(a)

(b)

> GUIDE
PROPOSED MARKING Gull

ECONOMICS P220/ 1
SECTION A 40 MARKS

1 ar : where prices ;
i) Pri hanism is a system in a fre¢ markel cconomy prices and
(i) Price mechanism is a ¢ T e o
llocation are determined by the interplay of market forces of demang
resource allocation ¢
(1 mark)

and supply.
(ii)  Merits of the price mechanism are:

j . % - S-
Encourages production of better quality goods and sgrvrcc

Increases efficiency in the allocation of resources.

Promotes hard work and personal initiative.

p . bL

rvices,

Encourages technological development / innovations and cre
Increases cconomic growth / output. / resource utilisation
Encourages flexibility in production / it reduces bureaucracy.
IFacilitates income distribution./ reduces mcome incqualil_\-'

- Widen consumer chojce,

- Promotes consumer sovereignty,

- More employment Opportunitics are created,

- Encourages development of enireprencurial skjjjs.

- It encourages arbitrage in an ¢conomy,

- Determineg what to produce,

- Determincs where to produce,

- Determineg when 1o produce.

= Determines hoy, 10 produce,

= Determineg for whom - ]
Any3x =3 Markg

(i) Income inequalily is:

+ Jduce,

The un eyep gic, s
Cn distribyy;
lon o
s Among individuals where the
‘ re pOOI‘, L ; . .
Or it js (he disproportionate distribution
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(c)

of wealth or income

rich. (1 mark)

among citjzens wi
~IS Where the maiors
the Majority are poor while few are

(if) Demerits include the following;

I.eads 1o low governmen revenue

Rural urban migration is encouraged together with jis

; associate
disadvantages. ¢ ted

Reduces aggregate demand in an cconomy.

[.cads to high crime ratcs,

Leads to brain drain,

Discourages investments.

Makes government un popular / Political instabilitics
Lcads to high levels of exploitation oi‘lhé poor.
L.cads 10 low savings.

Crecates sogial and economic class divisions.
Worsens balances of payments problems

Icads to misallocation of resources.

Leads to high population gromh ratc.

Increases dependency burden.

1t leads to underdevelopment and under utilization of available inlrastrucuure.

It makes the poor to lose hope.

Any 3 x 1 =3 marks

Merits of export promotion industries include:

Creates many employment opportunitics.

Expansion of market for local manufactured products.

Improves international relations among countrics / creates fricndship among

countries.
Produces better quality goods.

Diversifies the economy.

1 W )
ange earnings. / improves B.O.1

Increases foreign exch

Improves terms of trade.
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(d)

= [pastructure
Jdevelopment of infrastructt

¢venuc.

- lincourdgts
- Increascs govcrnmcnt I
oitation of Jocal 1
cconomic growth.

csources.
. Tincourages eXpl

ases output / increasc 11
al development.

- Incre
Fncourages technologic [

. technology-
. Leads to development of modern technology

Anydx1=4 marks

(i) Collective bargaining is a method used by trade unions which involve round

wable talks / discussion negative /discussions between representatives [rom trade
unions and employers with an aim of resolving workers” grievances. / working

conditions

1 mark

(ii) Methods used by trade unions to negotiate [or improvement in the wellare of

workers

include:-

Kidnaping or abducting key officials or some of their officials
Boycotting / decampaigning / mediy wars or sabotage by workers
- Go slow method or lactic, S
- Collective bargaining,

- Picketing,

Go on a violent strike,

- Sit down strike.

- Go slow.

Go on a peacefy) dcmonstralion

SCCk indu s
Strial arbitrayj
alion or .
Mediatjq
n
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Closed shop.
Any 3 x 1 =3 marks
(i) Private finance refers 1o incomg

orrevenue

rned by individuals or
" s S 0l
organizations and how it ig Spent o maximize the |

ir private benefits or objectives
Az : celives
(1 mark) i

ile public finance i ; .
while p nee 1s a branch of macro - cconomics that deals with how

government raises revenue and how that re venue is spent on v

‘ arious programmes
to achieve development objectives.

(1 mark)
(ii) Objectives of public finance.
_ To reduce income inequality.
. Toreduce regional imbalances.
- Toraise government revenue.
- To control inflation.
- To protect local industries.
- To improve BOP -position.
- To promote production hence economic growth.
- To influence investment.
- To reduce external dependence.

