AEIKTEX EYHMEPIAX

Na anavtnBouv oAeg oL EpWTNOELG

OEWPOUHE OLKOVOULAL ME
eEvav katavaAwtn
eMua emxepnon

eAvo ayaBa ta A, X

e0 KatavaAwtng exet X >0 povadeg tou ayabou X ,kal €wal 0 LSLOKTNTNG TNG
EMLXELPNONG.

0L TMPOTLUNCEL TOU KatavoAwtn meptypadoviol amo tnv ouvopinon odeloug
U=IlogA+log X

eT0 ayaBbo A mapaystol ano to ayofo X pe texvoloyla mou meplypodeTal ano tn

ouvaptnon napaywyne A= X
oH smuixelpnon emudotettal pe s> 0 XPNHATIKEG LOVASEG avaL ovada apoywyng.

oH cuvoAikn emidotnon MANpwWVETAL ano tov KatavaAwtn pe epanal popoloyia.

l.va umoAoyiotel n avraywvioTiKn LOOPPOTILA,KAL 1) XPNOLUOTNTA LOOPPOTILOS TOU
KatavaAwtn, ws cUVapPTNOELS TNG ava povada entdotnong S .

eav UeAete, turtonotnote tnv tun tov ayadou A oto 1.

2.Eotw 0Tl N OUVOAIKN Tapaywyn THNG OLKOVOULOG QUTHG XPNOLUOTTOLELTAL WS SEIKTNG
eunueptac.Na umtoAoyLoTeL n aplotn Tun tns ava povada embotrnons S

3.Na umoAoylotel n apiotn Tiun ¢ ava povada emidotnong S CUUQPWVA UE TIC
TIPOTIUNOELS TOU KATAVAAWTN
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AITANTHXEIZ

competitive equilibrium

1.NAME THE PRICE OF EACH GOOD
p =price of A,w =price of x

2.NORMALIZE PRICES(OPTIONAL)
p=1

3.SOLVE THE OPTIMIZATION PROBLEMS OF FIRMS
The profit function is

M=(p+s)A-wX =(1+s)A-wA=(1+s-w)A
The firm chooses the level of ouput A so as to maximize profit.

oo,oo,oo) if w<l+s
(AX.11)=1(A>0,A>0,0) if w=lts (1)
(0,0,0) if w>1+s

4 .DEFINE CONUMER INCOME
M= wx + II - T (2)
—— [y

[
value of property ~ profitincome  lump-sum tax

5.SOLVE THE OPTIMIZATION PROBLEM OF THE CONSUMER

e The consumer chooses (A, X) S0 as to maximize
u=IlogA+logX,subjectto A+wX <M

The solution is

M M
(A’X)z(?’ﬂJ (3)
6.SOLVE THE EQUILIBRIUM CONDITIONS
A=A
X+X=X (4)
T=3sA
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|equi|ibrium prices and profits

w=1+s,I1=0
lequilibrium allocation
1+s_

2+5S

X

X :LKAZEY
2+5 2+S

lequilibrium values of subsidy and income

s(1+s)7
2+5S
2(1+s)7

2+5
lequilibrium utility level
(5)

+log| ——X
2+S

1
—X

Ut =lo
g(2+s

Mapatnpoupe ott
(6)

oA X

e GUVOALKN TtapaYyWYN €vatL av§ouoca ocuvaptnon thg emdotnong ava povada S

E_(ZWLS)Z

KOLL 0P €OV 1) GUVOALKN TTapOlywyn XPNoLHomon0stL w¢ SeKTnG eunuepLag Oa npemet

va Oecoupe S=
output as a function of the subsidy

N X
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*0 nipaypatikog poBog ewon avfouca cuvaptnon tng embotnong ava povasda s

8\N_
==1 (7)

KOLL APOL EQV O TIPAYHATLKOG HLoB0g Xpnotpomnon el wg dektng eunpeplag Ba mpemet
va Oecoupe S=

ENQ ANTIOETA

e Xpnotpotnta lwoppomniag ewat OBwvovoa cuvaptnon tng emdotnong ava povada

S,

out -
0s _(2+s)(1+s)<0 )

KOLL 0P QL LEYLOTOTIOLELTOL 0T0 S =0

utility as a function of the subsidy
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