
is broadly consistent with the facts we’ve laid out. A key assumption in this approach

is that better computers are equivalent to having more of the old computers, so that

technological change is, at least partially, capital (equipment) augmenting. The Cobb–
Douglas assumption ensures that this nonlabor augmenting technological change can

coexist with a balanced growth path and delivers a stable nominal investment rate.e

2.3 Factor Shares
One of the original Kaldor (1961) stylized facts of growth was the stability of the shares

of GDP paid to capital and labor. Fig. 6 shows these shares using two different data sets,

but the patterns are quite similar. First, between 1948 and 2000, the factor shares were

indeed quite stable. Second, since 2000 or so, there has been a marked decline in the

labor share and a corresponding rise in the capital share. According to the data from

the Bureau of Labor Statistics, the capital share rose from an average value of 34.2%

between 1948 and 2000 to a value of 38.7% by 2012. Or in terms of the complement,

the labor share declined from an average value of 65.8% to 61.3%.
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Fig. 6 Capital and labor shares of factor payments, United States. Source: The series starting in 1975 are
from Karabarbounis, L., Neiman, B. 2014. The global decline of the labor share. Q. J. Econ. 129 (1), 61–103.
http://ideas.repec.org/a/oup/qjecon/v129y2014i1p61-103.html and measure the factor shares for the
corporate sector, which the authors argue is helpful in eliminating issues related to self-employment.
The series starting in 1948 is from the Bureau of Labor Statistics Multifactor Productivity Trends,
August 21, 2014, for the private business sector. The factor shares add to 100%.

e This discussion is related to the famous Uzawa theorem about the restrictions on technical change required

to obtain balanced growth; see Schlicht (2006) and Jones and Scrimgeour (2008).
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