AFRIAT’S THEOREM FOR GENERAL BUDGET SETS
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ABSTRACT. Afriat (1967) proved the equivalence of a variant of
the strong axiom of revealed preference and the existence of a so-
lution to a set of linear inequalities. From this solution he con-
structed a utility function rationalizing the choices of a competi-
tive consumer. We extend Afriat’s theorem to a class of nonlinear,
nonconvex budget sets. We thereby obtain testable implications of
rational behavior for a wide class of economic environments, and
a constructive method to derive individual preferences from ob-
served choices. We also show that by increasing in a regular way
the number of observed choices from our class of budget sets one
can fully identify the underlying preference relation.
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WARP.
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INTRODUCTION

Richter (1966) developed an abstract version of revealed preference
theory, allowing for ‘budget sets’ which are just non empty subsets of a
given universal set of possible choices. He proved that (a suitably gen-
eralized version of) the Strong Axiom of Revealed Preference (SARP)
is necessary and sufficient for the existence of a rationalizing preference.
The proof is non constructive, using Zorn’s Lemma.

Almost at the same time, Afriat (1967) developed the theory of re-
vealed preference in a completely different direction. In the original
context of the competitive consumer, he emphasized the operational
aspects of the theory. He took as data a finite number of observations,
each one consisting of the chosen bundle of goods and the prevailing
prices, and proved that, if these data satisfy a variant of the SARP, a
rationalizing utility can explicitly be constructed by elementary linear
programming techniques.

" March 2006, revised February 2008. We thank Sydney Afriat, Felix Kubler,
Marco Li Calzi, Werner Hildenbrand, Jean Francois Mertens, Philippe Mongin,
Heracles Polemarchakis, Jérome Renault and Sergio Turner for useful conversations.
Special thanks to Jean-Marc Bonnisseau for pointing out an error in a previous
version.
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Afriat’s method has subsequently been expanded and refined, no-
tably by Diewert (1973), Varian (1982) and most recently Chung-Piaw
and Vohra (2003) and Fostel, Scarf and Todd (2004). All these contri-
butions deal with the case of linear, competitive budgets, and remain
firmly in Afriat’s constructive, finite observations setting.

Another important theoretical development, which can also be as-
cribed to the line of research initiated by Afriat, is the approximation
theory of Mas Colell (1978). He asks whether by increasing in a regular
way the number of observations one can fully identify the underlying
preference of the consumer. Again for the case of linear competitive
budgets, Mas Colell identifies conditions for a positive answer.

Samuelson’s (1938) original ideas have thus been pursued in two
quite different directions: Richter’s very general, non constructive ex-
istence results, and, for the special case of competitive linear budgets,
Afriat’s constructive approach, supplemented by Mas Colell’s analysis
of uniqueness and approximation.

Our contribution in this paper is to identify a class of choice problems
which is much more general than the competitive consumer’s and still
retains sufficient structure to allow us to recover the exact analog of
Afriat’s and Mas Colell’s results. We develop each of these extensions
in the next two sections of the paper.

Our choice space is the positive orthant of some Euclidean space,
and we allow as admissible budget sets all subsets of the choice space
that can be obtained as the comprehensive closure of a compact set.
Every budget set that precludes infinite consumption and allows for
free disposal fits in this class. In particular we do not impose any con-
vexity assumption. Every budget set in our class admits a description
by means of an increasing continuous function (Lemma 1), and this
enables us to obtain the analog of the Afriat’s inequalities (Proposition
1). As a possible application, we discuss the test of Nash behavior in
strategic market games. We also show how the existence of a concave
rationalization can possibly be tested in our framework (Proposition
2).

