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Figure 2: Country-Specific Declines in The Labor Share and Increases in Corporate Savings, 1975-2007

Notes: The figure shows the corporate labor share and corporate savings as a share of total savings for the four largest economies in
the world. Japan does not have the data required to calculate a corporate labor share and therefore we plot Japan’s overall labor share,
scaled by the ratio of corporate to overall labor shares in the rest of the dataset.
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U.S. Non-farm Business Labor

Share, BLS Index
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U.S. Corporate Labor Share,

NIPA
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U.S. Corporate Labor Share,

NIPA, with Cyclical Adjustment
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U.S. Corporate Labor Share,

NIPA, with Cyclical Adjustment
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U.S. Corporate Gross

Saving/Total Gross Saving
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U.S. Corporate Saving/Corporate

GDP, Source Side, Cyclically

Adjusted
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U.S. Corporate Saving/Corporate

GDP, Use Side, Cyclically

Adjusted
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U.S. Corporate Saving/Corporate

GDP, Source Side, Cyclically

Adjusted, and Adjusted for

Shortening Capital Life
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Capital Expenditures Less

Internal Funds, U.S.

Corporations, as a Ratio to

Corporate Income
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Elasticity of substitution, σ

log sK = (σ − 1)(log r − log p)

dsL
d log r

= (1− sL)(σ − 1) = 0.207

sL = 0.614⇒ σ = 1.54

The authors report 1.42 because of some details about r.
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Identification with biased

technical change

Diamond-McFadden-Rodriguez (1978); Antràs,
Contributions to Macro 4(1)

∆ log
Ki

Li

= α + σ∆ log
wi

ri
+ (1− σ)bi + εi

Bias of tech change bi =labor-augmenting rate -
capital-augmenting rate

Identifying condition: (1− σ)bi + εi uncorrelated with
∆ log wi

ri

Alternative: bi = b and εi uncorrelated with ∆ log wi

ri
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Capital deepening in a one-sector

model

Technology with constant employment: y(t) = egtf(k(t))

Turnpike condition: egtf ′(k(t)) = ρ+ δ +
gc
γ

Approximate growth path; k(t) = f ′−1(e−gt(ρ+ δ +
gc
γ

))

k̇(t) = −ge−gtf ′′−1(e−gt(ρ+ δ +
gc
γ

)) > 0
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