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(cf+ci) ” (-~gamma) =
cbeta* (cf (+1)+ci(+1)) " (-gamma) * ((1-
delta)+ ((l-taostar)*r(+1)));

(cf+ci) = (cbeta* (cf(+1)+ci(+1))" (-
gamma) * ((1-delta)+ ((1-
taostar)*r(+1)))) "~ (1/ (-gamma)) ;

w = (= (v*g*b* (b* (1-nf)) " (v-1))*(1-
(p*phi*tao)))/(1-tao);

ct = yf+(r*k(-1))-k;

ci = (1-p)*phi*tao*yi;

yityf = cit+cf+k+gsmall-(r*k(-1));
1 = ni+nf;

yvE = (k(-1)"(alpha))*((nf*a) " (1-
alpha));

yi = (b*ni)"(v);

r = alpha*(k(-1)" (alpha-
1))* ((nf*a) " (l-alpha));
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Formal tec.
Informal tec.

Gov. revenue
from
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Total gov.
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Gov. rev. after
corruption
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auditing an
informal
Final transfer
to household

Euler equation
labor
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Te =1 -wWa6;

_ Vai[B:(1 = n[)]""B.(1 - p:gD)

BH((1 = 1)wy)

w = (l-alpha)* (k(-
1)~ (alpha))* ((nf*a)” (-alpha));

log(a) rhoa*log(a(-1)) tea;

log(b)

rhob*log (b (-1)) +eb;

gsmall = p*phi*tao*yi;

g = (tao*w*nf)+ (taostar*r*k (-
1)) +gsmall;

gstar = (l-kai) *g;

p = ni*gstar* (l+miu);

t = (l-miu) *gstar;
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(4_2_ 20) Interest rate
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