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Introduction 

 General Equilibrium Model assumptions 

 Efficiency in production 

 General equilibrium achieving  

 Efficiency and justice 

 Conclusion 

 Manufacturing- consumption efficiency 

 Exchange efficiency 
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Exchange efficiency 

Definition: 

Effectiveness condition :   

      

MRSC(L)  =   MRSC(B)        



G 
H 

UB1 

UB2 

UB3 

UB 4 

UB5 

 Box scheme 

F 

X L 

X b 

y b Y l 

CC 

X 2  

Y 
1 

x 1 

y 2 

Y 

X 

X 

UL1 

UL2 

UL3 

UL4 

UL5 

Y 

0 L 

0 b  



Good x 

PPF 

R 

                 X 

 Consumer A and B 

            Y  
Consumer A and 

B 

CC 

         X  
Consumer A 

R 

g 

L 

g 

I 

J 

Manufacturing-consumption Efficiency 

         Y  
Consumer B 

Good y 



Good x 

PPF 

R 

PX/PY 

PX/PY 

X  

Good y 

Relative price and production structure 

Y 



P" 

0 L X 

X 

X L 

X b 

y b y l 

CC 

(d 

Y 

Ul 

U B  

Y 

0 

b  
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Social welfare criteria 



Efficiency and justice 

The conflict between efficiency and justice 

B 

UPF 

U B  

U L 

W 1  

The B2 

UL2 

W 2  

W 3  

M * 
M 

L 

 L * 

Social welfare 



Thank you for your attention 


