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Posted by: MR. KIBUUKA ENOCK.

                                                       SECTION A

1 (a) (i)   CED = Proportionate Change in Quantity demanded of Commodity Y

                             Proportionate change in price of commodity of X                     (1 mark)

         = 500,000 – 300,000   x  12,000

10,000 – 12,000           300,000     (1 mark)

200,000   x  12,000

- 2,000
300,000

           =  - 4       (1 mark)
(ii)  Goods X and Y are complementary goods       (1 mark)
b (i) Standard of living id the measure of the level of social and economic welfare of an individual / society as represented by the basket of goods and services consumed and the freedom enjoyed.                      (1 mark)
                                  While

Cost of living is the amount of money required by an individual / society to sustain a given life style.      (1 mark)
b (ii) The following are the indicators of Standards of Living in an economy

· Personal income levels

· Health conditions

· Income per capita

· Quality of social facilities / amenities / Level of infrastructural development / Nature of government expenditure  

· Political climate in an economy

· Diet of an individual 

· Shelter used by an individual 

· Amount of leisure enjoyed 

· Level of education / skills / training

· Level of technology used in the production of goods and services

· Level of capital stock / Level of capital accumulation 

· Availability and quality of the labour force in an economy

· Degree of freedom enjoyed by people in an economy

· Level of employment in an economy

· Degree of environmental pollution

· Quantity and quality of goods and services produced and consumed 

· Nature of goods produced in an economy

· Nature of income distribution in an economy

· The general price level / Rate of inflation an economy


(Any 2 x 1 = 2 marks)

c (i) Balance of trade is the difference between the value of visible exports and the value of visible imports.        (1 mark)

(ii) Reasons for a high marginal propensity to import in an economy include;

· To access better quality goods and services produced externally

· To supplement the low quantity of output produced domestically

· To acquire commodities that are not produced domestically

· To show off / Demonstration effect / Veblem effect  

· To satisfy the conditionalities of foreign aid 

· To strengthen / maintain good relations between / among countries 

(Any 3 x 1 = 3 marks) 

(d) Why economic growth may not necessarily mean economic development;

· When there is uneven distribution of income / wide income inequality in an economy

· When there is increased production of capital goods rather than consumer goods

· When the quality of goods and services produced is still poor

· In case there is high expenditure on military hardware rather than social amenities

· In case there is rampant political instability in an economy  

· When high conservatism / poor attitudes still exist in the country

· When there is increasing level of unemployment in an economy due to use of capital intensive techniques of production

· When there are high social costs in an economy

· In case there is use of rudimentary / backward / poor technology 

· When there are unfavorable economic policies / High taxes imposed by government 

· In case majority of the citizens are living below the poverty line / high poverty levels 

· In case many people in the country are illiterate 

· In case there is a high rate of dependence of the country on foreign resource 

· When there is worsening Balance of Payments in the country

· In case there is inadequate sectoral diversification in an economy

· In case people are overworking themselves / when there is limited leisure enjoyed by people which adversely affects labour efficiency and productivity 

· When there is a large subsistence sector in the country

· In case there is a poor land tenure system in the country

· When there are rampant economic instabilities in an economy, e.g. high inflation rates, price fluctuations, exchange rate fluctuations, etc.  


(Any 4 x 1 = 4 marks)

Approach: When, Incase, Where, If

e (i) Labour force is the proportion of the country’s population that is made up of the working age group excluding full time students and housewives           (1 mark)

(ii) Factors that influence the labour force of a country include; 

· Size of the population in the country

· Number of full-time students / length of training period

· Health conditions / status of the population

· Government policy in terms of employment age / age structure of the country

· Social customs / Number of full-time housewives 

· Death rates in the country

                                                          (Any 3 x 1 = 3 marks)

NB. Answers must be neutral 

                                                 SECTION B

(2) 

	O/P
	TC
	TVC
	ATC
	AVC
	MC
	TR
	MR
	AR

	0
	750
	0
	750
	0
	750
	0
	0
	0

	1
	1350
	600
	1350
	600
	600
	425
	425
	425

	2
	1750
	1000
	875
	500
	400
	850
	425
	425

	3
	1875
	1125
	625
	375
	125
	1275
	425
	425

	4
	2000
	1250
	500
	312.5
	125
	1700
	425
	425

	5
	2250
	1500
	450
	300
	250
	2125
	425
	425

	6
	2550
	1800
	425
	300
	300
	2550
	425
	425

	7
	2975
	2225
	425
	317.8
	425
	2975
	425
	425

	8
	3500
	2750
	437.5
	343.75
	525
	3400
	425
	425

	9
	4125
	3375
	458.3
	375
	625
	3852
	425
	425

	10
	5750
	5000
	575
	500
	1625
	4250
	425
	425


2 marks for a correct table

(a) (i) Equilibrium level of output is where MC = MR.           (1 mark)
          Thus equilibrium level is 425 at point 7                         (1 mark)
(ii) Optimum level of output is at lowest ATC                         (1 mark)
     Thus optimum is 425 at output level 7                                (1 mark)
     It should also be where ATC = MC

