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Table 3: Wage Indexation Choices (b and b“)

(a = 0 ( =8 = )

0 1

0.5 0.35 0.43 0.48 0.48 0.48 0.48 0.48

!2 0.7 0.38 0.46 0.48 0.48 0.48 0.48 0.48

0.9 0.46 0.48 0.48 0.48 0.48 0.48 0.48

0.48 0.48 0.48 0.48 0.48 0.48 0.48

C

T p h e h e i nc a t e

d w i nc w s W o o e i

s e a s o e f t p f m i

s o

f e

i ne H o o t s

U a m e r r w m a

e

n

o s td ib i m p h s t

.

14The reason that the~ are very few entries in Table 3 that differ fmm the choice made in a SOE
is due to the ve~ low value of CX.As a ~ O, the interdependent economy result conve~es to the SOE
result. This is because as a ~ O, the supply cume approaches a vertical line. In this case, only
productivity shocks, and not induced supply shocks caused c p* ands, can shift the
supply cuxve and displace output.
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Bl,= (l+a){2ab*(l-~)2+ 6[l+a(l-b*)]} B21= a(l+a)(l - b-

B22= a(l -!2)2[1+b+a(l -b)]+~[l+a(l -b)]

B23 = a(l -Q){(1 - i2)2[b+b”+a(b+b*-2bb*)]- M“ [ +a(l - b)]}

B‘4= ~l+a(l-b)][l+a( l-flbj]+ aQ(l-Q)2[b+b*+a(b+b* -2M”)]

Bz,= (l+a){2ab(l-Q)2+ 3[l+a(l-b)]} B31= 5+a(l-Q)[l+b*(l -2Q)]

B32 = a(l +a)(l - L 2 ) ’ (- b ’B,3= (l+a){5+a(l-Q)[ l+b”(l-2Q)]}

B41= 5+a(l-Q)[l+b(l-2L2)] B,2= 5[1+a(l -b)]+a(l-S2)2[l+b+a(l -b)]

B,3= (l+a){S+a(l-Q)[ l+b(l-2Q)]}
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D,,=A + P D = A + 1%4%1

Dzl = A*3A22 + ~B23B22 D2 = A + ~

1 5 + - b )+ a(l-L2)2[b+b”+ct(b+b”-2bb*)]

Am=6[1+a(l-b)] + a(l-Q)[l +b-L2(b+b”)]+ a2(l-Q)[l -i2(b+b”)+(2Q-l )bb”]
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