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Summary. We consider exchange economies with a measure space of agents and
for which the commodity space is a separable and reflexive Banach lattice. Under
assumptions imposing uniform bounds on marginal rates of substitution, positive re-
sults on core-Walras equivalence were established in Rustichini—Yannelis [27] and
Podczeck [25]. In this paper we prove that under similar assumptions on marginal
rates of substitution, the set of competitive equilibria (and thus the core) is non-
empty.
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1 Introduction

We consider an exchange economy with infinitely many agents and infinitely many
commodities. Infinite dimensional commodity spaces arise very naturally in eco-
nomics, in particular in problems involving the allocation of resources over an
infinite time horizon (e.g. an /7 commodity space) or uncertainty about the pos-
sibly infinite number of states of nature (e.g. an L?([0, 1]) commodity space). In
our model, the commodity space will be a reflexive and separable Banach space. In
the formulation of the Arrow—Debreu—McKenzie model of an exchange economy

* Thanks to Charalambos D. Aliprantis, Konrad Podczeck, Rabee Tourky, Nicholas C. Yannelis and
an anonymous referee for helpful discussions and suggestions.
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(Arrow—Debreu [5], McKenzie [22], Debreu [11]), a finite number of agents take
prices as given. This formulation raises a conceptual difficulty: a finite number of
agents should mean that individuals are able to exercise some influence, which
contradicts the price-taking behavior assumption. To model perfectly competitive
markets, we follow Aumann [6,7] and Hildenbrand [14], who suggested to model
the set of agents by a finite complete measure space. The insignificance of individual
agents is thus captured by the idea of a set of zero measure.

In the literature dealing with large economies (infinitely many agents), two so-
lution concepts are used: the competitive (Walrasian) equilibrium and the core. For
the first concept, agents are assumed to take prices as given and they engage in
the sale and purchase of commodities in order to maximize their utilities subject to
their budgets. Agents trade freely in a decentralized market and this process results
in allocations which equate supply with demand. The second concept allows for the
possibility of cooperation among agents. They are allowed to bargain multilaterally
which leads to an allocation of resources where it is not possible for any coalition
of agents to redistribute their initial endowments among themselves in any way that
makes each member of the coalition better off. Aumann [6] proved that in perfectly
competitive economies (i.e. economies with an atomless finite measure space of
agents) with finitely many commodities, the core coincides with the set of com-
petitive equilibria. He also proved in [7], that the set of competitive equilibria (and
thus the core) is non-empty. The core-Walras equivalence theorem was extended
by Rustichini—Yannelis [27], to commodity spaces being separable Banach spaces.

In the framework of large square economies (i.e. with infinitely many agents
and infinitely many commodities), there are several equilibrium existence results:
Bewley [9], Khan—Yannelis [ 16], Podczeck [24] and Martins-da-Rocha [ 19] for sep-
arable Banach commodity spaces with an interior point in the positive cone; and
Mas-Colell [21], Jones [15], Ostroy—Zame [23], Podczeck [24,26] and Martins-
da-Rocha [20] for economies with differentiated commodities.! To the best of our
knowledge, this paper is the first to provide an equilibrium existence result for
economies with a separable and reflexive Banach lattice (i.e. ¢” or LP([0, 1]) for
1 < p < 400). Under assumptions imposing uniform bounds on marginal rates
of substitution, positive results on core-Walras equivalence were established in
Rustichini—Yannelis [27] and Podczeck [25]. In this paper we prove that under
similar assumptions on marginal rates of substitution, the set of competitive equi-
libria (and thus the core) is non-empty. More precisely, we provide two frameworks
to prove the existence of competitive equilibria. In the first one, existence is proved
under an assumption (borrowed from Zame [30] and Podczeck [25]) imposing the
existence, at each state of nature, of uniform (over consumption) upper and lower
bounds on marginal rates of substitution. In the second one, the commodity space is
¢P and existence is proved for preference relations represented by separable utility
functions. But for this framework, we only require the existence of an upper bound
on the marginal rates of substitution at the initial endowment (and not uniformly

! The commodity space is M ([0, 1]) the space of Radon measures on [0, 1] and the price space is
C([0, 1]) the space of continuous functions on [0, 1].
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over consumption) and we require the existence of a uniform (over consumption)
lower bound on the marginal rates of substitution at only one state of nature.

Recently, Tourky—Yannelis [28] showed that, when aggregation of individual
commodity bundles is formalized in terms of the Bochner integral, given a non-
separable Hilbert space F, and given any atomless measure space ({2, A, i), there
is an economy with ({2, .4, i) as space of agents and E as commodity space that
has a non-empty core but does not have a competitive equilibrium. Contrasting
with the positive results of Aumann [6,7] and their extensions to separable Banach
commodity spaces by Rustichini—Yannelis [27], the crucial condition to get these
results is that there are "many more agents than commodities”. More precisely,
Podczeck [25] proved that the class {E} of Banach spaces such that, under a
list of "desirable assumptions", any atomless economy with commodity space E
exhibits core-Walras equivalence? is exactly the class of Banach spaces that are
separable. However, there is no characterization in the literature of a class of Banach
spaces as those spaces in which the existence of competitive equilibria holds. In our
framework, the commodity space is a separable Banach space, thus under "desirable
assumptions” the core-Walras equivalence theorem is valid. But, the separability
assumption of the commodity space is no more sufficient to get the existence of
competitive equilibria. We introduce an additional assumption which requires a
compatibility (Definition 2.2 and Assumption 3.4) between the geometry of the
lattice ordering of the commodity space and initial endowments. When L?([0, 1])
is endowed with the natural pointwise lattice ordering, we construct an economy
satisfying a list of "desirable assumptions", but not satisfying the compatibility
assumption and for which there are no competitive equilibria at all. It appears that for
the issue of the existence of competitive equilibria, the topological way of measuring
the cardinality of the number of markets introduced by Tourky—Yannelis [28] is not
appropriate. It is the geometric structure of the lattice ordering that matters. In this
paper, several examples of lattice ordering which satisfy the compatibility condition
are given. For these examples, the positive cone has countably many extreme rays.
However the number of extreme directions of the positive cone is not the appropriate
way of measuring the cardinality of the number of markets since positive results
for smooth positive cones® are given in Martins-da-Rocha [20].

