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In my dream 1 came to a room where men sat in a large circle
around a pot of soup. Each men held a long spoon, which he
could dip into the pot. But the spoons were longer than the
men’s arms, and so ’chey could not Ioving the soup to their
mouths. The men were hwngry, and cried out in their misery.
“This id hell,” said my guide.

Then he took me to another room, similar to the ﬁrst. Once
again men sat in a [avge circle around a pot of soup, and once

again each man’s spoon was so [ong that he could not Ioring tt to

his mouth. But in this room the men were not hungry, because
wweve feeding each other. “This ,” said my guide, “Is heavenj
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County ~ Quiputper  Physical Capitalper Human Capital per pF;fhtf Productiviy, A
United States 1.00 1.00 1.00 1.00 1.00
Norway 1.12 1.32 0.98 1.08 1.04
United Kingdom 0.82 0.68 0.87 0.80 1.03
Canada 0.80 0.81 0.96 0.91 0.88
Japan 0.73 1.16 0.98 1.04 0.70
South Korea 0.62 0.92 0.98 0.96 0.64
Turkey 0.37 0.28 0.78 0.55 0.68
Mexico 0.35 0.33 0.84 0.61 0.56
Brazil 0.20 0.19 0.78 0.48 0.42
India 0.10 0.089 0.66 0.34 0.31
Kenya 0.032 0.022 0.73 0.23 0.14
Malawi 0.018 0.029 0.57 0.21 0.087

Sources: Output per worker: Heston, Summers, and Aten (2011); physical capital: author’s calculations; human capital: Barro and Lee (2010). The data set used
here and in Section 7.3 is composed of data for 90 countries for which consistent data are available for 1975 and 2009.
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Years India Lags
United States in

Level of Technology
in India Relative to

Level of Efficiency in
India Relative to

Technology (G) United States (T) United States (E)
10 0.95 0.33
20 0.90 0.35
30 0.85 0.36
40 0.81 0.38
50 0.76 0.41
75 0.67 0.46
100 0.58 0.53
125 0.5V 0.61

Alndia Tlndia

Alndia — Tlndia X Elndia
Ays = Tys X Eygs
N Elndia

\_ Ays Tys

Eys




Years India Lags
United States in

Level of Technology
in India Relative to

Level of Efficiency in
India Relative to

Technology (G) United States (T) United States (E)
/
10 0.95 0.33
20 0.90 0.35
30 0.85 0.36
40 0.81 0.38
50 0.76 0.41
75 0.67 0.46
100 0.58 0.53
125 0.5 0.61
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Years India Lags Level of Technology Level of Efficiency in
United States in in India Relative to India Relative to
Technology (G) United States (T) United States (E)
/
10 0.95 0.33
20 0.90 0.35
30 0.85 0.36
40 0.81 0.38
50 0.76 0.41
75 0.67 0.46
100 0.58 0.53
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United States Japan Germany
Automobiles 100 127 84
Steel 100 110 100
Food Processing 100 42 84
Telecommunications 100 51 42
Aggregate Productivity 100 67 89
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Units of output

Marginal product Marginal product
of labor in Sector 1 of labor in Sector 2
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Units of output

Marginal product Marginal product
of labor in Sector 1 of labor in Sector 2

Output lost due
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