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IS Pt:ERTO RICO CONVERGING TO 
TIIE UMTl'O STATES? 

Abstract 

The r.-eoetass.ical theory or tcor.onic growth prtdicts thal the rstc II. 

wh1ch an economy grows du.rina its uans'.tion to tf!.c steady-stale Is 
proportional to its distunct from lh011teady-$tate: the further the di!tanoe, the 
faster the gt0''1h, nn<l vice Vtl'N:. Consldetlng tbat the US is the Jaracs:t and 
wealthiest economy in I.he "'Orld, !I It not 1urpti$in_s that durin& the po11 "•r 
period Puerto Rico finkc<I itwlf w1th the US, and ou1performcd other 
eiconorrues \\hi~b 1'.ad )O\\f:r, l'ead)'·n.tLe JC'\·cls of per capita income. DUI 
doe:s this tie.al! tl-.l! Pat-ttO Ri<» iJ cor.vcrgi.."li wrtb I.be US'! The rriBO:iptil 
cooclJSion of this ttSCMCb 11 t..._ U:e econom) of Puerto Rico j, not 
coo:\-crgm& :o the Sk'ld)·Mte lnel olptr capita inoome of!ht- Urut.cd ~*• 
Tbrc: ocher sigra6cm mulls •m. 

• The tn1~ti1\I err~ of 1welw>od 11 actu.all)' • viW o:onoaic. Ind not :uu 
political, •la..'iab!e It clQ)la:nt PueM Rico's ~k of economic ton\ttac-ncc 
Y.'ilh t.\C US, 

• Y.'i11out s~~tehood, ~rto Rico will ne,·er develop sufficicn1 e-conon1lc 
strength to COJt't~rg:: wil'i lht 1n11l"l11.1d economy. Because of tho l11ek <>t 
econornic co1l\IC"icnce, 111a1chood i~ economicuJJy. •&ink or swim 1r.111~e:r. 

• The C()S'I of Co:nmOn\11f&.hh atal'IOI is enormous. Jn 1994 the a\'n"•ac 
Put:to Rica..., ...,-oo.ld hive been maktn1$@()~per}'tar,1f Puert0 RJ.::o 
had ~ C'.On\~ 10 I.be rn capitl ilxiomc Jc-.·d of f\{~5~1,drrl (the 

poo:'C:St ~ '" the VnJM). 

At tht md of~ dly0 ·~ qLnllOD ~ a;'°"-ay~ hem; Vt'tw '#'OO!d be &he 
cos1 of itllt.hoocf".> P.ly anal)'ll coocbtci iMt die oppos.:k QUh(.on shOU:d 
N.'"C tee:i asked: \\'bat ltaJ bn-tt lhl c05t ofCommoavi.~lth" 
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IS PUERTO RICO COl\Vl:RC l:SG TO 
Tilt U:SITt:D STATES? 

The 1naln rcsu)I of 1his study Is lhril the per enpitn income of •h~ I '1.1trtO Rle11n 
cicooor.iy 1s noc convcrg:ina ' "'~•r<h1 the J:<f capi:a iocomc of 1bt Vniled S11.1ct. Lo 
olhcr word$., Puen:> Rieo Is~ cJosint lhe l.ric:iomt sap th!!I s:-paratts rl from 1he US. 
£,·co •fltt cooi..-ol!lna f.:ir a 1:"1 of •ta.idard dc1Mnit1L"lti of sro""tb \'lrillbltt, P.icrto 
RJCO re:nai1:s v.-cll tdov. t!tt eM\C'~ ~u need b)- tbc t.:•·ted SU.u. 

Tbe lllOb\'atJOD brt.ftl GaJ ltMt}- it t>WJ{oW_ f""nt. ii Sttls 10 pl•CIC be 

.rnc..-ai::a:s of L'lit PllatO Rian «UCOrll) 6ndC lhc- p:r'.od aft« \\'orlid \\ • .II Iii 
~cOft'C\..,~"' Th4«u.:-mk~aterrtJcirPua'.o!bcoG.11111M11C111 

ha\ c bcetl s1~ .,.s ~ ...,\e been <hwo for otliiet LatU\ Amr'l'lcM an4 

C.ar1b-:1taA ec:ooomiott. Tt:' q.._.~: ·'-"" 11, ho"'~er. $bouid Puerto R!.eo be ('()n"r'4f"d 
to !hose c..:ooomics er. 111lhcot, to lhc «0001t1ic pet(l)rm2.tl.CC er tht Urihcd St•ta& 
Y.11.luo ibt. s11mc peril,)(!? Pucno RiC<J iJ f11r more clo;cl}' Lnkcd pol1tla lly, 
tcooo111ically, nod soci~lly t~1 lht tJS thuo lo 11ey « her oounirt, lncludl:'lj: thoaci U1 
L.1tio Americ.l and the CJ11ll-bca.n, and Iii\ high dee;t:t of !n1ciJ'11!01) l~,.,.e<en 
Pucrtu Rioo and tbt US lmrhc1 1li.11be 111cady suite )t\'tl ufp« c11pih1. lni.:oolt <>f 
Pucno Ri~o is mo11 l . l~ly elater 10 th.al or the l.i~ lha:i 10 Oat or !he ecooomlc• or 
othc:-comi!nts :n ltAi rq:oo 

The neocl.aw;kal lli«it)' of '""'<lnlK FU"'1!il prt:&:u :bll the !'MC N "-ti-"o:!t • 
canon,.- £.W'l'S d..anr.g its :R.~CD to lbt IW*J) SUIC is propMiouJ to its~ 
~ tlia: •ad) stat - tt.c blhct the dlaumtt. :ht faster dt¢ ~ 11114 'kc 
\c:rs.a. Coa!idcr.q: dlll: lht li.~ b - ..,..,. wl .~ttOCOm)' ia dlc •orld. it 
is not s.urynSL'I t1ut t!l!rins me J>O'C .,..,. ~ P\ac:"..o Rico llllcd r.wlr "'·L'I lhe 

• This ~-.pc:r i5 p11ri of m)· Ph,O dt1w11.1•1Qn ir1 Fco:xioics (15:96) at H~111J t.111 vtr,..1y, 
l'.irer;1scd by Rober. J. Barru, 
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VS aid OUl~cwntd ether e<:onomics y,i_:b lowu s:c.dy alltic ~cb or J!Ct capi•a. 
bcomir. 8\11._ tlt1i '"°"'Puerto R.:co Uco;n"ft'lil:,a to ltoe VS"' 

The wt""4 ~.~'r.e or lbb ~ is to ta~ tr'4 dr•"' U111C Ulbt 
~ OWcft'ICI hnio Rko' spohlJcallllrl!S hascnlllit ... a.n11·s ~) ~tnl 

Alncfk.u - P.Jin'IO Rae. polibelas bdic'\"t - l""..IMO Jt.ac. tf9lC';JOOJ ~ 
l'oe Pl" .... mri.I Puma llico racbc:s a NI of J'Cf' ~ dio.1mt ,ao.a to kt:\ 
1klf u.c..h, -.r.et dw sd pol«ictl cU3tr: •ould ~ aMa '°"" """1to '-Joo i..t 
lf'Ptt*hed tk k\d af ttOOOtr.k de'l·~ ~ by ia>t U) &I Is 11'1• 
pcisy.,i~k (hf Pllrno lbto? 

FCOl">OO'l«illy, 11'111 ('IOli1kin only makes &enSC if Pucno Rico " in flier 
COO\-=sirtl tO 11'1c i lCld) SIAIC ptt Uj:1ta llY'...omC o( the l:S. I£ 1n,tC\td. l>li<nO Rico 
Is COl\'-'a11n1 lo 11 lowcr ?c,·cl of per ap:t& iocamc. lhcn lhe P\Jc:'lo Ri.;;nn ~on<1rr:.y 
'A'ill conunue 10 dJs:1anoe 11selr ~m its &:i311L oci&bbOJ, 1.<1d dle:ire r>recondilllX'I• ror 
s11.1:chood ..-·111 1:.e'ttr be 1chie-.·od A regression &.."lal)'US: of lhlt crnt~'• tconQn1lc. 
IP'O\'~h ocrott 1'1~ 111111cs. prescr.tcd ln tbls paper. tt~'t'all dVll tcrrl:orles (and P1.-cr10 
IUto '• 11 tc:-thOr)') have SMWO more s10>A'I)' tb!ln states. 

Tbl1 J"tll'CI' cmiclUOes thal lhc benefits of statehood . ..-·tucb iocJuJc pohtlc&I 
powa, (111J pultt ln. fcdctal fur.d1ng and programs, aod die psychol<>ali.:IJ Iii\ lh.lt 
11trac:l\ c1rl11I 10 polt1;1:1Jly stable civir(Wt.-nttlS, ca113e a1111cs 10 oo.11~orm 
temtor1ct. Thus. ICI) ?Otley lota!!ing to s~tdlood. will all;.w.· Puitrto Rico k• r.m11Jc 
i11 lor.t'l'Wl cqu!:~um income t~s d'..u oftte US and wiL PfO'·idc P\a«'.o R.ko 
Vti'J) ldlf.11.cri•~ KODOmK lft"Wtll ~ l.Y tramltioa Do suQ a biP' Read)' l'IC:: 

Sy rcd'JcUlS ·~ pof,l.JC&I uricmaim)· al bcildiog a c.in: jX.,...al OC(IDO(ak atJ 
polll<.t •~• .,i:h 111it us.. :1x cmr:ce rromi ~ca.di 1W10 w 
.......,,. ,...., be tW; Vii-a) '" hierto Riw Ill) adiinc • ...,mar pilth er ... it _ ... 

I• p1J1k..il.ar, tl!.tt sn.J)• f.bovo'S dm.. Ii) he'tO Rko'* bcotll ~i:ftJ• I rPc 

moi·c ll M 2 pM*l:lrt poim.t *c:- rt..Mt c:oul~ be upt<'lcid ftom M cicon~q • th 
t.~c ,.._.,"" l:i.1iaJ lt'>el of 1-"1con:ic c-f Pue10 Ri.ro and comerg:irta 10\\atd• tl..c t 1S. Iii) 
lrut ~ack of COfl\'trJcn"' hM mellt:ll 1?111t PllCf'lo R.itlJIJ lod•Y h1\e • p~ taplia 
lnco:oc $6000 dollart IO\\'tr thtn tl:e ooe lhe) COIJ!d have aot. t1il) Tbc pobtlCll 
s1a~ut efl"ecdvel)' explains lhe cc.onomic perl'amunot. Amc:ricnn ~mi:ori 11e1 l11t\le 
hi ~I Otlctill)' JrQ'A'n 2 pcrtCllllliC points (lister 111\er Ibey hll\'t b~I! f l lllti. 
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2 A Quick Look Al The Convergence Hypothesis 

TbU ~or.en• qi.Kkrn~ o!dw meia in:plicaliou oldiic~ 

dlc.x) of lfO""'t.1 m unu or.,. coa""'""'' C'!"ka.. 
T1le llCOICllinical ~cl~ JIO"• *'doped folloioq ~ 

Vti«k. of Solow (1956) ad S•• \19S6) 11 nwnly ~ ty • ~ 
f.incti.:o nbibung ~ ~:MM W c:tf'fW. In sud> econoc:Dc:s ll'JC nt.c ol 

~ 10 :aprW ,lt1S 10'.alkt a tx occ.ioniy pows -~ ~ accum!:Lac:s coorc 
espi:al Because of Ole C1m,nl)hi"IJ reiunw t0 ta;i!ul, 1he f1ll: of per tafrt.a 
..:cum·JJadQo oi ca.,ita.1 duoinJ.tlct u l?lc llD(l;. of cap1ul locreas.:s. A~ • 
~onscqueocc. cllcli ecuoo~uy ap;111.11chc1 a uni-iuc looJ•r.Jn eq1Jli.brium ot ucady 
)1a:e. l1'11Ultl\•e1), Oere i11 p1.1in1 "'h«rc 1bc oc"'' ~dit1ons 10 Oc siocl: or c11pi1al .irt 
only enough l\> ocwuo1 for depu~..:lotlon a.1d popu1111ion Jro"1h Al Iha! r.oli11 no nei 
addioons of copilal an: 1n11dc, a1)() the eoot101ny i lOJ'll j rtl"·ina. 

lma.gir.c an anal080llJI ln(t1i1 .... tio wlll C\'Cl'll mll~t be 11 6 (00! a dlllL Thal Is his 
Sl~Bd)· s1a1c. In lhc process (tntnsl!I~) 1-0 oc?lle,·c this ndult s.iu,. hoe \\ill ar<l'A' ~'C'I) 
13;; at Ille stan. slov"IY convn'M~"l to 1 .rcf\I aro..-1h rate un1il he rcocl>es 6 !'ed. 

Ouri,a the ltalhltlvn t•""'tnl• thit 11C'1'J)' tuie. otliCC' lll~n&' bC:il'lg cq-..al, tbc 
tat: of ~im io the ecol'lOn'I) lltlJ hence t'llc ntc of up.111 accu.:mcl:i.fon ~ u:..,usel}· 
rcl:it:d to tl'.t 1ni;..;al per capita tl(M.J, Of capi ...... As • co~ce. ibc theury 
prtdl-.."b ~me futher •'-'•) .. ..wnom) It trl)ftl hi 0"'1' ~ sbt: le~ of 
pC1' CaipiMI iDcoQc. lliC' h1p dM RIC: of ~th f'..x d:i:J CCOl'JC!m) . 11us is lbc baU 

for 111: c:coocp.or c:Q11•ap:1flt>f 
hi dlic UlplelA. MOCa.1aJ ~di MOile-. lht $wNy $WC ~d of pct: ::apt• 

l9QOIDC' IS dattmillCd "1' tk tect.olot) 1m-...-. the !lk of pcpUtioo gJO"''\b. * 
~ w..e. ud flit "'""'" '*· Tbmfift, ody if• .,o-:p of c:c:uriics me 
the w:x 1cchDology (brody dcs.ed to wlllde 1J'lll•tuiou. poliric;ll suim. eaptal 
l!CCCS:l. C'1c.I. prC'f~., #Id 00.cr rCle\·lf'JI par•~ .,..,J t!i~ ecooomies be 
cx;i«'tied to ha\C t!lc ~c lol\l·1ctm k\'C'I ~r per Cll'Qt• iDCCOOC « $1cady J.!:att. 

In gencr•I. 1he k\-c:I vf 1~J1.1olol) c.an be affcdod by !O'<en:.fl'IC:Ot policies 
!!Od regulai~Cllll lt.&1 d1~1on IJ1ci 11u11 a.tll and b)' lhc de~ t>f i.n;cgruion "ilh 01btr 
eco1'10mies \\1th olhc 1cchnoloalCJ 'fl)O savlr.p r111e c11n bt considered to be 
exogt1'IOUS or con be cidOj:t1101.1d)" dC1crmlncd b)' tbc underlying prcferc:i(C 
p:'lrarnctcn:. After oomple1u11 ll• 11111~11!01t1I dynnmic11, un «ot101ny reaches i'.J 
Jong-run level of pt:r C:l.llill lnCOl1C '11.·her. the difl'erent per eapi:a \•rui11b!es $lllrt 
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g::ow--.111 AC ec Jf.ll'lt ~ nice ot IJ"CIW.h si•'ft'l b)· die race of ooac_. 
ro:-knoliosiaJ po..- Al th5!1 porna. t.Y cconom> is Uld :o be di smd1' ...u • .t 
j,;,s ~d vi,. ... ~- b ~II) k - s:~· st'* in-cl 

CcimW.r •.-.of~ dw. ~of~ poli:ica. or ~l\UI 
~. lillteltw ~ ~ ..-c,"lht(l(prQJlitaiXGD1C. rw: neoc....., 
oodd of l'0"'6 J'ft'dktJ !!ml ti OCMll>te$ ..... l_. ir.it.ul Inds off* Ulp:8 

i:x:omr: ... ;11 N\'tl hip fW!tf ()of'* cmpi~ tr.cant E,T0\"1'. t.:iorer ttOnOhn .... u 
lend 10 ror., .. 01 ut.I .. bl v.ealt.h.ic:- cntS. ill per ctpdl Lerma,. If tile- t 

«orion· ct d1ffu ool)' bca111c of 1r.itil:I condJliom.. Thus. the theory of •blo·u1e 
co1>•..-cr1c~c of '""''O ccCirO'"lliC!I Qpi,ng t.:i tt.c same s.~cady sute lt">·cls. t?ic 
economy '~1lh 1be lov.·«, blltial lf'•cl o'"ir.comc ,.,111 grov.· !Uttr. 

