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ECONOMICSSEMINARGUIDEHELDONSATURDAY
1ST.OCT.2022

1.(a) Whatarepublicgoods?

Publicgoods/freeridergoods.Thesearegoodsusuallyprovidedbythegovernmenttoa
particular groupofindividualsandbecomeavailableforotherstouseatzero/no
extracostandconsumptionby onepersondoesn’treducetheamountavailablefor
otherstouse.Example;nationaldefence,street lights,publicroads,lawandorder,
publicclocks.

(b)ExplaintheproblemsfacedbygovernmentinprovidingpublicgoodsinUganda.
 Limitedfunds/capital.Thislimitspurchaseoffactorinputsneededforthe

establishmentofpublicgoods.
 Corruption.Thislimitproperfinancingofprojectsbecauseimplementingofficials

putfundstotheirpersonalusehencecausingprojectfailure.
 Poorinfrastructure.Thislimitstransportationoffactorinputstoareaswherethey

areneededduetoincreasedcosts.
 Politicalinstability.Thisscaresprojectimplementorsduetofearoflossoflifeand

property.
 Limitedgovernmentcommitment.Thisisbecauseimplementorslackinterestin

whattheydoandgovernmentpoorlysupervisethem hencecausinglossestothe
government.

 Politicalinterference in management.This is because governmentappoints
managerswhomaynothavetherequiredskillsandabilitybutbecausethey
belongtotherightpoliticalaffiliation.

 Limitedlabourskills.Thisleadstoinefficiencywhichleadstoprovisionoflow-
qualitypublicgoods.

 Highrateofinflation.Thisincreasesthecostofprojectimplementationinterms
ofacquiringfactorinputs.

 Poortechnology.Thisleadstoinefficiencyandprovisionoflow-qualitypublic
goods.

 Poorlandtenuresystem.Thislimitsaccessibilitytomorelandforexpansionof
projectssuchasroadconstruction.

 High levelof bureaucracy / red tape.This delays decision making and
implementationofprojectswhichincreasescostsofprovidingpublicgoods.

 Occurrence of naturalcalamities.This leads to diversion of funds from
implementationofprojectstowardshelpingpeopleaffectedbysuchdisasterslike
floods,landslidesetc.

 Foreigninterference.Thislimitsprovisionofspecificprojectsataparticulartime
becauseforeigncountriesgiveassistancewithstringsattached.

 Poormanagementskills.Thisleadstoinefficiencyandprovisionoflow-quality
publicgoods.

2.(a)Differentiatebetweenpriceelasticityofdemandandelasticityofdemand.
Elasticityofdemandisthemeasureofdegreeofresponsivenessofquantity
demandedofacommoditytochangesinotherfactorsthataffectdemandforthe
commodity.
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While;

Priceelasticityofdemand(PED)isthemeasureofdegreeofresponsivenessof
quantitydemandedofacommoditytochangesinthepriceofthecommodity.

(b) Explainthefactorsthatinfluencepriceelasticityofdemand.
 Incomeoftheconsumer.
 Availabilityofsubstitutes.
 Levelofaddictioninuseofthecommodity(habitinuseofthecommodity).
 Natureofthecommodity(perishableordurable).
 Degreeofnecessityintheuseofthecommodity.
 Proportionofconsumer’sincomespentonthecommodity.
 Levelofadvertisement.
 Levelofconvenienceingettingthecommodity.
 Timeperiod.

 Possibilityofpostponementofdemandforacommodity.
 Seasonalchanges.
 Expectationofpricechanges.
 Numberofusestowhichthecommoditycanbeput.
 Availabilityofcomplements.

3.(a)Differentiatebetweenincreaseinsupplyandincreaseinquantitysupplied.

Increaseinsupplyisasituationwheremoreofacommodityissupplieddueto
favourablechangesinfactorsaffectingsupplyataconstantprice.

Illustrationofincreaseinsupply

atoc=increaseinsupply

While
Increaseinquantitysuppliedisasituationwheremoreofacommodityissupplied
duetoanincreaseinpriceofthecommodityotherfactorsaffectingsupply
remainingconstant.

Illustrationofincreaseinquantitysupplied

btoc=increaseinquantitysupplied

Quantity

S0 S2

P0

O

Price

Q2Q0

a c

b

S

Quantit

y

Price

P2

Po

O

S
c

Qo Q2



3

FORSEMINARDETAILSCALL:Esau0755959761,Faisal0702705176,Gadafi0702820109
@ 2022BSS-SEMINAR"THESTRUGGLECONTINUES"

(b)Accountfortheinstabilityinsupplyofcommoditiesinaneconomy.
 Changeinpricesofcompetitivelysuppliedcommoditiese.g.butterandcheese.
 Changeinpricesofjointlysuppliedgoodse.g.beefandhides.
 Changeinthecostsofproduction.
 Changeingoalsofafirm/producer.
 Changeinstate/leveloftechnology.
 Changeinnaturalfactorsespeciallyinagriculturalsector.
 Changeingovernmentpoliciesofsubsidizationandtaxation/governmentpolicy

onproduction.
 Changeinnumberofproducers/firms.
 Changeinthelevelofdemandforacommodity/changeinthemarketsize.
 Changeinavailabilityoffactorsofproduction/rawmaterials/inputs.
 Changeintheefficiencyoffactorsofproduction.
 Expectationoffuturepricechangesofthecommodity.
 Changeinthelevelofdevelopmentofinfrastructure.
 Changeinpoliticalclimate.

4.(a)ExplainthecontributionofcapitalinthedevelopmentofUganda
 Capitalimprovesqualityofthefinaloutput.
 Promotesresourceutilization/facilitatesoptimum useofresources.
 Capitalpromotestechnologicaltransfer/development.
 Promotesspecializationinproduction.
 Facilitatesthedevelopmentofinfrastructures.
 Capitalleadstoincreasedoutput,henceeconomicgrowth.
 Itincreasesefficiency/productivityofotherfactorsofproduction.
 Itpromotestradeandexchange/itmonetizestheeconomy.
 Capitalfacilitatesresearch.
 Capitalfacilitatesfurthercapitalaccumulation/capitalincreasesthelevelof

investment.
 Capitalpromotesindustrialization.
 Capitalisanengineofeconomicreforms.
 Capitalimproveslabourskills.
 Capitalcreatesemploymentopportunities.
 Capitalreduceseconomicdependence.

(b)Examinethefactorsthataffectcapitalaccumulationinaneconomy.
 Governmentpolicyoninvestment:
 Interestrateonloans:
 Levelofentrepreneurialskills:
 Degreeofaccountability:
 Stateoftechnology:
 Politicalclimate:
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 Levelofsavings:
 Labourskills:
 Sizeofthemarket:
 Sizeofthecapitalstock:
 Levelofdevelopmentofinfrastructure:
 Populationgrowthrate:
 Rateofinflation:
 Natureoflandtenuresystem.
 Attitudetowardswork.

(c)Whatmeasureshavebeentakentoincreasecapitalformation?
 Labourskillshavebeenimproved.
 Infrastructurehasbeendeveloped/improved
 Politicalstabilityhasbeenmaintained
 Investmentincentiveshavebeenprovidedtoinvestors
 Entrepreneurialskillshavebeenimproved.
 Marketshavebeenexpanded/widened.
 Landreformshavebeenadopted.
 Therehasbeenfurtherprivatizationofpublic/Governmententerprises.
 Savingshavebeenencouragedtoprovidefundsforinvestment.
 Inflationhasbeencontrolled.
 Conservatism hasbeenreduced(throughsensitization)
 Technologyhasbeenimproved.
 Theeconomyhasbeenfurtherliberalised.
 Populationgrowthratehasbeencontrolled.
 Affordablecapital/credithasbeenprovidedtoinvestors.
 Corruptionhasbeenfought/accountabilityhasbeenimproved.

