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Abstract The main purpose of this paper is to investigate on the existence of a com-
petitive equilibrium for a market with consumption and exchange. A variational rep-
resentation is used to study this problem. More precisely, we consider an economy
where utility functions are assumed concave and non-differentiable, and we charac-
terize the equilibrium by means of a variational problem involving the subdifferential
multimap. Thanks to this approach, by introducing suitable perturbed utility functions,
we achieve an existence result when the operator is not coercive and the convex set
might be unbounded.
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1 Introduction

The aim of this paper is to deal with a competitive equilibrium model in a pure exchange
economy. In this work we tackle the problem using the variational inequality approach:
a widely used method (see, e.g., [1-5] and [6,7] for the state-of-the-art of this topic).
The variational inequality theory was introduced by Fichera and Stampacchia, in
the early 1960s, in connection with several equilibrium problems originating from
mathematical physics. In 1973, to study impulse control problems, Bensoussan and
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Lions [8] introduced the idea of quasi-variational inequality which involves point-
to-set maps. Later on, in order to study some problems from operations research,
mathematical programming and optimization theory, Chan and Pang in [9] generalized
the quasi-variational inequality considered in [8], by introducing the so-called gene-
ralized quasi-variational inequality. In [10-15] different equilibrium problems are
studied by means of variational inequalities.

The founder of the theory of competitive economic equilibrium is Leon Walras
[16], who built a system of simultaneous equations to describe an economy and then
showed that the system could be solved to give the equilibrium prices and quantities of
commodity. Yet, eventually, he did not achieve the solutions of this system. Only later
on, with the work of Wald [17], the first rigorous result on the existence of equilibrium
was established. Stimulated by the advances in linear programming, nonlinear analysis
and game theory, many authors, like Arrow and Debreu [18], Mc Kenzie [19], Gale
[20], Nikaido [21], obtained numerous existence results and developed algorithms for
the calculus of the equilibrium by using fixed-point theory.

Starting from 1985, thanks to the development of the variational inequality theory,
several authors provided a more sophisticated analysis, which was characterized by
a considerably deeper approach to the competitive equilibrium problem. Indeed, the
variational inequality method represents an innovative and powerful methodology to
provide not only existence results, but also qualitative results such as sensitivity and
stability analysis and to develop efficient computational processes for the calculation
of the solution.

Our approach is based on the fundamental results presented in the work [4]. Here,
the authors reformulated a competitive equilibrium model of consumption and pro-
duction with trading in the market by means of a suitable variational inequality. Thus,
they studied a variational problem which incorporates Lagrange multipliers, and they
achieved the existence of the equilibrium. Following the idea of [4], in the papers [22—
26] the authors propose the study of competitive equilibrium using a totally different
variational approach. More precisely, they characterize the equilibrium as solution
of a suitable quasi-variational inequality without appealing Lagrange multipliers and
propose a new procedure in order to obtain its existence.

The aim of this paper is to improve the results obtained in the latter works, by relax-
ing the differentiability assumptions on utility functions. Thus, our equilibrium model
is related to a suitable generalized quasi-variational inequality. By using variational
arguments we are able to give the existence of equilibrium solutions. Such approach is
useful not only from a mathematical point of view but also from an economic point of
view, since it allows weakening some classical assumptions. Indeed, in the economic
literature, in order to guarantees the existence of an equilibrium, the strong survivabil-
ity assumption is requested: each consumer must be endowed with all goods to survive
in the market. Here, as introduced in [11], we consider the minima prices which can
be not equal to zero, and we assume a weaker survivability assumption. This condition
ensures that, for any current price, the consumer has always the opportunity to earn
on the sale of its endowment; hence, he can survive in the market.

We would like to conclude by underlining that usually the concept of equilibrium
is connected with the optimization of a functional. Such conclusion can be applied
to Nash, traffic, oligopolistic ...equilibrium problems. The competitive equilibrium
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model represents a more complicate version of the equilibrium, that is, in addition to
maximization to the actions of agents, the determination of market prices is crucial.
Hence, the interest of our study is addressed to the competitive equilibrium since it
represents a general framework into which we can set a wide class of equilibrium
problems, including the aforementioned equilibria.

The paper is organized as follows. In Sect. 2 we recall basic definitions and results.
In Sect. 3 we present the competitive economic equilibrium model. In Sect. 4 we
reformulate the equilibrium as a solution to a suitable variational inequality involving
point-to-set maps. Finally, in Sect. 5 we investigate on the existence of the equilibrium
by using the variational inequality theory.

