
Percent 

Real Gross Domestic Product 
(Percent change, annual rate) 

GDP GDP 
1987 1992a 

1948-1 959 3.7 n.a. 

1960-1 969 4.1 4.6 

1970-1 979 2.9 3.2 

1980-1 989 2.5 2.8 

1990-1 995 2.3 1.8 

1948-1 995 3.2 n.a. 

1961 -1 995 3.2 3.2 

Peak to peakb 2.8 1.3 

Percent, decade average 

I GNP GROWTH I7 Balke & Gordon esttrnates I 

" 1 GDP GROWTH, 10-YEAR MOVING AVERAGE I 

Percent 
30 I DISTRIBUTION OF GNP GROWTH, 1870-1994 I 

Annual GNP growth, percent 

a. Chain-weighted. GDP series begins in 1960. 
b. Average growth as measured from business cycle peak to business cycle peak. 
c. Data end in 1994. 
SOURCES: U.S. Department of Commerce, Bureau of Economic Analysis; and Nathan S. Balke and Robert J. Gordon. "The Estimation of Prewar Gross 
National Product: Methodology and New Evidence," Journal of Political Economy, vol. 97, no. 1 (February 1995), pp. 38-92, 

Econoniic gron.th esliihits 1 ~ 1 t h  a 
cyclic:~l pattern and ;I long-term 
trencl. O\-er 21 generation. small 
changes in tlie trend rate of' ocitpiit 
growth c:tn have irn~x)rt;~iit implica- 
tions for the stanclarcl of living. Con- 
secli~ently, economists \vorry as 
11i~ic1i ;thoi~t the trelicl rate of o ~ i t p ~ i t  
grou,tll :IS :tl,o~it the h~tsiness cycle. 
13~1ring the 1070s and tlie lC)XOs, 
trencl economic growth appe:tred to 
slow, ancl cliiestions hztve emergecl 
ahoiit \vh:tt constitutes :t sustain:tble 
long-tern1 gro\vth Kite. 

One nieasure relates potential 
o i ~ t p ~ i t  to the fill1 use o f  tlie econ- 
omy's major inputs (labor :tncl capi- 
tal), allo~ving technologic11 progress 
to filter thro~igh prociuctivity growth. 
Most of the results of this measure 
suggest that :I siistai~lable rate of 
output growth is roughly 2.OVw2.50/0. 
Ayesage pe;ll<-to-peak groxvth often 
11lv)sies for a potential gro\vth mexs- 
use. 1-lowever. measures of potential 
seein ~tniforr~ily lo\v relative to ac- 
tu:tl long-term rates of CDI' (or 
GNI)) gro\vth. When nieasi~red over 

long periods-from 1869, 1947, or  
1960-the economy's growth I:tte 
avenges 3,2(%). 

Economists attri1)ttte long-term 
growth primarily to increases in eni- 
ployment and eclucational attain- 
ment. csp:~nsion of the procluctive 
c:tpit:tI stock, and improvenients in 
technology. Another it1ipo1.t:tnt klctor 
is the expansion of niarltets. which 
promotes resource :~llocation thro~igh 
sp~ializzttion :Inel encoLtlages tech- 
nological transfers across nations. 
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