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Abstract

In this paper, we consider an economy with infinitely many commodi-
ties and market failures such as increasing returns to scale and external
effects or other regarding preferences. The commodity space is a Banach
lattice possibly without interior points in the positive cone in order to
include most of the relevant commodity spaces in economics. We propose
a new definition of the marginal pricing rule through a new tangent cone
to the production set at a point of its (non-smooth)-boundary. The ma-
jor contribution is the unification of many previous works with convex or
non-convex production sets, smooth or non-smooth, for the competitive
equilibria and for the marginal pricing equilibria, with or without exter-
nal effects, in finite dimensional spaces as well as in infinite dimensional
spaces. In order to prove the existence of a marginal pricing equilibria, we
also provide a suitable properness condition on non-convex technologies to
deal with the emptiness of the interior of the positive cone. Mathematics
Subject Classification: 91B50

Keywords: Marginal pricing rule, Banach lattices, Market failures, General
equilibrium.

1 Introduction

General economic equilibrium theory, with infinite dimensional commodity spaces,
has been a growing topic during the eighties and nineties and is still a very ac-
tive field, which allows to incorporate some non-competitive behavior such as
asymmetric information. Since [1], the literature has considered infinite dimen-
sional spaces with an order structure to encompass several economically relevant



features such as commodity differentiation, uncertainty and infinite time hori-
zon among others. The above extensions are not straightforward extensions of
the well documented finite dimensional case. Indeed, closed and order bounded
sets are not compact, equilibrium prices are not necessarily continuous and joint
continuity does not hold among other difficulties.

The first part of that literature was mainly considering Banach lattices ([2],
[3], [4] and [5] among others). The contributions of [6], [7] and [8] have shown
that the existence of a general equilibrium whose commodity space is a vector
lattice is guaranteed if the price space is also a lattice. More recently, [9] and
[10] showed that the lattice structure can be left out, when Walrasian economies
are considered.

The above literature only deals with convex production sets and the com-
petitive case. The marginal pricing rule behavior comes from [11] in order to
treat the case, when profit-maximization is no longer suitable. For instance,
it happens when there are increasing returns to scale or more general types
of non-convexities in production. A proper mathematical treatment in a fi-
nite dimensional setting was first provided in [12] and then generalized in [13]*
through the Clarke’s tangent cone. Indeed, for a production plan y; € Yj, a
vector y € R belongs to the Clarke’s tangent cone if for every sequence (y]")
in Y; converging to y; and every sequence (¢") in |0, oo[ such that ¢t | 0 there
exists a sequence (y") in Y; converging to y such that yi +i"y" €Y; for all
n € N ([14]). The tangent cone can be geometrically interpreted as a first order
approximation of the set y; —Y};. The advantage of this cone among many others
in non-smooth analysis, is that it is always convex and lower semi continuous
under a standard free-disposal assumption. The marginal pricing rule is then
defined by the fact that prices belong to the Clarke’s normal cone, which is the
polar of the Clarke’s tangent cone. When the commodity space is R”, we can
directly define the normal cone as the convex cone generated by the vectors or-
thogonal to Y; at y; and the limits of vectors which are orthogonal to Y; in the
neighborhood of y;. In economic words, the marginal pricing rule means that
the j-th producer fulfills the first-order necessary condition for profit maximiza-
tion. The Clarke’s normal cone enjoys also the nice property to coincide with
the normal half line when the production set is smooth or with the Minkowski
normal cone when the production set is convex.

Using the Clarke’s normal cone, [15] provides a proof of the existence of a
marginal pricing equilibrium when several firms have non-convex technologies.
This paper, in turn, has been generalized in two ways by considering exter-
nalities and by considering infinitely many commodities. In the first case, the
motivation comes from the fact that external factors are, very often, source of
non-convexities in both production and consumer preferences. [16] have shown
by means of an example that the Clarke’s normal cone to the production set
for a fixed environment is not longer the right concept since the graph is not
closed with respect to the external factor. Consequently, the marginal pricing

I The original working paper was published in 1982 and became well known among theorists
before its publication in 1990.



rule given an external factor must consider not only the close productions for
the same level of external effect but also those which are associated to different
but close levels of external effect. This means that the producer takes into ac-
count the change of the shape of the production set around a given production,
when the external effects vary. The new cone they obtain is larger than the
Clarke’s one which is actually the cost to be paid to get a normal cone with
a closed graph. Some papers, [17], [18] and [19], have studied the marginal
pricing equilibria with infinitely many commodities but only in the space L.
When externalities are added the same space was used by [20] and [21]. So
far, no additional results has been established with non-convexities and/or with
externalities in an infinite dimensional setting.

The aim of this paper is first to consider Banach lattice as commodity space
to encompass most of the relevant economic models. Second, we provide a suit-
able definition of the marginal pricing rule based on a tangent cone in Banach
lattices for non-convex production sets with external effects. This definition is
extending the previous ones in the literature in the sense that if the produc-
tion sets are convex, the marginal pricing rule coincides with the competitive
behavior, if the production sets are smooth like in [22, 20, 21], we recover the
standard unique normal price, in a finite dimensional space without external
effects, we recover the Clarke’s tangent cone, with external effects, the marginal
pricing rule introduced in [16], and if the commodity space is Lo, the concept
coincides with the one of [18]. Third, to overcome the difficulty coming from
the emptiness of the positive cone, we exhibit a suitable properness condition
on productions, which is inspired by the one of [23]. Our main result is to get
the existence of a marginal pricing equilibrium under assumptions at the same
level of generality than those for the competitive equilibrium.

The motivation for proving existence in such a general framework is not
only theoretical but mainly because it allows to cover the relevant economic
applications. As pointed out previously, we can encompass many interesting
topics like uncertainty, infinite horizon and commodity differentiation among
others. Specifically, some of these contexts are (i) endogenous growth models a
la Romer [24] or [25]. In these models external effects play a key role and the
idea of sustained growth requires to consider infinitely many periods. Further,
in both models production exhibits increasing returns to scale which is a special
case of non-convexity. (ii) Product differentiation and international trade: [26]
bases his model on increasing returns and product differentiation and shows the
correlation between market size and trade in differentiated products which is
relevant with an infinite dimensional commodity space. (iii) Financial markets
with bankruptcy chains: a typical form of externality is what can be generated
through a “chain” of default values between agents holding “short” and “long”
positions, possibly interrelated mutually. In these context, models of general
equilibrium with incomplete markets with default or bankruptcy and infinitely
many states of the world fit as special cases of our model (see, for example, the
special issue of Journal of Mathematical Economics, 1996).

From a mathematical point of view, the definition of the new tangent cone
combines the tools of the Clarke’s tangent cone extending by the one in [16] to



encompass the externalities and the one of [18] for the infinite dimensional. But
to overcome the fact that the open ball may not be order bounded, we have to
combine weak* open neighborhoods and order intervals to get the desired con-
tinuity properties. Another contribution of the paper is to provide a so-called
local star-shaped assumption on the production sets to avoid an abstract condi-
tion (Assumption TC) borrowed from [18]. This assumption is satisfied in finite
dimensional spaces thanks to the free disposal assumption or when production
sets are convex. It translates the idea that the shape of the production set is
not too chaotic like a fractal. It has the advantage of being directly set on the
production sets and not as a property of the tangent cone.

As for the existence proof, we first consider the case where the interior of
the positive cone is nonempty. Then we use the method of [27] by considering
the limit of a sequence of equilibria in suitable truncated economies with finite
dimensional commodity spaces as in [18]. To consider the case where the positive
cone has an empty interior, we first restrict the commodity space to the principal
ideal generated by the vector e. Then a new topology is generated on the
restricted space which is stronger than the relative (norm) topology, so that the
interior of the positive cone is non-empty. We get the existence of an equilibrium
with this restricted commodity space by using the first step. To go beyond, a
key properness assumption is required to prove that equilibrium in the restricted
space is actually an equilibrium in the original economy. More precisely, the
question at stake is to extend the price functional from the principal ideal to
the whole space as it is the case for competitive equilibrium but also to check
that the necessary assumptions are inherited when we restrict the commodity
space to the order ideal. That is why we adapt the properness condition of
[23] to our setting. Nevertheless, we need a uniform properness instead of a
pointwise properness since the definition of the normal cone involves not only
the reference production but also productions in a neighborhood. To the best
of our knowledge, the properness condition in [28] is the only one involving non-
convex productions sets. It is suitable for supporting weakly Pareto optimal
allocations but not for the more demanding existence result.

The paper is organized as follows: Section 2 deals with the mathematical
structure. Section 3 presents the model and the Assumptions together with
the specification of the new marginal pricing rule. In Section 4, we state an
existence result, when the interior of the positive cone has a non-empty interior.
Then, in Section 5, we extend the analysis to more general Banach lattices whose
positive cones have an empty interior. For that purpose, we state our properness
condition. Several technical proofs of propositions, lemmas and theorems are
given in Appendix.

2 Terminology and Notation
Let L be a Banach lattice, i.e., a Riesz space equipped with a complete lattice

norm denoted by || - ||. The space L is also endowed with a Hausdorff locally
convex-solid topology 7, which is weaker than the norm topology and such that



all order intervals are T-compact®. Ly = {z € L : x > 0} is the positive cone of
L which is 7-closed.

Let L* be the topological dual of L. For x € L and 7 € L*, w(x) is the
evaluation or the value of the commodity bundle = for the price 7. We denote
by o* the weak* topology on L* and by || - ||* the dual norm. Let LM be the
product space given by the cartesian product of M copies of the space L. If
each space L is endowed with the topology 7, we denote by [[, » 7 the product
topology of L. The product space LM is also a Banach lattice. For all z € L,
+(x) is the set of T-neighborhood of x and for all z € LM, L _(2) is the set

L

of [], a T-neighborhood of z.

Let A: LM — L be a correspondence. We say that A has 7-closed values if
for every z € A, A(x) is a T-closed subset of L.

For further details on infinite dimensional spaces and Banach lattices, we
refer to [31] and to [30].

