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Solow- Swan (1956)
growth model with
labour augmenting
exogenous technological
progress

Augmented Solow
(Mankiw et al., 1992)

Human capital model of
endogenous growth
(Lucas, 1988)

Production function®

Y, =AKEL)"™
A0, E, =Eg",

L, =L,e"

Subject to™

ki =gy, —(n+x+d)k,

Steedy-state(i")
y =k =¢ =X
Y =K*=C"=x+n

Returnsto Scale
b+(1-b)=1

Production function®

Y, =A K HS(E,L,)*
A0, E, =E.e7,

L, =L,e"

Subject to™

ki =s.y, - (n+g+dk,
h; =s,y, - (n+g+dh,
Steedy-state(i")

y =k' =¢’ =g

Y =K*=C"=g+n

Returnsto Scale
b+c+(1-b-c)=1

Production function®
Y, =A K (ug,L,)"q;
A0, L, =L,e"

Subject to™
Kt =AtK?(uQ[Lt)libqg -cL,

QI = SQI (1-u)

Steady-state(m)

g =6(1-u)=v

¢ =k’=@A0-y-byv/(1l-b)=yx
C =K"=y+n

Returnsto Scale
2+7-b>2-b>1

Notes: (i) Yy, Ky, Ly, Hy, B, O, Oa U respectively represent output, physical capital, number of workers,
human capital, labor augmenting technological factor, a measure of average quality of human capital,
externalities from average human capital, the fraction of working hours workers spent on production.

(ii) Small letters denote ‘per capita’, while capital letters denote ‘level’; ‘-’ indicates per efficiency unit of
labor; ‘ o’ denotes first order time derivative; ‘d’ represents depreciation; sq and s, respectively denote
saving share of physical capital and human capital, and ‘¢’ stands for individual per capita consumption.
(iii) “°" denotes growth rate of corresponding variable.
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