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ϵ ChaSWeU 1: NaWXUe Rf ecRQRPicV aQal\ViV aQd ElePeQW Rf PaWhePaWical ecRQRPicV PRdel 

1.2.2) CRPSaUaWiYe SWaWic aQal\ViV iQ MaWh fUaPeZRUk 
 

HaYiQg VRlYed fRU Whe eTXilibUiXP VRlXWiRQ, ZhaW ecRQRPiVWV XVXall\ aVk iV ZhaW ZRXld 
haSSeQ WR Whe eTXilibUiXP if VRPeWhiQg, SUeYiRXVl\ aVVXPed WR be fi[ed, haV chaQged . 
 
E[ample 1.C (cont.): National income model 
  

x FURP Whe e[aPSle 1.B,  iW iV VWUaighWfRUZaUd WR VRlYe fRU  all Whe eQdRgeQRXV 
eTXilibUiXP VRlXWiRQV,  𝑌∗, 𝐶∗, 𝑌ௗ

∗. 
 

 
 
 
 
 
 
 
 
 
 
 
 

x NXPeUicall\, if a = 1, 𝑇଴ = $0 𝐼଴ = $1, 𝐺଴ = $1 aQd b = 0.5, WhiV \ieldV XV, 
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10 ChaSWeU 1: NaWXUe Rf ecRQRPicV aQal\ViV aQd ElePeQW Rf PaWhePaWical ecRQRPicV PRdel 

QXestion: WhaW if G iV QRZ chaQged WR $2, hRZ big iV Whe chaQge iQ Y* aQd C*? 
 
AnsZer:     
 

NeZ Y* =_________________ Î  
 
A $1 iQcUeaVe iQ G caXVeV aQ iQcUeaVe iQ Y* b\ __________  
 
 
 
 
 
 
 
 
 
 
 
 

 
 
IQ Whe laWeU SaUW, Ze Zill WU\ WR figXUe RXW Whe YalXe Rf multiplier ZheQ Ze dRQuW aVVigQ 
aQ\ QXPeUical YalXeV Rf e[RgeQRXV YaUiableV. 
 

Ǧ The idea iV ViPSle. We just appl\ the deriYatiYe method to the equilibrium solution 
function.  
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