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Economic Growth Maria Muniagurria

Notes on Excel Simulations of Solow Model

Basic Equations:

N A\
(2) L=n A=g
(3) S=sY
Al
4 K=s(¥/K) -3
A
(5) K1+l:(l+l<1) Kl
A

)  L.=(0+L)L=(l+n)L,

A
(7) A o (I’F‘A\\) Al

A
By mWe Y)Y

9)  y=Y/L., k=KL

We assume that population (N ) 1s equal to the labor force (L)

There are 3 countries (USA, Foreign 1, Foreign 2)
The program shows the following varnables for each country for 100 periods:

AN A
y y Y/AL K/AL Y K AL L A K



SIMULATIONS
For all countries and in all cases:

« =035 & =002
K,= | L,=10

(1) Solow Model with population growth and without technological change: countries differ
in their rate of population growth .

All countries A=0 A;=1, s=0.10

A
USA: L =0.10 Foreign 1: L =0.05 Foreign 2: L =0.15
(2) Solow Model with population growth and without technological change :countries differ
m their savings rates.
All countres: ;;ZO , /L: n=0.10,A,=1
USA: s =0.10 Foreign 1: s =0.15 Foreign 1: s =0.05

(3) Solow Model with population growth and technological change :countries differ in their

initial technology level .

All countires: A=0.02, L=n=0.10,s=0.10

USA:D A, =& Foreign 11 A =4 Foreign 1: A, =2

(4) Solow NModel with population growth and technological change :countries differ in their

savings rates.
All countries: A=0.02, L=n=0.10, A, =38

USA:s=0.10 Foreign 1: s =0.15 Foreign 1: s =0.05
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Growth in Income per capita
Transition and BGP

12.00 ¥ BT

10.00

8.00 +

“==Income growth USA
— Income growth Foreign 1
Income Growth Foreign 2

6.00

4.00

2.00

0.00

1 6 11 16 21 26 31 36 41 46 51 56 61 66 71 76 81 86 91 96
Years



Income per capita
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