At the end of the first section we discuss the contributions of Matzkin
(1991) and Chavas and Cox (1993), who, under convezity assump-
tions, provide constructive rationalizations of data generated by specific
classes of non linear budget sets. Our budget sets encompass theirs and
we show that their results can be recovered as immediate corollaries of
ours. The gained generality is not only of a purely theoretical interest
as illustrated by classical economic examples in e.g. Mas Colell, Whin-
ston and Green (1995, chapter 2, section 2.D) or in the more recent
literature on labor supply (see e.g. Blomquist and Newey (2002)).
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In the second section, on identification and approximation, we derive
the analog in our setting of Mas Colell’s results (Propositions 3 and 4).

1. EXISTENCE OF A RATIONALIZATION

Consider an individual choosing consumption bundles in RJLF. A con-
sumption experiment is a finite collection (z, By)k=1,..n, Where x; € By
and By, C RJLF. The interpretation is that x;, is the observed choice of the
individual when she has access to the set of consumption bundles B;.
We consider sets of alternatives of the form By = {z € R% | gx(z) < 0}
with g : RY — R an increasing, continuous function and gi(xx) = 0,
forall k=1,...n.

1.1. Budget sets. The only restriction that we impose on our class of
admissible budget sets is that they can be described as B = {z € Ri |
g(x) <0} with g : RY — R an increasing, continuous function.

As an illustration, we provide a specific construction of the function
g for a rather large class of budgets sets whose main characteristics is
to prevent infinite consumption and to allow for free disposal.

Let B C R_LH be compact, monotone! and such that it contains at
least one strictly positive vector: dx € B, x > 0. The upper boundary
of Bisb(B) ={x € B|y > x =y ¢ B}. To obtain a natural
representation of each budget set by means of a continuous function,
we make the additional technical assumption that any line from the
origin intersects the boundary in at most one point:

AssumpTION H : 2 € b(B) = Vk €[0,1), kz € B\ b(B)

For any z € RY, let yp(z) = inf{\ > 0 | x € AB}. When B is a
convex set, the function v5 is known in convex analysis as the gauge
of B (see e.g. Rockafellar (1972)). The following Lemma can then be
proved.

Lemma l. Let B=B C Ri be compact, monotone, such that 3x € B,
x> 0 and assumption H is satisfied. Then:

(1) vp: Ri — R is homogeneous of degree one: for any k > 0, and
v € RE, yp(ka) = kyp()

(2) 75 : RY — R is a continuous function

(3) vg : RY — R is increasing: for any x,y € RY, y > x implies
V8(y) > 18(7)

(4) B={z e RE | yp(x) < 1}, and

(5) b(B) = {x € RE | yp(x) = 1}

YyeRL if3zeB, y<auz, thenye B.
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Letting g(x) = yp(x) — 1, we can write B = {z € RY | g(z) <0} so
that our class of admissible budget sets contains all the sets satisfying
the assumptions of Lemma 12.

1.2. Afriat’s inequalities. Fix a consumption experiment (xy, By)g=1
We say that the function v : X — R rationalizes the experiment if, for
all k, gr(x) <0 implies v(z) < v(xy). We say that xy is revealed pre-
ferred to xj, xiRx;, if gi(z;) < gr(zx) = 0. Let H be the transitive
closure of the relation R. The standard competitive case corresponds
to gr(x;) = pr(x; — xy), where py is the price vector. The following
Generalized Axiom of Revealed Preference (GARP) is a variation of
the SARP introduced by Varian (1982), in the linear case, to deal with
the possibility of indifference.

Definition (GARP): the experiment (zy, By)r1,.n satisfies GARP
if, for any k, j, xyHx; implies g;(zx) > 0.

It is convenient to express GARP as a condition on the elements of
a square matrix. To each consumption experiment (xy, Bg)g=1, . .n, We
associate an (n x n) matrix A with elements ay; = gi(z;).

Definition (Cyclical Consistency): a square matrix A of dimension
n is cyclically consistent if a;; = 0 for every j € {1,...n}, and for every
chain {k,7,0,...m} C {1,...n}, ar; < 0,a5 < 0,...am; < 0 implies
that all terms are zero.

