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Question 1 
 

(a) The concept of elasticity is used in many disciplines. It measures the degree 
of responsiveness of one variable as a result of a given change in the other 
variable. This concept has also been used by economists to analyze supply 
and demand with greater precision. This concept of elasticity has also been 
very important to multinational companies in assessing the demand and 
supply of their products in various markets. For instance, the idea of cross 
elasticity of demand is implicitly used in assessing whether a proposed 
merger between two large firms will substantially reduce competition.  
 

Required: 
 

(i) Distinguish between Elasticity of Demand and Elasticity of Supply. 
(2 marks) 

 

(ii) Using Century Bottling and Crown Beverages as examples of two large 
firms, explain how government can let the proposed merger of the 
two firms to happen. 

(5 marks) 
(iii) Discuss the application of the concept of elasticity in day to day 

economic situations. 
(8 marks) 

 

(b) Decision making is an integral part of today’s business management. The 
application of economics is not limited to business organizations but all 
nature of organizations that use its tools to make decisions. A good decision 
is based on logic, available data and possible alternatives while applying 
quantitative approach. Once good decisions are made by a firm, better 
results will be experienced by the firm in the form of growth, profitability as 
well as the achievement of other goals of the firm. 
 

Required: 
 

As an expert in Managerial Economics and Public Finance, explain ways in 
which organizations can use Economics in managerial decision making.  

(10 marks) 
(Total 25 marks) 
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Question 2  
 

(a) Uganda has implemented liberalization policies since the 1990’s. The advent 
of economic liberalization resulted in the introduction of competition in 
almost all sectors of the economy. Ever since the Ugandan economy was 
liberalized, the market forces of demand and supply have been key in the 
determination of goods and services demanded or supplied in the country. 
The private sector has since excelled in provision of social services for 
instance education and health. Liberalization of the economy has led to 
competition and therefore improving efficiency in service delivery as the 
citizens are able to access high quality goods and services. However, this 
has been seen to have both positive and negative effects on Uganda’s 
economy. 
 

Required: 
 

As an expert in Managerial Economics and Public Finance, discuss the 
positive and negative effects of liberalization policy on Uganda’s economy.  

(10 marks) 
 

(b) Businesses constitute one part of the private sector. Regardless of the type 
of business organization, all companies must assume liabilities to facilitate 
growth and operations. The liability of business owners depends on the 
specific type of business organizations. These are also characterized by their 
own strategies, management and organizational relationships. People 
usually choose a given type of business organization depending on their 
tastes and preferences. They may decide to choose a sole proprietorship 
business, partnership or even form companies. All these business forms 
have their requirements as well as advantages. 
 

Required: 
 

With your expertise as a Managerial Economist and Public Finance Specialist, 
write short notes on the following terms: 
 

(i) Sole Proprietorship. (2 marks)
(ii) Partnership. (2 marks)
(iii) Corporation (2 marks)

 

(c) Uganda which is classified as a developing country in terms of economic and 
social development has significant natural resources as its salient features. 
Records from the Ministry of Finance, Planning and Economic Development 
of Uganda indicate that the economy has been steadily growing over the 
past decade. This growth has attracted several investors to come and invest 
in the country which has further boosted government revenue and also 
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helped to solve some of the persistent problems in Uganda like the 
unemployment problem. 
 

Required: 
 

Using illustrations, discuss the salient features of Uganda’s economy. 
(9 marks) 

(Total 25 marks) 
 

Question 3  
 

(a) The capital market industry has various products available to it. In Uganda, 
there are three products that one can trade in the capital market. These 
are; shares, collective investment schemes and bonds. This has since greatly 
improved Uganda’s economic performance. Nevertheless, trade in foreign 
currencies often witness random fluctuations in the exchange rate system. 
 

Required: 
 

As an expert in Managerial Economics and Public Finance; 
 

(i) Define the concept of devaluation of a currency. 
(2 marks) 

(ii) Discuss the role of capital markets in the development of a nation.  
(10 marks) 

 

(b) According to World Bank Statistics of 2022, unemployment in Uganda has 
been reported to settle at 4.28 percent. Uganda has set skilling workshops, 
funds and other measures to curb the unemployment problem. Youth 
unemployment remains a serious challenge in many Sub-Saharan African 
Countries. For Uganda’s case, a report from Uganda’s Bureau of Statistics 
(UBOS) reveals that the share of unemployed youth among the total 
unemployed persons in the country is 64 percent. The UBOS report further 
reveals that urban youth are more likely to be unemployed (12 percent) than 
rural youth (3 percent). Interestingly, the report notes that unemployment 
increases with the level of education attained, among other factors. The 
table below shows unemployment data collected from one of the cities in 
Uganda.  

 

Number of people (November 2022)
Population (Age 15+) 3,196,470 
Labor Force 2,071,590 
Employed 1,966,630 
Unemployed 104,960 
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Required:  
 

Use your expertise and knowledge to: 
 

(i) Compute the Labor Force participation rate and unemployment rate 
for the city. 

