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What Policies Help 

Economic Growth? 

• Increased Savings 

• Education 

• Comparative Advantage 



PRODUCTION POSSIBILITIES ANALYSIS 
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PRODUCTION POSSIBILITIES ANALYSIS 

Labor and Productivity 

Real GDP = 
Hours 

of Work 
X 

Labor 

Productivity 



•Size of 

employed 

labor force 

•Average hours 

of work 

•Technological 
advance 
•Quantity of capital 
•Education and 
training 
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GROWTH IN THE AD-AS MODEL 
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ECONOMIC GROWTH IN THE 

EXTENDED AD – AS MODEL 
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U.S. Economic Growth, 

Annual Averages for Five Decades 

1950-1959  1960-1969  1970-1979  1980-1989  1990-1999 

U.S. ECONOMIC GROWTH RATES 

5 

4 

3 

2 

1 

0 

Real GDP Real GDP Per Capita 

A
v
e

ra
g

e
 A

n
n

u
a

l 
In

c
re

a
s

e
 (

P
e

rc
e

n
t)

 



ACCOUNTING FOR GROWTH 

Increase in Real 

GDP 

Increase in 

quantity of labor 

Increase in labor 

productivity 

Accounting for Growth of U.S. Output,  

1960-2008 

1960 Q2 

to 1973 Q4 

1973 Q4 

to 1990 Q3 

1990 Q3 

to 2002 Q3 

2002 Q3 

to 2008 Q4* 
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*Rates beyond 2002 are projections 

Source:  Economic Report of the President, 2003 



Changes in the Educational Attainment 

of the U.S. Adult Population 

1950        1960        1970        1980        1990        2000 
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ACCOUNTING FOR GROWTH 

Source:  U.S. Census Bureau 
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GLOBAL  PERSPECTIVE 
Average Test Scores, 8th. Grade,  1999 

Source: Third International Math and Science Study 
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IS GROWTH DESIRABLE 

AND SUSTAINABLE? 

The Antigrowth View 

In Defense of 

Economic Growth 


