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Abstract. This paper initiates a comprehensive investigation of discounted
optimal growth in the two-sector RSS model as a specific instance of the general
theory of resource allocation associated with Brock, Gale and McKenzie. For
an interval of values of a parameter ¢ formalizing the marginal technical rate
of transformation, under zero consumption, of machines from one period to the
next, we show that the optimal policy in the discounted case remains identical
to that in the undiscounted case irrespective of the discount factor. For two
particular cases of £ outside the said interval, we give a complete characterization
of the optimal policy function, and of a variety of subsets that extend the
facet notions formulated by McKenzie. Methodologically, this essay is a further
rehabilitation of the geometric apparatus introduced by the authors for the
undiscounted case.
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