
5.2 Spill-over with Side Payments
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)
Yi = f(Li, Si, Ki) + r(K̄ −Ki)−Si

n∑
j=16=i

1

n

dYj

dS∗j

max
Si,Yj

U(Yi, S
∗
i )

max
Si,Yj

U

f(Li, Si, Ki) + r(K̄ −Ki)−Si

n∑
j=16=i

1

n

dYj

dS∗j
,

1

n

n∑
j=1

Sj



∂Ui

∂Si

= UYi

fS −
n∑

j=16=i

1

n

dYj

dS∗j

+
1

n
USi

!
= 0

fS −
n∑

j=16=i

1

n

dYj

dS∗j
=

1

n

(
−USi

UYi

)

fS −
n∑

j=16=i

1

n

dYj

dS∗j
=

1

n

dYi

dS∗i

fS =
n∑

j=1

1

n

dYj

dS∗j

fS =
dYj

dS∗j