2 Preliminaries

For the reader’s convenience, in this Section we recall some notations that will be
useful in the sequel.

Let F : R" = R™ be a multivalued map (multimap). The domain and the graph of
F (-) are defined, respectively, as follows:

DomF :={x e R": F(x) # @} CR",

Gph F :={(x,1): t € F(x), x € DomF} C R" x R™.

Definition 2.1 (see [27]) A multimap F : R” = R™, with Dom F # (J is

(a) upper semicontinuous (usc) at x € R” iff for each open set V. C R™, where
F(x) C V, there exists a neighborhood U C R” of x such that for all x’ € U :
F(xh cV;

(b) lower semicontinuous (Isc) at x € R" iff for any sequence of elements {x, },cn C
R", x, — x, and for any y € F(x), there exists a sequence {y,},eny C R”, with
yn € F(x,) Ynand y, — y;

(c) closed iff for any sequences {x,},en C R", {yp}lneny C R™,if x, — x and
Yn € F(x,), yo» = ytheny € F(x).

Definition 2.2 (see [28]) A multimap F : R” = R”" is
(a) monotone iff it has the property that

(h1 — hp, x1 — x2) > 0 whenever h; € F(x1), hy € F(xp);
(b) strongly monotone iff there exists v > O such that
(hi = h2, x1 = x2) = vllxy —x2|® whenever hy € F(x1), hy € F(x2);

(c) a monotone mapping F is maximal monotone iff for every pair
(x,v) € (R" x R™")\ Gph F there exists (x, v) € Gph F with (1 —7,x—X) <0,

where (-, -) is the usual inner product of R".
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Let f : R" — R U {£o0} be a function. The domain of f is denoted by dom f :=
{x e R": f(x) < oo}. A function f is called proper iff f(x) < oo for at least one
x € R"and f(x) > —oo for all x € R".

Definition 2.3 (see [28]) A proper function f is

(a) convex iff for every xg, x; € dom f one has
S =1)xo+7x1) = (1 =1)f(x0) +7f(x1) VT €0, 1];

(b) strongly convex iff there is a constant o > 0 such that

1
F(A=Dxo+tx1) <A —1)f(x0) +f(x1) — Eaf(l —Dllxo — x1[|

for all xg, x; € dom f when 7 € (0, 1);
(c) concave iff — f is convex.

Definition 2.4 (see [29]) A vector x* is said to be a subgradient of a convex function
f atapoint x € dom f iff

FO)=fx)+ " y—x) VyeR".

The set of all subgradients of f at x is called the subdifferential of f at x and is
denoted by 9f (x).

The map x — 9f(x) is a multimap whose values are subsets of R". In general,
af (x) may be empty; when df (x) is not empty, f is subdifferentiable at x. We recall
some properties of the subdifferential of convex functions. By f : R” — R we mean
a function defined on the whole of R”.

Proposition 2.1 (see [30,31]) Let f : R" — R be convex. Then

(a) for x € R", 9f(x) is a nonempty, convex, and compact set;

(b) of : R" = R" is a usc multimap.

Proposition 2.2 (see [28,29]) Let f : R" — R U {*oo} be a proper and convex

Sfunction. Then

(a) for x € dom f, the set 3f (x) is convex and closed;
(b) the multimap of : R" = R”" is monotone;
(c) if f is Isc, its subdifferential df is a maximal monotone operator.

Proposition 2.3 (see [28]) For a function f : R" — R U {£o0} and a value o > 0,
the following properties are equivalent:

(a) Of is strongly monotone with constant o;
(b) f is strongly convex with constant o ;
(c) f— %O’” - |2 is convex.
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Proposition 2.4 (see[28]) Let f : R" — RU{zo0} be afunction suchthat f = g+ fo
with g finite at X, fy smooth on a neighborhood of X, and fy, g convex functions. Then
af (x) = 9g(x) + V fo(x)

We recall a definition and some results about variational problems.

Definition 2.5 Let C € R” be a nonempty, closed, and convex setand let S : C =
R" and @ : C = R”" be multimaps. A Generalized Quasi-Variational Inequality
associated with C, S, @, denoted by GQVI, is the following problem: Find u € S(u)
and ¢ € @ (u) such that

(o, u —u) >0 Yu € S(u). (1)

In particular, when S(#) = C forallu € C, (1)is a Generalized Variational Inequal-
ity (GVI); when @ is single-valued, (1) reduces to the Quasi-Variational Inequality
(QVI). When both @ (u) is singleton and S(u) = C, forallu € C, we have the classical
Variational Inequality (VI).

