
RICARDOS MODEL

The Ricardo's model of economic growth encompasses the production function, natural and human resources, capital
accumulation and pattern of development.

Bernhofen, Daniel M. But availability of wage-goods surpluses proves a constraint on the growth of industrial
sector. Kelley,  Therefore, in developing countries, to accelerate economic growth and employment generation
emphasis has to be put not only on the expansion of fixed capital but also on the right choice of technology
which is labour-using rather than labour-saving. The two fundamental principles in his model of economic
development, viz. His predictions regarding the advent of stationary state have not turned out to be true, nor
are about the changes in relative shares of the various agents of production borne out by history. Washington
Council on Economic Trade. The Ricardian theory of rent is well known; but there are also ideas contained in
his writings which throw light on the development process. U of North Carolina-Charlotte. Direct test: natural
experiment of Japan[ edit ] Assessing the validity of comparative advantage on a global scale with the
examples of contemporary economies is analytically challenging because of the multiple factors driving
globalization: indeed, investment, migration, and technological change play a role in addition to trade.
Henderson, David R. In the development process, Ricardo focuses his attention on the major variables like
capital accumulation, population growth and trends in profits. Labor is homogeneous within a country but may
have different productivities across countries. With OW as the wage rate, OL1 labour force would be
employed. Once trade becomes possible, they are motivated to specialize fully in the production of the good in
which they have a comparative advantage, thus allocating their scarce resources labor to its most productive
uses. Kelly,  The increase in agricultural productivity due to technological progress can prevent the rise in
prices of food-grains and therefore the reaching of the stationary state. If OB is the expenses on a dose of a
labour and capital, then OL labour would be employed. The investment may not be equal to the savings done
at the level of full employment. The curve MP is the marginal productivity curve which will remain fixed as it
is assumed that land is fixed and no technological progress occurs.


