5.2.1 Tradeable Permits
max f(L,S,K)—wL —pS —rK

L.S,K

Jo=w fs=p Jk=r
T=p(S-Q)

S*=S

f(LvSvK) = fLL+fSS+fKK
wL+pS = [(L,S,K) — fxK

Y=wl+ (1-a)Qp + T +rK

Y =wL+(l = a)Qp +p(S - Q) +rK
Y =wL+Qp —aQp +pS—Qp +rK
Y = f(L,S,K) — frK—aQp +rK
Y = f(L,S,K)+r(K — K)—aQfs

max U(y,s")
max U(f(L,S,K)+r(K - K)=fsaQ, S*)

Z—g = Uy (fs=fssa@Q) + Us =0

U
fs = —U—S +fssa@
Y



