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Abstract

This paper deals with the existence of marginal pricing equilibria or equilibria with
general pricing rules in an economy with increasing returns to scale or more gen-
eral types of non convexities in production. Its main contribution is to posit the
bounded loss and survival assumptions on a bounded subset of production alloca-
tions. Furthermore, the free-disposal assumption is weaken, which allows to consider
non positive prices. Finally, we also provide an existence result for a quasi-equilibria,
when the survival assumption is weaken on the attainable allocations.

Keywords General economic equilibrium , increasing returns, general pricing rules,
bounded losses, marginal pricing rule, free disposal.

1 Introduction

Since Guesnerie (1975), many research works have addressed the existence
problem of equilibria in economies with increasing returns or exhibiting more
general types of non-convexities in the production sector. The failure of the
competitive mechanism in this situation has led to reconsider the firms be-
haviour. Various alternatives were proposed in former economic literature,
that have been formalized in the general equilibrium theory framework.

Email addresses: Jean-Marc.Bonnisseau@univ-parisl.fr (J.-M. Bonnisseau),
Alexandrine.JaminQuniv-parisl.fr (A. Jamin).



One of the most important is the marginal cost theory. Following Hotelling
(1938), economic efficiency could be achieved only if every commodity is sold
at marginal cost. Formally, firms are supposed to minimize their costs and
set their selling prices equal to marginal cost. This implicitly supposes that
there is a cost function associated with every available technology, and that
it is differentiable. To allow for non smooth production sets, this rule was
generalized and called the marginal pricing rule: firms follow the marginal
pricing rule if they fulfill the first order necessary condition for their profit
maximization, in the precise mathematical sense formalized by Clarke’s normal
cone [see Cornet (1989)].

Another theory then followed from the will to unify the existing results and to
allow for a larger diversity for firms behaviours in an economy. In this theory,
firms are supposed to follow a general pricing rule, which can be the average
pricing rule, the voluntary pricing rule, a Ramsey-Boiteux like pricing rule
or many others [see Dierker et al. (1985), Dehez and Dreze (1988a, 1988b),
Bonnisseau and Cornet (1988)].

There is an important gap between these two theories. Indeed, while more
assumptions are required in existence results for general pricing rules (the
bounded loss assumption, for instance), the existence proofs for marginal
pricing equilibria involve more sophisticated mathematical techniques from
differential topology. However, this gap is bridged by Bonnisseau (1992) who
proves that, under several standard assumptions, a general pricing rule with
bounded losses can be found, that coincides with the marginal pricing rule on
the attainable set. This allows us to derive the existence of a marginal pricing
equilibrium from the existence of an equilibrium for general pricing rules with
bounded losses.

The purpose of this paper is to weaken three crucial assumptions on production
allocations, namely the boundedness, the survival and the bounded losses
assumptions. To present these assumptions, we first define the t-attainable
production allocations for a real number ¢ > 0, which are the production
allocations that become attainable when ¢ units of a reference commodity
bundle (which can be seen as a specie) are injected in the economy.

The boundedness assumption ensures that, for every ¢ > 0, the set of the t-
attainable production allocations is bounded. The bounded losses assumption
states that the losses of the firms are bounded below when they follow their
pricing rules. Finally, the survival assumption states that, for every ¢ > 0, and
every t-attainable production allocation, if all the firms set the same price
according to the pricing rule, then the global profit (or loss) plus the value
of the ¢ units of the reference commodity bundle is strictly greater than the
consumer’s subsistence level.



A major weakness of these assumptions leads in the fact that they involve
very large production whereas the equilibrium allocation always lies in the set
of attainable allocations. So, we need asymptotic properties of the production
sets although the interesting part is bounded. Note that the usual convexity
assumption shares the same weakness.

In order to remain as close as possible to the attainable allocations, which
are the relevant ones from an economic point of view, we propose here to
limit the boundedness, the bounded losses and the survival assumptions to a
bounded subset of production allocations. More precisely, we assume that the
set of tyg-attainable allocations is bounded for some nonnegative real number
to. Then, we assume that the survival assumption holds true on the set of
strictly tp-attainable allocations, that is the set of allocations t-attainable for
some t < ty. Finally, we state a bounded losses-like assumption on the set of
production allocations, which are t;-attainable but not strictly ¢y-attainable.
The difference between t; and t; is a measure of the nonconvexity of the
production sets. If the set of {yg-attainable allocation is convex, then t; = ;.

In the particular case of the loss-free pricing rule, we only need to assume
that the set of attainable production allocations is bounded. So, we recover a
result of Bonnisseau and Cornet (1988) within a general framework whereas
a particular argument was needed before.

The main interest of this result comes from the fact that it can be used to
study perturbed economy, when this perturbation affects the pricing rules.
Thus, if an economy satisfies the necessary conditions for the existence of an
equilibrium, every close enough economy satisfies them also. Indeed, since we
only need to checks some inequalities on compact sets, we can expect that the
inequalities remain true even for sufficiently small perturbations.

Another interest comes from the applications to the economies with infinitely
many commodities. Indeed, since we cannot expect to get a Pareto optimal
equilibrium allocation, the only way to prove the existence of an equilibrium is
to consider a finite dimensional approximation of the commodity space, and,
then to do a limit argument. But, it remains to prove that an equilibrium
exists in the finite dimensional auxiliary economies. For this, starting from
assumptions on the infinite dimensional original economy, we can again ex-
pect that the approximate economy satisfy the necessary conditions for the
existence of an equilibrium if the commodity space is large enough.

Another contribution of this paper is a weakening of the free-disposal as-
sumption. Instead of considering the standard positive orthantt, we suppose
the existence of a free-disposal cone, which is a pointed closed cone with a
nonempty interior. An interesting consequence is that we allow the firms to
set negative prices for some commodities at some production. This feature may



be useful in approximating infinite dimensional economies or when we want to
incorporate some strategic aspect in the behavior of the firms by considering
imperfect competition @ la Negishi [see Dehez et al. (2003)].

This paper is organized as follows. In the next section, we present the model
and posit the standard assumptions that describe the general framework. In
section 3 we state our main existence result (Theorem 1), which proof rests
on a generalization of the fundamental result of Debreu (1956), Gale (1955)
and Nikaido (1956) (Theorem 2). In section 4, thanks to the unifying result
in Bonnisseau (1992), we deduce from Theorem 1 the existence of marginal
pricing equilibria (Theorem 3). Finally, we give in section 5 an existence result
for quasi-equilibria (Theorem 4) when the survival assumption is no longer
supposed satisfied on the set of the attainable production allocations. The
Appendix gathers the proofs of all the lemmata stated along the paper.

2 The model and the assumptions

The commodity space is a f-dimensional Euclidean space L. We denote by
w € L the vector of total initial endowments of the economy.

We consider a finite number n of firms (indexed by j = 1,...,n). The tech-
nological possibilities of firms j are represented by its production set Y; C L.

Assumption (P)

For every j, Y; is a nonempty, closed subset of L, different from L. There exists
a closed, convex, pointed cone D of vertex 0 in L with a nonempty interior
such that, for every j, Y; satisfies the free-diposal property Y; — D =Y.

In this model the production sets do not need to be convex. Without convexity,
the analysis strongly rests on a free-disposal assumption: we suppose that there
exists a free-disposal cone D common to all the firms. Actually, if the firms have
different free-disposal cones Dj, we can consider a common cone D = N7_, D;.
We only need to assume that the interior of the cone D is nonempty if each
cone D; satisfy the condition in Assumption (P).

The properties of D implies that there exists e € intD such that D C e™ =
{0y U{z € L | x-e > 0}. This reference commodity bundle e, which can be
seen as a specie, will be assigned an important role throughout this paper.
The usual setting is L =R, D =R and e = (1,...,1).

Remark 1 : Under Assumption (P), for every j, the boundary 0Y; of the
production set Y; is exactly the set of weakly efficient productions, that is
oY; ={y; € Y; | {y;} +intD]NY; = 0}. As it is well known, equilibria of



an economy in which the production sets are not supposed convex may not
be aggregate productive efficient [see the example in Beato and Mas-Colell
(1985)]. However, in order to get equilibria individually weakly productive
efficient, we shall consider productions in the boundaries dY; of the production
sets.

Note that if, for the price vector p € L, p- e < 0, then the firms could prefer,
in terms of profits, a non efficient production y; = y; — te, with ¢t > 0, to
the efficient production y; € 9Y;. In this case, there is actually no incentive
for the firms to be efficient in their production choice. To be consistent with
our efficiency requirement, we shall consider price vectors in the price set
P = (=D°)\ {0} C e+, where D° denotes the negative polar cone of D.
This condition is clearly satisfied in the classical framework with non negative
prices when L =RY, D =R{ and e = (1,...,1).

Let us finally point out that our setting makes room for negative prices. Indeed,
if the commodity space is endowed with an order structure such that the
positive cone L is a closed, convex, pointed cone of vertex 0 with a nonempty
interior, and if the free-disposal assumption is satisfied with L., then it is
satisfied for any closed, convex pointed cone D of vertex 0 contained in L,
and we then have L, C —D°. This means that the price set is larger than the
set of non negative prices. The smaller is the free disposal cone D, the larger
is the price set P.

We consider a finite number m of consumers (indexed by ¢ = 1,...,m). The
consumption set X; C L is the subset of all possible consumptions for con-
sumer ¢, given her physical constraints. The tastes of this consumer are de-
scribed by a binary preference relation! =<; on X;, and her wealth is given
by a function r; : P x [[j_; 9Y; — R, i.e., given the price vector p € P and
the weakly efficient productions (y;) € [I}—, Y}, the wealth of consumer i is
ri(p, (y;)). This abstract wealth structure clearly encompasses the case of a
private ownership economy, in which 7;(p, (y;)) = >7_, 0i;p - y; + p - w;, where
the 0;; denote the consumers’ shares in the production processes and satisfy
0;; > 0 for all 4,7 and 2%, 0;; = 1 for all j, and where the w; denote the
consumers’ initial individual endowments and satisfy > 7", w; = w.

