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Consider how 7 p p.ws changes as

change the collection set of
p p we β o is the Offer curve o

of Consumer 1 Since Consumer 1
con always consume her endowment
the OC is in the upper contour set

of we and it is tangent to the

indifference curve that passes through
the indoment we
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A Walrasione equilibrium in the Edgeworth
is a profile of prices and an
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What is a Pareto efficient allocation
in the Edgeworth box

An allocation x is Pareto efficient
in the Edgeworth box if there exists
no other allocation in Edgeworth
box such that

E i i 1,2
and

Xi Xi far some i



Dec9ᵗʰ2024

A Walrasione equilibrium in the Edgeworth
isopro print and an
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is Pareto efficient
the Pareto set is the set of Pareto
efficient allocations
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the contract were is the subset of the
Pareto set in coliche each consumer

obtains a utility which is at least

equal to her autarkic utility
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Any Walrasion equilibrium allocation

belongs to the Pareto set
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If 7 are continuous strictly convex and

strongly monotone then any Pareto
efficient allocation is supportable as an

equil with transfers
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Exercise
Find the contract curve Pareto set in an

Edgewerth box with preferences given by
Mi Xii Xii

and endowments equal to
Wi Was Was
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