
 

Welfare

Say we have price and wealth change from p w to p w

CU e p u e p'in where
n V p w

u V1p w
EV e p n elpi n 1

Special case Only price of good 1 changes while other prices and
wealth unchanged

CV e p n ecpiu

e p n e pinoy
since epi n ecp.us w

二

lihitiE.iildt.EV
SPih.lt Pi u dt

恋 阿

Zemark When price or wealth change makes you worse off both CVand EV co

Propositron If x is normalgood i.e 癸 0 then if only p changes
EV CV

Proof Suppose

WLOGPizpi.itsuffices to show that h_lt.Pi.ul_zhl_t.P.i.hn for all t

Since we have pi Pi.us u

Since help u xilp.ec p ul

上
二 發一 u o

一 石 台
hit Pi U hilt P no for all t since u u

Jiitpiinidt JPintrpi.net
二



EV二 1品 h.lt.pim.nl dt fpihittiptiuzdt 二CU

Remark If 癸 o then cr EV when Px changes
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