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𝑙𝑑 = 𝑎 + 𝑏𝑤 𝑏 < 0  

𝑙𝑑 𝑤

𝑙𝑠

𝑤  

𝑙𝑠 = 𝑐 + 𝑑𝑤 𝑑 > 0  

𝑤𝑒𝑞 =
𝑎−𝑐

𝑏+𝑑
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𝑡 𝑤 + 𝑡

 

𝑙𝑑 = 𝑎 − 𝑏(𝑤 + 𝑡) 𝑏 > 0  

 

𝑙𝑑 = 𝑎 − 𝑏(𝑤 + 𝑡𝑤) = 𝑎 − 𝑏(1 + 𝑡)𝑤  

 

I)  

II)  

 

 
Figure 1. Effect of wage increase without supply-side offset. Source: Own elaboration. 

𝑙𝑠 = 𝑐 + 𝑑(𝑤 − 𝑘) = 𝑐 + 𝑑𝑤(1 − 𝑖𝑛𝑓) 𝑑 > 0  
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Figure 2. Effect of wage increases offsetting inflation through labor supply.  

Source: Own elaboration.  

 

 

 

𝐿𝑜𝑖 = 𝐴𝑤𝑖
𝛽
𝑒𝑢𝑖 , 𝛽 > 0  

 

𝑙𝑛𝐿𝑜𝑖 = 𝛼 + 𝛽𝑙𝑛𝑤𝑖 + 𝑢𝑖 

𝑢𝑖 𝑢𝑖𝑁(0, 𝜎
2)  
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𝑙𝑛𝑙𝑜 = 6.013 + 0.542𝑙𝑛𝑤  

𝑃𝑣𝑎𝑙𝑜𝑟  

𝑙𝑜 𝑤  
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𝑙𝑛𝐿𝑑𝑖 = 𝛼 − 𝛽𝑙𝑛𝑤𝑖 + 𝑢𝑖 𝛽 > 0 𝑢𝑖𝑁(0, 𝜎
2)  

 

𝑙𝑛𝑙𝑑 = 18.754 − 0.926𝑙𝑛𝑤  

𝑃𝑣𝑎𝑙𝑜𝑟  

 

𝑙𝑛𝑤 =
18.754−6.013

0.542+0.926
= 8.67 𝑤𝑒𝑞 = 𝑒8.67 = 5879  

 

 

𝑙𝑛𝐿𝑑 = 18.754 − 0.926𝑙𝑛(𝑤(1 + 𝑡)) 

 

𝑙𝑛𝐿𝑑 = 18.754 − 0.926𝑙𝑛(1 + 𝑡) − 0.926𝑙𝑛𝑤  

𝑡 = 0.2

 

𝑙𝑛𝐿𝑑2024 = 18.5851 − 0.926𝑙𝑛𝑤  

𝑡 = 0.12

 

𝑙𝑛𝐿𝑑2025 = 18.649 − 0.926𝑙𝑛𝑤  

𝑙𝑛𝑙𝑜 = 6.013 + 0.542𝑙𝑛 𝑤
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𝑙𝑛𝑙𝑜 = 6.013 + 0.542𝑙𝑛𝑤 = 𝑙𝑛𝐿𝑑2024 = 18.5851 − 0.926𝑙𝑛𝑤  

𝑙𝑛𝑤 =
18.5851−6.013

0.542+0.926
= 8.564 𝑤2024

𝑒𝑞,𝑑𝑒𝑚
= 𝑒8.564 = 5239.59  

5879−5239

5879
= 0.1087  
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𝑙𝑛𝑙𝑜 = 6.013 + 0.542𝑙𝑛𝑤 = 𝑙𝑛𝐿𝑑2025 = 18.649 − 0.926𝑙𝑛𝑤  

𝑙𝑛𝑤 =
18.649−6.013

0.542+0.926
= 8.6076 𝑤2025

𝑒𝑞,𝑑𝑒𝑚
= 𝑒8.6076 = 5476.46 

5879−5476.46

5476.46
= 0.0684  

 

 

 

𝑙𝑠 = 𝑐 + 𝑑𝐼𝑛𝑤(1 − 𝑖𝑛𝑓) = 𝑐 + 𝑑𝑙𝑛(1 − 𝑖𝑛𝑓)𝑤 𝑑 > 0  

𝑤 − 𝑘 = 𝑤 − 𝑖𝑛𝑓𝑤 = (1 − 𝐼𝑛𝑓)𝑤  
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𝑙𝑛𝑙𝑜,𝑖𝑛𝑓=10% = 6.013 + 0.542𝑙𝑛(1 − 0.1) + 0.542𝑙𝑛𝑤 = 5.958 + 0.542𝑙𝑛𝑤  

 
 

 

 

𝑙𝑛𝑙𝑜,𝑖𝑛𝑓=10% = 5.958 + 0.542𝑙𝑛𝑤 = 𝑙𝑛𝐿𝑑2024 = 18.5851 − 0.926𝑙𝑛𝑤  

𝑙𝑛𝑤 =
18.5851−5.9558

0.542+0.926
= 8.6015 𝑤2024

𝑒𝑞,𝑡=.2,𝑖𝑛𝑓=.1
= 𝑒8.6015 = 5440.139  

5440.139−5239

5239.59
= 0.038  

 

𝑙𝑛𝑙𝑜,𝑖𝑛𝑓=10% = 5.958 + 0.542𝑙𝑛𝑤 = 𝑙𝑛𝐿𝑑2025 = 18.649 − 0.926𝑙𝑛𝑤  

𝑙𝑛𝑤 =
18.649−5.958

0.542+0.926
= 8.645 𝑤2025

𝑒𝑞,𝑡=.12,𝑖𝑛𝑓=.1
= 𝑒8.645 = 5682.209  
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𝑤2025
𝑒𝑞,𝑡=.12,𝑖𝑛𝑓=.1

−𝑤2025
𝑒𝑞,𝑑𝑒𝑚

𝑤2025
𝑒𝑞,𝑑𝑒𝑚 =

5682.209 − 5476.46

5476.46
= 0.0375 
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