Appendix
Firms
According to the constant returns to scale`s assumption, the prodution funtion F(K, L) can be written as F(K, L) = L/L * F(K, L) = L * F(K/L, L/L) = L * F(k, 1) = L * f(k), where k = K/L is the labour capital ratio and f(k) = F(k, 1) by definition.
Note that differentiating the production funtion with respect to K and L, given constant L and K respectivelly, the first order conditions can be derived as
Əf(k) / ƏK = f’(k)
Əf(k) / ƏL = f(k) - f’(k)k.
Households:
The consumer’s problem for a small two-period endowment economy takes the form
(A1)				,
where  In order to find the first order condition, it is necessarily to maximize the utility function such that the constraint is given by
(A2)										
Note that  and  When , there is not consumption. Thus, ci = 0. Two other constraints are , and .
It can be found , rewriting equation (A2) as
(A3)				
The previous equation (A3) can be obtained taking into account the following steps:



Substituting (A3) in equation (A1), it can be obtained

The first order condition (FOC) can thus be derived as
,
Rearranging terms, (FOC) can thus be written as  and .
Finally, the intertemporal euler equation is given by  and .
The consumer’s problem for a small economy in a dynamic model is given by a finite multiperiod environment T (and no definite end to time) rather than two periods. Assuming all individuals in the economy are identical and the population size is equal to 1 (a homogeneous population of size 1), equation (A1) can be written as . Thus,
 = 
Note that  = C and  = Y for all individuals i where C is aggregate consumption, Y is aggregate output, and T can be any number greater than zero.
With consumption occurring over T rather than two periods and any two dates t and s, the natural generalized of an additive finite-horizons utility function (starting on date t but ending on date t + T), is
 =  = 
Taking the limit of the T-period economy (T ), the infinite-horizons utility function can be writen as
 =  = 