(iii) Break-Even point of a firm is where ATC = MC = MR = AR  (1 mark)
       Thus B.E.P is 425 at output level 7                                            (1 mark)

(iv) It is a Perfect market                (1 mark). This is because;

· MR = AR

· AR and MR are constant at all levels of output   (Any one reason = 1 mark) 

2 (b) Reasons why firms in the same industry produce different levels of output

· Differences in stock of capital / Differences in financial positions of the firm

· Differences in market size

· Differences in entrepreneurial abilities / organisation / skills

· Differences in level of technology used in production

· Differences in quality of labour used / Number of labourers

· Differences in objectives / goals of the individual firms

· Differences in prices of the factor prices of production 

· Differences in political atmosphere

· Natural factors 

· Differences in the level of infrastructural development 

· Differences in geographical location of the firm 

· Differences in government policy as regards taxation and subsidisation applied to the different firms within the same industry

· Differences in quantity of inputs / raw materials used

· Differences in amount of profits earned by the firms

· Differences in total volume sales made


(Any 5 x 2 = 10 marks)

NB. 1 mark for correct statement of the point.

       1 mark for relevant two-sided explanation (i.e. how and why)

3 (a) The process of computing price index is as follows;

· Selecting a representative basket of goods (essential and popularly used)
· Choosing a base year (a year when prices were relatively stable)
· Identifying prices for the goods in the basket (for both base year and current year)
· Calculating the Simple Price Index / Consumer Price Index for each commodity
· Calculating the Average Simple Index
· Attaching weight to the commodities (should reflect relative importance of the consumer)
· Calculating the Weighted Price Index for each commodity
· Calculating the Average Weighted Index (gives the cost of living index)

(Any 6 x 1 = 6 marks)

(b) Problems encountered in computing the Cost of living index include; 

· It is difficult to determine the representative basket of commodities

· Difficulty in choosing a base year where prices were relatively stable

· Changes in tastes and preferences and consumption habits are difficult to cater for

· Problem of price changes of fluctuations during the year

· Appearance and disappearance of certain commodities from the market

· Limited personnel with appropriate skills needed to compile the relevant information

· Inadequate data / information needed o compute the Cost of Living Index

· Absence of standardised weights and measures 

· Problem of attaching weights to commodities since each commodity has different importance to consumers

· Improvement in the quality of some products some times is not catered for yet it ought to increase the weight 

· Prices of different brands of commodities vary in the different areas over time.

· Problem of a large subsistence sector especially in LDCs


(Any 7 x 2 = 14 marks)

NB. 1 mark for correctly stating the point

        1 mark for relevant explanation

4 (a) Tools of the Monetary Policy include;

· Bank rate

· Open Market Operations (OMO)

· Legal Reserve Requirement / Variable Reserve Fund

· Selective Credit Control 

· Margin Reserve Requirement

· Liquidity Ratio

· Moral Suasion  

· Rationing of credit

· Currency Reform 

· Special deposits 

· Direct intervention 

 
(Any 5 x 2 = 10 marks)

NB. Mentioning a correct monetary tool    =   1
                      2 mark

Correctly defining the tool      =  1

    2 mark

Two-sided explanation  =  (1 mark). 

Be keen on spellings of the various monetary tools

(b) Factors that affect demand for money (Liquidity) include;

· Level of interest on interest earning assets such as bond / Degree of speculation

· Degree of uncertainty in an economy

· General price level in an economy / Cost of Living

· Level of transactions / Level of economic activities in an economy

· Level of development of banking sector 

· Knowledge of the banking facilities by the public

· Investment climate in the country

· Level of income of the people

· Nature of standards of living of the people

· Time of receiving income

· Access to credit facilities 

· Swiftness with which an individual can obtain cash

· Political atmosphere in the country


  (Any 5 x 2 = 10 marks)

NB. Answers must be neutral

1 mark for correctly stating the point

1 mark for two-sided explanation 

Zero for candidates who give motives of demand for money 

5 (a) Developing countries incur public debts in order;

· To ease the burden of taxation on citizens in the short run 

· To raise funds needed for recurrent public expenditure

· To finance the BOP deficit in the short run / To fill the foreign exchange gap 

· To control inflation by reducing the amount of money the hands of the Public 

· To help repay interest and even the principal sums borrowed / To finance accumulated debts

· To help the country borrowing achieve and maintain a given level of employment 

· To fill the savings-investments gap / development or capital expenditure 

· To sustain the market by leaving citizens with adequate disposable income

· To handle the effects of calamities / disasters 

· To ensure / maintain political stability in the country

· To improve the socio-economic welfare of the people 

· To fill the revenue-expenditure gap

                            (Any 10 x 1 = 10 marks)

(b) Methods used the clear public debts include;

· Negotiating for debt cancellation / relief / waiver

· Debt rescheduling / extension 

· Debt conversion, i.e. borrowing to repay a maturing debt

· Use of foreign exchange reserves / profits

· Sale of gold reserves 

· By utilising grants and donations

· Borrowing through sale of treasury bills and bonds through the Central Bank

· Rationalising government expenditure 

· Use of sinking fund

· Use of a surplus budget

· Through terminal arrangements 

· Use of capital levy

· Debt repudiation

· Privatisation / disinvestment 

· Borrowing from the Central Bank / Financial accommodation 

· By increasing taxes on people

                                                                 (Any ten 10 x 1 = 10 marks)

6 (a) Import substitution strategy is an industrial development strategy that promotes the establishment of industries internally to produce formerly imported industrial goods.

