Appendix D: Proofs of Propositions A1l and A2

This Appendix presents proofs of Propositions A1l and A2 in Appendix A.2 of the paper.

Proof of Proposition A1l. Net aggregate income is computed from Ly, L,,, and wages of
Propositions 1 and 2 and (15), and average utility is from net aggregate income and (15).
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thus it increases with Fj,, F),, and B. Average utility equals
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Proof of Proposition A2. Y and Y); are computed from equilibrium L;, and L,, (Propo-
sition 1), (6) and (16). Since PCg=~pNI and Cgpy=~vpNI—0Ar[1—(Ly+L,,)], the result
on gB—Cfg —0A7 LH—JFL’”) is obtained from Propositions 1 and Al.
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