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		Abstract

		Whether or not the marginal product of capital (MPK) differs across countries is a question that keeps coming up in discussions of comparative economic development and patterns of capital flows. Attempts to provide an empirical answer to this question have so far been mostly indirect and based on heroic assumptions. The first contribution of this paper is to present new estimates of the cross-country dispersion of marginal products. We find that the MPK is much higher on average in poor countries. However, the financial rate of return from investing in physical capital is not much higher in poor countries, so heterogeneity in MPKs is not principally due to financial market frictions. Instead, the main culprit is the relatively high cost of investment goods in developing countries. One implication of our findings is that increased aid flows to developing countries will not significantly increase these countries' incomes. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Caselli,  Francesco and Feyrer,  James, The Marginal Product of Capital (August 2005). NBER Working Paper No. w11551,  Available at SSRN: https://ssrn.com/abstract=785009
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Francesco Caselli (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				London School of Economics & Political Science (LSE) - Department of Economics  ( email )

			

			
			
				
				
				
					Houghton Street
London WC2A 2AE
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						James Feyrer

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Dartmouth College - Department of Economics  ( email )

			

			
			
				
				
				
					6106 Rockefeller
Hanover, NH  03755
United States
603-646-2533 (Phone)
603-646-2122 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER)  ( email )

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       86

			

		
		
		
			Abstract Views

			    2,502

		

		
		 
		
			Rank

			  450,161

		

		
	


	
		
            
            	       70 Citations
		

	

	
		
			
				       20 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           12,243

                                    

                                    
                                        PAPERS

                                           32,681

                                    

                                

                                
                            

                        

                    

                
	
                    Development Economics: Macroeconomic Issues in Developing Economies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Development Economics: Macroeconomic Issues in Developing Economies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              609

                                    

                                    
                                        PAPERS

                                           26,330

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        It's Not Factor Accumulation: Stylized Facts and Growth Models

                        
                            By
                                
                                
                                    
                                    William Easterly
                                     and 
                                
                                    
                                    Ross Levine
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Accounting for Cross-Country Income Differences

                        
                            By
                                
                                
                                    
                                    Francesco Caselli
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Accounting for Cross-Country Income Differences

                        
                            By
                                
                                
                                    
                                    Francesco Caselli
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Is Growth Exogenous? Taking Mankiw, Romer and Weil Seriously

                            
                                By
                                    
                                    
                                        
                                        Ben S. Bernanke
                                         and 
                                    
                                        
                                        Refet S. GÃ¼rkaynak
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Capital Mobility in Neoclassical Models of Growth

                            
                                By
                                    
                                    
                                        
                                        Robert J. Barro, 
                                        
                                    
                                        
                                        N. Gregory Mankiw, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Relative Prices and Relative Prosperity

                            
                                By
                                    
                                    
                                        
                                        Chang-tai Hsieh
                                         and 
                                    
                                        
                                        Peter J. Klenow
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Marginal Product of Capital

                            
                                By
                                    
                                    
                                        
                                        Francesco Caselli
                                         and 
                                    
                                        
                                        James Feyrer
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Trade in Capital Goods

                            
                                By
                                    
                                    
                                        
                                        Jonathan Eaton
                                         and 
                                    
                                        
                                        Samuel S. Kortum
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Tyranny of Concepts: Cudie (Cumulated, Depreciated Investment Effort) is Not Capital

                            
                                By
                                    
                                    
                                        
                                        Lant Pritchett
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Monte Carlo Study of Growth Regressions

                            
                                By
                                    
                                    
                                        
                                        William R. Hauk
                                         and 
                                    
                                        
                                        Romain T. Wacziarg
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

