
Solow growth model
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Consumption demand is a fraction of their income: Ct=(1¡ s)Yt
Aggregate resource constraint: Ct+ It=Yt

Capital accumulation: �=1)Kt+1= It
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In the steady state, kt+1= kt= k
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Two economy: a and b,

Economy b has higher saving rate sb>sa and higher labor productivity
growth b> a
sb
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