Assumption (C)
For every i, X; is a non-empty, closed, convex subset of L such that AX; C e*,
=, is a continuous, convex and non-satiated complete preorder?® on X;, and r;

1 We define z <; 2’ by [z <; 2/ and not 2’ <; x].

2 AX; is the asymptotic cone to X;, that is AX; = ﬂkzofk, where I'* denotes the
smallest closed, convex cone with vertex 0 containing the set {x; € X; | ||z;|]| > k};
for every x; € X;, the subsets {z € X; | z =; z;} and {z € X, | z; =; x} are closed,
the subset {z € X; | z; =; x} is convex, and, there exists € X; such that z; <; x;



is a continuous function on P x I]j_, 0Y}, satisfying r;(Ap, (y;)) = Ari(p, (y;))
for every A > 0 and every (p, (y;)) € P x IIj-, 9Y}.

This assumption is classical, apart from the condition that AX; C e for every
i. It is satisfied in the particular case where L = R’, e = (1,...,1) and all the
consumption set X; are bounded below. Nevertheless, our assumption allows
us to consider consumption sets which are not bounded from below, like the
following one in R?:

{(xl,mg) ER?| 21 >0, 29> —1n(m1+1)}-

This assumption is sufficient to guarantee the boundedness of the consumption
allocations for given productions.

Welet X =37, X;+D—w. In the following lemma, we gather some properties
of X which are direct consequences of Assumption (C). The proof is given in
Appendix.

Lemma 1 Under Assumption (C), X is a nonempty, closed, convez subset of
L, different from L and satisfying X + D = X. Furthermore, for all compact
subset K of X, the following set is compact:

{((xi),d)eH?LXixD \ Z?ﬁlxi—i—d—weK}.

For every real number ¢ > 0, we call t-attainable production allocation any
element in:

At:{(yj)el_[}'lzlan Z?ZlijrteeX}.

Ay is the set of all productions which become attainable when ¢ units of the
reference commodity bundle e are added to the total initial endowments w. A;
is closed under the Assumptions (P) and (C) since X is closed and the pro-
duction sets are closed. Ay clearly denotes the set of all attainable production
allocations.

Remark 2 : Note that, from Lemma 1, if we let Y5 = —X, then under As-
sumptions (P) and (C), for every j = 0,1,...,n, the set Y; is a nonempty,
closed subset of L, different from L and satisfying the free-disposal property
Y;—D =Y, . We can therefore apply the following lemma [see the proof in Ap-
pendix] which generalizes Lemma 5.1 in Bonnisseau and Cornet (1988) to our
setting. We denoteby proj.. the orthogonal projection on e, the orthogonal
space® to e € intD.

=<; is a complete, reflexive, transitive binary relation.
3 That is, et = {s € L|s-e=0}.



Lemma 2 Let Y; be a non-empty, closed subset of L, different from L and
satisfying Y; — D =Y. Then, for every s € e, there is a unique real number,
denoted by \;(s), such that s — \j(s)e € dY;. The function \; : et — R
is Lipschitz continuous, and the mapping A; : s € e+ — s — \;(s)e € Y
is an homeomorphism. The inverse of A; is the restriction of the orthogonal
projection on e+ to dY;. Finally, we have:

vi={y e 1| Aprojua () + 5 <0 -

Consequently, under Assumptions (P) and (C), 9Y; is homeomorphic to the
Euclidean space e* for every j = 0,1,...,n. We define the mapping A :
(eF)" — IIj—, 0Y; by A(s) = (A;(s;)) for s = (s;) and we remark that it is
an homeomorphism. Finally, Y; is described by the transformation function
9i(y;5) = Aj(projes (y;)) + 14

For every real number ¢t > 0, let M; be the inverse image under A of A;:
M, :=A""(Ay) = {s = (s;) € (eL)n ‘ Yo Aj(sj) ttee X }
Let 6 be the function defined on (e*)™ by:
0(s) = 251 Aj(s5) + Ao(= G-y 55) -

Then 6 is Lipschitz continuous under the Assumptions (P) and (C) and, for
every real number ¢ > 0, we have:

m={se (e

H(s)gt}7

and
A= { () € T 9 | Ol(pros ()] <1 |
The function § measures the distance of the global production 3°%_; y; to the

global consumption set X. More precisely, if >37_, y; ¢ X, then 37_, y; +
0((proj.. (y))))e € DX.

Under Assumptions (P) and (C), if the set A; is compact, then the continuity
of the mapping A~! implies that the set M, is compact. Hence, the convex
hull coM; of the set M, is compact. When A; is nonempty and compact, we
let O(t) = max{0(s) | s € coM,}.

We suppose that the firms in the economy follow a general pricing rule ¢, which
is a correspondence from P x []j_; 0Y; into (e™)". This means that, given the
price vector p € P and the weakly efficient productions (y;) € [Tj—, 9Y}, each



firm j chooses a price vector ¢; € e* so that (¢;) € ¢(p, (y;)). Note that, in the
classical framework, D = R, , P = RS \ {0} and ¢(p, (y;)) C (RL)" for every
(p. (y5)) € RE\ {0} x [T}, 9Y;. The possibility of prices ¢; in e*, i.e., of price
vectors not necessarily belonging to the price space P, is purely a technical
requirement. We shall use it in Section 4 to deduce the existence of a marginal
pricing equilibrium from the existence of an equilibrium for general pricing
rules with bounded losses.

In the following, we will consider without any loss of generality normalized
price vector. Indeed, the wealth functions r; are supposed to be homogeneous
with respect to the price vector and we will assume the same property for the
pricing rule. Let H={pe L |p-e=1} Ce' and S = PN H. The choice of
e implies that S is compact. The normalized general pricing rule, denoted by
@, is defined for every (p, (y;)) € S x [Ij=, 0Y; by:

?(p, (y5)) = ¢(p, (y;)) NH™.

Assumption (PR)

For every (p,(y;)) € P x IIj—, 9Y;, ¢(p,(y;)) is a nonempty, closed, convex
cone of vertex 0, different from {0}, included in (e™)", and o(Ap, (y;)) =
©o(p, (y;)) for every X > 0. B(p, (y;)) C S™ for every (p, (y;)) € S x Ay, and ®
is an upper hemi-continuous correspondence on S x [[j_; OY; with nonempty,
convex, compact values in H".

The production sector is said to be at equilibrium for the price vector p and
the production allocation (y;) if each firm can actually choose the price vector
p, that is if (p,...,p) € ¢(p, (y;)). We denote by PE the set of normalized
production equilibria, that is:

(p,---,p) €P(p, (yj))}~

The set of the normalized attainable production equilibria is then:

PE={(p.(5) € § < 1T, Y,

APE — {(p, (y;)) € PE ‘ (yj) € AO}'

Note that, under Assumptions (P), (C) and (PR), APE is closed since the
normalized pricing rule © is upper hemi-continuous and the set Ay is closed.

3 Existence of equilibria for general pricing rules

Let us first present the notion of equilibrium in an economy with a general
pricing rule.



Definition 1 An element ((x7), (y;),p") in L™ x L™ x P is an equilibrium of
the economy € = (L, (X;, =i, 1i), (Y), ¢, w) if:

(a) for every i, xj is a greater element for =; in B;(p*, (y;)) = {zi € X |
p*x < rilpts (y) }

(b) for every j, yi € 0Y; and (p*,...,p") € w(p*, (¥}));

(c) Xitix; = ?:1?9?"’“

This definition is a generalization of the notion of a Walras equilibrium to our
setting. The firms’ profit maximization condition is replaced by the condition
that they follow the general pricing rule ¢.

To establish the existence of equilibria in the economy &, two further assump-
tions on the wealth’s distribution are needed. The first one is a condition on
the consumers’ individual wealth:

Assumption (R)
For every i and every (p, (y;)) € APE, r;(p,(y;)) > infp - X;. Furthermore,
Yt rilp, (y5)) = p- (X ys +w) for every (p, (y;)) € PE.

The second condition gathers three independent assumptions made in pre-
vious works, namely, the boundedness, the survival and the bounded losses
assumptions. To limit these assumptions to a bounded subset of production
allocations, we shall posit the following. Actually, this constitutes the major
improvement with respect to the previous existence results. First, we only
need to have a bounded attainable allocation set only with a limited increase
of the initial endowments whereas it is usually assumed that the attainable
allocations are bounded for all greater initial endowments. We also posit the
survival assumption only on a bounded neighborhood of the attainable al-
locations and not for all production equilibria. Finally, the bounded losses
assumption is also restricted to productions which are at a finite distance of
the attainable productions, in the sense that they becomes attainable with a
bounded increase of the initial endowments.

Assumption (BLS)
There exists a real number to > 0 such that A, is nonempty and bounded,
and:

(BS) for every t € [0,to[ and every (p,(y;)) € PE, if X7_, y; +te € X, then
p-(Xioy; +te) >infp- X;

(BL) for every t € [to,O(to)], every (p,(y;)) € S x Ay and every (q;) €
?(p, (y;)), if p € =Nx (=, y; + te), then there exists (§;) € Ay, such that
i —p) - (y; — ;) > 0.

Remark 3 : Remark that Assumption (BLS) implies that:



For every t € [0,0(ty)] and every (p, (y;)) € PE, if Sy yj +te € X, then
D (Z;’l:lyj +te) > infp- X.

Indeed, it is clear for every t € [0,to[ part (BS) of Assumption (BLS). For
every t € [to, O(to)], if (p, (y;)) € PE and }_7_, y; +te € 0X, then (p,...,p) €
@(p, (y;)) and X5, (p — p) - (y; — §;) = 0 for any (g;) € IIj_, 9Y;. Conse-
quently, the contraposition of Part (BL) of Assumption (BLS) implies that

pé _NX(Z?:1 yj + te).

This means that, at production equilibria, if ¢ units of the reference commodity
bundle e are added to the total initial endowments w in such a way that
the production allocation becomes attainable, then the total wealth of the
economy is above the consumers’ subsistence level.