3 The Model

There are finite sets of consumers and producers I and J respectively. Each
element z = ((2;)icr, (yj);es) belongs to LI+ where L+ is the product space
given by the Cartesian product of #1++#.J copies of the space L. Each consumer
1 has a consumption set and a other regarding preference relation, which depends
upon the actions of the other economic agents. Formally, for each i € I, X; :
L'*7L, is the consumption correspondence. For the environment z € L+,
X;(z) C Ly is the consumption set of the i-th consumer. We denote by ; . the
binary preference relation of agent i on the set X;(z). This relation is assumed to
be complete, reflexive and transitive. The relation of strict preference z >=; , «’
is then defined by z >=; , =’ and not 2’ =; , . We do not assume that we can
compare two commodity bundles if they do not share the same environment.
Let w; € Ly be the initial endowment of the i-th agent such that w; € X;(z)
for all z € L'/, Let us denote the total initial endowment of the economy by
W=, wi #0.

Each producer j has a production set which also depends upon the actions of
the other agents. For each j € J, Y; : L't/ L is the production correspondence.
For the environment z € L™/, Y;(z) C L is the set of all feasible production
plans for the j-th producer. We denote the | - [|-boundary of Y;(z) by 9Y;(2)3.

2The norm is a lattice norm if for all (z,€) € L2, |z| < |€| implies ||z|| < ||€|| where |z] is
the absolute value of z, that is V0 + (—z) V0. B(0,1) = {z € L : ||z|]| < 1} denotes the
open ball of center 0 and radius 1, B(0,e) = B(0, 1) the open ball of center 0 and radius ¢,
B(x,e) = x +¢B(0, 1) the open ball of center x and radius €, B(0,1) = {z € L : ||z|| < 1} the
closed ball of center 0 and radius 1. A subset E of L is called solid if for all (z,y) € E X L,
if |ly] < |z| then y € E. For z,y € L with # < y, the interval [z,y] is defined by the set
{z € L:x <z <y} . The principal ideal generated by = € L is L(z) = UnE n[—x, z] which
is a vector sublattice of L. An element z € L is an order unit if L(z) = L. The || -||-topology
is locally solid with a base of neighborhoods of zero which are radial and circled sets.

3We are considering productions on the boundary of the production set since under the
free-disposal assumption when f Ly #0,0Y(z)={yeL:{yr+ f Li)NY;(z) =0}



The price set is given by S = {w € L% : ||7||p- = 1}.

Let 7; : 'T/ — be the wealth function of the i-th consumer. If 7 € S and
(yj)jes € Il ey Yi(2), her/his wealth is r;(m(w;), (7(y;))jes). This encompasses
the private ownership economy as a particular case, i.e., when r; (7 (w;), (7(y;))jes) =
m(w;) + > ey 0im(y;) for 03 >0 and 3, 0;; =1 forall j€ Jand i€l

For a given environment z € L/*/ and a given initial endowments w’ € L,
we denote by A(w’, z) the set of attainable productions, that is,

AW’ 2) ={p) e [[ov;(2) : D yj+u' € Ly}

jeJ jeJ

In order to consider only consistent situations, we define the set

Z = {z = ((x:)ier, (yj)jes) € L't Vi€ I, z; € Xi(2); Vj € J, y; € 0Y;(2)}

The set of weakly efficient attainable allocations corresponding to a given
total initial endowment w’ € L is given by

AW') = {2 = ((@i)icr, 9))jes) €Z: Y wi =) yj+w'}
iel jed

Finally, we introduce e € L, as a reference commodity bundle satisfying
lle]l = 1. A natural candidate is e = w/||w|| but this is not always the right
choice. Indeed, when L is the space L., of essentially bounded measurable
functions, it is convenient to choose e = x the constant function equal to 1.

In the following, we consider two cases namely when the interior of Ly is
nonempty or when it is empty. In the first case, we assume that e belongs to
the interior of L. In that case, since 0 belongs to the interior of the order
interval [—e, e], then the norm || - || is equivalent to the lattice norm associated
to e defined by:

lz]|e = inf{t €4: |z| < te}

So, we will then assume that the norm || - || is actually the norm || - ||, which
implies that the closed balls are actually order intervals.

When the interior of L, is empty, we assume that e is a quasi-interior point
of L, (i.e. e is strictly positive), which means that the principal ideal L(e)
generated by e is norm-dense in L.

3.1 Marginal Pricing Equilibrium

The economic motivation for the study of the marginal pricing equilibrium comes
from the second theorem of welfare economics telling us that at a Pareto optimal
allocation, there exists a common price satisfying the marginal pricing rule for
each producer. A producer follows the marginal pricing rule with respect to a
given price at a given production if it maximizes the profit not necessarily on
the whole production set, as it is the case when the production set is convex,
but on a first order approximation, which is formally defined as the tangent



cone at the given production. This result holds true in very general frameworks
(see, e.g., [12], [29], [32] and [18]) where the marginal pricing rule is defined by
a notion of normal cone, the set of outward direction, which is the dual of the
tangent cone, the set of inward or quasi-inward directions.

But, when we depart from the convex production sets where the Minkowski
normal cone is the only relevant one, there are many possibilities, many nor-
mal cones, to define the marginal pricing rule, specially in infinite dimensional
spaces. It is known since [33] that some of these normal cones are compatible
with the existence of an equilibrium and some other no. This is mainly due to
two key properties, convexity and closedness of the graph. But, on the other
hand, the smaller is the normal cone, the more informative is the existence re-
sult. So, we have to combine these two opposite criteria in the search of the
right definition of the marginal pricing rule.

In finite dimensional space, the Clarke’s normal cone as introduced in [13]
and extended in [16] to encompass externalities is the right concept and, in
some sense, the smallest one. Unfortunately, its graph is not closed for the
relevant topologies in infinite dimensional commodity spaces. The existence
proof requires the closedness for the weak and weak-star topologies, whereas
the Clarke’s normal cone is based only on the norm topology. That is why
we borrow from [18] an adaptation of the definition of the Clarke’s normal
cone to introduce weak open neighborhood. But, since these neighborhoods for
the weak topologies are very large, actually always unbounded, we make this
transposition into two steps in order to get a smaller normal cone. Actually, we
first consider a bounded neighborhood of the relevant parameters represented
below by the parameter p and then we take the intersection for all non-negative
p-

Furthermore, in Riesz spaces, we can also use the order structure and order
intervals to define order convergences. But, we have to distinguish between the
case where the positive cone has a nonempty interior or not. Indeed, when
the interior is nonempty, the norm closed unit ball is an order interval and so
there is no need to consider order intervals. But, in this paper where we deal
with general Riesz spaces, we also introduce the order interval r[—e, e], in the
definition below to measure the “distance” to the production set, which is tighter
than the ball B(0,re). So, the definition of the tangent cone is as follows:

For every (§;,2) € 0Y;(z) x Z C LY and p > 0 we let:

371 > 0 such that V r > 0,
v GHLH—J L (2), Uer (y5) and e >0
V2 € B(z,p) NV,
v € B(g;.p) N UNY;(2)
and V t €]0,¢[, 3 £ € r[—e, €] such that

7+t + (5 — 7)) +€) € Yy (2))

Then, we define the set

7-3%(2)(373') = ﬂp>07A—y€(z)(ﬂj)'



By polarity, we define
Ny, (55) = [Ty, () (@7))° = {m € L s w(v) <0 Vv € Ty (57)}-

To comment this definition, we remark that the introduction of the neigh-
borhood V for the parameter z is the way to take into account the external
effects on production. Then, the intersection over the parameter p and the per-
turbation of v by the additional term 7(y; — ;) is a way to get the conditional
closeness of the graph with respect to the topology 7. Finally, choosing £ in the
order interval r[—e, €] is the way to narrow the range of £, or, in other words, to
say that the vector g +¢(v +n(g; — ¥})) is close to the set Y;(2') for the order
relation which is tighter than the norm. Actually, if e belongs to the interior
of L, then we can replace the order interval by a ball, which is closer to the
standard definition of a tangent cone in the spirit of Clarke [14]. Finally, note
that the set fyj(z)(gj) is not necessarily convex.

From an economic point of view, the idea is very simply: for computing
prices, the owner of the j-th firm observes not only the current production plan
y; given the environment z, but also all production plans y; close to y; that are
consistent with the environments 2z’ which are close to z. This is the same idea
in the models of [34], [35] and [18]. The main difference is the mathematical
notion of nearness that we use.

The marginal pricing rule is formally defined as: given (§;, z) € 9Y;(z) x Z,
the j-producer chooses the prices in ./\A/yj(z)(yj) N S. In words, to compute the
prices according to the marginal pricing rule, the producer takes into account
the fact that his production set depends on external effects. Finally, the set of
production equilibria is PE = {(m,2) € Sx Z : 7 € ﬂng./\A/'yj(z)(yj)}

We are now able to state the definition of a marginal pricing equilibrium.

Definition 1 A marginal pricing equilibrium of the economy £ is an element
(z = (@3)icr, (Yj)jet), ™) in Z x S such that:

1. w(z;) < ri(m(ws), (m(y;))er) and m(x}) > ri(m(w;), (7(y;))jes) whenever
x>, x; forallie I

2. me N;/j(z)(yj) NS foralljeJ

8D ier®i =) jeg Vi Tw

3.2 Basic Assumptions

We now posit the following assumptions. Some of them became standard in the
literature with increasing returns

Assumption (C)
Forallt eI

1. X; is a convex-valued correspondence with a ([];;+s 7,7) closed graph.
Furthermore, for all z € L7, 0 € X;(z) and X;(2) is a solid subset of
L.



2. For all z € L'+ the half-line {de : § > 0} is included in X;(z). For all
x; € X;(z) and for all § > 0 there exists a neighborhood V S (2)
L

such that z} + de € X;(2') for all 2/ € V.

3. For every z € L'+/ and all Z; € X;(z) both sets {2} € X;(2) : x} =, 7;}
and {2} € X;(2) : & =i, x;} are || - ||-closed. For all 2} € X,(z) such that
X =i, for all t €]0,1[, tz} + (1 — t)x; >;, x;. For every z € A(w),
there exists (z7)icr € [[;c;(Xi(2) N L(e)) such that a} ;. x; for all i € I.

4. The set G; = {(«},7;,2) € L? x L'+ (2}, 7;) € X;(2)%, 2} =i Z;} is a
(I - || x 7 x [1pr+s 7)-closed subset of L? x Lt

5. The wealth function r; : R/ — R is continuous and increasing. Further-

more, for all ((’07;), (vj)) € RIJrJa Zie] Ti(viy (Uj)jEJ) = Zie] (%% +Z_jejvj
and if Do, ri(vi, (vj)jes) > 0 then ri(v;, (vj)jes) > 0 for all 4.

Assumption (P) For every j € J
1. Y;: L'/ L has a ([]r4s 7, 7)-closed graph.