I l~cv«, •\'C.n lllif 11mple~ of Ll1e occ.c!.ass1cal yov.'th modea.. the Solov-· 
S\\'fm rnodel. m 1ullt• a r#tflltn'lt'!lt of lhls: 11nplicatioo if all cx:ooooic!I do not ttiu~ 

1hc Sll11\C s.tctdy ttlltt. \\!hat If dlffcnr.1 countric:s blve dilrc~t i nvtnp r111c, 
p<1pulatt0t1 a:ru .... 1h r1.1c1, 01 dllYtrcnt icchnologics? lt ean be sbo,~n thal eiconomics 
"'1th bi,ghcr Jleody- 110.1e l cs'o--el • \\ill ll'OW' JI a l'iaher rate in tct aiplta lt:fl'!lll lllan 
those s:m·ina to .... ·Dtd ~ct a1c1d) at.ates. Hmc:t.. lbe theory <if OOt1dh>t"tlo1.I 
con''ft'Fflel (11\tt the ,...,_i Ion' of !he con.vcrgt:lcc b)'~is by Barro 1:1d SnJ .. i• 
Mlll1J. (1'9"2), incl M1111kh,. _ Romer and Y.'til (1992)).; o( f"1> c:iconomies "'1th the 
M1DC i:lltJal Inc-ii or itciomt, t!w ccocorny a..p:rin& to tbe b1ghtt ~y Wilt \'>Ill 

po-· futn 

4 

• • 

t • •' " • ' ' c'-'r;--,..-, 
I 

-,-

••t('JCe I 1U~:n the ddfcrc:n« bct\\'«:n thC"iC 11110 c:onoq;u. I Con.i!Ct:r twO 

~on.xr.iies sba:ir!g tbe woe lltid) f.t.lt ll>C(lt!IC k1' M wi1h dl:fcm:t Oitia.: 

«'Odttl0r:$ •, aot -'•- As ~ fijlJC clr:ar~ ,..,~s. lW tcOOOm) w11h ~ i.:itial 
k\c o( teeaClit w'.U lfO"'. (de:r ~IC Ji '>J;. ~ cc.av~). Co:l:silb, 
~ t'tll'O ~•!di lhe teme Ilic.I k..-c of~ .t., kll lirtth «lEtran 
s~- s&* .. -a;.es,. .t,' -4 •1 •• 1Clf."d'"'lr m di• c-e. ui ilipolC of the ~ Qu:1 
kidi. eeooomjC$ thane tac Mint uwal ..,, ... or pi'f"'ClllPI'• ~ ~ (II 

thrif 5teN!• IU1CS. dtc: ~ ._,!h tlK tup. Slo.d:) Ila!( k\T! "1JI ~ fas:c:t 

18· '>jl.1. ~:tior.ail CQll\'CfJ."1~). 
The speed of o:Nro'CJICr~c it 1n l~pu1\aiJ p1r1MC1er 10 be 155e»Cd, not. o:il)-

15 • lbeCll'Clic:al cutia1d:)", bul abO 1>9i;IUM f l'I CCOl'IC'miC im}!l~r.liO:'IS. :\ )O'A· 

ireed of eor.~erscnoe impl.cs 1!11t countnc• 'Ptl'ld 1:iuch eof the time Ur 1W1y from 
ll:eir .s:eaJy stale. A speed of comerpoa of2 S pcrticnt ill.@.gtSU tl'.at 1bc avcrase 
1imc th11l 11.1 ccooo1ny spend.a lo ~o..-cr lwll' ol tho dh1unoc to hs 61c11dy s1ii1e i~ 

aro11nd 30 yc:it11. Thcn-f~. 1r.edlJtn-IC'fll\ jl1\'.lwU1 r111c• will "°"' dcn:·u1:fltcd b)' 1bc 

1 T!'le raurc p1eu the r.tt• of a,."Q...,li Qll 

horiz:;l'l!l11 ~is. 
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1rnosi~io;uJ drnarni~~ only m.u¢r:11llr afii:cted hr c!ian~ i:t the 111e:i•1f £'Ul:t 

prultiorn. In oontmst. high speeds of ;rrn\e;gmc~ lm;ilr 1 !1:11 1 1~ economies spend 
rr.uai of the tir:ie m lhe ,-idui:)' cf tl:cit ll:Jldy st•te. Thcrcfurc, shon-~crm rn1c5 (l f 

~10 .... t.:1 ue s:ronglr affected by sboc~s 10 steac!y mteJ a:rd by tlie IO!'IS-tcrr:t madr 
111stc ~1u\1.1h rat:. 

There have 1:-ccn m1111~- nttc:mpa to "el.t0111a'.c tl1c !pc.:J .11 \~hi:h ~mrnies 
anirv&C'h their stc.ady st&1ca i:1 lhc crr,piricnl gr•1wt'i literall!tt. Since Romer 1J91!6). 
btte ls I CCII!lie:lSllS on the lf:ts:T.(IC ofe-;i<lerrce in llWO: ur llic 6b.Jo!u:e tur.\l!!t;CJlC't 

h1rott1(5\j bl a £lobal IC'\'d. Reg:-css:oos using large ~r.ipleJ flf co:.rntries ~ow t;m1 

rutes of growth o! pcHapila htol"'.'lc are usnnlly ~i.th-e ly c11rrc la!CJ wi:b i/1ial 
IC'\els. Thcrc ba,·c been two nrpro~li!CS used tu tl~l \\Ith tl'.c J ifft:'t'flccs amon~ 
s1udy stales •e<oss l"04Jritries. 

lhc 11.rs1 one fr.-.·oh ·es n:s1ric:1lrg l.ic sam;ile of l'-~omics 10 1 g<YJp that, 
prt!.umably. is homogc:nous enough 10 s~1:1re • commlm .i~y sr~rc. In tl1i1 ::asc, 
we 11.~ mC3Sur£r.g, local absofJrc: con,c:rgcncc.. The ~mid 11rrrNcb h:.s beei t () 

deal with a cross sc .. 'tlon ofhC1miscncoo, cou,trie:! 11m! 10 rontrol tic C'l<tiir.iition of 
the sptc:J uf con~crge~Kc using• sc:t of \•nri~tt:c$ l ~u: pmxy fr•r tlie Jifft~r:ces !rt I.he 
stc:Jd)' sltslc positions ecrrus c~ir.trics., '.lh~ i3 c:i!ld the &!oh.I ::c•rt.litiumil 
(:()fl\'triencc. 

Fo'.lowi:ig lhc local 11!:is::1l11tc: o:xt\'trgence a;ipr03ch, Bll ro .md Sala-i-Mutin 
( 1992 1, in their lnalf•i5 for the C01lli£UOUS '48 SWC!, four.d I &pmJ or c11r.~·crgt1)Ce 

of L'O'Jnd :! per~rot per ycar. Fig11:-c :Z rc:rroduccs their wclt. t ncNn yaphlcal 
C'\>idmcc of tttl\'tr£tncc, showins dl!lt the: poorest m:t's 1t the: bcgin:i'r.1 of lhe 
ccntJry {the CaroliM5, ML'llL~if{"i. (ieor~;:i ar ~J ,o\l3'1:-arna:1 bavc l:ccn r;ruwi':lg on 
av<:-rn~e mkc: as fast nt •H.il!~.iet' slutu. 
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l ~or CXlUtlrle • .So:i'.h C&tolir.a, the p<JQre~t ~c:. had :n..i pMXli1 of the pc: t41rita 
i 11.:omc of Kew Yml.. in 1929, b)' l!XlO this nnln hnd t:coomc ii.II pcrn-: 11 , 

MiS!is.sirri w~$ the poorcu m te ln 1940. Ir hnd 22 pcr.:ent ol Lhe per Lap!t.a Income 
of Ddawarc, thro lhc wc:1lthier. mtc [r.. Ar.ierlca. By 1990, Mi1sis:1ippi, $till tile 
poorest sut~. ahead}' had 50 ,pac;cr.1 of the ir.~ome of the ...,.ca1thkst 5l.l:e. r.o'~ 

Cur 1r~Cli.-Jt. lu ~o )'Clll'I, Missini;ipi }101j b«:1 able lo rcJu•c: oy hnlf the dts~lll'ICC 
I.hat sqwnr:s it fn•rn lhc '~c;1U1 i (')l llta~l'S. 

·Given the: depcc 1•( :i.:111.:r.111 11.:.1d cconomk imcinl'.ion 1.1moni; the c!itlbcnt 
s li:al<:s., ll::e l'Oll'.'tr,cntc cff~1 ni1~1 he: th: main rrusoc1 thut Missinippi er cw c l a rate 
t'.••ioc n~ hi_gh, cm a\'etaj;e, as lfl!llt of th: m11.:h \\ ca1lhier Nurtl!CJStCrn '10tct dufr11 
the lest SIJ rcs1s. Figure 2 is c lso 11 u~ri..J illust111r.ioo ofrl·:c "con\'crgcncc t·cutk:." 
T11c !1:1agln!.r)· .Enc co:mc..-:in.» l\'ortb C:uollna L1 the Yppcr l:ft ol' t~'c figure anJ 
Calilbmfa i~111tc lower .rigbt cnmer .£1Ves fill a;i1lrc,\5ma~ id~ of the p!)S!tlcm thai 
C'• IJ)('>TIJiel ~h.:.ri:la 11tc Sll'.lt~ lo.lll\'C1gert0: nt1C ~r.d stcUJ}' .IH!t~ k\,;•I mast hll\'": .. 
Therefore, tile ta'l tl1a1 :nw->t ~:n:c~ a;: iligr.c<l u\·cr •Jiis tivnticr .£i'c,1 an iJ l'.a uftl1c 
l.i£h J~£1cc of!rumogmc:ty d~~>~ 1:-y tbc co:1ti11cot1I Unilc:d S!•m~. 
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Under tlit' ~di:io.1a1 con,·rrgocc apprl)llth, diflerei:ccs in ~1t'bdy •~\C'S 

across CO'JnuiCJ arc coouollcd ir-'ludha, 11mon1 11thc:';i, tile im-cstmmt :rutio to 
GOP, m~~~ .,r di~tortior.s lile p·rr.i~t oo:isl!Jl1p:!on ar.A I-lack m.ukct 
prm:i'Jm. rr.c1SUJes 11fpolitic-al $labllity. ani, mem1m of the q-Jality ar.d quantity of 
human capi:aJ. 

The main lindina <Jf the cross-coun~· empirical g:-'1Wth litt'ralurc sc:ms to ibc 

that t'iett cxoo a global conditional speed of co:i'·erimce r&-1Jllti li'om the 2 or 3 

ptte'Cnt of the Bano C'Sli:nates to the almoJt 10 per:ent rec~tl) ·ob:a!ntd ®ng 
dynamic panel tee.'tniq•)cs , The litrnture also ·~11!ge1ts th~ existttCC' of Ive 

:bsolute con,·agcic.e ofapJll"O\i:r.atcly the $lme magnitude in sn·ttal rc~ons. J 

l hc imrlicatioo of the;c findings is !hat the speed of com--erg:r.~c h111 an 
impor:a.it .impact on the medium·ter:'I\ rrocu1 ·of ceonomk powth. Cou.1trics or 
'1a:es rtlath-cly homogt'DOUJ in th:ir detmninanls nf t!ie lltC111!~- state, b'Jt c!ifl'er[ll! 
in Llieir initial c111\d11iom. c<>1wcr3e towau!s cac-~ oth«, thercbr rcd•Jcing thci~ ir.itial 
difl'cre:icc1 in pn C81lita :noomc. The hi gt.er tl:e speed 1•f ~·o,wcratnee. the f.uier t'it 
process will be. In 1 rteenl pt.per, Sachs and Wcmct 1J99.S) point out that 1 

sutlkient cond:tlon for .hlgt:.cr t~.an '''ena1e pow1h ufpoorcr CO'Jntrics is that poorer 
cccoomies !Ollow reasooab~)" efficient c.."Onomic policies. They f;nd ~tnma 

e\i der.ce or C<Jn'it'rrt'net a1:1or.g those COt:nU[CS following orcn IUdC policies nod 
wWi cle1rl)' csllbfahf(J Fr<lptrty rig.'lu. 

In ~ddition, fl'I I gi\ c:1 speed er C(lr,'r-eJ~ce, i:icrascs in the Steatly St&le 
le\'tJ of per ~aplta in:ome 11 which an economy is cor,wrpr.g "'111 raise the per 
capita income pO\\oth rate durlns lhc transition, since the coa:ior.iy Ytill h1\'t lo 

oi>\'et a longer i!islan:c In the wnc time. For that rrason. an ec:cmomy that is •~le 

hi incrcur its long-run srrady s:atc per ca;iita iocl.llTle o)' i~.J".ro\·ina 1he teel-J1olo1y 
l'r'lila'o!C', ir.cml!ing lhe pu;lk's ::nnflder.-.ae in Its instlrutions, reducing madrt 
dist,)rtioos, augme:uing the quality ~r it1 lal:ur tiircc or opcnbs Its economy to • 
more dcvclorrd reaiD!ll, will enjo~· an lncrcase in its B\'r ... gc. rate nf rm·~1h ·due to 
the C{>llV'eT~~r.cc cllht. 

~ In 11 ~ of l'f'grrtsiOOt URn@ et1).!HCaiooal and pooltdiJanrl a;irrmcbeJ, ll:c esfur.a.~ 
o*'.ncd for the~ ofCOr.\'lrSCftCC l'.&\'e flucr.llted bt'M'CC& .20: llld l ('C'Cca1 pe-r )'Car. 
,\ rm ·Of !'>Or.\'ngrr.t'C thBI f1ualllltl beli\"Cen $ W 9 per:le'llt ;"lal Oeea found in S!UdJt! frJll 
ap;:I y rc:o:icirLic tect-.:ilqucs. \~hkb ccrre.."1 for ur.ot~·:.?Jle difl"erc:ice! acro:u C(•UDll ici 
11.r,. ir.di•·id:ial dfcclJ) arisir~ from c!JITcrcD:es iri L'1e trchr.i)loar ll''~lt 

R 

J f.~·aluating The Performance Of Puerto Rico 

In tt1is section, we :valuate t1c ;>erfonr~ of th: Puerto Ri~ «onomy 

°"'!ten compL"Ct to the United St<l:es lmd tu a sarnp!c of Latin American and 
C.ribtein OO'Jfltiies. In parti:ular, we re i:ttcmtcd ir. deunnblng whether Pucno 

Rico is cffu.m~ly on rhc COJl\crgcnte frur.ticr u1ccd by lhe 1111es of the Union. A 

1cptiH! ~u!t will indicate that Pueno Rico Is noc con\·ctging hlWU'dJ the US, 01 ir. 
her words, thlll. Pi:erto Rico ls not closkg the income pr with the US. Ar: 

m1ertste1:! reader can find &C'\':ral dcscriptiar,j of L"ic :P.Jc:to RiC111 ccor.o:n)' atler 
Wo:ld \\'ar :U in Appendix I cft'li.s pe.pc;-

Fim, wr will p:cvid~ wrr..e g:a;h!c1l eo.ic:k-o:c in tcm-.s uf n:lili~~ mcasurts 
l•f cr.np111 bC'twccn l'urrto Rk;:i, the \JS, 1mJ some Lllrin American and l'aribbca.1 
m11ioo~ . S~oodly, ~c will prncr:t the cooclusfon.s of ifO\~th rcgn:s~iu~ cmpi:i,al 
evidence. E~1cnd:ng 1he w11rk of Ba.'T<> and Sat.i-Manin (1992), panel d.lta 

n:greniur..> we:e perfom-~d \\<ith a sampk romis1in1 of the .-s mainland lJnitcd 
S1a1es rtus Puerto Rico a.id Hawaii for the pcrioo l940 to 19911, ·1hc ac>ual 
eq~1lons ar.d ar.alysis <:lit:. i:.t: foW'.d in Ap~Jill 2 of this paper. 

