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INSTRUCTIONS TO CANDIDATES:
Answer five questions only.
Section A is compulsory. Answers to this section should be concise.
Answer four questions from section B.
All questions in section B carry equal marks.
Credit will be given for use of relevant diagrams.
Any additional question(s) attempted will not be marked.


SECTION A (20 MARKS)
Answer all parts of this question.

1. (a) (i) Define the term effective demand. 				(1 mark)
    (ii) State any three causes of low effective demand in Uganda. 
(3 marks)

         (b) (i) What is meant by the term factor prices?			(1 mark)
	     (ii) Mention any three factor prices in Uganda.         	  	(3 marks)

(c) (i) Given that a country’s final level of National income is £ 395    	million, MPC = 60% and the initial change in investment 	expenditure is £ 30 million, calculate the original level of National 	income. 									(4 marks)

(d) (i) Define the term Privatisation.					(1 mark)
     (ii) Give any three reasons why the government of Uganda carried out 	  privatisation. 								(3 marks)

(e) (i) Differentiate between Partial plan and comprehensive plan.
											(2 marks)
    (ii) Mention any two demerits of partial planning in an economy
											(2 marks)

SECTION B (80 MARKS)
Answer any four questions from this Section.


2. (a) Account for the existing income inequality in Uganda. 
       	 	(10 marks)
(b) Explain the demerits of un even income distribution in Uganda. 													(10 marks)

    3. (a) Describe the structure of Uganda’s population.           	(8 marks)
(b) Examine the implications of this population structure on Uganda’s 	economy.									(12 marks)

4. (a) Distinguish between Mechanisation and Modernisation of 			     agriculture. 									(4 marks)
     (b) Discuss the factors that limit mechanization of agriculture in 			      Uganda. 									(16 marks)

5. (a) Why is there need to adopt the import substitution industrial 		     	      strategy in Uganda? 							(6 marks)
    (b) Examine the factors influencing industrial development in Uganda. 													(14 marks)




6. (a) Distinguish between Corporation tax and Capital gains tax.
												(4 marks)
    (b) Explain measures that have been adopted to increase tax revenue in 		     Uganda. 									(16 marks)


7. (a) Explain the merits of Uganda’s participation in international trade													(10 marks)
(b) Assess the effects of adopting trade protectionist policies on the 	economy of Uganda. 							(10 marks)
                                               



END
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SECTION A (20 MARKS)
1. (a) (i) Effective demand is the actual buying of goods and services at a given time. OR: It is the desire for a good or service backed by the ability to pay for it. 					(01 mark)
    (ii) The causes of low effective demand in Uganda are thus:
· High prices of goods and services/High price level
· Low incomes of consumers.
· Unfavourable consumers’ tastes and preferences.
· Expectations of a fall/decrease in price of commodities in future.
· Unfavourable seasonal factors.
· Low level of advertisement/ low level of publicity/poor salesmanship.
· High tax rates imposed on goods and services/low subsidization of consumers by government.
· High prices of complements (complementary goods)
· Limited credit facilities (to consumers)
· Small market size.
· Unfair income distribution/ high degree of income inequality.
(Any 3 X @ 1 mk = 03 marks)