                                                                                                                      (2 marks)

                                                            While

Export promotion strategy is an industrial development strategy of promoting domestic manufacturing sector with the aim of increasing the export of manufactured goods  

                                                                                                                         (2 marks)

(b) The impact of capital-intensive techniques as a strategy of industrial development includes; 

Positive Impact

· It improves efficiency of factors of production especially labour

· It facilitates skills development among the working population

· It is associated with mass production therefore high output levels 

· Limited management and supervision costs are incurred 

· High quality goods / products are produced 

· It facilitates maximum exploitation of resources 

· It minimises the size of the wage bill since less labour is used

· It facilitates infrastructural development 

· It encourages standardisation of output where machines are used hence high quality products

· It is time saving since machines are quick

· It reduces labour unrest, i.e. less labour strikes

· It facilitates technological development 

· It creates more employment opportunities in the longrun 


(Any 8 x 1 = 8 marks)

Negative Impact

· It requires high initial costs to start and to maintain the existing capacity

· It leads to technological unemployment in the short run due to less labour absorptive potential of the technique

· It is associated with mass production which is not suitable for small internal markets leading to wastage of resources

· It leads to quick depletion of resources due to over exploitation 

· It limits consumer’s choice due to standardisation of output 

· It is associated with high social costs which adversely affect people’s welfare

· Machines are less flexible and less adjustable compared to labour intensive techniques

· It is associated with income inequality between the skilled and unskilled labourers

· It is inapplicable in poor physical land formation / Topography does not favour use of machines

· It is inapplicable in areas where human judgment is paramount

· It leads to production of expensive commodities thus neglecting low-income earners’ demand.

                                                                                   (Any 8 x 1 = 8 marks)

7 (a) The qualities of a good development plan include;

· Comprehensiveness

· Economically feasible

· Optimality in use of the available resources 

· Proportionality

· Compatibility 

· Socially relevant 

· Internationally relevant and acceptable

· Politically acceptable

· Sequencing 

· Simplicity / clear

· Continuity 

· It should encourage public participation 

                                       (Any 6 x 1 = 6 marks)

(b) The prerequisites of successful development planning include;

· Existence of a well organised, coordinated and efficient planning machinery

· Availability of enough skilled manpower specialised in the various sectors of the economy.

· Existence of adequate and relevant statistical data 

· Specific and clear objectives 

· Availability of enough resources / funds

· Balancing of the plan

· Incorrupt / Efficient and transparent administration 

· Public cooperation 

· Political stability in the country

· Fixing of targets and priorities 


(Any 7 x 2 = 14 marks)

NB. 1 mark for correcting the point

        1 mark for relevant and meaningful explanation 


SECTION A

1 (a) (i) Labour mobility is the ease with which labour moves from one occupation to another or from one geographical area to another.                                (1 mark)

(ii) Ways of increasing labour mobility in Uganda include;

· Advertising employment opportunities

· Infrastructural development 

· Improving the political atmosphere in the country

· Increasing wages in areas (employment) with low wages 

· Improving the health conditions of the workers 

· Improving the working conditions in other areas / jobs

· Fighting against social prejudice 

· Subsidising transport costs for workers

· Further training of labour to acquire more skills

(Any 3 x 1 = 3 marks)

b (i) Artificial rate of population increase is when immigrations exceed emigrations such that there is an increase in the number of people living in a country at a particular time.

                                                                                                                     (1 mark)

                                                           While

Natural rate of population increase is where the number of live births per thousand exceeds the number of deaths per thousand.                                               (1 mark)
(ii) Determinants of fertility rates in Uganda include;

· Health standards 

· Demand for children 

· Cost of living

· Socio-economic status 

· Level of education 


                                                       (Any 2 x 1 = 2 marks)

(c) Ways of modernising the agricultural sector in Uganda include;

· Through rehabilitation and extension of infrastructure to rural areas

· Through land reforms that encourage agricultural modernisation / improving the land tenure system

· Through research / use of scientific methods like manure, cross breeds, etc.

· Through provision of inputs to farmers at low prices / subsidisation 

· Through diversification of agricultural

· Through mechanisation of agriculture

· Through industrialisation within the agriculutural sector

· Though development of farmers’ co-operatives

· Through ensuring political stability in the country

· Through training labour in the agricultural sector / extension services / demonstration farms

· Through stabilizing the prices of agricultural products 

· Through expanding the market for agricultural products


(Any 4 x 1 = 4 marks)

d (i) Fiat money is money printed by the Central Bank on government orders and is not backed by government securities, gold reserves or foreign reserves.            (1 mark)
(ii) Motives of holding money include;

· Transactionary motive

· Precautionary motive

· Speculative motive                   


e (i) Fiscal policy is the deliberate policy under which government use its expenditure and revenue programmes to regulate the level of economic activity in an economy. 