An experiment satisfies GARP if and only if the associated matrix
A is cyclically consistent. Suppose A is cyclically consistent, and let
xpHxp,. This means that there are indices {j,[,...h} such that a;; <
0,a; < 0,...apm < 0. If gp(zx) < 0, {k,j4,l,...h,m} would be a
chain satisfying the premise in the definition of cyclical consistency.
But then a,,; = gm(zx) = 0 would lead to a contradiction. Thus we
must have g,,(zx) > 0, i.e. GARP holds. In the other direction, let the
experiment satisfy GARP, contruct the associated matrix A and take a
chain {k, j,1,... h, m} satisfying the premise of the definition of cyclical
consistency. For any two adjacent elements in the chain, say (7,1), by
going through the chain we have x;Hx;. Applying GARP, it must be
that g;(z;) = aj; > 0, so that a; = 0. This is true for any couple of
adjacent elements in the chain, i.e. Cyclical Consistency holds.

Lemma 2. If a square matriz A of dimension n is cyclically consistent,
there exist numbers (Vg, A\g)g=1,.n, M > 0, such that, for all k,j =

20ur admissible class includes also budget sets that do not satisfy the assump-
tions of Lemma 1. For example, if a set B satisfies all the assumptions of Lemma 1
except assumption H, we may use g(z) = vp(e)(z +¢€) — 1, where e = (1,1,...,1)
and B(e) is the monotone hull of B + e in R (the smallest monotone set in R
containing B + €). See also Bonnisseau - Crettez (2007) for alternative ways to
describe a compact monotone set by means of a continuous, increasing function.

gous

n-
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Uj S Vg + )\kakj
Proof: See Fostel, Scarf and Todd (2004), sections 2 and 3. 0

We are now able to state our generalization of Afriat’s Theorem.

Proposition 1. Let B, = {z € RY | gi(z) < 0} with gx : R — R an
increasing, continuous function and gi(xy) = 0, for k =1,...n. The
following conditions are equivalent:

(1) there exists a locally non satiated, continuous utility function v
rationalizing the experiment (Tg, By)k=1..n

(2) the experiment (xy, By)g=1, n satisfies GARP

(3) there exist numbers (Vg, Ai)g=1,.n, A > 0, such that, for all
k,jg=1,...n,
v; < v+ Aegr(;)

Proof:

(1) — (2): Let zyHx;: there exist indices (g,...m) such that
rpRryR .. Ry, Rr;. We want to show that g;(z;) > 0. Using the
definition of R, gix(z,) <0, ..., gm(x;) < 0. If v rationalizes the ex-
periment, we must have v(zy) > v(z,) > ...v(xy) > v(z;), implying
v(zg) > v(z;). If gj(xr) < 0, by the local non satiation of v and
the continuity of g; we could find x € X such that g;j(z) < 0 and
v(z) > v(zg) > v(z;), contradicting the fact that v rationalizes the
experiment.

(2) — (3): construct the matrix A associated with the experiment.
By (2), A is cyclically consistent. Then use Lemma 2.

(3) — (1): Let v(z) = ming{vg+Argr(x)}. The function v is increas-
ing and continuous on Ri. To show that it rationalizes the data, notice
first that, for all j, v(x;) = ming{vy+Aegr(x;)} = v;, using the Afriat’s
inequalities in (3) and the fact that g;(x;) = 0. Then, if we consider x
such that g;(x) < 0 we have v(z) < v; + \jgj(x) < v; = v(x;). O

Let us compare our result to the original Afriat’s (1967) theorem for
the case of linear budget sets®. Varian (1982, p.970) offers a heuristic
argument to illustrate the Afriat’s inequalities. His argument refers to
the implication (1) — (3) and can be paraphrased as follows. Suppose
that the budget sets can be described by differentiable functions g, and
that the experiment is rationalized by an increasing and differentiable

3We thank an anonymous referee for suggesting this discussion.
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function v. Then each observation z;, solves the constrained maximiza-
tion problem max v(x) over {x | gx(x) < 0} and there exists a sequence
of multipliers A\, > 0, £ = 1,...,n such that, for all £, the following
equations hold:

Vv(xk) — )\ngk(:Uk) = 0,

gr(wr) =0,
where V indicates the gradient.

