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Instructions  

 All questions are compulsory 
 Use of scientific calculators is allowed 
 Read the questions carefully. 

Q1.  Attempt the question.                                                                               (10 Marks)                                                                                                                       
Maximize utility: 𝑈 = 𝑄ଵ

଴.ହ𝑄ଶ
଴.ହ when 𝑃ଵ = 2, 𝑃ଶ = 6and income 𝐵 = 240. 

(a)Find the optimal consumption bundle. 
(b) Estimate the effect of a 1-unit increase in income on demand for both goods.                                                                                        
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Q2.  Attempt the question.                                                                                (10 Marks) 
Given: 𝑄 = 600 − 3𝑃 + 0.04𝑌 
where 𝑃 = 20, 𝑌 = 4000. 
Find: a)Price elasticity of demand  

    b)Income elasticity of demand                                                                                                                                                                      
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Q.3 Attempt the question.                                                                              (15 Marks) 
Given the following inter-industry transactions table: 
Sector S1 S2 S3 Final Demand Total Output 
S1 30 20 10 40 100 
S2 10 40 20 30 100 
S3 20 10 30 40 100 
a) Find the matrix of technical coefficients. 
b) Verify the matrix using total output.                                                                                                                                                                
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Q.4 

Attempt the question.                                                                                (15 Marks) 
Given the technical coefficient matrix: 

𝐴 = ൥
0.2 0.1 0.3
0.3 0.2 0.1
0.1 0.3 0.2

൩    and final demand vector: 𝐵 = ൥
50
60
40
൩ 

Determine the total output vector using the Leontief model.  
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