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Convergence: poor countries grow 
faster than rich countries 

• Convergence of almost every thing except 
income: neoclassical growth theory predicts 
rapid convergence…. Even in closed 
economies with no trade or capital flows. 

• Absolute convergence failed

• Capital flows (and labor flows) should make 
convergence instantaneous, but it was not

• Poor countries seem to stuck in poverty: 
poverty traps? Barriers to growth
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Figure 3: A decade  of faster growth shrinks gap 
between rich and poor countries 

All developing economies

Advanced economies

Sub-Saharan Africa



http://class.povertylectures.com/ConvergenceBigTime.pdf
http://class.povertylectures.com/ConvergenceBigTime.pdf


U.S. growth has been remarkably constant for the last 16 years at just under 
2%, using the rule of 70, this income per person doubles every 35 years.  
Since 1950, other nations have begun to catch up…. 

http://class.povertylectures.com/AcemogluGrowthLecture1.pdf
http://class.povertylectures.com/AcemogluGrowthLecture1.pdf


Wynne (2011) “Will China become as rich as the U.S.?” 

http://www.dallasfed.org/research/eclett/2011/el1106.pdf
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Falling severe $1.25 a day poverty now to $2.00/day 
makes see See Chandy & Gertz (Brookings, Jan 2011) 

http://www.brookings.edu/papers/2011/01_global_poverty_chandy.aspx
http://www.brookings.edu/papers/2011/01_global_poverty_chandy.aspx
http://www.brookings.edu/papers/2011/01_global_poverty_chandy.aspx


Barriers to growth, levers for growth

• Poor institutions, property rights, credit 
markets etc.  (corruption, misuse of aid)

• Resource curse.. Nigeria, Venezuelas

• Capital and trade flows: handmaidens

• Debt crises… many debt crises 

• In Africa especially: poverty traps, low savings, 
low public investment, poor health rapid 
population growth… 



Theories of growth

• Poor institutions, property rights, credit markets etc.  
(corruption, misuse of aid)

• Geography: Resource curse.. Nigeria, Venezuela, 
ethnic conflict (South Sudan). 

• Integration: Capital and trade flows: handmaidens? 
EPZs and weak RER levers for growth, exploit global 
markets to boost growth temporarily… 

• Poverty traps: Africa in particular, conflict, low savings, 
low public investment, poor health rapid population 
growth… Aid and Debt: HIPC initiative, Glenn eagle 
surge in foreign Aid.  



Justin Lin: slaying the dragons, 
becoming a dragon

• Absolute convergence 2007-2008

• Reversal of fortune (China and India)

• Capital and trade flows: working in reverse

• Debt crises… odious debt 

• In Africa especially: poverty traps, low savings, 
low public investment, poor health rapid 
population growth… 



Justin Lin’s variation on the Akamatsu
model: garments first, then…. 



Geese still flying (Akamatsu) 

http://i.dijtokyo.org/articles/dij-jb14-Schroeppel-Nakajima.pdf


Geese still flying (Akamatsu) 



Summary: China has done it (two 
reversals) who will be the next?

• Justin Lin says golden Geese are flying from China, 
wages are rising, productivity in increasing, where will 
they go next?  85 million new jobs??  Who are the 
Dragons (not just Mario Draghi, head of the ECB)

• From tigers to lions: boom spreads to Africa

• Does what you export matter? ( if yes industrial policy 
(EPZs) or just a weak RER (check: or all of the above?)