Following the approach used in Martins-da-Rocha [19,20], our proof of the
existence of an equilibrium is based on the discretization of the set of agents.
We approximate the initial economy £ by a sequence of economies (£™) with
finitely many agents. To each finite economy £", we use the lattice structure of
the commodity space and the properness assumptions on preferences to get the
existence of a quasi-equilibrium (2™, p™). The last step consists on proving that
the sequence (z™, p™) converges to an equilibrium (z, p). In order to apply a Fatou
type lemma to the sequence of mappings (z™), we need a specific compatibility
(Definition 2.2 and Assumption 3.4) between the geometry of the lattice ordering
and initial endowments.

2 When feasibility of allocation is defined in terms of the Bochner integral.
3 The commodity space is M ([0, 1]) ordered by the natural pointwise positive cone.



472 A. Araujo et al.

The paper is organized as follows. In Section 2 we define the model of an
economy with infinitely many agents and commodities and we set out the main
definitions and notations. In Section 3 we give the list of assumptions that economies
will be required to satisfy and we present the two existence results. The different
assumptions on the marginal rates of substitution are discussed in Section 4. Finally,
Section 5 is devoted to the proof of the two theorems.

2 The model
2.1 Preliminaries

Let E be a separable and reflexive Banach lattice.* We denote by E* the dual space
of I, i.e. the space of all continuous linear functions from E into R. If # € E and
p € E*, the value p(x) of p at z will often be denoted (p, ). We write ||.|| for both
the norm of F and the dual norm of E*. We write w for the weak topology o (E, E*)
on E, w* for the weak-star topology o(E*, E) on E*, and s for the norm-topology.
As usual, the ordering of E is denoted by >, and E; denotes the positive cone of
E,ie. E;f = {x € E : z > 0}. The dual space E* will always be regarded as
endowed with the dual ordering, i.e. £ = {p € E* : p(x) >0, Vo € E{}. A
vector x € F is said positive if > 0, a linear functional ¢ € E* is said strictly
positive if ¢(x) > 0 whenever x belongs to E \ {0}. For z,y € E the expressions
xt, 27, |x| have the usual lattice theoretical meaning. Let 7 be a topology on E.
If (Cy,), is a sequence of subsets of F, the T-sequential upper limit of (C},),, is
denoted 7-1s,,C,, and is defined by

718, Cpp:={zx €E: z=7- h}gnaztk7 z* e Cniy}

where (Cy,x))r is a subsequence of (Cf, ).

The Borel o-algebra of E for the norm-topology or for the weak-topology
coincide and is denoted by B. Let ({2, .4, 1) be a complete finite positive measure
space. A correspondence F from {2 to F is said to be graph measurable if {(a, x) €
N2 x E: x € F(a)} belongs to A® B. A correspondence P from {2to E X E'is
said to be graph measurable if {(a,z,2) € 2 x E X E : (z,z) € P(a)} belongs
to A ® B ® B. A mapping s from {2 to E is simple if there exist z1, z2,... ,2n
in £ and Ay, Ay, ..., A, in A such that s = "1 | z;x4, where x4,(a) = 1
ifa € A; and xa,(a) = 0if a ¢ A;. A mapping z : 2 — FE is Bochner
measurable if there is a sequence of simple mappings s,, : {2 — FE such that
lim, ||sn(a) — z(a)|| = 0 almost every where. Since E is separable, we know
from Pettis’ measurability theorem (see [12, Theorem II.1.2, p.42]) that a mapping
x : 2 — Eis Bochner measurable if and only if foreach B € B,z 1(B) := {a €
2 : z(a) € B} belongs to .A. A Bochner measurable mapping z from (2 to E is
Bochner integrable if there is a sequence of simple mappings s,, : {2 — FE such that
lim,, [, |sn(a) — x(a)|| du(a) = 0. For each measurable set A in A, we denote
by [, xdp the limit lim,, [, s,dpu. It can easily be shown (see [12, p.45]) that a

4 We refer to Aliprantis—Border [2] for definitions.
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Bochner measurable mapping x is Bochner integrable if and only if the mapping
a > |lz(a)| is integrable. In particular || [, zdu|| < [, |z(a)|| du(a).

2.2 Fatou’s cone

We define hereafter a class of lattice orderings which will enable us to apply a Fatou
type lemma.

Definition 2.1. Let F be a Banach lattice, a functional p from F into [—o0, +00]
is a positive extended linear functional if

(i) thespace E? = {x € E : p(x) € R} is a vector subspace of E,
(ii) the restriction of p to E* is linear and,
(iii) the functional p is positive, i.e. forany y > = > 0, we have p(y) > p(z) > 0.

Definition 2.2. Let E be a Banach lattice ordered by a positive cone E; and let
e : 2 — E, be a Bochner integrable mapping. The cone F is a Fatou’s cone
relatively to e if there exists a positive extended linear functional p such that

(a) forevery z in E, ||z|| < p(x),
(b) the function a — ple(a)] from §2 to R is integrable.

Example 2.3. Take E = (P for any 1 < p < o0, and £, = (% the natural
pointwise positive cone.’ Then, for any Bochner integrable mapping e : 2 — ¢~
if the function® a — |le(a)||, is integrable, then E. is a Fatou’s cone relatively
to e.

Example 2.4. Take E = L*([0,1]) and let (b,,),, be an Hilbert basis of E. Let
Ei={ze€E:VneN/zxb,) >0},

then E is a Banach lattice. Moreover, if e : {2 — E. is a Bochner integrable
mapping such that the function

a—> Z (e(a),by)

is integrable, then E is a Fatou’s cone relatively to e.

Remark 2.5. In the above two examples, the positive cone has countably many
extreme rays. Let (7', 7, o) be an atomless measure space and 1 < p < +o00. We
prove in Appendix B.2 that when E = LP(T,T,0) is ordered by the pointwise
"smooth" positive cone £ = LP(T,T,o), then for every Bochner integrable
mapping e : 2 — FE, with fQ edp > 0, the cone E is not a Fatou’s cone
relatively to e.

3 The natural pointwise positive cone of £7 is (£ = {x = (xr) € P : Vn € N, zp, > 0}.
6 If x = (zn) belongs to £P, we let ||z||, = 3, |znl.
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2.3 The model

An economy £ is a list
E=((2,A,p),E, X, =€),

where X is a correspondence from (2 to F, > is a correspondence from (2 to
E x E and e is a mapping from {2 to E. The space of agents is (2,4, 1), a
complete finite positive measure space. The commodity space is E. For each agent
a € {2, the consumption set is X (a), the initial endowment is e(a) € E and the
preference/indifference relation is »=,C X (a) x X (a), a reflexive binary relation
on X(a).