Now, if the function v were concave, for all j, k we would have:

v(z;) < v(zy) + Vo(z)(z; — )

which can be rewritten, using the first equation above, as:

v(z;) < v(xg) + M Var(ze) () — ).

Moreover, if the functions g, were convex, for all j, k:

Var(zr)(z; — 7x) < gr(7;) — gr(Tr).

Using the second equation above, gx(zx) = 0, one could then con-
clude:

v(z;) < v(zy) + MVgr(ae) (T — 2x) < v(zg) + Aegr(z)).

Setting v, = v(zy) and v; = v(z;) these are exactly the Afriat’s in-
equality appearing in (3).

What our result shows is that this heuristics, useful as it is for the
linear case, does not go to the heart of the matter. Indeed, as it is
clear from the discussion preceding Lemma 2, independently from any
convexity hypothesis, if an experiment satisfies GARP the existence of
numbers (vy, A\g)k=1,.n satisfying the inequalities in (3) follows for any
matrix A having the property that ay; < 0 if z}, is revealed preferred
to x;.

Of course, the existence of these numbers does not provide, in gen-
eral, any hint on how to define a rationalizing utility function on the
whole consumption set (i.e. on how to prove the implication (3) — (1)).
Afriat’s clever idea was to notice that, in the competitive setting,
arj = pr(r; — wx) so that starting form the inequalities in (3) one
could extend the utility function from the finite observations to the
entire consumption set by letting v(x) = ming{vy + A\ppr(z — zx) }. We
carry this approach one step further and show that, in the more general
setting that we consider, one can choose a; = gi(x;), and still obtain,
in the last step of the proof, an explicit utility function.
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1.3. Market Games. Nonlinear budgets are the hallmark of imper-
fect competition. In this subsection we consider the application of
Proposition 1 to strategic market games, a rather general class of mod-
els of imperfect competition. Consider [ individuals trading L com-
modities. A market mechanism consists of a set A® of strategies (bids,
offers, etc.) for every agent and an outcome function x : x; A" — Rff
that maps strategy profiles into allocations of commodities. Fixing the
strategies of the others, each player generates a set of consumption
bundles as she varies her strategy. The individual problem can thus
be expressed as the maximization of the player’s preferences over a
‘budget set’:

Bi(a ") ={2' € R | 3a’ € A's.t.a' < 2'(a',a™")}

Typically, the strategy chosen by a player has some influence on the
‘terms of trade’, and we should not expect the frontier of the budget set
to be linear. Strategic market games are thus a natural setting for the
application of our generalization of Afriat’s theory. For example, for
the broad class of market mechanisms axiomatized by Dubey and Sahi
(2003), individual ‘budget sets” are exactly of the form covered by our
Lemma 1. An experiment now consists of a collection of observations
of individual choices and of the rules of the game, from which the
budget sets of each individual can be reconstructed. As an immediate
corollary of Proposition 1 we then obtain a set of testable restrictions
which are necessary and sufficient to interpret the observed choices as
Nash equilibrium outcomes.

1.4. Testing concavity. Consider now consumption experiments in
which the function g describing By, is not only increasing and continu-
ous, but also quasi - convex and differentiable at zy, forall k = 1,...n.
In this case, the gradient Vg (xy) identifies the unique supporting hy-
perplane of By at x.

