
ECON 261 – Spring 2004

Problem Set # 2 – Due February 26 at the beginning of class

A- Data Analysis

Think of a country you would like to work with during the rest of the semester.  If you are undecided, continue for the time being working with the country you selected for problem set 1.

1) The file LA.macrodata.xls, linked from the course page, contains the data required in the previous problem set for 19 Latin American countries and the United States.  In this exercise you will compare your country with other Latin American countries and the U.S.

a. The per capita GDP in U.S. dollars is a rough measure of development, which fluctuates according to the country’s exchange rate.  Which are the most developed and the least developed Latin American countries according to this measure?  How does your country compare to them and to the U.S.?  [Please use precise language in your answer, e.g. instead of “higher” or  “lower” use “twice as large” or “about 30% the size of“.]  Finally, does this measure fluctuate a lot for your country?  What these fluctuations tell you about the exchange rate?

b. The growth rate of real per capita GDP is the conventional measure of country’s economic growth.  Which Latin American countries had the best and the worst growth performances?  How does your country compare to them and to the U.S.?  1997, the year of the Asian crisis, marked a change in the growth performance of most Latin American countries.  What can you say about Latin American economic growth during 1990-1997 and during 1997-2002?  How this experience compares to that of the U.S.?  Does you country fit the general pattern?

c. Inflation, which is commonly measured as the rate of growth of CPI, was a big concern in Latin America in the 1980s.  What can you say about the Latin American inflation experience during 1990-1997 and during 1997-2002?  Which were the most and the least inflation-prone countries in this period?  How does your country compare to them and to the U.S.?

d. Optional: Check your answer to the data assignment in problem set 1 and compare with the data in the file LA.macrodata.xls, and correct any error. [Caveat: The previous data assignment asked you to use 1998 instead of 1997, so you will not be able to compare everything; however, if you find differences for 1990 and 2002, you might want to make corrections.]

2) In order to have a better perspective on development, we need to go beyond per capita GDP measures.  

a. Using World Development Indicators (available in campus labs’ computers), collect information on all the social indicators available for your country and the United States [for example, life expectancy, infant and child mortality, educational attainment, poverty incidence, etc.].  Write a short report comparing your country with the U.S. and describing the evolution of these social indicators over time.  Show the most relevant numbers, either in a table or as part of your text.
b. Go the web sites of the World Bank, the Inter-American Development Bank, and the Latin American Network Information Center [linked from the course page] and see if you can find any complementary information for your country [e.g. income distribution, labor market data, and other social or poverty indicators].  Describe what you have found, and show any relevant number.
B- Review questions [75-100 words each]

(1) What is the main equation of the Harrod-Domar model?  Explain what it means and how policy-makers can use it for economic planning.

(2) Explain briefly Sen’s view on development.

(3) What is the Lewis model and how it contributes to our understanding of economic growth in developing countries?

