American economic dominance has grown---and the people have benefitted!
The Economist 23, "America’s economic outperformance is a marvel to behold," 4-13-23, https://www.economist.com/briefing/2023/04/13/from-strength-to-strength, ajs
There is just one snag. On a whole range of measures American dominance remains striking. And relative to its rich-world peers its lead is increasing.
It is true that, by one measure, America is no longer the largest economy in the world. Using currency conversions based on purchasing power—that is, on what individuals can buy in their own country—China’s economy has been larger than America’s since 2016. Today China represents 18% of the world economy calculated in terms of purchasing power and America just 16%, whereas in 1990 the shares were 4% and 22% (see chart 1).
But though purchasing-power parity (ppp) is the right metric for comparing people’s well-being in different economies, in terms of what those economies can achieve on the world stage it is exchange rates set by markets that count. And looked at this way, American pre-eminence is clear. America’s $25.5trn in gdp last year represented 25% of the world’s total—almost the same share as it had in 1990. On that measure China’s share is now 18%.
More astonishing, and less appreciated, than its ability to hold its place in the world as a whole is the extent to which America has extended its dominance over its developed peers. In 1990 America accounted for 40% of the nominal gdp of the g7, a group of the world’s seven biggest advanced economies, including Japan and Germany. Today it accounts for 58%. In ppp terms the increase was smaller, but still significant: from 43% of the g7‘s gdp in 1990 to 51% now (see chart 2). So much for a declining power.
America’s outperformance has translated into wealth for its people. Income per person in America was 24% higher than in western Europe in 1990 in ppp terms; today it is about 30% higher. It was 17% higher than in Japan in 1990; today it is 54% higher. In ppp terms the only countries with higher per-person income figures are small petrostates like Qatar and financial hubs such as Luxembourg. A lot of that income growth was at the top end of the scale; the ultra rich have indeed done ultra well. But most other Americans have done pretty well, too. Median wages have grown almost as much as mean wages. A trucker in Oklahoma can earn more than a doctor in Portugal. The consumption gap is even starker. Britons, some of Europe’s best-off inhabitants, spent 80% as much as Americans in 1990. By 2021 that was down to 69%.
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