5.(a)Discussthefactorsthatgiverisetomonopolyinaneconomy.
 Longdistancebetweenfirms
 Mergingoffirms
 Patent/copyrights.
 Exclusiveownershipandcontrolofastrategic(natural)resources/inputs.
 Possessionofexclusivetechniqueofproductionbyafirm
 Actofparliament/parliamentarystatutes
 Smallmarketsize
 Limitpricingpolicy/aggressivepricewars
 Hugeinitialcapitalrequirement
 Longperiodsoftrainingrequirede.g.architects,accountantse.t.c
 Possessionofuniquetalents
 Productdifferentiation
 Protectionism ininternationaltrade/foreigntradebarriers(restrictions)

(b)Suggestmeasuresthatcanbeusedtoreducemonopolypowerinaneconomy.

 Limitthedurationofcopyandpatentrightprivileges/reduceintheperiodof
patentrights

 Developinfrastructure
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 Strengthenbureauofstandards
 Adoptanti-monopolylawse.g.(illegalizemergingoffirms)
 Promotecreationofconsumerassociations
 Taxmonopolistsbyuseofspecificandlumpsum taxes
 Liberalizetheeconomy/trade
 Widenmarkettoattractnewfirms
 Provideaffordablecapitalfortheestablishmentofrivalfirms
 Providetaxconcessionstoweakfirms/subsidiseweakfirms
 Privatizestatemonopolies.
 Undertakepricecontroli.e.maximum price.
 Nationalizeprivatemonopolies.
 Setupproductionquotasformonopolists.

6.(a)Distinguishbetweenperfectandimperfectoligopoly.
Perfect/Pureoligopoly.Thisisamarketstructurewheretherearefewlargefirms
withmanybuyersdealinginhomogeneousproducts.

While;

Imperfect/differentiatedoligopoly.Thisisamarketstructurewheretherearefew
largefirmswithmanybuyersdealingindifferentiatedproducts.

(b)Outlinesixformsofnon-pricecompetitionusedbyoligopolyfirmsinUganda.

N.B.Nonpricecompetitionisonewherefirmsexpandtheirmarketsharebynot
involvingreductioninpricesfortheirproducts.

 Useofwidespreadpersuasiveadvertisementoverradiosandtelevision.
 Provision of aftersales services e.g. free transport services, cleaning

windscreensatpetrolstations.
 Offeringgiftstocustomerssuchassoap,scholasticmaterials,T-shirts,key

holders.
 Openingupbranchesordistributionpoints
 SponsoringsportseventsandthisiscommonwithMTN,Airtel,Crownbottlers

etc.
 Useofappealingbrands,trademarksandsloganstoattractmanycustomers,

e.g.MTNEverywhereYougo.
 Distributingfreesamplesofcommoditiestocustomerssoastoattractthem.
 Qualityimprovementofproductsproducedbyfirmsforexampleunleadedpetrol

byShell.
 Specialpackagingofcommoditiesbyusingdifferentdesignstoattractmore

customers.
 Provisionofcreditfacilitiesorinstallmentselling.
 Organising raffledrawsand consumergameswherewinnersarerewarded

highly.
 Organisingtradefairsandexhibitiontomakecustomersawareoftheproduct.
 Useofonestopshoppingcentrese.g.shoppingcentresatpetrolstations.
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(c)ExplainadvantagesanddisadvantagesofoligopolyfirmsinUganda.

Meritsofoligopolymarkets:
 Chargelowpricestoconsumers.
 Easeconsumerbudgetingduetopricestability.
 Widenconsumerchoicesduetoproductionofavarietyofgoods.
 Provideemploymentopportunities.
 Promotedevelopmentofinfrastructure.
 Contributerevenuetogovernment.
 Increasedinnovationsandinventionsduetocompetition.
 Enablefirmstoenjoyabnormalprofits.
 Promoteeconomicgrowth.
 Consumersbenefitfrom non-pricecompetition.
 Promoteutilizationofresources.

Demeritsofoligopolymarkets:
 Distortionofconsumer’schoicesthroughadvertisement.
 Exploitationofconsumersthroughovercharging.
 Highpricesarechargedduetointensivesalespromotionalactivities.
 Duplicationhencewastageofresources.
 Worsenincomeinequality.
 Collapseofsmallfirmsduetocompetition.
 Limitedemploymentopportunitiescreated.
 Thereisunder-utilisationofresources.
 Thereislimitedvarietyofgoodsinperfectoligopolymarket.
 Thereislimitedentrepreneurialdevelopment.

7.(a)WhatisthesignificanceofcomputingNationalincomestatisticsinan
economy.

 NYfiguresareusedforeconomicanalysisandplanning.
 Itisusedtoshowlevelofdevelopmentbywayofincomepercapita.
 Itisusedtoindicaterateofeconomicgrowthanddevelopment.
 Itisusedtosolicitforforeignaid.
 NYfiguresareusedforinternationalcomparisonwithother.
 Itisusedforcomparisonpurposesovertimee.g.standardsoflivingwithinthe

country.

 Itisusedtoshowincomedistribution/resourcedistribution.
 Itisusedtoshowexpenditurepatternswithinthecountry.
 Itisusedtoidentifytheleadingandlaggingsectorsinthecountry.
 Itisusedtodeterminetheextentofdependenceonothereconomies.
 Itisusedtodeterminethelevelofresourceexploitation/utilization.

(b) ExplainthechallengesfacedwhencomputingNationalincomestatistics.
 Difficultyindeterminingtheboundaryofproduction.
 Difficultyinvaluingsubsistenceoutput.
 Difficultyinvaluingunpaidforservicese.g.housewifeservices,self-provided

services.
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 Limitedstatisticaldata/limitedinformation.
 Problem ofdoublecounting.
 Limitedskilledlabour.
 Difficultyindeterminingnetincomefrom abroad.
 Problem ofstatisticalerrors(errorsofomissionandcommission)
 Problem ofpricechanges.
 Difficultyincalculatingthevalueofdepreciation.
 Problem ofdetermininggovernmentexpenditure.
 Problem ofvaluinginventoriesandworkinprogress.
 Problem ofillegalactivities.
 Limitedfacilitiesusedindatacollection.

8.(a)Differentiatebetweenacceleratorandmultipliertheoriesofinvestment.
Multiplieristhenumberoftimesaninitialchangeinexpendituremultipliesitselfto
giveafinalchangeinNationalincome.

Multiplier=

While;

Acceleratorprinciplereferstothenumberoftimesaninitialchangeinconsumption
expendituremultipliesitselftogiveafinalchangeininvestment.

(b)Discussthefactorsthatinfluenceeffectiveoperationofinvestmentmultiplier
in

aneconomy.
 Availabilityofinvestmentincentives/governmentpolicyoninvestment.
 Sizeofthemarket.
 Levelofinfrastructuraldevelopment.
 Labourskills.
 Sizeofcapitalstock.
 Thenatureoflandtenuresystem.
 Leveloftechnology.
 Levelofentrepreneurialabilities/skills.
 Politicalatmosphere/climate.
 Rateofinflation
 Levelofaccountability.
 Interestrateonloans.
 Levelofsavings.
 Levelofconservatism.
 Levelofmonetizationoftheeconomy.

9.(a)ExaminethefactorsthataffecttherateofeconomicgrowthinUganda.
 Governmentpolicyoninvestment/availabilityofinvestmentincentives.
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 Levelofresourceexploitation/utilization.
 Levelofentrepreneurialskills.
 Degreeofaccountability.
 Leveloftechnology/stateoftechnology.
 Politicalclimate/atmosphere.
 Levelofsavings.
 Attitudetowardswork.
 Labourskills.
 Marketsize.
 Sizeofcapitalstock/availabilityofcapital.
 Levelofdevelopmentofinfrastructure.
 Populationgrowthrate.

 Rateofinflation.
 Natureoflandtenuresystem.
 Levelofmonetizationoftheeconomy/sizeofsubsistencesector.

