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

progress

Augmented Solow (Aankiw

et al., 1992)

Human capital model of

endogenous growth

(Lucas, 19588)

Production function®™

T, = AR (EL™
A, =0. E=Ee"
L = L™

Subject to'™

Tr=sy . - @d)

Steady-state™?
},O = k: =@=x

Yo = Ko =0 =xin

Eetums to Scale
b+(l-b)=1

Production fonction®™
Y, = AR, EL)
A =0, E=Ee",

Le = Loe™

Subject to™*

Too=s - oz k.

Hma Y- ez b,
Steady-state™
yvekiso=g

Ye=K*=C°=gn

Betums to Scale

b+e+({l-bc)=1

Production function®
To= AKY (ugL) gl
A=0, Lo=Le

Subject tofii?
E'=AK ugl) gL - al

gy = dq (1-u)

Steady-state™?

g°= 8(l-u)=w

o= k*=(1-pbw/ (1-b) =¢
C°=K°= y+n

Retums to Scale (for g=q. )

2+y-b=1_-b=1

Notes: (1) Y. K. L. H. E. g g. urespectively represent output, physical capital. number of workers, human capital,
labour 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.

(i1) Small letters denote “per capita’. while capital letters denote ‘“level’; " indicates per efficiency umit of labour;
denotes first order time derivative: *d’ represents depreciation: s, and s, respectively denote saving share of physical
capital and human capital. and ‘¢’ stands for individual per capita consumption.

(ii1) **" denotes growth rate of comesponding variable.
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1-Mankiw ,Romer-and Weil(1992)
2-Effective Workforce

3-Otani and Villanueva(1990)
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5-Error Correction Model
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2-Schwarz Bayesian Criterion
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5-Sequential Modified Likelihood Ratio test statistic
6-Trace test

7-Maximal eigenvalue
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