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1 America’s Economic Future

= Key Issues Confronting the Nation:

= The widening distribution of income

= The financial and housing crisis

= Sustaining and stimulating growth through
innovation and R&D

= The increasing cost of health care
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Bubbles And Measuring Sustainability
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What can we do within the GDP Accounts:

) Econom__i_c_ progress & sustainability

= Measures of Economic Progress:
= Households
= Regions
= Business
= Measures of Sustainability:
= GDP
* Investment
= Asset Prices
= Leverage
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Household Income: Alternative Estimates
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Reconciling Measures of Income
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Regional Household Income
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Regional Household Income

Impact of classifying retirement income in state of residence
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Business Income: Real Gross & Net Domesti¢**
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Equity prices, NIPA profits & GDP
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Housing & Personal Income
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Household Asset Values & Savings
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Finaneial Business Sector Leveraging
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Flllmg gaps in financial data

= More complete data on institutions that
played a large role in the crisis
= hedge funds
= private equity funds
= structured investment vehicles
= More detailed data by type of instrument
= valuation
" maturity
= ultimate owner
= More data on leverage by institution and
by instrument
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The Multi-Factor Productivity Residual:

Intangibles or Institutional Factors?

[Percent] 1960-2005  1960-95  1995-2000 2000-2005
Gross domestic product 3.35 3.31 4.29 2.76
Hours worked 1.39 1.52 1.89 -0.02
Average labor productivity 1.96 1.78 2.40 2.78

Contribution of capital deepening 1.03 0.94 1.36 1.40
Information technology 0.40 0.31 0.92 0.56
Non-information technology 0.63 0.63 0.45 0.84

Contribution of labor quality 0.29 0.29 0.19 0.35

Total factor productivity 0.64 0.56 0.85 1.03
Information technology 0.22 0.16 0.51 0.33
Non-information technology 0.42 0.40 0.34 0.70

Addendum-Growth Rates
Labor input 1.88 2.02 2.21 0.56
Labor quality 0.48 0.49 0.32 0.57
Capital input 3.94 3.81 5.23 3.57
Capital stock 2.93 3.05 2.81 2.19
Capital quality 1.02 0.77 2.42 1.38

Source: Jorgenson, Dale W., Mun S. Ho, and Kevin J. Stiroh. 2005. Information Technology and the American Growth
Resurgence, Cambridge, MA: MIT Press, pp. 38-39
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Results from BEA’s 2007 R&D Satellite Account:

= Between 1959-2004, R&D accounted for 5

percent of growth in real GDP.

" Between 1995-2004, R&D’s contribution

www.bea.gov

rose to 7 percent; in comparison, business
investment in commercial and all other
types of buildinIgs accounted for just over
2 percent of real GDP growth.

R&D’s stepped-up contribution is almost
as large as the contribution of computers
in the existing GDP measure.
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