Remark 4 : Part (BL) of Assumption (BLS) is a weakening of the following
bounded losses assumption, made in Bonnisseau and Cornet (1988), where
the pricing rule is supposed to take its values in P™. It means that the nor-
malized general pricing rule  cannot generate losses lower than «. Note that
the existence theorem in Bonnisseau and Cornet (1988) requires a stronger
boundedness assumption, which is, with our notations, A; is bounded for ev-
ery t > 0.

Assumption (BL) There ezists a real number o such that, for every (p, (y;)) €
S x IIj=, 0Y; and every (¢;) € 2(p, (y5)), Xj=1 45 - y; = @

Indeed, let (9;) € [I7—, 0Y; and 7 = 0(3), where § = (proj..(7;)). Let to > 7
and tg > X5 sup{o-g; | 0 € S — S} +sup{g-x | ¢ € S} — a, where
is any fixed element in X. For every ¢t > to, every (p,(y;)) € S x A; and
every (g;) € P(p, (y5)), if p € =Nx ()1 y; + te), then p - (X)_; y; +te) =
p- 2oy y;+t=infp- X If o satisfies Assumption (BL), then 3%, ¢;-y; > «
and:

Y1y > Xjysup{o-g; o € 5= S}t+sup{q-z|qgeSt—t

>>(g—p)- g +infp- X —t
> 30(g —p) 9 +p- iy,

hence ¢ satisfies Part (BL) of Assumption (BLS).

Remark 5 : An interesting feature of Assumption (BLS) is that it allows to
get an unified proof for loss free and bounded losses pricing rules. Indeed, in
Bonnisseau and Cornet (1988), the proofs are different essentially because, in
the case of loss free pricing rules, the boundedness assumption is only Ay is
bounded. Actually, under this condition, Assumption (BLS) (with ¢, = 0) is

10



satisfied for loss free pricing rule, that is when o = 0 in Assumption (BL),
under a strong survival assumption like w € int(3X7", X; + D). Indeed, let
g; = 0 — X;(0)e for every j, and (¢;) € B(p, (y;)) for any p € S. One has
i1 ¢ 05 = — (X5 Aj(0)) > 0, hence 3%, g; € D. From w € int(3°7_; X; +
D) we get 0 € intX. Since X + D = X, 37, 9; € D C X, ie., (§;) € Ao.
Note also that infp- X < 0 for all p € S since 0 € intX. Now, let ¢ > 0,
(p, (y;)) € S x A; and (g;) € (p, (y;))- If p € —Nx(Xj_, y; +te), then, since

© is a loss-free pricing rule,

(g —p) (= 95) = Xj= (¢ —p)-y; 2 0—infp- X +¢>0.

Consequently, Assumption (BLS) is satisfied since, when ¢y, = 0, part (BS) is
obviously satisfied.

The classical competitive framework a la Arrow-Debreu, where the production
sets are convex and the firms are supposed to maximize their profits, corres-
ponds to the pricing rule given by ¢(p, (y;)) = II}=; Ny,(y;), where Ny, (y;)
denotes the normal cone to the closed, convex set Y; at y; € Y. In this
setting, if Ay is supposed compact, then Assumption (BLS) (with to = 0) is a
consequence of the aggregate survival assumption w € int(>X7"; X; + D) and
the possibility of inaction, that is 0 € Y} for all j. Indeed, this is a consequence
of the previous argument. The pricing rule is loss free since, for every j, every
y; € 0Y; and every ¢; € Ny, (y;), ¢; - y; = ¢; - 0= 0.

When the production sets are convex, if Ay is nonempty and bounded, then

Ay is also nonempty and bounded for all ¢ > 0. This is no more true in the
Nnon-convex case.

We shall in this section establish the following existence result.

Theorem 1 The economy & = (L, (X;, =i, 73), (Y)), ¢,w) has an equilibrium
under Assumptions (P), (C), (PR), (R) and (BLS).

3.1 The preliminary result

In order to prove the existence of equilibria in the economy &, we shall follow
Debreu, Gale and Nikaido’s approach. We first give a result on an arbitrary ex-
cess demand correspondence, from which we deduce the existence of equilibria
for general pricing rules in an economy under increasing returns.

Let thus z be an arbitrary excess demand correspondence. As in Bonnisseau
and Cornet (1991), we posit the following assumption:

11



Assumption (ED)
z is an upper hemi-continuous correspondence on S x [[7_; OY; with non-
empty, convex, compact values in L. Furthermore, for every (p, (y;)) € APE,

z(p, (y5)) € Tx(Xj-1y;) and supp - 2(p, (y;)) < 0.

Remark 6 : The condition that supp - z(p, (y;)) < 0 for every (p, (y;)) €
APE is the translation of the Walras law in our model, as a consequence of
the fact that the total wealth of the economy is shared among the consumer
[Assumption (R)].

We can now establish our preliminary result on the excess demand correspon-
dence z.

Theorem 2 Under Assumptions (P), (C), (PR), (BLS) and (ED), there is
an element (p*, (y;)) in S x [Ij_, 9Y; satisfying:

(a) Sy € X
(b) (p*,....p*) € (", (v;));
(c) z(p*, (y;)) N —Rye # 0.

The proof of Theorem 1 is divided into 3 steps.

3.1.1 Step 1

In the first step, we construct auxiliary excess demand correspondences. Let
a > 0 be a real number, and let S, = S+ aB,1(0,1), where B,.(0,1) denotes
the closed unit ball in et. In the following, we denote by proj.. the orthogonal
projection onto et, by 7 the projection mapping from L to S, and we define
the mapping projy, from L to X, by:

. . . - €
proj (4) = proj,. (y) + max {Ao (=proj.. (v)). ﬁ/n} .

Recall that, under Assumptions (P) and (C), the set A;, is closed. Moreover,
from Assumption (BLS), A;, is nonempty and bounded. Therefore, A;, and
M, are nonempty and compact. In this step, we shall work in the nonempty,
convex, compact set B, = coM,;, + vB(.1).(0,1). Since B, is not necessarily
included in Meg(s,), there may be elements (y;) € A(B,) such that 327, y;+te €
0X with t > O(ty). The following lemma, proved in the Appendix, establish
that if Assumption (BLS) is satisfied, then there exists v > 0 small enough
such that the elements (y;) € B, also satisfy the conclusions of Part (BL) of
Assumption (BLS) for t > ©(t).

Lemma 3 Under Assumption (BLS), there exists v > 0 such that:

12



(BS) for every (p, (y;)) € S x A(B,), if (p,(y;)) € PE and X5_, y; +te € X
with t > 0, then p- (37, y; +te) > infp- X;

(BL) for cvery (p,(5,)) € 5 x A(B,) and every () € Do, (5), if p €
—Nx(Xi_,y; + te) with t > to, then there exists (§;) € Aj, such that

i1 —p) - (y; — ;) > 0.
Let now U be the set defined as follows:

U= { (p, () € Sa X A(B,) | p ¢ —Nx(projx (X0, ;) } :

From the properties of the normal cone and the continuity of the mapping
projy, U is an open subset of S, x A(B,) (for its relative topology) which
contains APE from Lemma 3. Moreover, from Assumption (BLS), there exists
to > 0 such that A, is bounded, hence Ay is bounded and APE is compact
from Assumptions (P), (C) and (PR). Consequently, there is a real number
g0 > 0 such that, for every e € ]0, o], the closed ball B(APE, <) in S, x A(B,)
is a subset of U, and, for every (p, (y;)) € B(APE, ¢), p belongs to the relative
interior of S,. Hence, for every ¢ € ]0,¢[, there is a continuous function
71 So X A(By,) — [0, 1] satisfying:

7(p, (y;)) = 1if (p, (y;)) € APE,
(p, (y;)) = 0'if (p, (y;)) ¢ B(APE,¢).

We now define the correspondence VU, from S, x A(B,) into L, as follows:

U(p, (y;)) = intTx (projx (XZj_ 1 y;)) N{u € L [p-u <0} N BL(0,1),

where B (0,1) denotes the open unit ball in L. ¥ has an open graph and
convex values, and U(p, (y;)) # 0 for every (p, (y;)) € U. Let thus ¢ : U — L
be a continuous selection® of ¥, and ¢ be the correspondence from S, x A(B,)
into L defined by:

{0 ()} if (0, (w3)) €U,

C(ps (y5)) = _
Br(0,1) otherwise.

( is clearly an upper hemi-continuous correspondence with nonempty, convex,
compact values.

4 For every (p, (y;)) € U, ¥(p, (y;)) € ¥(p, (y;)). The existence of a selection is a
consequence of a weak version of Michael’s Theorem since ¥ has an open graph.
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We finally define the auxiliary excess demand correspondence z¢, for every
e €]0,¢eo[, as follows:

25(p, (y5)) = 7°(p, (y5))2(7(p), (y5)) + (1 = 7°(p, (45)))C(p, (y))-

For every ¢ €]0,e0[, 2° is an upper hemi-continuous correspondence with

nonempty, convex, compact values satisfying the following properties:

2 (p, (y5)) = 2(p, (y5))  if (p, (y;)) € APE,
2*(p, (y;)) = {¥(p, (y;))} if (p, (y;)) € U\ B(APE,¢).

3.1.2 Step 2

We claim that, for every e €]0, £o[, there exists (p°, (y5)) € B(APE, ) and 2° €
2%(p%, (y5)) such that 2° € Re. Furthermore, if 337_, y5 € X, then (p%, (v5)) €
APE.

First of all, let us point out that, for every ¢ €]0,¢e¢[, the properties of z*
imply that there exists a nonempty, convex, compact subset K° C L such
that 2°(p, A(s)) C K¢ for every (p,s) € S, x B,. Moreover, from the upper
hemi-continuity of the normalized pricing rule @ and the continuity of the
projection mapping =, there exists a compact subset S in H, containing S,
such that (7 (p), A(s)) C " for every (p,s) € Sa x B,.