                                                                                                                     (1 mark)

(ii) Tools of the Fiscal policy used in Uganda include;
· Taxes

· Public borrowing

· Subsidisation

· Government expenditure, e.g. wages 

· Licensing 

· Fees

· Fines

· Debt repayment 


                                                       (Any 3 x 1 = 3 marks)

                                                              SECTION B
2 (a) Over Population refers to a population size which provides a labour force which when combined with other factors of production yields decreasing average product.

                                                                                                                   (1 mark)

                                                                 While

Under Population refers to a population size which provides a labour force which when combined with other factors of production yields increasing average product.  (1 mark)


         Average
 

Product                 
                        Well drawn and labelled diagram = (2 marks)
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(b) Measures that have been taken to control population growth rates in Uganda include;

· Government has promoted family planning campaigns and methods

· The government has educated / sensitized the masses / public about the dangers of large families / high population growth rate.

· The government has instituted a minimum legal age of consent to marriage being eighteen year / defilement being below eighteen years of age

· Government has manipulated the social and economic incentives and disincentives 

· The government has encouraged people to migrate from populated areas to less populated areas

· Government has increased the role of women in economic and political activities through affirmative actions / emancipation of women 

· The government has encouraged girl child education 

· Government has fostered/ encouraged urbanization 

· Government has embarked on eliminating economic imbalances 

· Government has embarked on improving the health / medical care facilities 

                                                                                  (Any 8 x 2 = 16 marks)

NB. Be keen on the tense. 1 mark for correctly stating the point. 1 mark for proper explanation. Zero for “Will,” “May,” “Can”

3 (a) Factors that may limit consumer sovereignty in Uganda include;

· Government interference through regulating prices

· Immobility of some factors of production

· Existence of monopolies that limit competition

· Inability to forecast future economic trends by producers

· Irrationality of some producers and consumers

· Limited capital / funds by producers

· Limited skilled labour 

· Limited entrepreneurial ability 

· Poor infrastructures 

· Political unrest in some parts of the country

                                             (Any 6 x 1 = 6 marks)

Zero for disadvantages of consumer sovereignty (price mechanism)

(b) Government in Uganda interferes with the price mechanism;

· Through encouraging formation of consumers’ organisations

· Through government participating in the market to provide public utilities 

· By restricting over exploitation of natural resources 

· By using a progressive taxation policy 

· By carrying out proper and effective planning for the economy to cope with structural changes 

· By encouraging use of labour intensive techniques of production in order to deal with technological unemployment brought about by price mechanism 

· By imposing high Lumpsum and Specific taxes

· By setting buffer stocks and stabilization funds
4 (a) The salient features of Uganda’s economy include;

· Predominantly agricultural sector

· Small but steadily growing industrial sector

· Highly dependent economy

· Largely a dualistic economy

· A growing informal sector

· Labour force is predominantly unskilled

· It is a mixed economy (Private and Public sectors)

· High population growth rate negative to economic growth 

· Mainly an under developed infrastructure 

· It is an open economy with transactions with other countries 

· Characterised with high levels of unemployment and underemployment 


(Any 10 x 1 = 10 marks)

NB. Be keen on the qualifiers 
(b) Constraints faced by the manufacturing sector in Uganda include;

· Lack of economic integration

· Dependence on imported inputs / raw materials

· Limited technology / dependence on foreign technology

· Inadequate entrepreneurial skills

· Lack of enough capital (acute shortage of working capital)

· Lack of adequate research and development

· Poor infrastructures / Inadequate transport facilities 

· Inadequate support services (training institutions)

· Unreliable supply of factor inputs 

· Use of obsolete machinery 

· Political instabilities in some parts of Uganda

· Poor land tenure system

· High interest charged on borrowed funds / capital

· Small size of the market both domestic and foreign markets


(Any 10 x 1 = 10 marks)

5 (a) The Marginal productivity theory of labour states that, “under perfect conditions, the reward to each unit of labour should be equal to the value of its marginal product, (1mark). Thus, wage = value of marginal product of labour (VmPL) or wage = marginal Revenue Product of Labour (MRPL) (1 mark)


           Wages                               Well drawn and labelled diagram = (2 marks)
                      We                     E                          Marginal Factor Cost (MFC)

                                                     Marginal Revenue Product (MRPL = VmPL)


0
Le
Labour                         

From the above illustration, a rational employer stops recruiting labour at point E where the Marginal Factor Cost (MFC) of labour is equal to the Marginal Product of Labour. 

Assumptions of Marginal Productivity theory of wages include;

· It assumes a perfectly competitive market (without government intervention, perfect mobility of labour, homogeneous labour units)

· Labourers and employers can calculate the marginal product

· All factors of production can be substituted 

· The output can be quantified in measurable units

· The law of diminishing returns applies 

· Equal bargaining power of workers and employers

· Free competition among employers for workers

· It assumes a longrun period 


  (Any 2 x 1 = 2 marks)
(b) To a large extent, the theory is not used in determining wages in Uganda because of the following limitations; 

· It ignores government intervention in labour markets by way of determining wages 

· It assumes labour units being homogeneous yet they vary in productivity 

· The law of diminishing does not operate all the time especially with improvement in technology.