I h: cmp:ri~1 evidcntc pm\iJed by these regressions 5how1 that di:rin1 this 
period, l'ut'rtO Rico clearly pa(orr.icJ below the ptcdil7:cd 11'0"'1}1 rate implied by its 
initial lc-.-cl of per c1;iita in:ome, C'\'t:l after c:on:rulling for 1 s2,dard Kl of l"Qnt:o1 
\·1rillblcs. Puerto Rico is the .:inly ««101:1y In the sar:iple 11i:Jwin1 'u~'1 • serious 

undcr·rcrfolTT'..mce. lnt..-rrtttln~ lhcse rnults in liihl of neoclasskal lhcory of 

gro"tb, it is r,()~Jihle 10 argue thal C\'CO though Puerta ;Rko partially IUL'TOWcd the 

in~o:ne &llfl with the llS, it ls not 000\'t'rging towuds lhe rtr ~;,pita Income of t:ic 
Ud lr•i :-;ui1ei. Fbally, I \\il l show some C\i dcm:e that the political s:anu of t~c 
W:i.:1J ~"®!d y.·cll be 1t-.: mai:i re11so:i for !his u..'IJcr·pcrtbmuin:e, 

J .1 Grapbkal f.\•idence 

A fir~t exer:isc to evaluate lhc pcrformLice of Purrtu Klco rclati'rc to oth:r 

ecor:«nic:s is to male pair "ise wm;n1rl~s of a measure of •Olllpu; pn capita !or 

different C'Cooomies, I use GDP rct capita m:15ured at curttnt intenutional prices 
for l'uM(• Ri:o, L'lc us. and I IC:: or 1.a:ln A=ntrkao 11'.d Caribb"1! cc~wmi~. 
obtllinr.J fro:n tile Pen W«IJ tableJ v~sioo ~.6. 
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Fig--.ire Jn clClll'ly indicate; that tbe P'u~o Ria.n eeonon:y gtt""'' rasict rela1ivc 
to the America,, eco001r.y until 1972, It shl>'~s Puert.0 Rieiin current ptt c.Apitn GOP 
and GNP 11.~ e peli.'C'lltagc of the same me115'Ur'eS for the US. BetWec::n 19$5 1t11d 1972, 
P1,:ierto Rittn per capita GDP mo,·ed fro:n 22 ~er,t 10 45 perccm of A-oeri1:11n per 
capi111 GOP. Pe:r ~pita GNP ro:lov.·s 11 si-niJar 1>3t~ern although less prooounc-ed. 
L"lacosini from 19 perc:c:'lt to 30 pc:t'Ot'nl The figure also shov.·s tlW after 1973, the 
ca:cb 1,1p force hll!I been praclically oon·cxi$tent \~heo co1npnring GDP's, &nd i i hll3 
been c.Jc;uly m •\'fscd in tern1s or per C#pitll 0 1\'P. There is oo clc11r siif!nl l,h:.1 
Pticrto Rico ,...,ill reduce theo-Jt!)\lt gap gi\•eo ii! ~11 political status. 

rs this the normal bcb,Vl()r or othtr economies in Lctin Ame.ice and the 
Cnnl>bclln Uuir.'? Figures lb to )i plol rel.ativt n<~aS'Jm of atmOI ou.1pi.:1 per 
copila for 90me Ln1tn A1neriean and Caribbean c01•n1Jic:s relati~'e 10 the US and 
Puerto Rico. A quick. look r.t figurtS 31>-i shows 6111 most CG()t'IOmle11 i:i the rtgloo 
h!r.'t un&cr-perforroed bOlh Pu«t-O Rico and the US. 

r1' '"~ 3• 
Reb:h·e Perf:>rm1111ce :>f Pt:C"rto Rico: 
R~ti;, eri;•r·ta;itu c11tp •J1 :o us. otHf>UI 

... . • 
• 
...... 

19?0 19$0 

. -.. . 

\\lhCJl. ootr..JX!red to 01.ier Latin Ame:riq.n c.nd C11.ribbellll tconomies. the 
pertQrmance of the Puerto Rie:in ecl)l1<1my is !JOOd In pct;il. /\11 the ec<11lo1ules in 
the sar:1ple became poorer e1)n'lpered to P-..imo Rioo beh~ttn i~.SS and. 191'3. All or 

I~ 

tbcm st.ow 1 quiel: 1tco-.·t1)' r<:lativc to Puerto R.a:o !!.Iler l11e oil shock, indicating 
that it hit the Puerto Ri::ilo et()nQmy particu.latly hon:I. After the Oil Sb()Ck Pue:io 
Ri::o ~~um«! tbe o-.-er·ptrf-0munoe rcl11ti,•c to most ~ooomies ir. the sanlplc, 

at1bough inoeh less aggressr.·cly. 
ln sum.wry, Puef1o l{ico sh.:. .... ·ed an wtstandiog cn1;t..up crt'eci in the w ly 

pO>t·V.'Wll pcriOO coopnnxl lo 1hc VS, out·pcrf.::m:ing all olhcr C.-ribbw.n :ind 
L11tiJ1 A1ncdcan cconoroic.s. Ho· ... ·e-.·er, .$inee 1913 Puerto Rico's per '"'Pi~ output 
gro\\1h rate has dec~d RllJ.ll\'e 10 Other coooo1nies in the region, nod tiicre is no 
clear tndlcaton. tha1 il "''ill e\•er 1;c able 10.<:lo11e tbc il!>tome gap ,vjtJi the US. 
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3.2 Pflnel Oata £\·idence Conclusions 

'nit 1cJulU Wing from 11'e plllltl da&I 111aJ)-sis (ibe c:qu.11.lcil*J for .... rucli 
cao be fc>'Ulld ii~ l) de.ty diow tlw hcno R.ioo )sq b«9 p~ 111 
ad io.a- tac .,_ die cw implied f::t a 11111c ,,.,. iu citial i11CG111C lad. To 
cuketi.11 ,...ltcker. figwc "41..,.sthc kW1mqrt...almnorlft*•cf 
per capita m.;"111< f\M' che •9 macs 1n;tudc:d .,., tM sampl<: ar.d Pvtt.> lttN fut me 
SO )'(W penNI 1u1dc:r scud}- The dala co1n11t frut11I.litstabsnc:al1btcn1(t r-flbe: US, 
an.d ic 11 net of lcck.:1&1 uansfers. The fi1'1rc •\,o 1•l01s tl:c: prcdw1cd r1.1cj of gio .... tb 
U.SlnJ lhc: ~d1n••)' lc&H SQUartt CMilllblCI fUCJCtllCd in colll.llln 2 of c1tble I (sec 
Appmdoi: l) Oc..•use dlis cstmwton pio.:tdutt cblaincd the IO'WCfl tOll\'Cf'8COCC 
rtte, • n dw: 111 '"' tllltttt\'tb\~ cui.olu: of Poa'lo ~·s -.mdei·pcdonN._"1Cc Tbc: 
fiprc ,:ltar1)- ._..,._., ... Puato b.o '* .oc. ~ m.:s'ut tJo.t dw: t=S 
<'Qln\'trft'l« t1..-111n 
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Fiit:Jt Ab JWW'.ntt tnoe-e e\':.dcnoe n lhe lnme direction.. It 1n11ket1 (. It.a• thlll 
l'ie m'""·idual efl«U obu.l:'lcd ft'l' Pllono JUco. m tern• or inw1"" lt\·tll. 

nlilr.3k"d ~or ll1t •9 Mc:t IDd. Pucno RX'o tt.~ d':c CM\I ~ ~ 
bc:oluo&:a4ol1:1Nt l.•t "'dlbd~ lbt rcor"Wl(,.I~ The 6.zur &iM>ir:dldts 
bci OLS rtgttti.loc llr,e (Of U.00.~ etl«l:f c. l'ft' e:llpt'.4 U:co:nt' atlJ • ('~ 
for P\lcn.o R.:to. 

N<1llolht'.r111.'llO e1;eo11oocy bt tho 1111rirp~c •ho.,.,•• u dc>.'il'lliW1 con1p11.t.1bl• to lhe 
one sho.,.,•n by Put110 J<ie(). J.n i p11e of •ho p.:i~lllvo com:latioo b::l ~'ttn lhe 
lnd,\ idual ef:Cc.1 tilld lho IO"'CI of iocome, ll!e )t)\~ ln1lial level of prr tap.IA ir.co1ne 
i.' 001 roougb 11> expl1111 d)C !arie and nc-p· :"o lndl\•l!d.JaJ tffe."l dJlf'l•>·oO b)' De 

he1o Rieu CIOMOOt)' IA llUl!JClllY, dl.rl~ 1he ptnOd f:cir:. l!M' 10 190() Ole 
diF.tt....-cl mitt etm~ ~ IX PQ!y 1Wt kftl ol J-"tf a(lia Income •I • 
'* ~·ece 16 llnCl 60 pucmt pu yeat. Indeed,• f,..c g t>k-~ ~~" tk 
absolcle t(ln ... cr;cn..:c hoit:l<:r Is oottelbtc to ll'A bllt'C eye. In. the rtriod urw.kr 

) The t'<·.:te1:u ~· c,•ldc\1 i"I utile 1 vr h pper.di :c 2 LriJ al\O\vn ht tig•.uai ll 1111d b li~.lkntcs 
1lv.1 l~i:rlo Ri:io s rew a'. ari IWlc.a! rate tel\\~ 2.2 1mt l.) per()e'.:11llg~ rulnlJ Inlow ~he 
CM Jttc.iMcil f:it 1111110 wi•h ~he mi:ia! lt'.'ttl o~ L"l~r.lC cf Pt.>et:o R::». 

,. 

, 

• 

~l..dy, tl".e p..10rrr t · 11'.CS out-i:erfcrmcd thl v,wJ11'icr "pr~rtioo IO ltlt t.1ffc1t:ice 
in initin: lic\·cJ, o~ !oco111e. E~·cn Oouth ;l'.c Pu~rto l{i::an ~011~1n1y ;rcy,• lils:tct 
tba."I ll:most any Ol(l(r «;OO(IOQ' in 1be •0.1111>10.. IJ1e eviCcnoe indic111cs 1h111 I 1e riue 

of gi'()\\'".b llUli'lt\'.I \\'81 001 e:noi:.gb t:> tilJO\'' l>l.K'.Jt(> Ri0¢ CO t (ll\VCl'iO 1-0WL":ls tl'.e 

49 U:'l:1~:! S.1.a1c1 io I.he MJOple. Ob\';0"11•ly, the £rC*t Cat true OOC'l''U,cocc 111~ 

opcnu~ ~-.tile -~.s.. ltc \1AJtf th: P'«:rtO Rian "'116et-pld)m'.-.:c. A::la 
cont:»ti:v f.v dw MRCOJl1.I ooo:prifm of ~ ud t:ae tltd klalioo 
du:a.ia. tJl,o ¥ftt.k--rerfcirm.oce ru:birfd b) lM ftunto Rlca.-i b atmo.M j 

pttl!~r.ll!!C polna pr. }car 

Exph1inint: Tl1e l11co1ne Gap: Co11dlthn111I Con ... ·erte11c.e 

Th: rcw.u ot:Qincd m Ole sec::1iol1 •~·e 1bo\\· t."w Pucr10 Rloo ii AOl 0o 

1!lc fromi« o{ ~·.,,-~COM~ 4..WW'I by k, lQ.cd SbleJ- 'Tbicrc ii I .. 
S:3p ~~ lhc n:c a: wt.ic.i Pucr.o RKo ll&a bttn .,_ing ltd -• we YnKW 
c'lpcc: mi."" t(OI'.~) ~1ll't !be stead)' 1t.1to tncl qfnl;!mir of the US ar.d 1bc 
initi.il l-e ... ·el of 1-i..:orn• of Putrto Jlico. 111. 11\ls tecboo, I tocl. t'llt • 11 011plar...illor. of 
PtJerto Rico1 f)Ollt•\\f\\111 ~:::on.:1n1 it 111ldc1 1:c:rfC1rmaru.:c, lite oq1,11utcx1s and 
IL"la1}'$iS C.'ln bt 10\Hld i·1 A;iptn!!ix 2. 

¥/I:)' It It IJ'...ll P1..ert1.> Rjco bllt n()I tec:n able to r;ro\v 111 lhlt blaJl« !'•CJICIOO 
1-.e? n~ ()b\·1,.11.11 ttD09 i~ :b11 Pueno R·oeo 41xt lXlt t..,..;e Ur 11-"'MI StoWy 11.atc 

nbt of per ca;i u irtt(lMt of tliie t1ttca i.ckaifd iD tJC ump·~ ._., -..l)1il.. 

<A'J. a~C{Wr(llk11 fu •sec of~· oilht blg-iu kwl orlaoo:ae .. c 
!;.ool.:I t'\p:tt co be c1i;lUlt of explal:lln1 Pw110 Ri«1'$ ur~·rerf\lrnun...:r. lo 
1!111; ""-!C, ..... c could uur1c:t.d.e: lh11t L'l -Oh1tr rvr PucrtQ R.kQ co be uble t.> \:lose d:: 
inlXltne .un~ \•'hh tho LS, the ''a1i ables 11"1111 dcccm1h:ic tbt Steady s1!11c oFlho P'uerlo 
Rican CClOCIOm}' l'lU\I n'tr>:h le,·c!s cq1..l \'olthl 10 1h t""Sc cllbi"l« I b)' 1'10 Unlle.:I 
Stl!es. 

r ... rt!IUlt~ of tbt crq:.aatioo~ ,..('\' .. llt"tn1 n·ide::loe th.- Puerto RioQ )La;5 

bra grow.lnj' Al I 1.:-~ ra:k tU. ~ o11W n;,po..'tcll b • ~ 11191,b lhir Mdl$ 

s1:ad:!-· sutc .lllX'mc ort...- l.S z."ld ~.lh lbr Dtlll some orrun.o Rkii. nn 
rt$lllt t::mz..IM lc-1t-I)· u1c}la.."1gtt ~!\er Co:'IUOlllJ\I for ('(her deltmlltllk'ltl of me 
at::ady St.lie Jc>. cl vf lnco1:1~. sl.cl!. as tho ptn:cn 1141c o rl:.ieh stbo<ll jnad uu.c• in d)C 
11op1..la1.oo, 1.llc 1J,<lvern1nent'11 U.i ll"O or lt1tun10. nnd IJ1c )let c11pi!11 ld'~ ... 1 ur fcdoc10J 
lr ... 1l3f<.".r.,, 11~ l'CllllkltlOi ihP bcl\•-ec1~ lho b\,.lUb, and prcd:i:-1ed n,1;\'ldull1 cl)c~t 

• 



r~ hinll> Rico lnOSt be aant""d to S(ll(ie ottitt ~""lbk \'iLt.l'Jlt 

O..fkruccs k-1 *t~lor b a ~ scesc between PUnt:o Rko t..-.d fie •ialln4 
l."S aWolf •• * .. .,.... c-qi&a.'1111.en («- d:r pp. n.e bitb lepe" ot ID•r•• 
cf tw; "*to IUcaft a'llll AtW:ric:a. ~ ~. mtr U ~"tk to 

•tri:IL.tc th., 10 d!tfft'MCel b br kOC'S& I;)~ J:'!'OClud""" .«~~M'I Clf 

M) ot.'wr p:id)' f!on«On(lllt:.: &.:to.-
A rcm1ir11'J ta3didal.e is I.ht oort •·:<ir.tt tiffercme IC p.. 11 tll 

tr.11iwtlor.1 Pucn~ RJoo ii tho or ly <COll:KT.) oftht ~le u1thoul the c: ell' ._.,d 

pen>llr.trl pflhllcal lllillll of st!llel-.ooC. The ·Jocen•im>· a1:<1.it l'lt fu•uc 1)~l11le&I 
11a1u1 1>( ~he isllllld nllgtll certainly b11vc ln111 P1.cno RJoo'~ a.b1litr 10 induce 
lr.tl'CIUCI In tho "OG.l: o( Cltf'illll IU lbt t:'ltt pteditttd by the theory for lln OCOllOll'.)' 
,~ il.h l"llllftl lo"'' Income and high 111ead)· state IC\'cl of ioc:l)1'1t. 

