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Abstract

The purpose of this paper is to analyze the effect of privatization of public firm on
urban unemployment in a differentiated mixed oligopoly. This model is extended
by combining Harris and Todaro model with a differentiated mixed oligopoly. We
introduce the quasi-linear utility function with a quadratic sub-utility to derive the
solution of model analytically. As the results of our analysis, the urban unemploy-
ment depends on the privatization level of public firm and the progress of privati-
zation of public firm worsen it when the intensity of preferences for differentiated
products is large relatively. As for social welfare, we show that the privatization of
public firm improves social welfare under certain conditions.
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