(b)SuggestmeasurestopromotetherateofeconomicgrowthinUganda.
 Investmentincentivesshouldbeprovidedtoinvestors.
 Resourceexploitationshouldbeincreased.
 Entrepreneurialskillsshouldbeimproved.
 Accountabilityshouldbeimproved.
 Technologyshouldbeimproved.
 Politicalstabilityshouldbemaintained.
 Savingsshouldbeencouraged.
 Labourskillsshouldbeimproved.
 Conservatism shouldbefought(throughsensitization)
 Marketsshouldbewidened.
 Affordablecapitalshouldbeprovidedtoinvestors.
 Infrastructureshouldbeimproved
 Populationgrowthrateshouldbecontrolled.
 Inflationshouldbecontrolled.
 Landreformsshouldbeadopted.
 Practicepublicenterprises.
 Modernizeagriculture.
 Liberalisetheeconomy.
 Diversifytheeconomy.

10.(a) Discussthebenefitsofeconomicgrowthtoaneconomy
 Itincreasesgovernmentrevenue.
 Promotesdevelopmentofinfrastructure.
 Itimprovesbalanceofpaymentposition.
 Itincreasesemploymentopportunities.
 Itpromotestechnologicaldevelopment/transfer.
 Itimproveslabourskills.
 Itpromotesindustrialization.
 Itwidensconsumerchoices.
 Itcontrolsinflation.
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 Itpromotesexploitationofidlenaturalresources.
 Itreducesdependenceonothercountries.
 Itreducesconservatism.

(b)Accountforlowlevelofeconomicdevelopmentindevelopingcountries.
 Unfavourablegovernmentpolicyoninvestment.
 Lowlevelofentrepreneurialskills.
 Lowlevelofaccountability/corruption
 Lowleveloftechnology/poortechnology
 Politicalinstability.
 Lowlevelofsavings.
 Highdegreeofconservatism.
 Lowlabourskills(limitedlabourskills)
 Smallmarket.
 Limitedcapital.
 Poorinfrastructure.
 Highpopulationgrowthrate.

 Highrateofinflation.
 Poorlandtenuresystem.

11.(a)Distinguishbetweenlabour-savingandcapital-savingtechniquesof
production.

Capital-savingtechniquesofproductionisaproductionmethodwhichemploys
relativelymoreunitsoflabourthanotherfactorsofproductionespeciallycapital.

While;
Labour-savingtechniquesofproductionisaproductionmethodwhichemploys
relativelymoreunitsofcapitalthanotherfactorsofproductionespeciallylabour.

(b)Explaintheargumentsforandagainstadoptinglabour-savingtechniquesof
production.

Argumentsforadoptinglabour-savingtechniquesofproduction.
 Itleadstoproductionofhighqualityoutput.
 Itsavestimeanditislesstiresome.
 Itincreasesoutput.
 Itimprovestheskillsofworkers.
 Itleadstotechnologicaldevelopment/transfer.
 Itminimizesthesizeofthewagebillpaidtolabourinthelongrun.
 Itfacilitatesexploitationofresources.
 Itfacilitatesthedevelopmentofinfrastructure.
 Itcreatesemploymentopportunitiesinthelongrun.
 Itreduceslabourstrikes.
 Standardizationofoutputispossible.

Argumentsagainstadoptinglabour-savingtechniquesofproduction.
 Itleadstotechnologicalunemployment.
 Itworsensincomeinequality.
 Itcausessocialcosts/pollutiontothepublic.
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 Itleads to overexploitation ofnaturalresources which leads to resource
exhaustion.

 Leadstowastageofresourcesduetolimitedmarket.
 Leadstoprofitrepatriation.
 Itrequirescomplexskillswhichmaynotbereadilyavailable.
 Machinesarenotapplicablein certain activitieswherehuman judgmentis

required.

12.(a)Differentiatebetweenimportsubstitutionindustriesandexportpromotion
industries.

Importsubstitutionindustriesareindustriessetupinternallytoproducegoods
whichwerepreviously/formerlyimported.

While;
Exportpromotionindustriesareindustriessetuptoprocessandmanufacture
goodsforforeignmarkets.

(b)AssesstheimpactofimportsubstitutionindustriesinUganda.
Advantagesofimportsubstitutionindustries(they…..)

 ImproveBOPposition/savescarceforeignexchange.

 Promotedevelopmentofentrepreneurshipskills.

 Generategovernmentrevenue.

 Createmoreemploymentopportunities.

 Encourageexploitationoflocalresources.

 Promoteself-reliance.

 Promoteeconomicgrowth.

 Controlimportedinflation.

 Promotethedevelopmentofinfrastructure.

 Facilitatethedevelopmentoflocalskills.

 Promotetechnologicaltransfer/development.

 Encouragecapitalinflow.

 Promotegrowthofindustrialsector.

Disadvantagesofimportsubstitutionindustries.

 Thereisruralurbanmigrationanditsassociatedproblems.
 Thereissocialcostse.g.pollution.
 Poorqualitygoodsareproduced.
 Firmsoperateatexcesscapacity.
 Thereismonopolytendencies.
 Thereisincreasedgovernmentexpenditureonsubsidizationoffirms.
 Thereisconcentrationonproductionofconsumergoodsattheexpenseof

capitalgoods.

 Causetechnologicalunemployment.
 Resultintolowgovernmentrevenue.
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 Itworsensbalanceofpaymentproblem.
 Thereisproductionoflimitedvarietyofgoods.
 Acceleratecapitaloutflow.
 Highpricesoffinalproducts.
 Promoteexternalresourcedependence.

13.(a)WhatarefeaturesoftheagriculturalsectorinUganda?
 Mainlyruralbased
 Mainlydependonnature.
 Mainlyuse/employsemi-skilledandunskilledlabour.
 Mainlyproducepoorqualityoutput.
 Mainlyproduceforthelocalmarket.
 Dominatedbysubsistenceproduction.
 Mainlyusesimpletoolse.g.hoes,pangas.
 Mainlycarriedoutonasmallscale.
 Mainlydependonfamilylabour.
 Mainlyfoodstuffsareproduced(narrowrangeofcashcropsareproduced)
 Thequantityofoutputisgenerallylow.

 Thereisanarrowrangeofproductsforexport.

(b)ExplainthefactorsthataffectagriculturaldevelopmentinUganda.
 Availabilityofinvestmentincentives
 Sizeofthemarket.
 Levelofinfrastructuraldevelopment/stateofinfrastructure.
 Labourskills.
 Sizeofcapitalstock.
 Thenatureoflandtenuresystem.
 Leveloftechnology/stateoftechnology.
 Levelofentrepreneurialabilities/skills.
 Politicalatmosphere/climate.
 Rateofinflation
 Levelofaccountability.
 Leveloftopography
 Naturalfactors

14.(a)Whyisthereneedforagriculturalmodernizationinlessdevelopedcountries?

N.B:Agriculturalmodernizationisthechangingofagriculturalsectorfrom subsistence
productiontocommercializedhighyieldingproduction.

Reasonsformodernizationofagriculture
Toreduceseasonalunemployment.
Toincreaseoutputhenceeconomicgrowth.
Toimprovebalanceofpaymentposition.
Toreduceonincomeinequality.
Todeveloplabourskills.
Toincreaseincomesoffarmers.
Toimprovequalityofproducts.
Togeneratemorerevenuetothegovernment.
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Topromotegrowthofindustrialsector.
Toattainpricestability/tocontrolstructuralinflation.
Tofacilitateexploitationofresources.
Topromotefoodsecurity.

Toimprovetermsoftrade.
Towidenconsumerchoices.
Topromotedevelopmentofinfrastructure.
Topromotetechnologicaldevelopment.

(b)Whataretheconstraintstoagriculturalmodernizationindevelopingcountries?
 Limitedcapital.

 Limitedskilledlabour.
 Poortechnology.
 Limitedmarket.
 Conservatism offarmers.
 Poorinfrastructure.
 Poorlandtenuresystem.
 Lowlevelsofaccountability/corruption.

 Politicalinstability.
 Lowlevelsofentrepreneurialskills.
 Unfavourablenaturalfactors
 Lowandfluctuatingpricesofagriculturalproducts.
 Unfavourabletopography.