(b) (i) Factor prices are those monetary rewards to factors of production for their contribution in the production of goods and services. (01 mark)
    (ii) Examples of factor prices in Uganda are: 
· Wages/salary for Labour.
· Interest for Capital.
· Profit for Entrepreneurship.
· Rent for Land.
N.B: Salary for organization may be considered as a correct answer. 					 (Any 3 x @ 1 mk = 03 marks)
(C)  Recall that: 
   	       Original NY = Final level of NY – Change in NY. (01 mk)
   But: Change in NY = Multiplier x Change in investment exp.
                                 = 1/ 1-MPC x change in investment (01 mk)
                                 = 1/1-0.6 x £ 30 million 
                                  = 2.5 x £ 30 million = £ 75 million (01 mk)
             Original NY   = £395 million - £ 75 million
                                  = £320 million                         (01 mk)
(d) (i) Privatization is the transfer of ownership of public or state enterprises into the hands and control of private investors. (01 mk)
(ii) Reasons why the Government of Uganda carried out privatization are thus:
· To increase efficiency of (privatized) firms.
· To check corruption.
· To attract foreign investors/ To increase capital inflows.
· For the purpose of reducing government expenditure.
· The need to abide by IMF conditionalities (of having a private sector-driven economy in Uganda)
· So as to create more jobs in the long-run.
· To increase government revenue.
· So as to improve or increase resource utilization.
· In order to reduce bureaucratic tendencies in management of enterprises.
· To control (structural) inflation.
· For the purpose of improving Balance of Payments position.
· So as to allow government concentrate on provision of social services.
· The need to encourage competition / To improve quality of goods and services produced through competition.
· To accelerate economic growth / To increase GDP.
 (Any 3 x @ 1mk = 03 marks)
(e) (i) Partial plan -is one that covers part or sector of an economy.
									(01 mk)
        WHILE/WHEREAS;
         Comprehensive plan is one that covers the whole or entire economy/ all sectors in an economy.        		(01 mk)
     (ii) The demerits of partial planning in an economy are:
· Encourages regional imbalances.
· Exacerbates (worsens) income inequalities.
· Leads to weak inter-sectoral linkages.
· Discourages integration of the economy as one functioning unit.
· Breeds under-utilization of resources.
· Worsens sectoral dependence.
· Contributes less to job creation/low employment creation.
· Leads to low levels of GDP/ Low economic growth. 
(Any 3 x @1mk = 03 mks)
SECTION B (80 MARKS)
Candidates must answer ONLY FOUR questions in this Section.
2 (a) The causes of existing income inequality in Uganda are:
Do not give mere relationships or correlations but show why or how incomes vary for each cause being explained
· Differences in nature of jobs. 
· Variations in levels of skills/variations in education and training.
· Differences in natural resource endowment and distribution.
· Differences in economic background or inherited wealth.
· Political influence in the allocation of resources in favour of certain regions or sectors. 
· Differences in political climate.
· Differences in bargaining strength of individual worker(s).
· Differences in bargaining strength of Trade unions or Labour organizations.
· The non-matching government policy on income and wages.
· Differences in the cost of living.
· Differences in employers’ abilities and willingness to pay.
· Differences in talents and natural gifts of workers.
· Differences in number of hours worked for- in the case of those workers who are paid using the time rate method.
· Differences in the amount of work done or differences in people’s ability to do work – a case with piece rate method of wage payment.
·  Differences in experience or expertise or responsibility.
· Differences in accessibility to credit facilities through financial institutions.
· Variations in accessibility to developed infrastructure.
· Discrimination in the labour market on the basis of tribe, sex, age, religion e.t.c
· Differences in elasticity of supply of labour.
(Any 10 x @ 1 mk = 10 mks)
(b) The demerits/costs of un even income distribution in Uganda are thus:
· It leads to rural –urban migration and its associated evils such as high crime rate.
· It leads to low aggregate demand hence discouraging investment.
· It breeds monopoly since rich take control over the exploitation of resources.
· It makes government to be unpopular among the poor.
· It leads to low capital formation and accumulation.
· It increases government expenditure on provision of subsidies on goods consumes by the poor or government increases her expenditure on funding poverty alleviation programs like Operation Wealth Creation.
· It causes brain drain.
· It leads to a narrow tax base.