We now let F° be the correspondence from K¢ x B, x S, X S" into itself
defined by:
4

Fe(z,s,p, (pj)) = 1:[1F5(I757p, (5)),
where -
Fi(z,s,p,(p;) = 2°(p (S))
B (2, 5., (n) —{ W) € By Sia(p ) (7~ 0}) 20},
F(ﬂfsp,(p])):{qes ilg—q)-az0),
Fi(x,5,p, (p;) = 2(m(p), Als >)

From Assumption (PR), from the properties of 2° and from the maximum
Theorem in Berge (1959), F* is an upper hemi-continuous correspondence with
non-empty, convex, compact values. Consequently, from Kakutani’s theorem,
for every e €]0, o[, there exists a fixed point (2%, s%,p%, (p5)) of F© satisfying
x° € z°(p, A(s%)) and:
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Yo (P —p5) 85 = X5 (p° — p5) - 85 for every (s;) € B, (1)
p°-x° > p-ax for every p € S, (2)

(1) € B(r(p°), A(s)) (3)

We let (y5) = A(s°). The following claims establish that (p*, (y5)) € B(APE,¢),
x° € 2°(p%, (¥5)) NRe, and (p%, (y5)) € APE if 7, 5 € X,

Claim 1 (p%, (y5)) € U.

Proof: Suppose, on the contrary, that (p®, (y5)) ¢ U. Since (p%, (¢5)) € Sa X
A(B,), we have p* € —Nx(projx(Xj_, ¥5)) C P, hence p° € S. Consequently,
p® # 0and projx (-7, y5) € 90X, hence >°7_, y5+te € 0X witht > 0. We then
deduce from Lemma 3 that (p°, (y5)) ¢ PE, that is (p%,...,p%) & B(p°, (¥5))-
From (3) we get (p° —pf,...,p" —p5) # 0, and (1) then implies that s* € 9B,.
Hence projy (37, ¥5) = >2j- 45 + te with ¢ > t,.

We now remark that, since (7;) € Ay, § = (proj..(y;)) € M, C int3,, hence
for p > 0 small enough, s = § — p(p] — p°,....p, — p°) € B,. Consequently,
from (1), we get:

S DS Ys = iy + (0 — ) - S5
< Yty + X505 —p°) - 8 — p i (05 — ) - (05 — )
<Yy + (05— p7) 8
<X p Y5+ (05— DF) - 9

But, since p° € —Nx(projx(>j-,%5)) and (p5) € D(p%, (y5)) from (3), this
contradicts Part (BL) of Lemma 3. U

Claim 2 (p°,(y5)) € B(APE,¢) and (p°, (y5)) € APE if 37y € X.

Proof: Suppose first that }7_, 45 € X, ie. that (y5) € Ag. Then s° €
My C intB,, and (1) implies that p* = p5 for every j, hence p° € S since
?(m(p), (yj)) C S™ from Assumption (PR). From (3) we get (p°,...,p°) €
@(p°, (y5)), which means that (p%, (y5)) € PE. Therefore, (p°, (y5)) € APE.

Suppose now that 37_, 35 ¢ X and (p°, (y5)) ¢ B(APE, ). Since (p°, (y5) € U
from Claim 1, we then have 2° € 2°(p%, (y5)) = {¥(p°, (¥5))} C V%, (¥5))-
Consequently, 2° € Tx (projx(>7_, ¥;)) and p°-2° < 0. From (2), ¢-2° < 0 for
every q € S,, which means that x° belongs to the interior of the negative polar
cone of S, included in —intD. But —intD N Tx(projx(Xj—, ¥5)) = 0 since
projx (37—, ¥5) € 0X and X + D C X, which leads to a contradiction. O

Claim 3 2° € 2°(p%, (y5)) N Re.
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Proof: From our choice of g5 and from Claim 2, p* belongs to the relative
interior of S,. Consequently, (2) implies for z° to be in the orthogonal space
to the affine space spanned by S,, which means that z° € Re. Recalling that
x° € Fy (2%, 5%, p%, (p5)), we thus have 2° € 2°(p°, (v5)) N Re. l

3.1.3 Step 3

We end the proof of Theorem 2 with a limit argument. We deduce from Step
2 and from the definition of z° in Step 1 that, for every e € |0, &y], there exists
(r°, (y5), 2%, 1%, u%) € S x [Tj=, 9Y; x Re x [0,1] x L satisfying:

(r°, (¥5)) € B(APE,¢),

x® =t°uf + (1 — t5)(p°, (y
t°=71°(p", (v
w € 2(m(p°), (v

I

)
7))
)
)

Furthermore, if 3%, 5 € X, then (p°, (y5)) € APE and, from the definition
of ¢ t‘leandx = u’ Ez( (Y5))

Recall that, for every e € ]0,e0[, B(APE,¢) is in the interior of the compact
set B(APE,&y). Consequently, there is a sequence () C 0, o[ converging
to 0 such that the sequence (p=, (y5), 2%, 1%, u°") converges to an element
(p*, (y7), ", t*,u*) in S x[j—, IY; xRex [0, 1] x L. We clearly have (p*, (y;)) €
APE, hence (p*, (y;)) satisfies conditions (a) and (b) of Theorem 2.

We now distinguish two cases. Suppose first that >>%_; y7 € intX. Then, for
v large enough, Y7 ;35" € intX, hence (p°',(y5")) € APE and t© = 1.
Consequently, t* = 1 and 2* = u* € 2(p*, (y;)). We then get p* - z* < 0 from
Assumption (ED), which implies z* € —R_e since z* € Re. We finally have
z(p*, (y;)) N —Rye # 0: (p*, (y;)) satisfies condition (c) of Theorem 2.

Suppose now that >37_, y; € 0X. From Assumption (ED), p* - u* < 0, and,
from the definition of ¢, p* - ¥ (p*, (y;)) < 0, so we clearly have p* - z* < 0.
Consequently, since z* € Re and p* € S, x* € —R,e. We now end the
proof by showing that x* = w*. Indeed, if it is not the case, then, from As-
sumption (ED) and the definition of ¢, x is a convex combination of two
elements in Tx(3_7_, y;), one of which belonging to intTx (37, y7). There-
fore, z* € 1ntTX(Z”_1y ) and z* € —Rye, which contradicts the fact that
Yy € 0X. Fmally, € 2(p*, (y;)) N —Rye: (p*, (yj)) also satisfies condi-
tion (c¢) of Theorem 2. U
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3.2 Proof of Theorem 1

Let us first remark that the compacity of the set Ay under Assumptions (P),
(C) and (BLS) implies the compacity of the subset K = {>7_, y; | (y;) € Ao}
of X. From Lemma 1, the set {((z;),d) € [[[2) Xi x D | 2% v +d—w € K}
is compact. Hence, for every 7, the projection X; of this set on X;, i.e. the set
of all attainable consumptions for consumer 4, is compact in L. Consequently,
from the properties of the preference binary relations =;, for every ¢, there
exists z¥ € X; such that x; <; ¥ for every z; € )/(\Z

For every integer k, we let K* = {z € L | —ke < x < ke}, and, for every i,
Xk = X, N K",

We claim that there exists an integer ko large enough such that, for every
k > ko and for every 4, 29 € XF, X; C intK* and

ri(p, (y;)) > infp - X} for every (p, (y;)) € APE. (4)

Indeed, if it is not true, then there exists a sequence (k”, ", p”, (y})) with values
in Nx {1,...,m} x APE such that k¥ — oo and ru (p”, (7)) < inf p*- X} for
every v. We can assume without any loss of generality that the sequence (i)
is constant, say equal to 4, and that the sequence (p”, (y})) converges to an
element (p, (y;)) in APE. Since r;(p, (y;)) > inf p - X; from Assumption (R),
there exists z; € X; such that r;(p, (y;)) > p- ;. For v large enough, z; € X},
therefore p” - z; > infp” - XF° > ri(p”, (y7)). Passing to the limit, one gets
p-x; > 1;(p, (¥;)), which leads to a contradiction.

For every k > ko and every i, we define the correspondences 3%, f , wf and
* from S x R into XF, as follows:

B (pyw;) = {zi € XF | p-x; <w;},
& (p,wi) = {x; € B (p,w;) | © = @ for every z € G (p,w;)},
VE(p,w;) = {; € & (p,wi) | p-x; = maxp - (p,wi)},

{ZUZ' eXF|p -z, =infp- Xf} otherwise.

We then define the excess demand correspondence z*, from S x [T}, 9Y; into
L, by:

2, (7)) = Sy (0o raps () = {)o + @}

Let us now show that, for every k > ko, the correspondence z* satisfies As-
sumption (ED). Indeed, from the properties of the fF [see Lemma 1 and 2
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in Debreu (1962)], 2* is an upper hemi-continuous correspondence with non-
empty, convex, compact values. Furthermore, for every (p, (y;)) € SxIIj-, 9Y},
we have:

Hp, (7)) = Sy £ (pori(p, (1)) — {1 vy + w}
C Y X — {2y +w)
C X {1y}
C T (351 Y-

Finally, we deduce from (4) that, for every i,

FE(porip, () = ¥5 (porilps (1)) for every (p, (y;)) € APE. (5)

Hence, for every (p, (y;)) € APE, since ¢f(p,ri(p, (y5))) C 0f (p, ri(p, (45))),
we have:
supp - 28(p, (y;)) = ity supp - 5 (p,ri(p, (1)) — p - (Xj=y v +w),
< 2y (supp - B (p,rip, (1)) — il (7))
<0.

Consequently, from Theorem 2, for every k > kg, there exists (p*, (yf)) €
S x IIj_; Y} such that:

ik e X, (0F, .. b)) € o(p”, (¥F)) and ZF(pF, (yF)) N —Rye £ 0. (6)

Then, from the definition of z*, for every k > kq there exists (2%) € 7, XF
and p* € R, such that:

ak e ff (pk, ri(p*, (yf))) for every i, and Y af = yF+w—ple.  (7)
i=1 =1

The sequence ((x}),p*, (y}))k=k, takes its values in the compact set [T}, X; x
APE. Therefore, we can assume without any loss of generality that it con-

verges to an element ((x7),p*, (y;)) in [T, X; x APE.

We end the proof of Theorem 1 by showing that ((z}), (y;),p*) is an equilib-
rium of the economy &.