1>ot8 S1atel1ood '.\.tatter? 

Al r11cntlr-ncd ~1-,1vt, cne of the po.;;sl?l!e caases for tl-c i11.i.tllit) flf the 
Puc~o Rle11n •to~n:r 10 oon·.crge 10.,..•.arG!. th.e Uoited St:itt'f ill lhc ur.rt~h·rd 
p(\l tll!•I tU14u. o( the ls!!lltd.. Stotchood ir.\o"Olva a $I able le5al S)lttm, a dennhJ\t 
11L1dllllion1ll1)·, comp!etc attes' lO flt wi:kst market ia I.he ~orld. aid Ille end of 
tbe '""°"'Ubl) (XeJ b]' aay ln.\·fAX il'l 1bc is.Id wit.\ mped 10 the Ail.lilt r\li. 
or die pnc Slll:~ood coWcJ abo in:r~ bll P\:ato Rkul w0tokl bi; Ible 10 

dcUmlix tk •crc -4 ~die ns.ent cl' licdml ei4 to h: ii_,,. tCo.nu 
aukkod atlo br1phrs the rod o( l&.'l IllCttti\CS W lw npoi..:aro f'r ~ 
~ Luel N ftc ~wl'S fftiJt:ti_ 

Os ~~~ li lblll fx polkicd EM ot -. ~ en..."1 M;. 

p:vwtl> pni:.""1!'1en« All ftc r~ io d)e MXf-k rrr.iou\I~ w..i;-. tMll 
l'wrto l\k.O, 1re IQ!c.._ ~·ntt political m~s ~' t«U.1111)' ftl.ll cl>C 0'1;)' din mace 
bct'¥0CJI 1;cm 1nd P-;1C'C1o Rico. b1 crdo t\> d.soit1oglc 1be 1111chood b)fQlheUt 

+om 1l1 crn~1lvo e>.pl.!ln....dons 001 al:e11dy di.$co.1fde:I ~n fut l-tCLloo ilx'\'C. I 
cor.•:1ttctcd a •1>tti!le 1011 of lbc st111cbood byp:y;ht~ls. I u!lc Jl'C' <:111,1•11 tnco-nc 
t l11u1 fh>11) .t! ttlllti &om 1880 to 1940. ·1 htse 11trlc11 wm oblaiocd l'rM!l ll111N 
ll!'lll $11J11·i·f\'l<1nln (1!Xl2) Tbe iclt 11 o(L"ie IC~l b Ilic r\l!IO\\'i.rli Scvct#ll 01'1l·c 4K 

1nn1c.t h"ltldcd i" tllit tamplc ciu:inted thth pollllcal atatus liorn tcrrhorle.t 10 
1111••l d1.11i.115 ll\O 1)Criod un{le: 111:.:ly. In p11rti¢Ular. North and Soi.1th O.i.. .. Qtll, 
r.10111111111 111'1d W11~hi:ia1on became 11u11e~ i:1 18S9. Idaho 111nd Wy<,rrr in1 In 139<1. 

,. 

) 

lf'XI io 1896. 0.d~ In 19':'7 .w.J NC\'> ~kx:.co and~ ia 1912.. I N& 

(litta a st.!Jlda'd pcwtl pat.cl rrpmi. ••.s aa9s-scc.tioos 1:0 !'"Hr1 .,i 
•wq a '1C'~k I« poh QI ~•u. Tt.b ~ W:.c$ \''al-MS bclwtta zero 
and ::-. h IS 0 b II} ~ <;.bMr\ .... l tw whiCh tM «09:im)' ""U a~· 

!r die co;nomr u..p a:.u Jw~• 1!lit pertod ii utn the ~ ,,-aa.e.. 
For- .->II.'* r. a 10:~ t« '~•1111 b the period ll!IO-t900. $'.ncr \t~ 

bccamt • S1* ;.ft I l90 
J fOYod 11.lat lhc c.xltlc..n"ll JD the DOll-st•chood ~~ble is latGf, 

titSJUive, cid slgoi.lic.rt1. 01\'~n t"ic ir!·l..1 1c\'rl ()f per ca.p'.ta iJlc:ome ai:td l'ie 
s:uu .. '"l'U:z.I composhxm ur thtl1 b;con1c. ll'.c ctcmom1cs of Oie s1.111ei ha\'t gr~t~"11 on 

:r.·crngc 2 pe:;::toia~ pol!!ll l'&altr l.'11..., t'ho5C c f tile ter.itc-ries. Although the!e 
rt$1..lts nl u!il l:c i.:utrpretcd cmt'uty, II 11 e'.e11r ti~ hJghl,gln tl'.e tNUlco1:e of 

poolti\·e cftCc1s of 1be su11cl:ovd 1111\u~ fo1 aro"\\'lh. 

4 The Cost of Converging to a Lower Steady 
State 

TM tn"'l1!.;al c-.1d:r..:e ol tl.s ~,.;iitr JhoY.s Wt ~ Rito ba$ btco 
(IOO"~iioi to a !own t*.d~ •ll'c tt 'II' ito U111ted S~:.cs. A mllttiag. s.io.ple 
eu-«ise is ,., COC'i*C' Ille ...... u•.«•ll'7 or pe: ~.a iocOOIC follC*-c• b7' lhr 

P"~ JU..• ctO£«D) t;) lk Ol'lll ii -~ lL!\C ft;lr,,"h:d. Jud P'unto RiCo kff 

o.::ui. a:~ :0 die Uoi:cd ~lalft. 
Assa:nr: tMI ,_.,., Jl...-o a.Ill! \f~ ba\"'C ~ rcacbtd dleil' 

srdKI) -t'!.. Hence. \t;c cht'~ m pc1-api11 k\"ds or ~y swc IO.."tlme 

bcc'~'ce'l 1bt 1\"° ttOnOCrJcl It IFr")U~WJy 9,U()f doll.In Of 199.f, 1Jod~ t,.'111 

•s.sumpcion, bblo 4 (Apj~)I!. ~) rre.c:11, l("Oll)C of Ille l"O!i'JlWg ptr~ll irte0me 

Sll!'IJ.•Llooi.. usini dlO'en:n1 cv1'\·~(;.C'JICO 1•l:,, TI:.; 11t-le i,d!.clllts Ille ainooo1 or 
per c•;i~u in00t)~C U11.1 Pucr:o I0.:1n1 h•\~ !0.1 (OJ n« ~~reins IO'vil:ds tbe 
l:n.ittd St11rc11. ti,Jna th• cunwn•h~-o coo~crpoe ra.i:. ofl.7 J!Cl'Ctot fol!Jld io 1bc 
M•Jd)\ it i:; r"*t'iblc 111 t.l1u"'• tb11t lo 191)4, the 1~11i;c 1>utrt<> RJcan biid 11.1t lnc1>n1e 
o f 11tn ost $&,O:lCl ltYi th1U1 lite one he "''r1111l h11 \·t 1e.:cl\'cd, had tlie Puerto Rican 
ooo;:1(1111y 0011vc1g.:J to tvl M·••lr?·• \he p1~u !Uatc In the Uoioo. /\cc11.11'1ulahng 
O:iiil IOSi 1'otn 19'' to 199•1 bnpll~11 (h111 ca.-:ilt Puerto RiW'ln «.1uld bll\ C l:eto 

,, 



110,000 ._11111'1 \\-'Alll.IC'I b) 1994. t:~~ 5 ilklftrlll~ Otis ~lll'JO oom,.:i11 c.t>e 
two crajo..~ of rer a.p -. (>t.. "P 

, ... ,.s 

Pn ea-,ra L'ICOct o! Pwtte R..co: Two SIOR:i 

" .. ... 
• 

" ,--.. . . . 
I • ... .. • . 
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! .. 
l .. 
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. ''' 1•1t ,,.} .. , .,~, ,,,, 19t~ 199(1 

5 Summary and Conclusions 

~ of ht rct.1*-*p •.13 dle US. PUn-.o R::o 11 rcoooru:at). 
po?i'5ca.ly, sc:dllly Ind tn'll'llrfh<•l)' W. a ~ pos.:riort rtl•itt IO odi:t kff 
~e~ ~~la! 1' • •id) ~9 du: tic ~elopon)I strlet~ r-.ll"lll~ by 
Puc:no Rko <kirln.J th• 11,t ~o ye:..,, ba~ bt(CI, at tri('ll(, on.I)· p;w.i.11lly 1•icc;eqr .il 1, 
cxplo'tin1 a.I tM cconCiml~ pouit:illd• arbin.c from d·.;it prertt:"ei!. pcsillon. 

The t\·id« 1co !'ui..nd In th.ia paper i'ldic.lles lblll Puma Rioo is coo·11tt! r.g 13 
n lm.,-n s1tady i(lltt 1~11n ltlc 011c to \~ht.ch the Un:tt<t Statts Is coo~·rr1tn1 ·- a 
st:CC1fllll t.hal hn11 n1c111•1 1~.1«to It.co ltu bceo grcro.vioe ~t a rn1e 11r-=1und 2.S 
ptrcen!ase pl)1!11s IO'A'CI ll''ll\ '!( ()Cl( ''"C tl)1dd cxpttl f«il'n !II~ COOOOlll}' \Vllh Its 
ir.ltial leW!I of i:cr-c11;ill11 lt1eot11e 11;d the 111i11dy " 111t le\•el of Income of !ht Uni•cd 
States. Slr.lp!c tlmul&Hl;1u1 ~1011:-.cd ll!llng ~be <w.l\'trgeoce nites <:b•.iii:1ed b• 1111 ' 

pa;e:r shO\~ Lh.e.1 1~e rc1 ur1111 lntC>111c le\'tl of Pccrto Ri~o could ha\'e been ~lml'Ot 

I 

' 

t.\1.:-t tls K.".aal ,,.,.:.e br 199'. roe11p!t'ld~· 1..toAo1 ll • .rc0mc Pi' .,;:h !.Lt JlOOl't:Sf 
am:s. t..acl Paierto Rxo l:ttll cocw:spr.c cowwda '"' • ~1Nt• t«llAll ~ ~·d. 
s.it« 1955 

Th: OCO\.~ 10 a ~ •r.df ttflt tW - US Opi.ts tt.i di~ 
1.'tOClllr.it fiP wiD ect be c.boi )M b)' ¥o&ila: .. ~ II kt t.pra. t:dc:u hc:to 
Rico\ s:ta1r :A»c l:<1ocl of ~ Wlcra.ld ~b. Ge Punto Rieu 

m:oony ""11J :ltYel" ~able"' c:'°5c lhc hcomio ., ""~ lbe US. I~ Ws scose. 
lk.::rt U oo mca:i..A.Jf"J «on.lmle rtuor '-ir Pot-·~~· lhe d«i:s~o.i. abOl..'t 

St..kh.:!Od f::r PutrtO R:C'O, 

AllhOuib gr\IY.~ L'IC'Or)' d.lcs not prov1d; it rccli:.i t« f.utcr gJ'Q\\\h, it does 
iodict.te 11'.;it j~ Poe..10 Rlto tn!lrisgcs I\'> lmp?O\'C !he ''llr.ablm ~1a1 dct¢tm1oc its 
loog·run. cquil ·.brium inc<k1~. !!le eonvcra,cncc cflh<:1 ;11 .• 0111'~' a hl,thtr ra:e of 
grO\~\b durin$ tbe (r,1.,siti<in tu'A·ti1ds Ille AO'\'t 1cc11dy ~l.t.le. :,1a1d1ood tould he able 
to in1prove t.hese ,·11ti11bles b) lticreast11t 1>:>llhcnl M11bih1y 11nd thi:re:'fly incrcasl.ng 
1.he floo,1.• ofil1vtstrneot fror.1 L'le maiol.u1d •• 111:d cl~"'htft •• io ti m01e JUIUraJ 
.,.,,11y tb110 l!IX ir.;coiivrs t\·tr ::c>uld. 

Se\•tral e>;a:r.plcs deiooutlfldt lht l>Ol:IJ~'C c:flOcif erf a COOf.O°lld\•e 

:"Clat.onsbi.p bel.'\\-ceo" IC$s dO\•t lo~d ~nl)IO) and a wcallhy, deve~oped oouooy 
or rcp:.n '-fiddle.i.noo!ne E::iro~1n oe-Mom rt '1lci Sp.Un lo tLt 60't ar.d Grco::e. 
Irc:n &Jtd Portu&:-1 hi\'< b:-m p-of:1.q, ho~ f)r11 tell'jl'lf!bi<'.al posi.tioo f« a 
too1 1mc. gndwl.I~ ck»irt8 tllc Sir() ~ i'il dwi WttalthlM lw~ t'«IOOIOies The 

n<l$I ~.! p::li:.e&.: od ~.k ~p iahrllCll ofbrtc «IOOODn '°':ht 
Ll« .ao )m tm b:dl tltir c:XI) id-> •c l::uopcM ((l(JDCIQ~ C'A:Jowa:all) 1" 
illcna:M.J t.ie .ti. w;u!C oi k ccio.-jlf'liGM po,all)" 10 a Wtt.dL« co:oocaic 

reJicia Assho&:abj'Lan'C...Sloms(l991~ lbt ~ of..Occ n-b?O 
..i lllltg:>~IOO irilO k EEC haw al~td tifaJtl and Pmwpl to <iulp.'lfotfll 

wttk)ju Ei:~ tOIZ!ltrtb lit k lii..11 n IO rl•c.n ,..., •. 

AIJ tbc': ex;;uopl~ t'M.wl~""· .,.. tftlnor (#ct or cwnon1t: -OocpttatlOIL 
v.bco comp;i~d to tbe p~llll for P-.1cno R.l.:\I \Vere P~rl~ Rlto lO become• 
11t11t:, lbc ::err...,cge1oe eff.:::t 5'ho1..IJ 1u1n1nt•c .. 11erto RIQO- a big!lct na1e- of 
~tor.cmic growlh and i.s cibi'Clli big.tier 1r.eome lc~el:i Tlttougb the 1t11tel:ood 
prooess. Puerto l{;;;o Cati become"" lolcK:~I plltl uf d)C largest t.nd '~eallbie5.1 
ccooern1y io lite ,~vrtd.. rts.oh'i:'IS c-:ice 11ntl for the q11ceitlon or poUlie<il uocer1a.in1y 
11ssooia:ed '~ith <:erlt.lm(1n\~'-e!lltll 11t1d tl1ereby li1ll,y <:1\Ju) Ing lite 4!cooomi<: beoe.613 
of the Cllt;b-1,;p pn)Oe\.'I. 

,. 



