 (
P2
20
⁄
1
ECONOMICS
PAPER 
1
Mon 13
th
 
July 201
6
3 hours
)




UGANDA TEACHERS’ INTERVENTION SCHEME
Joint Mock Examinations
UGANDA ADVANCED CERTIFICATE OF EDUCATION
ECONOMICS
Paper 1
3 hours

INSTRUCTIONS TO CANDIDATES:
Answer five questions only.
Section A is compulsory. Answer to this section should be concise and precise.
Answer four questions from section B.
All questions in section B carry equal marks 
Any additional question(s) attempted will not be marked.
Credit will be given for use if relevant diagrams
Draw a mark-grid on the first page of your answer sheets. Indicate the number of each question answered on that grid.






ECTION A (20 MARKS)
Answer all parts of this question
1.	(a)	(i)	Distinguish between “price legislation” and “price 						discrimination”.                                                           (02 marks)
		(ii)	State two merits of price discrimination in a market economy. 											             (02 marks)
	(b)	(i)	What is meant by “Net national product at factor cost”? 													    (01 mark)
		(ii)	Given that a country’s NNP at market price is shs. 10,000 				billion, outlays amount to shs 700 billion, negative taxes is shs 				5,000 billion Net income from abroad shs 5,000 billion and 				depreciation is shs 200 billion. Calculate the country’s GDP at 				factor cost. 							   (03 marks)
	(c)	(i)	State the “law of variable factor proportion”                (01 mark)
		(ii)	Mention any three assumptions of the above law.      (03 marks)
	(d)	(i)	Distinguish between “dependency ratio” and “dependence 				burden”						             (02 marks)
		(ii)	Given that the working population in a country is 13 million, 				the young population is 16 million and the elderly population is 				6 million, calculate the country’s dependency ratio.   (02 marks)
	(e)	(i)	Define the term “Progressive tax”                                (01 mark)
		(ii)	Outline any three effects of progressive taxes in an economy. 												   (03 marks)
SECTION B (80 MARKS)
Answer any four questions from this section.
2.	(a)	What are the demerits of relying on the price mechanism?  (10 marks)
	(b)	Explain the remedies that can be taken to control the defects of the 			price mechanism. 							   (10 marks)
3.	(a)	Describe the features of a monopolistic competitive market.													   (08 marks)
	(b)	How does a monopolistic competitive firm determine output, price 			and profits in both the short run and long run?                      (12 marks)
4.	Study the table below showing the population and GNP of a country in 1990 	and 2000 and answer the questions that follow:
	Year 
	GNP (million $)
	Population (million people)

	1990
2000
	1,200
750
	20
15


  	(a)	Calculate the per capita income of the country in 1990 and 2000. 												   (04 marks)
	(b)	Explain why high income per capita may not necessarily imply a high 			standard of living.                                                                  (16 marks)
5.	(a)	Differentiate between theories of comparative advantage and Absolute 		advantage. 							             (04 marks)
	(b)	Assume the world of countries Uganda and Nigeria, two products;			coffee and crude oil and one factor of production labour and each 			nation has the same amount of labour. Use the information in the table 		below to explain the law of comparative advantage.             (06 marks)
	Countries 
	Coffee 
	Crude oil

	Uganda 
Nigeria 
	2
3
	4
9


	(c)	Examine the limitations of the law of comparative advantage theory 												   (10 marks)
6.	(a)	What is meant by the term “Collective bargaining”?            (04 marks)
	(b)	When are employees justified to demand for wage increase? 												             (16 marks)
7.	(a)	Explain the principles of taxation.                                         (08 marks)
	(b)	Why do most governments of developing countries rely more on 			outlays than on direct taxes to raise their public revenue?    (12 marks)
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