For each (zy, By), let C, = {z € RY | Vgg(zy)(z — ;) < 0}. Our
definitions of R, H and GARP are easily adapted to the ‘linearized’
experiment (g, Ck)g=1, .n-

Proposition 2. Let B, = {z € R% | gi(z) < 0} with gi(zy) = 0 where
Ji - Ri — R is increasing, continuous, quasi - convexr and differentiable
at xy, for k=1,...n. The following conditions are equivalent:

17) there exists a locally non satiated, continuous and concave util-
ity function v rationalizing the experiment (xy, By)k=1. n

2') the ‘linearized’ experiment (vg, Cy)k=1,.n associated with (xy, Bg)k=1,..n
satisfies GARP
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3’) there ezist positive numbers (vg, Ag)k=1,..n, A > 0, such that,
forallk,j=1,...n,

vj < v+ M Var(xg)(z; — )

The proof follows closely that of Proposition 1, and we omit it.

If the experiment satisfies the premise of Proposition 2, we may
consider two sets of testable conditions: those in 2'), and the ‘non-
linearized’ ones, 2) of Proposition 1. If the experiment satisfies 2) but
not 2') a rationalization is possible, but preferences cannot be repre-
sented by a concave utility function.

1.5. Previous results. Matzkin (1991) explicitly deals with nonlin-
ear choice sets. She proves that the existence of a strictly concave
rationalization is equivalent to the strong axiom of revealed preference
when every choice (z, B) is either co-convex (i.e., B as in Lemma 1
and BN R convex) or supportable (i.e., B as in Lemma 1, convex
and supported by a unique hyperplane at x). Our Proposition 1 does
not require any additional assumption besides those in Lemma 1. On
the other hand, the utility function that we construct from Afriat’s
inequalities need not be concave.

For the convex case, the equivalence of the first two conditions of
Proposition 2 above is similar to Matzkin’s Theorem 2, but she does
not derive the analog of Afriat’s inequalities. In our setup, the inequal-
ities follow from the representation of budget sets by means of the ¢
functions, and this leads to a much easier construction of the concave
utility function rationalizing the data’.

To complete the comparison, in the co-convex case our construction
immediately yields a concave rationalization of the data. Indeed, if B
is co-convex, the function g : Rf; — R is concave®. Then, if we let
g(z) = yp(z) — 1 for all x € R%, the rationalization obtained in (3)
of Proposition 1 is concave as a minimum of concave functions. This
yields a short and straightforward proof of Matzkin’s Theorem 1.

Independently of Matzkin (1991), Chavas and Cox (1993) consider
a consumer facing nonlinear budget constraints. They do not formu-
late any axiom of revealed preference but derive inequalities as in (3)
of Proposition 1 directly from the consumer’s optimization problem

“In the convex case, Assumption H is redundant: when the set B is convex, the
property stated in Assumption H follows from the other properties of our class of
budget sets.

SIn the co-convex case, Assumption H is important; for example, the construc-
tion suggested in footnote 2 does not deliver a concave representation when BCﬁR{;
is convex.



AFRIAT’S THEOREM FOR GENERAL BUDGETS 9

max v(x) over {z | g(z) < 0}, along the lines of our discussion follow-
ing Proposition 1. More precisely, they assume the convexity of the
following set:

K ={(20,21) € R* | 3z € R% v(x) > 2, g(z) < 21}

As the following example shows, this assumption is a strong one. It
may fail even if v is linear and the set {z | g(z) < 0} is convex (in the
example, the function ¢ is quasi-convex, but not convex).

Example: Let L =2, v(z) = 21 + 29, g(x) =5 — mllT?m Both (5, 2)
and (15,4) are in K but (10, 3) is not.

Our proof of Proposition 1 makes clear that the implication (1) — (3)
does not require convexity assumptions of any sort®.

For an example of the empirical relevance of budget sets which are
neither convex nor co-convex we may refer, as mentioned in the Intro-
duction, to the literature on the estimation of labour supply in which

the wage is assumed to be an S-shaped function of hours worked (see
e.g. Barzel (1973) Moffit (1984) and Blomquist and Newey (2002)).

