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n--= competitivefactormarkets = {AS._ - ASk == AW + AL - AR - Ak,
ATFP == AY - (SL AL + Sy Ak) 9

ATFP == S| AW + Sy AR,

1
AB = AW-AR- = (Ak - AL) (* also embeds homothetic production x)};

(e}
= Longrun = AR == 0}
n-= shortrun = {AL == 0, Ak = 0}
mn-1= unbiased = AB == 0
n-1= capitalbiased = AB < 0

n-= constantshare = {AS| == 0, ASy == 0}


http://chicagopricetheory.com
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Growth Results

Long-run link between TFP and the real wage

ATFP

Infe]:= TheoryGuru[{compet'it'ivefactormarkets[[3] 1, longrun}, AW ==

]

SL
ouf-]= True
Short-run link between TFP and the real wage

n-1= TheoryGuru[
{competitivefactormarkets[[3 ;; 4]], SL + Sk == 1, shortrun}, AW == ATFP + Sy AB]

ouf-]= True

Sufficient conditions for signing technological bias

n-= TheoryGuru[ {competitivefactormarkets[[4]],
AW-AR < 0, Ak-AL >0, o> 0},
AB < 0]

ouf-]= True
Share changes and factor prices

General case

;- TheoryGuru [compet'it'ivefactormarkets [r{1, -1}11,

1
AS| - ASy == (—- 1) (ak -aL) +aB]
o

outf-]= True

Short run

n-1= TheoryGuru[ {competitivefactormarkets[[1]], shortrun}, AS_ - ASy == AW - AR]

ou-]= True

Long run with constant shares

InfeJ:= TheoryGuru[{Most@compet'it'ivefactormarkets, constantshare, S| + Sk == 1, longrun},
ATFP]

SL

AK == AY && AW ==

ouf-]= True
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Wage changes decomposed into TFP, capital deepening, and technological bias
Infe]i= TheoryGuru[{compet'it'ivefactormarkets[[3 353411, SL+Sk =1},
AW == ATFP + Sy (i (ak - aL) + AB)]
(e}

outf-J= True

Long-run capital deepening

Infe]= Theor‘yGuru[
{competitivefactormarkets[[4]], AW > 0, o0 > 1, unbiased | | capitalbiased, longrun},
Ak - AL == o (AW - AB) > 0]

outf-]= True

InfeJ:= TheoryGuru[{compet'it'ivefactormarkets[[3 53 411,

AW >0, o021, unbiased | | capitalbiased, longrun},
ATFP

Ak—AL::O'[ —AB]>0]

SL

ou-]= True

Variable interpretations

Capital-tax Results

Additional setup

nr-= Longruntax = {AR+A[1-t] == 0, ATFP == 0, AB == 0}
m1= taxincrease = {0 <t <1, At >0, tAT+ (1-t) A[1-t] =0}
n-1= sharerestrictions = {Sx+S. ==1,0<S, <1, o> 0};

n-1= fixedlabor = AL = 0}

Results

Infe]:= TheoryGuru[{compet'it'ivefactormarkets[[3] 1, Mostelongruntax},

S
AW == —kA[l—t]]
S,

outf-]= True
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Infe]:=

Out[«]=

In[¢]:=

Out[«]=

In[¢]:=

Out[#]=

In[¢]:=

Outf#]=

Infe]:=

Out[*]=

TheoryGuru[{taxincrease, sharerestrictions},

S ATl -
2 Af1-7] <ong 2EE2EL

SL S. S.

True

TheoryGuru[{competitivefactormarkets[[3;

Al -
Ak - AL == cg]
SL

True

TheoryGuru[{competitivefactormarkets[[2;

Sk
AY -AL = — oA[1-z]]
S.

True

TheoryGuru[{competitivefactormarkets[[2 ;

taxincrease, longruntax},
AW < 0 && Ak - AL < 0 && AY - AL < 0]

True

TheoryGuru[{competitivefactormarkets[[3;

fixedlabor, taxincrease, longruntax},
TSk (AT + AR+ 4k) +S. (AW+AL) < 0]

True

54115 Sk+SL =

Sk
<OA—oA[l-t] <0]

1, longruntax},

5 411, Sk +S_ = 1, longruntax},

3 411, unbiased, sharerestrictions,

5 411, sharerestrictions,



