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INSTRUCTIONS TO CANDIDATES

Attempt five questions in all.
Section A is compulsory. Answers to this section should be concise.
Attempt four questions from section B.
Credit will be give to use of use of relevant illustration and diagrams.
All questions carry equal marks.

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

b.)(i)	Distinguish between ‘marginal efficiency of capital’ and ‘marginal productivity of capital’. 										(02 marks)
(ii)	Mention any two factors that lead to low marginal efficiency of capital in your country. 											(02 marks)

c.)(i)	Define marginal propensity to save (MPS). 					(01 mark)
(ii)	Given that MPS is 0.2, and government expenditure increased by Shs. 720 billion. Calculate the final change in income.  							(03 marks)

d.)(i)	What is meant by wage legislation? 						(01 mark)
(ii)	State any three causes of wage differences in your country. 		(03 marks)

e.)(i)	Define the term ‘trade liberalization’? 					(01 mark)
(ii)	State any three causes of wage differences in your country.  		(03 marks)
 		
SECTION B (80 marks)

2.a) 	What are the causes of fluctuations in prices of agricultural products? 	(08 marks)
b.) 	Why is there need to control fluctuations in prices of agricultural products?	(12 marks)

3.a) 	Distinguish between external economies of scale and internal economies of scale.                                                                                                         
(04 marks)
b.) 	Examine the impact of small scale industries in your country.        		(16 marks)

4.a) 	Describe the structure of the economy of your country.         		(10 marks)
b.) 	What are the demerits arising out of that structure?             			(10 marks)

5.a) 	Briefly describe the structure of the population in your country.		(08 marks)
b.) 	Why is it necessary to control the population growth rate in your country? 														(12 marks)

6.a) 	Examine the effects of the unemployment in your country.   		(10 marks)
b) 	Explain the solutions to unemployment according to J.M. Keynes. 		(10 marks)

7.a) 	Why should government in your country control inflation?          		(10 marks)
b.) 	Explain how the tools of monetary policy can be used to control inflation in your country. 	    	  	 									(10 marks)
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