Since (p*, (y;)) € APE, we have (y5) € [Tj—, 0Y; and (p*,...,p") € w(p*, (¥})):
condition (b) of Definition 1 is satisfied.
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Since p* € H we deduce from (5), (6), (7) and Assumption (R) that:

P = pF - (pe)
=" (Y w2 a))
=p* - (S +w) - S pF g
= ¥ (rao*, () = p* - 2f)
>0

We now show that p¥ = 0 for every k > kq. Suppose it is not true, then p* > 0
and there is a consumer 7 for which p*-z} < r;(p*, (y})). Since z} € X;, we have
b <, 29 and ¥ € ¥F(pF, ri(p", (yf)) then implies p* - 29 > r;(p*, (yf)) Hence,

from the continuity of the scalar product, there exists zf = t2? + (1 — t) 2¥

with ¢ € ]0,1[ such that p* - zf = r;(p¥, (y¥)). From the convexity of X}
and of the binary preference relation =<; [Assumption (C)], we deduce that
:L’f < gzk(pk,n‘(pk? (y;c))) Thenv since If < 7vZ)zk(pkﬂﬂi(pk’ (yf))v we get pk ’ ZL’f =
p* - xt = r;i(p", (y;k)), which leads to a contradiction. Finally, passing to the
limit in >77", a:f = Z?Zl yé“ +w—pFe, we get Yoixl = 2?11 y; +w: condition
(c) of Definition 1 is satisfied.

Finally, we prove that condition (a) of Definition 1 is also satisfied. Suppose,
on the contrary, that it is not the case. Then there is a consumer 7 and x; € X;
such that p* - x; < r;(p*, (7)) and 27 <; x;. From the continuity of the binary
preference relation =<;, and since r;(p*, (7)) > inf p* - X, there exists z} € X
such that p* - 2 < r;(p*, (y;)) and a7 <; x;. Consequently, for k large enough,
we have p¥ -zl < r;(p*, (y¥)), ¥ <; 2/ and 2} € XF, which contradicts the fact

that o € X (%, ri(p", (41))) C (0,0, (45)))- 0

4 Existence of marginal pricing equilibria

In this section we shall consider the existence problem of a marginal pricing
equilibrium. Firms are said to follow the marginal pricing rule if they fulfill
the first order necessary condition for their profit maximization, in the precise
mathematical sense formalized by Clarke’s normal cone [see Cornet (1989)].
Let us recall the definition of the Clarke’s tangent and normal cones [see Clarke
(1975,1983)]. If Y is a nonempty subset of L and y is an element in clY’, then
Clarke’s tangent cone to Y at y is:

V(y") C Y, (y") =y, V(") CRL, (#7) — 0,3(") C L
Ty(y) =<vel
(v”) = v and y” + t*v” € Y for v large enough.
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Clarke’s normal cone to Y at y, denoted by Ny (y), is then the negative polar
cone of Ty (y).

When Y is closed and convex, Clarke’s tangent and normal cones to Y at y
reduce to those of convex analysis:

Ty(y) = c{A(y' —y) | A= 0and y € Y},
Ny(y) ={peL|p-y>p-y forevery y €Y}

In the following, we shall denote by M P the marginal pricing rule, the corre-
spondence from P x []j_, 0Yj into (e*)" defined by:

MP(p,(y;)) = [Tj=1 Ny, (y;)-

Remark that, under Assumption (P), the marginal pricing rule M P satifies
Assumption (PR) from the properties of the Clarke’s normal cone [see Cornet
(1989)]. Morover, the free-disposal condition implies that M P(p, (y;))\ {0} C
P for every (p, (y;)) € P x [Ij—, 9Y}.

However, the marginal pricing rule does not need to generate bounded losses,
unless the production sets are all star-shaped [see Bonnisseau and Cornet
(1988)]. We shall thus replace Assumption (BLS) by the following one:

Assumption (BS)

There exists a real number ty > ©(0) such that Ay, is nonempty and bounded,
and, for every real number t € [0,t] and every (p, (y;)) € PE, if (y;) € Ay,
then p- (3°7_, y; +te) > infp - X.

Even if the marginal pricing rule may generate unbounded losses, we deduce
the existence of a marginal pricing equilibrium from Theorem 1. Using an
idea of Bonnisseau (1992), we show the existence of a general pricing rule
with bounded losses, which coincides with the marginal pricing rule on the set
of attainable productions.

Theorem 3 The economy € = (L, (X;, =i, 1), (Y;), MP,w) has an equilib-
rium under Assumptions (P), (C), (R) and (BS).

Proof: Let us first recall that, under Assumptions (P) and (C), if we let
Yo=—-X=-3",X;+ D —w), then, for every j = 0,1,...,n, there exists
a Lipschitz continuous function ); : et — R satisfying s; — \;(s;) e € 9Y; for
every s; € e-. Moreover, for every j = 0,1,...,n, the application A; : et —
0Y; defined by A;(s;) = s;— \j(s;) e is an homeomorphism [see Lemma 2]. We
also recall that the function 6, defined for every s = (s;) € (eX)" by 6(s) =
>7-1 Aj(85) + Xo(— 27—, s5), is Lipschitz continuous and that, for every ¢ > 0,
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the inverse image M; of A, under the application A : s — A(s) = (A;(s;))
satisfies M, = {s € (e*)" | 0(s) < t}.

The following generalization of Lemma 4.2 in Bonnisseau and Cornet (1990a)
[see the proof in Appendix] shows the link between the generalized gradients
of the functions )\; and Clarke’s normal cones to the production sets.

Lemma 4 LetY; be a nonempty, closed subset of L, different from L, satisfy-
ingY; — D CY;, and let \; be the function from e* to R defined in Lemma 2.
Then the generalized gradient of \; at s € e is given by:

OX;(s5) = (Ny; (A5(57)) N.S) = {(1/lel*)e},

and the correspondence O\;, from e* into itself, is upper hemi-continuous with
non-empty, convexr, compact values.

Consequently, from Clarke (1983) (Propositions 2.3.3 and 2.3.10), for every
s = (s;) € (eX)" we have:

pE€—Nx(—Ao(—X)_;s;))NS
(pj) € MP(p,A(s)) N S™

90(s) C A(s) :=14 (pr =D, P — D)

and, from Clarke’s normal cone properties, A is an upper hemi-continuous
correspondence from (e+)™ into itself with non-empty, convex, compact values.
Furthermore, from Assumption (BS), 0 ¢ A(s) for every s € (e1)" such that
0 < 6(s) < to.

Since o > ©(0), we have coMy C int My,. Let r = infgns, [|s — Projeoa, (s)|
and M = coM, + %P(eL)n(O, 1). M is a non-empty, convex, compact subset
of (e*)" such that My C intM and M C intM,, [see Figure 1].

We can now apply the following topological lemma [see the proof in Appendix],
with a = 0 and b = t,.

Lemma 5 Let E be a finite-dimensional Euclidean space, let a,b € R such
that a < b, let 0 : E — R be a locally Lipschitz continuous function, and let A
be a correspondence from E into itself. Suppose that:

(1) the set My, == {s € E | a <0(s) < b} is non-empty and compact;
(1) A is an upper hemi-continuous correspondence with non-empty, convex,
compact values, satisfying 00(s) C A(s) for every s € E;
(111) 0 ¢ A(s) for every s € Myy,.

If M is a closed, convex, compact subset of E such that M, C int M C M,,
then there exists a continuous (homotopy) mapping H : OM x [0,1] — E such
that, for every s € OM,
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M, coM, M

Fig. 1. Geometry of the set M
(I) inf H(s,0) - A(s) > 0;
(II) H(s,1) € —intTp(s);
(III) H(s,t) # 0 for every t € [0, 1].

Thus, there exists a continuous mapping H : OM x [0,1] — (et)" satisfying
conditions (I), (II), and (III) of Lemma 5 for every s € OM. Let H be the
mapping from M x [0,1] to (e+)™ defined by:

. H(s.t)
Hs,t) = T (s 0]

H is well defined since H (s, t) # 0 for every (s, t) € M x [0, 1]. Moreover, H
satisfies conditions (I), (II), and (III) of Lemma 5: for every (s,t) € OM x [0, 1],

inf H(s,0) - A(s) > 0

nf (8)
H(s,1) € —intTh(s) (9)
H(s,t) #£0 (10)

We also define the function o, from (e*)" to [0, 1], by:

0 if se M
7(5) = | 2Iproju(s) — sl if s € Beayn(M, 5) \ M .
1 if s¢ E(EL)n(Ma %)

where proj, denotes the projection mapping onto M. Note that, from the
definition of r, we have B1yn(M, §) = Bc1yn(coMy, ) C My,.
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Finally, for every (p, (y;)) € P x [T}, 9Y}, let s = (s;) = (proj..(y;)). Then
©(p, (y;)) is equal to M P(p, (y;)) if s € int M, to

co {MP(p, (¥5)): { AL, ..,p)+ H(s,0) \ A2 o}}

if s € OM and to {A(;e(p7_,,,p)+E(prOjM(s)7g(s))) ‘ A > 0} if s ¢ M.

We now show that ¢ satisfies Assumption (PR). Since H and o are continuous
and the pricing rule M P satisfies Assumption (PR) under Assumption (P),
® is an upper hemi-continuous correspondence from S x [[j_; 9Y; into H".
Moreover, for every (p, (y;)) € P x IIj—, 9Y;, ¢(p, (y;)) is a nonempty, closed,
convex cone of vertex 0, different from {0}, and ¢(Ap, (y;)) = ¢(p, (y;)) for
every A > 0. Note that ¢ = M P on M, and M P takes their values in P".

Consequently, the correspondence ¢ satisfies Assumption (PR).

From Assumption (BS), there exists ¢y > 0 such that A;, is nonempty and
bounded. Let us now check that the pricing rule ¢ satisfies parts (BS) and
(BL) of Assumption (BLS).

