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ITAM, Maestría en Teoría Económica 
 
  

General  Equilibrium 
 

Fall 2013 
 

Professor: Levent Ülkü 
CIE-ITAM 

 
 
 

My office hours are Tuesdays 2:30-4:30 but I am usually in my officeand you should feel 
free to email me for an appointment at a different time. 

 
Email me with your questions. Writing down a question in a precise form is a good way 
to understand it better. In all your correspondence with me use levent.ulku@itam.mx 
and write "General Equilibrium" in the subject line. This will  ensure that I see and read 
your email and respond as fast as possible. 

 
The  textbook  for  the  course  is  Microeconomic  Theory  by  Mas-Colell, Whinston and 
Green.   We  will  cover most (but  not all)  of the  material in Chapters 15-19, and 
selected material from Chapters 21-23, time per- mitting.  At times, we will depart from 
the text and focus on some papers. See the detailed course outline on the next page. 

 
  There are slides for this course but they are "work-in-progress." I will post them on e-

itam.  Please let me know if you detect errors. 
 

There will be one midterm and one final exam. I will determine the date for the 
midterm during the semester depending on how fast we progress. Each exam will  be 
worth 50 per cent of your final grade. Exams will  be closed-book and closed-notes. 

 
There  will  be occasional  homework problems or I may just  ask you to complete  an 
argument  we start  in class as homework. I will  not collect or grade homeworks but 
you are welcome to discuss them with me during office hours or in class. 
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Detailed Course  Outline 
 
 
This is a rough outline which may change.  All  chapter references are  to 
MWG. 
 
Weeks  1-4: The fundamental concepts of private ownership  economies with 
production: feasible and Pareto optimal allocations, competitive equilibrium, price 
equilibrium with transfers, price quasiequilibrium with transfers, etc. The main goal is 
to prove the first and second welfare theorems. WT1 is an almost trivial statement  
regarding welfare properties  of price equilibria.   WT2  is  on the decentralizability of 
Pareto optimal allocations in a market economy and its proof is more involved. We will 
make sizable digressions to cover some useful mathematics: asymptotic  cones  (used in 
the proof of the  boundedness  of the set of feasible allocations), and convexity 
including separation of convex sets (used in the proof of WT2 and existence [Ch 17]), 
Caratheodory theorem and Shapley-Folkman Theorem (to be used latern in proving a 
core convergence result due to Anderson 1979.) 
Readings: Chapter 16. 
 
Weeks  5-8: Characterizing competitive equilibrium by a system of inequali- ties. This 
material is covered in 17.B and Appendix A in the text.  The existence problem covered 
in 17.C and Appendix B. Existence with a relaxed Walras Law. (Note that  we are 
skipping large parts of Chapter 17 on stability,  uniqueness and comparative statics of 
competitive equilibrium.) 
 
Readings: 
Sections 17.B, 17C and Appendices A and B to Chapter 17 
Eric Maskin  and Kevin Roberts, 2008, On the Fundamental Theorems of 
General Equilibrium,  Economic Theory 35(2), pp. 233-240. 
 
Weeks  8-10:  Two core-convergence results: (1) the classical result of De- breu and 
Scarf, (2) Anderson's theorem for approximate convergence in finite economies, (3) 
Mas Colell's refinement of Anderson's theorem. 
 
Readings 
Section 18.B for the Debreu-Scarf Theorem 
Robert Anderson, 1978, An Elementary Core Convergence Theorem, Econo- metrica 46, 
pp. 1483-1487. 
Andreu Mas Colell, 1979, A Refinement of the Core Equivalence Theorem, Economics 
Letters 3(4), pp. 307-310. 
 
Weeks  11-13:  Contingent commodity markets, Arrow-Debreu Equilibrium, sequential  
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trade, Radner Equilibrium,  asset  markets,  imperfect and symmet- ric information, 
imperfect and asymmetric information, Rational Expectations Equilibrium. 

Reading 
 

Chapter 19. 
 
Weeks  14- : Competitive equilibrium in indivisible good economies, gross substitutes 
property and its relationship with submodularity, the cardinality condition.  
Mechanism  design with a focus on public good economies.  Cooper- ative bargaining. 
Reading 
S. Bikchandani and J. Mamer, 1997, Competitive Equilibrium in an Ex- change Economy 
with Indivisibilities,  Journal of Economic Theory, 74, pp. 385- 
413. 
C. Bevia, M. Quinzii and J. A. Silva, 1999, Buying Several Indivisible Goods, Mathematical 
Social Sciences, 37, pp. 1-23. 
F. Gul and E. Stachetti, 1999, Walrasian Equilibrium with Gross Substitutes, Journal of 
Economic Theory, 87(1), pp. 95-124. 
Chapters 21-23 in MWG. 