2. For every z € L7, Y;(2) N Ly = {0} and Y; satisfies the free-disposal
condition, that is, Y;(2) — L4 = Y;(2).

3. For all z € LI/, for all §; € 9Y;(z) and for all § > 0, there exists
Vv S (z), such that g; — de € Yj(2') for all 2/ € V.
L

Assumption B (Boundedness) For all w’ > w
there exists b € such that, for all z € Z, A(w',2) N L(e)? C [~be, be]”.

Assumption SA (Survival) For all z € Z, for all ¢ €, and for all
(m,(g5)) € Sx A(w+te, z), if m € NjesNy,(2)(7;), then 7(3_,c ;¥ +w+te) >0

Assumption TC (Tangent cone) For all z € Z, for all j and for all
gj € 51/](2), 0e TYJ(Z)(QJ)

Remark 1. Note that we assume non-satiation only on the attainable sets.
Together with the convexity of preferences, we have local non-satiation. We
assume continuity of preference relations with respect to the external factors
and to the consumption bundles.

Remark 2. Assumption C(1) states that X;(z) is solid (i.e., it contains
order-intervals). We do so because we are considering consumption sets which
are not equal to the positive cone L, (See [4]). We make use of this property
in Section 5.

Remark 3. By C(1), X;(z) is a closed and convex subset of L. Hence, by
C(2), one gets that for all z € X;(2), z + de € X;(z) for all 6 > 0. We note that
Assumption C(2) also implies that if a net (27) [[,r+s T-converges to z, then
for every o} € X;(z) there exists a sequence (t7) € [0, oo which converges to 0



and such that 2 + t7e € X;(27) for all 4. This is stronger than the standard
lower hemi-continuity condition on X;, which will be exploited in Section 4.

From an economic point of view, since z + de is a possible consumption,
Assumption C(2) means that a perturbation of the externalities in a well chosen
small neighborhood V' will not produce a so large effect on the consumption
possibilities as to z + de would be no longer possible. Thus a small change
in the externalities has a relatively small impact in consumption and can be
counterbalanced by a small move along the half-line generated by e.

Remark 4. Assumption C(3) says that feasible consumption vectors are
non-satiated in L(e) rather than in L. However, as we shall see later, L(e)
includes the relevant commodity bundles in the economy. We refer to [8] who
states an analogous assumption for a competitive economy.

Remark 5. With regard to the production sets, Assumption P(3) implies
that if a net (27) [[, s T-converges to z, then for every y: € Yj(z) there
exists a sequence (t7) € [0, o[ which converges to 0 and such that y; —t7e €
Y;(27) for all 4. As in Remark 3, we point out that this is stronger than the
standard lower hemi-continuity condition. Nevertheless, in finite dimensional
spaces, P(3) is satisfied if z — Yj(2) is lower hemi-continuous under the free
disposal assumption.

This assumption is economically interpretable similarly to the one on the
consumption side. We point out that, in [20], there have been posited less
strong assumptions than C(3) and P(3) although they were less economically
meaningful. Besides the economic interpretation there is a technical reason for
Assumption P(3). We need it in order to prove that profit maximization is the
behavior followed by producers when production correspondences are convex-
valued (See Proof of Proposition 3 (6)).

Remark 6. Boundedness assumption says that feasible production vectors
belonging to a principal ideal are order bounded which, in turn, implies that
the attainable set in L(e)!*” belongs to [~w’ — #Jbe,w’ + #Jbe].

For spaces whose positive cone has a non-empty interior, Assumption B is
automatically satisfied if A(w’) is norm-bounded.

Remark 7 As consequences of Assumption TC, we have —L C 7A'yj(z)(zjj)

and /(/;fj(z)(gjj) C L. Later we will show that /\Afyj(z)(gjj) is not reduced to the
null vector. This Assumption is also made in [18].

The following assumption is stronger than Assumption TC but it exhibits
two advantages: first, it is stated directly on the production sets, not on the
tangent cone, and it has an easier economic interpretation as a reinforcement of
Assumption P(3).

Assumption SP(3) For all z € L'/ for all §; € 9Y;(z) and for all
0 > 0 there exists V ST (2), U €; (y;) such that for all 2’ € V, for all

I
7, € Y;(z') N U, for all t €)0,1], (5; — de) + (1 — )7, € ¥;(=').
If Yj(-) satisfies Assumption SP(3), we say that Yj is [[, 1+, 7-locally star-
shaped with respect to §; — de whenever §; € Y;(z). We easily check that As-
sumption SP(3) is stronger than Assumption P(3). If Y;(z) is convex for all z,

Assumption SP(3) is clearly a consequence of Assumption P(3). Now we prove
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that Assumption TC is satisfied if Y; satisfies Assumptions P and SP(3).

Let z € Z and y; € 0Yj(2). Let p > 0 and take n = 1. Let r > 0 and choose
6 > O smaller than r. Let V and U be the weak-open sets as given by Assumption
SP(3) and e = 1. Then, for all 2’ € B(z,p)NV, for all §; € B(y;,p) N U NY;(2")
and for all ¢ €]0, e[, we have that the vector #(g; — de) + (1 — )7} = ¥} +t(g; —
y; — de) € Y;(2'), which means 0 € 7:5]_(2)(37]-). Since this is true for all p, we

conclude that 0 € 7A'yj(z)(gjj).

We finally remark that Assumption SP(3) is a consequence of Assumption
P(3) when L is finite dimensional. So, Assumption SP(3) is necessary only to
deal with infinite dimensional spaces in the non-convex case.

If Assumption P is satisfied and L is finite dimensional, let z € L'+ and g; €
Oy, (z)(¥j)- Let § > 0 and V' be the neighborhood of z coming from Assumption
P(3) that is y; — de € Y;(2’) for all 2’ € V. Let us consider the neighborhood
of y;, U ={y; — de} + [ L. From the free-disposal assumption and since L is
finite dimensional, the norm topology is equal to the weak topology. Thus, for all
2/ eV, forallg; € Y;(2')NU and for all t €]0, 1, the vector ¢(g; —de)+(1-1)y; =
y; — t(y; — y; + de) belongs to Y;(z') from the free-disposal assumption and the
fact that g — g; + de belongs to L.

3.3 Comments on the Marginal Pricing Rule

Proposition 3 below allows us to compare the marginal pricing rule with the
existing ones in the literature. We first define two correspondences in order to
compare with the existing notions in finite dimensional commodity spaces. For
every (§;,2) € 0Y;(2) x Z C L*1+7 | we let

R Vr>03e>0 :V2 € B(z,¢)

Ty, () (7)== qv € L: Vy; € B(y;,e) NY;(2'), Vvt €]0,¢]

3Ee€ B0,r) 75 +tv+&) €Y;(2)
and

Ny, (2 (#;) = [Ty, () (@)]° = {m € L* : w(v) < 0 Vv € Ty, () ()}

Proposition 2 Suppose that Assumption P holds, then for every (y;,z) in
0Y;(z) x Z

1. Tm(z)(gjj) is a convex cone and —Ly C Tyj(z) (7).

2. Tyj(z)(gj) C Ty, (z)(7;) where the former is the Clarke’s tangent cone to the
set OY;(z) at the vector §;. Without externalities, both notions coincide.

The proof is given in Appendix. The inclusion for the tangent cones implies
the reverse inclusion for the normal cones: Ny, (.y(7;) C Ny;)(7;) C L+, where
Ny, (z)(7;) is the Clarke’s normal cone.

We provide below some properties of the marginal pricing rule. The most

important feature are the following: when the production sets Y;(z) are convex,
then the producers maximize their profit taken the price as given as well as the
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environment z; when there is no externality and the interior of the positive cone
is nonempty, it coincides with the concept of [18]; if L is finite dimensional,
then we recover the concept of [16] and if, furthermore, we have no externality,
we are back to the definition of the marginal pricing rule based on the Clarke’s
normal cone as introduced by Cornet in [13]. Since the proof is long, we defer
it to the Appendix.

Proposition 3 Under Assumptions P and TC, for (y;,z) € 0Y;(z) x Z.

1. '7A'y_7.(z) (gj) is a cone, —L; C 7A'yj(z)(gjj) and NYj(Z) (y;) C L% is a convex
and o*-closed cone.

2. Ty, (@) € Ty, () (@) and Ny, ) (5;) O Ny, () (5;)-

3. 7A'yj(z) (;) C Ty, (»)(y;) where the former is the small tangent cone of [18]
to the set Yj(z) at ;.

4. Ife€ [ Ly then ’f,/j(z)(gj) S a conver cone.

5. If L is finite dimensional, then /\A/'yj(z)(yjj) NS = MP(g;,z), where the
later is the marginal pricing rule in finite dimensional economies of [16].

6. If Y; is convezx-valued
./\Afyj(z)(gj) ={me L":n(y;) > n(y;) for all y; € Y;(2)}

Remark Let us note that since for all z € L7 the set Y;(z) satisfies free
disposal, then v € Tyj(z) (g;) if and only if for all p > 0 there exists n > 0 such
that for all r > 0 there are V' S (2), U €7 (yj) and € > 0 such that
for all 2’ € B(z,p) NV, for all §; € B(y;,p) NUNY;(2") and for all ¢ €]0,¢[ it
follows that g + t(v + n(y; — ;) — re) € Y;(2').

In order to complete our comparison with the literature, we consider now
smooth production sets, i.e., when for all z € Z the technology is described by
Yi(z) = {¢; € L: fj(¢j,2) <0} where f; : L x LIT7 — R is a differentiable
mapping called the transformation function. Let us consider the following as-
sumption:

Assumption SB (Smooth boundary)

1. f; is continuous for the 7 x [[, 4, 7 topology on L x LI*+7;
2. f;(, 2) is Fréchet differentiable and Lipschitz on L;

3. V1fj(¢;, 2) belongs to L% \ {0} if ¢; € 0Y;(2) where Vi f;((j,2) is the
gradient of f; with respect to (j;

4. V1 f; is continuous for 7 x [[; 14, 7 toppology on L x L™ and the norm
topology on L*.
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Lemma 4 If the production set Yj(-) is described by a transformation func-
tion f; satisfying Assumption SB, then Nm(z)(gj) is the half-line generated by
V1£;(¢;,2), which is also the Clarke’s Normal cone to Y;(z) at (;.

The proof of this lemma is given in Appendix.