Appendix 1: The Puerto Rican Economy After 
"'orld \Va r II 

The r'l1KJ!oe of c.l:.is seclion I• lO f':'0\'1de a sl!r..,:Jr dctcri1)li01> or the 
~ ptt1'0r.mr.<.e of?o«-..o Rko~,. tJ>t ptnCd sltt \\'orkl \\'all I '11111 
$bcn.t- t.I tt~ rufom.--ofh ~ R.,;m ~ w ~·lid,, tcmu ot 
~tb .. octwr 1cooon:ak ir:6calllri.. te.c md ibc¢.ty 1910'• k to.a_\ cflrrin& 
!?Is: perkid that P'uc::rco Ri~o "''as able co rt<IUC:t !tit outpJt gll(I \\1tll tt"..c US 1:1d 
become 111 l•1duMnntizcd c;.:onQln~. \\1th ccor.o.--nie and soclbl inl!ic;i.!(ln 
comp11:,,ble 1-0 1norc: developed ccono:nlc11, 

Allier \\'ol{d \\'w LI, Pi.icrto llloo hnplc1ncuted policits In lla'llcr lo move 
fro-n an l!,£ric:ullul'1 ooooom~· to ain lndUJul.al ctit. A first 1u1~ or ~roomic 
:-d'Ornlt C1om ix m,. 19.,s c.o 1949 ro..,_-ot ma.J~· ca • F">l'Ul of~ 
~ de\-ckipmml o< idJ.,....nt."t • rr<Jrp.U;at;ar:a or ,_.,.lltlolu. A 

ICIOt'Od ,u,. or CIOOOOC'llie ~ rcliotnu b)- tbc n.imo "()putbOll 
Bootllll'!lp' v.m Jet L, pl&<;e &om 194' 10 1913 Thi~ ;eco.nd ~'lase wu desigr.cd 
IQ incrca.'lc lr.<11,1 ~1rioJ prod.u:ti<io by 11ur:11:t1ns r.rh'!1tc ct1pi111!, ~pcciolly fro:n 
Anlcrkan inve&tl>ft, 11'.irQt.~ prl\'llli f.i!lh~ll O( 80\'cr:un.cnt ()\\TlCd COlttf'li'e$ 111:id 

tax inoen~i'>.ei, 

N.:t 11,1'nr ~ r::ftfmJ •·tro uidtt-.akcn after 19.S!. FrMO llJn:l °"' ~ 
Put.no Rku fO\mnml ~ *' ;icJtkb, e;pttialy ll::ai.o IC,_-d.Jl.I ~'< 
utekb'\tt. In I"'"> IOwtbf} Aorcinn Ir.~·· ~ Wld tftptkrrt COllUl k> 
I.he ~Lwl. l_n. lhe £;,:iC~ir;I :!5 yr~ 1ubri,f!iar'id c( :\tr.<n.;1111 C(IJJ'Cmiti('R:5 

e!ltllbll!lhed l:l Puerto Ri(.(I, lc.iiUtl !he 111..beCjnlel~ t~ tn. lhc: c11.1lri~1ioo of 
ml'lr.uf.ll:hirlna 1-0 ONP fr<::n IS pcrc«11 In 19~0 1(101<1re1han 'Q 51crec111 io 1990. 
ln 19Sl, 1hc Co1nmoo.,..·c11ffil -0f Puer10 lllco 'i''lr. established. 

Aller l~c oq tl:.tX.:k in 1913, tbc Pucrtu Ric110 ct:oncrr.y 1110\~od dO'A'tl. 'The 
ttUON fOr It.is ll"CI llOl 4efWCJ\·~ 00. N\'«nJ t\'Mts may bt\•t blld II) Cwpotl> 

cflied Ilic)- .r...-IJdr b 4'9'~ o< :t' auiauo •• to ~ Rja); die 
1'a:l61!to14'.- tutti- ·odte~ o<ci. t11I abod:.ud. u. sh11 or11~ ~ 
Aoo:ia.n. 1n~~ntcllt ftom llbor to c11rl • L'llt1U1\~ l'ldll«rlcs. to:r~r11hcJess. :he 

l.'1tltcd Suite:, tcnncimy e.'11:1~ 1br0111lh lhc e>ll slw..:k ud 1"C111nicd. lt11 CQQ(i01nlc 
gr1)\•1h, 111> 11,r'l(llh~r renson fur the Poc110 kJcu..'l slo'''<lo...,•n n1l1h1 be: fo1J.nd 
eln.,..•licrc: 

,. 

l 
I 

\ 

' 

Fl~u..rr A I I sh.0--,...11 <be <ttcrr ' Lmb ~ftl'A Putt10 Rl":i~ C'(!OOOm)' l::lllil l913 
;iod ho•A' h 11&$1ll"ll 011'1he:t!lfttr. II dqi~q PJcr.O Rictilt CCII ODf' l)cr Cl.p.tti frl)m 

1955 10 1994, Puer:o ruco lw rrnl\ll~d tv i 11cri:&se ili1 i>e• «ir,1111 GDP at an 
11\·tr:!lge ffllC or 3.7 pc:ceot per }'tllr btt\\'ftl> 19S~ wd 1994, I ht ivo·.vtlt ?las r.ot 
bCQ.'I \1~d)' tJruU 1972.. pei capl•1 Ol)P f."e\\' 11 1t IVCfalJC 111\?lual talc of S 9 
~t. OIJl·pcrtorr.alog :mst ofdileOllc: ~ OCilOllftl'Jl!Kt ottx v.utd. 

1-towti.n, .new 1912:. :ht PftnoR:an~y pe"I'' • 1 dnmtt l.1 ptr:ftlll pa" 

rrw ., pa <:Jrtta blltas. -.m.\ !t I""' o ... racc:i1b:t'n-1:Cll19'~J Incl 19f,) 

1 .. 
i 
~ .. 
I, . 
l -

,_,,,~" I I 
Pu:!rto Ril.111 

RNI 0'111 pr1 c11rit.a 
(1111..-ntl'OI ti I' ... Jr' I ts$~ 

fla.urc A1.2 sbo\1.-s lhc ~ff«t1 of "OrcJation 61'«$11:.p.' dcaipiOO to 
in..'"RUC ir.4:nu.a.I ~.>Cti:a ht 111!.cli!IJ C'lpi'.Ai from C"Ck"NI ir\'et!Ri. 11 -.-'ft 

Xi~'Cd 1t.:i1 '''"' • (n>! -. ot l'llmt;,.r tiK of c~ll '°'9t;;:n, 6::Rts~ 
~i·al ~"''ct ~1 ktW' t.-p, ~mpldi.n~ t"lc trlll6il:klc !o'or.nd~ ._., indu,lriill ~·. 
()ame\l.ic ..:11pltal Jte\('.r did rr...atcrlal ,, wi 11 ~iinir:::11nt d'Sf'' u •J1:,..e.t1.\e Pu.erto 
Rl¢1lll *')\tl'll• 1c:1 ~s e.:1:n1¢ ta 1tl)' 1<1~c11,1~gly cm IJJC.·io..t11ccd oi1tcn111J ru:1d~n! 
W Ul\'.t!i 

ll • 



l 
The 6a1uc :ih0'<~:1 toti.I ic.-vc;trnct1l 11S • s".r.re <,1f001• fron1 t9S5 to 19')4, 

Tite ll\'l:r.lSC nut of iO'>'tsltT.~! \'llL~ i?.2 ptl'OO:l'll bt~'CCO 1955 <ir.d l9i2. It 

drop;ied 10 li.O ptroen1 bct<A'tto 19?~ and i~8l, ar.d fu.'1hcr do·.vn to )4,) IJ<:>m 
l?Hl 10 1994. Tl1t ex1crr.:il fJods. m11i.nly Uo111 t:1e tr.:il!ll!l•'.ld :cpreseotcd 40.i 
ptrc:r.t of totr.I sources iri 1 9~S, rea:l:ing almost &:>pen; cot by 1980. The i.nttma1 
sour;c:; of ii:.~~t1ncn: have been maioly d~r«i~tlcfl rc;erve; a~d go,•cr:amcnt 
3a\•!1~g:i, >,;'i'h otg!lli \'e pri·oate :;11vin3J. 

)f .j~ 

f:i : 1n,.AI .! 

l'oer:o R:t:::: 
h:.,,tstr.itfll Sl'.are ofGOP 

i l 1c prts.e:nce of so m~ny exten~ril sou1tts in enpil;tl ( i11 lht rc-.-n1 of 

rep.-111ii:.1ed ~tunu U) lbt 1:1a.inland) is ill) Qbvi<1u:i. d111:11 <11l l1te PuerlQ R i1:a:1 

economy. rigut AJ.J shO\\'S tlte :;i$Jiiliun~ dlsi.'Clltf btc.,.:eeo GDP l!.u<l ON'P. It 

silov:s Or\P a; 11 r.ctccotage of GDP tr om 19SS to 1994. The tig1.1~ i.lt<i·"'$ tl:.&t the 

share of autp:Jt belonging l() P'ue:1o Rl.:sr.; hos steudily <.l«:rt ll$td fro1n Lr.ore ;bao 
\00 percrot ~n lile tll:ly J9So'.l'; l<l less Ula."I 'iO pi:roent in l 99·1. 

Fl31irt.,,l,J 
P11l\1lc Ri::o: 

Gro&s Nt.tbn;it Prod1:.:1 
•:P'~'n~BSf ef OOP;• .. ~ .. ~------------------------

"" 

Thi! ini:oo1e t!fl)Clivcly received by the P-Jt~o Ricans woi:.ld bll\'C: been 
C\'C"I t-nttlll.'!T had P11.er10 H.i-:o ~O! rccc:~-ed a luge ame~u;1 of ooositrs fro:o rbc US 
r.:::te111! ~\·cmmcr.l FigJre .t.. l.4 sho,...•s tbc: IUOO'J:ll of Jl~ 16:1iaral lrlln3reri_ bt>th 
to indiviC:uab ;1od lbe J>ue:-to Rlc~n g,1\·tru1ncn1, in per capil<I d\lllars i:t 19@5 uttd 
3-1 a ptroent11ge of per capita CMP. The fisue .S:.O'NS that Ute!e tn:i.ru;ftn l}t.ve 

a.1noun:cd, on a~·crage, t~ aim est 22 percmt of pc:c c.ipilil Gt\I? s:i.:1oe l<Ji4. E'·cn 
:bou.§1 Puen\> Rico ro::tive$ fe,...·er redentl 011nsre1$ in pe:r cspita tctnlS 'b!IO a.'1}' 

ether Shl!t. they repre~r.1 o luger sbruc of pc:; wpil.!' into1ne becau!le oi the much 
lov.'tt' per c.ipi:a income le-.-cl Qft,'1e i:;lan1L 
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6cMOruSts of.m bLmr be cl~l(laLlltl) llr!C U'IOCll otlr".Wlcr\ for 
lhc l~L o: ~i~c ~•villp P'(ltr..i;cJ ~· Placrto Rican;$ It t'..!~ been orpcd t~ ~t 
(rdent.I UDll.)ICl'I luve tinllr.>.:td ~OllllLRlplJl1'.l. ei,peciWly C\11'..ildcr.RJ th.II tll lltlt 

197•1 <J h-o;;I bcnclitJ 10 tr.d!viJL!l!J (tr..ai (ll,Y I\ t t.t (Vfr.l Of S.OCial SCCU.fit)' 11'd l~d 

s1a1n1'S) acc<.111rt fOr :1Y.lc'C thhll 10 1>e1-.:c11 t 1)r lvl!ll Rdcral aid In 1~1 , by the !rite 
t 9~0'• G<l"''u111)tlo11 t~u elte•dt O\'Cr ~S l)l'• ~t~•t ofGKP. e.11d l:>y I 99U dl ~t)otab:e 
pcn~l lnuoo,c excc:d::d GJ\'P, 

A,nQl~cr n(\'1.£\:)t d'w!i:t(fiJ!lc t-f l)uc110 Rioo is the l t'tll•I)' tA1m..;d 

cricnl.111"- ol lhc ecQllOrr.)' :·tpt.~ Al S ~" tllc c.)D.."'Cllllliom of iJlll'(lrW Ind 
C'<J'(M"I\ - \O"t..I .. ~ .,,-.-1 I;:) he OM of (.le 1'Dli• probkin.. of tt.e Puma 

R.ir.:1n dn-ct.-ipment :s0111.eg)' B> •tic LI c IYMrf. C-.\P.,Y.S ?~ i'TIJ'O"' UIUUlrd m 
a rn•J't 140 ~n:eM or GOP Ttb :....le. l.t luJell wncmtrued w11b lhc l!'fi More 
1h ,n, 90 pc1tet1t o: CX{lorts ~e seut w tltc rmi1nl.;.nd alld al?Mst :r: p(r\<nt or 

1n1;io•I• conte from Otic US. 

"' 
It~"' 

" 
IJ:"' 

1a1"' 

llC"' 

" • 1. 

""" 
l9}'1t ... ... ·-

flt•tt Al ..5 
P1..en.o R:$o: 

Op;ier nc1•: Extiorbl pa.:.i J:nporu 
(1)1!1 tOI OOP) 

Aacrta. fir.m nraintd bocfh 6c W- ioccolivn to llM haaM ~~ 
consli uecc:. ~-a i:n ~'ql(lft ~la~tf wi!b a!l"1!0$t no ~OMilnl or ~ 
l1~k•p , .. it.h. tb: P1.1t110 Ric11n ttolt<lm.y. Th~c f.rms Y.'Ou.ld irr.pcn ca,.,.. 

111u•c1'10Js. ;iut them togc1!'lcr, llld cxpl'rt tini.!!lcd products l!lrtell}' 10 lt10 
1n1nrl11J1d, b11i!Cing 11Jmo111 ro ln1CHl.;.1loos v»lth dtc !00111 tt01lo1n) '*, 

Jn addition 10 1}10 111'1 lncc1\ll"t1 o ll'trtd b) ' Oprr .. 11011 fi001!'1t<11>", !O'". 
~·•1u .... ·rre • o.igr..ifi~u J1_.;r111h 1 fur Alocr,clltl oorpcir11· rri' ,~ l.h Of1C'1'11Lioos :.n 
t..'1e i•1.00 l1y!or (J9S'7) e:1kulatoJ Ibid .... ·~cs 2S ~t )I po thlo ~ 
rtro·ailq; by 19Sl ~ 11111.\o btto ~p IO of&« dtc th. ad\·11111..,a mi! 

