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Summary: 

The so-called golden rule (of capital accumulation) is a proposition 

about the consequences for national welfare possibilities of alternative 

paths of national wealth, and hence of national saving, in a closed 

economy. It states that the steady-growth state that gives the 

maximum path of consumption is the one along which national 

consumption equals the national wage bill and thus national saving 

equals ‘profits’. The basic significance of the golden rule is as a warning 

against national policies of over-saving or counterproductive austerity. 

 