15.(a) ExplaintheKeynesiantheoryofunemployment.

TheKeynesiantheoryofunemploymentstatesthatunemploymentarisesduetothe
fall/deficiencyineffectiveaggregatedemandforfinalgoodsespeciallyintimesof
economicrecessionordepression.

Duetolow demandforfinalproducts,firmsreducetheir output,incomelevelsfall,
investmentisdiscouragedandthuslesscapitalandlabourareemployed.

ThemajorremedyaccordingtoJ.M,Keynesisincreasing aggregatedemand.This
couldbeby:reducingdirecttaxes,usingexpansionarymonetarypolicies,increasing
governmentexpenditure,subsidizing consumers,increasing wages and salaries,
encouragingprivate investments.

(b)AssesstherelevanceoftheKeynesiantheoryofunemploymentindeveloping
countries?

TheKeynesiantheoryofunemploymentisrelevantinthefollowingways:
 Attimesunemploymentindevelopingcountriesresultsduetoafallinaggregateor

effectivedemand.
 Thereareelementsofindustrializationindevelopingcountrieshencethetheory

appliesintheindustrialsector.
 Provisionofinvestmentincentivessuchasgrantingtaxincentivesandsubsidiesto

producersincreasesemploymentopportunitiesindevelopingcountriesasstated
byKeynes.
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 Useofexpansionarymonetarypoliciestoincreasepurchasingpowerindeveloping
countrieshastendedtoincreaseemploymentlevelsasstatedbyKeynes.

 Continued supply of co-operant factors for labour increases employment
opportunitiesinthelong-runhencethetheorybecomesrelevant.

HowevertheKeynesiantheoryofunemploymentoflimitedrelevanceindeveloping
countriesreasonsbeing:-

Itismainlyconcernedwithdemanddeficiencyyetunemploymentindevelopingcountries
isbasicallyfrom thesupplyside.
 Itmainlyaffectsindustrializedeconomiesyeteconomiesofdevelopingcountries

areagro-based.
 Itisbasedonexistenceofastrongandbigprivatesectoryettheprivatesectorof

developingcountriesissmallandweak.
 Keynes prescribes policies which increase aggregate demand and reduce

unemploymentproblem butthese policies may be inflationary in developing
countries.

 Itisapplicableunderconditionsoffullemploymentofresourceswhichconditions
arenotfoundindevelopingcountries.

 Itisbased on assumption ofhighlymonetized economiesyeteconomiesof
developingcountriesarebasicallysubsistence.

 ItassumesfunctionalMoney,productandfactormarketsyetsuchmarketsare
underdevelopedindevelopingcountries.

 Firmsindevelopingcountriesarefacedwithstructuralrigiditiesintheform of
industrialbreakdown,infrastructuralbreakdownandtechnologicalbreakdown,and
thustendnottorespondquicklyandeffectivelytochangesindemandconditions.

 Itemphasizesinvestmentmultiplierasacontributortoemploymentcreationyetin
developingcountriesitistheexportmultiplier.

 Itisbasedonaclosedeconomyyeteconomiesofdevelopingcountriesareopen.
 Itignoredtheproblem ofhighmarginalpropensitytoimportwhichreducesthe

multipliereffectandthuscausingunemployment.

16.(a)Whyisitnecessarytocontrolunemploymentindevelopingcountries?

N.B:Hereweextractthereasonsfrom thedisadvantages/demeritsof
unemploymentinthe

economy.
 Toreducethedependenceburden.
 Todiscouragerural-urbanmigrationanditsassociatedevils.
 Toreducecrimerates
 Toincreasegovernmentrevenue.
 Toincreaseproduction/topromoteeconomicgrowth.
 Toreduceincomeinequality.
 Tocontrolbraindrain.
 Toreducepoliticaltension/unrest/instability.
 Toreducegovernmentexpenditureontheunemployed.
 Toencourageinvestmentineducation.
 Toincreaseaggregatedemandforgoodsandservices.
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 Topromotelevelofacquiredskills.
 Toreducefamilyinstability.
 ToPromoteutilizationofproductiveresources

(b)Whatmeasuresshouldbetakentoreduceunemploymentindeveloping
countries?
 Educationreformsshouldbeadopted
 Landreformsshouldbeadopted.
 Infrastructureshouldbeimproved.
 Politicalstabilityshouldbemaintained.
 Agricultureshouldbemodernized.
 Affordablecapital/creditshouldbeprovidedtoinvestors.
 Populationgrowthrateshouldbecontrolled.
 Furtherliberalizationoftheeconomyshouldbeundertaken.
 Disadvantagedgroupsofpeopleshouldbesupported/empowered.
 Investmentincentivesshouldbeprovidedtoinvestors.

 Theeconomyshouldbediversified.
 Smallscaleindustriesshouldbesetup/established.
 Existingjobsshouldbeadvertised
 Marketsshouldbewidened
 Appropriatetechnologyshouldbeadopted

17.(a) Accountforthepersistentcostpushinflationindevelopingcountries.

N.B:Costpushinflationisthepersistentincreaseinthegeneralpricelevelofgoodsand
servicesduetoincrease/riseinthecostsofproduction.

Causesofcost-pushinflation.
 Risingpricesofrawmaterials.
 Risingwagesandsalaries.
 Risingtaxlevelsonfirms.
 Risingcostsofrent/risingstoragecosts.
 Risingcostsofadvertisement/salespromotion.
 Risingtransportcosts.
 Risingpricesoffuel/power/energy.
 Increasingcostsofborrowing/interestrates.

N.B:Asthecostsofproductionincrease,producersalsoreactbyincreasingpricesof
commoditiesinordertorecovertheheavyexpensesincurredduringproductionwhich
causescostpushinflation.

(b)Examinetheeffectsofhyperinflationinaneconomy.

 Itdiscouragessavingsduetorapidlossofmoneyvalue.
 Thereislossofconfidenceinthelocalcurrency.
 Thefixedincomeearnerssuffergreatlyasrealincomereduces.
 Lenders(creditors)standtolose.
 Thereisunemploymentassomefirmsclosedown.
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 Itmakesplanningdifficult.
 Itdiscourageslocalandforeigninvestors/discouragesinvestment.
 Itcausesunevendistributionofincome/itworsensincomeinequalities.
 Itencouragesillegalactivitiessuchascorruption,briberyandsmuggling.
 Peoplearestrainedinanattempttocopewiththerisingcostofliving.
 Governmentbecomesunpopular.
 Itleadstoindustrialunrestduetoconstantdemandforwages.
 Itleadstoproductionandconsumptionofpoorqualitygoods.
 Itresultsintobraindrain.
 ItworsenstheB.O.Pposition.
 Itpromotesspeculation.
 Resultsintocollapseofsomefirms
 Resultsintocapitaloutflow.

18.(a)Accountforpersistentincreaseinthegeneralpricelevelsofgoodsand
services

inUganda.
 Excessiveissuanceofcurrency.
 Unfavourablenaturalfactors(Naturalhazards).
 Speculationbybusinessmen/traders.
 Greed(desire)forexcessiveprofitsbytraders/producers.
 Importationofgoodsfrom countriesexperiencinginflation
 Break-downofinfrastructure.
 Politicalinstabilitywhichdisrupts(limits)productioninsomeareasofthecountry.
 Risingcostsofproduction/Increaseinproductioncosts.
 Excessivegovernmentexpenditure.
 Depreciationofthelocalcurrency/Decliningvalueofthelocalcurrencyrelativeto

othercurrencies.
 Excessiveinflowofincomesfrom abroad.
 Excessiveexportationofessentialgoods.
 Excessiveoruncontrolledcreditcreation.
 ExcessiveborrowingbyGovernmentfrom theCentralbank.

