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Figure 1.4 

Dynamics of the Solow-Swan model. The growth rate of k is given by the vertical distance between the saving 
curve, s fk)/k, and the effective depreciation line, n + 8. If k < k*, the growth rate of k is positive, and k 
increases toward k". If k > k', the growth rate is negative, and k falls t 
per person, k", is stable. Note that, along a transition from an initially low capital per person, the growth rate of k 
declines monotonically toward zero. The arrows on the horizontal axis indicate the direction of movement of k 

ward k". Thus, the steady-state capital 

Over time. 

Equation (1.23) says that k/k equals the difference between two terms. The first term,

s fk)/k, we call the saving curve and the second term, (n +8), the depreciation curve.
We plot the two curves versus k in figure 1.4. The saving curve is downward sloping, 5 it 
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