· It discourages the poor from exerting effort towards work because they are desperate.
· It creates a narrow tax base. This causes low tax revenue collections by the government.
· It sparks off or breeds social evils like robbery, prostitution because the poor are striving to get money to sustain their livelihood.
·  It leads to exploitation of the poor the rich through under paying.
· It creates undesirable social classes in Uganda. The rich do not want to associate with the poor hence killing national unity.
· It worsens Balance of Payments problems. This is because the rich import expensive consumer goods and luxuries hence increasing foreign exchange expenditure abroad.
· It leads to economic waste/it is economically wasteful. This is due to high expenditure by the rich on buying luxuries and goods of ostentation/status symbols instead of investing in productive ventures.   					(Any 10 x @ 1mk = 10 marks)
3.(a) The description of the population structure in Uganda is as follows:
· It is dominated by the young people; (who constitute over 40% of the population).
· Females are more than the males.
· Population is mainly rural based, (with approximately 80% of the population living in the rural areas).
· Majority of the population are semi-skilled and /or unskilled.
· High illiteracy rate (due to low levels of education)
· The productive force of the population is mainly engaged in primary production
· High population growth rate in the country.
· Un- even spatial distribution of the population. 
· A big population lives below international poverty line. (The majority earn less that 1 US dollar per day) (Any 8 x 1 =08 marks)
   (b) Positive implications of such population structure on the economy of Uganda are given below:
N.B: Accept the use of will to cater for candidates who look at the implications in an optimistic way/potential for the future……. /futuristic approach.
· High market potential. This is due to increased demand for consumer goods by the big population.
· High potential for labour force. This is because the young are hired for work as they become of age or the young people under are trained in different skills and are hired to work in enterprises when they enter the working age group (bracket.
· An incentive /potential for massive future investment.
· High tax potential. The young in the working age group contribute to government revenue through paying taxes like PAYE .
· Initiates effort to work harder in order to sustain the predominantly dependent population.
· Government is awakened to its responsibility of providing necessary infrastructure and this leads to increased output.
· The young are usually innovative and this creates room for potential inventions.
· High potential for increased resource utilization.
· Encourages labour mobility.
· Reducing per capita social over-head costs i.e the average costs of providing infrastructure to a big population reduces. 
(Any 6 x @1 mark = 06 marks)
ii) The negative implications on the other hand include the following:
· Low labour productivity.
· High dependence burden/low savings/low capital accumulation /low economic dependence.
· Unemployment and underemployment arise.
· Limited domestic market/low effective demand due to high population growth rate that increases the number of dependants. These have a low purchasing power hence limiting market for goods and services. 
· External resources dependence e.g on foreign manpower.
· It leads to B.O.P problems due to high import requirements to supplement domestic supply.
· The available infrastructure is over-strained.
· Effective planning for the population becomes difficult.
· High government expenditure on provision of social services.
· High social costs in form of pollution, congestion e.t.c
· It results into brain –drain.
· High rates of rural –urban migration and the negative consequences associated with it.
· It causes or exacerbates or perpetuates income inequality.
· Quick depletion of resources due to over-exploitation.
· It exerts pressure on land hence creating land fragmentation. This leads to low production in the agricultural sector. 
	                                                  (Any 6 x 1 mark = 06 marks)
4. (a) Modernization of agriculture is the changing from traditional subsistence farming to high yielding commercialized agriculture.
        									(02 marks)
WHILE/WHEREAS;
         Mechanization of agriculture is the adoption and use of machines (tools and equipment) on agricultural farms or by farmers.
											(02 marks)
 (b) The factors that limit agricultural modernization in Uganda are as follows:
· Under –developed infrastructure(s). The poor roads limit transportation of agricultural machines like tractors, irrigation equipment et.c to farms. 
· Unfavourable /unpredictable natural factors /natural hazards. The long dry seasons reduces output (yields)leading to low sales and low incomes. Due to low incomes, farmers fail to buy machines.