Let t € [0,t] and (p, (y;)) € S x [Ij—, 0Y; such that (p,...,p) € D(p, (y;))
and 37 y; +te € 0X. Then s = (A;'(y;)) € M from the construction
of ¢ and (10). We now distinguish two cases. Let us first suppose that s €
intM; then ¢ is the marginal pricing rule M P, which satisfies Part (BS) of
Assumption (BLS) under Assumption (BS).

Suppose now that s € M. If p- (X7, y; + te) = infp - X, then p €
—Nx(Xiy; +te) and 30_, y; + te = —Ao(— X7, s;). Furthermore, there
exists (¢;) € [Tj=1(Ny;(y;) NS) and A € [0,1] such that p = Ag; + (1 = A)(p +

H(s,0);) for every j. Hence, (1 — \)H(s,0) = —X(¢1 — p, ..., ¢, — p) with
(@1=p, ..., qn—p) € A(s). Since 0 ¢ A(s) and H(s,0) # 0, we have A € ]0, 1],
and H(s,0) = —12:6 with § € A(s). Consequently, H(s,0) - § < 0, which

contradicts (8). Thus, ¢ satisfies Part (BS) of Assumption (BLS).

Let us now come to part (BL). Let t € [to,O(to)], (p, (y;)) € S x A; such
that p € —NNX(Z?:1 y; + te), and let (¢;) € @(p, (y;)). From (9), if we let
§=¢ —ecH(s,1) with s = (A"'(y;)) and s’ = proj,(s), then § € intM C
M, for ¢ > 0 small enough. Let then (y;) = A(S); we have (7;) € A,.
Since (y;) € A; with t > to, we have s & intB.1), (M, %), and B(p, (y;)) =
{(p,...,p) + ﬁ(s’, 1)}. Consequently, ¢; = p + ﬁ(s’, 1); for every j, and we
can write:

S (Y —05) = Xhap e (Y — 95) + X5 H(S' 1)+ (5 — )
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We then have:

~

T QY = iy (g —p) g+ HSL 1) (Y — 95),

and, since H takes its values in (e)™:

nH(S 1) (g —95) = S0 H(s',1); (55— §5)
— H(s',1) - (s — )
= H(s', 1) - (s — &) +e|H(s, 1)||.

From (10), we have H(s',1) 7é 0, hence e[| H(s', 1)|| > 0. Moreover, since s’
proj(s), s —s" € Ny(s), and (9) implies that H(s',1)- (s —s') > 0. Fmally,
we get H<371) (s—58) > 0. Therefore, 327y q;-y; > X5y p-y;+25-1(¢;—1) -9
and ¢ satisfies part (BL) of Assumption (BLS).

From Theorem 1, the economy & = (L, (X;, =y, 7:), (Y;), ¢, w) has an equili-
brium and, recalling that, if (p, (y;)) € S x Ay, then s € M, C intM and
©(p, (y;)) = MP(p, (y;)), every equilibrium of £ is a marginal pricing equilib-
rium of £. U

5 Existence of quasi-equilibria

We propose in this section to weaken the survival assumption [part (BS) of
Assumption (BLS) in the case of general pricing rules, or Assumption (BS)
when the firms follow the marginal pricing rule, by assuming that it is satisfied
only for positive real numbers ¢ €]0, ty[. From the example in Kamiya (1988)
we now that there may exists no equilibrium when the survival assumption is
not satisfied. However, we show in this section that a quasi-equilibrium can
be found when the survival assumption is not satisfied for ¢ = 0, that is just
on the boundary of the attainable allocation, but for ¢ €]0, ¢y[.

With respect to the standard Walras equilibrium model, the difference is the
same as supposing that the initial endowments are in the interior of the con-
sumption sets or only in the consumption sets. We know that this little dif-
ference may have important effects on the equilibrium analysis since a Walras
equilibrium may fail to exist under the weak survival assumption, which has
the advantage to be more realistic since most of the consumers have an initial
endowments in only one commodity, the labor.

Often, the existence of an equilibrium is deduced from a quasi-equilibrium
under some irreductibility assumption on the economy.
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Let us first give the definition of a quasi-equilibrium.

Definition 2 A quasi-equilibrium of the economy & is an element ((z7), (y;), p*)
m L™ x L™ x S satisfying:

(q-a) for every i, v} € Bi(p*, (y;)) and, for every x; € X; such that p* - x; <
ri(p*, (7)), xi =i x5
(b) for every j, y; € 0Yj, and (p*,....p") € (p*, (¥})):
(c) Xt x; = Z?:l yi tw.

Allowing for the survival assumption not to be satisfied for ¢ = 0 implies
that the total wealth in the economy, evaluated at an attainable production
equilibrium (p, (y;)) € APE may be equal to infp - >, X;. We thus have to
weaken our Assumption (R) to be consistent with this case.

Assumption (R’)

For every i, r; is continuous on S x[]j_, Y; and satisfies r;(p, (y;)) > inf p- X;
for every (p, (y;)) € APE. Furthermore, 321", ri(p, (y;)) = p - (Xj=1 9 +w)
for every (p, (y;)) € PE.

We also have to slightly strengthen Assumption (PR) to assume that the
pricing rule takes its values in S™ not only for the attainable allocations but
also in a neighborhood. So, we posit:

Assumption (PR)

For every (p,(y;)) € P x II;_, 9Y;, ¢(p,(y;)) is a nonempty, closed, convex
cone of vertex 0, different from {0}, included in (™), and o(Ap,(y;)) =
©o(p, (y)) for every X > 0. There exists t > 0 such that B(p, (y;)) C S™ for
every (p, (y;)) € S x Af and @ is an upper hemi-continuous correspondence on
S x IIj_; 0Y; with nonempty, convex, compact values in H".

In the general case, Assumption (BLS) will be replaced by the following one:

Assumption (BLS’)
There exists a real number ty > 0 such that A, is nonempty and bounded,
and:

(BS?) for every real number t €]0,to[ and every (p, (y;)) € PE, if 35_, y; +
te € X, then p- (X, y; +te) > infp- X;

(BL) for every real number t € [to, O(to)], every (p, (y;)) € S X A; and every
(¢5) € o, (y5), if p € —Nx(Zj=, y; +te), then there exists (y;) € Ay, such
that 3%, (q; — p) - (y; — 9;) > 0.

In the particular case of marginal pricing, we shall replace Assumption (BS)
by the following:
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Assumption (BS’)

There exists to > ©(0) such that Ay, is nonempty and bounded, and, for every
real number t €]0,to] and every (p, (y;)) € PE, if X5 _y; +te € X, then
p-(Xj_ y; +te) >infp- X.

Note that the difference comes from the fact that we do not assume that
the total wealth of the production sector (p - >7_, y;) is strictly above the
subsistence level of the consumers (inf p - X') when the total production is on
the boundary of X.

We can now state the following result.

Theorem 4 The economy € = (L, (X;, =i,13),(Y)),¢,w) has a quasi-equili-
brium under Assumptions (P), (C) and (R’) if ¢ satisfies Assumptions (PR’)
and (BLS’) or if ¢ = MP satisfies Assumption (BS’).

The proof of Theorem 4 is divided into two steps.

5.1 Step 1

In this first step, we shall construct auxiliary economies satisfying the condi-
tions of Theorem 1 or of Theorem 3 if ¢ = M P.

Let v € N* large enough so that 1/v < min{ty,t}, where t; comes from
Assumption (BLS’) or (BS’) and ¢ from Assumption (PR’). Let w” = w+(1/v)e
and XV :=Y", X;+D—w” =X —{(1/v)e}. Under Assumption (C), we can
apply Lemma 2 to the set Y = —X": for every s € el, there exists a unique
real number A{(s) such that s — A (s)e € 9Y’, and the function A is Lipschitz
continuous on e*. Note that the definition of X* and the unicity property
imply that \j(s) = Xo(s) — (1/v) for every s € e*. For every s = (s;) € (e*)"
we let 07(s) i= S0y Ay(s5) + My (= 5, 55) = 0(s) — (1/).

9

For every t > 0, we let:

Al = {(yj) €I}, 0Y; | Xj_,y; € X”} = Avrayw),
and My = A7 (A}) = Myy1 ). For every t > 0, we have:

My = {36 (et)m

0" (s) < t}>

and we let ©Y(t) := max{60”(s) | s € coM/} =O(t+ (1/v)) — (1/v).
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We finally let
APE" = { (p.(yy)) € PE | () € A3 |

¥ = min {—(1/V), 1I<Ili<n {infr;(APE") —infp - XZ}} :

and, for every i and every (p, (y;)) € APE":

¢ (p, (y;)) = max{infp - X;, i(p, (y;)) + m7"},

2

14

o (p, (y;)) = ri(p, (y;)) — 277,

The following lemma [see the proof in Appendix]| gathers some properties of
convergence that will be needed in Step 2 when passing to the limit.

Lemma 6 For every v € N*, 7V < 0, and the sequence (7V), converges to 0.

We now construct wealth functions (rY

¥), which satisfies Assumption (R) in-
stead of Assumption (R’). For this, we consider, for every v large enough, the

correspondences Ty and Ty from S X []7_; dY; into R™, defined as follows:

ﬂilggvja@?,jif7j14u
T (p, () = R:n_] (p, (y3)), @ (p, (y5)] t}(117 (g))e PE |

T3 (p, (y;)) = { (pi) €R™ ‘ S pi=p- (i y W) }

The correspondence 77 has nonempty, convex values since 77 < 0 and r;(p, (y;))—
v > infp- X, for all ¢ and all (p, (y;)) € APE". Furthermore, 7} has an open
graph, since @/ is continuous and « is upper semi-continuous.

Ty is lower hemi-continuous with nonempty, convex values. Consequently, their
intersection 7% = Ty N 1Y is a lower hemi-continuous correspondence from
S x [[7-, 9Y; into R™ with convex values.

We also show that T%(p, (y;)) # 0 for every (p,(y;)) € S x [Ij—, 9Y;. It is
obvious for every (p, (y;)) ¢ APEY. If (p, (y;)) € APEY, then p- (X}_, y; +
w”) > infp - X from Part (BS’) of Assumption (BLS’) or from Assumption
(BS") if o = M P, and 3312, ri(p, (y;)) = p - (X} y; + w) from Assumption
(R). Since 7/ < —, p- (X7, yj +w”) < T @ (p, (15)).

