ECON 6470   	            Midterm: Key challenges to Growth & Development 	 		   Fall 2019	

Please answer these questions section by section writing your answer single spaced right after each question mark in a font that is not dark red. Please use single space and italics for quotes, citing author date and page number.  Quotes with page numbers are great, section in italics are extra credit (not to be confused with quotes in your answers ink color  Turn your answers using this word template on BB by the due date, see BB for the due date, if BB does not work you can also email a copy to mcleodassign@gmail.com with “ECON 6470 Midterm Q1 & Q2 your name” as the subject line. This Economics Nobel prize has a nice web page, but right now I cannot access it (again). Luckily the urls below are working. The Economics prize is a bit different, but at least it is on the same page as the other prizes. Let me know if these background papers urls stop working, I saved pdf copies. We will revisit some of these issues in class and via the Aghion and Howitt text… 

Question M-1A Does knowledge driven growth inevitably lead to regional inequalities and concentration of wealth. As it happens both Michael Kremer and Paul Romer have similar theories of knowledge driven growth.  Knowledge is nonrival, it has spread to manufacturing centers in China, Mexico and Poland (Baldwin, 2016) creating a new middle class (in September the majority of the world’s population became middle class, see Kharas et al.).  This should be good news, but instead we have populist backlash and rioting all over (Chile, Hong Kong, etc.) why?  M-1B Why is there no rioting (political instability) in China, or India or Africa?  There is unrest in Ethiopia, whose President just won the Nobel Peace Prize, has Ethiopia used the traditional manufacturing exports model?  How is Ethiopia doing now (despite some political unrest) see the most recent forecasts from the October 2019 WEO (is the SSA REO out yet?).  Most of the young people living today are in SSA, what sort of development challenges does this present?  

Question M-1A
    
[bookmark: _GoBack]Kremer, Michael, “Population Growth and Technological Change: One Million B.C. to 1990,”
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Midterm-Q1 (Masters & PhD) Use the Royal Academy of Sciences report on “Integrating nature and knowledge into economics 2018” Prize report to summarize the Nobel Committee’s assessment of Paul Romer’s and William D. Nordhaus’s contribution to growth and development. We will return to climate change, but for now focus on Romer’s contribution.  What do key issues/questions do Figures 1 and 2 focus on?  What period does Figure 1 cover? What changed after 2000? What does Figure 1 imply about the Solow model (they claim)?  What was Romer’s “major breakthrough”?  Is Figure 2 based on Romer 1986 or (1990)?  How does Romer (1990) imply growth driven by ideas is different that growth driven by physical capital?  How do imperfect competition and unregulated markets enter the picture?  Is there a role for development policy (governments and legal systems, institutions?).  EC1 How do nonrival goods and R&D enter the global value chains driving Baldwin’s “Great Convergence” (let me know if you need a copy of this book).  EC2: Use Nordhaus’ simulations in Figure 3 to compare the Stern’s scenario 2 (what happens to emission in 2040 in scenario 2 and 4)? What happens if we “do nothing” beyond 2015 policies?  Relate these findings to the recent IPCC update on the outlook for climate change.   

Midterm-Q2 (PhD and Masters Students, MQ2A Use the Committee for the Prize in Economic Sciences in Memory of Alfred Nobel* 2018 Scientific background study “Economic Growth, Technological Change and Climate Change” October 8th to summarize what Romer’s and Nordhaus’ contributions have in common, the shortcomings of existing theory their work addresses,  and what the Nobel committee thinks are the major challenges remaining (see pages 1-5). MQ2B Skip the standard Solow-Swan model (section 2) and go to the introduction to Section 3 (Endogenous Technical change) if you have not already (if so just cut and paste) go into a bit more detail on Romer’s “empirical starting point” (p. 10) and how he made technology endogenous (p. 11) and intuitively how we get “sustained long-run growth. MQ1C (PhD students only) explore Romer’s “love for variety” idea a bit more formally, how does globalization. Write your summary using math and motivation (copied from their report, or with reference to equation numbers if your are pressed for time…).  In what sense is Romer (1986) and endogenous growth model? What stylized fact does this class of models explain (starting with the AK model) what stylized fact do they not explain?  Section 3.2 focuses on the production of ideas, see Figure 2.  Do markets or planners supply “new ideas”?  If long term profits from new ideas are zero, why would private R&D firms produce new ideas?   What drives profits from new ideas to zero in the long run? As already mentioned at the outset of this section, Romer’s 1986 first paper was the first in which the long-run growth rate is nontrivially determined and – at the same time – the equilibrium outcomes agree with a set of historical growth facts for the U.S. economy.  What was a model “trivally” determined the long run endogenous growth rate (before Romer, 1986).  MQ1D (PhD & Masters)  Briefly discuss some “alternative drivers of endogenous growth” and some alternative R&D settings (who made the most influential contribution in this area?) more on this in Chapter 4 of our text, for now briefly summarize (quotes?) the empirical “tests of growth theory” cited by this report (Section 3.5 through) page 22 now stop this is a enough. 
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