





Consider a change of (m;, ;) to (m., z1). The willingness-to-pay of i tor this change

is the solution w; to the equation

This 1z also called the compensating variation. The equivalent variation 1s the solution €; to

w;(m; + e;. z;) = u(mh, 20).
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u; (M;(m;, z;), z0) = u;(my, ;).
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collection of nested sets (B, ) cz. such that A < A" if and only if B, C By

LT'E'[_I!:] — mﬂK{LTi{;Q} | q = @}
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