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Production



• Walrasian Equilibrium with production

Production

- Recall Walrasian Equilibrium


- Formal Setup

• Each player reaches his/her maximum utility


• Market clear



Profit Maximization



• The Model

- Two goods


• Leisure and Consumption


- Constraint


• Fixed amount of time to spend between working and leisure


- Marginal output


• Decreasing marginal output


- Pareto efficiency

Robinson Crusoe Economies 



• Q3. Crusoe has 12 units of time (good 1) to allocate between 
work and leisure. If he works for k hours he can produce 2k 
units of the consumption good (good 2) and can freely dispose 
of each good. Crusoe has utility function:

In-class Question


















