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1.1 Theory
1.1.1 Q uestion1

O neoftheresultsoftheSolowgrowthmodelingapproachis theabsolutecon-
vergencehypothesis. U singtheSolowgrowthmodelpresentedinclass, explain
inyourownwordstheabsoluteconvergencehypothesisandwhattheabsolute
convergencehypothesis suggests aboutrates ofgrowthfordi¤erentcountries.
Youmayusetheassignedreadingonthistopictosupplementyouranswer.

1.1.2 Q uestion2

Illustrateadevelopingcountryatthetransitionpointusingatwo-sectormodel
ofeconomicdevelopment. W hatistheprevailingwagerateintheagricultural
and industrialsectors? W hatmustoccurforthewagerate torise in the
agriculturalsector? W hatfactorsmightimpedeariseinagriculturalwages?
Illustrateanddiscusshowpopulationgrowthmighta¤ecttheabilityofacountry
toraiseagriculturalwages?

1.2 D iscussion
1.2.1 Q uestion3

A resultofthe H arrod-D omargrowth modelingapproach is thateconomic
growth is dependentupon the ICO R and thenationalsavings rate. U sing
theassigned readings, illustrate and discuss how H IV /A ID S may a¤ectthe
ICO R andthenationalsavingsrateandtheimplications foreconomicgrowth
indevelopingcountries.

1.2.2 Q uestion4

A ssumethattheU nitedStatesisinterestedinsellingsurplusmilitaryequipment
totheR epublicofB lablikistan(R O B ). T heR O B iscurrentlydiscussingwhether
toexpendresources onmilitaryequipmentoroneducation. U singthetwo
papers on thewebsiteforQ uestion 4 on the impactofdefense expenditures
on economicgrowthand income inequality, discuss whethertheR O B should
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procure theequipmentandwhatimpactsuch aprocurementmighthaveon
incomeinequalityandeconomicdevelopmentoverthelong-run. H owmight
theR O B address theproblem ofincomeinequalityand, intime, procurethe
surplus military equipment? Ifyouwerethe SA O forR O B and signi…cant
class tensionsexistedduetotheunequaldistributionofincomeinR O B , what
wouldyourecommendas acourseofactionandhowmightyou justifyyour
recommendation?
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