2. UNIQUENESS AND APPROXIMATION

In the theory of revealed preferences, besides the question of the
existence of a rationalization, it is interesting to investigate the issue
of uniqueness: can we fully identify the preferences of an individual
by observing his behavior? The question has to be made precise. We
cannot hope to identify preferences over a non finite choice set from
observation of finitely many choices. Also, if we allow the individual to
be indifferent among elements of a given set of alternatives, we must be
able to observe all of his preferred choices at that set of alternatives,
not just one. The spirit of the exercise is thus quite different from the
‘finite observation’ methodology we followed until now. The question
has been investigated by Mas Colell ((1977), (1978)) in the case of the
classical competitive consumer, facing linear budgets. In this section,
we take the strictly positive orthant X = Ri 4 as our consumption set.

Let B be the set of all non-empty compact and monotone’ B C Ri 4
Let h : B — X be the individual choice correspondence, with h(B) C
B, h(B) # 0 for all B € B.

6Chavas and Cox allow for budget sets of the form {z | g1(z) < 0,..., gm(z) <
0}. This setting is not more general than the one we consider in Proposition 1.
Indeed, given that we do not impose any convexity assumptions, we can always
rewrite their budget set as {z | g(z) < 0} for g = max[g1, ..., gm]-

WyeRL, if3x€B,y<w, thenyc B.
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For a given individual choice correspondence h, we say that x is
revealed preferred to y, and we write zR(h)y, iff there exists B € B
such that z,y € B and x € h(B). We may also define the relation
P(h) as xP(h)y iff there exists B € B such that z,y € B, € h(B),
y & h(B). The Weak Axiom of Revealed Preference (WARP) can then

be stated as follows

Definition (WARP): the individual choice correspondence satisfies
WARP if [zR(h)y] = [~yP(h)x].

We also introduce an additional condition which is natural, given
our restriction to monotonic preferences

Definition (Monotonic choice): the individual choice correspon-
dence is monotonic if, for all B € B, [z € h(B),y > ] = [y & BJ.

A preference relation = is a reflexive, complete, transitive binary
relation on X. = is monotonic if x > y implies z > y, i.e. x =y
and —y = x. %= is upper semicontinuous if Vr € X the set = (z) =
{y € X |y = x} is closed in X. We say that a preference relation =
generates the individual choice correspondence h on B if, for all B € B,
h(B) ={x € B| [y € Bl = x> y}. This is stronger than simply
requiring that = rationalizes h, which corresponds to the inclusion C.

2.1. Uniqueness. For the case of the competitive consumer, the issue
of uniqueness has been settled by Theorem 2’ of Mas-Colell (1977). In
our setting, given the large class of admissible budget sets, both the
statement and the proof are simpler. Indeed, under the assumption of
monotonic preferences, we can always simulate a choice between any
pair of alternatives y, 2 € X by proposing to the individual the budget
set

By,={reX|z<ytU{re X |z <z}

Thanks to this observation, the proof of the next Proposition follows
the one given by Arrow (1959) for the case in which the class of ad-
missible budget sets contains all finite sets of up to three alternatives,
and we omit it®.

Proposition 3. If the individual choice correspondence h is monotonic
and satisfies WARP, R(h) is the unique preference relation which gen-
erates 1t.

2.2. Approximation. It is interesting to investigate to what extent
one can reconcile the approach above, which assumes that the whole
choice correspondence is known, with the one of the previous section,

