Why are some countries richer than others?
Today there is much debate about the suffering of people in other parts of the world, the main questions raised are ‘Why does this happen?’, ‘Who is to blame?’ and ‘How can we solve it?. Although many social and ethical reasons can help understand income differences across countries the main basis of the explanation is economical. In this essay I will outline this explanation and the factors which cause some economies to prosper and others to fail.
First we need to set up and economic framework with which to work. Robert M. Solow (1956), Trevor Swan (1956) extended the earlier model of Harrod-Domar by adding labour as a factor of production, splitting diminishing returns to labor and capital into separate areas with constant returns to scale for both. They also incorporated technological progress into the model, independent from labour and capital.
The Solow-swan model draws the theoretical conclusion that there will be ‘convergence’. This states that a group of countries who all have access to the same technology, same population growth, and same savings propensity only differing in terms of their initial capital labour ratio will converge to the same steady-state capital-labour ratio. This in turn means they have the same output per capita, consumption per capita and growth rate. This may seem to be purely theoretical but it can be applied to examples in our history. After the Second World War the capital stocks of Germany and Japan were destroyed by Allied bombing with their technological possibilities, savings rates and population growth rates pretty much still the same as before the war. Solow-Swan would predict that these countries would grow faster than other industrialised countries just after the war and they did. These occurances however are very rare and nowadays it is hard to see there being anything close tpo economic convergence depicted in the model, the trend now seems to be that the rich are getting richer and the por

Taking this model there could be three causes to explain why countries like those in Africa are poor: Physical capital, human capital and total factor productivity. The first factor ‘physical capital’ may have been relevant generations ago but now with globalization workers can move to different areas and satisfy the demand for labour. Papers by William Easterly have confirmed for me the idea that physical capital plays little part in the fate of poor countries.
Human capital is also widely dismissed by economists as having a role in a countries economic prosperity as few externalities exist and its link with growth is too minute to explain the contrast in growth between rich and poor countries. If you put it in perspective a key element of human capital is education and its dependency on life expectancy. If  you found out that you were only going to live until you 30 would you stay in education until your 21?, probably not as you would cherish your time more and think that there is little point in investing in your future. This is the case with many poor countries that have a short life expectancy due to disease and poor health facilities. So from my knowledge of Solow-Swan the only factor I take forward to explain why some countries richer than others is total factor productivity. 
This is defined as ‘any effect on output not caused by inputs’. It is shown here in the following Cobb-Douglas function.
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This shows output as a function of human and physical capital (H&K) as well as total factor productivity (A).
Contribution of Human and Physical Capital and Total Factor Productivity to Income
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Capital Productivity
Rich countries 1 1 1 1
Middle- and low-income countries excluding SSA 035 0.65 0.69 075
Sub-Saharan Africa (SSA) 011 049 041 048

Note: According to the decomposition 0/L = AGC/H)"> H/L in which Q/L is output pes head, H is human capital, K is

physical capital: each term is divided by the average of rich couatries” levels
Source:  Cohen and Soto (2001), for Human Capital; Easterly and Levine (2001), for physical capital; Penn World Table 5.6 for output




The above table shows the spread of each of the three variables from the function in rich countries, mid/low income countries and sub-Saharan African countries. Looking at each component individually isn’t that instantly shocking but when they are multiplied together we get a good idea of the shortfalls of poorer countries. From this type of data much research has been done to try and see how much factor accumulation is caused by total factor productivity. Klenow-Rodriguez and Easterly-Levine have produced the following results from their work. 

Variance decomposition of the income level per worker
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Factor Accumulation TP Factor TEP Covariance
Accumulation

1960 064 036 048 020 032

1970 063 037 047 020 033

1980 065 035 049 019 032

1990 0.62 038 044 019 037





This shows that in 1990 factor accumulation accounts for 0.44 of total output variance and of that around a third can be put down to total factor productivity. I can now say that TFP does affect growth but much of it is still unexplained therefore I will now look at other possible multi-causal explanation to my research question.
The quality of human capital in each country is highly important. In order for an invidual to have high human capital the quality of education absorbed at the start of their life would have to be to a satisfactory standard. Klenow and Rodriguez-Clare (1997) and Bils and Klenow (2000) conducted a study on why the quality of education differs across countries. One area they drew attention too is that the effectiveness of teaching depends on the abilities of the teacher themselves and this could be amplified when a high student-teacher ratio exists. 
African schools are renound for having huge class sizes of 50 or more and with kids easily distracted at a young age they can find the whole idea of education very distant and cold.

The motivation to learn is far less among citizens of LEDCs as they face fewer opportunities in life and see fewer benefits from education. The health of people is poor and may not be able to make it to school due to their own condition or having to dedicate time to look after others in their family.