(..oo191t :oast (!( fw . .\~ Or.r.s i'oo l'T".cwiq ,., ttc Ol-4 Pwno ~ 
aveftp: •-.p wn-e C.:)· JO P«'Cftl of.-\~~ b) t~S.S. U..C 60 
pt:l\Jer.I ty lbc m:d tljSO't. Ind tile) ort 7S pcr:cnt t:day_ Partilll )" ltSpooaible '"or 

1l'ls Uiuc11!!le n ~l;r;ti"e ""~•• In ;be ls~!lrA has becll lhc 1:11JnlT,1;.m Wllje 
1e,·,111cioo '" 19;7 1.'lt reck:1111 Ill ltilltliln '""'!C began 10 be ftMJ'.ied 1(1 Pu.:rt (> 

~ HcC1e1, Jc:il: .ns, I add •nu I 1\tcac (19~])_ 



Jtk.o. w11h ~ cM;(l'lkiru f« Qdcm;J1~ i.-idi:sai::>. Br 1981 ahn1.h&: .tll t.'c: 
Ptieno R.ka., o....._..,.,. •u ....t;cct to the ~ miitb"" -•· 

Dc..,.;.c ck."S 4 ~ rrirlium ·~~rs llO it\i..iocc: f111 tlit 

~ ._ W IQ) c:Fta c ma;:IO)'a:a:L U!lfdlll!lo)mco! .-.n: t"'''C 
.:~· ~ lkt?l la P..im.o Rico. ~fllll ~I Wir> of 10.J ~ml ..fl 1910 IO I 

high oil) .. pmdl .. , l'itJ. The rmqe ~,,.. t'lJc '"' dlt fQl\o'• 
;iul!Od be1 t.111 16 pncct11. Tt.b llOCor}ltorn".Cll! rM.<- IS peni~lwt) llilJk ,( oo~ 
~OMldcr\ th.I the pon~QelNrl Rile io P\imo Rico> bu bcco leSj I.ban 4.S pcc-.. "'(ll 

i.1oce 1980, t~ .t \lllCnlC'l"')'tJ P\Jcr-o Ri.::ir.t bavc th:: cbcice to COO''" 10 cl'e 
malnUr.d. tird th.at tho .rovern.mcnt o( Puttt(l Ri<:o bas t<o::o .gmcr;t:.na trwlre lhun 
10 p;::rcir:n1 ortoi:111 C!rrJoymcnt tu: .. c 19@Q, 

Summary 

In lph~ uf 1111 tbc l'O'oblcou1 l~lll C.c l'uerto R.i:11r.. development lll1 lltt8) hU 
had, f\llle"1v1r;1 W\\.'JI P Jct"lo IU;;o '~u 11ble 10 1no.,.e ::li>Str, in ll!:l'ltlll :>f pct c111>l·11 
ou1:::.11, 10 1~c.;.l1 l·!er 11nd. l:lOl'e d.C'\·clopcd c::or.oa.Jcs. Jn par:!c1.1l11, ~he Pi..r1to 
Rl.:-•B ('('ont"Jn) d d l'llllNW. lO tome c~c:nl, IS i.noo:'l'..e gt.p ..... 1111 1~111 IJS. 11us 
catth-up cf: «I h.i.t t\0(:1 lx'.m Jclc:rkcO u a «Mrt;\les'lot (J( the bcDtfict •I ir:(. CCU 
llQ)t\•cd •r J.t coopcnieoo btt\lt.'t:tt. • de\~ •.4 Ill) ur..icrlk\ d~ _, 
~· - \\:o1((19'4) fi.nl da!Mlnud (II be Ul:b-19 d!ttt ~~ r.crttJ 

Rk6 dl:ri•J l'lif f!CM""..., ... 'Jbt!o· ~ tMI bblr p ... ir.ry ira Pumo Ra..-o '""" "°"" ....... 1.$ ~'"'' orlllt l.S kul in 1950 • .,. ;5 ?ft'.'oi.'t!I In 1990. A 
dtai!:w pr.Ian it ~ (Qr pr e.aplll GDP. t:llklcgh ii is le'Jl pn'.lCIOllllOCd 
Tl!.q. •ho pol111 ovc tt' ... l M'l•cr• 1CKUI am! ~c iad~n (Ot P\J.nt.l Rico 
dtmMSU!llC i;ti;it tM P\Jc~o Rii:a.n c::onomy ".as cxpcrictto;;Cd i.n. many 11r.. 
•lcvclormttnl co1n~roblo ·(l \"e.1Lt:.le:r e.:-onooucs. Thct couctt<Jc •t'11t Pucno 
Ri.:-O's pl)M:·Y.'V.'11 h·t~lll) detnoltllttnlc$ bO\" mu<.:11 cal\ !le a-;conpli:dwi! ..-11c:n a 
\•'tlllLl )', dc\'CIQ9cd cco11onty coopcr.tlC$ ~11d inte111tt$ with ooc lhUl i, inl~1llll)• IQ'I 
dc~l09c..I 

I l~in1. IV\l'Vlh IACCl)IUlt i ·1, iH)fll.)'!llS, the)' fou.,d t:11tl th" cKl111"1~:c (If ll ' 
cd••C•lc'I h1hor 1'1in:c ""'"' th ~ prhn111)' ri:ucm fut• 1":1cr.o Ri~lln 11·1pld ~1'11ornlc 
!!nl~\'111 dwlnj ~ht r,o~lw11r l)~1hxl, C\'pl11-ining 0\'¢r !I 1bi:.;I l'lf 1M i1'ltroase 11'1 per 

Clpita GOP The ta:eh.up tffM C\plai:11 bf'ltt:CCC 16 m6 :;g pc::.;:ci or 1bc 
powh. Pl.'CflO Rioo'i IQ\.~~~tllClll f'I!( aootitt .().21 pt'l'Om:O Utd :u mdc. 
~ tlld .tcxddk ~ llOCO'Xlt,. r.11.dl of-..be n::m• ......... 

A nrod~al ~ dll.tqlltC'..,_. "'CPJ t.M: ~ ir.<n:a£iq 
P'JttttO Rieds abtl:r,o to 1«.rr.•Wit pt.)& nl ft k..w.a.- Clfllll (dit dt\"t~ 

statqy M.iMcd aru tt:c •u) ia1.,_ t.v-t *'"' .aic: tcOl'.lO!mis ~ 
c-:<p«.cJ i:x<laf" t~•d IM VS. 11i1tlill11it a ;tl"O(•S o: ton.\"tl'snct: "'h:dl 
t"""'llt'IS t.\e r;?~t~ty tooa pert~d or h .... , s:ro""JI rat:.,. Unfom:tattly. as th.is 

study S:1ows. Pucno Rko b r.o :roacr cor.,.«'Jll"I towi.:'ll t~c US and lh.crefQre oo 
longtt en. oys :b: ;iosldYe :eor.oml.;; cffo.:b or i:onvctJC3te 

Appendix 2: Pnncl Dahl F,.vldence: 
Equations, Tables and Analysis 

2.a Estimation Proctdtire 

Tbc co:piri::1) IJllll}·\il ,..,. Ill• «:iOnf•nl1C ffffrrn11111cc of l>11a10 Rico i.\ 
condxkd br ctti.Jn111i,1 1•an6.-d Jl'O"'U 1>tpliuni., ~?ueh .rue f1o.?l Ille 
~krA'illJ ~ c;i:.;aatiMIS II lw ... ~ .. ~lltt'O dw tht Slanda.rd 

SoJ~~S,,_,-an and ltamq- Caf.,,..Koormam. r.toikU ~·) d.- l\t Mt:ra,c ~ 
bd~ r-p UIJ r U yi. n-. b)-

>.. is the 11nnuel 1111: of<:onvctaie1cc-.y,~ , ll'c per·o.irit~ joi:or.:ae of 0::1.>nomy 
; :it tEme l ·t, .:t: ... is a 11ct or cxplnr.1110.,. ~W"l11.blcs oe>mrolJing for djJlCreoces i.n 

• 



:ite!lfy sta~. ,,, i$ an cnob>Cl"<\\blc inf..i,·iduill effect, (, i$ 11. li:r.e·stocU1c ctl¢c1, 
t.nd & •• i:; M error tetm. 

• A s ign.i l\cantly 1:eg.lbvt cocffici<m• on lagged per-capil.l inoome ~s 
COIU!i~1t \\'ith tltc WO~'Cf&'CI~ pro\lictior. o ( lht l!-COCIMSi<;lli ;:n:,xle1 Of gr(l'A'llt 

Ccteris p.1.til>m;, (he fur:h:r ll\>,'llY <111 OO()(IOlll}' is 10 ils s.v:ady s.:ate. tbe higher will 
be its r.tte <:>f gr0\\1b ofpc:Kapita. i1l:onle. 

2.\) Puerto Rito nnd the US 

The pur;iot.e of tbt fo[O\ving: es1.una:h·,os is to u:;&e~'I thl: etot:.11 q~~lit.•n of 

the JXlFC'' · Na.:nely. ,vbtlltcr Puertc fUto Is COJ\\'crJir.g U'> :b: l:S. If Puerto Rioo 
bcllav«l IL3 ll.n Antcdc11r. st111e, i i$ pe1 ca:;ilta ill\:c-Jne · .. :ould have been COJl\'erg.lr.i; 
du(iog tbe l~t 111l:» yca.n IO\>.'llcd~ tl-.~t of ti\¢ \vcal1ltie:" 1:1~1es . In :b!lt cnsc, •he 
?uer.o R.it<Ul e-cm1.:i1ny \\'OUld l<\y (}:'I the eonv«get"u;e f1ontie1 uocod by the 
An1eric1111Sbalesas1:1b1.>wn in figwc l b, di:;plat li:g aOOol·Jtc cQov'Cfgt1:ee \•1ilh ibc 

us. 

. .\hsolule Con,·ergenc:c 

r JSc t\\'O difl'tr«it procedures for testing '"l~etller P~u:no Rico l:<:loogs t<> 
the American con"«ge;icc: fl\"ll\ticr. The ~ju1p!est ooe uss~1mc$ ti1at the 4~ 
Arocrica,11 llt:ltts in tl\e ~;.mpl.a ih:1re lbe snme 1e:::l-.n-0!09y uod i.n:;1 i11.1.iu1:s <:r.\I. 
tllercfort, no 1r.ajor U!tol-$erV".tl; le dj:'~noes o; ird1vidoal effects ;11,11<'lng th::rn. lo 
this (a,se, J tllll ju;1 <lltim11te u ~ in1plil1td \'trsioo of tq_ua:ioo (I) th:ovgh po~lcd 
ordi.rm..ry Jtast squ11rcs i,,ctudi11i; a don1my ~·;uial:lc for Pucno lli<». The oqua1ioo 

\VOtdd n<)t i1)1:\udc the lc:r:o "• :11;d t.1e!¢fore, 

Jn, ;.. - In)\ · t • /J)-+ ,Ul!'l)\ . , .., ~·., ,._ aD{),\f• + ~-. • co: 

' 
(2) 

vollo,~·iog Bwo n:1d Sala·l·?-inrtin {1992) I ~lud-ed in eq..at.loo (2) 11:; an 
11&1.itiOlial exp'.110111ery •il!J'lable, lite \·;11isble s.~s tbat pro;..ia.J 1"bt oom1noo elYtc:s 
re.la1td to Lie sccU)Tfll oomposi;ioo of pcr--capit11 incc::r.e lb:' e:x:b ~t111c. Tbe 
in<:lu:;icn of this v~1i.,tk aceou.rits l~r :;ec~o1:1l >bocks ib111 affuct dlC pcrtOmun::e 
of s1111cs \viW si1nlla1 .nooroc oc:rr.p.:isilioo )n t'lc $:!1ne. d.1tcdoo. ,_,~ !oog s; tlie 

" 

Initial h:\·tl cf peI·(aplta income is rcl.:.'.cd 10 tbe ioton1& co1npooitlon, tht rt1n1>\.'2.l 
Qf Jw. \\-OuJd neriounly bias the esti.n:11tioo of 1hc conv~gcnoe r;:le. The VW'i:iblo.r,,~ 

Is Jio.·~ll b)· 

.,..,,here 1;; • i.$ the p.:.r1kip.it-io11 of neo:cor j In srete In pe:!o1:.nl llloorne, ar.d.y,., is the ... 
11mo11,1 Qf pei-~apilll. inee.1~ Or.8il'la1cC lrl 'iOClorf a1a11adol)9J :e~·et. 

A :it!!athre nl!!olficar.1 a "''ould indica1e 1Ji31 Pi.:ert.;> Rico ha.s 01.t. l>een 
il\°lwi.ng 111 lbt rate irupl:td by its ;:nitial level of p« Wfil.l in::omc, h:.1d l'uert(I 
lli<» a.:id tht 49 s.111.:cn ~hared C:ie llilr.le Slttd}' $Ulte. It \>.'OU)d ir.dicate. ~bcretbrc, a 
rejeclioo cf the btpolh~i~ 1]1at Puml(l l'tioe ha$ be!111ved llke a.,US. sia:e. 

ln a Mo:t !t!ltt'al setting ooe ¢0'J!d sfU argue fur ibe pl'Q!eoce of indivi d!Ull 

efi~IS ~:itr>ed abov'C, if •:t~ are dit'!ere11oe3 in IJ1e ll~ of ll\'flllal:lc tecbnol~ies 

due. f« i.ns111oce. to n1orpholog:ic11J diffe~t1c~ :u:n>$$ 3tfltti . 
Tbe esti:n.'ltion problem.:; 111i ~in3 ff(: :n ll1e p:t>;enoe o!' ooncta1ed 

i.ndividu11\ -effoctli in equ~tioo (I) fw'<e been e~•tn.sively 11.t111.lrted. ~ 1:1 aenettl, an 
Ol.$ regressi-01' of tqlt2'tion (I) \viU provide i.,.;oos.istent e.ttim11te:; of oJI 
p11rame1ers. 1.n pW1:c11Lu, lite estir.:111.te of ) •• ,,,.iJl ~biased l!¢w1l\\'!trds due to t~.e 
obv·ious correl11tioo beh~ttn tie la.ggt:1 pCl'..ca.pita illcor.le and 1be ir.dh•idual 

efl'ec.t 
Fol!O\\'ing Caselli. Es.qui~I Md LelOrt (1994), l nli<i i:e:1(1)m1 se1:era..I 

:uethod <:>f room:obl cs:ituatioo of cqu.11ioo (I)." lo tbe c:;isc (lfL1i~ "'J!rt:illi()nll, II.fl 
unuloual!~ lsrst a.:1d ntglld\'e lodh·id'Jal cft¢ct for Pue:1o Ric() 'voi.:ld :;upper• the 
11:.·polhcsis 1.ba1 Puc110 Rico docs 1101 belt.11''¢ o:; <i t).,>ic(!J U.S. ~lnlc . (ii\·m th11.! the 
indivictual tftCct> fife likely to lx: oorrelatcd 'vilh inwme, \\C :iltould ~uire lh<: 
k1divldual eficc: ior Po:rto Rioo to be unus1;;IJf Iii:~ (in llbJ(llute ,·il.!1.'t) ll~Ct' 
contro'.llog f-0r income. 

'Sec Ca:ielij, E~td~d and l..cf.:iorl {I~~) f;)r a ~·le\\' of t?ic tsli.nultio:i pu>.)kms nr.d 
si.'llut:im. 
cr.1c Jlrc<('()cn: COO$i:;t:s Qf ~liminatir.g the i.nd:vidual efftets ':ly Wi~ diffmoccs t() 

equ!il!-Or. (1) t'.:'ld lr.slrUR'.i:Oli.ne lbc ri&ht..h;m~ iide v.z.."i:ib!es u'ling t.ll 11:.ti11 !~gtd \'!llues. 
lo •be 11b11C::\r.c r.f ~eri~I cc.ncl11t:in i ~ 11-A«X<l' lcnn et: . tl:.iSC$1U11atQ1 P."<l~"idcs«i~istco: 
t81i.:1:a:es of tile r.nrnll)C':ers in eqt111rir.n (I) fr.~ 11 mo1e ~~1tn:she ik11c1ip1IQ~ of t~.c 
«lirr.:.!o~ .see :\~!l~no 11111! llol'.d (1992), and Ct'l.stUL €8qt:.ivcl ~n:I J.,cfQrl ( !9~). 

• 





[..am, D. at1d R. r~rc:s t l99l), "(s Cor..1ta•iwc a Sp;,iounceot ~c•?.The 
E:<i;oe:rlenco or Spein, P-0nug11I ond {lrtccc:", OECD £,:o,;io111Jc Sr1.a1.u • 

16. 
Lefort. f em11ndro {1996), ' Is Pucr:o Rico Cc-n\'c:ra,.•~l t\l t:.ie l.'niled States", m:r1":> 

HC!'\'(,jfd t·i:i..,,.J.it'J' 

l.<-\itt. R. •4 o. Rad (1992!: •" \.Cti.chi~· .\rud,,U '' C.111M:~.-Y 
Gl'O'I'-.. Rtput.~· .. -4~;nNrhO"fOll>N 1.-nrtY. ~. t-42·96J. 
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2.t The Cost or Convtrclna 10 a Lo>ou Stndy State 

In on5er 10 c~ lllf loi.MI tfa~ of pu cap.a Ui.:oio; ill~ed b). 