(6 marks) 
(ii) Explain the causes of the persistent unemployment problem in 

Uganda. 
(7 marks)  

(Total 25 marks) 
Question 4  
 

(a) Tax is one of the sources of public revenue in Uganda. In Uganda’s 
economy, tax rates can be raised and also new taxes can be introduced to 
meet the numerous needs of the government. These tax adjustments are 
mainly done by parliament of Uganda. Taxes in Uganda are collected by 
Uganda Revenue Authority for remittance in the consolidated fund. These 
taxes can either be direct or indirect. An ideal tax system is the one that 
fulfils certain principles and yet helpful in achieving the set objectives of the 
government. As an expert in Managerial Economics and Public Finance, you 
have been hired to address salient tax issues to new trainees in an 
organization. 
 

Required: 
 

In relation to the above scenario, explain the salient tax issues to address 
to the trainees of an organization. 

(11 marks) 
 

(b) Central governments usually take loans to cover a number of activities. 
Sometimes, public revenue is not sufficient to address developmental and 
social welfare issues. In such a case, the government has to borrow funds 
both from within and outside the country. Nevertheless, if a county borrows 
excessively, debts can pile up. 
 

Required: 
 

As an expert in Managerial Economics and Public Finance, discuss the 
reasons why a country should incur public debt. 

(14 marks) 
(Total 25 marks) 

 
 
 

29



Question 5 
 

(a) From economic theories, Economic Growth is measured as an aggregate 
increase in output of an economy and economic development on the other 
hand is considered to be a multi-dimensional concept involving 
improvements in welfare. Critics have however, pointed out that national 
income is a narrow measure of welfare since it does not consider non-
economic aspects of welfare like environment, freedom or access to health 
and education. This explains the reason why critics of Gross Domestic 
Product (GDP) as a measure of economic growth highlight that “economic 
growth is a necessary but not a sufficient condition for economic 
development”. 
 

Required: 
 

With credible reasons, explain the above statement as highlighted by critics. 
(5 marks) 

 

(b) A recently published World Bank working paper entitled, “The rise and the 
fall of import substitution strategy of industrialization”, examined the 
arguments for import substitution strategy of industrialization in developing 
economies and drew lessons from it. Nonetheless, in Uganda’s context, the 
National Development Plan III emphasizes on “replacement of imported raw 
materials by the locally manufactured raw materials” as one of the key 
drivers of development that Uganda must pursue between the financial 
years 2020/21 and 2024/25 in order to achieve development objectives. The 
National Planning Authority also prepared an Import Substitution Action Plan 
to guide the implementation of this strategy. 
 

Required: 
 

As a Managerial Economist, discuss ways through which developing 
economies can achieve import substitution strategy of industrialization, with 
Uganda as a case study. 

(10 marks) 
 

(c) The 21st Century depicts a time of spectacular technological progress. 
Unfortunately, not all of world economies benefit from it. Many economies 
have already been left behind and risk falling even further behind due to the 
political, economic and social consequences of rapidly expanding inequality. 
Although tremendous technological leaps are being made in the world, the 
economic and social benefits remain geographically concentrated, especially 
in developed countries. Too often, the Least Developed Countries (LDCs) 
remain far behind if not excluded entirely from the new development. This 
is not because they lack the determination and the will to develop but 
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because of the serious and various development challenges that these 
countries continue to face.  
 

Required: 
 

As an expert in Managerial Economics and Public Finance, explain the 
challenges that developing countries often face in the development of 
appropriate technology so as to participate fully in an increasingly 
competitive global market. 

(10 marks) 
(Total 25 marks) 
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Question 1 
 

(a) Due to scarcity of resources, the decisions in an economic system like 
what to produce, how to produce and to whom to produce are made 
through price mechanism. It is an important method of allocating and 
rationing resources in a free market economy. Price mechanism system 
allows buyers and sellers to determine the price of a commodity. Prices 
adjust accordingly and resources are allocated to where they are most 
valued. 

 

Required: 
 

As an expert in managerial economics and public finance, explain the role 
of price mechanism in resource allocation. 

(8 marks) 
(b) In the past 30 years, Uganda has worked towards achieving economic 

growth reforms and poverty reduction. However, the country remains a 
low-income country and income inequality in Uganda is an issue. 
According to a 2022 research article , Uganda’s inequality has been 
aggravated by several factors; uneven land distribution, household sizes, 
disparities in access to education, inequalities in employment opportunities 
among others. In the recent discussions, it has been noted that “income 
inequality in Uganda is not only a problem for the present but also affects 
future generations”. As an expert in managerial economics and public 
finance, you have been chosen to join a panel dialogue on income 
distribution. 

 

Required: 
 

In relation to the above statement, discuss the key highlights in the recent 
discussions. 

(10 marks) 
(c) An important component of managerial decision making is the 

determination of the productivity of inputs used in production process. 
Measuring productivity evaluates the effectiveness of a production process 
and making input decisions.  

 

Required: 
 

Write short notes on the following concepts in productivity. 
 

