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Ricardo-Viner Model   
 
Production Functions 

pq=1 

 
 qA = KA   fA(LA/KA)      qB = KB  fB(LB/KB) 
 
Marginal Products: 
 
 MPL = f’(L/K) 
 
 MPK = f-  (L/K) f’ 
 
Earnings exhaustion 
 
 L pMPL + pK MPK = Lpf’ + Kp(f-  (L/K) f’) = Kpf = pq 
   
Capital is sector specific; labor is mobile between sectors. 
 
Factor market arbitrage condition: 
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Comparative Statics Exercises: 
 
L ↑      ⇒        A↑       B↑      w ↓      rA ↑        rB↑ 
 
 
pA↑      ⇒         A↑       B↓      w ↑      w/pB↑    w/pA↓ rA ↑    rA/pA ↑   rB↓ 
 
In this second case, labor is moved into the A sector which increases the capital intensity in B and lowers 
the B marginal product.  The increased labor in the A sector lowers the capital intensity and therefore 
increases the marginal product of capital.   
 
KA↑      ⇒     A↑    B↓      w ↑       rA ↓      rB↑ 
 
 
Here is a picture that might help: 
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Capital Accumulation at the Edge of the Diversified Cone in a Ricardo-Viner Model 
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