· It is difficult to calculate and determine the value of marginal product of labour 

· It ignored historical factors that influence salary scales

· It ignores the role played by education and training in determining wages

· When labour is paid its marginal product the employer is exploited since he makes no profits 

· It ignores influence / pressure of Trade Unions in determining wages 

· It ignores bargaining power of individuals in determining wages

· It ignores the subsistence theory in determining wages 

· The theory assumes that labour is mobile but in some instances labour is occupationally and geographically immobile 

· The theory ignores the supply of labour in determining wages 

(Any 10 x 1 = 10 marks)

However, to a smaller extent the theory is used in determining wages in Uganda due to the following relevance;

· In some cases the law of diminishing applies especially in old age

· Some casual labourers can actually calculate their marginal product

· Most producers / employers in Uganda aim at profit maximisation as the theory assumes.                                                         

                                                                                       (Any 2 x 2 = 4 marks)

6 (a) (i) The principle of international trade illustrated by the frontiers is the principle of Comparative Advantage                                                        (1 mark)

(ii) Opportunity cost ratios

Country X 

250 A    =      500 B                                            500 B    =   250 A

      250                250                                                500             500

       1 A  =  2 B                                                                1 B  =  0.5 A

      Country Y

       400 A   =   300 B                                              300 B   =   400 A

       400            400                                                  300            300


1 A  =  0.75 B                                                   1 B  =  1.333 A

	
	Good A
	Good B

	Country X 
	2 B
	0.5 A

	Country Y
	0.75 B
	1.333 A



 


(1 mark)

Country X should specialise in producing good B where it incurs the lowest opportunity cost.                 (1 mark)

Country Y should specialise in producing good A where it incurs the lowest opportunity cost                (1 mark)

(b) The role of international trade in development of Uganda includes;

Positive role

· It enables the country to get what is does not produce domestically 

· It provides a variety of goods hence widening the consumer’s choice 

· It encourages efficiency of domestic firms due to competition

· It enables the country to dispose off surplus output

· It promotes specialisation and its related benefits

· It enables the country to acquire new ideas and values 

· It promotes international friendship and cooperation 

· It leads to increased utilization of resources hence reducing wastage 

· It promotes technological transfer 

· It enables Uganda to acquire skilled labour from other countries 

· It promotes capital inflow / foreign exchange

· It widens the country’s tax base hence increased revenue from taxation 

· It leads to increased output hence increased economic growth

· It provides more employment opportunities 

· It encourages improvement in quality of output due to competition

· It promotes development of infrastructures 

· It promotes entrepreneurship 

· It enables countries to get supplies in times of emergencies

· It supplements domestic production / output 

 
                               (Any 8 x 1 = 8 marks)

Negative role

· It leads to quick exhaustion / depletion of some non-renewable resources due to over exploitation

· It leads to erosion of cultural values and morals

· It leads to collapse of some domestic firms due to out competition

· It leads to imported inflation and its related problems

· It leads to poor Terms of Trade

· It leads to Balance of Payments problems / capital outflow 

· It leads to dumping and its associated evils

· It promotes dependence / reduces self sufficiency

· It leads to importation of undesirable products 

· It retards the development of local skills

(Any 6 x 1 = 6 marks)

7 (a) Principles of taxation include;

· Equity, i.e. the burden should fall equitably in the taxpayers 

· Certainty, i.e. awareness of how, when and how much to pay

· Convenience, i.e. taxes should be levied at a time when taxpayers have income

· Economy / Efficiency, i.e. the cost of tax collection should be less than the tax yield

· Productivity, i.e. a tax must encourage effort and initiative 

· Elasticity / Flexibility, i.e. it change with changes in economic environment 

· Simplicity, i.e. a tax should be easy to calculate and understand

· Neutrality / Impartiality, i.e. it should not discriminate among taxpayers

· Diversity / Comprehensiveness, i.e. it should have a wider source / base / coverage

· Consistence, i.e. it should be in line with National economic objectives, e.g. resource allocation in some sectors 

                                    (Any 5 x 2 = 10 marks)

NB. Stating a correct principle 1 mark.    1 mark for proper explanation 

(b) Problems faced by tax authorities in Uganda include;

· High level of tax evasion

· Shortage of skilled manpower in the tax administration and assessment

· Low taxable capacity

· Poor infrastructure

· High rate of corruption in the tax authorities 

· Political instability in some parts of the country

· Conflicting government objectives / policies 

· Undue political interference 

· Resistance from the public against tax payment due to ignorance about the benefits of taxation to a country

· Difficulty in identifying taxable sources

· Frequent changes in employment, contracts and residence / Large informal sector

· High level of tax avoidance / weak tax enforcement 

                                                      SECTION A  (20 marks)
1 (a) (i) Define the term “composite demand.”                                                     (01 mark)
        (ii) Give any three examples of composite demand in your country.          (03 marks)

   b (i) Differentiate between Marginal Product of Labour and Average Product of  

           labour                                                                                                        (02 marks)

      (ii) Mention any two factors which may increase the Average Product of Labour in 

            your country.                                                                                            (02 marks)

c (i)  Distinguish between Cash ratio and Reserve ratio.                                     (02 marks)
  (ii) Give any two reasons why the reserve ratio may be increased in your country.

