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Article abstract
This paper examines the macroeconomic effects that follow from the
introduction of what Bresnahan and Trajtenberg have called a
"general-purpose technology" (GPT), such as the computer. The analysis is
based on the idea that a new GPT accelerates the pace of technological change
by spawning a wave of secondary innovations aimed at improving upon and
realizing the potential of the original GPT. The paper analyzes the channels
through which such an increase in the pace of technological change might
reduce the measured level of economic activity for some period before it
ultimately brings the economy to a higher growth path. Two such channels are
capital-obsolescence and the failure to measure knowledge-investment in the
national accounts. A simple endogenous growth model that was constructed
and calibrated to the US economy, predicts that capital-obsolescence is the
more significant of the two channels, and that through this channel, output can
fall below its no-shock path for almost 3 decades after the introduction of a
new GPT.
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