Theorem 2.1 (see [32]) Let f : R" — R be a convex function and let C C R" be a
nonempty, convex, and closed set. Then, X € C is a solution to problem minycc f(x)
if and only if there exists ¢ € df (X) such that

(o, x —X)>0 VxeC.

Theorem 2.2 (see [33]) If C is a compact, convex and nonempty set and the function
@ : C — R" is continuous, then the VI admits a solution.

Theorem 2.3 (see [32]) If @ is usc, strongly monotone on C and has nonempty convex
and compact values, then GVI has a unique solution.

3 Equilibrium Model

Let us consider an economy of pure exchange with n consumers indexedbya € A =
{1,...,n}and [ different goods indexed by j € J = {1, ..., [}. To each consumer a
is associated a consumption set X, C R!. As usual in the classical theory, the set X, is
nonempty, convex, and closed. Furthermore, X, is bounded from below: there exists
a vector x, such that x, > X, for all x, € X,. However, it is not restrictive assuming
X, C Rﬂr; indeed, since X, is bounded from below, with a change of variables from
Xq to X, = x4 — Xy, it is possible to translate X, into a set X/, C Rl+~ Thus, we
can assume X, C Rﬂr. In this market, the aggregate amount of each commodity is
given exogenously, and the economic problem is that of allocating these among the
consumers. In the study of the consumer behavior it is important to know how the
income is generated. The standard way is to consider that the consumer has an initial

endowment ¢, = (e;, R ei) € X, which represents the amount of various goods
that he can consume or trade with other individuals. Moreover, each consumer chooses
a consumption plan x, = (xé, ey x(ll) € X,. The matrix x = (x1, ..., x,)" is the total

consumption of the market.
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For each a € A we denote by I, the set of indexes corresponding to positive
initial endowments, namely I, := {j € J : e} > 0}, and we assume that each
consumer is endowed with at least one commodity, then I, # . To each commodity
j is associated a non-negative price p/ such that p/ > ¢/, for all j € J, where
g’ represents a fixed minimum price associated to each commodity j and such that
0 <gq/ < % The vector p = (p!,...,p) € Rl+ represents the market prices
which all consumers take as given. In this market, the consumer is characterized by
preferences over commodities so that he can compare and rank various goods available
in the economy. These consumers’ preferences can be represented by utility functions

« 'Rl = R, witha € A. Each consumer is operating in the market to maximize his
utility subject to a natural budget constraint: the value of the consumption plan of the
consumer a at the current price p, (p, x,), cannot exceed his initial income (p, e,).
This leads to the following maximization problem: for alla € A

find x, € M,(p) such thatu,(X,) = maxy,em,(p) Ua(Xa),
where the set M,(p) = {x, € X4 : (p,x4) < (p,e,)} represents the budget con-
straint. From homogeneity of M,, we can assume that p belongs to the set P := { pE
L. J = J ivi i
R, : Zjejp =1, p/ >qg’/Vje J}.Foral}a € Aand p € P, theset M,(p) is
convex and closed, and it is unbounded when p’/ = 0 for some j.

Definition 3.1 Letp € P andx € M(p) := H oA M, (p), we say that (p,X) is a
a
competitive equilibrium for a pure exchange economy iff

foralla € A Us(xz) = max wug(xg), 2)
Xq €My (P,
forall jeJ > (¥ —el) <0 ?3)
acA

From an economic point of view, condition (3) means that the total consumption cannot
exceed the available commodity in the market. From now on, we will use following
assumptions about the consumers’ utility and endowments.

Assumptions

(A1) for all consumers a € A there exists j € J such that g/ # 0 and eé # 0;
(A2) for all consumers a € A, the utility function u, is continuous and concave.

Assumption (A1) means that the consumer a is endowed with at least one com-
modity e} with minimum price greater than zero, g/ # 0. More precisely, he can be
active in the market even if he is not endowed with some goods. In fact the consumer
a has always the opportunity to earn on the sale of its income (p, e;) > 0. We would
like to stress that our assumption (Al) is not usual in the economic literature. That
is, a classical equilibrium exists under the strong survivability assumption: in order
to survive in the market, the consumer a must be endowed with a positive quantity
of every commodity j, namely /, = J. Thanks to the introduction of the minima
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prices and to our variational approach, we are able to obtain that: the existence of the
equilibrium can be ensured without resorting to the strong survivability.