(i) Average product 
 

(2 marks) 
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(ii) Marginal product 
(2 marks) 

(iii) Diminishing marginal returns 
(3 marks) 

(Total 25 marks) 
Question 2  
 

(a) In the early years, the government of Uganda had set policies for 
regulating prices of products in the country. Economist argue that price 
control is the most obvious violation of competition law in all jurisdictions 
that enforce competition law. In Uganda, government has in theory 
eliminated price controls in the domestic market through the consistent 
pursuit of free-market trade and economic policies. However, the absence 
of an autonomous and competent competition authority undermines 
adherence to the quest for market-determined pricing structures. 

 

Required: 
 

(i) Define the term “price control”. 
(2 marks) 

(ii) Explain the reasons why the government needs to regulate prices of 
commodities in an economy. 

(12 marks) 
(b) In the recently established industrial park, a certain firm is interested in 

the procurement of a machine to improve the production process. A 
consultant presented a proposal with two capital projects involving the 
purchase of two machines; A and B.  As an expert in managerial 
economics and public finance, you have been hired to evaluate the 
proposals and advise management having been given the information 
below relating to the cashflows of both machines. 
 Net Cash Flows (Shs. ‘000’) 
 Machine A Machine B 
Initial Cost 50,000 45,000 
Year 1 25,500 12,500 
Year 2 24,500 15,500 
Year 3 17,000 21,000 
Year 4 14,000 38,000 

Required: 
 

Evaluate the projects using the Net Present Value criterion at a discount 
rate of 10% and advise management on an admissible project. 

(11 marks) 
(Total 25 marks) 
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Question 3 
 

(a) The Central bank of Uganda was established under the Bank of Uganda 
Statute (1993) to supervise, regulate, control and discipline all financial 
institutions, insurance companies and pension funds, as stipulated in 
section 5(j) of the statute. It also makes provisions for regulating the 
issuing of legal tenders and maintaining a sound financial structure, 
adequate and reasonable banking services for the public. 

 

Required: 
 

Discuss the role of the central bank in the development of an economy. 
(10 marks) 

 

(b) Uganda’s involvement in regional and global trade is limited to a narrow 
range of products, mostly primary products or semi-processed agricultural 
products. However, there are prospects for its manufactures in regional 
markets following the recent growth of the country’s manufacturing 
capacity. Deteriorating terms of trade and current account balances have 
in the recent past had a negative effect on Uganda’s balance of payments 
position. 

 

Required: 
 

As an expert in managerial economics and public finance, explain the 
following concepts as used in trade. 

 

(i) Terms of trade. 
(3 marks)  

(ii) Balance of payment. 
(3 marks) 

(c) Inflation reflects the annual percentage change in the cost to the average 
consumer of acquiring a basket of goods. From the macro trends, 
Uganda’s core inflation is expected to be 3.0% by the end of this quarter. 
In a working paper titled “Dynamics of inflation in Uganda”, a single 
equation Error Correction Model (ECM) was used. It was grounded on the 
quantity theory of money including both external and domestic variables. 
The main finding was that both external and domestic factors explain 
dynamics in inflation in Uganda. 

 

Required: 
 

With illustrations, discuss the main findings of the working paper.  
(9 marks) 

(Total 25 marks) 
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Question 4 
 

(a) Public revenue enables the government to fulfil its economic and social 
objectives. A significant amount of the public revenue goes towards 
providing healthcare, education, welfare schemes, and also towards the 
defense services. Over time, the government of Uganda has explored 
various tax policies. In order to generate tax revenue, Uganda Revenue 
Authority has implemented different campaigns to sensitize the general 
public about taxes. However, it has been realized that the ability of 
individuals and businesses to pay taxes is still low. As an expert in 
managerial economics and public finance; 

 

Required: 
 

(i) Discuss the sources of government revenue. 
(7 marks) 

(ii) Explain the reasons why Uganda’s taxable capacity is still low.  
(10 marks) 

(b) In a broader macro-economic context for public policy, governments seek 
to ensure that both the level and the rate of growth in their public debt are 
fundamentally sustainable over time and can be serviced under a wide 
range of circumstances. They face policy choices concerning debt 
management objectives and practices that can also reduce vulnerability to 
public debt. 

 

Required: 
 

Discuss the strategies in which public debt management is carried out.  
(8 marks) 

(Total 25 marks) 
Question 5 
 

(a) Most modern economists accept that economic growth takes place through 
various stages. At any given time, an economy can lie within one of the 
stages. In the 1960’s, Rostow introduced the concept of stages of 
economic growth. Given proper utilization of natural resources of a 
country, economics scholars have shown that an increase in the 
production of goods and services leads to economic development. 
However, some economies are described as under-developed when 
economic development is in progress or incomplete. 

 

Required: 
 

(i) Discuss the various stages of economic growth according to Rostow. 
(10 marks) 
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(ii) Explain the characteristics of under-developed economies. 

(7 marks) 
(b) In the production of commodities, different techniques can be adopted. 

Both small and large firms aim at selecting new and innovative methods of 
production. A producer can adopt either a capital-intensive technique or 
labor-intensive technique. 

