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FIGURE 21 The dynamics of C 

The Dynamics of k 

Because technology is the same as in the Solow model (other than the sim plifying assumption of no depreciation), the dynamics of the capital stock
are given by K(t) = Y(t)-C()L() (this is equation [2.1], with total consump- tion replaced by the product of consumption per worker and the number 
of workers). A straightforward derivation similar to the derivation of the 
equation of motion for k in the Solow model, (1.19), yields

k(t) = f(k(t)) - c(t) - (n +9)k(t). (2.26)

Analogously to equation (1.19), this expression shows that k is the difference 
between actual investment per unit of effective labor, f(k) - C, and break-
even investment per unit of effective labor, (n + g)k. 

For a given k, the level of c that implies k = 0 is given by fk)-(n +g)k; 

in terms of Figure 1.6 (in Chapter 1), k is zero when consumption equa 
difference between the actual output and break-even investment li 
value of c is increasing in k until f(k) =n +g (the golden-rule 
and is then decreasing. When c exceeds the level that yields 
falling; when c is less than this level, k is rising. For k sufficient
even investment exceeds total output, and so k is negative
values ofc. This information is summarized in Figure 2.2; th 
the direction of motion of k. 
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