Problem Based Learning Task n. 3

Time: task to be started in Week 7 and to be completed by Week 9

Presentations: Week 9 – Groups 4, 5, 8

Coursework: the completed task is part of the Coursework to be submitted by Week 11

Mark: this task accounts for 40% of the overall coursework mark

The task below has the following aims and Learning Outcomes

	Aims


	This task will help you

· Acquire an understanding of the theory concerning the relationships between income distribution and growth, inflation and growth and financial development and growth

· Use empirical evidence to test theories and inform evidence-based policies

· Appreciate the tension developing from the implementation of alternative policies

· Set up and test a growth regression



	Learning Outcomes


	· Understand and analyse the theoretical and empirical evidence concerning the relationship between income distribution and growth

· Understand and analyse the theoretical and empirical evidence concerning the relationship between inflation and growth

· Understand and analyse the theoretical and empirical evidence concerning the relationship between financial development and growth

· Understand the importance of growth regressions in the area of growth theory

· Develop an ability to work with others




Task

The following statistics provide a snapshot of some economic statistics of a developing non-democratic country:

	Statistics
	Value

	GDP per capita
	
$1,444

	Average growth in last 10 years
	
0.1%

	Average Years of Education
	
4.01

	% of College Educated
	
2.12

	Average Years of Education for females
	
2.97

	Income share of top 20%
	
0.44

	Income share of bottom 20%
	
0.07

	Gini Coefficient
	
0.64


1) Provide a brief interpretation of these figures by commenting on the country’s performance relative to other countries around the world.

(200 words)

2) On the basis of the analysis in 1) and with reference to the statistics in the table, provide the government with some policy suggestion that will foster future growth (make sure that your analysis is supported by theory and cross-country evidence).

(400 words)

3) The government is considering the possibility of increasing spending in education. What advice would you give to the government?

(300 words)

The group should consider organising the analysis around the following concepts and ideas

	Key Concepts: 
	Gini coefficient, income distribution, Kuznets curve, political economy of income distribution, financial development, functional approach, measures of financial development, financial liberalisation, financial crises, costs of inflation, misallocation of resources



	Notes
	The theory of income distribution and growth, financial development and growth, inflation and growth should be clearly understood and should be at the basis of your analysis.  Use the datasets available on WebLearn to test the various theories. You should generate your own graphs rather than photocopying graphs from textbooks or journals.
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