Any 2 x 1 =2 marks

SECTION B
2. (a) Significance of National Income statistics:

llint: Uses or importances needed NOT reasons [or calculating National Income-
('I‘ t e @ [

Used in calculating per capita income

ic er in an economy
Helps in determining the rate of cconomic growth in an )

' ic analysis
Used in planning or for research and cconomic anal)

= ne AMOnNg countrics
Used to compare the standard of living of people amons

. 8 ~ i a country over time
Used to compare the standard of llvIng of people 1n 4
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which an cconomy is dependent to other Counyrig,
0 Willv .

Used to show the extent ' i
ries to solicit for foreign assl
expenditure patierns in a country

g sectors/ It is used to show the pcl‘fofmancc of

- Used by count
Helps to show the expe
It identifics the leading and laggin
each sector in the economy
It stimulates the investment

S0 er time
IHelps to compare cconomic performance ov

Shows the levels of resource exploitation

It shows income distribution
(8x1=8 marks)

(b) The following are the statistical problems faced when compiling National income

statistics in
developing countries:

- Inadequate data/limited information

- Problem of determining the production boundaries

- Difficulty in valuing unpaid for services and sclf-scrvices

- Problem of double counting

- Problem of determining net factor income from abroad

- Itisdifficult to determine the value of depreciation of capital which makes it difficult

to determine NNP/NDP

- Problems of distributing intermediate and {inished goods

;;Sb?;f:?:i:::z:;; :1’::”3 gOVCr'nmeT)t expenditure / government output
changes in prices in the year

- Itisdifficult to determine the €xact value of sub
output)

Sistence output (Non-monetary
progress / inventorjes ] =

Problem of ilj¢ it
gal activities |; e e
. . ike Prostitution, spy oli PR T
rtage of skilled labours giig: . &eling of goods. drug tratficking
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sion and commission

(6x2=12 marks)

Problem of errors.of omis

: o an economy arc.
3. Factors that lead to rise of monopoly n an

patent rights and copy rights.

- Provision / possession of y
A p g. statutes or ordinances.
.

i decrec
Acts of parliament, government dec

' initi ital requircments.
- High or huge initial capital req ) )
Long distance between firms producing related commodities / long distance betweep
= ong diste >

rival firms.
- Exclusive ownership and control of basic raw materials.

Exclusive possession of technology needed in production of a given product.

- Merging of firms / takeovers.

- Long periods of training and apprenticeship.
- Possession of unique talents.

- Small market size.

- Protectionism by countries.

- Limit pricing.
(b) Measures to reduce the effects of private monopoly firms include:

Strictly ideas should be suggested using “Should”, ~Can™

. "May™, Usc of commanding
statements should be accepted. '

Future tens

gislation/fix Mgy _
Xlmum

! prices

mpose taxes on Monopoly firmg (Lump suyp ¢

monopoly profits axes, specific or profit taxes) to reduce

Set production quotas to reduce oy

. -
- Enact

S capacity

- Establis} s fonopoly |y,
1 public Cnterprises 1q compete y S
- Nationalise priyae e ith CXIsting priy
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License and provide capital (o new firms to compete with the existing firms
Subsidise exisling inefficient firms 1o avoid closure so as to create monopoly
Lift restrictions on international trade

Strengthen the National bureay of Standards 10 ayoj production of poor quality
goods

Iincourage formation of consumer co

Widen market

Develop infrastructure to reduce spatial monopoly

Liberalise the economy

(6x2=12 marks)

4. Benefits of economic growth include:

No use of past tense

Increases government revenue by imposing taxes on many economic activitics.
Improves balance of payments position.

Reduces external dependence,

Creates more cmploymenlropporlunities.

Reduces income inequality.

Allows workers to have more time for leisure,

Makes the government in power popular.

Increases the utilization of the available natural resources.

Encourages development of modern infrastructure.

Improves labour skills.

Reduces inflation.

Reduces conservatism.

Leads to industrialization.

Provides 2 variety of goods to consumers which increases consumer choice,
Improves technology.

I

Any 10 x 1 =10 marks
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:'ncouragcs provision of assistance to others ic. Emergency of charitable activitics.
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. .iCL‘) i])b‘ih‘G‘C:
cl
/ C 0

. / l)' 1 p' II
. . [

- Limited market s1Z¢.

