
1978 raises China’s living standards to more than a factor of 25 over the benchmark level

of $300 per year.

Fig. 22 shows the spread of growth since 1870 in an alternative way, by plotting

incomes relative to the US level. A key fact that stands out when the data are viewed

this way is the heterogeneity of experiences. Some countries like the United Kingdom,

Argentina, and South Africa experience significant declines in their incomes relative to

the United States, revealing the fact that their growth rates over long periods of time fell

short of the 2% growth rate of the frontier. Other countries like Japan and China see large

increases in relative incomes.

4.2 The Spread of Growth in Recent Decades
Fig. 23 focuses in on the last 30 years using the Penn World Tables 8.0 data, again

showing GDP per person relative to the US Several facts then stand out. First, incomes

in the countries of Western Europe have been roughly stable, around 75% of the US

level. It is perhaps surprising that countries like France, Germany, and the United

Kingdom are this far behind the United States. Prescott (2004) observes that a large

part of the difference is in hours worked: GDP per hour is much more similar in these

countries, and it is the fact that work hours per adult are substantially lower in Western

Europe that explains their lower GDP per person. Jones and Klenow (2015) note that in

addition to the higher leisure, Western Europeans tend to have higher life expectancy

and lower consumption inequality. Taking all of these factors into account in construct-

ing a consumption-equivalent welfare measure, the Western European countries look
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Fig. 22 The spread of economic growth since 1870. Source: Bolt, J., van Zanden, J.L. 2014. The Maddison
Project: collaborative research on historical national accounts. Econ. Hist. Rev. 67 (3), 627–651.
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