Remark 3.1 If (p, X) is a competitive equilibrium, then

<ﬁ—q, > (X —ea)> <0. )

acA

Indeed, from conditipn (3) and being ﬁj — qj > (, it follows (4). It is interesting to
observe that when ¢/ = 0 for all j € J, the inequality (4) represents the well-known
Walras’ law in the general sense:

<ﬁ, > (X - ea>> <0. )

acA

When equality is verified in (5), the corresponding identity is referred to the Walras’ law
in the narrow sense. Moreover, for each element X € M (p) one has (p, x, —e,) <0
for all a € A; then the Walras’ law (5) holds.

4 Variational Approach

Now, our aim is to relate the competitive equilibria with the solutions of a suitable
variational inequality problem. We consider the following problem:

Findp € P, X € M) = HHGA M,(P) and h = {ha}aea with h, €
0(—uq(xq)):

> {ha, xa — Fa) + <Z(ea N —ﬁ> =0 VY(p.x)ePxMP). (6

acA acA

We observe that, according to Definition 2.5, with

@(p.x) = (3(—u1(X1)), cos B (xn)), D (ea — xa)), V(p,x) € P x R,

acA

x =1, ....%), S(p,x):=PxM(p), V(p,x)eP xR,

the problem (6) represents a generalized quasi-variational inequality. It will be useful
the following:

Remark 4.1 The pair (p, X) is a solution to GQVI (6) if and only if for all a € A, X,
and h, € d(—uy(X,)) are solutions to

(hayxqa —Xq) 2 0 Vxq € My (p), @)
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and P is a solution to
<Z<ea —fa>,p—ﬁ> >0 VpeP. ®)
acA
This is easily seen by testing equation (6), respectively, with (p, x) for x € M(p)

such that

o Xg, Iif s #a,
ST | xq, forall x, € My (p),

and with (p, x) forall p € P.

Theorem 4.1 Under assumptions (Al)—(A2), let (p,X) be a solution to GQVI (6).
Then, if (p, X) verifies inequality (4), it is a competitive equilibrium.

Proof From Remark 4.1, for all @ € A, X, is a solution to (7) and p is a solution to
(8). Hence, from Theorem 2.1, X, is a maximum point of u, in M, (p). It remains to
prove condition (3). We pose

Jt :=[je]: Z(f{;—e{,')>0],

acA

Iy ::[je]: > Eh—el <o, ﬁquj},

acA

and J:=|jeJ: Z()Té—eé)foy ﬁj>61j]-

acA
We suppose by contradiction that J * # (. Firstly, we observe that J ~ # ¢. Indeed,
if J= =@, since > jes q’ < 1, we have p # ¢, then there exists at least one index

j € J* such that p/ > ¢/. Hence

<Z(ea—fa),ﬁ—q> = > (Z(e!; —YZ))(ﬁj—qj)

acA jeJt \aeA
+> (Z(e,’; —f!;)) @ —q”)
jely acA
=> (Z(e!; —fz;))(ﬁf —q/) <0,
jeJt \aeA
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but this contradicts (4), then J~ # . We consider

P +e, vjieJt,
=17, VjelJdy,
i —e%, VielJo,
. _] ] |J7| . — + .
where 0 < ¢ < min {(p/ — ¢ )W ,with0 < |J7[, |J™| < [ denoting, respec-
jeJ—

tively, the cardinality of sets J~ and J*. From choosing of &, we have p/ > ¢/ for
all j € J and

> =

|
M
<
_|_
2
+
M
)
+
M
N
<
|
™
Sk
il

jeJ jeJt jedy jeJ—
_ T
=1l+4elJT|—|J le— =1,
[/~

then p € P. Replacing p in (8); it results

<Z(ea—fa>, 5—ﬁ>=s > (Z(eé—fé))—s:j—f: > (Z@é—x{;)) <0.

acA jeJT \a€A jeJ~ \a€A

But this is false because p is a solution to VI (8). Then J* = @, hence, condition (3)
holds. Then, we conclude that (p, X) is a competitive equilibrium. O

Remark 4.2 Under the classical survivability assumption one has that, for all a €
A, e} > O0forall j € J. Then, it is possible to assume that the minimum price is
equal to zero: g/ = 0 for all j € J. Since X € M (p), the Walras’ law in the general
sense holds; hence, Theorem 4.1 can be reformulated as follows:

Theorem 4.2 Let assumption (A2) be satisfied and e,{ >0VaeA VjeJ Thena

solution (p, x) to GQVI (6) is a competitive equilibrium.