' . -ate.
- High population gt owth 1
- Poor state of infrastructurc.

in production.
Poor state of technology used in p

- Small capital stock.

- Limited labour skills.

- Limited entrepreneur skills. 3 |
High level of subsistence production / low levels of commercial productiy,

_ lg T .

- Low level of savings. |
- Low leve] of accountability / corruption or cmbezzlemenl_ of funds,

- Lowlevel of exploitation of the available natural resources.

Poor land tenure system.

- High capital out flow or Jow capital in flow.
Poor attitude towards work
- High levels inflatiop /

instability in prices
- High leve]

sof conservatism,

Low leve] of industriélisation
Limited diversiﬁcation in the ¢conomy
Political instability.

Any10xq = 10 marq

3. (a) Initiy depoc;
posit _
~=lhe fipy
Mark) b

a - .
the bap “m“mm.\t(iﬁie_d_ll. created (
k deposu Multiplie,
but the credi -
Mark) edit muhlplleti__,_‘]__ (h
Cash l'ﬂtio
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]
0.5%

=200 timeg (%2 mark)

therefore the initial deposit = 15( 000 billion
_"——'L——-______

(1 mark)
200
= sh. 750 billion or sh, 750,000,000,000 (1 mark)

(b) Factors that limit credit creation in an cconomy. Include the following;

- High interest rate on loans / low interest rate on deposits,

- High cash ratio.

- High liquidity preference.,

- High levels of poverty / low levels of income possessed by most of the people in the

country.
- Few credit worthy customers to commercial banks,
- Lack of or possession of few assets acceptable as collateral security.,
- High levels of corruption in commercial banks.
- Political instability.
- Low or limited investment opportunitics.
- Large subsistence production. / low level of monetization

High ignorance about services provided by commercial banks.

- High levels of economic uncertainty. / inflation

- Poor distribution of banks ignoring rural arcas.

Restrictive monetary policy.

Low levels of initial deposit in financial banks. :
Limited use of cheques when carrying out transactions in developing countrics.

Any8x2=16 marks
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) To p[‘ vcrnmcnt. P .
¢ for 89 sendence on other countries fo,
CG c} Supplics

ye BOP positio™
consumers
de of an ccO!

o Py — nsumption of dey:

To impro rtation and co b of dcmwllgood
5

To prolcc[ IOCaI

o terms of trd

To discourage dumping.
ase or maintain €M
ction of strateglcd

10n1y-
To improv

ployment Jevels.

. Toincre Ily important goods locally /10 promote Dation,
. p 1]

To promote produ

security. ey )
To revenge similar actions by trade partners / other criteria against her expors,

retaliation
To strengthen regional economic integration.

To avoid / control / reduce imported inflation.

To encourage the exploitation of local natural resources.

- To reduce foreign political dominance.

- Inorder to increase economic growth / to increase output.

Any 8x 1 =8 marks

(b) Demerits of protectionism include:

Leads to productj
0 .
n of poor quality goods due 1o limited competition.

Discoura ;
ges local invegt
me A
It makes the protected i fm teto rationing of credit / burcaucratic delays ¢t
¢d infant indugy
_ ustries to remain | .
Leads to increageq monopoly O remain inefficient.

— power am : : '
sociated problep ong the protected industrics. And its
Increg
SE€S gover
n
MeNt expendigyype in enfore;
TCITIE Suck suctetais
Ing such restrictions.

Local, consy

€IS obtajp, 200ds 41

Lirnited
Variety of
Prodycg

higher Prices,

ue (g 5
tot
al ban op certain imports.
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Reduces the benefis e .
. s for fre trade ang International specialization according to
comparative advantage,

Any6x2=12 marks

7.(a) Causes of the high public debt in developing countrics,

Frequent occurrence of Natural calamiticg,
High need for constructing modern infrastructure,
Political instability that increases niilitarv expenditure,

Low tax base./ narrow

Low taxable cépacily.

High incidence of tax evasion.

High incidence of tax avoidance,

High cost of debt servicing,

High level of?on‘uption /! low level of accountability and transparcnce.
High and increasing cost of public administration.

High rate of inflation.

High population growth rate.

Over ambitions / elephantine planning.

High international commitments.

