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Review of stylized facts (see Acemoglu, chapter 1)

� Large di¤erences in income per capita and income
per worker (PPP vs market ER, 1960 vs 2000)



� Decrease in dispersion across individuals

� Income di¤erences are well re�ected in di¤erences in
welfare and happiness

� Large dispersion in growth rates

� Convergence among rich countries, but problem of
selection





� No absolute convergence among all countries... but
conditional convergence

� Dispersion is not new: large dispersion in 1960

� Latin America has done particularly badly

� The divergence happened mostly since 1980

� Pritchett (1997): Divergence, Big Time





Lucas (2000)

All countries at $600 in 1800, y0 = 0:6

Date of "take-o¤" for each country, s, is stochastic

Leading economy has s = 0, and
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t

For economies s = 1; 2; ::: assume that
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This implies that for s = t = 0 the growth rate is ap-
proximately �+ �

Assume � = 0:02 and � = 0:025, then for s = 0; 50; 100; 150
...



If a country has not taken-o¤ at date t , probability that
it starts to grow at that date - its hazard rate - increases
from �m = 0:001 in 1800 to �m = 0:03

Let �(t) and �(t) be the unconditional and conditional
probabilities that an economy begins to grow at date t,
then
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Let x(t) be average world income at t,
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Assume

�(t) = �m exp(��(x(t)�y0)+�M [1� exp(��(x(t)� y0)]

Note that at t = 0 we have �(t) = �m but as � ! 1
we have �(t)! �M

Two spillovers...

Using � = 0:5 Lucas gets...

and

Is there conditional convergence?

How about unconditional convergence?




