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Today’s outline 

• Essays 

• Final Study Tips posted 

• Gordon and the 3rd Industrial Revolution 

 

 



Gordon 

• Have computers and the Internet led to a 

third Industrial Revolution? 



What is a revolution? 

• Increase in GDP per capita growth rate 

• Increase in labor productivity growth 

– Output per worker 

• Increase in multifactor productivity 

– Technology (A) 

– Y=f(capital, labor, technology) 

– Measured as growth not attributable to 

increases in inputs 



Gordon 

• 1st-1760-1830 

– Power Loom, steam engine, cotton gin 



Gordon 

• 2nd-1860-1900 

– Electricity, light bulb, motors, air conditioning 

– Internal combustion engine, suburbs 

– Petroleum/chemicals, plastics, 

pharmaceuticals 

– Communication/entertainment, 

telegraph/telephone, radio, TV, photography 

– Indoor plumbing, sewers, toilets 



Gordon, p. 58 



Gordon 

• 3rd Industrial Revolution? 

– Computers, Internet 

 

– “If you could choose only one of the following 

two inventions, indoor plumbing or the 

Internet, which would you choose?”-p. 60 



• “We can see the computer age 

everywhere but in the productivity 

statistics”  -Robert Solow 1987 

 

• But by the late 1990s, there did appear to 

be productivity gains 



Table 1.  See text for details 



But productivity growth limited to 

computers: 

• After removing effects of more computers 

and better computers, very little increase 

in multifactor productivity 

• If look outside the computers+durable 

manufacturing sector (12% of economy) 

then no productivity gains 



Table 2.  See text for details 



Beyond Gordon’s data (after 1999) 

• Productivity gains continued very 

impressively after 2000 

 

• But recent signs of productivity declines 

after 2008 recession 



Output per Hour 

Non-farm Business Sector 



Multifactor Productivity 

Private Business 



Diminishing Returns in Computers 

• The most important innovations were 
made early (the first mainframe, first 
Windows, first modem) 

• Today, faster but not fundamentally 
different 

– Word Processor Example 

– Can’t fully replace the human 

• “What Intel giveth, Microsoft taketh 
away”p. 63 
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Internet 

• There are more “consumer benefits,” but: 

– Faster access to information is not 
necessarily better information 

– Firms and market share protection 
• Keeping up with the Joneses and  

• zero sum game 

– Substitute for other existing forms of 
entertainment 

– Surfing on the job 



• Final thoughts on Gordon? 