We now show that 37, of (p, (v5)) < p- (Xioy; +w”). I ri(p, (y;)) +m7” <
inf p - X; for all 7, then, recalling that p € S from Assumption (R’), one has
infp- D =0and infp- X = X", infp - X;. Consequently, >, o (p, (y;) =
Y infp- X <p- (3G, y; +w”). If for some 1, 7i(p, (y;)) + m7” > infp- Xj,

27



then
Sty ol (ps (y5) = nilps (y5)) + m7¥ + Xis af (p, (y5)

=7i(p, (y5)) + 77 + Xim(ad (p, (y;) + 7).
From the definition of 7%, we have o (p, (y;) + 7 < ri(p, (y;)) for all 7. Hence
Yty af (p, (y5) < X rilp, () <p- (X y5 +w”).

From the mean value theorem, there exists a convex combination (o (p, (y,)))
of (a7 (p, (y;))) and (a7 (p, (y;))) in Ty (p, (y;)) such that 35, of (p, (y;) = p-
(Z?:l y] + wy)'

Finally 7" is a lower hemi-continuous correspondence from S x [[7_; 9Y; into
R™ with nonempty, convex values. From Michael’s theorem, there exists a
continuous selection r¥ = (rY) of T, satisfying:

i (p, (yy) = p- (Cj=y; +w”) for every (p, (y;)) € PE (11)

and, for every :
riy(p7 (y])) > lnfp : Xz for every (pa (yj)) € APEVa (12)

Let us now consider the auxiliary economy & = ((X;, =;,77),(Y;), ¢,w").
Assumptions (P) and (C) are clearly satisfied in £”. Assumption (R) is also
satisfied in £ from (11), (12) and the continuity of .

Let us first consider the case of a general pricing rule. When 1/v < ¢, £
satisfies Assumption (PR) since & satisfies Assumption (PR). Let us now come
to Assumpton (BLS). If we let t§ = to — (1/v), then t§ > 0 since 1/v < t,
and A}, = Ay is nonempty and bounded. For every ¢ € [0, and every
(p, (yj)) € PE, if Z?:l yj—i—te € XV, then (yj) € A? = At+(1/y) with t—l—(l/]/) €
[(1/v),t5[C]O, to[. We then deduce from Assumption (BLS’) that p- (Z;‘:l yi+
(t+(1/v))e)) > inf p- X, which clearly implies p- (Z}Ll yj+te) >infp- XV =
infp- X — (1/v). For every t € [tg, ©"(tf)], every (p, (y;)) € S x Ay and every
(¢;) € @(p, (y;), if p € =Nxv(XJ_1y; + te), then p € —Nx (37 y; + (¢ +
(1/v))e) with (3;) € Areqrjpy and £+ (1/v) € [t + (1), 0"} + (1/v)] =
[to, ©(to)]. We then deduce from Assumption (BLS’) that there exists (y;) €
Ay, = Afy such that 377 (¢; — p) - (y; — 95) > 0.

In the case where ¢ = M P and Assumption (BS’) is satisfied in the economy
&, Assumption (BS) is also satisfied in the economy £” for v such that tf =
to — (1/v) > ©%(0) = ©(1/v) — (1/v). We first show that t§ > ©”(0) for
v large enough. Suppose on the contrary that t§ < ©%(0), i.e. that ¢, <
O(1/v) for every v € N*. For v large enough, M, is a subset of M,,, which
is compact under Assumptions (P), (C) and (BS’). From the definition of
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the function O, there exists s” € coM;,, such that ©(1/v) = 6(s”). From
Carathodory’s theorem, there exists then m(¢—1)+1 vectors (s}) in M/, and
A in the simplex of R™(~D+1 such that s¥ = >, \Ys¥. From the compacity
of the M;, and the compacity of the simplex, we can suppose without any loss
of generality that, the sequence (sy), converges to (5x) € My and that the
sequence (\”), converges to A. Consequently, the sequence (s¥), converges to
5:= 3", \uSi € coMy. Since the function 6 is continuous, passing to the limit
in tg < 0(s”) we get to < 6(5), which contradicts the fact that ©(0) < t.
Consequently, for v large enough, we have t§ > ©¥(0).

Note that A;’S = A, is nonempty and bounded. Furthermore, for every ¢ €
0,t4] and every (p,(y;)) € PE, if (y;) € Ay, then (y;) € Ayrqp) with ¢ +
(1/v) €]0,0], and we deduce from Assumption (BS’) that p - Y%, y; + (t +
(1/v))e) > infp - X, which implies p - (37_; y; +t) > infp - X"

Hence, for v large enough, from Theorems 1 and 3, there exists an equilibrium
in the economy &, i.e. there exists ((z7), (y7),p”) in L™ x L™ x S such that,
if we let By (p”, (v})) = {z; € X; | p” -z < rY(p”, (y}’))}, then:

— 1

for every 4, x} is a greater element for =<; in B (p”, (y)), (13)
for every j, yy € 0Y; and (p”,...,p") € (0", (y})), (14)
irl =Sy +w e (15)
5.2 Step 2

In this section we show that the sequence of equilibria of the economies £
converges to a quasi-equilibrium of the initial economy &.

From (15) we deduce that, for v large enough, ((z7), (v7), p”) belongs to the set
X,y X Ay, x S, where X, = {(z;) € [, X; | 3d € D : X" 2 +d—w € Ky, },
with Ky, = {37 y; + tee | (y;) € A} C X. Under Assumptions (P), (C)
and (BLS’) or (BS’), if ¢ = M P the set A;, is compact, and K, is a compact
subset of X. From Lemma 1, )/5150 is compact, and we can suppose without any
loss of generality that the sequence ((z}), (y}),p"), converges to an element

((x7), (y7), p*) € X,, x Ay, x S. Let us now check that ((x7), (y7),p*) is a
quasi-equilibrium of £.

Passing to the limit in (15), we get: 320", x7 = >0,y + w: ((z7), (y7), p*)
satisfies condition (c¢) of Definition 1.

For every j, since Y; is closed, y; € JY;. Furthermore, since ¥ is an up-
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per hemi-continuous correspondence [under Assumption (P) if ¢ = M P; un-
der Assumption (PR) otherwise], from (14) we get (p*,...,p") € B(p*, (¥)):
((x7), (y7), p*) satisfies condition (b) of Definition 2.

For every i, since X; is closed, 7 € X;. Furthermore, for every ¢, since
xy € BY(p¥,(y})) for v large enough, (p*,(y})) € APEY and r{(p, (y;)) <
o (p, (y;)) for every (p,(y;)) € APEY by construction, we deduce that p” -
wy < ri(p”, (yy)) — 277 for v large enough. From the continuity of r; [un-
der Assumption (R’)] and the fact that the sequence (77), converges to 0
(Lemma 6), we finally get p* -z} < r;i(p*, (7)), that is x; € Bi(p*, (y;)). Sup-
pose now that there is a consumer ¢ for which there exists x; € X; such that
p*exy < ri(ph (y;‘)) and z <; x;. Then, from the continuity of r; and <; and
from the fact that the sequence (77), converges to 0, for v large enough we
have p” - x; < ri(p”, (y7)) +m7” <r7(p”, (y7)) and z} <; x;, which contradicts
(13). Thus, ((z7), (y;),p") satisfies condition (g-a) of Definition 2. 0

Appendix: Lemmata

Proof of Lemma 1: First of all, remark that, since D and the consumption sets
X; are nonempty and convex from Assumption (C), theset X =>"" X; + D —w
is nonempty and convex. Moreover, it clearly satisfies X + D = X.

Let us now show that X is closed. From Assumption (C), the cones AX;, for all
i, and D are included in e*. So, one easily checks that they are positively semi-
independant, and this implies that X = >.7" | X; + D — w is closed [see (9) in
Paragraph 1.9 in Debreu (1959)].

Suppose now that there is a consumer ¢ for which inf e- X; = —oo. Then there exists
a sequence (z¥), taking its values in X; satisfying e-x; < 0 for every v and such that

v
v X

the sequence (||zY||), converges to +o00. For every v, let £V = EAR The sequence (&)
clearly takes its values in the compact subset AX; N By (0,1). We can thus suppose
without any loss of generality that it converges to some &; € AX; N BL(0,1). From
€7l = 1 we deduce that ||&]| = 1, hence & # 0. From & € AX;, since AX; C e,
we finally deduce that e - & > 0. But, since e - 27 < 0 for every v, we get e - & <0,
which is a contradiction. Consequently, we have ¢; = infe - X; > —oo for every 1,
ie. X; C {t;e} + et for every i. Hence, X =" X;+D—w C {> " t;—w}+eh,
and X # L.

Let now K be a compact subset of X. In order to show that the set Ax = {((x;),d) €
[T, Xs xD | Y 2;+d—w e K} is compact, we shall first prove that it is
bounded. Let ((z¥),d”) be a sequence in [[;"; X; x D such that > " a¥ +d" —w =
k¥ € K for every v. Suppose that [|((zY),d")||sc = max{max;{||z¥||},||d"||} tends

to +o00. For every v, let & = M% for every ¢ and §¥ = Mﬁ. Since

1((£7),6")|lc =1 for every v, we can suppose that the sequence ((&;),0") converges
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to some ((&;),9) € L™ x D satisfying ||((£),d)]| = 1. Note that & # 0 implies that
||z¥|| tends to 400, and consequently, & € AX;.

Since K is compact and k¥ € K for every v, passing to the limit in ) ;* & + 0¥ —
||(($Z,,)°7Jd,,)||oo = II((wi”;C,d”)Iloo we get Y " &+0 = 0, which implies that & = 0 for every
i and 6 = 0 from the positive semi-independence of the cones AXy,..., AXy, D.
Finally, ((&;),0) = 0 contradicts the fact that ||((&;),0)| = 1.

