Why Has Regional Income Convergence in the U.S.
Stopped?

Peter Ganong and Daniel Shoag, Harvard




Change in Income Convergence
1940-1960, Coef: -2.41 SE: .11
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Change in Income Convergence
1940-1960, Coef: -2.41 SE: .11 1990-2010, Coef: -.99 SE: .28
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Convergence Rates Over Time

0

-1
|
o
..
.

2
®
$
S
*

® Annual Inc Conv Rate

Convergence for 20-Year Windows at Annual Rate
®
°

-3
l

I I | I I I |
1950 1960 1970 1980 1990 2000 2010




Change in Directed Migration

1940-1960, Coef: 1.68 SE: .38
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Change in Directed Migration

1940-1960, Coef: 1.68 SE: .38 1990-2010, Coef: -.47 SE: .63
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Convergence and Directed Migration Rates Over Time
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Convergence and Directed Migration Rates Over Time
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Convergence and Directed Migration Rates Over Time
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Nominal Income and Net Migration
SEA-level, 1935-1940

Low Skill Coef: 1.31 SE: 47 High Skill Coef: .61 SE: .39
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Nominal Income and Net Migration
SEA-level, 1935-1940

Low SKill Coef: 1.31 SE: .47 High Skill Coef: .61 SE: .39
81 * 8 e
o o
® 22 O o
8_ 3 .
'§ _§ e O L ] )
o T O
5 5 Y
= b= e @
3% B
= ° = o
8|_5 il} Q_IS 1|0 16.5 8|_5 sIJ Q_IS 1|0 1{|)_5
Log Mean Nominal Income, 1940 Log Mean Nominal Income, 1940
Real Income and Net Migration
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Nominal Income and Net Migration
PUMA-level, 1995-2000

Low SKill Coef: -2.17 SE: 1.00 High Skill Coef: 4.07 SE: .69
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Nominal Income and Net Migration
PUMA-level, 1995-2000

Low Skill Coef: -2.17 SE: 1.00
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High Skill Coef: 4.07 SE: .69

Real Income and Net Migration

Low Skill Coef: 4.30 SE: 2.00
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Income and Housing Prices
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Income and Housing Prices

- 1960, Coef: .95 SE: .08 2010, Coef: 2.04 SE: .25
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High Housing Share vs. High Education
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Effect of $1 of Statewide Inc on Skill-Specific Inc Net of Housing
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1960 Coef: -.33 SE: .04 2010 Coef: -.08 SE: .06
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Extent of Human Capital Convergence due to Migration Over Time
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Real Construction Costs and House Prices Over Time
Index, 1980=100
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Land Use Cases Per Million People
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Land Use Cases vs 1975 Survey, Coef: .1 SE: .03
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Housing Prices vs. Regulation
Controlling for State & Year Fixed Effects, Coef: 18.96 SE: 5.74
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Regulations Capitalize Incomes into Prices
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Change in Income Convergence
1940-1960, Coef: -2.41 SE: .11 1990-2010, Coef: -.99 SE: .28
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Change in Income Convergence, By Housing Elasticity
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Change in Income Convergence, By Housing Elasticity
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Change in Income Convergence, By Housing Elasticity
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Annual Inc Growth Rate, 1940-1960

Change in Income Convergence, By Housing Elasticity
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Change in Income Convergence, By Housing Elasticity
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Change in Income Convergence, By Housing Elasticity
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Split by Land Use Instrument

OR
E ® Coef Low Elasticity States
= ® Coef High Elasticity States
- 0.0 @
c ® °
- o % o %o
< ¢ ® °
w7 ® °
o L ® °
% ® e ©
©
= o ]
< _ o °
S °
@) ( I

>C.I'} % o °® ¢ *e ° %
o ® o ° .. o0 ° L
= o 0 ( I ® °
Q A A (o L) LI S o o ou®
] ..oo. o8 o® o ° "
> o
c
321 %

| I I | | | |

1950 1960 1970 1980 1990 2000 2010




Split by Land Use Instrument
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Split by Land Use Instrument
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How Regulations Affect Convergence
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How Regulations Affect Convergence
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How Regulations Affect Convergence
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Takeaways

= Land use restrictions have macro consequences
= Decreased productivity

" Increased inequality

*Increasing concern in policy circles

*New data and directions
= | am excited to hear your ideas!

= Dan_Shoag@hks.Harvard.edu