5 Existence Result

In this Section, we investigate on the existence of the competitive equilibrium. Our aim
is to give an existence result without assuming strong concavity and differentiability
conditions on utility functions. Firstly, we observe that, the variational problem (6)
fits in the following general formulation:

Find (u,v) € S1(v) x $2 and (¢1, ¢2) € @1(u, v) X P>(u, v) such that
(pr,u —u) +{p2,v—0) >0 V(u,v) € §1(v) x Sz, )
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where S € R™ and @ = (@1, @) and S are multimaps defined, respectively, from
C1 x Cp and Cy, with C; € R" and C; € R™ nonempty, closed, and convex sets. In
order to give an existence result, we use the following two-level procedure (see, e.g.,
[15]): fixed v € S», we consider the parametric GVI

find u € S1(v) and ¢; € @1(u,v) such that (¢, u—u) >0 Vu e Si(v). (10)

For this problem we obtain existence and regularity results of the solution u(v). Then
we consider the VI

find v € S, and ¢ € @>(u(v),v) such that

(p,v—v)y>0 VYves. (11

For this problem we also obtain the existence of the solution. Finally, (u(v), v) repre-
sents the solution to (9). It will be later useful the following:

Proposition 5.1 Let assumption (Al) holds. For all a € A, the multimap M, : P =
Xq defined as, forallp € P, M,(p) :={xq € Xa: (p,xa —eq) < 0}is closed and
Isc and with closed and convex values.

Proof The multimap M, is closed and with closed and convex values. We prove that
M, is Isc. Let {p,},en € P such that p, — p and we fix x, € M,(p).

— If (p, x4 — ey) < 0O, from the strict inequality and the continuity of the scalar
product, for sufficiently large n, one has (p,, x, — ea)_ < 0.S0x, € My(pn).
—If (p,xqs —es) = 0. Wepose I, := {j € J : x) > 0}; from (Al), since

(p, xq) = (p, eq) > 0, there exists s € I such that p* > 0. We pose

0. if j¢ L,
=l e P e, i el
2jer, (Pn)?
It results: x4, n — X4, xé.,n > (0forall j € J and '
(Pu Xan = €a) = (P Xa — €a) = >, PP (pxa e =0

J
jely Zje/+ (Pn)?
hence x, , € My(py).

Then, for all x, € M,(p) there exists {x, »},eN such that x, , € M, (p,) and x4, —
Xq; namely, M, is a Isc multimap. O

Firstly, we give a preliminary existence result for the variational problem (6), when
utility functions are strongly concave. O

Theorem 5.1 Let assumptions (Al)—(A2) be satisfied and u, be strongly concave.
Then there exists (p, xX) solution to GQVI (6).
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Proof We fix p € P,a € A, and we consider the following parametric GVI: Find
X4 € My(p) and h, € d(—uqy(x,)) such that

(hayXq —Xq) 20 Vxq € My(p) . (12)

In accordance with Proposition 2.1, 9(—u,) is usc with compact and convex values.
Moreover, from Propositions 2.2 and 2.3, 9 (—u,) is a maximal monotone and strongly
monotone map. Hence, by Theorem 2.3, there exists a unique solution to GVI (12).
So, we can define the function:

Xq: P — R! such that Vp € P, X, (p)is the solution to (12).

We prove that X, (+) is continuous on P. Let {p,,},en € P be a sequence converging
to p for all n € N there exist X, , and hy,, € 0(—uq(X4,0)):

<ha,ns Xag — )_Ca,n> >0 Vxa € Mu(pn) . (13)

We consider the sequence {X, , },eN, it results:

() there is at least one subsequence of {X4 n}neN converging to some t € R!. By
Proposition 2.1, d(—u,(e,)) # ¥; thus, we consider hg € d(—uq(e;)). Thanks to
the strong monotonicity of d(—u,), there exists v > 0 such that

(h1 — ha, x1 — x2) > v[x) — 2lI* Vx; xp e R, (14)

whenever h1 € d(—uy(x1)), ha € 9(—uy(x2)). In particular for x; = ¢4, xo =
Xanand by = ho € 9(—uq(eq)), ho = hgpn € 0(—uq(x4,)) and being x, , the
solution to n-GVI (13) and ¢, € M,(p,) for all n, one has

_ 2 _ _
ViXan —eall” < (ho — hapn, ea —Xan) < llholl - 1Xa,n — eall-

Namely,  [[Xanll < lleall + Xan —eall < lleall + Mv"” =M.

So, there exists at least one subsequence {x, 5, } such that X, ,, — t € R,
(ii) 1 is the solution to (12): t = X4(p).

