Econ 475

Lab 1 using Weil’s data: http://wps.aw.com/aw_weil_econgrowth_3/230/58938/15088221.cw/index.html

Some Basic Growth Facts/ Convergency

Assignment

1.

Calculate the average level of real per capita income in 1960 and in 2009 for all the countries in the data set.
What is the minimum per capita income? What is the maximum? How has the distribution of income changed
over time? Provide a graphical description of the world income distribution in 1960 and in 2009.

Calculate the Average Annual Growth of GDP per capita from 1960 to 2009 for each country in the dataset. What
is the average growth rate for all the countries in your data? What is the minimum growth rate? What is the
maximum growth rate? Provide a graphical description of the growth rates of per capita income over the period
1960 to 2009.

What is the relationship between level of income and future growth rates? (a scattered plot is ok). Do poor
countries grow faster than rich countries? You can choose GDP per capita in 1950 or 1960 as your “level of
income” and the Average Annual Growth of GDP per capita from 1950/1960 to 2009 as “future growth rates”.

The data set includes output per capita in 1960 and the average growth rate of output per capita between 1960 and
2000 (each is a variable with one observation per country). Look for unconditional convergence in the entire
sample by creating a scatter plot of the average growth rates against the ‘initial’ (i.e., 1960) levels of output per
worker. If there was convergence on average, would you see an upward or downward slope to this plot? Do your
results change if you restrict your attention to countries in Western Europe?

The data is available in an Excel spreadsheet on the textbook web page. Place your cursor over the red triangle in the
upper right corner of the cell containing the variable name to get a data definition.

Excel Hints for Lab 1

1.

Prior to performing some of the calculations necessary for this lab, you must ensure that the Data Analysis
ToolPak is installed on your version of Excel. Ifitis, you will see Data Analysis as an option under the Data
menu. If not, you will need to install it. If you type into the online help “analysis toolpak™ you will get step-by-
step directions for adding this feature to your copy of Excel.

You can find averages, standard deviations, minimums and maximums in Excel by using the commands
=AVERAGE(.), =STDEV(.), =MIN(.) and =MAX(.) commands.

The data contains indicator variables for each region. You can group your data by these variables by first sorting
the data on these indicator variables. Once your data is grouped together, you can perform calculations on the
data or graph the data in specific ranges. See “Introduction to Excel” for instructions on sorting in Excel.

Average annual growth rates between years 0 and T can be calculated using either one of the following formulas :
[In (T value) — In (0 value)] / T or (T value /0 value) ¥" - 1. Notice that these are approximately equal for
small growth rates using the fact that e *= 1 + x for small x .

To draw a histogram (a really good idea if you would like to graphically represent a distribution), click on Data
Analysis under the data menu. A dialog box will appear. Scroll down in the dialog box and highlight Histogram.
Another dialog box appears. Enter the input range for the data for which you want to draw the distribution.
Under Output Options, click on New Worksheet Ply and Chart Output. Click OK and a histogram should appear
that you can copy and paste into your lab report.