 

Required: 
 

(i) With an illustration, distinguish between the capital-intensive and 
labor-intensive techniques as used in production. 

(2 marks) 
(ii) Explain the factors that determine the choice of a production 

technique for a producer. 
(6 marks) 

(Total 25 marks) 
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Managerial Economics & Public Finance - Paper 4

Present value interest factor of Shs 1 per period at r% for n periods nr1  
Period  1% 2% 3% 4% 5% 6% 7% 8% 9% 10% 11% 12% 

1  0.990 0.980 0.971 0.962 0.952 0.943 0.935 0.926 0.917 0.909 0.901 0.893 
2  0.980 0.961 0.943 0.925 0.907 0.890 0.873 0.857 0.842 0.826 0.812 0.797 
3  0.971 0.942 0.915 0.889 0.864 0.840 0.816 0.794 0.772 0.751 0.731 0.712 
4  0.961 0.924 0.888 0.855 0.823 0.792 0.763 0.735 0.708 0.683 0.659 0.636 
5  0.951 0.906 0.863 0.822 0.784 0.747 0.713 0.681 0.650 0.621 0.593 0.567 
6  0.942 0.888 0.837 0.790 0.746 0.705 0.666 0.630 0.596 0.564 0.535 0.507 
7  0.933 0.871 0.813 0.760 0.711 0.665 0.623 0.583 0.547 0.513 0.482 0.452 
8  0.923 0.853 0.789 0.731 0.677 0.627 0.582 0.540 0.502 0.467 0.434 0.404 
9  0.914 0.837 0.766 0.703 0.645 0.592 0.544 0.500 0.460 0.424 0.391 0.361 
10  0.905 0.820 0.744 0.676 0.614 0.558 0.508 0.463 0.422 0.386 0.352 0.322 
11  0.896 0.804 0.722 0.650 0.585 0.527 0.475 0.429 0.388 0.350 0.317 0.287 
12  0.887 0.788 0.701 0.625 0.557 0.497 0.444 0.397 0.356 0.319 0.286 0.257 
13  0.879 0.773 0.681 0.601 0.530 0.469 0.415 0.368 0.326 0.290 0.258 0.229 
14  0.870 0.758 0.661 0.577 0.505 0.442 0.388 0.340 0.299 0.263 0.232 0.205 
15  0.861 0.743 0.642 0.555 0.481 0.417 0.362 0.315 0.275 0.239 0.209 0.183 
16  0.853 0.728 0.623 0.534 0.458 0.394 0.339 0.292 0.252 0.218 0.188 0.163 
17  0.844 0.714 0.605 0.513 0.436 0.371 0.317 0.270 0.231 0.198 0.170 0.146 
18  0.836 0.700 0.587 0.494 0.416 0.350 0.296 0.250 0.212 0.180 0.153 0.130 
19  0.828 0.686 0.570 0.475 0.396 0.331 0.277 0.232 0.194 0.164 0.138 0.116 
20  0.820 0.673 0.554 0.456 0.377 0.312 0.258 0.215 0.178 0.149 0.124 0.104 
              

Period  13% 14% 15% 16% 17% 18% 19% 20% 21% 22% 23% 24% 
1  0.885 0.877 0.870 0.862 0.855 0.847 0.840 0.833 0.826 0.820 0.813 0.806 
2  0.783 0.769 0.756 0.743 0.731 0.718 0.706 0.694 0.683 0.672 0.661 0.650 
3  0.693 0.675 0.658 0.641 0.624 0.609 0.593 0.579 0.564 0.551 0.537 0.524 
4  0.613 0.592 0.572 0.552 0.534 0.516 0.499 0.482 0.467 0.451 0.437 0.423 
5  0.543 0.519 0.497 0.476 0.456 0.437 0.419 0.402 0.386 0.370 0.355 0.341 
6  0.480 0.456 0.432 0.410 0.390 0.370 0.352 0.335 0.319 0.303 0.289 0.275 
7  0.425 0.400 0.376 0.354 0.333 0.314 0.296 0.279 0.263 0.249 0.235 0.222 
8  0.376 0.351 0.327 0.305 0.285 0.266 0.249 0.233 0.218 0.204 0.191 0.179 
9  0.333 0.308 0.284 0.263 0.243 0.225 0.209 0.194 0.180 0.167 0.155 0.144 
10  0.295 0.270 0.247 0.227 0.208 0.191 0.176 0.162 0.149 0.137 0.126 0.116 
11  0.261 0.237 0.215 0.195 0.178 0.162 0.148 0.135 0.123 0.112 0.103 0.094 
12  0.231 0.208 0.187 0.168 0.152 0.137 0.124 0.112 0.102 0.092 0.083 0.076 
13  0.204 0.182 0.163 0.145 0.130 0.116 0.104 0.093 0.084 0.075 0.068 0.061 
14  0.181 0.160 0.141 0.125 0.111 0.099 0.088 0.078 0.069 0.062 0.055 0.049 
15  0.160 0.140 0.123 0.108 0.095 0.084 0.074 0.065 0.057 0.051 0.045 0.040 
16  0.141 0.123 0.107 0.093 0.081 0.071 0.062 0.054 0.047 0.042 0.036 0.032 
17  0.125 0.108 0.093 0.080 0.069 0.060 0.052 0.045 0.039 0.034 0.030 0.026 
18  0.111 0.095 0.081 0.069 0.059 0.051 0.044 0.038 0.032 0.028 0.024 0.021 
19  0.098 0.083 0.070 0.060 0.051 0.043 0.037 0.031 0.027 0.023 0.020 0.017 
20  0.087 0.073 0.061 0.051 0.043 0.037 0.031 0.026 0.022 0.019 0.016 0.014 
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Present value interest factor of an (ordinary) annuity of Shs 1 per period at r% for n periods 
r
r n11  