                                                                                                                              (02 marks)

d (i) Distinguish between bonds and treasury bills.                                             (02 marks)
  (ii) Give two factors that limit the marketability of Treasury bills in your country. 

                                                                                                                              (02 marks)

e (i) Distinguish between Nationalisation and Denationalisation.                       (02 marks)
  (ii) State any two ways by which Public Enterprises are privatised in your country.

                                                                                                                              (02 marks)

                                            SECTION B  (80 marks)

2 (a) Account for the uneven distribution of income in your country.                (10 marks)
   (b) What measures have been adopted to minimise the uneven distribution of income in 

         your country?                                                                                              (10 marks)
3 (a) Distinguish between Autonomous investment and Induced investment.    (04 marks)

   (b) Suggest measures that should be taken to increase the level of investments in 

        your country.                                                                                                (16 marks)
4 (a) Describe the structure of the industrial sector in your country.                  (08 marks)
   (b) Explain the factors which have influenced the development of the industrial sector 

         in your country.                                                                                           (12 marks)

5 (a) How do Commercial banks create credit in your country?  (Illustrate your answer). 

                                                                                                                              (08 marks)

   (b) Explain the factors which limit credit creation by Commercial banks in your 

        country.                                                                                                        (12 marks)
6 (a) Explain the causes of unemployment according to J.M. Keynes.               (06 marks)
   (b) What are the effects of unemployment in your country?                            (14 marks)
7 (a) Distinguished between Open shop and Closed shop Unions.                     (04 marks)
   (b) To what extent have Trade Unions in your country achieved their objectives?

                                                                                                                              (16 marks)    

                                                             END                      

                                                      SECTION A
1 (a) (i) Composite demand is the (total) demand for a good with many uses / which can be used for more than one purpose.    (01 mark)

  (ii) Examples of composite demand in Uganda include;

· The demand for electricity – (for lighting, ironing, cooking, cooling, heating, etc)

· The demand for wool – (for cloth making, cushioning, cleaning, etc)

· Demand for sugar – (for baking, sweetening drinks, brewing, etc)

· The demand for timber – (for construction, furniture making, ornaments, etc)

· Demand for iron and steel – (for construction, manufacturing, furniture making,)

· Demand for skins and hides – (for making shoes, bags, belts, etc)

· Demand for clay – (for making pots, bricks, charcoal stoves, etc.)

· Demand for cloth – (for adornment, protection, warmth, etc.)

· Demand for axes – (for hewing / splitting, cutting, tool of defence, etc)


(3 x 1 = 3 marks)

b (i) Marginal Product of Labour is the additional / extra output yielded when an additional unit of labour is employed.      (01 mark)
                                        While

Average Product of Labour is the output per unit of labour employed.    (01 mark)
  (ii) Factors that may increase the Average Product of Labour include;

· Increased training / education of labour

· Improved working conditions / welfare of labour 

· Improved nature of co-operant factors 

· Increased wages / salaries / remunerations

· Improved level of technology 

· Increased specialisation and division of labour 

· Improved attitude of labour towards work


(2 x 1 = 2 marks)

c (i) Cash ratio refers to the percentage / fraction of the Commercial bank’s total deposits that must be kept / remains in the in cash form to meet the cash demands of depositors.  (01 mark)

                                                Whereas

Reserve ratio is the percentage / fraction of Commercial bank’s total deposits which by law must either be kept by the Commercial bank or the Central Bank.  (01 mark)
(ii) Reserve ratio may be increased in order;

· To control inflation / reduce the amount of money in circulation

· To restrict credit creation of depositors in times of crisis and financial instability

· To reduce the liquidity level of the bank

· To safe guard Commercial banks against uncertainties, e.g. during periods of recession.


                         (2 x 1 = 2 marks)
d (i) Bonds are a long-term government securities whose maturity period is over a year which are issued by the Central Bank.     (01 mark)

                                               While

Treasury bills are short-term government securities whose maturity period is less than a year which are issued to the public by the Central Bank, e.g. 91 days, 182 days, 364 days, etc.        (01 mark)

  (ii) Factors that limit marketability of treasury bills in Uganda include;

· Limited public awareness about the existence and benefits of government securities 

· High liquidity preference by the public

· Limited capital to buy securities 

· Low interest earned on buying securities hence discouraging potential buyers 

· Poor / underdeveloped money markets


(2 x 1 = 2 marks)

e (i) Nationalisation refers to the deliberate government policy of taking over control and ownership of privately owned enterprise with or without compensation. (01 mark)

Whereas

Denationalisation is the deliberate liberalisation policy by the government that encourages the return of once nationalised firms / assets / enterprises to the original owners.     (01 mark)
(ii) Ways by which Public enterprises in Uganda are privatised include;

· Divestiture / complete sale

· Partial sale

· Joint venture / recapitalisation

· Mortgaging / leasing / concessions

· Contracting / privatisation by management 

· Denationalisation 

· Privatisation of auxiliary services



(2 x 1 = 2 marks)

                                                   SECTION B.

