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 Figure 1. Convergence of Personal Income across U.S. States: 1880 Income
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 Sources: Bureau of Economic Analysis (1984), Easterlin (1960a, 1960b), and Survey of Ciurrenit Buisiniess, various
 issues. The postal abbreviation for each state is used to plot the figure. Oklahoma, Alaska, and Hawaii are excluded
 from the analysis.

 average per capita product. Because of the positive correlation of the

 shock with Yij- T, we would underestimate i if we did not hold the shock
 constant.

 Personal Income across U.S. States

 Figure 1 shows the broad pattern of i convergence for per capita

 personal income, exclusive of all transfers, for 47 U.S. states or terri-

 tories from 1880 to 1988.12 The figure shows the strong negative corre-

 12. The data on personal income are from Bureau of Economic Analysis (1984), recent
 issues of Survey of Current Business, and Easterlin (1960a, 1960b). See our 1990 study for

 a discussion. There are no data for Oklahoma for 1880 (which preceded the Oklahoma land

 rush) and we exclude Alaska, Hawaii, and the District of Columbia throughout the analysis.

 We use nominal income figures deflated by the overall consumer price index (CPI). If the

 price level is the same for all states at each point in time, then we can just as well use
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