Period 1% 2% 3% 4% 5% 6% 7% 8% 9% 10% 11% 12% 
1 0.990 0.980 0.971 0.962 0.952 0.943 0.935 0.926 0.917 0.909 0.901 0.893 
2 1.970 1.942 1.913 1.886 1.859 1.833 1.808 1.783 1.759 1.736 1.713 1.690 
3 2.941 2.884 2.829 2.775 2.723 2.673 2.624 2.577 2.531 2.487 2.444 2.402 
4 3.902 3.808 3.717 3.630 3.546 3.465 3.387 3.312 3.240 3.170 3.102 3.037 
5 4.853 4.713 4.580 4.452 4.329 4.212 4.100 3.993 3.890 3.791 3.696 3.605 
6 5.795 5.601 5.417 5.242 5.076 4.917 4.767 4.623 4.486 4.355 4.231 4.111 
7 6.728 6.472 6.230 6.002 5.786 5.582 5.389 5.206 5.033 4.868 4.712 4.564 
8 7.652 7.325 7.020 6.733 6.463 6.210 5.971 5.747 5.535 5.335 5.146 4.968 
9 8.566 8.162 7.786 7.435 7.108 6.802 6.515 6.247 5.995 5.759 5.537 5.328 
10 9.471 8.983 8.530 8.111 7.722 7.360 7.024 6.710 6.418 6.145 5.889 5.650 
11 10.368 9.787 9.253 8.760 8.306 7.887 7.499 7.139 6.805 6.495 6.207 5.938 
12 11.255 10.575 9.954 9.385 8.863 8.384 7.943 7.536 7.161 6.814 6.492 6.194 
13 12.134 11.348 10.635 9.986 9.394 8.853 8.358 7.904 7.487 7.103 6.750 6.424 
14 13.004 12.106 11.296 10.563 9.899 9.295 8.745 8.244 7.786 7.367 6.982 6.628 
15 13.865 12.849 11.938 11.118 10.380 9.712 9.108 8.559 8.061 7.606 7.191 6.811 
16 14.718 13.578 12.561 11.652 10.838 10.106 9.447 8.851 8.313 7.824 7.379 6.974 
17 15.562 14.292 13.166 12.166 11.274 10.477 9.763 9.122 8.544 8.022 7.549 7.120 
18 16.398 14.992 13.754 12.659 11.690 10.828 10.059 9.372 8.756 8.201 7.702 7.250 
19 17.226 15.678 14.324 13.134 12.085 11.158 10.336 9.604 8.950 8.365 7.839 7.366 
20 18.046 16.351 14.877 13.590 12.462 11.470 10.594 9.818 9.129 8.514 7.963 7.469 

             
Period 13% 14% 15% 16% 17% 18% 19% 20% 21% 22% 23% 24% 

1 0.885 0.877 0.870 0.862 0.855 0.847 0.840 0.833 0.826 0.820 0.813 0.806 
2 1.668 1.647 1.626 1.605 1.585 1.566 1.547 1.528 1.509 1.492 1.474 1.457 
3 2.361 2.322 2.283 2.246 2.210 2.174 2.140 2.106 2.074 2.042 2.011 1.981 
4 2.974 2.914 2.855 2.798 2.743 2.690 2.639 2.589 2.540 2.494 2.448 2.404 
5 3.517 3.433 3.352 3.274 3.199 3.127 3.058 2.991 2.926 2.864 2.803 2.745 
6 3.998 3.889 3.784 3.685 3.589 3.498 3.410 3.326 3.245 3.167 3.092 3.020 
7 4.423 4.288 4.160 4.039 3.922 3.812 3.706 3.605 3.508 3.416 3.327 3.242 
8 4.799 4.639 4.487 4.344 4.207 4.078 3.954 3.837 3.726 3.619 3.518 3.421 
9 5.132 4.946 4.772 4.607 4.451 4.303 4.163 4.031 3.905 3.786 3.673 3.566 
10 5.426 5.216 5.019 4.833 4.659 4.494 4.339 4.192 4.054 3.923 3.799 3.682 
11 5.687 5.453 5.234 5.029 4.836 4.656 4.486 4.327 4.177 4.035 3.902 3.776 
12 5.918 5.660 5.421 5.197 4.988 4.793 4.611 4.439 4.278 4.127 3.985 3.851 
13 6.122 5.842 5.583 5.342 5.118 4.910 4.715 4.533 4.362 4.203 4.053 3.912 
14 6.302 6.002 5.724 5.468 5.229 5.008 4.802 4.611 4.432 4.265 4.108 3.962 
15 6.462 6.142 5.847 5.575 5.324 5.092 4.876 4.675 4.489 4.315 4.153 4.001 
16 6.604 6.265 5.954 5.668 5.405 5.162 4.938 4.730 4.536 4.357 4.189 4.033 
17 6.729 6.373 6.047 5.749 5.475 5.222 4.990 4.775 4.576 4.391 4.219 4.059 
18 6.840 6.467 6.128 5.818 5.534 5.273 5.033 4.812 4.608 4.419 4.243 4.080 
19 6.938 6.550 6.198 5.877 5.584 5.316 5.070 4.843 4.635 4.442 4.263 4.097 
20 7.025 6.623 6.259 5.929 5.628 5.353 5.101 4.870 4.657 4.460 4.279 4.110 
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Solution 1 
 

