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INCOME GROWTH: INTRODUCTION 

What is the Pattern of Income Growth? 

 

1. Data 

2. Findings 

 

 

 

 

 Reading:  Lucas (2004), “The Industrial Revolution: Past and Future,” 
The Region.  
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DATA 

 

FIGURE: Advanced Economies Classified by the IMF 

 

(Source: http://en.wikipedia.org/wiki/File:IMF_advanced_economies_2008.svg.) 
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DATA 

FIGURE: World Population and Production 

 

(Source: Lucas (2004).) 
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DATA 

Figure: World Income Distribution 

 

 

(Source: Lucas (2004).) 
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DATA 

TABLE: Per-capita GDP 

 

(Source: Maddison (2005), Table 2.) 
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DATA 

Figure: Four Asian Tigers 

 

 

(Source: Angus Maddison.) 
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FIGURE: Pattern of World Income Growth 
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FINDINGS 

 

- Growth began in England in the 18th century and continues to diffuse 

throughout the world today. 

- What kind of mechanism makes it possible? 

- U.K.:  Technological advances → The wages of skilled labor (who can 

make use of these advances) ↑ → Stimulate other workers to accumulate 

skills → Workers become more educated.  

- “Catch-up Economies”: From interactions with advanced economies, they 

learn already existing technologies. (E.g., they export manufacturing 

products in global market, learning to play in a “big league”.) 

- Autarchic economies are rarely successful. 

- Our goal in this class is to try to understand this entire mechanism. 
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FINDINGS 

 

- (Net) Growth Rate: If something grows from X୲ to X୲ାଵ, and if the net 

growth rate is g, 

 X୲ ൈ ሺ1 ൅ gሻ ൌ X୲ାଵ. 

 (Gross Growth Rate)=ሺ1 ൅ gሻ ൌ
X౪శభ
X౪
. 

 (Net Growth Rate)ൌ g ൌ
X౪శభ
X౪

െ 1. 

- Example 1: If income grows from $10,000 to $11,000 in one year, a (net) 

growth rate is 10% (=
ଵଵ଴଴଴

ଵ଴଴଴଴
െ 1). (Excel Command: =11000/10000-1) 
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FINDINGS 

 

- Example 2: If income grows from $10,000 to $12,000 in 10 years, 

 10000ൈ ሺ1 ൅ gሻ ൈ ሺ1 ൅ gሻ ൈ …ൈ ሺ1 ൅ gሻᇣᇧᇧᇧᇧᇧᇧᇧᇧᇧᇧᇤᇧᇧᇧᇧᇧᇧᇧᇧᇧᇧᇥ
ଵ଴ ୲୧୫ୣୱ

ൌ 12000. 

 ׵ 10000 ൈ ሺ1 ൅ gሻଵ଴ ൌ 12000. 

 ׵ ሺ1 ൅ gሻଵ଴ ൌ
ଵଶ଴଴଴

ଵ଴଴଴଴
. 

 ׵ 1 ൅ g ൌ ቀ
ଵଶ଴଴଴

ଵ଴଴଴଴
ቁ
ଵ/ଵ଴

.  

 ׵ g ൌ ቀ
ଵଶ଴଴଴

ଵ଴଴଴଴
ቁ
ଵ/ଵ଴

െ 1.  

 (Excel Command: =(12000/10000)^(1/10)-1) 

- Example 3: What is the average U.S. per-capita GDP growth between 1950 

and 2006? 