Any 10 x 1 =10 marks

(b) Methods that can be adapted to clear public debts are:

- Increase taxes so as to raise more and revenue for paying debts. / introducing
new taxes ¢

- Use profits from public enterprise like NSSF, Uganda airlincs.

- Create a sinking fund.

- Operate a surplus budget.
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Raise more revenue through s'alle of government s¢f :s like bonds < ¢
treasury bills. ' |

Sale government assets / property to raise funds to pay the debt. / privatisation
Use debt conversion, this is where government gct a new chcaper loan (ic one
with lowef interest) to clear a more expensive loan.

Debt repudiation. This involves government refusing to pay the debt owed.

Use grants / donations.
Negotiate for a debt relief or wailer / cancellation.
Use a debt swap. i.e exchanging a debt for a debt.

Use capital levy ie the rich are made to pay more / contribute to {ind to clcar
debt

Print more currency notes.
Borrow from local or foreign sources to get funds to pay mature debts.

Any 10 x 1 = 10 marks

(%3 CamScanner
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UMTA JOINT MOCK 2022
MARKING GUIDE

ECONOMICS P220/2
SECTION A (20 MARKS)

1.(a) (i) Occupational mobility of labour refers to the ease with which/ability of

labour/degree to which labour moves from one occupation/ job to another.  (1mk)
(i) Factors that affect occupational mobility of labour in Uganda.

- Working conditions in the current occupations.

- Knowledge about existing jobs.

- The wage rate in the current occupation.

- The financial requirements involved in changing to the alternative job
/occupatidn e.g-"application fees, transport costs etc.

- The time periad required for training for the alternative job.

- The degree of spe(:|al|zat|on of Iabour

- Levels of skills requured in the alternatlve ]ob
Social factors e.g religion, culture etc. or the level of discrimination in the labour

market.

Possibility of promotion at the current job.
- Level of esteem attached to the alternative job.
- The cost of training for the alternative job.

- The age of the workers. (Any 3 X 1mk)
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onal transfer of resources /funds in the

 refers to the internat! -
Ueli=eE ce e.t.ceither dir 7 from one

ts or technical assistan
r indirectly through th
ernational monetary fund.

b i) Foreign ai

form of loans or gran

government to another 0

agency like world bank and int
(1mk)

e vehicle of 8 multilateral assistance

(i) Reasons for foreign aid dependence in Uganda

- To fill the man power gap.

- To fill the technological gap.

- To fill the government revenue expenditure gap.

- To fill the savings — investment gap.

- To fill the foreign exchange gap.

- To alleviate suffering of people due to natural disasters.

- To strengthen international relations between the donor and recipient country.
- To facilitate development of infrastructure.

- To facilitate creation of employment opportunities.

- To accelerate industrial growth.

- To improve the productive capacity of the recipient country.

- To improve and maintain national security. (any 3 x 1mk)

C ). Structural unemployment - it is one that arises from the changes in the

patterns of demand and supply in an economy. (1mk)

ii). Solutions to structural unemployment in Uganda

- Advertise jobs,

- Equip labour with multiple skills.

- Diversify the economy.

- Improve political climaw,

Encourage use of appropriate technology,
Expand market for goods and services.

- Encourage flexibility in production.
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- Retrain workers:

Indirect taxes - are taxes imposed on goods and services whose incidences are

borne by the consumers of the Products or the seller or can be shared by both

depending on the elasticity of demand of the commodity.
(1mk)

(if) Merits of direct taxes in Uganda.

They reduce monopoly powers.

- They are a source of revenue to the government.
- They promote hard work.

- They reduce income inequality .

- They influence resource allocation.

- They control (demand pull) inflation.

- They are convenrient to the tax payers.

- They are elastic or flexible.

- They are certain to the tax payer.

- They are economical or cheap to collect.

- They are s'imple, clear and easy to understand. (Any 2 x

1mk)

ei). Divestiture- it refers to the total sale of public enterprises to private individuals
and companies.

OR
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:~ enterprises to private
the public &
assets Of

es an
Its the sale of all the shar

ies.
individuals O compan

(1mK). i :
vestiture 1N uganda

hindered di
ii) Factors that . _—
; d erty/high levels of poverty among t /ShOrtage :
Wide spread pov
capital / Limited funds

ises.
poor state/condition of some enterpr

- The small market. o |
High levels of *corruption within the privatization unit / Low levels
19
accountability |
_ Ppolitical instability in some parts of the country or in areas where some of the

enterprises are located.
- Political sabotage.
- Opposition from the public.
- Under developed capital markets.
- Poor valuation of the public enterprises.

