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Topics

Producer Theory

Testable implications of producer theory (WAPM)
Aggregation problem: Representative firms.

Consumer theory

Testable implications of consumer theory (WARP, GARP, SARP)
Properties of individual excess demand functions

Properties of market excess demand functions

Aggregation problem: Positive and normative representative consumers.

Competitive equilibrium

Definition: computational examples, competitive equilibrium with taxes and lump-sum transfers

Special cases: (I1x1x2 economy, 2x2x2 economy, exchange economy, small open economy, economies of Leontief and
von Neumann).

Existence: large non-convexities relative to market size, non-interior endowments.

Uniqueness: WARP and constant returns to scale, WARP in an exchange economy, taxes, externalities, economies with
an arbitrarily large number of equilibria, economies with Pareto-ranked equilibria.

Stability: WARP in an exchange economy, substitutes and complements, wealth effects, economies with a unique and



https://teams.microsoft.com/l/meetup-join/19%3a893da52e6d46422d8545b10193ef37be%40thread.tacv2/1602591153276?context=%7b%22Tid%22%3a%22ad5ba4a2-7857-4ea1-895e-b3d5207a174f%22%2c%22Oid%22%3a%2274c7dafe-26e0-40dc-b702-dfdda9af47d3%22%7d
https://eclass.aueb.gr/courses/MISC425/
https://eclass.aueb.gr/courses/MISC425/
http://www.its.caltech.edu/~kcborder/Notes.shtml
https://www.cis.upenn.edu/~jean/gbooks/geomath.html
http://euclid.trentu.ca/pivato/Teaching/
https://www.johnquah.com/lecture-slides.html

unstable equilibrium.

Comparative statics: substitutes and complements, wealth effects, the transfer paradox the paradox of productivity, the
paradox of piecemeal policy reforms, the paradox of immiserating growth.

Testable implications: level of aggregation, externalities, testability of local stability and uniqueness.

Welfare analysis

Pareto efficient points: definition, examples, two methods of calculation

First and second welfare theorems: conditions for efficient equilibria, interactions between efficiency and distribution
Distortions (third welfare theorem): efficiency when different agents face different relative prices.

Compensatory distortions (second-best theorem)

Equilibrium with externalities/public goods: The four kinds of externalities, market and non-market corrections.

The national income test: national income as an index of welfare, with and without distortions.

Evaluation

Take-home exam, in-class exam.
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