· Limited labour skills/Limited skilled labour. There are few agricultural engineers and technicians to repair farm machinery. this limits use of machines on farms. 
· Small market size. Due to a small market, farmers make low sales on market and finally earn low profits hence reducing their ability to buy machines and expand production scale.
· Unfavourable political climate/Politic instability. This creates fear for loss of lives and property among farmers thus low investment in commercial agriculture where mechanization is involved.
· Limited capital/ limited funds. Farmers are not able to buy basic farm machines such as tractors, irrigation equipment e.t.c
· Poor land tenure system. Due to land fragmentation, farmers fail to acquire more land for carrying out large scale mechanized farming.
· Poor entrepreneurial ability. Some farmers fear to take risks and invest in large scale mechanized farming. 
· Low/fluctuating prices of agricultural products. Farmers earn unstable incomes and investment in agriculture becomes uncertain. This limits mechanized farming in Uganda.
· Conservatism (of some farmers). Such farmers are not willing to adopt the use of machines and continue to use traditional methods of farming. 
· Unfavourable or rugged topography in some areas. The use and application of machines on farms becomes difficult in hilly (mountainous) areas and swamps. This limits large-scale mechanized farming. 
· Low level of accountability. Some officials in the ministry of agriculture divert money which government sets aside to buy   machines for their own personal use (gain). This limits mechanization by farmers.
· Inapplicability of machines on farms where human judgement is needed – a case of picking ripe coffee beans, harvesting cotton fibre, harvesting bananas e.t.c (Any 8 x @ 2 mks = 16 marks)