We define the correspondence’ P, : X(a) — X(a) by Pu(z) = {2/ €
X(a) : 2’ =4 z}. In particular, if x € X(a) is a consumption bundle, the
set P,(z) is the set of consumption bundles strictly preferred to = by agent a.
We let P be the correspondence from {2 to F x E defined for each a € {2 by
P(a) ={(z,2") € X(a) x X(a) : o' =4 z}.

The set of allocations (or plans) of the economy is the set S*(X) of Bochner
integrable selections of X, i.e. S*(X) is the set of mappings z from §2 to E which
are Bochner integrable and which satisfies 2:(a) € X (a) for almost every a € 2.
An allocation z € S*(X) is feasible if

/xd,u:/ edp.
o, 2

We assume that the mapping e : {2 — F is a Bochner integrable mapping and
we denote by w := [ (, €dp the aggregate initial endowment.

Definition 2.6. A pair (z,p) consisting of a feasible allocation z and a non-zero
price p is said to be a competitive equilibrium if for almostevery a € §2, (p, z(a)) =
(p,e(a)), and z € P,(x(a)) implies (p, z) > (p,xz(a)).

3 Existence of a competitive equilibrium

We will maintain in this paper the following assumptions on the economy &.

Assumption 3.1. For each a € (2,

(i) the consumption set is X (a) = Ey;

(i) rthe initial endowment is not zero, i.e. e(a) > 0;

(iil) > is reflexive, transitive and complete;

(iv) », is strictly monotone, i.e. for each x € X (a), if z > x then z =, «.

7 As usual, Yy >q T means [y =, = and x %, y]. Note that the binary relation >, coincide with
the graph of the correspondence Py, .
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Assumption 3.2. For each a € (2, for every x € X(a),

() the sets P,(z) and P;'(z) = {z € X(a): x =, 2} are norm-open in X (a);
(ii) the set {z € X(a): z =, x} is convex.

Assumption 3.3. The correspondence P is graph measurable.
Assumption 3.4. The positive cone E is a Fatou’s cone relatively to e.

Remark 3.1. Assumptions 3.1-3.3 are standard in the literature dealing with ex-
change economies with finitely or infinitely many agents. We will see that in our
framework, we can not dispense with Assumption 3.4.

We provide hereafter two frameworks to prove the existence of competitive
equilibria. In the first one, existence is proved under an assumption imposing up-
per and lower uniform (over agents and consumption) bounds on marginal rates
of substitution. In the second one, existence is proved for preference relations rep-
resented by separable utility functions defined on ¢, but the assumption on the
marginal rates of substitution required for the existence is weaker. We only require
a uniform (over agents only) upper bound on the marginal rates of substitution at
the initial endowment and a uniform (over agents and consumption) lower bound
on the marginal rates of substitution at only one state of nature.

3.1 The general case

In this section, we consider economies with general preference relations. The fol-
lowing requirement is borrowed from Zame [30]. It is discussed in Section 4.

Definition 3.2. The preference relations (=) are said to be strong-uniformly
proper, if there exist strictly positive prices o and § in E* with a < § and such
that for every a € {2, whenever x,u,v € E, satisfy v < z and (o, u) > (5,v)
thenz — v+ u =, x.

An economy € is said strong-uniformly proper if it has strong-uniformly proper
preference relations.

We can now state our first result for economies with general preference relations.

Theorem 3.3. If the economy & is strong-uniformly proper then there exists a
competitive equilibrium.

Remark 3.4. The strong-uniform properness assumption was already used in
Zame [30]. Podczeck in [26] proved the equivalence between the core and the set of
competitive equilibria under this assumption. Note that Rustichini—Yannelis [27]
also proved the equivalence between the core and the set of competitive equilibria
under another properness assumption.

Assumption 3.4 is unusual. Following Zame [30] we provide hereafter two
examples of a strong-uniformly proper economies satisfying Assumptions 3.1-3.3
and not satisfying Assumption 3.4. For these economies the set of competitive
equilibria is empty.
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Counterexample 3.5. Consider the economy £ where {2 = [0, 1], Ais the Lebesgue
o-algebra and  is the Lebesgue measure. The commodity space E is 7 for 1 <
p < 400, ordered by the pointwise positive cone ¢/, . For each trader a € [0, 1], the
utility function u,, is defined by

ug(z) = 2(2 +a) "z,

neN

and the initial endowment is defined by e(a) = (1,1/2,1/3,...,1/n,...). The
economy & is strong-uniformly proper, it satisfies Assumptions 3.1-3.3 but not
Assumption 3.4. It is proved in Zame [30] that £ has no competitive equilibrium.

Counterexample 3.6. Consider the economy & where 2 = [0,1], A is the
Lebesgue o-algebra and p is the Lebesgue measure. The commodity space FE is
L?([0,1], ) where 1 < p < 400 ordered by the "smooth" pointwise positive cone
L?([0,1], )+ . For each trader a € [0, 1], the utility function u, is defined by

a(2) = /H Ga(t)x(t)dt)

and the initial endowment is e(a) : ¢ — 1. For each a € (0, 1], the function ¢, is
defined by

1 t
_ _ i <t <
2+2a if0<t<a
qat:
®) a—2 t

ifa <t<1.
2a—1) T2a-n "
The economy € is strong-uniformly proper, it satisfies Assumptions 3.1-3.3 but not
Assumption 3.4. It is proved in Zame [30] that £ has no competitive equilibrium.

3.2 The separable case

In this section, we consider economies with the space ¢P as the commodity space and
for which preference relations are represented by separable utility functions. For
each 1 < p < +00, we denote by ¢P the real vector space of sequences = (xy)j in
RY such that lim,, 3"_, |#x|P < oo and we denote by zll, = ke |z |P) /P
We denote by /% the natural positive cone defined by 2 € ¢4 if and only if z;, > 0
for each & € N. The space £” endowed with the norm |||, and the positive cone £%,
is a reflexive and separable Banach lattice whose dual is £? where 1 < ¢ < 00 is
definedby 1/p+1/q = 1.

