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Average Shadow Price and its Stability Analysis

Seong-Cheol Cho

Abstract

This paper concerns the concept of the average shadow price which has been recently
developed. The average shadow price is a substitute for the traditional marginal shadow
price. It is found to be useful for the decision making problems on the economic resources
especially where the marginal analysis falls into drift because of nonconvexities found
frequently in real world problems. This paper presents the average shadow price in pure
integer programming context and. Some important stability properties of the averge shadow
price have been described. proved to show that the values of the average shadow prices once

computed are reliable within some extent of the data perturbations of the model.
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