(b)Whyisthereneedtocontrolthepersistentincreaseinthegeneralpricelevelof
goodsandservicesinUganda

 Tomaintainpeople’sconfidenceinthecurrency
 Toencouragepeopletosave
 ToimproveB.O.Pposition/todiscouragecapitaloutflows
 Tocontrolunemployment
 Tocontrolincomeinequalities
 Toeaseplanningintheeconomy
 Tocontrolbraindrain
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 ToensurethatpeoplearelessstrainedsincetheC.O.Lislow
 Tomakethegovernmentinpowerpopular
 Topromoteproductionofhighqualitygoods
 Toencouragelending
 Todiscourageillegalactivities
 Toprotectfixedincomeearners
 Toreduceindustrialstrikes/unrest
 Toencourageinvestment/toencouragelocalandforeigninvestment

19.(a)Distinguishbetweengallopinginflationandcreepinginflation.

Creeping/mild/gradualinflation.Thisisinflation(one)wherepersistentincreasein
thegeneralpricelevelincreasesataslowrate,usuallynotexceeding10%perannum
(year).

While;
Galloping/runaway/hyperinflation.Thisisinflation(one)wherepersistentincrease
ingeneralpricelevelincreasesataveryhighrate,exceeding10%perannum.

(b)Whatmeasuresmaybeadoptedtocontrolinflationindevelopingcountries?
 Directtaxesshouldbeincreased.
 Governmentexpenditureonprovisionofnon-essentialgoodsshouldbereduced.
 Furtherliberalizationoftheeconomycanbeundertaken.
 Incentivesshouldbeprovidedtoinvestorstoincreaseoutput.
 Infrastructureshouldbeimproved.
 Arestrictivemonetarypolicyshouldbeimplementede.g.saleofgovernment

securities.
 Governmentshouldcontroltheissuanceofcurrency.
 Modernizationofagricultureshouldbeundertakento(increasesupplyoffood

itemsinthecountry).
 FurtherprivatizationofPublicenterprisesshouldbeundertaken.
 Importationofgoodsfrom cheapersourcesshouldbeencouraged
 Thepoliticalclimateshouldbeimproved.
 Governmentborrowingfrom thecentralbankshouldbereduced.
 Indirecttaxesonessentialgoodsshouldbereduced.
 Controltheexportofcertainessentialgoods.
 Establishmentofimportsubstitutionindustriesshouldbeencouraged.

20.(a)GiventhatthefinalamountofcreditcreatedisShs150,000billionandthe
cashratiois0.5%.Calculatetheinitialdeposit.

Initialdeposit=
Totalcredit/depositcreated

thecreditmultiplier/bankdepositmultiplier

Creditmultiplier= = =200times
1

cashratio

1

0.5%
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Initialdeposit=
Shs150,000billion

200

= Shs.750billionorShs.750,000,000,000

(b)Explainthefactorsthataffecttheabilityofcommercialbankstocreatecredit.

 Interestrateonloans.
 Levelofinvestmentopportunities.
 NatureofdistributionofCommercialBanks.
 Levelofliquiditypreference
 Availabilityofcreditworthyborrowers.
 Levelofmonetizationoftheeconomy(Sizeofthesubsistencesector)
 Degreeofaccountability(bybankofficials)
 Sizeofthecashratio
 Governmentmonetarypolicy(TheCentralbank’smonetarypolicy).
 Knowledgeaboutservicesprovidedbycommercialbanks.
 Availabilityofcollateralsecurity
 Politicalclimate
 Rateofinflation
 Sizeofbankdeposits
 Degreeofuncertainty

21.(a) DescribethefunctionsofcommercialbanksinUganda.
 Acceptingdeposits.
 Advancingloanstocustomers.
 Providingeasymeansofpaymente.g.cheques,bankdrafts.
 Acting as custodians of customers’valuables e.g.land titles,contract

documentse.t.c.
 Providingadvicetotheinvestorse.g.makinginvestmentchoices.
 Exchangingofcurrenciesofdifferentcountries.
 Actingastrusteesandexecutorsofpropertyandwilloftheircustomers.
 Issuinglettersofcreditandactasrefereestotheirclients
 Underwritingsharesanddebenturesofcompaniesaswellasdiscountingbills

ofexchange.

(b)ExplainthemethodsusedbythecentralbanktoregulatecreditcreationinUganda.
 Bankrate
 Legalreserverequirement.
 Variablereserverequirement/CashRatio.
 Marginrequirement.
 Rationingofcredit.
 Selectivecreditcontrol.
 Specialdeposits(supplementarylegalreserverequirement).
 Moralsuasion.
 Openmarketoperation.
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22.(a)Distinguishbetweenbi-lateralandmulti-lateralaid.

Distinguishbetweenbi-lateralaidandmulti-lateralaid.
Bi-lateralaid. Thisreferstodirecttransferoffundsandresourcesfrom one

countryto
another.

While;
Multi-lateralaid.Thisreferstotheindirecttransferoffundsandresourcestoa

country
throughtheinternationalaidagenciessuchasInternationalMonetaryFund(IMF),
WorldBank.

(b)ExplaintheroleofforeignaidintheeconomicdevelopmentofUganda.
 Itclosestheforeignexchangegap/inflowofforeignexchange.
 Itclosesorfillsthesavings–investmentgap.
 Itclosesorfillstheskilledman-powergap.
 Itcloses/fillsthetechnologicalgap/promotestechnologicaltransfer.
 Itclosesorclosesthegovernmentrevenue–expendituregap.
 Itreducestheeffectsofcatastrophes/calamities.
 Itfacilitatesthedevelopmentofinfrastructure.
 Itfacilitatesthecreationandprovisionofemploymentopportunities.
 Itstrengthensinternationalrelations(betweenthedonorsandtherecipient

country).
 Itacceleratesindustrialgrowth/itdiversifiestheeconomy.
 Itpromotespoliticalstability.

 Itpromoteseconomicgrowth.
 Itencouragesexploitationofresourcesavoidingwastage.
 Itincreaseslocalskillsthroughtraining.

(c)WhataretheproblemsofoverlyingonforeignaidinUganda?
 Worsensbalanceofpaymentsproblem duetorepaymentobligations.
 Deniesnationalsofessentialcommoditiesduetohighdebtservicingthatcalls

forincreasedtaxation.
 Causestechnologicalunemploymentinrecipientcountryduetoautomation
 Resultsintoeconomicdominationoftheeconomy.
 Resultsintopoliticaldominationoftheeconomybyforeigners.
 Resultsintoincomerepatriationwhichrobsacountryofitsscarceresources.
 Resultsintobraindrainduetoaidgiveninform ofscholarships.
 Resultsintoerosionofsocio-culturalvaluesinUgandaduetoimportationof

westernculture.
 Distortseconomicplanningbecauseaidgivenisinadequate,uncertainandtied.
 Killslocalinitiatives/promoteslazinessasrecipientsalwaysexpectmore

assistancefrom donors.
 Leadstounderutilizationofavailabledomesticresources.
 Subjectstheeconomytoinappropriateandundesirabledecisions.
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 Encourages extravagantuse ofresources as the country expects more
assistancefrom donorcountries.

23.(a)Explaintheattributesofagoodtax.
Itshouldbecertain.

Itshouldbeconvenient.

Itshouldbecheap/economical/efficient

Itshouldbecomprehensive

Itshouldbeproductive

Itshouldbeimpartial/neutral

Itshouldbeequitable/fair

Itshouldbeconsistent

Itshouldbeelastic

Itshouldbesimple

(b)AssesstheroleoftaxationtotheeconomicdevelopmentofUganda.

Positiveroleoftaxation:
 Itcontrolsinflation
 Itpromotesoraccelerateseconomicgrowth.
 Itpromotesequitabledistributionofincome/reducesincomeinequality.
 Reducesunemployment.
 Itimprovesthebalanceofpaymentposition
 Itprotectsinfantindustries/firmsfrom foreigncompetition.
 Itmobilizesforeignaid.
 Itdiscouragesproductionandconsumptionofundesirable/demerit/harmful

commodities
 Itreducesregionalimbalancesindevelopment.
 Itraisesrevenueforgovernment
 Itinfluencesinvestment/influencesresourceallocation
 Itreduceseconomicdependence
 Itregulatesgovernmentexpenditure.
 Itmanagesthepublicdebt.

