
This video discusses the development of optimum growth literature, beginning with Frank Ramsey's
seminal, yet initially overlooked, paper on optimum savings. The discussion evolves from Ramsey to
David Gale, who approached the problem in a discrete time setting. The main focus is on a
framework for analyzing optimal growth models, emphasizing the importance of price support
properties that correlate competitive prices with Pareto optimal allocations in static and dynamic
settings.

The narrative highlights the difference between undiscounted and discounted utility functions. In
undiscounted models, the behavior is more straightforward, often leading to a unique optimal
stationary state, and is characterized by a turnpike theorem, indicating convergence towards this
optimal state over time. Conversely, in discounted models, cyclical behaviors can emerge, indicating
multi-period cycles rather than a singular optimal state, especially when discounting is not minimal.

A specific application to forest management is presented, citing Martin Faustman’s historical
contributions. He emphasized the importance of considering future land use rather than merely
immediate timber harvesting. Faustman’s findings suggest cyclical harvesting patterns, particularly
with linear utility functions, while nonlinear utility functions exhibit convergence properties over
time.

This video further discusses the research conducted by Henry Wan and others, exploring optimum
stationary programs and their behavior under different discounting scenarios. Key findings reveal
complex interactions in the dynamics of resource management, emphasizing history dependence
with respect to initial stock conditions and presenting bifurcation phenomena within the policy
function.

Finally, the text underlines that understanding the value function is crucial for grasping optimal
paths. The analysis concludes that while the model offers insights into dynamic behavior,
incorporating additional complexities could yield more intricate dynamics in optimal forest
management practices.
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