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Week 1


What positive steps have been taken in recent years by China and particularly India to growth rapidly?

Reducing market isolation (i.e. opening to the global economy), educating their populations, gaining access to technology, improving infrastructure, and reducing business regulation.  India has also controlled inflation. 

Why might India grow faster than China in the future?

With democracy, India might be more innovative, which is necessary for growth in the middle and high-income stages of development. India has a younger population.  

According to Ms. Schrager, how does the political regime (democracy or authoritarian) affect growth differently at different stages of development? Explain in the context of the two countries.

Authoritarian regimes (China) might be suitable for earlier stages of development when things need to get done (building infrastructure, increase educational access, cut bureaucracy, etc.) but for latter stages, innovation is needed and that is better fostered under a democracy (India) whether the freedom to engage in free discussion and expression is better for nurturing innovation. Thus, China might have grown faster in the past but India will grow faster in the future. These are the opinions of the author. 


Week 2

What is meant by the (share of the) working-age population? How does it differ from the labor force (i.e. share of workers in the population)? Why might we say it is a proxy?

WAP is the share of population that is in the working age, usually aged 15-64. Labor force is those working and unemployed (excludes those who don’t want to work, stay at home, students, others). LF is usually about 70% of the WAP Easier to get comparative statistics for a long time framework for WAP. We would really like to use labor force because excludes those who are not working. We want to know workers that are supporting the rest of the population. But we use WAP as proxy because easier to get the stats.


Explain the changes in Figure 1b (p. 97).(What is causing the change?)

Lots of babies were born in 1950s and 1960s in the baby boom. They add to population but not in the working age yet. From 1970s onwards they become part of the WAP and that is why the line goes up. From 2010 onwards they are retiring and with fewer babies born, the WAP falls. 


Explain what is meant by the ‘first demographic dividend’?

More people in the WAP and therefore more people working – being productive, contributing to output and the growth of the economy. 

Explain what is meant by the ‘second demographic dividend’?

Older working adults save more (kids don’t save, retirees don’t earn/save, and young adults have more expenses with kids etc.). That higher savings from older working adults can contribute to greater accumulations of physical capital (save in the banking system, lent out to businesses) and human capital (parents spending their savings on older children’s education in good high schools, universities).  


Explain why a decrease in the working-age population might affect poverty?

Less household income being earned. Fewer workers support young and old.  

In the empirical results, what effect does an increase in the working age population have on the growth of GDP per capita? Does it increase or decrease GDP p.c.?

Increase. Table 3, change in the share of WAP (first row), positive and significant in all estimates.


Is this effect mostly the result of the first or the second demographic dividend? Explain.

Most likely the first. Does not appear to have impact on productivity, which would come from second demographic dividend. See p.103 first column. 


What has more effect: old age dependence ratio, or the child dependency ratio?

Child. See Table 4 CHD dep (significant for all specifications) and AGED dep (only once significant).


In the empirical results, what impact does the working-age population have on poverty? 

Higher WAP associated with poverty reduction. 


Week 3

What is convergence? Countries that are poorer (i.e. lower GDP per capita) grow faster than richer countries.  Thus, their income level convergences (gets closer to each other).
 
Why would poorer countries grow faster than richer countries?

Diminishing returns to capital. A given increase in capital results in greater output in a poor country (that has less capital) than a richer country.
  
What is the best example of a poor country growing faster/quickly? (Table 1): China

What is a good example of a richer country growing slower? (Table 1)

Hong Kong, Korea, or Taiwan


Which country did not seem to adhere to the convergence principle in 1981-1990?

Philippines


Explain Equation 4?

TFP is assumed to be technology (A).  We have no variable to include in the regression, so we assume it to be the residual (error term). It is the factor(s) aside from capital, labor and human capital that account for growth.

Forget about the triangles and ln for a moment.  The equation can be rearranged to be our basic growth equation:

y = k + h + A 

(output per person, capital per person, human capital per person and technology)

If we move A to the left side and y to the right side (changing signs as needed), we get equation 4.

alpha and 1-alpha are the exponents on K and L that give us constant returns, they come down (from being exponents) because we are using logs (know your math).  

Explain the negative signs on the variables in Table 2.

TFP growth

TFP: low technology country has more chance to increase technology

K/L growth

K/L: convergence effect, high-capital country grows slower because of diminishing returns to capital

Population growth:  higher population growth results in lower K/L growth because the denominator (L) is growing fast.


Savings rate

Old dependency: Old people don’t save because they are not earning.

Young dependency: Kids don’t save. Adults save less because they need to provide for children (large expenses).  

Figure 1: Why has China grown faster than the others?  (i.e.: What was the source(s) of its growth?)

It had greater capital and TFP growth than other countries. 

What types of reforms do the authors include in the reform scenario?
How much is the growth rate expected to be higher in 2021-2030 as a result of the reforms (compared to without reforms) in the following countries:
Thailand, Hong Kong, Indonesia, India

Reforms: Increased years of schooling, better property rights and growth in R&D. 

Table 3: compare GDP (growth) 2021-30 for basic and reforms scenarios. Hong Kong: minor effect 2.83 to 2.92. India and Indonesia large impact 1.5 percentage points or more. Thailand 0.67 (middling).


Week 4

What are cognitive skills?