We now finish the proof by showing that A is closed. Let ((z¥),d”) be a sequence
in [T;%, Xi x D converging to ((x;),d), and, such that > ;" 2% +d" —w = k¥ € K for
every v. Since the sets X; and D are closed, ((z;),d) € [[;~, X; x D. Furthermore,
since K is compact, (k) has a sub-sequence, which converges to k € K. Thus,
Yot xi+d—w=kand ((z;),d) € Ak. 0

Proof of Lemma 2: We shall omit the subscript j for the sake of clarity.

We first establish that, for every s € el, there exists a real number A\ such that
s — Xe € Y. Indeed, let v/, y” be elements in L such that 4/ € Y and ¢y’ € Y. Let
t > —min{p- (v —s) | p € S}. Then s —te € Y. Indeed, it suffices to show from the
free-disposal assumption that s — te € ¢y — D or equivalently that ¢y — s +te € D.
From the Bipolar Theorem [see Theorem 14.5 in Rockafellar (1970)], this is true if
forallp e S, p-(y —s+te) > 0. This last condition holds true from our choice of ¢.

Let t < min{p-(s—9") | p € S}. Then s — te ¢ Y. Indeed, it suffices to show
from the free-disposal assumption that s — te € 3” + intD or equivalently that
s —y"” —te € intD. This is true if for all p € S, p- (s —y” — te) > 0. This last
condition holds true from our choice of t.

Finally, the set {t € R | s —te € Y} is non-empty and bounded below. We let
A =inf{t € R| s —te € Y}. One checks that s — Ae € 9Y since e € intD.

We now show simultaneously the uniqueness part and the fact that the function A
is Lipschitz continuous. Let s1, sy be elements in el and let A\; and )9 such that
y1 = S1 — Are € Y and yo = s9 — Age € JY. Without any loss of generality, we can
assume that A\; > Ag. Suppose that y; — y2 € —intD. Then y; € yo —intD C intY,
which contradicts the fact that y; € dY. Thus, we have y; —yo € —intD, and there
exists p € S such that p- (y1 —y2) > 0. This implies p- (s1 — s2) + A2 — A1 > 0 since
p-e=1. Hence:

A1 =X = A1 — A2 <p-(s1—s2) <max{q-(s1 —s2)|qe€S}

The function from e’ to R, which associates max{q-o | ¢ € S} to o, is a finite,
convex, homogeneous of degree 1 function. Consequently, it is locally Lipschitz con-
tinuous at 0 and with the homogeneity, one deduces that it is Lipschitz continuous
on et. Consequently, there exists & > 0 such that max{q-o | ¢ € S} < ko] for all
o € et. Finally, one gets | Ay — A2 |< kl|s1 — s2]|.

This shows firstly that, for every s € e, the element A(s) is uniquely defined since
$1 = s9 implies that Ay = Ag. Secondly, this shows that the function A : el > Ris
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Lipschitz continuous of rank k.

Let us now establish the fact that Y = {y € L | A(proj.. (v)) + (v - ¢/||e]|?) < 0}.
Indeed, if y € Y, then one has y = proj.. (y) + (v - ¢/||e|*)e, and the definition of A
implies that A(proj.. (v)) < —(y-e/|le||?). Conversely, if A(proj.. (v))+(y-¢/|e|?) <
0, then one has

y = proje. (y) + ze = proje. (y) — A(projes (y))e + (A(proje: (1) + 5 ) e.
Since proj,.(y) — A(proj..(y))e € Y and Y — Rye C Y, this implies that y € Y.

We end the proof by showing that the mapping A : s — s — A(s)e has Proj.1 gy
the restriction to dY of the orthogonal projection onto e*, for inverse. One clearly
has proj,. (s — A(s)e) = s for every s € e’, and we now show that proj,.(y) —
A(proj..(y))e = y for every y € 9Y. Indeed, one has y = proj..(y) — te with
t= —ﬁ and the above uniqueness property and the fact that y € Y imply that

A(projeL (y)) = t. 0

Proof of Lemma 3: Let us first show part (BL) of Lemma 3. If for all v > 0, part
(BL) is false, then there exists a sequence (p”, s¥), in S x (e*)"™ and a sequence (q7)v
in S" such that, for every v, s € Bi \ intMy,, p” € —Nx(projx(3_7_; A;(s¥))),

(¢7) € p(p”, A(s”)) and D77 (¢ —p”) - (Aj(s7) — ;) < 0 for every (;) € Ag,. Since
the sequence (p”, s”), is bounded, we can suppose without any loss of generality that
it converges to some element (p,s) € S x (et)". From s” € B \ intM;,, we deduce
that s € By = coMy, and s & intM,,. From p” € _NX(pTOJ?X(Z?:l A;(sY))), we
deduce that p € —Nx (projx (>_7_; Aj(s7))), hence p € —Nx (3°7_; Aj(s;)+te) with
t € [to,O(to)] since s € coMy, \ intMy,. From (¢7) € p(p”,A(s”)) and the upper
hemi-continuity of the normalized general pricing rule @, we can suppose that the
sequence (g} ) converges to some (g;) € $(p, A(s)). We finally deduce that >°%_; (g;—
p) - (Aj(s;) — y;) <0 for every (y;) € Ay, which contradicts Assumption (BLS).

Part (BS) of Lemma 3 is a consequence of Part (BS) of Assumption (BLS) and of
part (BL) of the lemma [see Remark 3]. 0

Proof of Lemma 4: We first remark that, from Lemma 2, we have:

Y= {yeL|x i)+ e/l <0}

Let A be the linear mapping from et x R to L defined by A(s,t) = s — ”tT”e.
One easily checks that Y; = A(epi(|le[[Aj)), where epi(]e||A;) is the epigraph of the
function ||e||A;, that is epi(|le][A;) = {(s,t) € eX x R | t > |le[[Aj(s)}. The mapping
A:elt xR — L is an isometry if ||(s,t)|| = \/||s]|? + t2 is the Euclidean norm on
et x R. Hence, for all (s,t) € epi(|le||\), Ly, (A(s, 1)) = A (J_epi(”eu)\j) (s,t)>, which
implies Ny, (A(s,t) = A (Nepi(”eu)\j)(s, t)) Furthermore, from Corollary of Theorem
2.4.9 in Clarke (1983), we have:

O(eln)(s) = { p € et | (0. ~1) & N (5. lellAs(5)) } -

32



From these two results, one deduces that:
Olelr)(s) = {p e e | pt hye € Ny, (4509 }-

oticing that i(s) = = el|A;)(s) an v: (Ai(s)) C rom the Iree-disposal,
Notici hat O\ ”2”8 Aj d NJ A;j P f he free-di 1
one deduces that:

OXj(3) = Ny, (Aj(5)) N S — {(1/le]*)e}

Finally, the correspondence dJ;, from el into itself, is upper hemi-continuous with
non-empty, convex, compact values since \; is Lipschitz continuous [see Proposition
2.1.2 in Clarke (1983)]. 0

Proof of Lemma 5: From Lemmata 3.1 and 3.2 in Bonnisseau and Cornet (1990b),
under the assumptions of Lemma 2, there exists an open neighborhood € of Mg,
two positive real numbers «, v and an infinitely differentiable mapping F': Q@ — E
such that:

0 < a <inf F(s) - A(s') for all s,s" € Q satisfying ||s — §'|| < v. (16)

Moreover, for every s € Q, if £(s,-) denotes the maximal solution of

and I(s) the maximal interval of definition of £(s,-), then £(s,-) is a C° mapping
from I(s) to €2, and there exists a compact neighborhood K C € of My, and a
Lipschitz continuous function 7 : K — R such that, for every s € K:

7(s) € I(s) and 0 < —7(s) <| a —0(s) | /e, (17)
0(&(s,7(5))) = a (18)

Since M, C intM C M, we have OM C K and we can define the mapping
H:0M x[0,1] — E as follows:

(s —&(s,t7(s)))/t ift #0,
—7(s)F(s) ift=0.

H(s,t) =

H is clearly continuous since £ is the solution of the differential equation. For every

(s,t) € IM x [0, 1];

(a) inf H(s,0) - A(s) > 0;
(b’) H(s,1) € —intTr(s);

(c) H(s,t) #0.
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Indeed, for every s € OM, H(s,0) = —7(s)F(s). Therefore, from (16) and (17),
inf H(s,0) - A(s) = —7(s)inf F(s) - A(s) > 0.

Moreover, for every s € OM, H(s,1) = s — &(s,7(s)). But, from (18), £(s,7(s)) €
OM, C int M. Since M is a closed, convex subset of ¥ and s € dM, we then deduce
that H(s,1) € —intT(s).

Let us finally show that H(s,t) # 0 for every (s,t) € OM x [0,1]. From (16),
this is true for t = 0. Now, from (16), the mean-value Theorem and the fact that
06(s) C A(s), one deduces that 6(&(s,t)) is a strictly increasing function of t.
Consequently, s = £(s,0) # &(s,t7(s)) for all ¢ > 0, which implies that H(s,t) # 0.

0

Proof of Lemma 6: For every v € N*| we have 77 < —1/v < 0. If the sequence
(7¥) does not converges to 0, then there exists ¢ > 0 and a strictly increasing
sequence of natural numbers (v,) such that 77# < —¢e for every u € N. For p
large enough, 1/v, < € implies that mini<;<,,{inf r;(APE"*) —infp - X;} < —e¢,
and there exists a consumer *# and an element (p”», (y;./“) € APE"" such that
rivn (PVr, (y;/“)) —inf p¥» - X;vu < —e. Since, for u large enough, APEY" is a subset
of S x Ay, which is compact under Assumptions (P), (C) and (BLS’) or (BS’) if
¢ = MP, we can suppose without any loss of generality that the sequence ("),
is constant, say equal to i, and that the sequence (p"#, (yjy" )) converges to some
element (p, (y;)) € APE. From the continuity of r; and the upper semi-continuity
of p — inf p- X, passing to the limit in r;(p"*, (y;/“)) —infp"r - X; < —¢, we finally
get ri(p, (y;)) < infp- X;, a contradiction with Assumption (R’). O
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