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tensity have changed over time, these changes can contribute to growth over any given

historical period. The point that we develop now is that as a historical matter, such

level effects account for something like 80 percent of U.S. economic growth.

To see this more formally, take logs and differences of these two equations to get:
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Jones (2002) uses equations just like these to conduct a growth accounting exercise

for the U.S. for the period 1953 to 1993, while Fernald and Jones (2014) update the

calculation through 2007. Because of the global financial crisis and in the interest of

saving space, I will not update the accounting exercise to an even later year. However,

both of those papers ignored changing misallocation. So instead, I present a “back-of-

the-envelope” version of the accounting here that includes a rough estimate of gains

from changing misallocation. Also, for more details on the facts that are discussed in

the remainder of this section, see Jones (2016).

To begin, consider the pie chart on the left side of Figure 2. Growth in GDP per

person, y, has averaged something like 2% per year since 1950, and this pie chart uses

equation (15) to decompose this 2% growth into its components. First, the capital-

output ratio has been remarkably steady over time, essentially contributing nothing to

growth. Second, the 1 − st term contributes essentially nothing as well: measures of st

are so small, that 1− st ≈ 1 over time. We now turn to the non-zero components of the

equation.

Human capital and labor force participation. This brings us to educational attain-

ment. A wonderful stylized fact documented by Goldin and Katz (2008) is that edu-


