Figure 1. Long run impact of a 1% permanent increase in the ratio of public capital stock to private capital stock.
(Scenario 1: Social Security Benefits in the wage equation)
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Figure 2. Long run impact of a 1% permanent increase in the ratio of public capital stock to private capital stock
(Scenario 2: Direct Taxes in the wage equation)
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b. Economic growth effects

0.02 GDP growth
Convergence
0.015 N —— e |
Convergence|
0.016{| TFP growth at0.91%
i
I'I Capital Stock
| growth
0.005{! N\ Convergence
! / N\ —— at 0.34%
i/ N ~———— T —————
I/ ~
90%of GoP 90% of capital stock
comvergence achieved comvergence achieved
O‘OO‘-‘lllllll T T Trrrrrrrrrrrrrrrr
00 02 04 06 08 10 12 14 16 18 20 22 24 26 28 30



