Writing Precise Explanations of Graphic/Tabular Display of Economic Data

Purpose:  This assignment asks for short, precise explanations of economic data displayed in graphs and tables.

Background and Pedagogical Rationale:  This assignment emphasizes precise thinking and language.  Students are often insensitive to the units of measure employed in data presentation.  They might look at a graph displaying GDP trends and claim that GDP is falling, when, in fact, the rate of growth has simply declined.  They have similar problems with totals and averages.

Unfortunately, it is apparent that students do not grow out of this problem naturally.  Our department’s advisory board complains loudly about the “sloppy thinking” that characterizes young hires.  They go on and on about how junior members of their teams prepare terrible numerical graphics for presentations and then go on to talk about data contained in these presentations badly—wrong units, wrong periods, bad conclusions.

In order to receive a good grade on this assignment, students need to be sensitive to the units of measure in each source and be precise in what they need to measure.  Also, because students are often insensitive to selection bias, they need to be aware of how dependent results can be to the sample selected for observation

The Assignment:  What follows is an assignment with seven questions aimed at teaching close reading of graphics.
In the tenth edition of Baumol and Blinder’s Principles of Macroeconomics, in a chapter dedicated to Economic Growth, the authors introduce the “Convergence Hypothesis”.  (Chapter 7, p. 127)  This activity is designed to complement their presentation.

1)  “Translate” figure 2 on page 127 of the Baumol and Blinder text.  What does it say?

Below is a scan of figure 2 from B & B.
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2)  The following graph, “Two-Speed World”, accompanied an article in the Wall Street Journal.  “Translate” the graph.  What does it say?
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3)  Compare the WSJ graph “Two-Speed World”, to Figure 2 from the B&B text.  How are their messages similar?  How are they different?

4)  The graph below also accompanied the article that appeared in the WSJ.  Since the year 2000, what can you say regarding the performance of the five economies featured in the graph?  Please limit your discussion to a general comment regarding their economic growth and inflation experience.



5)  The table below is taken from another source.

Table 1 below tracks the performance of GNI (Gross National Income—like GDP) per capita for the countries that were in the bottom decile  (10%) in 1980 and 2002. Not only did the poorest countries of 1980 (other than China and Mozambique) not perform as well as the world average, but some posted negative annual growth rates over the period. Yet, since China’s population occupied nearly 93% of the bottom decile in 1980, its rapid growth is responsible for the high growth rate of those individuals who were in the first decile of the world distribution in 1980. However, if we look at the performance of the 26 countries that replaced China [11] in the bottom decile by 2002, they experienced an average annual negative growth of about –0.85%. As a result, the poorest 10 percent of the world in 2002 were on average only slightly less poor than the poorest 10 percent in 1980.
Table 1
Breakdown of the performance of income per capita: Bottom decile (population-weighted)
% 1980 Share of decile’s population Annual growth rate (1980-2002) Malawi 1.52 –0.10 Guinea-Bissau 0.20 –0.19 Mozambique 2.98 1.52 Congo, Rep. 0.44 –0.07 Chad 1.10 1.26 Burundi 1.02 –0.94 China 92.74 8.20 Pop-weighted average of decile 7.86 2002 Share of decile’s population Weighted averages of group’s annual growth rate (1980-2002) Same countries as above, except for China 8.80 0.72 26 more countries, of which: 91.20 –0.85 a) 19 countries with negative growth (Central African Rep., Comoros, Congo (DRC), Cote d’Ivoire, Gambia, Haiti, Kenya, Kyrgyz Rep., Madagascar, Moldova, Niger, Nigeria, Rwanda, Sierra Leone, Solomon Islands, Tajikistan, Togo, Uzbekistan, Zambia) 60.90 –2.26 b) 7 countries with positive growth (Bangladesh, Benin, Burkina Faso, Mali, Nepal, Senegal, Sudan) 30.30 1.77 Pop-weighted average decile –0.76 Source: Authors’ calculations based on data from WDI 2004.
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a)  In the top portion of the table, in the right hand column, we find the figure, “7.86”.  What is the meaning of 7.86?  What does it say?

b)  In the bottom portion of the table, in the right hand column, we find the figure, “0.72”.  What is the meaning of 0.72?  What does it say?

c)  In the bottom portion of the table, in the right hand column, we find the figure, “-0.76”.  What is the meaning of -0.76?  What does it say?

6)  Message.  What kind of impression did the two graphs from the WSJ create?  What kind of message did Table 1 from the journal article create?

7)  Convergence conclusions.  What can we conclude from the above tables and graphs regarding convergence?  Does the convergence hypothesis hold?  Is it supported by these data?

-----------------------------
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