Definition 3.7. A utility function u : . — R is called separable if there exists for
each n, a function v, : [0, +00) — R concave and strictly increasing such that

Ve ey, u(x)= Z U (Th).

neN
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The function v = (v,,) is called the kernel of w. The left derivative of v, int > 0
is noted v, (¢) and the right derivative is denoted v} (¢). If 2 € ¢/ then we note
v~ (z) = (v, (zn))n.Forz € £ wedefine S(x) = {h € £*: 3t > 0, z+th > 0}
andI(z) = S(x)N—S(x). Wedefine v’ (z)-h = lim, (1 /r)[u(x+rh)—u(z)] for
eachz € (% andeachh € S(z).Note thatif h > Othenv/(z)-h = Y, v} (xn)hy,.

For economies with separable utility functions, a weaker condition than the uni-
form properness will be sufficient to prove the existence of competitive equilibria.

Definition 3.8. An economy & is said separably proper if for each agent a € (2,
the preference relation =, is represented® by a separable utility function v, which
kernel is denoted v, and if there exists a measurable set {2’ € A of full measure,’
satisfying the following conditions.

(a) There exists 8 € £9 such that for each a € (7,
v, (e(a)) < 8.
(b) There exists k¥ € N and ay, > 0 such that wio, > 0 and for each a € (7,

0 <oy < inf{vik(t): t>0} = t—l>i+moo vik(t).

We can now state our second existence result for economies with preference
relations represented by utility functions.

Theorem 3.9. Ifthe economy & is separably proper then there exists a competitive
equilibrium.

The two properness conditions are not comparable. Obviously, not all strong-
uniformly proper economies are separably proper. Moreover, we provide hereafter
an example of an economy which is separably proper but not strong-uniformly
proper.

Example 3.10. Consider the economy £ where {2 = [0, 1], A is the Lebesgue o-
algebra and p is the Lebesgue measure. For each trader a € [0, 1], the consumption
set coincide with /%, the utility function u, is defined by

1 — exp(—ax,n?
ua(:c):xo—FZ 22 n’)
n>1

and the initial endowment is defined by e(a) = (1,1/2,1/3,...,1/n,...). Fol-
lowing Example 4.6 the economy & satisfies Assumptions 3.1-3.4. Moreover this
economy is separably proper but not strong-uniformly proper.

4 Proper economies

We discuss in this section the notions of properness used in Theorem 3.3 and
Theorem 3.9.

8 Thatis ' =4 x if and only if ug (z') > ue ().
° Thatis u(2\ £2') = 0.
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4.1 Strong-uniformly proper economies

We recall that the preference relations (=, ) are said to be strong-uniformly proper,
if there exist strictly positive prices « and (3 in E; with a < 3 and such that for
every a € (2, whenever z,u,v € E, satisfy v < x and (o, u) > (f3,v) then
T — v + u >, x. This properness condition is borrowed from Zame [30]. Note
that this is a requirement on preferences that is uniform over agents as well as
over consumption. We refer to Zame [30] for a discussion of this condition as well
as for corresponding examples. Following Podczeck [25], it may be seen that if
foreach a € 2, {y € X(a): y =, x} is convex then uniform properness is
equivalent to the following statement: There are strictly positive prices a, 8 € E¥,
such that given any a € {2 and x € X (a) there is a price p in the order interval
[a, B] such that (p,x) < (p,y) forall y € X(a) with y », x. Since supporting
prices are measures of marginal rates of substitution, the strong-uniform properness
assumption is a condition that puts strong bounds on these rates.

We recall the notion of uniform properness introduced by Yannelis—Zame [29]
for economies with finitely many agents.

Definition 4.1. The preference relations () are said to be v-uniformly proper
with v € E, if there exists a norm-open 0-neighborhood V' C E such that for each
a€ () foreachx € By, (x +1')NEL C P,(z) where I' = Ugsot(v + V).

Remark 4.2. The strong-uniform properness assumption on the preference rela-
tions implies that

YVae 2, VeeE,, (z+I)NE;CP,(x),

where I is the convex and norm-open cone defined by I' = {x € E: a(z™) >

Bla™)}-

Example 4.3. Consider the case of positive separable utility functions ug : £, —

R, defined by the formula uq(z) = >, Va,n(xn) Where for each n, the function

Van : [0,+00) — R is continuous, the derivative vy, ,, (t) exists for each ¢ > 0.

Suppose that there exist a and 3 two strictly positive functionals in 7 such that
VYae 2, Vt>0, an<uv,,(t) <O

a

Then the preference relations defined by the utility functions (ug)qc( are strong-
uniformly proper. Indeed, let x,y,z € ¢4 satisfying y < z and a(z) > B(y).
Using the mean value theorem, we see that for each n there exists ¢,, > 0 such that

/

Ua,n(xn —Yn + Zn) - Un(m) = 'Ua,n(tn)[zn - yn]
But vtlz,n(tn)[zn - yn] = QpZpn — ﬁnyn, in particular
u(lx —y+2)—v(z) = alz) — B(y) > 0.

We refer to Araujo—Monteiro [3], Le Van [17] and Aliprantis [1] for precisions
about proper conditions for separable utility functions.
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4.2 Separably proper economies

Following Aliprantis [1], we introduce the following notion of separable utility
function.

Definition 4.4. A separable utility function u : (£ — R, where u(z) =
> Un(xy), is said to be rational if for each n € N,

() v,(0) =0;
(b) v, is positive, continuous and concave on [0, +00); and
(¢) vy, is differentiable on (0, +00) with v}, (¢) > 0 for each ¢ > 0.

Now let u be a rational separable utility function. The components of the lower
and upper gradient sequences v’ = (v},v5,...) and v = (v),7},...) are given
by

r . / =/ 1 /
Uy = t—lggloo vn(t) and Up = %g% vn(t)

Following Aliprantis [1, Theorem 6.7], we have the following result.

Proposition 4.5. Let u : ¢, — R be rational utility function given by u(z) =
> Un(xn). If the preference relations represented by u are w-uniformly proper
for some w € (P strictly positive, then

(a) the lower gradient v' is non-zero and belongs to {%.; and
(b) there exists some k € N such that

(0,0,...,0,0, Uppy,...) € L4

It follows that if £ is an economy with rational separable utility function such
that £ is w-uniformly proper and w is strictly positive, then £ is separably proper.
We provide hereafter an example of a rational separable utility function which is
separably proper but which is not uniformly proper.

Example 4.6. Consider the rational separable utility function v : . — R defined
by

1 — exp(—tn?
vo(t)=t and Vn =1, wv,(t)= %'

For each n > 1, v/,(t) = exp(—n?t). It follows that

v =(1,0,0,...) and 7 =(1,1,1,...).

