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1. Introduction

In this paper we consider the outlook for economic growth of the advanced economies, focusing
on the G7: Canada, France, Germany, Italy, Japan, the U.K., and the U.S. We compare the growth
prospects for the G7 with the prospects for Developing Asia, the countries of Asia including
China and India but excluding Japan. We find that the balance of world growth has shifted from
the G7 economies to the emerging economies of Asia. We show that the advanced economies will
recover from the financial and economic crisis of the past decade, but that a longer-term trend
toward slower growth of these economies will be re-established.

In analyzing the growth prospects of the G7 we draw upon a new volume, The World Economy:
Growth or Stagnation? edited by Jorgenson, Kyoji Fukao, and Marcel P. Timmer (2016)':
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This book includes studies of the economic performance of more than forty countries, including
the members of the G7, as well as China and India, by thirty-eight authors. These countries are
members of the World KLEMS Initiative, established by Jorgenson, Timmer, and Bart van Ark.
The purpose of this Initiative is to generate data on industry-level outputs and productivity, as well
as inputs of capital (K), labor (L), energy (E), materials (M), and services (S), hence the acronym
KLEMS.

The countries of the World KLEMS Initiative produce data in industry-level output, input,
and productivity, using the standard methodology summarized by Jorgenson and Paul Schreyer
(2013).” Details are provided by Schreyer (2001), Measuring Productivity and Schreyer (2009)
Measuring Capital.® This methodology was originated by Jorgenson, Frank M. Gollop, and
Barbara M. Fraumeni (1986) in their book, Productivity and U.S. Economic Growth.* The method-
ology for capital input was extended to information and communications equipment and services
by Jorgenson, Mun S. Ho, and Kevin J. Stiroh in Information Technology and the American
Growth Resurgence.’

Jorgenson and Schreyer (2013) have shown how to integrate industry-level data on growth and
productivity from the World KLEMS Initiative into the United Nations (2009) System of National
Accounts 2008 (SNA 2008).° This methodology has been incorporated into the official statistics of
more than a dozen countries, including four members of the G7: Canada, Italy, the U.K., and the
U.S. The methodology of the World KLEMS Initiative has been proposed for incorporation into
the new System of Expanded and Integrated Global Accounts (SEIGA) by the United Nations’
Statistical Division, the institutional home of SNA 2008.”

Data for the World KLEMS Initiative have been developed by regional projects in Asia. Europe,
and Latin America. The European project, denoted EU KLEMS, was supported by the Euro-
pean Commission through its Research Directorate-General, beginning in 2003. This project was
included in the Sixth Framework Programme, Priority 8, Policy Support and Anticipating Sci-
entific and Technological Needs. The results were published by Timmer, Robert Inklaar, Mary
O’Mahony, and van Ark in their book, Economic Growth in Europe: A Comparative Industry
Perspective.® Matilde Mas and Robert Stehrer (2012) edited a second report on EU KLEMS,
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