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Figure 16-5. 10-Year Average Annual Growth in Total Factor Productivity,

- 1900-2014

Note: ‘The average annual growth rate is over the ten years prior to year shown. The bar labelled 2014 shows

the average annual growth rate for 2001-14.

This history of TFP growth has the appearance of an up-and-down “stair-
case” with steps of unequal height. The singularity of the 194050 decade leaps

off the page. This graph confirms Alex Fields emphasis on the 19305 as a more
off the page.

productive decade than the 1920s, as well as the pickup in TFP growth in the
1920s compared to the 1890-1920 interval. Called into question is the ver-

 dict of Moses Abramowitz and Paul David (regarding World War II) that “the

war...imposed restrictions on civilian investment, caused a serious reduction
in private capital accumulation and retarded normal productivity growth. 18
Labor productivity and TFP soared during World War IL, and the cessation

e
of defense production did not prevent the wartime productivity gains from

becoming permanent.

The TFP growth history laid out in figure 16-5 poses a daunting set of -

questions for the gest of the chapter. What was it about the innovation pro-
cess that allowed TFP growth steadily to accelerate from the 1920s to 1930s to
1940s and then slow down thereafter? What was it about the growth process
that allowed the Jevel of TEP to remain high even after wartime production
ceased in 1945-46? To what extent did the productivity explosion of the late

1930s and the 1940s benefit from inventions and innovations in the 1920s and
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