(a) (i) Difference between elasticity of demand and elasticity of supply 
 

Elasticity of Demand refers to degree of responsiveness of quantity 
demanded of a commodity due to given percentage change in a factor 
that affects quantity demanded. 
While  
Elasticity of Supply refers to degree of responsiveness of quantity supplied 
of a commodity due to given percentage change in the price of the 
commodity. 
 

(ii) How government can let the proposed merger of the two firms to happen. 
If the cross elasticity between Coke and Pepsi Century Bottling and Crown 
Beverages is high, it makes them strong substitutes for each other. In 
addition, both firms Century Bottling and Crown beverages constitute a 
big percentage of all carbonated drinks. If taken together or merged, the 
high cross elasticity and the large market shares suggest that the 
government is likely to block the merger. This is because the merger 
would substantially lessen competition. 
In the contrast, the cross elasticity between Coke and fuel is low or zero, 
a merger between Century Bottling and Shell Oil company would have a 
minimal effect on competition so the government would let that merger 
happen. 
 

(b) Application of the concept of elasticity in day to day economic situations.  
 

 It allows economists to analyze supply and demand with greater precision. 
Since it allows analysis of the effect on quantities from other factors that 
affect demand and supply. 

 Elasticity helps in government taxation: The government imposes taxes on 
goods in which the price is inelastic there by generating high revenue. 
This is because increase in price due of the tax does not greatly affect 
quantity demanded. On the other hand, commodities which are price 
elastic attract lower taxes because higher taxes discourage their 
consumption therefore the government gets less revenue. 

 Used in determining subsidies: Subsidies are negative taxes that reduce 
the cost of production and reduce prices. Government usually subsidizes 
production of commodities with elastic demand. 

 Fixing price utilities: The knowledge of price elasticity of demand is 
important when the government is determining price of public utilities e.g. 
water and electricity. If the product is price inelastic, a higher price will be 
charged than when its price elastic. 

 Used in wage determination: Low wages are paid to unskilled labor with 
elastic demand and high wages to skilled labor with inelastic demand. 
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 Used in price discrimination: price elasticity helps monopolists in practice 
of price discrimination i.e. selling the same type of goods to different 
customers at different prices. A monopolist charges a low price in market 
where demand is elastic and a high price in market where demand is 
inelastic. 

 Elasticity helps consumers plan for their expenditures. Expenditures is 
likely to be high if demand for that commodity is inelastic and low if the 
demand for the good is elastic. 

 Elasticity is used in devaluation: Devaluation is the legal reduction of the 
value of a county’s currency in terms of other currencies. It is aimed at 
increasing foreign exchange by the government, increasing the level of 
export and reducing on the volume of imports. This policy is more 
successful when imports and exports are price elastic. 

 
(c) Ways in which organizations can use Economics in managerial decision making.  
 

 Pricing: Managerial economics assists businesses in determining pricing 
strategies and appropriate pricing levels for their products and services. 
Some common analysis methods are price discrimination, value-based 
pricing and cost-plus pricing. 

 Price sensitivity: Economists can determine price sensitivity of products 
through a price elasticity analysis. 

 Operations and Production: Managerial economics uses quantitative 
methods to analyze production and operational efficiency through 
schedule optimization, economies of scale and resource analyses. 
Additional analysis methods include marginal cost, marginal revenue and 
operating leverage.  

 Investments: Many managerial economic tools and analysis models are 
used to help make investing decisions both for corporations and savvy 
individual investors. These tools are used to make stock market investing 
decisions and decisions on capital investments for a business.  

 Risk: Uncertainty exits in every business and managerial economics can 
help reduce risk through uncertainty model analysis and decision-theory 
analysis.  

Solution 2  
 

(a) Effects of the liberalization policy on Uganda’s economy.  
 

Positive effects of liberalization policy 
 Liberalisation results in higher foreign investment in the nation. The 

investments are in different sectors such as manufacturing, industrial, and 
infrastructural. 

