
EC351: Answers to Problem Set 2 
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a)  

 

The Lagrangian function is: 

 

 
 

First-order conditions: 

 

 

 
 

 
 

 
Second-order conditions: 
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First-order conditions: 

 

 
 

 
 

 

 
 

 

 

 

 

 

 

 



 

 

Second-order conditions: 
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First-order conditions: 

 

 
 

 

 
 

 



 

 

 

 

 

 

 

 

 

Second-order conditions: 
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F.O.C.s 

 

 
 

 



 
 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