It follows that u is not uniformly proper. However if e = (ey,),, is defined by ¢y = 1
and for each n > 1 by e,, = 1/n then

v'(e) = (e7"), € 1.

Hence w is separably proper.
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5 Proof of Theorem 3.3 and Theorem 3.9

Since F is a separable and reflexive Banach space, it follows that E* is norm-
separable. Let (p;);cn be a norm-dense sequence in the closed unit ball of E* and
define for each x, y in F,

i€N

The topology defined by this distance coincide with the w-topology on norm-
bounded subsets of E. Moreover, the d-topology is separable and the Borel o-
algebra generated by d coincide with the Borel o-algebra 5 generated by the norm-
topology and the w-topology.

Let £ be an economy satisfying Assumptions 3.1-3.4. Suppose that £ is ei-
ther strong-uniformly proper or separably proper. The correspondence X is graph
measurable. Applying Theorem B.1, there exists a sequence (fi)x of measurable
selections of X such that for each a € 2, X (a) = s-cl{ fx(a): k € N}. For every
k € N, we let Ry, be the correspondence from 2 into E, defined by Ry (a) = {z €
Ei: x>, fr(a)}. Foreachv € N,welet X, : a — X, (a) := X(a) NvB and
Ry, :a— Ry (a) := Ri(a) NvB, where B is the closed unit ball in E.

Claim 5.1. There exists'® a sequence (0"), of measurable partitions 0" =
(AM);esn of (12, A), and a sequence (A™),, of finite sets A™ = {al* : i € S"}
subordinated to the measurable partition o™, satisfying '' for each a € 12,

() lim,|e"(a) —e(a)]| =0 and Yk eN, lim, | f(a)— fr(a)|| =0;
(ii) for each v € N, for each sequence (z™),, of E, d-converging to x € E and
foreveryk € N,

lim d(z", Ry, (a)) = d(z, Ry, (a));

(iii) if we pose'? g(a) := ple(a)] then g is an integrable function satisfying
YneN, ple"(a)] <1+ g(a).

Proof. If f is a function from (2 to F, then we let {f(.)} be the correspondence
from {2 into E defined for each a € 2, by {f(.)}(a) := {f(a)}. Note that if f is
measurable then f is Bochner integrable if and only if || f(.)|| : a — || f(a)|| from
2 to R, is integrable.

Let Z := E x F and consider the following distance ¢ on Z defined for each
x = (x1,22) and y = (y1,y2) in Z by

8(z,y) = llzr — pall + d(@2, y2).

10" We refer to Appendix A.2 for definitions and notations.
1 Following notations of Section B.2, if f is function from §2 to F, then for each n, {f(.)}"* =
{3

12 The functional p is given by Assumption 3.4.
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The metric space (Z,d) is complete and separable. Let G := {p[e(.)]} and"?

Fi={{e()} x {0}, {fr()} x {0}, {0} x Ry : k €N},
Now apply Theorem B.6.

We construct a sequence (£™),, of economies with finitely many consumers
converging to £. We let

gn = ((In’21n70)7E’ Xn7>n’en) Y

where I = {i € S™: u(AF) # 0} is the finite set of consumers; o is the counting
measure on ["; for each agent ¢ € I"™, the consumption set is defined by X" :=
w(AMX (a*) = E, the initial endowment is defined by e’ := u(AM)e(al)
and the preference relation is defined by =’ =7 z if and only if (2'/u(A})) =an
(x/p(AD)). In particular, the correspondence of strictly preferred bundles P from
X[ to X' is defined by P[*(x) = u(A}) Pur (z/p(A})), for each z € X7

Claim 5.2. There exists a feasible allocation (x');cin for the finite economy E,

a non-zero price p" and a w*-compact set K C E* such that

(1) for each i € I™, (p™,al) = (p",el), and z € Pl(zl) implies (p", z) >
{p",a}); and
(2) p" € K with (p™,w) = 1.

Proof. If the economy & is strong-uniformly proper then each economy £” satisfies
the assumptions of Theorem A.1. In particular if we let K := {q € E*: (q,w) =
land (q,I') > 0}, where ' = {z € E : (a,z") > (3,27)}, then Claim 5.2 is
proved.

If the economy £ is separably proper then for each n large enough, azwy > 0.
Hence the economy £™ satisfies the assumptions of Theorem A.3. In particular
for each n, [[p"(|, < (1/aywy) ||B]],- Since (wi)n is norm-convergent to Wk, it
follows that the sequence (p™),, lies in a norm-bounded set K C 9. In particular,
Claim 5.2 is proved. d

If we denote by ™ and e” the Bochner integrable mappings defined by
"= Z f?XA;L and " := Z e?XA;‘
ieln ieln

then

(5.1) /x”du:/e”du
Q Q

forae.a € 2, (p",z"(a)) = (p",e"(a))
(5.2) and z € P}(z"(a)) = (p", 2) = (p",e"(a))
(5.3) pt e K and (p",w) = 1.

13 If F and G are two correspondences from 2 to E, then we let F' X G be the correspondence from
2to E x E, defined for each a € 2by (F x G)(a) = F(a) X G(a).
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The set K is w*-compact. Since E is norm-separable, passing to a subsequence
if necessary, we can suppose that (p™),, w*-converge to a non-zero price p € E*
which satisfies (p,w) = 1.

Now we want to apply a Fatou’s Lemma to the sequence (x™). It is only at this
step that we need Assumption 3.4. For each z € F,, ||z|| < p(z); and for each
y € Eq, p(z +vy) = p(z) + p(y). Hence from (5.1), we have

/Q " (@) du(a) < /Q pla™ (@)} du(a) = /Q ple™ (a)]dpu(a).

Applying Claim 5.1, the sequence of Bochner integrable mappings (z"),, is mean
norm-bounded, i.e.

sup /Q " (@) du(a) < +oo.

Passing to a subsequence if necessary, we can suppose that w-lim,, |, o T dp exists
in E. Applying Fatou’s Lemma (Theorem C.1) of Cornet—Martins-da-Rocha [10],
there exists a Bochner integrable mapping x from {2 to E such that

5.4) / xdy < w—lim/ x"du
10 n Jo

(5.5) z(a) € co w-ls,{z,(a)} a.e.