 With liberalisation, the investment amount in several sectors is increased. 
This increment lowers the risk of recession in these industries.  
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 Basic infrastructure: As the investment increases, this basic facility also 
develops, and several industries start to grow. This results in high demand 
for employment and reduces the problem of unemployment. 

 Liberalisation lubricates the manufacturing of a nation. The smooth 
functioning of different sectors gives better GDP (gross domestic product) 
as an end product. 

 The growth in the gross domestic product increases the export of the 
product and reduces the import of the goods. This reduces the 
dependency of the nation over the other nation(s). 

 The infrastructure of the nation is developed rapidly with the growth of 
the industries. New highways, lines of electricity, and communication are 
installed. Technology is developed by the use of foreign technology in 
industrial applications. 
 

 Negative effects of the liberalization policy 
 

 Liberalisation managed to develop some regions rapidly while it lacked 
behind in the other regions. This gap of development divided the nation 
into two different regions. 

 Heavy investment in developed industries disadvantaged the small-scale 
industries severely. The small industries could not match the quality and 
price of the mass production of big companies after liberalisation. 

 Liberalisation of industries increases the inflation rate. One section of the 
nation becomes richer while the other section struggles even more to 
survive. 

 Trade liberalization means that firms will face heavy competition from 
abroad. It can increase dependence on foreign nations for 
technology, foreign exchange, etc. 

 This can result in economic instability as any change in currency in the 
foreign market will have a major impact on the economy. 

 This can result in an increase in acquisitions and mergers. This will make 
employees of smaller companies less skilled. This can lead to stagnation 
of productivity. 
 

(b) write short notes on the following terms: 
 

(i) Sole proprietorship 
It is where the ownership is characterized by one individual. It is the least 
complex type of business due to the minimal government regulation on 
this type of business. Small businesses such as local grocery stores are 
examples of sole proprietorships. A local grocery store is typically owned 
by one person who works as the manager and employee. The sole owner 
is then responsible for all operational aspects of the business. 

 

(ii) Partnership. 
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Partnership is where there is agreement between two or parties for a 
common goal. It can be either general or limited. General partnerships 
allow both partners to invest in a business with 100% responsibility for 
any business debts. They don't require a formal agreement. Limited 
partnerships require owners to file paperwork with the state and compose 
formal agreements that describe all of the important details of the 
partnership, such as who is responsible for certain debts. 
 

(iii) Corporation. 
A corporation is a business organization that acts as a unique and 
separate entity from its shareholders. A corporation pays its own taxes 
before distributing profits or dividends to shareholders. 

 

(c) The salient features of Uganda’s economy. 
 

 It is dominated by the agricultural sector (predominantly subsistence in 
nature). Majority of Uganda’s   population   is employed   in the 
agricultural   sector.   It is also the major   source of food and foreign  
 exchange   earner   for the country. 

 It has small but growing industrial sector. Most   of the   industries    are 
small   and   mainly concentrated   in urban areas.  The few large 
industries   are owned by foreigners.   The industrial sector contributes  
 less than 15% of GDP. 

 It is a mixed economy. There is existence of both public and private 
ownership and allocation   of resources.  Investments   which require 
huge capital are owned and controlled   by the government. 

 It is a dual economy. A dual economy   is one where there is co-existence  
 of two contradicting sectors where one is modern and desirable while the 
other is traditional   and undesirable.   Uganda is technologically, socially, 
economically   and regionally   dualistic in nature. 

 It is an open economy. Uganda interacts with other countries in terms of 
trade.  It exports to and imports from other countries.   Uganda’s  
 exports are mainly primary   products   while the imports are mainly oil 
products, capital and manufactured’ goods. 

 It is mainly a dependent economy. Uganda greatly depends on other 
countries in terms of trade and other resources for survival.  It mainly 
depends on international   trade as a source of imports. 

 It is characterized by unskilled   and semi-skilled   labour force.   
Uganda’s     labour    force   is characterized   by high levels of illiteracy  
 due to low levels of education   and lack of experience for particular 
technical jobs. 

 It is mainly characterized by high population growth rate. This is due to 
high fertility rates and lack of effective family planning programs.   This 
leads to high dependence   burden and pressure on social services 
especially in urban areas. 
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 There is wide spread unemployment and under employment. This is due 
to limited production, investment   and other employment   creating 
activities resulting   from the high degree of resource underutilization. 

 It is mainly characterized by poorly developed and inadequate social-
economic infrastructure. This is in form of poor roads, poor health and 
educational   facilities and inadequate   power supply which limit 
investment   in the country. 

 It is mainly characterized by poor entrepreneurship. Uganda’s    economy  
 is mainly comprised of   incompetent    entrepreneurs     who   lack   the  
 required    skills   to   start   and   sustain    business enterprises.   This 
leads to resource misallocation   and mismanagement. 

 
Solution 3  
 

(a)  
(i) Define the concept of devaluation of a currency.  