2 (a) The following are the causes of the uneven distribution of income in Uganda;

1. Variations in natural resource distribution

2. Differences in the level of education and skills

3. Differences in the quantity of output produced, i.e. the case with piece rate wage

4. Differences in the number of hours worked, i.e. the case with time rate wage

5. Differences in family / social background

6. Differences in talents and natural abilities

7. Differences in experience or seniority or responsibility 

8. Differences in elasticity of labour supply

9. Differences in Trade unions’ ability to bargain for wages

10. Variation in employers’ ability to pay

11. Discrimination in the (labour) market on the basis of gender, race, tribe, etc

12. Variation in accessibility to developed infrastructure 

13. Difference in the nature of occupations and risks

14. Differences in the ability of individuals to bargain for wages

15. Differences in the cost of living of the different workers

16. Differences in access to credit or contracts 

17. Differences in the degree of political climate / state of security

18. Non-matching wage policy by employers 

19. Political influence in the allocation of resources in favour of certain regions / sectors. 

                                               (10 x 1 = 10 marks)

(b) Measures that have been taken to minimise uneven distribution of income in Uganda include the following;

1. Government has encouraged various education reforms

2. Government has introduced new land tenure reforms

3. Government has adopted a progressive taxation policy

4. Government has embarked on improving infrastructure

5. Government has undertaken the liberalisation policy of the economy

6. Government has introduced the Decentralisation government

7. Government has tried to control the population growth rates

8. Government has embarked on modernising agriculture

9. Government has encouraged diversification of the economy

10. Government has tried to increase wages / salaries of the low income groups

11. Government has tried to improve the investments climate

12. Government has tried to empower the disadvantaged groups of people

13. Government has tried to increased its expenditure to develop disadvantaged regions or groups / subsidisation of the poor

14. Government has tried to improved the political climate

15. Government has tried to develop the small-scale enterprises

                                                (10 x 1 = 10 marks)

3 (a) Autonomous investment refers to the type of investment which is not influenced by level of income government policy.         (02 marks)
                                           While

Induced investment refers to investment that is influenced by certain factors such as level of income, interest rates, etc.    (02 marks)

3 (b) Measures that should be taken to increase the level of investments in Uganda;

1. Government should encourage increased domestic savings

2. Government should increase incomes of the people

3. The government should control population growth rate

4. Government should widen the market (both local and foreign)

5. The government should improve on the state of infrastructure

6. The government should provide investment incentives, e.g. tax holidays, etc.

7. The government should encourage entrepreneurial training / manpower training

8. The government should ensure macro-economic stability, i.e. stability in prices, exchange rates, interest rates, etc.

9. The government should under take relevant land reforms

10. The government should provide credit facilities to low-income groups

11. The government should ensure political stability

12. The government should promote further privatisation 

13. The government should promote further liberalisation of the economy

14. The government should provide / disseminate the relevant information about investments in Uganda

15. The government should intensify the fight against corruption and embezzlement 

16. The government should promote improvement in technology.

17. Government should encourage innovations / inventions / research.


(8 x 2 = 16 marks)

NB. The Candidate must use suggestive language / tense, i.e. should.

4 (a) The structure of Uganda’s industrial sector is such that;

1. It is mainly / dominated by small scale industries

2. It mainly comprises of processing industries

3. It is mainly privately owned

4. It mainly uses labour intensive techniques of production / it mainly uses poor / simple technology.

5. It is basically urban-based 

6. It mainly produces low quality (manufactured / processed) goods

7. Many of the industries are agro-based 

8. Durable consumer goods industries are mostly assembling plants

9. It mainly produces consumer goods

10. It is basically import substitution industries / production is mainly for the domestic market

11. The sector has a high component of imported raw materials and intermediate product content

12. It mainly produces at excess capacity / mainly produces low quantity output / mainly contributes less to GDP / mainly contributes less to employment 

13. Many firms use unskilled and/or semi-skilled labour

14. The sector has limited linkages with other sectors of the economy. 

15. It has a few export promotion industries 


(6 x 1 = 6 marks)

(b) Factors which have influenced the development of the industrial sector in Uganda include;

1. Availability of raw materials 

2. Government policy on industrial development

3. Availability of market / size of the market

4. Level of infrastructural development

5. Size and quality of the labour force

6. Level of capital / level of income

7. Availability of land / land tenure system

8. Level of technology

9. Entrepreneurial ability

10. Political atmosphere 

11. Level of economic stability / level of price stability / rate of inflation

12. Level of accountability 

13. Interest rates on capital / borrowing

14. Government policy of taxation and subsidisation

15. Level of natural resource utilisation 

16. Level of innovations and inventions in the industrial sector


(7 x 2 = 14 marks)

