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).
00000 (0000,000000000000,k000000000O

Moy = FO1, Mgy ooy M) e (1.2)

000,0000 o, 2s,...,2,0,0000A0000000000,0000000 A*00000
000000000000

bob0=00000000000,000000000DO00

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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Proposition 1.11.
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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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Proposition 1.13.
00=000000000 (1.)ooooooooooo 100oo

Proof.
y:logf(x)DDDDDDD,dy’zJ}((f))DDDDDDDDDDDDD,dlog%:d%/LL)7DDD,
dlog¥ = /" gpopo

T w/

000 (1.8)000000,

dlog¥
=221
dlog?:

0o0,00000000000000000,MRTS=2000000000 (190000
ooog,000000

B dlog%
7~ dlogMRTS

00=000000000 (1.1)DDDDDDDDDD,MRTS:(g)%DDDDDDDDD
oooooo,

K
logM RTS = _ZOQ(§>L

B K
= —logE +log—
o~ +1log+

g[II:II:JEIDD,dlogMRTS:dlog%DDDDDDD (lL.10)0oo0oooo0,e=10000
O



