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Abstract :

Ramsey (1928) remains the most influential paper in growth literature and an
inexhaustible source of inspiration for theorists. One of the puzzling aspects
of the model is the so-called Ramsey conjecture: "... equilibrium would be
attained by a division into two classes, the thrifty enjoying bliss and the
improvident at the subsistence level" (Ramsey (1928),p. 559). This sentence
ends the paper and means that, in the long run, the most patient agents
would hold all the capital, while the others would live at their subsistence
level. The Ramsey conjecture was proved by Robert Becker more than half a
century later.Becker (1980) pioneers a series of works during three decades
on the properties of a Ramsey equilibrium under heterogenous discounting.
He shows the existence of a longrun equilibrium where the most patient
agent holds the capital of the economy, while the impatient ones consume
their labor income. The existence of the steady state rests on the introduction
of borrowing constraints that prevent agents to borrow against their future
labor income. The complete markets case is considered by other authors. Le
Van and Vailakis (2003) prove that, when individuals are allowed to borrow
against future income, the impatient agents borrow from the patient one and
spend the rest of their life to work to refund the debt. In addition, their
consumption asymptotically vanishes and there is no longer room for a
steady state. The extension with elastic labor supply, which is pertinent for a
comparison with our paper, is provided by Le Van et al. (2007).
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