~ Pu::no Ri;llll «ienomy 10 lbio OM It wouJd ba,·e re•tt:cd hlld it m.::ivtd alo.l"tl 
lhe US coo,-e:r~r f1ow:1cr, l Y!ICI well !mown ttlulls oo ne<1t l11s~ii:•I tp'(IWth 
lheory. The tnljtctory <If inco1nc pc_r-cilftctlvt- WOrkt r, J, 1110'1nd !be Slt11dy .iatc, 
p', 111 aovenic:I by Lie folloy,·lna rcla:i-O:t!llljp 

This tr•ject<ey is a fwtttion er die o:~vcr1cnce mt ii.. ,\ ;imple trtAJfvimtl cei 

of equa6oll 0) ..UCW.t td lo •aJak dtc U-•)Ca.C:1)' .,( ~me 111.'1dtt CaW.tt-1 
cca..-!l'l'Cxe ntu ud andy •• , ... .._ 

(<) 

The Cc:«I orCon\qlQI tl>t LCl>.'f!r Su::.dy•Mllkl 
( Sce11:ly.111111010 whl<lh Pumo Rko Ii oor.\·at&i~} 

US A'•tr.,c 

C0nve1 ge::i:i= {ncrurA JOl'I In TouJ lnrDn:t J~r. locoine IOfl in Toti.I ~ncomc 
Rio• ,.,. 1irce J95S .... lot! .i~ 19! s 
:! '% J,117 f11,J6S 6.1.S~ 107.JJS 

) _1% UO) 110,921 9.W Ill.DZ 

'" l,14) ..... 'J.(.j 1.;."6.2 :si.iu 

t:qu;tion (4} indka1c.s the inc1"ta.se 11'1 per-c.a.i:itJ income 0obto.11cd 11 • 

conscqueo:c o! llt'l i11c1c1111c i11 !he 111e11dy 1latc level of per-C3r,1t11 ino(>tnc.1 'l'11blc 

1
1lle t!f11t,.i fn;im .:nubliu:. 11( flllllliOO I p"f.Tllled Ullle'I dilkn:it SCielaillf life ~n"'1 lo 1'itlt 

AH. 

J7 



O.C coc~1kinJ '° t» 9'.llHllxbood .. ..-.able b 1.qc. aqriw., Ind sip1~ 
1hM u.. 1$\'(9 ~ ~:t..i \¢\.-d "'J'ft' ca;:iU iaiollm: ud tt'Wtt.11.J ~ "' 
Lbcir 11 .:t«'ll!~ tl11C oooaoo..cs of Uc accu.I "Wn hl\'t pO'\\'n las:tcr ~!kt t!M:)• 
be<:o>r10 ~ILi~. Allhou'1! lhcsc m~l:l rnJSI be lntc1prr1cd. tue"Ull), h ''clear tlla1 
';hey hl&!ill1J,.:1t lltc rxlnrt>Cc (l fpa:i:il;~e tfih....., f« ~v1h 1>t'1l10 ita:tbol)j ~u.~u~. 

2.cl l'uc1·to Rito, Lar1n • .\mcrica And The Coribbe.;an 

In 1pl:c 01· the api:arcr.t ..:.ndcr-pcrfurm 1r..cc t'lr tl.e Puerto Ri.:an «X:oOrly 

wit.\ ~pcict to 1!:1c US, the pCEt·W.\l.'Ll rc.onooil-. h1*>b3r}' or Put:rto Rioo till3 been 

u:ied., 11n eu.rr.~le or ~~fJl ewoomk. de\~lo.:lpnicu 
IJ' tl. t..'"Ctico I \M tilt' r~endy &\ill..-tik dMA llQlll Ult Pttlll \\'o(.i Ta!Kcs 

\f111r,,.'O S 6 •bl J"O"* dl:a 01 GOP • 1r:1et-.r.&.P1111.I pxu for r.erto R,;~ 
aJ'.cJ11$91C *" ialcrr.-...-..11 ~ t~ lie llPMk I uoJ tk 8mo d ltt 
(199-t)u'frk ol97 oount.-ws rb P\mtl)RJro_ 11.,.c Al.la cka.-tr jl,ltl'.--UC:S 

-:l•C \J(CCll)f_,J Puerto Jtjcan Sl:ity. ) bl\'C l&'ltt!td froon It.it lll'llJ):c of97 wmtri~ 
all the I 1.1.r. A mttican .. ~ CanDbee.n t'CCOlomitt p' Ill USA. Canada. and Pu::rto 
Ri<:o. The ns~c rr.akei clear !hat Pucrlo Rloo 0'.11 ~1fvrn1od au tie cooocm:iiti 
Y•hb 11Utl\l.lt or IO\lo'C1 per-capita income M <::F 1960. 

h) oixh:r 10 id4111irt souro:::~ of l'l'(>'Yllt lul' t'uc"o Rico, I r.-.r. p11..1t l 
t'C!il'Cl•tlt11.a bulll 11ain, t;.r<.:1111·1oe::lio1:s o( 9t! co-t1nulc.' (!n;h1di:.1 i''.lc:'IO Ri«1) &l 
tl\•e )Clll lnt::l'\'lllt fror.i IY61) t:'> 1990. I u:cludctl Ill c~rhlllfltot)' \'arl1bl($ s.otrA: or 
:he most Qomr'!llll'I cootrol \•11n3bl..::s u;.od lll !h>: •la'ldanl ht¢11tnuc on. cmpitial 
~v.·ti f« ciJit..;Jtlon 1 use chic pcrccot.l&e of the poruJDtloo cr.·:r 2S )~:In old. 
'lll~ll \«:~ ~lo.ll ~ I al\o Sb.Xd (~Rill') tMC\.. .... ~tmml ~
~ C'Ptt4~nt0f>:obbd ~Ml J'l'CD•.., ..i lt'lfl1'~ ofrt'\~ 
t Ible ' tu:1\llWUdl :b; f'tSl&As. As kb-e.. I flD rc.,...ic... •21 a Slll:6ut Ol,.S 

pnKcd,,.. .wt• Q\ft.i cJ, .... son 11-.c ClOlf'o•y«io.."I rMt;ll lft 1--ll ~ a:ii9 .f9 
ptnt'nt re ?('l.1t-·dy The ~at~ coeffic~'llJ ~ 1hc ~ \'U1~k 1ll'C 

f'Oliln• 1111d 1!enlfiun1, b'A sio1ll 1'hc .;ocffic:1~U 1111 ~II ..ilho \·ariab.tS ll'Cl 

repcii1t4 1n 1'al:~c A2 4 u \\'Cl}, Tht~· <Jt 5JIJ1Jl.11 10 1ho'4 (1bU.lnrd in prt\'iQUs 

1>l'.1(1ie•. 
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TI-1e rtsul1$ r<ir Putrtl) R~:o nnd L..11in :\1nctica 111id 1·1e C11·lbbt11n 11.ro 
~umm11ri.ztd through figure A2.l I> I he fla1ac present$ i.nd:vidual cl1Ccti ob1alned 
Jn the de!e•1ni.n;i.11ti; o!' .grov1tlt Qt>.<l\t rcaruslan pme:ntd in Table l\l,4 col· •l'lt.'l 2. 
IO:lr 6e s.1ople a:id pttiod p1c\•lou~ly <lc•eiibed Tbe ti.gure ~b0'"'1 ~Ill Pu.crto IUco 

docs n.x present a p*1.icut..ul; lnrs• l"'li.'fid1&al effect. Tt'.at Is, moe' or Puerto 
RJro·~ ~ per~ is e'lp&,llndi r;y tllic acct:.m...b:it!:I. prOCt1.'\ 11Voujb 
la~acl'Uelt. tb ~ "-1·""- M• iatd•I ros-· ·ea. ad «ta \t:.a.l"ln. 0..-C ~• 
ute lr-11>oomi4efllioo.._ ~ .... "'* tt(lfW)CI)-~1 S:*'C' tlcrc Iii llOt 

r.-..0 kft ~:.ed. Tiir 1MW'od)' tl>w IOC!t\iduaJ d'rttt (IUvi.tt fla:. t'W cni 

fo.- Uc U.S.) i1!6U1c1 d..lit t11<>11!)'1M rdai1~ pc:f~ of Pum.o R..i'"°' ~+.a: 
rom;>•rcd :o • broed m ('f' 1;tor:11Jt1tol, "upl•i,.,cd b) it• ~11.tr.-ely b1~'t llcld) 
..-.a.c IC"rcl of p::r-c-.rill iocC<r.lc. ""·hicb Js caprwcC by the coo.rol ''•li•blc• 
i,t;.J11ded in I.he ~gres11ioos. 



~-ti"e anJ >1gu1f.t11n1 i·1 at. regrc,sio~- I hoc cocfticirr.t er the cd1,;cnli<1n 
\'nril1':J\e ~s. r.\14: Hl~lll~11ly d1ffcrct11 fl\11'!1 teu.'l in !he OLS regrt"'l~ll't., b1u 
·1eti11-li~~ !ll:d h.C}IJ) s1a111fiCllOI io 11.ic Otvl\t resrc~~ionll . The l'ICj llll \'o 11\~1 

e>bt1~ned l; COl'.Si'-IC"ll '••>l:h lLC pe~n'l't Of I )e 1dull Jl'f>J!!ltior. .,.,.llh Cf'lnl'ICIC 
Ligb !dloo: ~~JC.a::o.i1 bdo11 a ,roxy fur lho )!'kl.a.I .t\':I of bl;man ;,:1,it.1.I iod 

d;_crefett ~.:l!l:tti"I ;r..bll o.-oi;.:.cm. lbe corr!rieci Ull j'O\et:r.Cf'.t c~IUt 

~aid 6l'a the federal (k)\."tnW:IUll IR 1ip. ·k..-aa1 w.4 poMh~ S. lliocl Kii or 
rc~s~s. •c\lcnt.1 •iJ ha a l.i:ge rff«t oa ,rowt\. ill cs.;«iill'.) i.n lhe O~L'l 
rcvrctsioos. This. Is ll11cn:.11l1g. sLn.c.e tJi~ ttntrt.I meth.;,u;I o! tr.oot.cr.ls d1lm:a1k1n 
proccdut~ llikti, c...1c of polcnti31 problc1ns o r l!!l<logcncity of l' 1e tlil)L\n.olOry 
vnrlablcs d:at mi• h iXlt.:.inly ol'.~¢, ~pcc!flll)' 11> IJ1c c11.1e <:fthi; lut \•11rll1bl1. 

OLS OlS G .. ~c 

' •) ... · - 0 I •• 
(l.0266) (0.324)) (<).0:112) 

Int , comp. c.2.;3• 0.$641 0.2894 
(l/033l) \~.Ol>m (0.<1138) 

H·S O~d. 0 :IC~l 3.0J37 .:i.: 51) 
(•}C'•S6) IC: •JI%} ·~·).((13)) 

00\' .).00:1'0 ·- ;11_0Jn 
(1.COI!) (OX.14) 11o:ic.s1 

JAJI) U"'6 0.'611 l.l.?7£ 
(C.Olt2) {O.V.91) (OOG46l 

:>Lt.I 1._~ Y<• ... '~ 
OU\.1 d1111 No , .. , .. 
OV'vl p1ICQ ·OO)JS .(l.0)l4 

O.C-)43) (0.{IQ.&11 

~ 0;1.i ll Ii~ t•;i v)· 

•:O(IC~6) Ii.I OJ)') (0.::0).2) 

iDlc-f!rns b(Mpb' l101 t6 
Ci).(•J}~) 

1h 0 CA•..- llt lkll<OOIP=:allie ICW 1111.,.,_ ~ 

Table Al.2 11lso 1bo" 3 lb3t ~h: undcr·perr.lnr.:inoc of Puerto Rico is inl I 
severe. ' l"hore I~ 1hn<.1e:11 no c!'lang<: 1n tho OLS e~:in1me af the Jh.1t110 Rlcuo 
dwnmy: i i ill l.2A prttent \\'hen I i'ltludt 1110 ti.me: 11.irr.mks. Ho...,•t\•tr, the 

" 

ifldh~dul.I rRC~t ob:alnci! tl-JO".a&b the Gfl.-tM otdm11tioo is somewbllt 1mallrr. n·-c 
OLS dur.1n;} otuih-.td fo1 Puerto Ri~~·1111l\l l,ldu~I ell'ttl ndi:lltts th1111b1 ave:rusr 
1ote of gro.,.,·1h du1lnj 1110 trAni1itl)11 plll.h \•&• I , I J)Ct'¢t11la.ge pol.n\t IO\vQ' 11'nn 
c~rei:ted. 

~ be:e'tctf)(" AdA:lo4o.~ 

11~1:J · l~(i 

AJ!rk. sbue 

"''" S1'Alnl000 

-,~--

(0.05C(•) 
•O :lf\'6 
t<l.0301) 
4.002 

100001, 

(0.C•J}6} 

Lo order 1-0 le.it the hyro1btsi11 that di.e polltlc.11 ~la:us or a."I econonl)' Gl\ccts 
jlJ p:rfoim-1r.cc In ltnn1 uf g,-o'i\'lll, l use rc-1 ~1•il1 iocor.1e lilt.\ fl'0"11 •S •'nlc1 
f1om lSl!O lo 19ol0. lhtse s.erie; \l>"'Cl'e ol-111nrd frt"M Bwo ~r:t l\al1·l·\brtl" 
(1991). n.e kb. or the a it ac. f'1lowtq Several oflhc '-S ~!l'.ct ~ b 

ti!- $lmpk chl...,cJ tt-.n• f'Ol.btal SIS'.a ~ :te kmkllin to U.O: cb\q lbt J'CflOd 
11;1(ltr srudy. In pnrticia.hir. N..."ttb ar.:I Sculh. NOii. ,.,.lor.tt:ia uJ ~·1.1hl1.icoo 
tec11cn.~ .\!ates in IP.89. IJa:10 and \\'yon1blJ In 1!90. Llt11b io t 896, Okl.1.1\0l'na 11 
1907 and Kt-\\' tvloiUc:o o•>d AriZ-Oon in 1912. I fllll !lien a str.ndard &f\'IWllt p.1ncl 
1ee1tssi<1!l usl!la cro1wo:tions 20 )~11r1 11r11n Including a v!lri!rblo 1'01 1>olnlcal 
Ma:o!I. Tbb \'1rl1ble l.ll c' , •• _Jue\ bot<A'ccn 1c:10 IJld one. )t I.; O tN 1!1 1b00¢ 

~· r~ \\> ~ (:b Ilic COOl'.>..""Ul.Y 'i\'"U I lc!rittY) ir ("le ~("11".Y Cb191-tted. 

,uiusdurirgditpnW iltU.el&t~bi.11 '"._ F.-~ :I,, 10-'lOr.., 
\bilaM.ftrchpn.oJ 1~1900.Rr« \J.""1111.-..brca.-ntt m:eln ISW. 

T.ilt-le A2) Jlft.'ltntl tk-e rna:lt~ or OJ1 "tra''°°' f..?ll.--wtl':S OIWN and 
~l~·i.~rvla.rtin, I l1.:h1J c:d lllso tit¢ Slw¢ of lnc:u.-1e Ofir\n:.llr.g i:1 861i,.ulnuc Ma 
·ne11so1t of the 'll'\1CIL10\ oo:n)Xlsitioo of 11t<:Mllt. I nbo ille!cd.:d l!u1n1nlc1 (or the 
south. >A't'M a.nd rrl<l•wc~• 3rcr~. n1~ n?' 11 111 11ro •t1.ldng. Table A2.J t1lt(l\~1 ll:•I 

ll • 



I t:i:llrnJ.le dlfl'~rrrt ":inaw orcq~lll'lll~ {I) tlld ('2) for a. p11t1el >; ( fh•e 
ct<ll'l!l·secti.:ns, flt IO·)'ear 1r.k':r.,u..I$, co-..cri"'l8 lbc pe1iod l'J40·19'90 The 
rcgres)iQr.s were n1n u•U•j: cirdb\!ll')' ICWit 1q111.1t• lllld g::r.crn: rotlJ1c.;I of roo1111:ol' 
f'100C~'· Lr. Ille 0 1 S rc,gressioo' I lllso Inc udc:d regior.al d'utr.1nic' for a<iulh. 
~·~st. ud "'~.- '100Abi.CJil .oenion. 8.'!ld a ~:inc til..'1W~· for cadl rcr~. n.c 
(i.\1\1~ •m roill~..,,,.,,C'~ 101bc inraft. Tk bli\'aa.J 
efrc'.s W.a.c:G In 11- G\™ rt~• Wtft t'ID......,. nror.e k"i'J '°'''"I 
OlS. 