4 When L, Has a Nonempty Interior

In this section, we assume that the positive cone L, has a nonempty interior?

and the vector e € intLy. Then [—e, €] is a neighborhood of 0 ([30]). At
this stage, we show the link between the closure of the graph of Nyj(,)(') with
Ny]. (1 (). Tt will become a key result for the proof of existence of equilibria when

Proposition 5 Let (27,77),er be a net in A(w) x S converging to (z,m) for
the product-topology [1;1+s T X 0* such that
a) W”(y]) conwverges for all j
b) € ]\Afyj(zw)(y;-y) for ally €T.
Then, m(y;) < lim, WW(y}) and T € N)fj(z)(yj) NS if n(y;) = lim, 7T7(y;7)

We first state and prove the following lemma.

Lemma 6 Let p > 0 and v € 7?%(2)(]]]'). From the definition of 7'}%(2) (95),
there exists 1 > 0 such that for 7 > 0, there exist ez > 0, V= and Uy such
that for all 2’ € B(z,p) N Vi and all §; € B(y;,p) N Ur NY;(2'), t €]0,&4],
y; +tv +n(y; —g;) —7e) € Y;(2'). Then, for all 2’ € B(z,p) NV; and all
y; € B(yj, p) NUzNY;(2"), v+ (75 — ;) — 27e € Ty, () (¥})-

Proof. Let p > 0 arbitrary and let v € 'ATY’EJ(Z)(QJ-). Let 2’ € B(z,p) N V;
and let i € B(y;,p) N Ur NY;(2'). Let € > 0 smaller than &; and | and
such that B(2',¢") C B(z,p) N Vi and B(y;,¢') C B(y;,p) N Ur. Hence, for all
2" € B(#,¢€'), for all g} € B(y},&") NY;(2") and for all ¢ €]0,¢'[, we have that
g +tv+n(y; —v)) —re) =y +t(v +n(y; — y;) +n(y; —yj) —7e) € Y;(z").
Since g7 € B(y;,€'), n(y; — yj) > —ne’e > —re. Hence, by the free-disposal
property, §7 + t(v + n(y; — ¥;) — 27e) € Y;(z"). So, for all r > 0, the vector
v+ n(y; — ¥;) — 27e satisfies the definition of Tyj(z/)(gj;) with ¢ has above and
§E=0€ B(0,r). m

Now we proceed with the proof of Proposition 5:

From Assumption B, A(w) is bounded, so, there exists p > 0 large enough
such that for all (2/,2") € A(w)?, 2" € B(#, p) and y; € B(y}, p) for all j.

Let v € ﬁfj(z)(yj). From the previous Lemma, there exists n > 0 such that
for 7 > 0, there exist V; and U such that for all Zz' € B(z,p) N Vi and all
y; € Bly;,p) NUs NY;(2"), v+ n(y; — ;) — 27e € Ty, () (7)-

4Examples of this kind of spaces are Loo and the space C(K) of real-valued continuous
functionals on a compact Hausdorff space K endowed with the supremum norm
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Since (27, 77) er converges to (z,m) for the product-topology [[,;+s 7 x o*
and 77(y]) converges for every j and 77 € Nyj(zw)(y;’) for every v € T, there
exists vy such that for every vy > g, it follows 27 € Vz N A(w) C Vr N B(z,p)
and y; € Uz N B(y;,p) NYj(27). Tt follows from the above lemma that for
all v € T, v +n(y; —y]) — 27e € Tyj(zw)(y%'). Since w7 € J\A/'yj(zw)(y;), we
get ™ (v +n(y; —y;) — 2re) < 0. Hence, 7(v) + nr(y;) — nlim, 77(y]) < 27.
Since this is true for all 7 > 0 we deduce that 7(v) + 7(y;) < lim, 77 (y]).
From Assumption TC, 0 € ’YA}J.(Z)(yj) C ’f;’l (z)(yj). Consequently, the previous
inequality leads to m(y;) < lim, 7 (y]).

If w(y;) = lim,, 77(y; ), then we get m(v) < 0 for all v € ’7'32(2)(31]-), which is

larger than 7}_7,(2) (yj) and we conclude that 7 € N;zj.(z)(yj).

To get the existence of a marginal pricing equilibrium in the present section,
we follow the approach of Bewley [27]. Thus, we construct a directed set of
finite dimensional economies from which we can apply Theorem 3.1 of [16] in
each of them in order to get a net of equilibria in the truncated economies,
which converges to an equilibrium of the original economy.

Let F be a finite dimensional subspace of L containing the vectors e and
(w;)icr. We denote by F the family of such subspaces directed by set inclusion.
For every F' € F, we define its positive cone by Fy = F'N L, and its interior is
[ Fy =Fn [ Ly. Weendow each F with an euclidean structure, the associated
norm being denoted || - || such that |e|z = 1 and {e*#} N Fy = {0}, where
e# denotes the orthogonal space to e. The inner product of F' will be denoted
by (-,-)r. Hence, the dual space of F is F itself, i.e., p¥'(z) = (pf,z)r. For
x € F we denote by B (x,7) = B(z,r) N F (resp. BY(x,r)) the open (resp.
closed) ball of center z and radius r in F for the euclidean structure.

The truncated consumption correspondence for the commodity space F' is
given by X" : FIT/F, such that X[ (2¥") = X;(2¥") N Fy. In the same way,
the truncated production correspondence YjF : FITJF s defined by YjF (zF )=
Y;(2f) N F. Consequently, we define the set

zF ={z" e F!'" vielal € XF(2") and Vj € J,y] € oY} (z")}

and let us note that 9Y;"(zF) C 9Y;(2") N F thanks to the free-disposal as-
sumption.

Let S = {p¥ € F? : (p¥,e), = 1}, where F denotes the positive polar
cone of F';. The revenue of the i-th consumer in the truncated economy is given
by the same revenue function ;. The restricted preference relation on X7 (2%
is tfj _r- Therefore, subeconomies are fully described by

gF = {(XZF7 thF7Ti7wi>iela (YjF)jEJ}

for all F € F.

We point out that for all F € F, for all 2" € FI*/ and for all i and j,
XF(2F) and YjF (2%") are non-empty subsets of F; and F respectively. Propo-
sition 3 guarantees that for all F € F and for all (3;,2) € F'*+7 the set
NY].F(Z)(QJ‘) NSF = MPF(y;,2) =
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3 (g7, 2") € L x LI+ and (p") € ST
conv { p € F: such that (y7,2") = (¥;,2),(p") = p
yp € 9Y;(z") and p™ € Ny, () (7})

Finally we let
AP (W) = {ZF ezZF Y a2l = ZjeJy]F—i—w’} C AW’
and

PEF = {(pF,zF) € SF x AF(w): pF € ﬂjeJMPj(yf,zF)}

4.1 Existence of marginal pricing equilibria

We can state now the following existence result

Theorem 7 The economy & = {(Xi, =i, 1i,wi)ier, (Yj)jes} has a marginal
pricing equilibrium if it satisfies Assumptions (C), (P), (B), (SA) and (TC).

Within the literature concerning externalities and increasing returns, the
above result extends the one of [16] by allowing an infinite dimensional space.
Tt also generalizes [18] since external effects are taken into account. In addition,
this model encompasses the one of [21] since we are considering non-smooth
technologies. With regard to the papers in which a general pricing rule is con-
sidered (for instance, [19] and [20]), we note that even though a larger number
of situations can be considered, the existence results require two additional as-
sumptions about boundedness of the losses of the firms and continuity of the
pricing rules.

4.2 Proof of Theorem 7

The proof follows the guidelines of [21]. The difference relies on the fact that
now we are considering non-smooth technologies.

Marginal pricing equilibria with o finite dimensional commodity space

We note that the Survival and the Local Non-Satiation assumption may
not be satisfied in the economy £F. Consequently, it seems that Theorem 3.1
of [16] cannot be applied. However, Lemma 8 below shows that whether fi-
nite dimensional commodity subspaces are large enough, then weaker versions
of those assumptions hold thanks to Proposition 5. Then, Proposition 9 will
show that these are, however, sufficient for proving an equilibrium in such sube-
conomies. We first prepare the ground for stating this lemma. Let 9 > 0 be a
real number. By Assumption B, there exists a > 21, such that for all z € LT+,

A(w + Je, 2) C [~%e, %e]’ and A(w + Je) C [—%e, Ze]T/. Let 7 > 2a such

15



that {w +Je} + [~#Jae, #Jae] C [~Te, Te]. Let A be a real number such that
A > 4#J7 + ||w|[p. We will show later that the parameter \ is large enough
so that all relevant productions (y;) belongs to A (w + Ae, 2¥") whatever is the

environment 2%

Lemma 8 Under Assumptions (C), (P), (B), (SA) and (TC), there exists a
subspace F € F such that for all F € F, if F C F, then the subeconomy EF
satisfies:

(SAT): For all (p*', 2", X) € PEF x [0, )], if (y)jer € AP (w+ e, 2F) then
P ey +w+Ae)r >0

(LNS¥): For all ((x] )ier, (yJF)jeJ) € Af(w),
there exists (2})ier € [1;e; XE(2F) such that o =, ,r xf for alli e I.

The proof is in Appendix

Proposition 9 Let F e F be the subspace coming from Lemma 8. Under As-
sumptions (C), (P), (B), (SA) and (TC) if we have F' C F then the subeconomy
EF has an equilibrium (2F,pF) € ZF x SF.

Proof We remark that the economy £ does not satisfy Assumptions (SA)
and (LNS) but only (SA%) and (LNS¥) so we need to explain how we can
nevertheless apply the existence result of [16].

The non-satiation assumption (LNS) is only used in [16] for attainable allo-
cations, so (LNST) is sufficient.

In [16], the Survival Assumption is used in Lemma 4.2 (3), Lemma 4.4 and
in Claim 4.3. For Lemma 4.2 (3) and Claim 4.3, the Survival Assumption is
applied only for productions plans which satisfy > jesYi Tw+ e > 0 with
¥ < 1. So Assumption (SAT) is sufficient since A > 9.

