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NONCONVEXITIES AND THE SECOND WELFARE THEOREM 
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COMPETITIVE EQUILIBRIUM WITH LUMP SUM TRANSFERS 

1. NAME THE PRICE OF EACH GOOD 
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2.DEFINE CONSUMER INCOMES 
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2. SOLVE THE OPTIMIZATION PROBLEMS OF CONSUMERS 
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The solutions  are  
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5. SOLVE THE EQUILIBRIUM CONDITIONS 

 1 1 22 ,2A B B    (5) 

There is a unique solution, described by 
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competitive equilibria with lump-sum transfers
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