5 (a) Commercial banks create credit in Uganda;

· By receiving deposits and lending part of it by a Commercial bank, for example, Bank A receives Shs. 100.000 as deposit.  (01 mark)
This is illustrated below

	Banks
	Initial Deposit
	Cash Ratio (20%)
	New Loan

	A
	100.000
	20.000
	80.000

	B
	80.000
	16.000
	64.000

	C
	
	
	

	
	
	
	



Illustration = (01 mark)
· Keeping of a percentage of the deposit as Cash ratio, for example bank A keeps 20% or Shs. 20.000 as reserves.  (01 mark)
· Giving out a percentage of the deposit in the bank to borrowers (for example, Loans  =  Deposit – Cash ratio; i.e. Loans  =  Shs. 100.000 – Shs. 20.000  =  Shs. 80.000).    (01 mark)
· Receiving of loans by Bank A as new deposit in another bank – say bank B, for example, Shs. 80.000 becomes new deposit in bank B.
· A percentage of the deposit in bank B is kept as Cash ratio / reserve; for example 20% of Shs. 80.000 or Shs. 16.000 is kept as Cash ratio. 

· The process goes on until the initial deposit defuses in the system. (01 mark)
· At the end of the process final deposit is equal to initial deposit  x   1     

                                                                                                                       CR

· That is, Final Deposit  =  Shs. 100.000   x   1


20           =  Shs. 500.000.   (01 mark)
                                                                               100          

                                                                                                  Total marks  =  (08 marks)

(b) Factors that limit credit creation in Uganda include;

· Limited savings / low bank deposits 

· High cash ratio

· High interest rates on borrowed funds

· Low level of investments

· High level of liquidity preference

· Limited number of creditworthy customers 

· Limited knowledge about the services offered by commercial banks

· Limited accountability / high level of corruption in some bank officials, i.e. lending to only those who bribe them thus limiting the volume of deposits for lending

· Restrictive monetary policy by the Central Bank / government 

· Unfavourable political atmosphere in some areas of the country

· High degree of economic uncertainty 

· A big subsistence sector / limited monetisation of the economy 

· Uneven distribution of commercial banks 

· High level of inflation 


(6 x 2 = 12 marks)

6 (a) According to J.M. Keynes, unemployment arises due to deficiency in effective / aggregate demand for final goods and services especially in times of economic depression.         (02 marks)
That is to say: due to low demand for final goods and services, firms reduce their output, income levels fall, investment is discouraged and thus less capital and labour are employed hence unemployment.    (02 marks)
The major remedy to unemployment according to Keynes is increasing aggregate demand for goods and services, for example, using an expansionary monetary policy, reducing direct income taxes, etc.    (02 marks)
(b) The effects on unemployment in Uganda include;

1. It leads to decline in the level of (acquired) skills

2. It increases the dependency burden

3. It results into low production / low GDP hence low economic growth

4. It leads to low government revenue

5. It worsens income and wealth inequalities 

6. It leads to low aggregate demand for goods and services 

7. It leads to brain drain

8. It leads to increased levels of immorality / crime rates

9. It leads to increased government / high government expenditure

10. It leads to social unrest / instabilities in families

11. It results into under exploitation of productive resources hence wastage

12. It leads to misery and low levels of living (low S.O.L) due to low or no incomes

13. It creates political discontent and hence political unrest / tension

14. It discourages investment in education 

15. It increases rural urban migration and its related adverse effects. 


(7 x 2 = 14 marks)

7 (a) Open shop is where employment in a given industry / line of occupation does not require prior registration by an individual with the Trade Union.    (02 marks)
                                                         While

Closed shop is where an individual has to first register with the Trade Union before being considered for employment in a given line of occupation / industry.  (02 marks) 

(b) To a greater extent, Trade Unions in Uganda have not yet achieved their objectives;

1. Trade unions have failed to improve wages / salaries and fringe benefits to desirable levels

2. They have failed to improve the working conditions to desirable levels

3. They have failed to protect all their members against unfair treatment, e.g. unreasonable dismissal of workers 

4. They have failed to improve the skills of all their members through training due to high costs, corruption, etc.

5. They have failed to effectively advise government on matters of development process, e.g. concerning employment policy, manpower planning, etc.

6. Trade unions have failed to maintain consistent membership, e.g. target workers / migrant workers

7. Trade unions have failed to forge unity among workers


(5 x 2 = 10 marks)

However, to a lesser extent, Trade Unions in Uganda have managed to achieve the following;

1. Trade unions have tried to agitate for improvement in wages of some workers, e.g. Medical Workers Union, Uganda National Teachers’ Union, etc

2. Trade unions have tried to improve the working conditions of some members

3. Trade unions have tried to advise government on wage policy, manpower planning, e.g. the case with MUASA

4. Trade unions have tried to improve the skills of some workers through training

5. Trade unions have tried to create unity among workers

6. Trade unions have to seek, promote and maintain human rights of their members. 


(3 x 2 = 6 marks)

