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Per Capita Incomes in 
the States Converging on 
the National Average

Between 1978 and 1988, states with per capita in
comes greater than the national average (high-income 
states) grew more rapidly than states with per capita 
incomes less than the national average (low-income 
states). Consequently, the disparity in per capita in
comes between states increased. Since 1988, however, 
the trend has reversed. (See the movements in the co- 
^ lc ie n t o f variation on the chart below.) The recent 

srsal reflects a common feature o f U.S. economic 
growth— the convergence over time of per capita in
come across states. A trend toward equality in states’ 
per capita incomes was the norm from the early 1930s 
to the late 1970s. Because labor and capital tend to 
move in search of higher returns and barriers impeding 
the flow of resources across state borders are 
minor, this convergence was readily explained.

Between 1978 and 1988, however, state per 
capita incomes diverged from the national aver
age. High-income states that grew much more 
rapidly than other states and low-income states 
that grew much less rapidly than other states

0 counted for the divergence. All o f the high- 
come, high-growth states are located on the 

Atlantic Coast. Four states— New Hampshire, 
Connecticut, New Jersey and Massachusetts—  
experienced especially rapid growth, which 
boosted their per capita incomes relative to the

national average by more than 20 percentage points. 
One industrial characteristic shared by these four states 
is a concentration of high-technology manufacturing. 
Meanwhile, the low-income states that contributed to 
the divergence of state per capita incomes are located 
in the interior of the country. Economic growth here is 
generally intertwined with energy production, mining, 
and to a lesser extent agriculture.

In recent years a key factor in the return toward 
equality in states’ per capita incomes has been a 
relative slowing in economic growth in the high-in
come states in the Northeast. For example, per capita 
income in New Hampshire and Massachusetts relative 
to the national average fell by more than 5 percentage 
points between 1988 and 1991. California experienced 
a similar decline as well. Although it is too early to 
say whether this convergence of per capita incomes 
will continue, it would not be surprising in view of 
U.S. economic history.

—  Cletus C. Coughlin
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