• An African/Latin growth miracle? Latin America & 
Africa are growing faster, will it last? Can they replicate 
China’s EPZ strategy?  Or a new model?

http://blogs.worldbank.org/developmenttalk/flying-geese-leading-dragons-and-africa-s-potential
http://siteresources.worldbank.org/INTMOZAMBIQUE/Resources/WIDER_Lecture-Justin_Lin-05-03-11.pdf
http://www.homepagedaily.com/Pages/article10128-a-suprising-world-bank-recipe-for-industrial-policy-from-justin-lin.aspx
http://rodrik.typepad.com/dani_rodriks_weblog/2007/07/monkeys-trees-a.html


Latin 
America is 
bit spread 
out but its 
forest of 

industries is 
a little 

denser than 
Africa’s

http://rodrik.typepad.com/dani_rodriks_weblog/2007/07/monkeys-trees-a.html
http://rodrik.typepad.com/dani_rodriks_weblog/2007/07/monkeys-trees-a.html


But Africa has one great advantage 
Latin America does not have

• Very low incomes and wages in Africa, but then 
perhaps Latin America has better institutions, 
education, etc. 

• The poorer countries of HND, SLV, NIC, GTM and 
Bolivia can choose export led growth, but will they?

• What about the DR and Haiti? People are hopeful 
(see Haiti’s  OTEXA agreements… are they working?)

• Which LatAm countries are doing best in garment 
trade? (the first goose…) see otexa data… 

http://www.ustr.gov/countries-regions/americas/dominican-republic
http://www.ustr.gov/countries-regions/americas/haiti
http://otexa.ita.doc.gov/
http://otexa.ita.doc.gov/












Ghana is on track to achieve MDG 1: a 
goal few thought was in reach for Africa



Compare Sachs et al. (2004) to Africa’s 
Pulse September 2011 (world bank)
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Compare Sachs et al. (2004) to Africa’s Pulse September 2011 



Food prices rise, but not everywhere



Today

• Conditional vs. Absolute convergence

• Three growth models

• Poverty traps

• Trade vs. industrial policy 

• Rapid growth despite resources boom

New issues:

Migration, microfinance and climate change



Generic poverty trap from Banerjee and 
Duflo (2011) Poor Economics Chapter 1



Development imperatives

1. Climate change: adaptation vs. mitigation, 
migration vs. development

2. Food and commodity price increases (landless 
poor) slowing growth in yields per hectare.

3. High fertility rates: world population now 7 
billion…

4. Migration and remittances… works (Kerala) but 
driven by 1-3 could be politically destabilizing. 



Development outcomes

• Arab Spring: convergence in education and health 
(life span) governance  

• Food and commodity price increases (landless 
poor) 

• High fertility rates: world population now 7 
billion…

• Migration and remittances… Kerala 

• China and India: commodity prices 



Consensus on growth strategies: post 
East Asian miracle (institutions?)

Early Washington Consensus 

• Trade liberalization

• Open capital account??

• Macroeconomic stability

• Privatization

Sachs-Warner Index:

• Tariffs < 10%, quotas <40%

• BMP < 20%

• Non-socialist government

• No export monopoly 

Post EA miracle consensus

• Weak RER 

• Macro stability

• Exports and FDI

• EPZ + socialism works too

Africa w/poverty traps:

• Levers for growth

• Macro stability, weak RER

• Aid OK, resource rents?

• Aid can break poverty trap

• Debt relief?



What about institutions?

Institutions fundamental but, 

• Country specific (Rodrik) 
hard to change

• May be endogenous 
(Resource curse- Collier)

• Correlated with Geography 
(Sachs- malaria, landlocked)

• Some work-arounds: 
(Collier– ISA, military, EPZs)

• Asset redistribution shocks

Not essential as there are other 
levers for growth (Johnson et al.below)

• Trade- EPZs 

• Competition, open capital 
markets 

• FDI- new technologies

• Education

• Political coalitions (Marshal 
plan) 

• Black and white cats both 
hunt mice… (China, HRS, etc.)



Rodrik and Subara



Rodrik and Subramanian (2003) F&D



Levers for growth in Africa





Competitive RER
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Figure 1 SSA Per capita GDP Growth rate 

Average 1982-95 -1.4%

Average 1996-08  2.4%











Hybrid models: See page 66-67 Barro
& Sali-i-Martin old Sobelo model…
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Hybrid models: See page 66-67 Barro
& Sali-i-Martin old Sobelo model…



Demand side poverty traps…. 
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