Claim 5.3. The Bochner integrable mapping x satisfies /

xdug/ ed.
Q 2

Proof. This is a direct consequence of Claim 5.1, (5.1) and (5.4). a

Claim 5.4. For almost every a € (2, x(a) € E4 and z € P,(x(a)) implies
(p,2) 2 (p,e(a)).

Proof. Consider £2) = J,,cy 2\ (Uiern A7), then 1u(£29) = 0. Let {2’ be a mea-
surable subset of 2\ 2 with (2 \ ') = 0 and such that all almost everywhere
assumptions and properties are satisfied for each a € (2.

Since X (a) = E isclosed convex, we have that foreacha € 2/, z(a) € X (a).
We will now prove that for each a € (2, if z € P,(z(a)) then (p, z) > (p,e(a)).
Leta € 2 and let z € P,(z(a)). Since By = s-cl{fx(a) : k € N}, we can
suppose (extracting a subsequence if necessary) that (f;(a))x is norm-convergent
to z. But P,(z(a)) is norm-open in E, thus there exists ky € N, such that for
each k > ko, fr(a) € P,(z(a)). To prove that (p, z) > (p,e(a)), it is sufficient to
prove that for each k large enough, (p, fr(a)) > (p,e(a)). Now, let k > k.

Claim 5.5. There exists an increasing function ¢ : N — N such that

vneN, ff™(a)e pem (x“’(”)(a)) .
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Proof. Suppose that for each increasing function ¢ : N — N, there exists an
increasing function ¢ : N — N, such that:

VneN, z¥oo) (a) € wa(n) (a).

Let £ € w-ls{z"(a) : n € N}, then there exists a subsequence (2% (a)),
w-converging to £. In particular (z#°%(™)(a)),, is w-convergent to £. It follows
that there exists » > 0 such that for each n, 2¥°?(")(a) belongs to vB. In
particular, d(z¢°*™ (a), RZ°*"(a)) = 0. Applying Claim 5.1, it follows that
d(¢, Ry, (a)) = 0. Since Rk”u(a) is w-closed and d coincide with w on vB, we
have that £ € Ry(a). Thus w-ls{z"(a)} C Ri(a), and under Assumption 3.2,
this implies that €0 w-ls, {z,(a)} C Ry(a). It follows that z(a) € Ry(a), i.e.
fr(a) € P,(x(a)): contradiction. O

With Claim 5.5 and (5.2), for each n, <p‘p("), FE (a)> > (p?™) 2 (a)).
Passing to the limit, we get that (p, fr(a)) > (p, e(a)). O
Now let Z be the Bochner integrable mapping from {2 to /P defined by

Va e 2, z(a)=z(a)+ (1/u(2)) /Q(e —z)dp.

Claim 5.6. The pair (Z,p) is an equilibrium of E.

Proof. Since [,(e — x)dpu > 0, Assumption 3.1 implies that Z(a) € E and
P,(Z(a)) C P,(x(a)). Inparticular the allocation Z is feasible and for each a € (2,
if z € P,(Z(a)) then (p, z) = (p, e(a)). Since >, is monotone, it follows that Z(a)
belongs to the norm-closure of P,(Z(a)), in particular (p, Z(a)) > (p,e(a)). But
JoZdp = [, edp, it follows that for almost every a € £2, (p, Z(a)) = (p, e(a)).
To prove that (Z, p) is an equilibrium, it is now sufficient to prove that for almost
every a € {2,

inf{(p,2) : 2 € By} < {p,e(a))
Let B :={a € £2': (p,e(a)) > 0}. The set B is measurable and since (p,w) = 1,
u(B) # 0. Now for each a € B, inf{(p,2): 2z € E;} < (p,e(a)) and z €
P.(Z(a)) = (p, 2) = (p,Z(a)). It follows that

Vac B, z¢& Py(z(a)) = (p,2) > (p,2(a)).

The preference relation >, is monotone, i.e. for each z > 0, Z(a) + z € P,(Z(a)).
It follows that for each z > 0, (p,z) > 0. Now from Assumption 3.1, for each
a € 2, e(a) > 0, hence

inf{(p,2) : 2 € B4} = 0 < (p,e(a)). !

Appendix A. Finitely many consumers

We suppose in this section that the economy is finite in the sense that the set of
consumers (£2, A, i) is (1,27, o) where I is a finite set, 2 is the o-algebra of all
subsets of I and o is the counting measure.
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A.l The general case

If £ is strong-uniformly proper then we denote by I” the norm-open convex cone
definedby I'={z € E : (a,2) > (B,27)}.

Theorem A.1. Let £ be a finite economy satisfying Assumptions 3.1-3.4. If £ is
strong-uniformly proper then there exists a pair (x,p) consisting of a feasible
allocation x and a non-zero price p such that

1. foreachi € I, (p,z;) = (p,e;), and z € P;(x;) implies (p, z) = (p, z;);
2. {p,w)=1and (p,I") > 0.

Proof. Since order intervals [0,2] = {y € E: 0 < y < z} are w-compact,'*
following Florenzano [13], there exists a feasible allocation = (x;); such that'>

0¢ G(z) :=co U[Pl(arl) — e
icl

Lemma A.2. G(z)N—I"=0.

Proof. To see this,'® assume by way of contradiction that G(x) N —1I" # (). Then
there exist v € I', (A\;); with \; > 0, >, A = 1 and (2;); with z; € P;(z;) such

that
Z Aizi +y = Z Ai€i.
i i

Suppose first that v > 0. Foreach: € I, wesety; := z; +~. Theny; >; z; for each
1 since preference relations are strictly monotone, whence y; >; x; by transitivity.

One the other hand,
D Ay =Y Nies

and we have thus got a contradiction.

Thus suppose that v~ # 0. We must have v~ < ). \;z;, so by the Riesz
decomposition theorem there exist elements u; > 0 such that u; < z; and
> Aiu; =~ . Set for each 4,

- <ﬂv uz> +
AR R
Since (a,7") > (8,77 ) by definition of I,
(o) = (525 (i) = (),

14 Since F is a Banach lattice, the order interval [0, «] is a subset of ||z|| B. Since E is separable and
reflexive then B is w-compact.