Negativeroleoftaxation :
 Hightaxationdiscouragesinvestment.
 Itdiscourageseffortandhardwork.
 Itdiscouragessavings.
 Itreduceswelfareoftheindividualsduetoreducedconsumption.
 Itleadstoresourcemisallocation.
 Itencouragestrademal-practicese.g.smuggling.
 Indirecttaxestendtobeinflationary.
 Itcreates resentmentofthe public thatmayerode the popularityofthe

government.
 Itreducesthevolumeandbenefitsoftrade/itleadstoretaliationintrade.
 Regressivetaxeswiden/worsenincomeinequality.
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 Itleadstoinefficiencyofinfantindustriesbecausesuchfirmsareprotected
from externalcompetition.

24.(b)AccountforthepersistentbudgetdeficitinUganda.
 Frequentoccurrenceofnaturaldisasters/hazardsthatrequireheavyemergency

funding.
 Persistent/heavydebtservicingandrepayment.
 Heavyexpenditureondefenceduetopoliticalinstability
 Highlevelofcorruptionandembezzlementofpublicrevenue/lowlevelof

accountability.
 Heavy/highadministrativeexpenditureoncivilservantsandpoliticians.
 High/risingcostsofinfrastructuraldevelopment.
 Heavyexpenditureonexternalcommitmentse.g.contributionsmadeto

internationalorganizations
 Overambitiousplanning.
 Limitednon-taxsourcesofpublicrevenue/lowrevenuefrom non-taxsources.
 Fewtaxbases/narrowtaxbase.
 Weaktaxadministration.
 Lowtaxablecapacity.

(b)Suggestmeasuresthatshouldbetakentoreducegovernmentexpenditure.

 Politicalstabilityshouldbemaintained.
 Corruptionshouldbefought.
 Populationgrowthrateshouldbecontrolled.
 Costsharingintheprovisionofbasicservicesshouldbeencouraged.
 Overambitiousplanningshouldbeavoided.
 Inflationshouldbecontrolled.

 Debtreliefshouldbeappealedfor.
 Foreign missions and other external commitments should be reduced

/restructured.

 Minimizeacquisitionofunproductivedebts.
 Thesizeofthepublic/civilserviceshouldbereduced.
 Privatizepublicenterprises.

25.(a)Distinguishbetweentariffandnon-tariffbarriers.

Tariffbarriers.Thesearerestrictionsputtocontrolforeigntrade/international
tradethroughuseoftaxes.

While;
Non-tariffbarriers.Thesearerestrictionsputtocontrolforeigntrade/
internationaltradewhichdonotinvolvetheuseoftaxes.

(b)Whatarethevariousformsofprotectionism usedininternationaltrade?
 Manipulationofexchangerates
 Administrativecontrols
 Totalban/tradeembargo
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 Importlicensing
 Quotas

 Qualitycontrolmeasures

 Subsidisationofdomesticindustries.

 Tariffs

(c)AssesstheimpactofrestrictingimportsbygovernmentinUganda.

Positiveimpacts/Argumentsfor/meritsofrestrictingimportsinUgandainclude:-
 Protectsinfantindustries(useofhighimportduties)
 Discouragesimportationofdemeritgoodse.g.cigarattes.(useofhighimport

duties)
 Reducesdependenceonimports/promotesself-reliance
 ReducesB.O.P deficit(tariffsandnon-tariffbarriersreducevolumeand

expenditureonimports)
 Discouragesdumping(useofhightariffsonimports)
 Controlsimportedinflation(useoflicensesselectivelytoallow importation

wherethereisnoinflation)
 Increasesrevenuetogovernment(tariffsonimportsandimportlicenses)
 Createsemploymentopportunitiesathome(restrictionsonimportsencourages

investorstoproducegoodslocallyandcreatejobsinthenewindustries.)
 Promoteseconomicgrowth.
 Encouragesuseoflocalresources/encouragesresourceutilization(hightariffs

onimportedrawmaterialsmakesthem expensiveforcinglocalproducerstouse
localresources)

 Reducespoliticaldominationbyforeigners.

Negativeimpacts/Argumentsagainst/Problemsthatariseoutofrestrictingimports
include
 Itgivesrisetogrowthanddevelopmentofmonopolyanditsevils
 Itencouragesinefficiencyinprotectedindustries.
 Itsubjectsnationalsofthecountrytoconsumptionofhighlypricedgoods.
 Itforcesnationalsofthecountrytoconsumepoorqualityproducts.
 Limitedvarietyofgoodsinthedomesticmarketduetototalban
 Protectedfirmstendtoremaininfantduetolackofcompetition
 Lossofrevenuefrom importdutiesduetouseoftotalbanandquotas
 Encouragestrademal-practicese.g.smugglingduetobanningandhighimport

duties
 Discouragesprivateinvestments(duetobureaucraticdelaysinvolved ingetting

licenses,forexandimportpermits)
 Reducesvolumeoftrade(importquotasreducequantityofgoodsavailableto

people
 Encouragesretaliationfrom tradingpartnersthuslimitinggainsfrom trade)
 Discouragesspecializationbecauseitemphasizesneedforself-reliance.
 Increasesgovernmentexpenditure(onsubsidizationofdomesticfirms)
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26.(a)AccountforthepersistentBalanceofPaymentsdeficitinUganda.
N.B.B.O.Pisthedifferencebetweencountry’searnings/receipts/incomesfrom abroad
andexpenditure/paymentsabroadduringagiventime.

Hint:Explanationmustbringoutlowforeignexchangeorhighimportexpenditure.
 Lowvolumeofexports.
 Exportationofpoor/lowqualityoutput.
 Exportationofmainlyprimaryproductssuchasagriculturalraw materialswithlow

valueadded.
 Politicalinstabilityleadingtoheavyexpenditureonimportationofmilitaryhardware.
 Importationofhighlypricedproducts.
 ProtectionistpoliciesofMDC’s/traderestrictionsinexportmarkets.
 Pricesofexportsareexternallydeterminedbythemajorbuyers/lowbargainingpower

ofLDCs.
 Heavygovernmentexpenditureabroade.g.diplomaticmissions.
 Limitedvarietyofexports.
 Highmarginalpropensitytoimport
 Highlevelsofprofitandwagerepatriation/highrateofcapitaloutflow.
 Marketfloodingduetoproductionofsimilarproductsbydifferentcountries.
 Highexpenditureonpaymentofexternaldebts.

(b)SuggestmeasuresthatshouldbeadoptedtoreduceBalanceofpayment
deficitinUganda.

Hint:Explanationmustbringoutincreaseinexportearningsorfallinimport
expenditure.

 Establishimportsubstitutionindustries.
 Adopttraderestrictionstodiscourageimportse.g.imposinghighimportduties.
 Maintainpoliticalstability/createapeacefulandconducivepoliticalclimate.
 Diversifyexportmarketsi.e.joiningorformingregionalintegrations.
 Undertake manpowertraining so as to reduce foreign exchange expenditure on

expatriates
 Restructureforeignmissions.
 Strengthencommodityagreement.
 Appealfordebtreliefordebtconversion.
 Diversifyexports.
 Increasevolumeofexports.
 Improvequalityofexports.
 Encouragedepreciationofcurrency.
 Negotiateforremovaloftraderestrictionsonexports.

27.(a)Differentiatebetweenabsoluteadvantageandcomparativeadvantagetheoryof
costs.

The principle of absolute advantage states that“given two countries,two
commoditiesandthesameamountofresources,onecountryisabletoproduce
bothcommoditiesmorecheaplycomparedtotheothercountry.

While;

The principle ofcomparative advantage states that“given two countries,two
commoditiesandthesameamountofresources,acountryshouldspecializein
production ofa commoditywhere itincurs the lowest/leastopportunitycost
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comparedtotheothercountry.

