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i^��*�Mh��4� ì t�L� |�@| 4�?�|i U�@?}it �? ThLTih|) h�}�| i?uLhUi4i?| 4@) *i@_ |L
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|�@?! |�i T@h|�U�T@?|t |L |�i �L**L^�i w,� �hL_�U|�L? �@M�|t @?_ ML�?_i_ h@|�L?@*�|)c
�� ��@hti�**i N?��iht�|)c ��?i 22c 2�c 2fff�



� W?|hL_�U|�L?

A��t T@Tih hi��t�|t |�i <|h@}i_) Lu |�i UL44L?t< EO@h_�?c �bSH( �h@?_ih @?_ A@)*Lhc

�bbH� ��i? @}i?|t �@�i _�gihi?| U@T@M�*�|�it �? ML|� ThL_�U|�L? @U|���|�it @?_ i?UhL@U��

4i?| @U|���|�itc @?_ U@? @**LU@|i |�i�h |�4i Mi|�ii? |�iti |�L @U|���|�it� �*|�L�}� i �

�t|�?} tLU�i|�it �@�i i^��TTi_ |�i4ti*�it ��|� �@h�L�t �?t|�|�|�L?t |�@| �i*T _i@* ��|�

@TThLTh�@|�L? u@�*�hic ?L �?t|�|�|�L? t�TThittit |�i ThLM*i4 i?|�hi*) tL |�@|c _itT�|i �|t

U@h�U@|�hi_ t�4T*�U�|)c L�h 4L_i* @__hittit @ Tih�@t��i �tt�i�

+L*i U�L�Uitc ��i� �?_���_�@* _iU�t�L?t L? |�i @**LU@|�L? Lu |�4i Mi|�ii? ThL_�U|�L?

@?_ i?UhL@U�4i?|c @hi i?_L}i?L�t� W? i^��*�Mh��4c |�i �@t|i @ttLU�@|i_ ��|� i?UhL@U��

4i?| @TTi@ht |L �@h) i?Lh4L�t*) uhL4 L?i iUL?L4) |L |�i ?i | L?ic 4Lhi |�@? _�gih�

i?Uit �? �?_���_�@* U@T@M�*�|�it Lh _�gihi?Uit �? t�U� �?t|�|�|�L?t @t ThLTih|) h�}�|t @?_

i?uLhUi4i?| i T*@�? @| �ht| t�}�|�

A�i |h@}i_) Lu |�i UL44L?t }i?ih@**) �@t Mii? 4L_i**i_ @t @ ThLM*i4 @h�t�?} uhL4

?L? i U*�t�L?� OL�i�ih ?L? i U*�t�L? _Lit ?L| ?iUitt@h�*) �4T*) UL44L? ThL_�U|�L?�

W? |�i 4L_i* Thiti?|i_ �? |��t T@Tihc |�i @U| Lu ThL_�U|�L? �t �?_���_�@*( M�| L�|T�| �tc

|L tL4i i |i?|c UL44L? MiU@�ti Lu @? @TThLTh�@|�L? u@�*�hiG L|�ih �?_���_�@*t i?UhL@U�

L? Th��@|i L�|T�|� W? u@U|c �?_���_�@* i TiU|i_ �?UL4i _iTi?_t ML|� L? �?_���_�@* ThL�

_�U|�L? Lhc 4Lhi ThiU�ti*)c L? |�@| T@h| Lu ThL_�U|�L? ���U� �t ?L| hLMMi_ @�@) uhL4 |�i

�?_���_�@* M) L|�ihtc @?_ L? |�i MLL|) _ih��i_ M) |�i �?_���_�@* uhL4 ��t i?UhL@U�4i?|

@U|���|�it� �hL_�U|��i @M�*�|�it @?_ @M�*�|�it �? i?UhL@U�4i?| _�gih Mi|�ii? �?_���_�@*t

�? @?) }��i? tLU�i|)� 6Lh �_i?|�U@* �?_���_�@*tc i?UhL@U�4i?| @M�*�|�it 4@) �@h) uhL4

L?i tLU�i|) |L |�i ?i | MiU@�ti Lu _�gihi?Uit �? ThLTih|) h�}�|t @?_%Lh ThLTih|) h�}�|t

i?uLhUi4i?|� 5�?Ui |�i ThLTLh|�L? Lu ��t L�? ThL_�U|�L? |�@| @? �?_���_�@* �t @M*i |L

