
APPENDIX E 

 

FINAL DEMAND IN TWO-COUNTRY MODEL 

 
From equation (4.2.5), 
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For the total world population, W
tN , there are W N S N W S W

t t t t tN N N N Nη η= + = + , where 

1N Sη η+ = , total share of world population is equal to 1. Thus, the final good 

demand is 
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Consider that ( )( ) (1 ) (1 ) 1N N S S N N S Sβ η β η β η β η⎡ ⎤+ + − + − =⎣ ⎦ , and let 
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which is the same as (4.2.7) in chapter 4. 


