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income per capita, 46
infrastructure investment
financing in, 138-139
organization of education in, 63
R&D policy in, 64
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effectiveness of, 141, 160-161
impact on economy’s evolution,
140
public investment and, model for
analysis of transitional
dynamics
analytic framework, 143-151
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results of, 142-143
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cross-country convergence, 65-66
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See also growth models; growth
rates
growth models
bifurcation phenomena in, 98-111
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Cass—Ramsey, 22-27, 34-40 73-74
central ideas in, 83 infrastructure investments,
cross—country convergence and, 64-65
65-66 innovation purchase fund,
growth dynamics approxima- 76-77

tions for convergence speed
estimations, 84-93
See also Solow—Swan growth
model
one-sector, 116
production functions, 4-6,
139-140
stability regions in, 96-98
tariff redistribution in, 124
growth paths, world economy,
124-127
growth rates
aggregate, masking microlevel
churning, 171-178
in dynamic economy, 119
long-run, status-seeking and, 19,
27-34
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Hamilton—Jacobi-Bellman equation,
28-29
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isoquant, 172-173
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bounded, 71-73
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output changes and, 74
unbounded, growth and, 70-71
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73
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of East Asian countries, 49

isoquants, 3, 11-12

knowledge

as capital good, 48

creating versus diffusing, 76

creation in neoclassical theory,
49-50

defined, 48

forms of, 48

human capital and, 77

LDCs. See developing countries
Lerner’s symmetry theorem,
126

macroeconomic models. See growth
models
Malthus’s prediction, 47
Mankiw-Romer—Weil (MRW)
endogenous growth theory
criticism, 65-66
growth rate approximation, 84-88,
90-92
statistics from data used by, 90

oil supply and demand, 47-48

patent protection, technology
diffusion and, 76-77
public investment. See foreign aid

R&D spillovers. See technology
transfers

Ramsey equation, 58

rat races, ix, 22, 27

Rebelo model, 116
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reduced-form utility function
modified Cass—Ramsey model,
22-23
wealth as component of, 19
relative wealth
in endogenous growth model,
27-34
in neoclassical growth model
with identical agents,
22-27
with unequal agents,
34-44
research arbitrage condition,
57-58, 69

saving ratio, 6, 12-13
savings rates
bases for different, 18-19
current account surpluses and,
121, 125
defining, 135
R&D and, 70
trade and, 127-128
Schumpeterian growth model
basic ideas, 51-52
capital accumulation in,
55-60
cross-country convergence in,
66-69
Solow—Swan growth model
central idea of, 49-50
exact dynamics of, 89-90
exogenous variables in, 85
first-order approximation to
transitional dynamics of,
84-88
growth rates per output/capital
ratio in, 5-6
OLS versus non-linear least
squares estimation methods
with, 90-92
status, 21

status-seeking
Cass—Ramsey model including,
22-27,34-40
overview, 20-22
Stolper-Samuelson effects, 118, 129
Swan growth model
equilibrium conditions in, 6, 9,
11-12
outlined, 5-6, 8
See also Solow-Swan growth
model

tariffs
dynamic trade and, 129
on final goods sector, 119
net trade and, 129-130
relative consumption, 135-136
static trade and
U.S. revenues from, 124
technical progress, 93
technology firms leapfrogging each
other, 174-177
technology transfers
channels for, 60-63
convergence rates, 70, 92-93
cross-country regressions,
69-70
facilitating, 61
Schumpeterian model and,
66-69
trade
dynamics of liberalized, models
suggested for, 117
international
innovation and, 61
micro-level churning and,
171-174
n country model with permanent
tariffs
assumptions and rationale for,
115-118, 122,135
specification of, 120-123
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perpetual imbalances in, 121 net, 119, 129-130
savings behavior and, 127-128 static, xi, 118-119, 128-129
See also free trade areas; trade

creation wants, nature of, 19

trade creation wealth, human, 22-23

dynamic, xi, 119, 129 See also relative wealth
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