Since M, is a closed multimap, ¢t € M,(p). Being X,_, the solution to (13):

ug(Xqpn) = . Ienﬁx(p )ua (Xan) € ua(xan) <uaXan) Yxan € My(pn) .
’ (15)

For all x, € M,(p), being M, 1sc, one has 3 {x;’n}neN: xé,’n € My(pn), x;’n —
xq. If we replace x"m = X4, in (15) and we pass to the limit, then one has
Uy (xg) < uq(t). Thatis ¢ is the unique solution to GVI (12): t = X,(p).

So, for all a € A, each function X, is continuous on P. Finally, we consider

<Z(ea —X(P)), p —ﬁ> >0 VpeP, (16)

acA
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Since the operator g(p) = > acAXa(p) — eg) is continuous and P is compact, from
Theorem 2.2 there exists at least one solution p to VI (16). Hence (x(p), p) is a
solution to GQVI (6). O

Now, by using perturbation arguments, we obtain another existence result when
utility functions are concave and non-differentiable.

Proposition 5.2 Let assumption (A2) be satisfied. For each ¢ > 0, we define the
perturbed utility function: u, ¢(x) == uy(x) — 8||)c||2 V x € R It results

(i) uq ¢ verifies assumption (A2);
(ii) forall x R! one has 0(—uge)(x) = 0(—uq(x)) + 2ex;
(iii) w4 is strongly concave.

Proof Clearly (i) holds; the equality (ii) follows from Proposition 2.4. We prove
(iii) with standard arguments. From (i7), for all x1, xp € R hy e 0(—uq.e(x1))
and hp € 9(—uq,e)(x2), one has hy = vy + 2ex; and hy = vy + 2ex2, for some
v1 € d(—uq(x1)) and v € 9(—uy(x2)). Then, being d(—u,) a monotone map (see
Proposition 2.2), one has:

(h1 — ha, x1 — x2) = (V1 + 2ex1 — v — 28x2, X1 — X2) =
2
= (v — v2, X1 — X2) + 2&(x1 — x2, X1 — Xx2) = 2¢|lx1 — x2[|7;

that is 9(—ug,¢) is strongly monotone; so u, . is strongly concave. O
Theorem 5.2 Let assumptions (Al)-(A2) be satisfied, then there exists at least one
solution to GQVI (6).

. . . . 1
Proof Fixedn € Nand a € A, we consider the perturbed function u,  with ¢ = —:
n

1
Ugn(X) = Uuqg(x) — —||x||2 vx € R By Proposition 5.2, u, , satisfies assumption

n
(A2), and it is strongly concave. Then, from Theorem 5.1 there exist (p,,Xx,) €
P x M(ﬁn) and h, = {ha,n}aeA with ha,n € a(_ua,n (fa,n))z

Z(ha,n, Xa,n _)?a,n) +<Z(ea _fa,n)’ V4 _ﬁn> >0 A (P’ Xp) € Px M(ﬁn) .
acA acA

(17)
The sequence {X, ,},eN is bounded. Indeed, since d(—uq4 n(es)) # ¥, there exists

2
hon € 0(—ug n(eq)) and hg, = vo + —e, with vy € d(—u,4(ey)). From the strong

n
monotonicity of d(—u, ), there exists v > 0 such that

(1 —hop, x1 —x2) = vlx1 —x2* Vxixp € R, (18)
whenever hy, € 0(—ugn(x1)), hon € 9(—uqn(x2)). In particular for x; = e,
X2 = )_Ca,n and hl,n = hO,n € 8(_ua,n(ea))» h2,n = ha,n S a(_ua,n(fa,n)), being

Xq,n the solution to n-GVI:

(ha,na Xan — fa,n) >0 an,n S Ma(ﬁn) (19)
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and since e, € M, (p,) for all n, one has

_ 2 _ _ _
V”xa,n —eqll” < <h0,n - ha,n’ €aq — xa,n> = <h0,n’ €aq — xa,n> - (ha,nv €q — xa,n)

- 2 —
= lhonll - ¥an = eall = llvo + —eall - [ Xa.n = all

2 _
=< (”UO” + ; ”ea”) 1Xa,n — eall;

which yields  [[Fa,n — eall = £(Ilvoll + 2lleall) =M VneN,

Namely IXanll < lleall + 1Xa.n — eall < lleall + M = K, that is the sequence
{X4.n}nen is bounded. Then, since {p,} € P with P compact, there exists a subse-
quence {(p,, , Xn;)}ren converging to (p, x) € P x M(p). The limit point (p, X) is
a solution to GQVI (6). Indeed, one has

