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Fig.1 Pareto-optimality and shadow prices in an exchange economy
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Fig.4 Monopoly price

Fig.3 The inferiority of monopoly
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Fig.5 Pareto-optimality and shadow prices in circumstances of perfect differential pricing
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Fig.9 Equilibrium of exchange and
- production in a mixed market economy
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Abstract On the basis of Pareto efficiency the shadow price is defined as the marginal value of resources and goods in
the state of Pareto-optimality. In a rival exchange economy shadow prices are the equilibrium prices of goods and
services being exchanged. In a rival economy of production and exchange shadow prices are the prices of products goods
and services in the equilibrium state of production and exchange. In an economy of common monopoly or monopolistic
competition the average costs of products at equilibrium of production are adopted as shadow prices. Fully differential
pricing or appropriate price controlling may have monopolistic firms come to the state of Pareto-optimality and in this
state the prices of products are adopted as their shadow prices. The shadow prices of the goods and services provided by
naturally monopolistic industries may be estimated with the Ramsey rule. In a mixed economy the shadow prices of goods
and services are the producer prices and especially for the foreign trade sector and traded goods the world prices of

commodities are adopted as shadow prices.
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