Unscrupulous buyers/Dishonest buyers.

- Ideological differences.

High costs of the process of Privatization

Bureaucracy within the process (A
ny 3 x 1mk)

2. (a) U _ SECTI0
T Sty o ey R)
mer Ndin Uganda

When i
€xpendi Makin i -
o itures, g COnsumption decisions/planning thef
by producers in pric

Used by Producerg in

e deterrnination or
- U

Wa Pricing thej
sed 9€ deterpin... g their products.
by m0”0D0|ist5 , termlnatlan_ Ski 3

during price llled labour - inelastic

ISCriminat:
Nation. Casual / low - Elastic

165
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. Used by producers in determining the tax Incidence. I.d — consumer pays much
_ Used by producers in making advertisement decisions.

- Guides government in formulation of taxation policies.

- Guides government in making its subsidization policies.

. Used by government in determining public utilities. ;

- Used by government in formulation of foreign trade policies. (Any 6 x
1mk)

b). Factors that make demand for goods price inelastic in uganda.

- Availability of commodities with few substitutes.
High degree of necessity of commodities.
- Habit in use of the commodity.

- High level of the consumers income.

- Small proportion of consumers income spent on a commodity.

- Few number of uses to which a good can be put.

- Durability of the commodities. |

- High levels of advertisemeht.

- Low possibility of postponing use of the commaodities.

- Ease in obtaining or acquiring a cbmmodity. |

- Short run preriodé. _

- Expectations of the future price decrease. (Any 7 X 2mks)

3a). Factors that have influenced the level of foreign direct investment
in uganda.

- Level of development of infrastructure.

- Availability of raw materials.

- Land tenure system.

- Existing stock of capital.

Political climate.

Level of technolégy-
- Labour skijlls.
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size of market.
Level of accounta
ree Of liberalizat

bility-

jon of the economy-

. Deg
Rate of inflation.
f taxation and su

psidization / svailability of tax incentives.

. Level0

The ent
_ Degree of conservatism-
_ The level/ degree of bureaucr
_ The level of publicity of invest

repreneuria| ability.

acy-
ment opportunities in the country. (Any 5
X

2mks)

b). Role of foreign direct investment

Positive role

Increases resource utilization.
_ Provides employment opportunities.
Increases labour skills/ fills the skilled manpower gap/ increases supply of

skilled labour.
_ Increases output hence economic growth.

- Provides revenue to government.

- Promotes infrastructural development.

- Leads to technological(_t_ransfer / fills technological gép.

_ Widens consumers choices due to production of a variety
- Encourages efﬁc_iency of local firms due to competition |
- Leads to production of quality goods. |

- Leads to development of industrial sector

Promotes friend| ' ‘

relat '
eac ¥ relations with other countries ( hence i : gl
e and trade /aid). ce increased internatio

Increased inflow
. of forej
o foreign exchange / fills the forei
es the balance of payment e oreign exchange gap-
sition.

Fi o
ills the savings Investment gap |

167


https://digital-camscanner.onelink.me/P3GL/g26ffx3k

negative role

. Accelerates capital outflow through profit repatriation.
_Causes balance of payment problem,
. promotes external dependence of the economy.
. Leads to unemployment,
- Worsens income inequality.
Leads to resource depletion,
- Causes regional imbalance in development.
- Leads to low taxﬁ revenue.
- Out competes local firms.
- Causes social costs/ environmental degradation.

- Results into cultural erosion.

- Promotes economic domination of the economy by foreigners. (Any 5 x 1mk)
4a). Reasons for industrialization of the economy of Uganda.

- To provide revenue to government.”

- To provide employment opportunities.

- To promote infrastructural development.

- To accelerate economic growth,

- To promote use of resources.

- To promote economic diversification.

- Toimprove the balance of payment position.
- To promote linkages_with other sectors.

- To improve labour skills.

To reduce dependence on imports.

To provide a variety of goods and services.
To promote inflow of capital.

To promote development of skills.

To contro| inflation.