@TThLTh�@|i ��4ti*u _iTi?_t L? |�i *i�i* Lu i?UhL@U�4i?| @U|���|�it M) L|�ihtc |��t _i�

�?it @ }@4i t�4�*@h |L |�i }@4it t|�_�i_ �? |�i *�|ih@|�hi L? Th��@|i ThL��t�L? Lu T�M*�U

}LL_t E�ih}t|hL4 i| @*�c �bHS�� 5�U� UL**iU|��i @U|�L? }@4it E�*tL?c �bSD� @hi U�@h@U�

|ih�3i_ M) |�i u@U| |�@| |�i }@�? Lu i@U� @}i?| _iTi?_t L? ��t @U|�L? @?_ L? |�i @U|�L?tc

�t�@**) |�i t�4 Lu |�i @U|�L?tc Lu @** @}i?|t�

�



��h }@4i �t _itUh�Mi_ �? 5iU|�L? 2( �| �t 4Lhi UL4T*i |�@? |�i t|@?_@h_ UL**iU|��i

@U|�L? }@4i MiU@�ti �| i ��M�|t �?Uhi@t�?} hi|�h?t L?Ui |�i �?_�hiU| igiU| Lu �?_���_�@*

@U|�L?t �t |@!i? �?|L @UUL�?|� �*|�L�}� |�i _�hiU| igiU| Lu �?_���_�@* @U|�L?t �t *�?i@hc

|�i T@)Lg |L i@U� T*@)ih �t UL?�i ��|� hitTiU| |L ��t @U|�L?t ��@|i�ih |�i @U|�L?t Lu

L|�ih T*@)iht� A��t ThLTih|) }��it L�h �iht�L? Lu |�i |h@}i_) Lu |�i UL44L?t @ _i�?�|i

+�U@h_�@? �@�LhG �?_���_�@*t |)T�U@**) tTiU�@*�3i �?|L i�|�ih i?UhL@U�4i?| @U|���|�itc Lh

ThL_�U|�L? @U|���|�itc @UULh_�?} |L |�i�h UL4T@h@|��i @_�@?|@}it� �t @ hit�*| @ tLU�i|) Lu

4@?) _�gihi?| �?_���_�@*t Lh}@?�3it �|ti*u �? i^��*�Mh��4 �?|L |�L �L4L}i?iL�tc tTiU�@*�

�3i_c }hL�Tt� N?*�!i |�i +�U@h_�@? 4L_i*c �L�i�ihc |��t ThLTih|) _Lit ?L| ?iUitt�|@|i

UL?t|@?| _�hiU| hi|�h?t |L �?_���_�@* @U|�L?t�

�L**iU|��i @U|�L? }@4it @hi Tih�@t��i �? |�i *�|ih@|�hi� 6Lh i @4T*ic UL?|it| }@4itc

hi��i�i_ M) ��|3@? E�bbe� @?_ @*tL �? @ hiUi?| tTiU�@* �tt�i Lu |�i ,�hLTi@? aL�h?@* Lu

�L*�|�U@* ,UL?L4) E�bbH�c �@�i Mii? @TT*�i_ �? @ �@h�i|) Lu UL?|i |t t�U� @t hi?|�tii!�?}c

*@MLh iUL?L4�Utc UL?��U| |�iLh)c TL*�|�U@* iUL?L4)c i|U�� W? 4@h!i| }@4itc |�i i4T�@t�t

�t L? i |ih?@*�|�it hit�*|�?} uhL4 4@h!i| TL�ih @?_ t|h@|i}�U Mi�@��Lh E5�@T*i)c �b.S(

B@Mt3i��U3 @?_ Bh@33�?�c �bbH�� �*Ltih |L L�h UL?|i | @hi |�i �@h�L�t uLh4t Lu |h@}i_)
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Figure 1: Individual income as a function of individual production
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Figure 2: Existence and stability of equilibria

b) Pareto optimal equilibrium exists
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Figure 3: Institutional trap, miracle, and catastrophy
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Figure 4: Local equilibrium with identical comparative advantages
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