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o India’s productivity is 0.31 that of the USA.

o Can we estimate the shares of efficiency and technology
that are responsible for that difference?

Country Dtputper  Physics) Capitalper  Human Copital par pfigf;gg‘::, Productivity, A
United States 1.00 1.00 1.00 1.00 1.00
Morway 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 062 0.92 0.98 0.96 064
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 .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
here and in Section 7.3 is composed of data Tor 90 countrics for which consisient data are available for 1975 and 2009, L o 00 e datm st tmed







Quantitative Analysis

If technolog

efficiency in
But it is diffi
technologica
The following
given value
Level of Technology Level of Efficiency in
in India Relative to India Relative to
United States (7) United States (E)
0.95 0.33
0.90 0.35
0.85 0.36
0.81 0.38
0.76 0.41
0.67 0.46
0.58 0.53
0.51 0.61
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Flow from the Otto Morris and Ma storage pits were used for the
crude oil. From 1922 to 1934, up to eig and almost all of the natural gas
escaped. (http://encyclopediaofarkansas.net/e ?entryID=383#)




alifornia, 1928
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People react to incentives!







cies in
an




Central




Central




Central










FiGure 10.1

Wages and Machines in the Textile Industry, 1910
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The table belc Nt industries in
the 1990s. yut labor and

capital inp

TaBLE 10.2
Productivity in Selected Industries in the Early 1990s

United States

Automobiles 100
Steel 100
Food Processing 100
Telecommunications 100
Aggregate Productivity 100
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6. Coal mines

1969-78: Ou
double the r

Not due ta

Ficure 10.2
U.S. Subsurface Coal Mining: Output, Price, and Output per Worker-Hour, 1949-1994

Index (1970 = 100), ratio scale
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Source: Parente and Prescott (2000).
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Such activities are often illegal.

Crime ca







Not necessarily illegal.
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The Chicago School
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Under-used teso

Those who , but the rest
of society loses.
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Misallocation of factots between sectors

Sharing rules

When far i nily
ige income.

total output | marginal output | average output

100% 100 100
175 75 87,50
225 50

exceeds me
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Misallocatios s among firms

The fing

function of the financial system

banking sector =ljls!
ck market.




Misallocatio
The fin

in point

did not
could not




Microsoft w







Conclu

productive




