1 Cobb-Douglas Production Function

Definition 1.1 (Cobb-Douglas Production Function).
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1.1 Homogeneous Function of degree k

Definition 1.2 (Homogeneous Function of degree k).
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Proposition 1.3.
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1.2 Owutput Elasticity of an Input
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Theorem 1.4 (Euler’s Theorem for Homogeneous Function).
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Exercise 1.5 (Proof of simple case of Theorem 1.1).
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Definition 1.6 (Output Elasticity of an Input).
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Proposition 1.7.
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1.3 Capital and labor shares
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Definition 1.8 (Capital and labor shares).
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Proposition 1.9.
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1.4 Marginal Rate of Technical Substitution

Definition 1.10 (Marginal Rate of Technical Substitution).
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1.5 Elasticity of substitution between labour and capital
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Definition 1.12 (Elasticity of substitution).
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2 CES Production Function
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2.1 Elasticity of Substitution
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2.2 Special Cases
2.2.1 The Case of Perfect Substitution ( p=1)
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2.2.3 The Case of Unit Elasticity of Substitution ( p — 0)
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3 CIES Utility Function

CIES RUZhHBE & 13,
1—p —1
u(er) = “— ; (3.1)
DI TEINIELTHD, 721201, e 1Tt WIOWHETHY, p>0ThHD,
ZITBRL) DI E 2O ZRODE, ¢, >012BNT,
u'(et) = ¢ 7 >0, (3.2)
u'(¢y) = —pe; T <. (3.3)

LB, OFEY ZOBEEIIMBEETH D Z EMERINTZ, LT BITZ Oy ofERE AW
T, CIES WIBIE D \EHE /2 MEE 2/~ LT <,

Proposition 3.1. Constant Intertemporal Elasticity of Substitution.
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