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1 Introduction

Welcome to my thesis.
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2 Aim and hypotheses
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3 Material and Methods

4 The first section

4.1 A subsection

Clever, eh?

4.2 Another subsection

Now I’m going to cite something—Aghion and Howitt’s book [Aghion and
Howitt, 1998]. Now I’m going to cite it as a noun. Aghion and Howitt [1998]
is a fantastic book. Now I’m going to refer to subsection 4.1. It is very short.

5 Figures and Tables

Figure 1 is included to show the formatting of figures, and to illustrate the
power of the ‘psfrag’ package in LATEX.

Figure 1: The steady state: (a) Growth–arbitrage; (b) resource sup-
ply/demand.

Figure 2 is included to show how to include figures in png formate.
Table 1 is just there to demonstrate the formatting of tables in the Thesis

style.
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Figure 2: Schematic diagram of the PhD-project including all sub-projects
papers.
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Table 1: Just for fun

6 The basic model

6.1 Research and intermediate good production

There are H infinitely-lived skilled workers who choose between production
of intermediate goods and research on new intermediate goods. Individuals
aim to maximize the present value of their consumption.

Researchers produce discoveries at a rate λ rHr, the Poisson arrival rate
multiplied by the number of researchers. If τ indicates the time a discovery
is made, and t indicates the present time, then Yt,τ indicates the production of
final goods from intermediate inputs of vintage τ , age t − τ . This production
is given by

Yt,τ = λ
rHrAτ(xt−τ)

α (1)

where Aτ denotes the intrinsic productivity of the intermediate good, and xt−τ

is the number of production workers employed on goods of age t − τ . Total
production in the economy is then given by

Yt =
∫ t

−∞

λ
rHrAτ(xt−τ)

αdτ. (2)

The value of making a discovery at time τ is given by Vτ equal to the dis-
counted present value of profits from subsequent production,

Vτ =
∫

∞

τ

e−r(s−τ)
πs,τds. (3)
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Profits at time s to the producer of good τ , πs,τ , are given by

πs,τ = (ps,τ −ws)xs,τ . (4)

(Workers are free to work in production of any intermediate good, so wages
must be equal in each intermediate sector). But the marginal product of inter-
mediate good xs,τ is αAτxα−1

s,τ . Using this fact, and the first order condition
for profit maximization, we obtain

xs,τ =

(
α2Aτ

ws

)1/(1−α)

(5)

πs,τ = α
1+α

1−α (1−α)w
−α

1−α

s A
1

1−α

τ . (6)

If we assume steady state growth at rate g then we have that
ws = wτeg(s−τ). Substituting this in to equations 5 and 6 we obtain

xs,τ =

(
α2Aτ

wτ

)1/(1−α)

e−g( s−τ

1−α
) (7)

πs,τ = α
1+α

1−α (1−α)[wτeg(s−τ)]
−α

1−α A
1

1−α

τ . (8)

Putting this into equation 3 yields the solution

Vτ = α
1+α

1−α (1−α)wτ

(
Aτ

wτ

) 1
1−α

(r+g
α

1−α
)−1. (9)

7 Conclusions

7.1 An apparently gratuitous subsection

7.1.1 Just to allow this subsubsection for illustration

Goodbye.
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