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Topic 4: Economic Growth
Economic Growth Defined (Ch. 12)
Economic Growth: 
Real GDP per capita=
Example:  (2008) (base year 2006, US$)
Economic Growth Around the World (Ch. 12)
Modern Economic Growth:

Notes about economics growth in the data

GDP in year t as a result of growing at rate g: 
Example: 
Ingredients of Modern Growth (Ch. 12)
We model production as: 

Production Factors (Labor, Resources, etc) => Production of Finals Goods using Technology=> Purchase by Consumers

There are several things that encourage growth:

Production Factors

Production Technology

Demand

Production Possibilities Frontier (PPF) (Ch. 2)
Example: Suppose a country has 300 machines to make T-shirts, and produces a total of 200 T-shirts.  The country has 100 workers, who each work 2 hours.

Capital per worker=

Labor productivity per worker=
Suppose that a country is already using resources efficiently.

In the above example, that would mean that the absolutely most a worker can make using 3 machines is 2 robots. 

If the resources were being used inefficiently, then given the same resources, i.e. 3 machines, the workers may be able to produce 3 robots and increase GDP. How do we represent this idea?

A country produces two goods, Robots and t-shirts. Suppose we know that an economy can produce these goods according to one of the following plans: 

	Plan
	Robots
	T-Shirts

	Plan A
	0
	20

	Plan B
	1
	18

	Plan C
	3
	14

	Plan D
	4
	8

	Plan E
	5
	0


We can graph this information and get:

We make the following assumptions about the points of data: 

1. Full employment of Resources (At all the points the firms uses everything available to it – ex. labor)

2. Fixed Resources (At all the points the firms have access to the same amount of resources)
3. Fixed Technology (At all the points, the firms use the same technology)
A country with an increase in production capabilities.
A country with a decrease in production capabilities. 
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