8The same idea has been used by Denicold and Mariotti (2000) in their study of
the Nash solution and social welfare ordering for nonconvex bargaining problems.
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in which only finitely many budgets are included in each experiment.
This is the question of approximation, first raised, for the case of the
competitive consumer, by Mas-Colell (1978). Following his approach,
we consider a sequence of finite experiments which becomes richer and
richer at every step, and which ‘tends’ to the whole of B. Let K(X)
be the set of all non empty compact subsets of X. Endowed with the
Hausdorff metric, K(X) is a separable metric space (See e.g. Aliprantis
and Border (2000) chapter 3 for definitions and results, especially 3.76
and 3.77, p. 115). B C K(X) inherits these properties. Let C, be
a collection of n elements of B, and consider an increasing sequence
of collection of sets C, € Cy C ...C,—; C C, ... such that their
union is dense in B: U,C, = B. For each collection C,, let R, be
the set of upper semicontinuous, monotonic preference relations which
generate h on C,,. We obtain a decreasing sequence ..., R,, D Rp11,- - ..
The following Proposition shows that the limit of this sequence is well

defined and coincides with the unique preference relation that generates
h.

Proposition 4. If the individual choice correspondence h : B — X has
closed values, is monotonic and upper hemi-continuous, and satisfies

WARP, then N, R, ={R(h)}.

Proof:

We first show that R(h) € N, R,.

As in Proposition 3, R(h) generates h on B.

R(h) is monotonic. Let z > y. We have to show that zR(h)y and
—yR(h)z. Take B, = {x € X | © < z}. Clearly, y,z € B,. If
z & h(B,), 3z < z x € h(B,), contradicting the monotonicity of h;
thus z € h(B,) and zR(h)y. If we also had yR(h)z, we would have
that for all B containing both z and y, if z € h(B) then y € h(B).
Again, for B = B, this would contradict the monotonicity of h.

R(h) is upper semicontinuous. We have to show that, Vo € X, the
set R(h)(z) = {y € X | yR(h)x} is closed. Take a sequence (yy)n>1
converging to y, such that Vn y,R(h)x. That is, ¥Yn 3B, € B such
that y,,z € B, and y,, € h(B,). If we consider B,, ,, by monotonicity
of h and WARP y,, € h(B,, ), Vn. The sequence of sets (By, )n>1
converges in the Hausdorft metric to B, ., and, by uw.h.c. of h, y €
h(By ).

It remains to show that there is no other element in N, R,,.

Suppose there exists =€ N, R, =7# R(h). Then we can find x,y € X
such that z = y and x € R(h)(y)°. By us.c. of R(h), R(h)(y)° is an
open set. By monotonicity of =, we can take x,y € X such that z > y
and x € R(h)(y)°.
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Using again the u.s.c. and monotonicity of both = and R(h) we can
actually claim more. There exists n > 0 such that, 1f we define

To =2+ (1—a)nl

ys =y + (1=l
then, for all & € [0,1] and all 8 € [0, 1],

Ys €7 (Ta)
To & R(R)(ys)-

Fix now a = = % To simplify notation, let us denote the ‘corner’
budget B,, ,, simply by B. For any € > 0, consider the open set
2 2

around B defined by
O°={F eB|H(F,B) < ¢}

where H is the Hausdorff distance. We claim that, for any e < %, if
F € OF then x € F and y € F. Indeed, if e.g. x did not belong to
F', then, by comprehensiveness of F', none of the points y > = would
be in F. But the closest point z to T1 for which it is not the case that

z > x is at distance at least 4 from xl . Clearly, € < 2 < 7 and the
argument above contradicts the fact that F € O

By a similar argument, if F' € O¢, again for e < 1, then F' C By, -
Let us show that h(F) C B,,. Take b € h(F). Since y € F and
R(h) generates h, it must be that bR(h)y. On the other hand, b €
F C B,y = By U By,. Assume b € B,; then, by monotonicity of
R(h), zoR(h)b. But this and bR(h)y imply zoR(h)y, which is false by
construction. Hence b € By,.

Using now the fact that U, (), is dense in B, there exist n and F' € C,
such that F' € O°. Let b € h(F'). Because z € F, and = generates h
on C,, this implies b = x. From h(F') C By, yo > b, and monotonicity
and uw.s.c. of =, yg = b. We therefore obtain 1y, > x, a contradiction.
O
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