To provide better quality goods and services,  ; ( 10 x 1mk)
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5a).

b). Effects
of hj
gh POpulation growth j
In Uganda

Ina |
Limited labour skills:

._od market. ‘
Limited tion.

473
High raxation an low cubsidi
materials.

cportage of &V ,
eurial skills.

ovel of entrepren

land tenuré system.

Low |

poor
poor infrastructure.

political instability.

High rate of corruption.
Low level of technological-
High rates of inflation.

Under developed capital markets.

ricultural sector which is the main source of raw

poor performance of ag
(Any

materials to agro based industries.

10 x 1mK).
Features of Uganda’s population

Dominated by the young.
Females are more than males.
Population is mainly rural based

J
I d

Characteriz i i
: . ed with a high population
roductive force of th o e

~ Pb.-‘diati i : . ;
onis malnly engaged In primary_productfon-

High proportio
n of the 0 : .
There is “"‘E‘/er{spatia|p PUIatmn lives below the international pover™ e
distributeq) distribution of the population ( ic un evenIY
- ation (population !

(Any 8 x 1
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positive effects.

Negative effects

orce/ increasas the labour force/ increases
labour supply.

Results into a high potential for m -
investment /encourages investment, '

Results into a high tax Potential/increase

S government revenue/increases tax
bases. -

Promotes hard work to Sustain the Predominantiy dependent population i.e
both at family and national level,

infrastructure.
Increases résource utilization.

Implies high potential for innovations and inventions
majority) and are innovative).

Encourages labour mobility.

( because young are

Reduces perca pita social over head costs. (Any 6 x 1mk)

Leads to a high dependence burden.

Results into unemployment and under employment.
Leads to low labour: productivity,

Leads to high social costs e.g pollution.

Leads to balance of payment problems.

Leads to high level of external resource dependence.
Over strains the country’s infrastructure.

Leads to high government expenditure on providing social services.
Leads to brain drain.

“€ads to high rates of rural urban migration and its evils.
Makes government planning for the population difficulty.

17N
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6a). Importance of m

itati ources.
Leads to over exploitation of res

Leads to income inequality. d
sive pressure on land.

onetary policy in Uganda.

(Any 6 x Ir .«
Leads to exces

Helps to attain price stability Jcontrol inﬂatron:.

Used to control unemployment. .

Used in reducing the balance of payment problems.

Used to influence the level of investments.

Used to influence the level of economic growth.

Helps to ensure stability of the eXchange rates.

Helps to influence the interest rates in the economy. |

Used to encourage growth of the financial sector. (Any 6x 1mk)

b). Causes of failure at successful implementation of the monetary policy
in Uganda. i

Ignorance of the open market operations by the public,
Conflicting government objectives,

Under developed money markets.
Excess liquidity in the cOmmercial banks.

High liquidity preference among the public.
Large subsistence sector,
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- Worsens balance of payment positigr.

- Promotes rural urban migration andﬂits evils.
- Leads to unemployment.

- Discourages hard work (by the poor).

- Promotes tax evasion/ low tax revenue,
- Creditors lose.

- Leads to industrial unrest/ strikes.

- Leads to unpopularity of government,
- Promotes speculation.

- Low / fixed income earners suffer/ causes misery among the poor.

- Encourages production of low-quality goods.
- Leads to brain drain.

- Promotes social vices e.g crime and immorality.

- Straining workers due to long hours of work.

- Made planning difficult.

- Leads to collapse of some firms.

- Worsens income inequality.

- Leads to profit repatriation.

- Leads to loss of confidence in the local currency. (Any 10 x 1mk)

b). Measures that have been taken to reduce the rate of inflation in
uganda.

- Reduced government expenditure.

- Increased direct taxes.

- Developed infrastructures.

- Modernized agriculture.

- Provided ( tax) incentives to investors.
- Improved political climate.

- Liberalized the economy.

- Privatized public enterprises.
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Encouraged establishment of import substitution ind;ustrigs.

Adopted restrictive monetary polici‘és/_ rgéduced cre.d‘i:tw‘i-?lm_ation.

Enforced wage freeze/wage restrain policies.

PR ol

Encouraged importation from cheaper sources.
Controlled issuance of currency, |
Discouraged exportation of essential goods.

Reduced indirect taxes on essential goods. (Any 10 x 1mk)
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