
Divergence, Big Time 11

Table 2

Estimates of the Divergence of Per Capita Incomes Since 1870

omy. The second row gives the level of the poorest economy in 1870, which is P$250
by assumption, and then the poorest economies in 1960 and 1990 taken from the
Penn World Tables. By division, the third row then shows that the ratio of the top
to the bottom income countries has increased from 8.7 in 1870 to 38 by 1960 and
to 45 by 1990. If instead one takes the 17 richest countries (those shown in Table
1) and applies the same procedure, their average per capita income is shown in
the fourth row. The average for all less developed economies appearing in the Penn
World Tables for 1960 and 1990 is given in the fifth row; the figure for 1870 is
calculated by the "backcasting" imputation process for historical incomes de-
scribed above. By division, the sixth row shows that the ratio of income of the richest
to all other countries has almost doubled from 2.4 in 1870 to 4.6 by 1990.

bution back into the smaller range between the top and bottom while maintaining all cross country

rankings. The formula for estimating the log of GDP per capita (GDPPC) in the ith country in 1870 was

where the scaling weight wi was

and where αi is defined by




