
Web Notes, Chapter 4:  Reference to Footnote 1 
 
Consider the simple consumption allocation problem: 
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 N/S first order condition: 
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 Therefore, at the optimum, utility is given by: 
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 Let γ be defined by 
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 From the consumer’s perspective,  1 2 1 2, , ,κ γ γ p p  is a positive constant. 
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