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8. Duality Between Marshallian and
Hicksian Demand Functions
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We have the following relations between the
Hicksian and Marshallian demand functions
forp>>0,y>0, uelU, andi=1,...n

L. x, (p,y)=x"(p,v(p.,»))
2. x!'(p,u)=x, (p,e(p,u))
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- Example 1:

Let us confirm this theorem for a CES consumer.
The Hicksian demands are
(1/7)-1

Xf(p,u)=u(p(+p§) pi” i=12 ©

The indirect utility function is

v(p,y)=ylpr +p5)"" ®
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;'-__ ~ Substituting from @ for u in QO gives

(1/r)-1

< (pv(p.y)=vp.yNpl +p3) " o
=y + o) (o s )

r- V4 7 —1
:ypil(pl a4 )
r—1
fp" —, =12
P TP




= — i Example 2:

The Marshallian demands are

r—1
xi( aJ/): oL ,i=12

r r

P T D,

The expenditure function is

e(p,u)=ulp + p;)”
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Substituting from @) into 3 for y yields

) e(p.u)p;”

X \P.e\p,u))= » »
( ( P+ P

p
P+ ps

=up(p] + p} )(W)_l ,i=12

—ulp; +p1)"
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