5. (a) The objectives/reasons for the adoption of import substitution industrial strategy in Uganda are as follows: 
· To save the scarce foreign exchange that would be used to import goods.
· To reduce economic and/or trade dependence.
· To increase utilization of resources at home.
· To create more employment opportunities at home (in Uganda).
· To promote entrepreneurial skills.
· To develop or enhance local labour skills.
· To improve the Balance of Payments position.
· For purposes of technological transfer.
· So as to accelerate the rate of economic growth/GDP.
· To attract foreign capital since some of these industries are foreign – owned.
·  To stimulate or encourage the expansion of basic infrastructure.
· To increase government revenue by way of taxation.
· So as to control imported inflation.
· To generate foreign exchange in the long-run since some of the industries expand and begin to export goods to other countries.
· To promote linkages between industry and other sectors of the economy like agriculture, transport, education (for training of industrial labour such as technicians and engineer as well as carrying out research in industrial products in tertiary institutions e.t.c) 					 (Any 6 x @ 1 mark = 06 marks)
 (b) The factors influencing industrial development in Uganda are thus:
N.B These are presented as neutral factors but the explanation must be two–sided showing how high and low industrial development comes about. Mere correlations attract 01 mark (it is equivalent to point statement) The factors are as follows:
· Availability of raw materials.
· Government policy on industrial development/ government policy on taxation and subsidization.
· Size of market.
· Level of infrastructural development.
· The land tenure system/Availability of land.
· Size and quality of labour force/ Level of labour skills.
· Level of capital stock
· Level of technology.
· Level of entrepreneurial abilities or skills/Level of entrepreneurship.
· Political atmosphere/ political climate
· The price levels / The rate of inflation.
· Level of accountability in the industrial sector. 
                             (Any 7 x @ 2mks = 14 marks)
6.(a) Corporation tax is one levied on profits of companies (joint stock companies).                                                         	 (02 marks)
WHILE/WHEREAS;
	Capital gains tax is one levied on the increased value of an asset between the time of its purchase and time of sale. OR: It is a tax levied or imposed on an asset whose value has appreciated between the time of its purchase and time of sale.
(b) The measures that have been adopted to increase tax revenue in Uganda are thus:
· Enforced or implemented tax laws to deter tax evasion.
· Embarked on a fight against corruption in the tax authorities. This has minimized embezzlement of tax revenue by tax officials.
· Maintained political stability.
· Developed a comprehensive Tax register to ease tax assessment and collection of tax revenue/ developed an Electronic tax register
· Developed infrastructure (developed roads to ease movement of tax officials, Developed ICT capacity/ Internet facilities to ease E- tax assessment and on-line tax payment)
· Recruited and trained more tax officials to improve efficiency in tax administration.
· Tried to minimize government interference in the tax authorities
· Encouraged proper book-keeping or record keeping to ease tax assessment, for the case of VAT, corporate tax, Income tax e.t.c.
· Adopted simplified friendly systems of tax collection for small and medium enterprises including the informal sector businesses to encourage tax compliance.
· Organized tax education campaigns or awareness days or seminars to sensitize the public about the importance of tax payment. This has improved tax compliance.
·  Restricted tax exemptions so as to minimize revenue leakages.
· Offered prizes to some enterprises that promptly pay taxes so as to act as an incentive for other enterprises to do so.
(Any 8 x @ 2 mks = 16 marks)
7 (a) The benefits enjoyed when Uganda participates in international trade include:
· Enables Uganda to obtain or get what it is not locally produced.
· Widens a variety of goods and services imported in the country. This widens consumer’s choice and hence improvement in standard of living of people in the country.
· Enables the country to dispose of surplus output. Surplus output is exported to other countries which minimizes wastage.
· Generates government revenue through taxation. Revenue is raised from imposing import and export duties. This revenue is used develop infrastructure leading to faster economic growth.
· Leads to increased utilization of resources hence avoiding wastage. It induces increased utilization of would be - idle resources so as to produce commodities for export. 
· Leads to increased output hence economic growth.More goods and services are produced within Uganda for sale abroad. This increases GDP/ economic growth. 
· Promotes efficiency of domestic firms due to competition. International trade encourages health competition among local and foreign producers leading to efficiency in domestic firms hence production of high quality goods. 
· Creates more employment opportunities. The enterprises involved in import and export trade hire workers hence reducing unemployment.
· Enables acquisition of new development ideas and values. International traders in Uganda share business information and entrepreneurial skills with other traders in developed countries.  This has positive effect in stimulating economic growth and development.
· Promotes international co-operation and understanding. 
· Enables countries to earn foreign exchange from exports.
This can be used to buy imports like machinery and other equipment that produce other goods leading to economic growth. 
· Promotes/encourages specialization and its benefit.
· Acts as a source of relief Aid in times of calamities/emergencies. Through international trade, effects of natural disasters are greatly reduced. This is because the trading partners send relief or supplies of food, medicine etc to the affected people or areas in Uganda
· Promotes technological transfer. International trade permits   importation of advanced capital equipment and machinery thus leading to efficiency in production. 
· Facilitates development of infrastructure e.g. Roads
Good infrastructure in form of roads, financial institutions etc develop to facilitate international transactions in the export and import sectors leading to faster economic growth.
· Promotes capital inflows. This is through foreign investors hence increased investments, output and employment opportunities.
· Enables a country to acquire skilled labour from other countries. This helps to increase efficiency in local firms because skilled labour from abroad is hired for work.
(Any 10 X @ 1mk = 10 mks)
b) The Positive effects of adopting trade protectionist policies in Uganda are:
 (a) (i) The advantages of adopting trade protectionist policies are thus; ( Accept use of:  It……../ They……/ The policies …………
· It protects infant industries/ local industries from foreign competition.
· They discourage dumping.
· It improves B.O.P position.
· They reduce external economic dependence/ promote self-reliance.
· It raises government revenue. 
· They create more employment opportunities at home (in Uganda).
· It prevents or checks the importation of undesirable goods.
· They check imported inflation.
· It encourages use of local resources thus minimizing wastage.
· They help in improving Uganda’s terms of trade. 
· They help in increasing output hence promoting economic growth
(Any 5 x @ 1mk = 05 marks)
(ii) The Negative effects /demerits of adopting trade protectionist policies in Uganda are:
· It subjects nationals to highly priced goods.
· It subjects nationals to poor quality goods at home.
· It encourages inefficiency in the protected firms.
· It encourages monopoly tendencies.
· Protectionist policies limit variety of goods.
· Protected firms have a tendency of remaining infant.
· It is an expensive exercise since it calls for subsidization of local firms. 
· The protected firms over burden government or put it at ransom by lobbying for assistance from time to time so as to continue reaping profits.
· It encourages retaliation hence reduced gains from trade.
· It encourages trade malpractices e.g smuggling 
· It may frustrate inflows of foreign resources. 
· Discourages specialization and its associated advantages.
(Any 5 x @ 1 mk = 05 marks)
                            END
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