


1 Introduction

A question that continues to intrigue macroeconomists and policymakers alike is this:
Why is Africa so different from the rest of the world?1 Indeed, in a recent speech,
Alan Greenspan2 touches on this question: “While, from a global perspective, wealth
and the overall quality of life have risen, that success has not been evenly distributed
across regions or countries. The economies of East Asia are often-repeated success
stories. Some, including China, Malaysia, South Korea, and Thailand, stand out
not only as growing very strongly, but also as having seen the greatest declines in
poverty rates. ....But, sadly, the story in Africa has been quite different. Levels of per
capita income in that continent have actually fallen. The poverty rate, which in 1970
matched the rate in Asia at the time, is estimated to have doubled to 40 percent
by 1998.” In fact, as Haber, North, and Weingast (2003) point out, two-thirds of
African countries have either stagnated or shrunk in real per capita terms since the
onset of independence in the early 1960s.
Easterly and Levine [1997] were among the first to pose this question; to them, the

high ethnic fractionalization in the “dark continent” largely explains Africa’s woes.
In a fairly influential recent paper “Endogenous Lifetime and Economic Growth”,
Chakraborty [2004] indirectly revisits this question by exploring a new connection
between pervasive ill-health and economic growth. As he points out, the probability
that a average 15-year old would die before reaching age 60, was three times as high
in sub-Saharan Africa as in the richer OECD economies. He goes on to suggest that
when life expectancy is low, agents would place little emphasis on the future, and
hence, would invest little in productive long-term assets, thereby getting stuck in
a low level of real activity. In turn, poor health is largely explained by low public
health spending which in turn is a direct outcome of the low level of real activity. In
short, Africa is caught in a development trap induced by poor health.
More specifically, Chakraborty introduces endogenous mortality in an otherwise

standard overlapping generations model with production of the classic Diamond
[1965] variety. In particular, the probability with which young agents survive on to
the second period depends on public health expenditures which are in turn funded
by income taxes on labor income. The main result in Chakraborty [2004] contained
in his Proposition 1 states that when the output elasticity of capital is high a devel-
opment trap appears and countries differing in health and/or physical capital may

1In the parlance of modern growth theory, this is often summarized as the puzzle of the persistent
negative “Africa dummy” in cross-country growth studies.

2Remarks by Federal Reserve Chairman Alan Greenspan at Banco de Mexico’s Second Inter-
national Conference "Macroeconomic Stability, Financial Markets, and Economic Development,"
Mexico City, Mexico, November 12, 2002.
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decreases the intermediate steady state, k̄1, and this lowers the initial capital stock
required to escape the twin traps of poverty and ill-health! This last benefit is in
addition to the increase in k̄2, a point discussed by Chakraborty. These last two
effects are illustrated in Figure 2 as a country increases A from A1 to A2.

 

A = A0 

A0 < A1 < A2 

A = A2 

A = A1 

k 

J(k) 

Figure 2: J(k) versus k for α > 1
2
and different values of A.
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