
ECO 305: Intermediate Macroeconomics
Week 4 Homework: Solow Growth Model

Scan or take pictures of your work, combine all images to a single PDF file, and
upload your work as a single PDF file to the Canvas Assignment area. There
are apps available for Apple and Android mobile devices that can create PDF
documents using your device’s camera, including the Apple iPhone’s native
Notes app (use the scan document feature) and Adobe Scan app available for
Android and Apple mobile devices. There are also free online tools such as
https://online2pdf.com/ and https://www.easypdfcloud.com/.

1. What does the Solow model predict for what type of economies should grow at relatively high
rates and what type of economies should grow at relatively low rates? Use the graphical Solow
model to show why this is the case.
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2. Suppose there is an improvement in artificial intelligence technology that allows automation
of tasks that increase production possibilities for companies across an economy. Use the Solow
growth model to describe and illustrate the impact on the long-run level of capital stock per
worker and use the production function to show the impact on real GDP per worker.

3. Suppose a government permanently increases its expenditures, but does not increase taxes, so
that the rate of government borrowing increases. Use the Solow growth model to describe and
illustrate the impact on the long-run level of capital stock per worker and use the production
function to show the impact on real GDP per worker.
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4. Suppose there is a drop in the growth rate of the population in a country. Use the Solow
growth model to describe and illustrate the impact on the long-run level of capital stock per
worker and use the production function to show the impact on real GDP per worker.

5. Suppose one country has a relatively low rate of savings and another country has a higher
rate of savings. Use the Solow growth model to describe and illustrate the differences in
the long-run level of capital stock per worker and use the production function to show the
differences in real GDP per worker between the two countries.
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