(b)Explainthelimitationsofcomparativeadvantagetheoryofcosts.
 Assumestwocommoditiesbuttherearemanycommoditiesininternationaltrade.
 Assumestwocountriesyettherearemanycountriesinvolvedininternationaltrade.
 AssumesfullemploymentofresourcesyetinLDCsthereisunemploymentand

underemploymentofresources.
 Assumesconstanttechnologywhichisnottruebecausetechnologykeeps

changingovertime.
 Assumesbartertradeyetthereismonetaryexchange.
 Assumesthatdemandiselasticyetdemandforagriculturalproductsisinelastic.
 Itassumesfreetradeyettherearetradebarriers/restrictionsininternationaltrade.
 Itassumesnotransportcostswhichisnottruebecausetransportcostsare

reflectedinthepricesofcommodities.
 It assumes absence of currency restrictions yet countries have different

currencieswhichcreatesdifferencesinexchangerates.
 Itassumesmobilityoffactorsofproductioninternallyandimmobilityoffactorsof

production externally yetthere are some degree ofmobility offactors of
productioninternationallyandimmobilityoffactorsofproductioninternally.

 Itignorestheexistenceofthelawofdiminishingreturnsyetthelawexists.
 Itassumes constantcomparative advantage among countries yetthis may

changewithtimeasnewresourcesarediscoveredandoldonesgetexhausted.

28.(a) DescribethefeaturesofUganda’spopulationstructure.
 Thepopulationismainlyrural-based.

 Thereishighpopulationgrowthrate.

 Dominatedbytheyoung.

 Thefemalesaremorethanthemales.

 Majorityofthepopulationissemi-skilledandunskilled.

 Thereisahighlevelofilliteracy.

 Theproductivelabourforceofthepopulationismainlyengagedinprimary
productione.g.agriculture.

 Bigsizeofthepopulationlivesbelowtheinternationalpovertyline.
 ThereisunevenspatialpopulationdistributioninUganda.

(b)AssesstheimplicationofUganda’spopulationstructure.
PositiveimplicationsofUganda’spopulationstructure

 Highmarketpotential.
 Highpotentialforlabourforce.
 Hightaxpotential.
 Highpotentialforincreasedresourceutilization.
 Thereispotentialforinnovationsandinventions.

 Thereishighinitiativetoworkhardtosustainthepredominantlydependentpopulation.
 Itisanincentiveformassiveinvestment.

 Itawakensthegovernmenttoitsresponsibilityofprovidingthenecessaryinfrastructure.
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 Itencourageslabourmobility.

NegativeimplicationsUganda’spopulationstructure
 Thereislowlabourproductivity.
 Thereishighdependenceburden.
 Itresultsintounemploymentandunderemployment.
 Thereislimiteddomesticmarketforgoodsandservices.
 WorsensBalanceofPaymentproblems.
 Theavailableinfrastructureisoverstrained.
 Thereishighgovernmentexpenditureonprovisionofsocialservices.
 Worsensruralurbanmigrationanditsassociatedproblems.
 Worsensincomeinequality.
 Itresultsintobraindrain.
 Itresultsintohighsocialcostsinform ofpollution.
 Effectiveplanningforthepopulationbecomesdifficult.
 Thereisquickresourceexhaustion/depletion.

29.(a)WhataretheobjectivesoflabourorganizationsinUganda?

N.B:Labourorganization/tradeunionisanassociationformedbyworkerstobargainfor
increasedwagesandimprovedconditionsofworkforitsmembers.
 Todemandforimprovedworkingconditions.
 Tobargainforhigherwages.
 Toimprovetheskillsoftheirmembers.
 Topromoteunityamongmembers.
 Toadvocateforhumanrightsofmembers.
 Toprotectworkersfrom unfairdismissal.
 Toadvisethegovernmentonissuesregardingmanpowerplanning.

(b)Whatfactorslimittheabilityoflabourorganizationstoobtainapayrisefortheir
membersinUganda?

 Poorleadership.
 Small/limitedmembership(lowlevelsofunionization)
 Disunityofworkers.
 Politicalinterference
 Limitedfunds.
 Limitedskillsofthemembers.
 Highlevelofunemployment
 Lowdemandfortheproductsproducedbymembersofthetradeunions
 Lowprofitabilityoffirms.
 Lowdemandforlabour.
 Highlevelsofcorruption.
 Poorinfrastructure.

(c)Explainthemethodsusedbylabourorganizationstoobtainwageincreasesfor
theirmembers.

 Collectivebargaining/Roundtablediscussions.
 Goonstrike/violentstrike.
 Sitdownstrike.
 Demonstrations.
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 Courtaction.
 Mediation(industrialarbitration).
 Goslowmethod.
 Mediawars/sabotage/boycott/Decampaigning.
 Abductionofkeymembersofmanagement.
 Picketing.

30.(a) Distinguishbetweenwagefreezeandwagerestraint.

Wagefreezeisatendencybythegovernmenttoholdwagesattheirexistinglevelfor
specified

periodoftimesoastocontrolinflation.

Or
Itisthelegallybackedholdingofwagesattheirexistinglevelforaspecificperiodto

control
inflation.

While;
Wagerestraintisavoluntaryrestrictionofwageincreaseswherethegovernment

encourages
tradeunionsandemployerstomoderatetheirdemandforwageincreasessoasto

control
inflation.

Or
Itiswherethegovernmentappealstotheemployersintheprivatesectortostop

increasing
wagesforsometimeduringinflation.

(b)AccountforwagedifferentialsinUganda.
 Differencesinnaturejobs.
 Variationsinlevelofskills/educationandtraining.
 Differencesinbargainingstrengthofindividualworkers.
 Differencesintradeunion’sabilitytobargainforwages.
 Differencesincostofliving.
 Differencesinemployer’sabilityandwillingnesstopayworkers.
 Differencesinnumberofhoursworked-(thecaseoftimeratesystem).
 Differencesinquantityofoutputproduced(thecaseofpieceratesystem)
 Differencesinelasticityofsupplyoflabour.

 Discriminationinthelabourmarketonthebasisofgender,age,religionandrace.

 Differencesinexperience/expertise/responsibility/seniority.
 Differencesinelasticityofdemandforaproductthatlabourproduces.
 Differencesintalentsornaturalgifts.
 Government/employers’policyonwageswhichtendstobenon-matching.

31.(a)ExplainthedifferentformsofdependencethataredepictedbyUganda’seconomy.

N.B:EconomicDependenceistherelianceofaneconomyonothereconomies
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(countries)forsurvival/development.

Sectoraldependence

Directeconomicdependence

Externalresourcedependence

Tradedependence

(b)WhataretheeconomicimplicationsofdependenceinUganda’seconomy?
 WorsensBOPproblems.
 Itencourageslaziness(itkillslocalinitiative).
 Itcausestechnologicalunemployment.
 ItleadstopoliticaldominationofUgandabydonors.
 Itresultsintounderutilizationofnaturalresources.
 Theeconomyissubjectedtoinappropriateandundesirableexternaldecisions.

 Itleadstoeconomicdominationbyforeigners.
 Itleadstoculturalerosion.
 Itresultsintofluctuationinpricesofagriculturalproducts.
 Itworsensexternaldebtburden.
 Distortseconomicplanning.
 Resultsintopoliticalinterferenceinthecountrybytheforeigners.

32.(a) Distinguishbetweentradeprotectionistpolicyandtradeliberalization
policy.

Protectionism isaneconomicpolicyofrestrictingtradebetweencountriesthrough
methodsliketariffsonimportedgoods,useofquotasetc.

While;

TradeLiberalizationistheremovalofunnecessarycontrolsontradehencegiving
peoplethelibertytoengageintradewithoutunduegovernmentcontrolse.g.total
ban,quotas,tariffs,administrativecontrolsetc.toincreasevalue,volumeand
benefitsoftrade.

(b)ExaminetheeconomicimplicationsoftradeliberalizationpolicyinUganda.

