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Endogenous Growth:

3 factors of production: 2 conventional factors (Private Capital K, Labor

L), 1 social overhead capital (ideas or roads or sewers A)

Y = AaKbLc = R+ Z + C
·
A = R− ρA = τY − ρA

·
K = Z − µK = s(1− τ)Y − µK

L = 1,
·
L = 0

b+ c = 1

Z = s(1− τ)Y

R = τY

Do the complete dynamic analysis for the following cases:

(1) a = 1 = b, c = 0 = 1− b

(2) 0 < a+ b < 1, c = 1− b

(3) 1 < a+ b, c = 1− b

(4) 1 = a+ b, c = 1− b

Which case(s) remind you of Solow? Which case(s) remind you of Shell

(1967)? Which case(s) remind you of neither?
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