As for Lemma 4.4, we need to introduce the following notations:

Let D¥ := BF(0,\)! x BF(0,7)! and Z& := ZF n DF

N ele x FIHT

(85,2) — )\f(sj,z)
Af(sj,z) =s; — )\f(sj,z)e € 3YjF(z)
N et x FITT
(s5,2) = A (5, 2)
Alg(sj,z) =s; — A (s, zge € 8(—F+F) _
07 ((s)je,2) = 2jes Aj (85,2) + Ag (X ey 85 — Projerrw, 2) — (w, €)p,

13 ) . — - . ijMPj(Aj(Sjaz)v.jEJ
7 Cser = {0 = | P D
GMf;:a ={((s)jes,2) € (eX7)) x ZE |9 < 07 ((s))jes,2) < o}

a =max {07 ((s;)jes,2) | ((5)je,2) € (BF(0,2a) N {etr})” x ZF}

Then, we remark that, in the proof of Lemma 4.4, Assumption (SA) is only
necessary to prove that 0 ¢ AF((s;)jes, 2) for all ((s;)jes,2) € GME . This
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assumption is applied to productions (Af (s, z)) for some ((s;)je7,2) € GMga.
But Lemma 4.3 in [16] shows that ZjeJAjF(sj, z) + w + ae > 0 since we have
that 67 ((s;)jes,2) < a. So, to prove that Assumption (SAF) is sufficient, it
remains to prove that a < 4#J7 + ||w||¥ < A

For Af(sj,z) =5;— )\f(sj,z)e € 8YjF(z)7 we claim that, ||/\f(sj,z)| <55l
for all j € J. Indeed, if [\f (s;, z)| > |[s;]| then, if AF(s;,2) > 0, s; < AF(s;, 2)e.
There exists € > 0 such that s;+ee < A (s;, z)e. Let & € BF (s; -\l (s, 2)e, ),
hence & < s; — A (s, 2)e + e < 0. Since 0 € JY;(z), it implies that A (s;, 2)
belongs to Yj(z) — int(Fy) which contradicts Af (s;,z) € 9Y;F(z). Now, let
us consider A (s;,2) < 0, then Af'(s;, z)e < s;. There exists & > 0 such that
/\f(sj, z)e < s;—e’e. Consequently, for all ¢’ € BF(sj—)\f(sj, z)e,e"), it follows
¢ > 55— M(sj,2) —e’e > 0. Hence, Af(s;,z) € int(F) which is a contra-
diction with the fact that Af (sj,2) € 8YjF(z) and the claim is proved. Con-
sequently, [|A¥ (s;,z)|| < 2|s;]l. In an analogous manner, Af(u,z) € d(—F)
implies |\ (u, 2)| < |lull. Let ((s;),2) € (B(0,2a) N {e+*})/ x ZP. From the
previous results and the fact that proj,.,w < ||lwl|, it follows that

107 ((s5)je:2)| < 8#Ja+ ||w|| < 4#T7 + |w]| < A
which ends the proof of the proposition.

The limit argument

We have a net of finite dimensional equilibria £ = ((zf)e;, (yf)jeJ,pF)

for every FF € F. Note that 2" € A(w). The next lemma shows that we can
extend the price vector p” which corresponds to the marginal pricing rule in £F
to a continuous linear functional on the entire space L which is also a marginal
pricing rule.

Lemma 10 Let Y; be a production correspondence satisfying Assumption P.
For oll F € F, for all (g;,2) € 8YJF(Z) x Z¥ and for all p € M P;(y;, 2), there
erists w € Nyj(z)(gj) NS such that m g is colinear to p.

Proof First of all we show that il’ltTyj(Z) (g;)NF C intTYF(z) (gj)- Unlike [18],

we cannot use hypertangency since Tyj(z)(gjj) is not the Clarke’s tangent cone.
Let v € intTyj(z)(yj) N F', hence there is 6 > 0 such that B(v,d) C Tyj(z) (7).
Take v/ € B(v,6) N F. Since v/ € Tyj(z)(ﬂj) N F, for every r > 0 there
exists ¢ > 0 associated to § such that for all 2/ € B(z,e) N F'*™/, for all
y; € B(gj,e) N FNY;(2') and for all ¢ €]0,¢[ there exists { € L such that
€]l < 5 and g + (v + &) € Yj(2'). By free-disposal g + (v’ — ge) € Y;(2').
Since v’ and §e belong to F, one has that y; +#(v' — ge) € Y;(2') N F and thus
Ve T}/jF(Z) (y;), which implies that v € fT}/jF(z) (75)-

Let us consider the linear manifold N = {v € F': p(v) = 0}. It is clear that
NN nyjp(Z)(gjj) =), whence NN [ Ty,.)(y;) = 0. By Hahn-Banach extension
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theorem there exists a closed manifold H = {v € L : #(v) = 0} containing N
and not intersecting [ Ty, () (gj). Clearly, 7 is continuous, colinear to p and it

belongs to Ny, (.)(¥;)-

The conclusion of this lemma provides a price in Nyj ()(#;), which is smaller
than N;/j(z)(gj). Nevertheless, the forthcoming limit argument shows that the
equilibrium price is actually in ./\A/}j(z)(gj) since the cone J\Afyj(z) (g;) does not
satisfy the necessary closedness property.

For all j € J, let Wf be an extension of pf in Nyj(z)(yf). The net

(", (7] )jes)Fer € Aw) x H Ny, (yf)ns
JjeJ
has a limit point. Indeed, by Assumption (B), (2")pex belongs to a [, r+s 7-
compact set while (wf )jes belongs to a [[, . o*-compact set from Alaoglu’s
Theorem. Hence, there exists a subnet (277, (WJF(”
to (2, (1;)es).
On the other side, since the nets ((pF(V),yf(V)» = (ﬂ'F(’Y) (yF(W)))
yel el

J j
and (<pF(’Y)7 xZF(’Y)>)W€F

without any loss of generality that they converge in ¥ and ’.
We now prove that there is a marginal pricing equilibrium of the economy

E.

)je)yer which converges

— (Wf(’)/) (xf(w)) are bounded, we can assume
yel’

e Claim 1. my=mo=...=7m5=7m>0
Proof Let x € L. There exists F' € F such that x € F. There ex-
ists 79 € I' such that v > ~ implies FF C F(v). As for all j € J,
o) = pF ) for v > 7y we obtain e (z) = pF(z) for all j € J.

JIF() JlF ()
Taking limits we deduce m1(z) = m(x) = ... = my(x). Since z is an
arbitrary vector in L we get m; = mo = ... = m;. Consequently, we can

say that m; =7 for all j € J

On the other hand, e € intL, and p(V)(e) = Wf‘(’Y)(e) =1forallyeTl.
Hence, 7j(e) = m(e) > 0 and the claim is proved.

o Claim 2. z € [[;,c; Xi(2) x HjeJYj(Z) and ), ;= ZjeJyj +w
Proof This is a consequence of Assumptions C(1) and P(1)

e Claim 3. If x} =, , x;, then w(z}) > r; (W(wi),limv(ﬂf(w) (yfm)je,])) for
allie ]

Proof There exists a subspace Fy such that =} € Fy. There also exists o
and a positive sequence A\ in [0, 00| converging to 0 from above such
that for all v > 7o, Fy C F(v) and 2,4+ 6"Me € X;(2F)) by Assumption

18



C(2), whence z; + 67We € X;(20)) N F(y). Since (x;,,2) & G; (see
Assumption C(4)), then there exists y; such that for all v larger than -,
and 1, (xF(V),xg—i—(SF('Y)e, 2F(y)) ¢ G; and thus 2/, +6" e i 2P () xf(ﬂ.

K3
By the equilibrium conditions in the economy £F(Y) and the fact that

mhly ="l (@l +670e) > ry(x] OV (w), (7] (4 ) jes). Since

x} + dFe converges to x, in the norm-topology and m; = 7 for all j, we
have - -
_ . t t
m(af) 2 ra(m(w), ime () (4] )

and the claim is proved.

e Claim 4. z € A(w) and 7 € ﬂjeJJ\AG/j(z)(yj) ns

Proof By Proposition 5, lim ﬂfh)(yf(w) > 7;(y;) for all j € J. By the
above result and the local non satiation Assumption C(3), we deduce that
m(x;) = r; (m(wi), (m(y;))jes) for all ¢ € T which, in turn, using the market
clearing condition, implies that lim th)(yf(w)

Proposition 5, z € A(w) and 7 € ﬂjeJ/(/;/j(z)(yj) ns.

= m(y;). Hence again by

o Claim 5. For all ¢ € I, z; is >=; ,-maximal in the budget set.

Proof Since the income of each consumers is positive, preferences are
continuous and 0 € X;(z) for all 4, we find by standards arguments that a
strictly preferred consumption with respect to x; is out of the budget set.

5 When L, Has an Empty Interior

Now we address the case where L is a Banach lattice whose positive cone has an
empty interior. Nevertheless, we recall that we assume that e is a quasi-interior
point of L, , that is, L(e), the principal ideal generated by e, is norm dense
in L. As well known in the literature, a properness condition becomes a key
assumption in order to get a competitive equilibrium vector price. One of the
most general properness definitions are those of [23] pp. 582-83.

For the consumption side:

Let K be some order ideal of L. For all ¢ € I and all z € L™/, the
preference relation >, . is said to be F-proper relative to K at x € X;(2)
if there exists a || - ||-open subset V, of L, a lattice Z, C K which verifies
Z,+ K, C Z, and some subset A, of L, radial at z, such that x € V, N Z, and
0#£VeNZ,NA, Cconv{z’ € X;(2): o' =i, z}

As for the production sector, [23] proposed the following condition:

Let K be some order ideal of L. For all z € Z, the technology Y;(2) is said
to be F-proper relative to y at Y;(z) if there exists a || - ||-open subset V,, of L,
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a lattice Z, C K verifying Z, — Ky C Z, and some subset A, of L, radial at y,
such that y € V, N Z, and 0 # V, N Z, N A, C Y;(z)

These definitions look somewhat abstract since they encompass many proper-
ness conditions previously stated in the literature. We refer to [23] in order to
observe some economic meaning of these conditions.

From the last definition, we can derive a particular uniform condition which
is suitable for non-convex technologies:

Uniform e-properness relative to L(e)

We shall say that the technology Y; is uniformly proper relative to L(e)
if there exists a real number §; > 0, which generates the open cone at zero
I'y ={af:a>0,§ € {—e}+B(0,6;)} such that for all z € Z and all g; € Y;(2),
({g;} +T;) N L(e) CYj(z). The element e is the proper vector.

In words, we are saying that if y; is producible and we add to it the quantity
e of inputs, then it is still producible if we add a vector which is small enough
and the resultant vector is order bounded by some multiple of e. Thus, marginal
rates of substitution with respect to e are bounded away from zero. In other
words, the trace on L(e) of the extended production set Y;(z) +T'; is included
in Yj(z). Notice that since B(0,0;) does not depend on y; our condition is
uniform instead of pointwise. By comparing with the F-properness condition of
[23] relative to y; € Yj(2), note that in our case K = Z,; = L(e), V,, = {y;}+1;
and A, = L. We notice that if e € intL, then uniform properness technology
relative to L(e) follows directly from the free-disposal Assumption since there
would be a real number §; > 0, such that —e + B(0,0;) C —Ly and L(e) = L.

