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Representation of Dual-Dual Model with CES Production Functions(complete 
description of the notation is given in appendix II) 
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Disposable income and savings 
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The production sectors are specified as CES with the choice of nonunitary33 elasticities of 
substitution for the two formal sector commodities in equations 1 and 2. The informal sector 
commodities also have CES specifications. All commodities are produced under capital 
constraints. Thus, capital, K, in each sector has an upper bound denoted by a bar above K. 
The assumption that capital stock is fixed in each sector may be relaxed, but it is in fact, a 
fairly standard assumption for developing economies. 

                                                  
33 Stifel-Thorbecke paper uses Cobb-Douglas production functions with elasticities of substitution restricted to a 
value of 1. 
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