
See discussions, stats, and author profiles for this publication at: https://www.researchgate.net/publication/24114305

Income convergence? Evidence of non-linearity in the East Asian Economies:

A comment

Article · January 2006

Source: RePEc

CITATIONS

3
READS

21

2 authors:

Some of the authors of this publication are also working on these related projects:

Hysteresis in Unemployment View project

On Debts Study View project

Venus Khim-Sen Liew

University Malaysia Sarawak

134 PUBLICATIONS   1,240 CITATIONS   

SEE PROFILE

Yusuf Ahmad

Cyberjaya University College of Medical Sciences

83 PUBLICATIONS   1,675 CITATIONS   

SEE PROFILE

All content following this page was uploaded by Venus Khim-Sen Liew on 08 September 2016.

The user has requested enhancement of the downloaded file.

https://www.researchgate.net/publication/24114305_Income_convergence_Evidence_of_non-linearity_in_the_East_Asian_Economies_A_comment?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_2&_esc=publicationCoverPdf
https://www.researchgate.net/publication/24114305_Income_convergence_Evidence_of_non-linearity_in_the_East_Asian_Economies_A_comment?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_3&_esc=publicationCoverPdf
https://www.researchgate.net/project/Hysteresis-in-Unemployment?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_9&_esc=publicationCoverPdf
https://www.researchgate.net/project/On-Debts-Study?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_9&_esc=publicationCoverPdf
https://www.researchgate.net/?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_1&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Venus_Liew?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Venus_Liew?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/institution/University_Malaysia_Sarawak?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_6&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Venus_Liew?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Yusuf_Ahmad3?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Yusuf_Ahmad3?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/institution/Cyberjaya_University_College_of_Medical_Sciences?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_6&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Yusuf_Ahmad3?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Venus_Liew?enrichId=rgreq-a69790cb4edb915b00962672d3fe5218-XXX&enrichSource=Y292ZXJQYWdlOzI0MTE0MzA1O0FTOjQwMzg1OTk1NzY2NTc5MkAxNDczMjk5MTI1MDk5&el=1_x_10&_esc=publicationCoverPdf


MPRA
Munich Personal RePEc Archive

Income convergence? Evidence of
non-linearity in the East Asian
Economies: A comment

Venus Khim-Sen Liew and Yusuf Ahmad

March 2006

Online at http://mpra.ub.uni-muenchen.de/519/
MPRA Paper No. 519, posted 19. October 2006

http://mpra.ub.uni-muenchen.de/
http://mpra.ub.uni-muenchen.de/519/


 1 

 
 

Title: Income convergence? Evidence of Non-linearity in the East Asian Economies: A 
Commentψ 
 
Authors: Venus Khim-Sen Liewa* and Yusuf Ahmadb 

 
Institutional Affiliations: 
 
aLabuan International Campus,  
Universiti Malaysia Sabah,  
P.O.Box 80594,  
87015 Labuan, Malaysia. 
 
bEast Asia: Poverty Reduction and Economic Management Division,  
the World Bank, 
1818 H Street, N.W.,  
Washington,  
DC 20433 U.S.A 

 
 

Abstract: 
 
This study demonstrates the usefulness of Kapetanois et al. (2003) test in differentiating 
the two stages of income convergence—long run convergence and catching up. A re-
examination of the “Four Asian Dragons” economies, in which their income differentials 
with respect to Japan have been identified as non-linear stationary in Liew and Lim 
(2005), reveals that the economy of Hong Kong, Korea and Singapore are catching up, 
while Taiwan has yet to catch up, with the Japan economy.  

 
JEL Classifications: C32, F43, O40  
 
Key Words: long run convergence, catching up, non-linear, stationary tests, income 
differentials. 
 

 
 

                                                 
ψ We, not our institutions, are responsible for the views expressed in this paper. 
* Corresponding author. Address: Labuan International Campus, Universiti Malaysia 
Sabah, P.O.Box 80594, 87015 Labuan, Malaysia. Telephone: +6087466716. Fax: 
+6087460477. E-mail: venusliew@yahoo.com. 
 



 2 

Income convergence? Evidence of Non-linearity in the East Asian 
Economies: A Comment 

 
 

1. Introduction 

 

The income convergence hypothesis states that despite the differences in initial 

income, poorer and richer economies may eventually converge in term of economic 

growth rate. The validity of this hypothesis may be studied via, among others, 

subjecting the time series of income differential between poorer and richer economies 

to stationary test (see for instance, Bernard and Durlauf 1995). In this respect, a 

stationary income differential is taken as evidence of income convergence between 

the two contrasting economies. This interesting issue of income convergence has 

drawn the attention of many empirical researchers and policy-makers. Nonetheless, 

income convergence hypothesis has previously been scrutinized using linear testing 

framework in the literature and effort from non-linear perspective is little. 

 

The work of Liew and Lim (2005), which breaks through the linear testing 

environment, demonstrate that, in sharp contrast to the non-linear approach, the linear 

(Augmented Dickey-Fuller) stationary test was incapable of detecting any income 

divergence between Japan and all other East-Asian economies under studies. 

Remarkably, the authors detected the presence of non-linearity in the income 

differentials of Japan and the rest of East-Asian economies based on formal linearity 

test procedure of Luukkonen, Saikkonen and Teräsvirta (1988). They further adopted 

the recently developed non-linear stationary test of Kapetanois, Shin and Snell (2003) 




