
 

 

OBJECTIVE 
 

1. Define welfare economics and link it with the general 

equilibrium model discussed in first part of Unit 3. 

2. Explain the meaning of Pareto optimality (or Pareto 

efficiency). 

3. Define and derive the utility possibilities frontier 

4. Define and derive the grand utility possibilities curve 

5. Explain the situation of social welfare maximization 

 


