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1 - Convexity is one of the most important assumptions made in neoclassical
consumer theory and producer theory. Carefully explain what convexity means
in preference ordering of the households and in production tcchralogy faced by
the firms. In partial equilibrium analyses, how does the convexity assumption
relate to the condition of best choices of economic agents {eonsumers and
producers, for example), and the comparative statie resulls? Dees your answer
depend on whether convexity or strung convexity is assumed? Explain
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2+ What is A CES production ﬁlnnh'nn'.’ll‘ﬂr"hy is il called CES? Derive the cost
function of the CES production function and prove, with the cost functinn, by
duality that CES 1a a general case of other three parameterized production
technologies, 1.e.,, Cobb-Nouglas, Leontiel and Ricardian.
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