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Question 1 Solve Exercise 15.B.1 of Mas Colell-Whinston-Green.
Question 2 Solve Exercise 16.C.2 of Mas Colell-Whinston-Green.

Question 3 Let & = {u;,w;}!_, be an exchange economy with L commodities. Show that if the alloca-

tion 7 is a solution for
max, )\1U1($1) + ...+ )\[U[(CU[)

st. YL a=L w (PO),
xZr; ZO,’L: 1,...,]

where A; > 0 foralli € {1,..., 1}, then T is Pareto efficient.
Obs.: Assume that u; is concave for all <. In this case, you can show that if T is Pareto efficient, then
there exists a vector (A},..., A7) > 0 such that T is a solution to (PC') when \; = A} fori =1,..., 1.

Question 4 Consider the I = L = 2 exchange economy where

ur (711, T21) = 11721 and wy = (18,4)

”LLQ($12, 1'22) =Inzio+2Inxry andwy = (3, 6)
1. Find a Walrasian equilibrium of this economy.

2. Find the set of all Pareto efficient allocations.

Question 5 Consider the production economy ({X;, =i} _y, {Y;}/_1. {0ir, ..., 0is Yy, (@1, ..., @L)).
We say the list (Z, 7, p*), where (Z,7) is an allocation and p* > 0 is a price vector, is an equilibrium with

transfers if there exists (w1, ..., wr) > 0 with

I I J
Zwi :p*zwi JrP*Z?j
i=1 i=1 j=1

*e-mail: lor.bozzoli @gmail.com



Prof.ssa Eloisa Campioni - 2024-2025 - Microeconomics I 2

such that:
(i)forall j € {1,...,J},p*-y; <p* -y, forally; € Yj;
(ii) forall ¢ € {1,...,I},; is a solution for

T — I J
(i) ) 1 Ti = D wi + ijl Yj-

Show that every Walrasian equilibrium of £ is an equilibrium with transfers.

Question 6 Let & = {u;,w;}!_; be an exchange economy with L commodities. Show that if the alloca-

tion T is a solution for
max, Mui(xi)+...+ Aur(xy)

I
st S =" w (PC),
r; >0,i=1,...,1
where \; > O forall i € {1,..., I}, then T is Pareto efficient.
Obs.: Assume that u; is concave for all 4. In this case, you can show that if T is Pareto efficient, then
there exists a vector (A}, ..., A7) > 0 such that 7 is a solution to (PC') when \; = A} fori =1,..., 1.