OLS G)i~ 

' 0.~4 0.:..'411 
ti.Olli) {0.l?IC, 1tocai.;} ~.@ .. ) 

1.-.c'"°' ~n1 9.Sl6' 0.16U 
100l1.6j ~\llMC>) tl<ilw> 

DU~f I;:.,; yet , .. '» •• 
Ot:t.l 1it11c M )'C• Y¢f 
O',.'\.I p1lco 

; 
•'000161 1COJ)I) 

il:d. orf!tttt .... 
~o Q).:.JJ 

Tbo ~ GILtr. :111111 r-AllCV!l'..;'1~.bl< .Ct~• I ·1cmt..'L FICCC~. 

I lcie pt1"ll011.1l 1)cr-c"pit11 l1lcon1c ob1alntl.\ l)o1u L'ie SllUiiti~nl Ab~u11~1 01' 

1he t.S. thnl ir.<:h1dc1 d1111 for Puerto It.co fl\1111 19.f.0 oo. '!be de:a Is r.cl of fcik111I 
tTans.fc11;. Table Al. I ~11:.T.nlariz.es Cle f't:liult• cl.'.ll.lincd U1 both ~"IS of rr1rea11ioos. 

n.r coo\'Ogm:e ••~ oC!uliacd Woa po.'>ltd tc..~· ~l.W'C; i> ?.61 ,.oeco1 "'~ 
iOC.t!ng onf)' toe-a• 'Q ·~ .,C )_;6 Pft'C'Cl'I. v.kt time <b'.wr:ICI trc ilbo 
btbk~. Tt:c ~.N t of l obUiocd au•a ck sc•al roed1od of ~:s 
l"l>Cedutc l$ 5 48 rc:rccnt J;JtJ 6.05 pm:i.?n' per )'c/lr n:11pecth·cl)·. tn 1111 wa. :he 
11urdard nor' 11"' •l'ulll. 1m;:l)-ing 11ig_J"llfic1nt (i('('fll~IC:tlt ~ and small cool1Jcni:e 
io1c r\·:11l "'Id; r.o <l\'c1•lr11'1'1lng re a: on:;, 1'11~ c1>of~clcnt <1bkirltd \~If'! the l'l!aetul 
1uctbOO of :n1)1nt 111J c:llltlUllQr is u::aque.Hl<:10111\ly l111-ve1 lh£J\ d:.c 1)111~-J ub1.,l-icJ ,.u. 

lcut ~q1;1:1m ' I he e«ir.1..:lcn.t ~ !!le strJCtL11I CIO"l'PQSi~i;fl of ir.1:(1111• \ll"!Abk Is 
11h~11._:,:i ;io~ili~c and tilJllUlcant 

'fhe ooef!lclcnt 0t1 the d\•mm)' v~1i1blc ft)f l'ue~o Rico loctudcd In IJ1c 01..S 
1esrt$!i:i<1ns :' l••at. negat,·c 8Jld signitic;cn~ II Indicates 1hn1 PuC110 llleo grC\v 
durioi ·b~ rerlod 19•0·90. on &\'rragc 11•ra·e1;w:1,~tt:n 2.2 L.,d Jl ,,cromtage 

ptiiott l~cr t.'iln dw ol u coaoomy v.ilh chi ~•-nc sk:edy s.tatt u t\e U111.1ed 
S:-.n,. bLl Y.l:h .. 4r bbai1 ?CfCCj.ita ~ of,...rrto IUco. 1lie :abk .... sbcwrl 

~ t«flkiml ~ • dlllUr)>- 'Wb!t-~ "-"<t R..co l'l d:ie OLS r:tJfftioo o( die 

1ri.\1.,·lJtial etf~.;t, Ol'l lbc k\·:l ~f income. ln·crpMt.n.l tlliS <:ocr.tciotlll .R lll::m' o( 

gau .... 'th rate undcr-pcrf«iu;ioee indkatcs 1hc e-x:1110rdi.-.aril)' large and flCIJ;l\i~"t 

iol.ii,•hh1:d ef~I <lbltil:icd ror Puerto Rioo a~co"-n la: (01 ?.J$ pe:reeruaac poh1111 of 
lo•,o.•cr a.'loual £ro .... ·1h fll'c rh$ ~·J!la clet1!y lndl tate tbnt Puerto Rico doea ~ 
~\e like •nothrr ll~tc. P..c P:.Jl'f"".0 Rioo ~it>my hu bteo yQi\'!Jtt at• n:uc:JI 
~ ra:ea.., be one 1 .... ,·1e.s '°'a•~ -111)11tt u..w ~ Je\'tl 

2.c ExplaininJ: lht Income Gap: Conditional Con,·era:en<e 

V/bcn 11n coo:ivn1y docs It()( bc!ooa 10 lhc oonv~rgrnte fron tier, It 1$ 
bcc11usc fl tloei not 1h111~ IJ1e !l;!lftle ' 1c-ady a1n1c locor;1e ~c1c:rmi.n::.i1ts,, l l'IC1cf<ll'C. n 
ioch:de io tlle a.bQ\e 1rtrti\i(ll) a Set of llt~11;1ud dcterrrJoaob or gl"O\'lh Vllfi.tbh:'C 
t!w ;:«!.\!) fur l~ad~· Uc COC>t.itioo~. A!l'wc.gb Utt ll!l&:r·pcrlhnn1nee ia 
tc::T~..ol roJottid. I tCiJ W a lqe &lld \11'.t\-,laMid. Sf'O"l'1h ~· 

I mw..;1e tqllMJOU I _,. 2 (JKU .. ., t~klf) '~ ksimf-. or 
pttl'Od "llllCi o~ ~ eiipi•• incen:.-c the t'ldt:'i lt'IK-.ira. «<mrotition. or ill«'mc, 
aod the pc:rccrtage of the popuJntioo Q\'tr 25 )'C.ra o!d ,~.6 oom'l)~cte hlah •ieh<iol 

cdui:atiOOll or moro. I lncludt, io addi1ion, Ille pct Cll!)i!a k\•c: I of ~111c 11nd 100111 
aovcn~r.lettl cxrcnd\1.11~ and lite p« cap·1a Jc,•cl of federal aid rccch•cd by tltt 
SLM.:. Table A2.2 l)rC11c1:rtf tbt rt$'U)U Q).,11ol 'i111 lOr t!le e:\.1rJI 1ct of vwlal>lcs 
iDtrcascs.., e\f«'Od. be c:scm.ed f(tml ~ ~\'ff,ente to 3.11 pcc'CcfA and 
J, I' io :be OI 4i f'ftJl'bli02t -.:U -...:1 \111·b..~ ir.dda.! hl1't duaw.lea 
r~iYefy no ~ "'<:~< N11i1:tc1 ~SI perun1. 1-. Gv.t.I 
reamsi.;:n. ·rl'.c o;~l'n.,;Ltn; for :bi: ~uccrurat c<ir1po;i1ion of~ '"''uible i$ 

'lbe <lilf<~r..A bt1 ... cc1 bo(.b lie': af cnim~tcs ,, 11.11Ut1lc1, l'..o,~e"ltr, th~n 1hc l""l r Jl'Kl\~n 
l°';\' Cucl'i. ~ul\~ W Lcl':i11 (IY514) tt• • l1r1• w.."11plc or b:tcw1;.er-.:.111 w 1,1 t)\1lce, 
U.di:.:~g: tb" lllt f'"i! 11.J \w' aiiile hiu is lc~l IC\ittt Jor 1U~•llt:.'lc 

JI • 



l c:illm.lkl dill: rcnl "ilr.arrt:s \: f cq~UC•ll!I {I) and (2) for a j:ll."'ltl or (j\·c 

CIOOS·SCCti" rul, 31 I O~ycc 101~'41$, CO\erlna t:1e period l)~0·19il0 TI1c 

1cg1e:i~ionr. we:-e r11 'l ~-Ill c;u!Jnllrl laut ac11.11c-11 a11d gcr.<:rol mellWd ()f 1no111CJ1t~ 
rioetdc.rt-s. lo 1.110 0 1 S rc.grcssioos I ti':> inc.u.Jod 1cgioo11I du.n:1n.r1 for wo1li. 

iam·tst. u!d ~·eu ~IVQ!!:li=al )()e!llior., nd • 1 ne dll..-noy for~ rcrot)i. Tt.c 
O\Od~~ •m ru blcfe\.il·'iQo) ... &,nf!Cd tottc nru. Ttf" incli\o-.lul 
cf«u ob:aJatd In 11M (l\lM tt~J wm n1a .,.na ncon.c kfth '-'1111 
()ts. 

TablciAl.1 

"'-' G!otlol 
~ ...... OL.~ 

tOOl!l) C\>M"') 
fk.(Olll'.p ozm ....... 

10032~1 l,0$6.l) 

DUf\{ lo."t;.l '" 
, .. 'D "' OL't.t 1l111e 00 ) .. '" }'Ci 

ot:i.t r•ko ·0.11221 ·OO)ll 
(O•JC46i ~o r,.· • .-1} 

>. OE~l Co~M 11@1 ooooS 
:90016) 1t1lll)IJ . ., l••lol) ~0.GCM-4) .... ..... 

.;o_o_,_;IJ 
!bci r> eilil',.tc• IA n.ilwiepar;;,:ilc ur;• cw:lcntJlJ~O i:n:.:cd.ll'CI. 

I ~c pen1001111,cr-"'-lpit11 Income ob111in11d 1101:1 lhe Sln!it1ic111 Abtiu11~t t•I' 
1.l1e Ll.S. 1bat ir.cludcs <1111& rot J'ucr:o Rlco 1:-..101 t 940 oo. 1l1e ~a ll r.cl {I' l'cJc1-al 
lransftrs. Table A2 I ,u,.,,1n1.'iz.cs Ole ~u!~ o':llained ln ;ioL'I sets of rc,rc,•loo!I. 
1bt toll""'Clg~ 1•c oh.Ule4 t.ISioa ;ioolfd ICI• t;Ja.."Ci il 16) J'('l'ceit "'hell. 

intloiUlg onl)' t..'UllC* tU10il') a:ld l. 76 ptt<itf!I •illcli ti:tc duni:r.ics n abo 
i.nit~:4. Tht m.;m.1 c o·· #. cbubicd i:;a..ra 1t"c p:liCtll ioett.i.'.ld of ~ts 

procedure ~\ S 48 pcn:etn .on.J 6.0S pe;1.."1!r.t p.:1 )'i:llr RSptcd.,cJ>'. (o 1111 ~.the 
•1111 <lard ¢Tf0'' UN•• udl, imi;lring siyllllc1nt <:rocl'tld~nts t.'ld &rn->11 conrlJccu;e 
inlcr-·u:i -Alth 1io ~'l«li•(•1'h1g teJion:;, ·n,., cot!'l'.~ler.t <?l>Lt1i:icJ \\1lh lho 1cn~1bl 
r:ie:bo::I cf nll)n1enu ~li'TilllQC' is u."lqueidoonhly l111,cr tl>.£Jt 1be on~• vb1" l110.I '':.11 

la$~ sq_o;i~ . ' 1 he 1:ocf!kkit: C-l'l the st'u((ural ccrrp:.isi~:xi of iocor-10 ,-anAbk Is 
Ah\7')'1J f.'(ISib\lll ll!ld lllpll!1(lflll1 

r 11e coeftlclc1t1 0t1 thc d'.uruny ,·111iabl¢ h'f P\1et10 Rico lnc~udcd hi lite OLS 
1c3rt$$icns i1 ll11ac. •'iegatl\·t- and &ign'.fi~111 II hn!lealel that Pucr1¢ ll.lco £1'C'\V 

durina tht raiod 1940-90. on a\•cra.g.e at a l'I~ 1;oe1,,«:n 2.2 and ) ) l)tt'Oer.t&g¢ 

~ '°'-~a- l1wil dlaS ol • cco:iooiy voith I.he "'-"" lk:edy ~ u the Ua.t~ 
S:an.. bl.I w.:h fior lD.bL 'XI'<&~~ of P".attto IU..."C>. l1le ~:Ibo*'°"' 
ttt- e«ftic lew: of • 411..'Ut)- '~bk J.v- ,_...., Rwto l'l tbt OLS ~ o( t11c 
iof!i,,i:J.1131 efftc1, on !tie .t"el .,f iocoo~ In tt;iAiCln.J ti': is <:oetr.cie1u in teri:ci of 

growtl", ra:e W1dc:r-potf!X'1tmoce indie.JICJ lhc cxtn.ordi.nuily lnrgt and 1tC1fJIJ\'i!: 

inlll\'ieu.11 efl'OOI -Ob1t1h1cd rot' Perno Rico llCC(IUlllll for 2.;;s rertenuiae polnt!I of 
lon•cr L'lno11l l!l'O\\'lh nitc rhese tt:t J11!1 ele11:1:)' lndicw.c Dru. Pi:eno Rico docJ. 001 
beltt\·-e lilcc aoOl~tr 11n1c. The P.J~.0 Ri<:e> ~l"~'Y h&s btto g?'OiV. rR tt • muclt 
lO'l'o'tr ru:U. at Olte i.,-rl•cd b"• sU!e v.O la UutW ioc-omt le\~I 

2.( Explai11in1 the ln«>me Gap: Conditional Con,•ercente 

1J;ben an C100t1vn1y does ocx bt'.O!'li co lhc <:ort\'C~coce fro1tder. II Is 
bccnusc jL doe~ nl'l th11~ the s11me stc.ady 11n1c lnco111c de•cro'.:na11t,, 'fhcref<itt, II 
Include io Ole e.bo\ ·e 1ct n:s1>ioo a Se\ of st11"ckl.id dcttnoinaots of IP0\'1h v•1inbl~ 

L"itl FfO>o:~· fur >1cad)' Mlle coo¢iti('J()J., At1'1oUp 1be 'll!k1t:f-pttfOO'lllmt.e i! 
tc::s"~t..11 ro.llJtcd. • aUI lirA • Mic - mt\-,.biwd ..,... :b 1-IP· 

lnld'.lletqOllU• I aoC lillcWine••'fl&•t'°'Y vaillltik\brpn'-'or 
pcnod .. -a:u.c~ of per capi·• i.noc"T.:c th( ttatc'• 1tn.;;Ual compo1it1or- or i.t('mc, 
and lhe prrceritap or the populntico Q\'tt 2S )f..~11 old ,,,th complete l'lljl'I tc.hool 

cduc<Jli;)nll Or fll<>rC. I hwludc, in addilicm, lhe r:tt ~&(lihl level of~H•I~ Md lix:al 
jOV<:n\r.-ie:u cxpcndih11-c, <ir.d ll:e pct" oapila level or federal aid rcceh·ed by the 

stat:. Tllb!: .o\2.2 pMCl'llJ 1~e ttS'l!.lU. CbnltOllinJ for Ille C:\t';t ltl or .... 1 .. ~lts 

j~ ., C\f'«1t'4. (1C e>tlmai.:d spttd of ~-~ :0 ).11 po:'Crol INI 
J.1.£ io flit OI ~ ~ •ft 804 w."h....: ioddas bmf ...._.. 

rnpron-dy Tbc ~ (I( tollm'JO(e :..~bc'I CJ SI p:rttlll. , .. 0 .. 1.'\f 
R-~:ii~ Tt-.c coerlkLcn: fur the ~:n1c111"';tl c<.1m;11xi1ioo or~• .. "' .'.Ible is 

' The dilf~~ ':ltl~'CICO ~('·h llC1 cf eu imMc• I• 11n~kr, 1..0 .... e~'tf', th~n the l'Jflu i.hnv."P 
t-.y Cuclli. Esqtil\'e! 1,_'\,I Le((l1l (19'~4) Wt • IL"ll• 111....,1plc or ~er.ii~"llKl\.11' ¢oJ\l'"lll l~, 
;.nlic11Lns U)I Che r.11111·.J , . .,..able biu i• lcia W\'r.C 1..:u ll.Js.ar.m;lc 

" • 


