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Please hand in your individual solutions to the following problems from Chiang and Wainwright. 

Exercise number 
Problems 

12.2


1, 2, 6
12.3


1

12.4


1, 8

12.7


8, 9

Question 1

Refer to the “cusp” problem introduced in class: choose (x,y) to maximize x s.t. x3 + y2 = 0. Characterize the solution using the Fritz-John Theorem.
Question 2

Refer to the CES production function introduced in class: Q = Z[αKρ + (1-α)Lρ]1/ρ. We saw that as ρ approaches zero Q = ZKαL1-α. Show that if we defined Q as Q = Z[Kρ + Lρ]1/ρ, then the limit of Q as ρ approaches zero is not well defined.  What do you learn from this?

