Functional Forms Commonly Used in CGE
models: Solutions
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1 Demand functions

1.1 Marshallian and Hicksian demand functions
The Marshallian demand functions are:
a. Cobb-Douglas
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The Hicksian demand functions are:
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1.2 Compensated price elasticities
a. Cobb-Douglas
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1.3 Translog demand system
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a. Roy’sidentity:
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Logarithmic version of Roy’s identity:
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2 Production functions

2.1 Marginal Rate of Technical Substitution
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MRTS(xi,xj) = oo if X < X;j and MRTS(xi,xj) =0 if xX; > X;j (nOt defined for Xi = x])

2.2 Elasticity of substitution
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