
],*)()1(),([ 2111 LeGKLKFF γδ −−+

FN rSLOPE )1(1 *τ−+=

γδ *)()1(),( 111 eGKLKF −−+

GCC 22 +

GCC 11 +

222 )1(),( KLKF δ−+
A

M
M’

B

B’

H H’ D
NN’

Figure 1: The Optimal Stock of Domestic
Capital: Aggregate Production Efficiency