5.1 The main existence theorem

Theorem 11 Let £ be a Banach lattice economy. There exists a vector (Z,7)
n Z X N}/j(z) (y;) NS which is a marginal pricing equilibrium if € satisfies As-
sumptions (C), (P), (B), (SA), (TC) and each technology is e-uniformly proper
with respect to L(e).

Theorem 11 extends Theorem 7 since we do not impose any interiority as-
sumption. Apart from the ordered preferences we have assumed, our result is
at the same level of generality than the other existence results for competitive
equilibrium whereas we encompass two major market imperfections, increasing
returns and externalities.

5.2 Proof

Let L(e) be the principal ideal generated by e. Hence the order interval [—e, €]
is radial in L(e) and then the gauge of the set [—e, ] induces a norm topology
on L(e). We call it the || - ||.-topology. Actually, [—e, €] is the closed unit ball
on L(e) while B¢(0,1) = {z € L(e) : ||z|lc < 1} is the open unit ball on L(e).
Let L(e)* denote the || - ||.-dual of L(e) and let || - ||* denote the dual norm on
L(e)*.
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Let L(e)y = Ly NL(e). Clearly L(e)y is || - ||e-closed in L(e) and has a non-
empty || - ||e-interior which contains e. Obviously, |le]|e = 1. The || - ||.-topology
is finer than the topology of L(e) as a subspace of (L, | - ||) with the norm
denoted || - ||z(e). Let 7. be the restriction to L(e) of the topology 7. Clearly 7.
is included in the ||- [/ (¢)-topology, which itself is included in the || - ||-topology.
Furthermore, it is straightforward to check that 7. is a Hausdorff and locally
convex-solid topology such that all order intervals in L(e) are 7.-compact.

Let X¢ : L(e)!T7L(e)4 be the restricted consumption correspondence such
that for all z € L(e)!*/, X¢(2) = X;(2) N L(e)4. S L(e)!*7L(e) is the re-
stricted production correspondence such that for all z € L(e)'*/, Y (z) = Y;(z) N L(e).
We also restrict properly the preference relation by =  for all z € L(e)™*7. We
remark that 9Yf(z) C 9Y;(z)NL(e), whence Z¢ C Z and A°(w') = A(w')NZ° C
A(w"). The revenue functions (r;) are the same. p € L(e)* is a | - || -continuous
linear functional on L(e). Finally, we have PE® = {(p,2) € L(e)* x Z° : p €
ﬂjej./\/'y]e(z)(yj)} and for all z € L(e)'*+/, Ty';(z)<yj) and Ny'je(z)(yj) are the
induced cones in L(e).

The economy £° is fully described by ((Xf, = ., 7i)ier, (Y})jes,w).

We show that Theorem 7 applies for £¢. Clearly, for all z € L(e)'*” the
|| - [|e-interior of X¢(z) is non-empty because of Assumption C(1) on solidity
condition and the fact that de € X7(z) for all 6 > 0. X satisfies the remaining
of Assumption C(1) and Assumption C(2) and since the ||-||.-topology is stronger
than the || -||(¢)-topology, G (2) is ||l X Te X [T, (oyr+s Te-closed in L(e)* 1+
As for non satiation, note that it remains true in £¢ since in Assumption C(3),
the improving consumption (z%) is chosen in L(e)f. The next lemma whose proof
is given in Appendix shows that Assumption SA holds true in the economy £¢

Lemma 12 The economy E¢ satisfies Assumption (SA).

With respect to the production sector, it is not difficult to observe that
Assumption P is fully satisfied on every Y. On the other hand, Assumption
B is automatically satisfied. Finally one easily checks that Assumption R holds
on &°€.

Consequently, all conditions of Theorem 7 are satisfied. Thus, there is an
equilibrium ((z;)ier, (yj)jes,p) € Z°¢ x./\Aine(Z) (y;)NS¢". For the next two claims

we remark that Ty’](z)(yj) NL(e) C ’7A}J_e(z)(yj)
Proposition 13 There exists a price functional m € L* such that m ) = p

Proof Let § > 0 be a real number such that § < d; for all j € J, where
0; are the parameters coming from uniform e-properness assumption relative
to L(e) on each production correspondence Y;. Since L is a locally convex
topological vector space, we can apply a suitable version of the Hahn-Banach
theorem (for instance, see [31], Theorem 4.2, p. 49) to show the existence of a
continuous linear functional 7 which extends p to the whole space L. So, we
have to show first that p is || - ||-continuous on L(e). We stress that accordingly
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to the above remark p is || - || --continuous. We now prove that the functional p is
bounded on B(0,4) N L(e). Since B(0,d) is circled (then symmetric) it suffices
to prove it for any vector in B(0,d) N L(e)+. Let £ € B(0,0) N L(e)4. There
exists ng € such that £ = %5 <e. &€ L(e) N B(0, n%) We claim f%e +¢
belongs to ’f'yje(z)(yj). Indeed, recall that by Assumption TC, 0 € ’f'}/j(z)(yj) and
then in 7A'yje(z)(yj). Thus, for p > 0, there exists n > 0 such that for all » > 0
there exist relative neighborhoods V¢ € L(e)!*7 (for V S (2)) and
L
U° € L(e) (for U €, (§;)) together with the real number ¢ > 0 such that for all
2 € ({2} +pB°(0,)) NV, for all 7; € ({y;} +pB°(0,1)) NU®) NY;(2') and
for all ¢ €]0,¢[, ¥ + t(n(y; — ¥}) — re) € Y;(2'). We note that —tnioe +tE el
for £ > 0 and then, by the e-uniform properness relative to L(e), it follows that
gy +t(n(y; —y)) —re) —tibe+t€ = gi+1(— = +E4n(y; — 7)) —re) € Y (2)NL(e).
Thus we deduce that —n—loe + ¢ belongs to T}fc(z)(yj) and since this is true for
J

all p > 0, we get that —nioe + & belongs to Tyje(z)(yj).

Since p € J\A/yje(z)(yj) and p(e) = 1, it follows that p(§) < nio Hence,
p(€) = ngp(€) < 1. We conclude that p is || - [|-continuous on L(e) and thus
there exists m € L* which extends p.

Because of the free-disposal assumption and the fact that w(e) = p(e) = 1,
m > 0.

Proposition 14 7 € mjeJNYj(z) (yj)-

Proof Let v € 'f';/j(z)(yj) C 'i'}fj(z)(yj) for any j and p > 0. If v € L(e)
then 7(v) = p(v) < 0 and we are done. Let us suppose that v ¢ L(e). From
the definiton of Té(z)(yj) we know that there exists n > 0 such that for » > 0
arbitrary there exist neighborhoods V GHLHJT (2), U &; (y;) and a real

number ¢ > 0 such that for all 2’ € ({z} + pB¢(0,1)+/) NV N L(e), for all
y; € B(yj,p) NU N L(e) NY;(2') and for all ¢ €]0,¢[ there exists € r[—e, €]
such that 7; +t(v +n(y; — ¥;) + &) € Y(2').

Let us choose § > 0. Let ; > 0 be the parameter coming from uniform
e-properness relative to L(e). Since  is || - [|-continuous, there exists ' > 0 such
that B(0,¢") C {z € L : |r(x)| < B}. Let § > 0 such that § < 86; and ¢ < ¢’.
Since L(e) is norm-dense in L there exists u € B(0,d) such that v + u € L(e).
Hence, ¢ +t(v+n(y; —y;)+&) —tBettu = g} +t(v—Petutn(y; —y;)+&) € Le).
By uniform e-properness, §; + t(v — fe +u +n(y; — ¥;) + &) € Y;(2') N Le).
This in turn implies v — fe +u € 7A'pje(z)(yj) and since this is true for all p > 0

we have v — fe+u € 7A'yje(z)(yj). Hence n(v — fe +u) = p(v — fe +u) <0,
and thus 7(v) < 28. This inequality is true for all 8 > 0 and j € J and thus
Propositionl4 is proved.

The last part of the proof consists in proving that every consumer is in
equilibrium according to her/his budget constraint and preferences. Let i € T
and z; € X;(z) such that x} >;, x; and n(z}) < w(z;). Let us note that

?
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(x4,25,2) ¢ G;. By Lemma 3 in [8], L(e)4 is norm-dense in L} and thus one
can choose a parameter £ > 0 small enough such that there exists u € B(0,¢),
xh+u € Le)y, (x;, 2 +u,z) & G; by Assumption C(4) and 7 (2} +u) < 7(x;).
Since there exists ng € N for which z} + u < nge we deduce by solidity of X;(z)
(Assumption C(1)) and Assumption C(2) that 2} + u € X;(z). Consequently,
m(z; +u) = p(x} +u) < w(x;) = p(x;), which contradicts the fact that z; is an
equilibrium consumption vector for i in £°¢

6 Conclusions

In this paper, we provide a new definition for a tangent cone and its polar cone,
the normal cone, in Banach lattices. Basically, the key idea remains the same,
namely, defining a first order necessary condition for profit maximization but
taking into account the order relation through the use of order intervals. The
class of Banach lattices allows to consider most of the commodity spaces al-
ready considered in the literature beyond the Euclidean finite dimension spaces
and the space of essentially bounded, real valued and measurable functions.
Our definition fits with the previous concepts used in the literature; when the
production sets are smooth, when they are defined by a convex valued correspon-
dence, when the interior of the positive cone is nonempty, when the commodity
space is finite dimensional, when there is no externality. But the key property
of this normal cone is the fact that it is compatible with the existence of an
equilibrium under assumptions at the same level of generality as for a competi-
tive equilibrium. Note that we only assume uniform properness on technologies
and not on consumers which differs, substantially, from what has been done in
competitive production economies.

