Problem Based Learning Task n. 1

Time: task to be started in Week 3 and to be completed by Week 5

Presentations: Week 5 – Groups 1, 3, 7

Coursework: the completed task is part of the Coursework to be submitted by Week 11

Mark: this task accounts for 30% of the overall coursework mark

The task below has the following aims and Learning Outcomes

	Aims


	This task will help you

· Understand the convergence hypothesis theory and the importance of diminishing returns in underpinning such a concept

· Manipulate statistics to test theories

· Understand the concept of residual and show theoretical models can be tested with available statistics

· Work in group to solve tasks



	Learning Outcomes


	· Understand the link between theory and the development of testable hypotheses

· Develop an ability to test hypothesis through the use of datasets

· Understand the conditional and absolute convergence hypotheses and use statistics to test it

· Understand the concept of total factor productivity and the computation of the residual

· Use of datasets to measure the residual across countries and comments on its size

· Appreciate the importance of assumptions in determining the outcomes of models 




Task

1) You are the economic adviser to the government of a developing country. The government is wondering whether by investing more it will be able to close the capital and income gap with the rich countries.

a) With reference to exogenous growth theory, explain whether this policy is likely to be successful and to help the country to catch up with the rich countries; 

(300 words)

b) provide some detailed empirical evidence to inform the government on whether the catch up process is supported by available evidence across countries and comment on your results.

(200 words)

c) on the basis of the available evidence advise the government on the likely average rate (speed) at which the country is likely to catch up with richer countries.

(100 words)

2) 
The government believes that there is something else beyond capital investment that is driving the country’s growth. 

a) Using the Solow model’s framework, show to the government how you could calculate how the various input factors contribute to the country’s growth rate.

(200 words)

b) The country you are advising is ___________________(the country will be assigned to you in week 3). Using any available statistics, measure the contribution of the various inputs factors to the country’s growth rate. Comment on your results and on the basis of these results suggest some growth-enhancing policies to the government

(300 words)

The group should consider organising the analysis around the following concepts and ideas

	Key Concepts: 
	Diminishing returns to capital accumulation, absolute convergence, conditional convergence, speed of convergence, cross-country convergence graphs, residual, growth accounting equation, output per-worker, capital per-worker, statistical analysis, total factor productivity



	Notes
	Graphs should be generated by using the data supplied in the datasets available on WebLearn, graphs photocopied from other textbooks can be used but whenever possible you should try to create your own graphs; mathematical equations need to be clearly explained; there must be a clear reference to theory and empirical evidence in your analysis
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