Edgeworth Box Experiment

Joseph Tao-yi Wang

(Lecture 8a, Micro Theory I)
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PEA with Cobb-Douglas Utilit
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Walrasian Equilibrium: Consumer A Problem
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Walrasian Equil.: Consumer Optimal Choice
Meaning of FOC: M RSA = L=
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The Walrasian Ec U|I|br|um Markets Clear

Markets Clear: =% + 2% = wi + W
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Walras. Equil. in Edgeworth Box Experiment
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Contract Curve (all PEA)
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Fxperimental Results: E EfEER: £—MO5

a0 L2 3 4 5 & 7 5 9 10 Il l2 13 L L5 U6 17 13 19 g0 21 2 i3 o 9d 25 o6 ET 26 29 30 3L 3¢ 33 34 35 36 371 38 30 40 41 42 43 44 45 46 4T 45 43 5
)

Contract Curve (all PEA)




(Derlmental Results: & 57 E&: & O3S
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What Have We Learned?

Bilateral trade happens in the Eye
Prices converge toward WE prices

Final positions converge toward core and WE
— Average closer in 2" round; variance decreases

Still a lot of noise (but does not effect results)
Markets work without full information (Hayek)

What provided the force of competition?
— Existence of perfect substitute (other A and Bs)

How can we get further converge?
— Experience? Larger space? Other trading rules?
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