Va e A (ha,n» Xa,n — )_Ca,n> >0 an,n S Ma(ﬁn)’ (20)
<Z(ea ~Tan). P —ﬁn> =0 VpeP. @)
acA

For all p € P, passing to the limit in (20) one has

<Z<ea —)—ca>,p—ﬁ> >0. (22)

acA

Moreover, for all x, € M,(p), since M, is Isc, there exists a sequence {X,4 »},<N such
that x, , € M,(p,) and x4, — X,. From Theorem 2.1 one has

1
- 2 - - 2
Ma,n(xa,n) =< ua,n(xa,n) < ua(xa,n) - ;”xa,n” < Uq (xa,n) - ;l”xa,n” .

Passing to the limit, from continuity of u,, one has u,(x,) < u,(x,). Hence, X, is a
maximal point of u, in M, (p). Then, from Theorem 2.1, there exists i, € 9(—uy(x,))
such that

(hayXa —Xq) =0 Vxq, € My (p) . (23)

So, from (23) and (22), it follows that (p, X) is a solution to GQVI (6). O

We observe that, under assumptions (A1) and (A2), there exists (p, X) solution
to GQVI (6) (Theorem 5.2). Moreover, if (p, x) verifies inequality (4), then it is a
competitive equilibrium (Theorem 4.1).

Theorem 5.3 Let assumption (A2) be satisfied and e£ >0 Vae A, VjelJ. Then
there exists the competitive equilibrium for a pure exchange economy.

Proof 1t follows from Theorems 4.2 and 5.2. O
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6 Conclusions

In this paper we investigated on the existence of a competitive equilibrium for a
market with consumption and exchange using a variational inequality approach. The
variational representation, which we set up for a competitive economic model, fits in
the general formulation (9). In this paper we achieved a new and useful methodology
to obtain both the existence of the solution and the computational procedures for the
calculus by using a two-level procedure (see Sect. 5). These methods, which we applied
to an economic equilibrium problem, can be used in a more general context. We point
out that the above procedure is useful not only to provide existence results but also
to provide efficient computational procedure for the calculus of solutions (see, e.g.,
[24], where an example is illustrated). Indeed, instead of solving the GQVI (9), it is
certainly easier and more convenient to solve two variational inequalities where the
convex set does not depend on the solution.

Furthermore, it deserves emphasis the fact that in the variational problem (9) the
operator is not coercive and the convex set might be unbounded. This represents a con-
siderable difficulty in the tractability of the problem. Indeed, in literature, existence
results are mainly based either on coercivity conditions over the operator or on com-
pactness conditions over the convex set. But these conditions are not satisfied directly
by our problem. We overcome this difficulty by introducing suitable perturbed utility
functions, in order to study perturbed variational problems with strongly monotone
operator converging to the initial variational problem. Then, thanks to our approach,
we are able to provide an existence theorem when the operator is not coercive and the
set is unbounded.

Acknowledgments The authors are indebted to the editor and unknown referees for valuable suggestions
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References

1. Border, K.C.: Fixed Point Theorems with Application to Economics and Game Theory. Cambridge
University Press, Cambridge (1985)

2. Dafermos, S.: Exchange price equilibria and variational inequalities. Math. Program. 46, 391-402
(1990)

3. Dafermos, S., Zhao, L.: General economic equilibrium and variational inequalities. Oper. Res. Lett.
10, 369-376 (1991)

4. Jofre, A., Rockafellar, R.T., Wets, R.J.B.: Variational inequalities and economic equilibrium. Math.
Oper. Res. 32, 1-20 (2007)

5. Nagurney, A., Zhao, L.: A network formalism for pure exchange economic equilibria. In: Du, D.Z.,
Pardalos, P.M. (eds.) Network Optimization Problems: Alghoritms, Complexity and Applications, pp.
363-386. World Sientific Press, Singapore (1993)

6. Mordukhovich, B.S.: Variational Analysis and Generalized Differentiation. Springer, Berlin (2006)

7. Nagurney, A.: Network Economics: A Variational Inequality Approach. Kluwer Academic Publishers,
Dordrecht (1993)

8. Bensoussan, A., Lions, J.I.: Nouvelle formulation del problemes de contrdle impulsionnel et applica-
tions. C.R. Acad. Sci. 29, 1173-1192 (1973)

