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Figure 1

Simulation of Divergence of Per Capita GDP, 1870–1985
(showing only selected countries)

States. However, this would imply that many poor countries must have had incomes
below P$100 in 1870. Since this cannot be true, there must have been divergence.
Or equivalently, per capita income in the United States, the world's richest indus-
trial country, grew about four-fold from 1870 to 1960. Thus, any country whose
income was not fourfold higher in 1960 than it was in 1870 grew more slowly than
the United States. Since 42 of the 125 countries in the Penn World Tables with data
for 1960 have levels of per capita incomes below $1,000 (that is, less than four times
$250), there must have been substantial divergence between the top and bottom.
The figure of P$250 is not meant to be precise or literal and the conclusion of
massive divergence is robust to any plausible assumption about a lower bound.

Consider some illustrative calculations of the divergence in per capita incomes
in Table 2. I scale incomes back from 1960 such that the poorest country in 1960
just reaches the lower bound by 1870, the leader in 1960 (the United States) reaches
its actual 1870 value, and all relative rankings between the poorest country and the
United States are preserved.11 The first row shows the actual path of the U.S. econ-

11 The growth rate of the poorest country was imposed to reach P$250 at exactly 1870, and the rate of
the United States was used for the growth at the top. Then each country's growth rate was assumed to
be a weighted average of those two rates, where the weights depended on the scaled distance from the
bottom country in the beginning period of the imputation, 1960. This technique "smushes" the distri-




