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Economic Intervention Policies in Markets for Indivisible Resources:

Theoretical Analysis Anchored on the Substitutes Condition
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Abstract In markets for indivisible resources, firms often face economic intervention policies in hiring
workers or buying goods. This paper discusses the effect of constraints and transfer policies-two kinds of
representative intervention policies-on the substitutes condition, which is critical for the existence of
competitive equilibria in markets for indivisible resources. When the substitutes condition is established
before intervention policies, this paper gives a series of characterization conclusions about which kinds of
constraints and transfer policies can preserve the substitutes condition. When the substitutes condition may
fail before intervention policies, the conclusion given by this paper shows how to reestablish the substitutes
condition using well-designed intervention policies. These conclusions explain how intervention policies
impact markets for indivisible resource, and provide reference for the government to formulate reasonable

intervention policies.

Keywords markets for indivisible resources; economic intervention policies; constraints; transfer policies;

substitutes condition
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