9. Chan, D., Pang, J.S.: The generalized quasi-variational inequality problem. Math. Oper. Res. 7, 211-
222 (1982)

10. Barbagallo, A., Daniele, P., Maugeri, A.: Variational formulation for a general dynamic financial
equilibrium problem: balance law and liability formula. Nonlinear Anal. 75, 1104-1123 (2012)

@ Springer



660 J Optim Theory Appl (2016) 168:646-660

11. Benedetti, I., Donato, M.B., Milasi, M.: Existence for competitive equilibrium by means of generalized
quasivariational inequalities. Abstr. Appl. Anal. 2013, 1-8 (2013)

12. Donato, M.B.: The infinite dimensional Lagrange multiplier rule for convex optimization problems. J.
Funct. Anal. 261, 2083-2093 (2011)

13. Idone, G., Maugeri, A., Vitanza, C.: Variational inequalities and the elastic-plastic torsion problem. J.
Optim. Theory Appl. 117, 489-501 (2003)

14. Idone, G., Maugeri, A., Vitanza, C.: Equilibrium problems in elastic-plastic torsion. In: Breebia, C.A.,
Tadeu, A., Popov, V. (eds.) Boundary Elements XXIV: Incorporating Meshless Solutions. Advances
in Boundary Elements Series, vol. 13, pp. 611-616. WIT Press, Southampton (2002)

15. Milasi, M.: Existence theorem for a class of generalized quasi-variational inequalities. J. Global Optim.
57, 679-688 (2013)

16. Walras, L.: Elements d’Economique Politique Pure. Corbaz, Lausanne (1874)

17. Wald, A.: On some systems of equations of mathematical economic. Econometrica 19, 368-403 (1936)

18. Arrow, K.J., Debreu, G.: Existence of an equilibrium for a competitive economy. Econometrica 22,
265-290 (1954)

19. McKenzie, L.W.: On equilibrium in Graham’s model of world trade and other competitive systems.
Econometrica 22, 147-161 (1954)

20. Gale, D.: The law of supply and demand. Math. Scand. 3, 155-169 (1955)

21. Nikaidd, H.: Convex Structures and Economic Theory. Mathematics in Science and Engineering.
Academic Press, New York (1968)

22. Anello, G., Donato, M.B., Milasi, M.: A quasi-variational approach to a competitive economic equi-
librium problem without strong monotonicity assumption. J. Glob. Optim. 48, 279-287 (2010)

23. Donato, M.B., Milasi, M., Vitanza, C.: Duality theory for a Walrasian equilibrium problem. J. Nonlinear
Convex Anal. 7, 393-404 (2006)

24. Donato, M.B., Milasi, M., Vitanza, C.: Quasi-variational approach of a competitive economic equi-
librium problem with utility function: existence of equilibrium. Math. Models Methods Appl. Sci. 18,
351-367 (2008)

25. Donato, M.B., Milasi, M.: Lagrangean variables in infinite dimensional spaces for a dynamic economic
equilibrium problem. Nonlinear Anal. 74, 5048-5056 (2011)

26. Donato, M.B., Milasi, M., Vitanza, C.: Variational problem, generalized convexity, and application to
a competitive equilibrium problem. Numer. Funct. Anal. Optim. 35, 962-983 (2014)

27. Aubin, J.P., Frankowska, H.: Set Valued Analysis. Birkhduser, Boston (1990)

28. Rockafellar, R.T., Wets, R.J.-B.: Variational Analysis. Springer, Heidelberg (1998)

29. Rockafellar, R.T.: Convex Analysis. Princeton University Press, New York (1970)

30. Clarke, FH.: Optimization and Nonsmooth Analysis, Classics in Applied Mathematics. Society for
Industrial and Applied Mathematics (SIAM), Philadelphia (1990)

31. Lucchetti, R.: Convexity and Well-Posed Problems. CMS Books in Mathematics. Springer, New York
(2006)

32. Panicucci, B.: Generalized Variational Inequalities: a brief review. In: Floudas, C.A., Pardalos, P.M.
(eds.) Encyclopedia of Optimization, pp. 1238-1244. Springer, New York (2009)

33. Stampacchia, G.: Variational inequalities. In: Ghizzetti, A. (ed.) Theory and Applications of Monotone
Operators, pp. 101-191. Edizioni Oderisi, Gubbio (1969)

@ Springer



	On the Study of an Economic Equilibrium with Variational Inequality Arguments
	Abstract
	1 Introduction
	2 Preliminaries
	3 Equilibrium Model
	4 Variational Approach
	5 Existence Result
	6 Conclusions
	Acknowledgments
	References