15 n fact x is an Edgeworth equilibrium of €.
16 The argument given in the sequel to establish this lemma is taken from Zame [30] and Podczeck [25].
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with strict inequality if u; # 0. Hence because u; < z; and v; > 0, we have
z; — u; + v; =; z; for each i (in fact, z; — u; + v; =; 2; in case u; # 0), and
therefore by transitivity of preference relations, z; — u; + v; >; x;. Also

Z)\ —u; + v;) Z)\zl v +<ﬂ<%)\uz Zel,

again we get a contradiction. ad

Following Lemma A.2, since I is norm-open, it follows from the separation theorem
that there exists some non-zero linear functional p € E* with (p, g) > — (p,~y) for
each g € G(z) and y € I'. It is now routine to prove that (z, p) satisfies properties
(1) and (2) of Theorem A.1. a

A.2 The separable case

We recall that a utility function v : /£, — R is called separable if there exists for
each n, a function v, : [0, +00) — R concave and strictly increasing such that

Ve el, u(z)= Z U (Th).
neN

Theorem A.3. Let £ be a finite economy satisfying Assumptions 3.1-3.4. If £ is
separably proper then there exists a pair (x,p) consisting of a feasible allocation
x and a non-zero price p such that

(1) foreachi € I, <p,scL> (p, €;), and z € P;(x;) implies (p, z) > (p, x;);
2 (p,w) =Land|]pl, < (1/cxwr) |8l -

The proof of Theorem A.3 is mostly inspired by the proof of Theorem 3 in
Araujo—Monteiro [4].

Proof. We prove Theorem A.3 in two steps. For the first step, we suppose that the
economy satisfies an additional assumption on the initial endowments.

Step 1: Strictly positive initial endowments. Suppose that for each 4, e; is strictly
positive. Let E“ be the vector space of all z € ¢P such that there exists » > 0
satisfying —rw < z < rw. From Lemma 1 in Araujo—Monteiro [4], there exists a
pair (x,p) consisting of a feasible allocation!” z and a non-zero linear functional
p : E¥ — R such that p is positive, i.e. (p, z) > 0 foreach z € E¥; (p,w) =1
and such that

Viel, (px;)=(pe) and z€ P(x;)NEY = (p,2)=(pei).

Now there exists ¢ with (p, e;) > 0, and since u; is strictly monotone, p is strictly
positive, i.e. (p,z) > 0 for each 0 # z € E¥. In particular (p,e;) > 0 for each

17 Note that if « is a feasible allocation then z; € E%.
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i € I. By the concave alternative (see Lemma 5 in [4]), for each ¢ there exists
A; > 0 such that

A.1) Vze BY, wui(z) —wi(xs) <N (p,z— ).
For z € (% we define S(z) = {h € f?: 3t > 0, z+th > 0} and I(2) =
S(z) N —S(z). Using (A.1) like in [4], we have

(A.2) Vhe I(x) NEY,  Ai(p,h) <o, (@in) -

Since e; is strictly positive for each i, we have that b := inf{e,: i € I'} is strictly
positive. Hence E° is norm-dense in /7. From this we conclude that if p is norm-
continuous on E? then we can extend it to a linear functional still noted p in £9,
such that (z, p) satisfies

Viel, (p,z;)={(pe;) and z€ Pix;)= (p,z) = (p,ei).

So let us prove that p is norm-continuous on E°.

We define for each n, I, :== {i € I : x;, > e;,} and for each ¢ we define
N;={neN: i=minl,}. Since z is a feasible allocation, we have I, # () for
every n and (NV;); is a partition of N. Take h € EP, there exists © > 0 such that
—re; < h < re; for each i. Now let h* € EP be defined by

h* = (hl)n, where h; =
0 ifndgN,.

As h' belongs to I(x;), it follows from (A.2) that'®
neN; neN;
Since p is positive, we have that | (p, h) | < 3, (p, h*). It follows that
[, ) | <Y O(A/A) D v (ein) hal:
i neN;

We define u}(z) - h = lim, o(1/r)(u;(z 4 rh) —u;(2)) for each z € ¢4 and each
h € S(z). It follows from (A.1) and separable properness that

0 < apwr < uh(m;) - w < N\

In particular

[P, h) | < (Yawwi) Y > vi,(€im) ha

i nEN;

< (Vapwr) Y Balhnl < (1/crwr) 18Il 121, -

neN

18 Note that v, ,, is a decreasing function.
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From separable properness we have that |[3[|, < +oc. This proves the norm-
continuity of p on EP.

Step 2: Positive initial endowments. Let £ be a separably proper finite economy
satisfying Assumptions 3.1-3.4. Let v be a strictly positive vector of /¥ and con-
sider £” the economy defined by £ = (I, 4P, X, >, e™) where €' := ¢; + (1/n)v.
Since v; (e}) < wv; (e;), the economy £™ is separably proper and satisfies As-
sumptions 3.1-3.4. Applying Step 1, there exists a pair (z™,p™) consisting of
a feasible allocation x™ and a non-zero price p” such that for each ¢ € I,
(p.a?) = (pel), z € Py(a?) implies (p,2) > (p",a7), (p",w") = 1 and
", < (/i) 15,

Since the sequence (w}), is norm-convergent to wy, it follows that the se-
quence (p™), is norm-bounded, and passing to a subsequence if necessary, we
can suppose that the sequence (p™), is w*-convergent to a price p € £? with
Ipll, < (1/ews) || B]|,- Moreover, since (p",w™) = 1 it follows that (p,w) = 1.

For each i, ' belongs to the interval [0,w + v], in particular, passing to a
subsequence if necessary, we can suppose that (z'),, is w-convergent to a; € ¢ .
Moreover, since Zl 7 = w™, we have that x is a feasible allocation for the
economy €. It is now routine to prove that for each i € I, (p, z;) = (p,e;), and
z € P;(z;) implies (p, z) > (p, z;). O

Appendix B. Measurable correspondences

We consider ({2, A, 1) a finite complete measure space and (D, d) a separable
metric space. We recall that a function f : 2 — D is measurable if for each open set
G C D, f~4G) € Awhere f1(G) :={a € 2 : f(a) € G}.A correspondence
F : 2 — D is graph measurable if Gp = {(a,z) € 2 x D : x € F(a)} €
A ® B(D), where B(D) is the o-algebra of Borelian subsets of D.

B.1 Measurable selections

Following Aumann [8], graph measurable correspondences have measurable selec-
tions.

Theorem B.1. Consider F' a graph measurable correspondence from (2 into D
with non-empty values. If (D, d) is complete then there exists a sequence (zp,)r of
measurable selections of F, such that for each a € (2, (z,(a)),, is d-dense in F(a).