The next step for further research is the computation of this normal cone
when the production sets are defined: by several smooth inequalities represent-
ing different transformation functions; in particular spaces like L? for model
with uncertainty with transformation functions representing the mean expecta-
tion for the outcome in the different states of the world; when the transformation
function is defined recursively for intertemporal models with infinite horizon.
Another line of research is the computation of the normal cone of a production
set, which is obtained from the aggregation of two productions sets having a
reciprocal external effect. Indeed, a standard way of fighting against the lack
of optimality coming from externalities is to merge the producers so that the
external effects are internalized. But, the global production set is likely non
convex even if we start with two producers defined by a convex-valued corre-
spondence. That is why it is important to compute the new normal cone to
define at least a necessary condition for optimality.
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Appendix

Proof of Proposition 2

We first recall the definition of the Clarke’s tangent and normal cones to the set
Y; (%) at the point g;

. S Vr>03e>0:VY, € B(yj,e) NY;(z),Vt €]0,¢[
Ty 1) = {” Ly B Y () £0 ’ }

Ny, (2)(55) = [Ty, (@)]” = {p € L" : p(v) <0 Vv € Ty, () (7;)}

Ty, (2)(¥;) is non-empty since the free-disposal condition implies that —L, C
Tij(z)(yj). Now we show that Tyj(z)(gjj) isa cone. Let v € Tyj(z) (g;) and 7 > 0.
Let » > 0 and € be the parameter associated by the definition of Tyj(z)(gj) to
Z. Hence, for all 2’ € B(z,¢), for all §; € B(y;,¢) NY;(2") and for all ¢ €]0, ]
there exists £ € B(0, 1) such that g} + (v + §) € Y;(2'). Let &’ strictly smaller
than € and £. Hence, for every 2’ € B(z,¢’) for every y; € B(y;,¢’) and for
every t €]0,¢'[, since t7 < ¢, there exists £ € B(0, 7) such that g; + 7t(v +§) =
y; +t(rv + 7€) € Y;(2'). As 7§ € B(0,7), we have proved that 7v € Ty, (.)(y;)
by associating to r the parameter ¢’ and thus Ty, (.)(7;) is a cone.

We now show that Ty, () (¥;) + Ty, (2)(¥;) C Ty, (=) (;). Let v and v be two
vectors in 7T Y, (2)(¥;)- For 7 > 0 there exist two non negative real numbers ¢ and
¢’ associated by the definition of Tyj(z)(gj) to 5. Let &1 > 0 smaller than ¢ and
m Hence, for all 2’ € B(z,¢1), for all 7; € B(y;,e1)NY;(z') and for all t €
10,e1[, there exists § € B(0, 5) such that g7 = 7’ +t(v+§) € Y;(2'). We remark
that [|77 —y;ll < 195 =75l + (vl +[€]]) <er+e(llvl+5) <&’ Consequently,
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since €1 < ¢, there exists {’ € B(0, 5) such that g7 +t(v' +¢') € Y;(2'). Hence,
g +t(v+v' +€+¢) € Yj(2') and §+€' € B(0,r). So ;1 associated to r satisfies
the defintion of Tyj(z)(gj) and we have shown that Ty].(z) (g;) is closed under
addition.

The proof of the second part is trivial given the definition of the Clarke’s
normal cone.

Proof of Proposition 3

1. 7A‘y y(7;) is non-empty by Assumption TC. We now prove that 7Ady ()(j) is
acone. Let p>0,7>0and v € ﬁp>oTY @) C T Y (2) )(7;)- Then there exists
n > 0 such that for all » > 0 there exist V' S . (2),U €; (gj) and e > 0
such that for all 2’ € B(z,p) NV, for all g € B(yj, p) NUNY;(%') and for all
t €]0, [ it follows that y]—l—t(u—i—n(y] 7;)+&) € Yj(2') for some £ € r[—e, e]. Let
n' = 7n. Let > 0. Let V,U and ¢ the parameter and the open neighborhoods

associated for v to . Let ¢’ = £ and note that 7t €]0,¢[ is equivalent to

t €]0,¢'[. Hence, for all 2 € B(z,p) NV, for all ; € B(y; +p) NU NY;(2')
and for all 7t €]0,¢[, there exists { € Z[—e,e| such that g + 7t(v + n(y; —
g;) +¢) = gj; +t(rv +1'(y; — g;) +78) € Y;(2') with 7§ € r[—e,e]. Hence,
TV € %Yej(z) (;)- Since this holds for all p > 0, T € Ty, () ()

The normal cone N;/j(z)(;gj) is weak*-closed since it is the intersection of
weak*-closed half spaces {m € L* : 7(v) < 0} over the v in T o Uj)-

2. From the definition of 77, it is enough to prove that Tyj(z) (yJ) C Tyj ) (Tj)
for all p > 0. Let p > 0 and v € ’T Z)(yj) Consequently, there exists n > 0
such that for all » > 0 there exist V S . (2), U & (y5) and e > 0

associated to §. Let us fix ¢/ > 0 strictly bmaller than e, ﬁ, p and such that

B(z,¢') C B(z,p) NV and B(y;,e") C B(yj,p) NU. Thus, for all 2’ € B(z,¢),
for all g; € B(y;,e') NY;(2') and for all ¢ €]0,€’[, we get the existence of a
vector £ € 5[—e,e] such that y; + t(v + n(y; — ¥;) + &) € Y;(2'). Note that
In(5; —g)ll < 5 and thus [|€" = £+ n(y; — gj)|| < and g5 +t(v + &) € Y;(2').
Consequently, Tyj(z)(yj) C Ty, (2)(U5)-

By polarity we obtain that Nyj(z)(gj) C J\A/‘yj(z) (7).

3. ’f';fj(z)(yj) C Ty, (=)(7;) since order intervals are norm-bounded thanks to
the fact that the norm is a lattice norm.

4. Since e € [ Ly, as already mentioned in Section 3, without any loss
of generality, we choose the norm as the lattice norm associated to e. So
B(0,1) = [—e, €] and we can replace it in the definition of 7Adyj(z)(gj), Eer[—e,¢]
by § € B(0,r). R R

We show that Ty, (2)(¥;) + Ty;(z)(U;) C Ty;(-)(¥;) in order to prove the con-
vexity. Let v and v/ be in Ty (z)(gjj) Hence they belong to ’f'}g(z)(yjj) for every

p > 0. Let us consider the set ’Tp Y;(2) (gj)- There exist n and i’ such that for every
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r > 0 there exist neighborhoods ,&’, U, U’, V and V' associated to the real num-
ber £, such that for all 2’ € B(z,p+1)NV, for all g; € B(y;,p+1)NUNY;(Z')
and for all ¢ €]0, ¢, it follows that [{7}} +tB(v+n(y; —7;), 5)| NY;(z') # 0
and for all 2’ € B(z,p+1)N V', for all §; € B(y;,p+1)NU'NY;(z') and all
t€)0,el, ({7} + tB(v + 75 — 7). 2)] N Y;(') # 0. There exist a €0, 1], V"
and U” such that V" + B(0,a) C VNV’ and U’ + B(0,a) C UNU’. Let
e” > 0 strictly smaller than ¢,¢’, n’(3HV\|jrSpn+r) and 3”V”i‘§‘pn+r. Hence, for
every 2z’ in B(z,p) N V" C B(z,p+1)NV, for every y; in B(y,p) nU" N
Y;(#')C B(gj,p+1)NUNY;(2") and for every tin ]0,e”[ C ]0, e[, there exists &
in B(0, 5) in such a way that the vector (; = g +t(v+n(y; —¥;) +&) belongs to
Y;(2'). From the definition of £”, one easily checks that [|(; — ¢}|| < a <1 and
IG5 < E. So, ¢ € B(g, p+1) and [(v-+1(g;—5)+£]| < a. Consequently,
since 7 € U" and 2’ € B(z,p+ 1) NV’, there exists {’ € L such that [|{[| < 5
and (§ = ¢ +t(v' +7'(7; — () + ;) € Y;(2'). We note that the vector (j equals
G+ L+ 0+ 1) (G — 5) +E+€ 01 (5 — ¢3)) and (] — G| is strictly
smaller than 7. Hence, [{g;} +tB(v +v' + (n+n')(y; — ¥), r]NY;(z) #0
and thus v + v/ € ’fg(z)(gj). Since this is true for all p > 0, we conclude

that ’7'%(2)(17]-) is stable under sumation. Since ’7'3/j(z)(g7j) is a cone, we get it is
convex.

5. We first show that when L is finite dimensional '7;;3.(2)(1]]‘) = Tyj(z) (75)-
Let » > 0 and e associated with § such that for all 2/ € B(z,¢), for all
y; € B(yj,e) NY;(2') and for all ¢ €]0,¢[ there exists £ € B(0,5) such that
g; +t(v+§) € Y;(2'). Let p > 0 and n > 0. Since in this case all topolo-
gies are equivalents and the interior of the positive cone is nonempty, we can
choose the closed unit ball equal to the order interval [—e, e]. We now choose
¢’ > 0 smaller than &, 35 and p. Let V = B(z,¢') and U = B(y;,¢’). Then,
for all g7 € U one has that [[§ — n(g; — 7;)[| < r for all { € B(v,5). This
implies that for all 2/ € V N B(z,p), for all g; € UN B(yj7 p) NY;(z') and
all t €]0,&'[, there exists £ € B(0,5) such that y; +t(v +§) € Y;(2'). But
i+t +8) = gi+t(v+n(y; —y;) —n(y; —y;) +&)- Since £ —n(y; — ) B(0,r),
veE T}g(z)(y]), sov € ’Tyj(z)(yj) since this is true for all p > 0.

Let us now consider the following sequential characterization of Tyj(z)(gjj)
when L is a finite dimensional vector space:

. . _ V2" — 2,Yy? — g, such that y7 € 9Y;(z")
Ty, () (7)== {V €L: and Vt" | 0 3v™ — v such that y7 +t"v" € Y;(2")

Let us recall the marginal pricing rule of [16] when the commodity space is
of finite dimension:

3 2 cLUHD) on 2,
MP(yj,z) =convipeS: Elyj CL,ng = Ujs Yy G@Y( ™)
Ipr L pt = p, p" eNyj(zn)(yj)ﬂS

To prove that Nyj(z) (g;)NS = M P(g;, z), we first prove the following lemma:
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Lemma 15 (i) Let v € Tyj(z)(gjj) and let ¥ > 0 and € > 0 as given by the
definition of Tyj(z)(gjj), For all 2" € B(z,¢) and all g; € B(y;,e) N Y;(2'),
v—re € Ty, .n (7))

(it) Let v € MP(yj,2)°, for all § > 0, there exists € > 0 such that for all
2" € B(z,¢) and all §; € B(yj,¢) NY;(2), v = de € [Ty, (7))-

Proof. (i)Letv € Tyj(z)(gj). Let us choose ¢’ < ¢ such that B(z/,¢") C B(z,¢)
and B(y;,¢') C B(yj,¢). Then, for all 2" € B(z,¢') for all g} € B(yj,&") N
Y;(2") and all t € (0,&’) there exists § € B(0,r) such that y7 +t(v+§) € Y;(2").
By the free disposal condition, 7 + (v — re) € Y(2"). From the definition of
Tij(,), we have v —re € Tyj(z/)(g;).

