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Econ of Emerging Nations

Changes:

» Lecture on Thur., Oct. 6

» Test on Mon., Oct. 10 (Kajka)
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Theories (understanding growth)

v

Adam Smith (Optimistic)
Ricardo, Revd. Malthus (Pessimistic)

Karl Heinrich Marx (Revolutionary)

v

v

v

Harrod-Domar (Perpetual)

v

Solow-Swan (Neoclassical)

v

New Theories (Endogenised)
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Growth rate

Y41 — Yt
Yt
Yer1r = ye(1+gt)

= gt

Yt is pc output at time t, and
g: is the growth rate

Yern =Yye (1+g)"

Example
Double production

Yttn = 2¥:
2yy = ye(14+g)"
log2 = nlog(1+g)
log 2 70
n ~ =2"o~_—
g &%

u]
o)
I

i
it




|—Economic and Political Problems of Emerging Nations
L Growth Theories

Solow Model

Production function:

Y = F(K,L)
AKaLl—Dc
Production per capita:
-y
]
AKX [1=0 A& 1=«
Y= L e[

= Ak ac(0,1)
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Solow Model

Growth:
Yt+1 — Yt Akg‘ﬂ - Ak?
Growth requires:
Ak #£0
Change in capital:
kivi = ke — Okt + sy
= ke (1—90)+s- Ak
Growth rate:
Ake  s- Ak}
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Solow Model

el SAKEL — 5
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Solow Model

Results:

2. No perpetual growth

1. The further away from the equilibrium, the faster the growth.

3. Different steady states
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