B.2 Discretization of measurable correspondences

Definition B.2. A partition 0 = (A;);es of 2 is a measurable partition if for
each i € I, the set A; is non-empty and belongs to A. A finite subset A? of 2 is
subordinated to the partition o if there exists a family (a;);cr € [],; A; such that
AU:{GZ‘I ZGI}

i€l
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Given a couple (o, A7) where 0 = (A4;);cs is a measurable partition of {2,
and A% = {a; : i € I} is a finite set subordinated to o, we consider ¢(o, A7)
the application which maps each measurable function f to a simple measurable
function ¢ (o, A7)(f), defined by

¢(o, A7) (f) ==Y flai)xa,

el
where x 4, 1s the characteristic'® function associated to A;.

Definition B.3. A function s : {2 — D is called a simple function subordinated to
f if there exists a couple (o, A7) where o is a measurable partition of {2, and A
is a finite set subordinated to o, such that s = ¢(co, A7)(f).

Given a couple (o, A?) where o = (A;);c; is a measurable partition of {2, and
A% = {a; : i € I} is a finite set subordinated to o, we consider (o, A”?), the
application which maps each measurable correspondence F' : 2 — D to a simple
measurable correspondence (o, A7) (F'), defined by

(o, A%)( ZF a;)x

i€l

Definition B.4. A correspondence S : {2 — D is called a simple correspondence
subordinated to a correspondence F if there exists a couple (o, A7) where o is
a measurable partition of {2, and A is a finite set subordinated to o, such that

S =(o, A%)(F).

Remark B.5. If f is a function from {2 to D, let { f} be the correspondence from
2 into D, defined for each a € 2 by {f}(a) := {f(a)}. We check that

(0, A7) (F) = {o(0, A7) (f)} -

The space of all non-empty subsets of D is noted P*(D). We let 7y, be the
Wijsman topology on P*(D), that is the weak topology on P*(D) generated by
the family of distance functions (d(z,.))zepn-

Hereafter we assert that for a countable set of graph measurable correspon-
dences, there exists a sequence of measurable partitions approximating each corre-
spondence. The proof of the following theorem is given in Martins-da-Rocha [18].

Theorem B.6. Let F be a countable set of graph measurable correspondences with

non-empty values from (2 into D and let G be a finite set of integrable functions from

{2 into R. There exists a sequence (c™),, of finer and finer measurable partitions

o™ = (A7)icrn of £2, satisfying the following properties.

(a) Let (A™),, be a sequence of finite sets A™ subordinated to the measurable par-
tition o™ and let F' € F. For eachn € N, we define the simple correspondence
F" = (o™, A")(F) subordinated to F. Then for each a € (2, F(a) is the
Wijsman limit of the sequence (F™(a))y, i.e.,

Va € 2, VYreD, limd(x,F"(a))=d(z, F(a)).

19 Thatis, foreach @ € 2, x4,(a) = lifa € A; and x4, (a) = 0 elsewhere.
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(b) There exists a sequence (A™),, of finite sets A™ subordinated to the measurable
partition o™, such that for each n, if we let " := ¢(o™, A™)(f) be the simple
Sfunction subordinated to each f € G, then

Vf€G, YaeR, |f'(a) <1+ lg(a)l.

geg

In particular, for each f € G,

Remark B.7. The property (a) implies in particular that, if (z™),, is a sequence of
D, d-converging to x € D, then

Va € 2, limd(z", F"(a)) = d(z, F(a)).
It follows that if F'is non-empty closed valued, then property (a) implies that

Va € 2, 1s,F"(a) C F(a).

Appendix C. Fatou’s Lemma

The proof of the following theorem is given in Cornet—Martins-da-Rocha [10].

Theorem C.1. Let (12, A, 11) be afinite positive complete measure space. Let (fp, ),
be a sequence of Bochner integrable mappings from {2 to E, which is mean norm-
bounded, i.e.

Sl:bp/_;z | fn(a)]] du(a) < +o0.

Suppose that w-lim,, [ o [ndp exists in E then there exists a Bochner integrable
mapping f such that

/ fdu<w-lim/ Fudu
(9] n (9]

and

f(a) € w-ls,{fn(a)} ae.

Moreover

/Hf(a)lld#(a)<sup/ 1fn (@)l dp(a).
0] n JQ
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Appendix D. Fatou’s cone

Proposition D.1. Let (T, T, o) be an atomless measure space. For 1 < p < 4+o00
we consider the space E = LP(T, T, o) ordered by the cone E. defined by

By ={f e LT, T,0): VteT, f(t) >0}

The space E ordered by the cone E is a Banach lattice. But for every Bochner
integrable mapping e : {2 — E with fQ edp > 0, the cone E is not a Fatou’s
cone relatively to e.

Proof. Consider a Bochner integrable mapping e : 2 — E with | o edp > 0.
Suppose that F is a Fatou’s cone relatively to e, then there exists a positive
extended linear functional p satisfying conditions (a) and (b) of Definition 2.2.
Since a — ple(a)] is integrable, there exists {2’ in A such that u(2 \ ') = 1 and
for all a € 2/, ple(a)] < 4oc0. Moreover, since [, edp > 0, there exists b € {2/
such thate(b) > 0. We letw = e(b), without any loss of generality, we may assume
that ||w|| = 1. We denote by ¢ the probability on (T, 7) defined by

VBT, 8(B)= /B W(®)]Po(dt).

Since (T, T, o) is atomless, the measure space (7', T, ) is also atomless. Apply-
ing Lyapunov Convexity Theorem (see Aliprantis—Border [2, Theorem 12.33]),
{§(B) : Be T} =]0,1]. Fix n > 0, then there exists T; € T such that

1
/ wPdo = —.
Ty n

Now the restriction of 6 to 7"\ 77 is a finite positive measure, such that
{6(B): BeTand BNT, =0} =[0,1—1/n].

Hence there exists T» € T with 75 1T} = () such that

1
/ wPdo = —.
T n

By induction, there exists a measurable partition (71, ... ,T;,) of T such that

1
Vk e {l,... ,n}, / wPdo = —
Ty

n

Foreach k € {1,... ,n}, let x; be the characteristic function of T}, i.e. xx(¢) =1
if t € T}, and xj(t) = 0 elsewhere. Then

B n 1 1/p n n
W =3 (1) =3 ol < 3 ] = o)
k=1 k=1

k=1

contradiction. O
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