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QUESTION ONE

(a) Solve the following system of lincar cquations using crammers rule

2X+Y+/=4
X+Y+27=4 [lOmarks]
1Y +3V +47 =1]

(b) The total cost function of the firm is given by TC= 100 + 20Q + 2Q’.Determine the level of

output that minimizes the total costs of production [Smarks]

(¢) Consider the following reduced-form macroeconomic model:

=C+1,+G,
C=C,+b(Y-1)0<b<1,0<r<]
=ty

Find the equilibrium values of the endogenous variables using crammers rule when
b=0.75.1 =0.2, C, =500, I, =400, and G,=600 [1 Omarks |

QUESTION TWOQ

(a) The demand functions for coffee (subscripted x) and tea (subscripted ») are inter-connected
by the following demand functions: QO =100~15P + 2P, andQ; =67+3p, =3P The supply
functions for apples andbananas are givenby Q07 = -4+ 25p and Q) =-4+7p

(i) State the consumption relationship between the two commodities. (Give a reason for your
answer) [Smarks]

(ii) Determine the equilibrium prices (E and E)using crammers ruleand the respective

equilibrium quantitics ( 0. and 0, ) in the market [10marks]

(b) A whole seller at Nkozi trading center is involved in selling two types of products; Posho (X)
and Beans (Y) measured in kilograms. The Profit function of the whole seller is given by
T=30X ~3X* - 2XY + 20y — 2y% — 10. As an expert in mathematics for economists, advise

the whole seller on the quantities of Posho and Beans that must be sold in order to maximize

protits. Hence determine His maximum profits 1 Omarks |
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QUESTION SIX

(a) Discuss the assumptions of the input- Output model (Smarks)

(b) Given the following Leontief matrix and final demand vector

08 —03 —02 0
04 09 02 5

L = D =

-0l 03 08 6

(i) Obtain the matrix of input coefficients and give the interpretation of the elements in the

second column (6marks) )
(ii) What happens to the input coefficient matrix if no industry uses its own product as its inputs?
(Zmarks)
(iii) Find the equilibrium output levels for the three industries (7marks)

(iv) Find the total primary input requirements for the three industries (Smarks)

END-GOOD LUCK