(i) Let v € MP(y;,2)° and 6 > 0. By contraposition, if for all € > 0,
there exist vectors 2’ € B(z,¢) and g € B(y;,¢) N Y;(2') such that v — de ¢
J Ty, (=1(¥}), we can build a sequence (2", 7}, p") converging to (z,%;,p) such
that for each n, g € 9Y;(2"), p" € Ny,z»)(g7) N S and (p",v — de) > 0.
So, at the limit, from the definition of M P(g;, z), we get p € MP(g;, z) and
(p,v —de) > 0, which implies (p,v) > ¢ > 0, which contradicts v € M P(g;, 2)°.
[

We now proceed with the proof. Let m € M P(y;, z), then by Carathéodory’s
Theorem m = ), Axpr such that Ay > 0, 37, A = 1, and (pg) € S for
all k. Hence, for all 6 > 0, (m,v —de) = >, . M\(pr,v — de). By definition,
every py, is the limit of a sequence p} € Ny(zn)(g;) nsc Ny(zn)(g;’) NS from
Proposition 2. Let v € Tyj(z)(gjj). For all n > ng Y pcx Me(pp, v —de) < 0 by
the above lemma. Taking limits, one has (m,v —de) = >, Ai{px, v —de) < 0.
Hence, (m,v) < 4. Since this is true for all » > 0, we conclude that (r,v) <0
and then 7 € Nyj(z)(gj) n.s.

To prove the converse inclusion, we use the duality between closed convex
cones and we actually prove that M P(g;, 2)° C Tyj(z) (9;). Let v € MP(g;,2)°.
To prove v € Tyj(z) (9j), it suffices to show that v — de € Tyj(z)(gjj) for all
6 > 0. From the above lemma, for all § > 0, there exists € > 0 such that for
all 2/ € B(z,¢) and all §; € B(y;,¢) NY;(2), v = de € [Ty, (¥}). So, from
the characterisation of the interior of the Clarke’ tangent cone, there exists
7(¥j,2') > 0 such that for all t € [0,7(7},2)], ¥; + t(v — de) € Y;(2'). Let
2" — z and g} — g; such that g7 € 9Y;(z"). For n large enough, 2" € B(z,¢)
and g7 € B(y;,e) NYj(2'). So, we can build a sequence t" | 0 such that
t" < 7(y},2"). Hence, g +1"(v — de) € Y;(2") for all n large enough, which
implies that v — de € Tyj(z)(gjj).

6. Let Y; be a convex valued correspondence. Let

PM(yj,2) ={m € L* : w(y;) > m(y;)V v; € ¥;(2)}

be the profit maximization behaviour. Let (; —y; € (Y;(z) — {g;}). Let
p>0,n=17r>0,0<d<r,e=1and U= L. By Assumption P(3),
there exists V S (z) such that (; — de € Y;(2') for all 2/ € V. Let

Z e B(z,p)NV and ¢j — de € Y;(2'). Then, for y; € B(y;,p) NY;(z') and
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t €]0,1[, t(¢; — de) + (1 — t)7; € Y;(2) since Y;(z') is convex. But this means
that g} +t(¢; —de —g; + (9 — ¥;)) € Y;(2). Since —de € r[—e, €] we have that
GG—1v; € 7—1%(2)@3’)' Since this is true for all p > 0, (; — 3, € 7A—yj(z) (g;) and thus
Ny, () (@5) € (Yj(2) = {7;})° = PM;(§;,2). The converse is immediate since
PM(g;,2) = Ny, ) (5;) C Ny, (2)(@;) € Ny, () (F5)-

Proof of Lemma 4

By Assumption SB (2), for all ¢; € 9Yj(2), Ty, (z)(¢;) = {v € LIV1fj(¢, 2)(v) <
0} is the Clarke’s tangent cone to Y;(z) at ¢; ([14], Theorem 2.4.7, Corollary 2,
p. 57).

Since e is in the quasi-interior of L and V1 f;({;, 2) € LE\{0}, V1 £;(¢j, 2)(e)
is strictly positive. Let v € L such that V1 f;((;,2)(v) <0,let p>0,n =1 and
r > 0. Let a > 0 such that a < W where 8 = V1 f;({;,2)(e). Since
V; is continuous, there exist neighborhoods U €, (¢;) and V ST (2)

L
such that [|V1f;((j,2) — Vi fi(C}, )| < a for all (¢},2') e U x V.

Let U' = {¢} € L'| V1;(¢.2)(¢} — ¢) < 2} be a weak neighborhood of

¢;. There exists another convex neighborhood U” of ¢; and 6 > 0 such that

U” 4+ B(0,6) cU'NU. Let € > 0 such that € < WJ‘M. From the Mean
Value Theorem, for all 2' € V' N B(z,p), for all {; € U” N B((j,p) NY;(2") and

for all ¢ € (0,¢), there exists (7 in the segment [}, (; + (v +(j — (j — T e)] such

that
PG+t +G = ¢ = 50, 2) = F(G2) + V(G )W + G = G = o)

From our choice of ¢, it follows that ¢} € U, hence ||V f;(¢}, 2') = V1 f;(¢j, 2)|| <
a. Since Vi f5(¢7, 2') (v + G = ¢ — 5¢) = (V1f5(CF, 2) = Vi fi(Gr 2) (v + ¢ —
G —5e)+Vif; (Cj, z)(v+(; — ¢} — 5e), we deduce from the previous definitions
and mequahtles that V1 f;(C},2") (v + ¢ — (G — 5e) < 0. Since f((}, 2') <0, we
get f(Cf+t(v+ ¢ — ¢ — 5e),2') <0, that is ¢ +t(v + (5 — ¢ — 5e) € Y;(2').
Since —fe € [—re, re], we obtain that v € 7£”yj(z)(§“j). Since this is true for all
p > 0, we have that v € TYJ(Z)(CJ')

Proof of Lemma 8

e WSATF

Suppose that EF does no satisfy WSAY' | that is, for all F, (p¥',2F, A\F) in
PEF x[0,A], (yf)jes € Alw + Me, 2F) and pF(ZjEJyf +w+ Afe) =0. By
Lemma 10 there exists ﬂf‘ € Ny, (-)(7;) NS such that 7 p = pf" for all j. Since

yl' € A(w+ Ae, 2F'), Assumption (B) says that the net (27, (x1), (nf (yf)), AF)

belongs to a weak-compact set such that the subnet (2 (7)), (7 F(V)(yfm)), MO, p

converges for the product topology to (z, (7;), lim(r F(W)(ij(V))) A)
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Since 27 € A(w + AFWe), ZJGJyJF(w +w+ A We >3 xf(w , and
since Ly is 7-closed, it follows ). eJy] + w4+ Aes > 3, 7. By Assump-
tions C(1) and P(1) we get z € [[,c; Xi(2) x [[;c,Y;(2) and by repeating
the arguments of Claim 1 in Section 4.2, 7; = © > 0 for all j € J. Con-
sequently, >, ; 7;(¥;) + Tj(w) + A > 0. Given that pF(z:jeJy}m +w+ Ae)
= wf(zjeJyf +w+ Ae) =0 forall F € F and j € J, we obtain that
lzmﬂfh)( fh)) 7j(w) + X = 0. By Proposition 5 lzmﬂ'F(W)( fh)) > 7(y;), so

we deduce that T(3_;c ;95 +w+Xe) =3 ., lzmwfm( Y; (7)) +7(w)+ A =0.

Hence, limn’ ") (yf(’”) = 7(y;) for all j. From Proposition 5 b) 7 € ./\Afyj(g)(ﬂj)ﬂ

S and by Assumption (WSA) we get 7(>_,c ; ¥ +w-+Ae) > 0, which contradicts
the above equality.

o (LNSF)

We show that there exists F' € F such that for all F € F with F' C F,
the economy &£F satisfies (LNS). We first prove that preferences are non-
satiated. Suppose, on the contrary, that for all F' € F preferences are not
satiated on the attainable allocations, i.e., for all F € Fm there exists z¥ €
A¥(w) such that for some io, there does not exist &£ € X; (2*) N F such that

g >—F oF af. Since A" (w) C A(w) for all F, there exists a subnet (")) er
convergmg weakly to z = ((Zi)ier, (¥j)jes). From Assumptions C(1) and P(1)
we deduce that z € [[;c; Xi(Z) x H e Yj(2) and from Assumption C(3) there
exists a vector (§;)ier € [[;c; Xi(2) such that & >; z @, for all 4. Since the net
(zF ('7)) er converges weakly to Z and because of strong lower hemi-continuity
of X; (Assumption C(2)), for § > 0, there exists 7o € T" such that & + de belongs
to X; (2" for 4 > ~g. Further, there exists F' € F such that & + de € F and
~v1 € T" such that F' C F(y) for all v > =;. Consequently, for all v larger than
70 and 71, & + de € X;(zFO) N F(y) for alli € 1.

Note that (z,&; + de, Z;) € G;. Accordingly to Assumption C(4) there exists
72 € I such that for all v > ~,, (280 & + (56,3&5(7)) ¢ G;. Consequently,
for v large enough both & + de and mf(v) belong to X;(2F) N F(v) and
£+ de >f§l{w) wfh) for all ¢ € I. This contradicts our previous claim that for
some ip, there does not exist «ffg € X;,(2F) N F such that &, = 10 LF xfz

Since preferences are also convex (Assumption C(3)) we deduce that they
are locally non-satiated.

Proof of Lemma 12

We want to prove that for all (p, z,t) € S¢ x Z°x ., if (y;) € A°(w+te, 2) it fol-
lows that p(3_ ;¢ ; y;+w+te) > 0. By Propositions 13 and 14, there exists a con-
tinuous, positive, linear functional = which extends p to the whole space L and
e mjeJN}/j(z)(yj). Hence, (m,2,t) € S x Zx, and (y;) € A(w + te, z). Since
> jes Yj +w +te belongs to L(e)+ we get by Assumption SA 0 < 7(3°,c;y; +
w+te) =p(3_;c;Y; +w+te). Hence, the Lemma is proved.
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