Knowledge of math, science, reading, comprehension, etc. Specific things we can study and learn. 

What are noncognitive skills?

Motivation, determination, work effort.

Should noncognitive skills actually be defined as ‘skills’?

Debatable
  
What other word might you use?

Attributes

What do tests in say school or university seek to gauge  (cognitive or noncognitive)?

Cognitive

Why is it hard to measure noncognitive skills?

Hard to get students to show attributes like hard work and determination on a test.

Can we teach noncognitive skills?

Debatable, but can nurture them. 

Explain the link between noncognitive skills and economic growth.

People who work hard and are motivated to give maximum effort in their job helps to increase output, which is what growth it. 

What is PISA?

Program for International Student Assessment, by the OECD 

Does it measure cognitive or noncognitive skills?

Cognitive (but authors found a way use it to test noncognitive). 

How have the authors used the structure of the tests to measure noncognitive skills? (Table 1).

Questions are arranged randomly among test booklets. Authors looked at how much correct and completed answers declined in the second half of the test. If the number of correct answers did not decline, then students were said to be hard working and motivated because they worked hard to the end.  If correct answers declined, then students were not as motivated (i.e. they had lower noncognitive skills). These results could be compared between countries.  

By using this method, what types of noncognitive skills are they testing?

Motivation, determination, hard work 

Explain the graph on page 139?

Number of correct answers fell considerably for Brazil as students got toward the end of the test, suggesting that they did not try as hard at the end (i.e. lower noncognitive skills). For Azerbaijan, the number of correct answer fell only slightly (higher noncognitive skills). 

Table 4: Columns 1, 2 and 3

Column 1: Years of schooling (quantity indicator of human capital) is significantly correlated with per capita growth when quality variable not included. 

Column 2: Quality variable (test scores) it is significant when quantity variable is not included.

Column 3: When both are included, quality is significant and quantity becomes insignificant. Conclusion: quality of education more important than quantity for economic growth.


Table 5
What is the variable “performance decline”?

Gauges how much performance on the test declines towards the end of the test. It is an indicator of noncognitivue skills (motivation, determination, effort).  It indicates the number of correct answers in the second half of the test as the student moves toward the end of the test.
 
Is it expected to be positively or negatively correlated with economic growth (+ or – sign)? 

It is expected to be positively correlated because it measures the number of correct answers (even though the name of the variable in ‘performance decline’). 


Week 5 

How would we characterize Cambodia’s growth performance since the mid 1990s?

Rapid. 7.6% GDP growth annually on average for two decades. (Thailand would like to have had that.)
 
What (natural) growth opportunities has Cambodia used over the past two decades to achieve growth?                                                    

Good natural resources (rain, land) for rice cultivation. Low skilled labor for garments manufacturing. Historical sites (Angkor Wat) for tourism.

According to the report, can Cambodia continue to grow based on those growth opportunities?

No. Needs to move up the value chain and produce higher value goods and services.

The report uses the growth diagnostics framework developed by Hausmann, Rodrik and Velasco. What are Cambodia’s main growth constraints/factors highlighted by the report? Which of these would be highlighted by a Solow or augmented Solow model?  Which would be highlighted by an endogenous growth model such as that of Romer?

Main constraints: poor energy and rural transport infrastructure (K, Solow). Weak skills and education (augmented Solow). Governance (none). Fiscal spending (maybe K, Solow). No focus on technology (Romer). 


Week 6

Consider the 6 factors that supported Thailand’s growth from 1960 to 1985. (pp. 26-28). Which of these might we think of as input factor or growth drivers and which of these might we think of as economic environment factor?

Inputs: Quality of human resources and agricultural resources. Environment: Macro and political stability, social cohesion, and easy relationship with foreigners.


According to the paper, has human capital (education) been an important contributor to economic growth in the past? Is it a support or hindrance to economic growth in the recent period?

It is mentioned mostly in relation to the past. The discussion is in terms of universal primary education. Slower is obtaining high enrolment/graduation rate in high school but it was later achieved. Not much discussion of the role of education in the current period and how it might relate to the slowdown.  

Relate the main components of growth as provided in Solow, MRW and Romer (endogenous growth) to the issues discussed in the paper. Which factors from those theories are discussed in the paper? Which are not?

There is a discussion of mostly public and but also private investment (K) (Solow). Some discussion of human capital (MRW) but focused on the early period. Not much discussion of technology, a little regarding niche products (Romer).  

What other factors, not part of those theories, are discussed in the paper?

Weak competition because of state owned enterprise monopolies. Government regulation. Need for growth poles or clusters. Increasing import share of exports. 

The authors suggest a “big push” may be needed.  What type of push do they recommend? (p. 35)

Infrastructure, notably railways, which the government is now building. 

“This does not mean that Thailand is stuck in the middle-income trap, if such a trap exists. Getting out the middle-income group, however, will take significant effort and time.” Assess this statement. Are the authors just trying to avoid the term “trap”?  What evidence in the paper suggests that Thailand might, in fact, be caught in a MIT?

Wages have risen. Seems to have lost comparative advantage in garments and some other low wage goods. High import content of exports, suggests that high value added components are not being produced here but produced elsewhere and imported. These two aspects might suggest a middle-income trap, but authors avoid using the term. 
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