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1 Propositions, Definitions, etc.

Assumption 1’. The production function F : R — R, in (3.13) is twice continuously differentiable in
K, H and L, and satisfies
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Moreover, F' exhibits constant returns to scale in its three arguments.

Assumption 2°. F satisfies the Inada conditions
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Proposition 3.1. Suppose Assumptions 1’ and 2’ are satisfied. Then in the augmented Solow model with
human capital, there exists a unique steady-state equilibrium (k*, h*).

Proposition 3.2. Suppose Assumptions 1’ and 2’ are satisfied. Then the unique steady-state equilibrium
of the augmented Solow model with human capital, (k*, h*), is globally stable i nthe sense that starting
with any & (0) > 0 and h (0), we have (k(¢),h(t)) — (k*, h*).
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