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1. Consider the model of an economy open to capital flows. How will an increase in the growth rate of population, holding constant the saving rate, affect GDP per capita? How will it affect GNP per capita? How do these results contrast with the Solow model?

2. In a certain country, the population consists of five blue people and five green people. Each green person has an income of $1 per year. Each blue person has an income of $3 per year.
a. Draw the Lorenz curve for this country.

b. Calculate the Gini coefficient.

3. How would the availability of student loans to finance education influence the relationship between inequality and the accumulation of factors of production? In particular, how would student loans affect the level of inequality that maximizes factor accumulation?
4. Consider Figure 14.7, which show the relationship between cultural modernization and per capita income. In which case will the modernization multiplier be larger? Give economic explanation.
5. How does globalization and past changes in technology change the relationships between a country’s income per capita and the following variables? In each case, cite specific examples.
a. natural resources

b. geographic characteristics

c. climate

6. The quantity of fish in a lake grows according to this equation
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where 
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 is the stock of fish at the beginning of period t and 
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 is the amount of fish that grow during period t, both measured in tons.

a. Suppose that in a certain year, the stock of fish in the lake is equal to 20 tons. Furthermore, both the stock of fish and the size of the harvest have been constant for a long period of time. How big is the annual harvest of fish,
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b. Calculate the optimal stock of fish in the lake and the maximum sustainable yield.
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