Positiveimplications:
 Providesrevenuetogovernment-(throughtaxation).
 Improvesqualityofgoodsandservices-(duetocompetition)
 Providesemploymentopportunities-(throughhiringoflabour).
 Widensconsumerchoices-(duetoproductionofavarietyofgoodsandservices).
 Promotesexploitation/utilizationofresources-throughincreaseduseofresources).
 Promotesdevelopmentoflabourskills(increasesskillsoflabour)-throughtraining.
 Facilitatesdevelopmentofinfrastructure–throughconstructionofroads.

 Promotestechnologicaldevelopment(Promotesinnovationsandinventions).
 Promotesefficiency-duetocompetition.
 Promoteseconomicgrowth/GDP.
 ImprovesBalanceofPaymentposition-throughproductionforexport
 Promotescommercializationoftheeconomy.
 Promotesindustrialization.
 Promotesdevelopmentofentrepreneurialskills.
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 Diversifiestheeconomy.

Disadvantagesoftradeliberalization
 Itresultsintounemployment.
 Thereisconsumerexploitation.
 Thereisresourceexhaustion.
 Thereisdistortionofconsumerchoices.
 Thereisduplicationofeconomicactivitieshenceresourcewastage.
 Itworsensincomeinequalities.
 Itencouragescapitaloutflow.
 Itleadstoresourcemisallocation.
 Itleadstocollapseoflocalfirmsduetocompetition.
 ItworsenstheBOPproblem.
 Itresultsintomonopolyanditsassociatedevils.
 Leadstosocialcosts.

33.(a) Examinethefactorsthathaveinfluencedthelevelofforeigndirect
investment

inUganda.N.B:Usehas/have.
 Levelofinfrastructuraldevelopment
 Availabilityofrawmaterials
 Natureoflandtenuresystem.
 Existingstockofcapital
 Politicalclimate
 Leveloftechnology
 Labourskills
 Marketsize
 Levelofaccountability
 Availabilityoftaxincentives/leveloftaxationandsubsidization/governmentpolicyon

investment
 Theentrepreneurialability
 Degreeofconservatism
 Rateofinflation
 Degreeofliberalizationoftheeconomy
 Levelofpublicityofinvestmentopportunitiesinthecountry
 Sizeofthepublicsector/levelofprivatization

(b)WhatmeasuresarebeingtakentoattractforeigninvestorsinUganda?
 Investmentincentivesarebeingprovidedtoinvestors.
 Entrepreneurialskillsarebeingimproved
 Technologyisbeingimproved.
 Politicalstabilityisbeingmaintained.
 Labourskillsarebeingimproved.
 Marketsarebeingwidened/expanded.
 Affordablecapitalisbeingprovidedtoinvestors.
 Inflationisbeingcontrolled.
 Infrastructureisbeingimproved.
 Landreformsarebeingadopted.

34.(a) Describethefeaturesofagooddevelopmentplan.
Hint:Whilestatingfeatures,Beginas:Itshouldbe……
 Itshouldbecomprehensive.
 Itshouldbeconsistent.
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 Itshouldhaveagoodsequence.
 Itshouldbeoptimal(inresourceuse).
 Itshouldbeeconomicallyfeasible.
 Itshouldbecompatible.
 Itshouldbeproportional(inallocationofresources).
 Itshouldbepoliticallyacceptable.
 Itshouldbesociallyrelevant.
 Itshouldbeinternationallyrelevant.
 Itshouldhaveanelementofcontinuity

(b)Accountforthelimitedsuccessofimplementingeconomicdevelopmentplans
in

Uganda.
 Limitedstatisticaldata/information.
 Politicalinstability.
 Highratesofinflation.
 Limitedskilledlabour/limitedlabourskills.
 Limitedfunds.
 Poorinfrastructure.
 (Highlevelsof)corruption.
 Interferencebypoliticians.
 Unforeseennaturalcalamities.
 Dependenceonexternalresources/foreignaid..
 Highpopulationgrowthrate.
 Overambitiousplanning/plansbeingtooambitious.
 Limitedwillbythepeople.
 Non-responsivegrowingprivatesector.

35.(a)Whatistherationaleforundertakingdevelopmentplanningindeveloping
countries?

 Tocontrolinflation/toattainpricestability.
 Toreduceincomeinequality.
 Toreducetheunemploymentproblem.
 Tosolicit/requestforforeignaid
 Topromoteresourcemobilization.
 Toreducedependenceonothercountries/Topromoteself-reliance
 Topromoteeconomicgrowth.
 Toimprovethebalanceofpaymentposition.
 Toidentifyareassuitableforpublic&privateinvestment.
 Toencouragepublicparticipationinthedevelopmentprocess.
 Torelatecurrentcircumstances/activitiestofuturetrends&targets.
 Forproperallocationofscarceresources.
 Tocorrectthedefectsofpricemechanism especiallyduringrapidstructuralchanges.
 Toensureconsistentuseofresources.

(b)Explainthefactorsthataffecttheeffectivenessofeconomicdevelopment
planning.

 Politicalclimate.
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 Availabilityofstatisticaldata/information.
 Availabilityoffunds.
 Rateofinflation.
 Levelofdevelopmentinfrastructure.
 Levelofaccountability.
 Labourskills/Levelofsupplyofskilledmanpower
 Degreeofpoliticalinterference.
 Levelofdependenceonexternalresources/foreignaid(forplanning).
 Degreeofambitiousnessofplanning/ambitionoftheplanrelativetomeans.
 Levelofdependenceonnature/theconducivenessofnaturalfactors.
 Levelofgovernmentcommitment.
 Degreeofresponsivenessoftheprivatesector.

SummaryofTenses
FUTURETENSE

Suggestmeasuresthatshould
betakentopromoteeconomic
growthinUganda.
HINT:Useshould/can/may

PRESENTCONTINUOUS
TENSE(“Now”Tense)

Whatmeasuresarebeing
taken to promote
economic growth in
Uganda?
HINT:Use
is/are/does/……ing

PASTPARTICIPLETENSE(PAST
TENSE)

Whatmeasureshavebeen
takentopromoteeconomic
growthinUganda?
HINT:Usehas/have

Infrastructureshouldbe
improved.Thiscanreducethe
costofproductionandincrease
profitsofinvestors.Thiscan
promoteinvestmentand
productionofmoregoodsand
serviceswhichcanpromote
economicgrowth.

Infrastructureisbeing
improved.Thisisreducing
thecostofproductionand
increasingprofitsof
investors.Thisis
promotinginvestmentand
productionofmoregoods
andserviceswhichis
promotingeconomic
growth.

Infrastructurehasbeen
improved.Thishasreduced
thecostofproductionand
generatedmoreprofitstothe
investors.Thishaspromoted
investmentandproductionof
moregoodsandservices
whichhaspromotedeconomic
growth.

Landreformsshouldbe
adopted.Thiscanpromote
accessibilitytolandby
investorstosetupdifferent
businesses.Thiscanpromote
investmentandproductionof
moregoodsandserviceswhich
canpromoteeconomicgrowth.

Landreformsarebeing
adopted.Thisispromoting
accessibilitytolandby
investorstosetup
differentbusinesses.This
ispromotinginvestment
andproductionofmore
goodsandserviceswhich
ispromotingeconomic
growth.

Landreformshavebeen
adopted.Thishaspromoted
accessibilitytolandby
investorstosetupdifferent
businesses.Thishas
promotedinvestmentand
productionofmoregoodsand
serviceswhichhaspromoted
economicgrowth

Economistsprayer:

Fatherofalllawsandtheories,Kingofallelasticitiesandmarketstructures,wethankyou

forthesupplyofgoodsandservicespluspoliticalstability,sendusyourspirittoguideus

inthisinflation,enableustofightincomeinequalitythroughproperdistributionof

resources,reducethetaxesimposedongoodsleadingtolowprofitmargins.Equipus
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withskillsandcapitaltofightunemployment.Inyournamewepray.Amen.


