Hi, I think wad mitch did may be correct. A competitive equilibrium is one whereby the resulting bundle for each individual is the optimum bundle from a one person optimisation problem0.5
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Consider the above edgeworth box, contrary to wad we would expect from consumer theory, we find that optimum bundle is not at the corner of the L-shape indifference curve. Consider the point (0.5,1), the endowment point. We can actually predict the budget constraint for each individual. Normally, we would expect a negatively sloped budget line like the green one. But in this question, we find that in order for competition equilibria bundle to match the optimum bundle for each individual under consumer theory, the price of good 2 will have to be zero, so that the budget line is vertical, the red line.
Does this make sense if we use mitch’s working then? So basically good 2 is free and each individual will get enough good 2 so that the amount of good 2 will not bind their individual utility level?
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