This means to lower the value of the domestic currency in terms of the 
foreign currency. 
 

(ii) Discuss the role of capital markets in the development of a nation.   
 

 Mobilization of savings. Capital markets increase the proportion of long-
term savings that is channeled through long term investment. 

 It is a source of cheap and long-term financing for government and 
corporations. It offers an opportunity for investors to buy and sell their 
securities hence earn interest on them. 

 It aids in capital formation. In a developing economy, capital markets aid 
in wealth creation which improves conditions for production hence growth. 

 It is a channel savings into efficient investments. The capital gains from 
prices of securities help in accumulative investment over time that creates 
opportunities for growth in wealth. 

 It helps in regulation of funds. They ensure effective utilization since they 
are guiding factors for people to channel their funds 

 It finances economic growth and development. They create a suitable 
financial condition to attain investment in infrastructural development 
which accelerates economic growth. 

 
(b) Compute the labor force participation rate and unemployment rate for the city.  

Labour force participation rate= (Labour force/Population) *100 
= (2,071,590/3,196,470) *100= 64.8% 
Unemployment rate= (Unemployed/Labour force) *100 
= (104,960/2,071,590) *100= 5.1% 
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(i) Causes of the persistent unemployment problem in Uganda. 
 

 Rapid growth of population: The fact that population grows faster the rat 
rate at which employment is created; many people remain unemployed. 

 Existence of the defective (poor) education system: The education system 
is theoretical in nature therefore prepares job   seekers   instead   of job  
 creators.   The white-collar    jobs   are in short supply yet the turnover 
of the   education   system is high, leaving many school graduates  
 unemployed. 

 Rural urban migration: Due to rural-urban    wage   gap and other   push  
 and pull   factors, most people migrate   from rural areas to urban 
centers primarily   in search of better wage employment opportunities 
which are not always available   in urban centers.   Since   the rate of 
rural to urban migration   is higher   than the rate of urban employment    
creation, many migrants   from rural areas become unemployed   in urban 
centers. 

 Use   of   inappropriate     technology:  Use of capital-intensive   
 production   technique by some industries reduces the demand for labour 
hence unemployment. 

 Discrimination and sectarianism in labour market: This is based on tribes, 
gender, religion, political   ideologies    and many other socio- economic 
factors. This leaves   some members of the society unemployed    due to 
1ack of connections. 

 Seasonal variations in economic   activity: This is brought about by 
climatic changes especially in the agricultural   sector leading to seasonal 
unemployment, 

 Lack of information regarding the presence of jobs in the labour market. 
This leads to frictional unemployment. 

 Existence of political instabilities in developing   countries.  Political  
 insecurity   destroys productive infrastructures   and distorts production 
activities.    This greatly discourages   both domestic and foreign 
investment hence unemployment. 

 Lack of serious manpower planning by the government: Governments do 
not effectively   relate training in higher    institutions     of   learning   
 with   the   available     employment     opportunities. 
Consequently, more labour force is produced   for certain professions  
 than the country’s   ability to absorb   the   trainees.   This   results   into  
 surplus   labour   supply    for   certain   professions     hence 
unemployment. 

 Poor infrastructural facilities: This is in form of poor   road  
 network, poor   communication facilities etc. which lead to   low levels of 
investments   hence unemployment. 

 The poor land tenure system: Land tenure system refers to the rights 
regarding ownership   and use of land   in the economy.  Some people 
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have plenty of land   which is under-utilized   while others do not have 
land at all and therefore they remain unemployed. 

 High levels of poverty: Most people earn low incomes and therefore   this 
leads to low aggregate demand.   This discourages   investments   hence 
low levels of economic   growth and employment. 

 

Solution 4  
 

(a) In relation to the above scenario, explain the salient tax issues to address to the 
trainees of an organization  
Direct tax is one levied on an individual’s income e.g. income tax whereas an 
indirect tax is levied on consumer’s expenditure e.g. excise duty, customs duty 
and VAT. 
The main principles of an ideal tax system include: 
 Equality: A tax must be imposed in such a way that the incidence of the 

tax must be equal on different individuals. 
 Economy: The cost of collecting and administering should not exceed the 

revenue gained. 
 Convenience: The tax must be imposed in such a way that the time and 

method of tax payment may be convenient for the tax payer. 
 Certainty: The amount of tax and time and method of payment should be 

certain. 
 Productivity: Every tax imposed should give greater income to the 

government.  
 Elasticity: It must be possible to increase or decrease the taxes according 

to the economic situation of the country. 
 Adjustable: A tax should be capable of variation, both up and down 

according to the changes in policy.  
 Flexibility: There must be no hinderances in a way of government to 

impose tax. 
 Simplicity: Tax system must be simple so that people can know where the 

amounts collected are spent. 
 Diversity: There must be different types of taxes so that the burden of 

these taxes is on different groups of society. 
 Impartial: All citizens should be taxed the same. 
 Consistency: It should be consistent with the government policy. 

 

(b) As an expert in managerial economics and public finance, discuss the reasons 
why a country incurs public debt. 
 To supplement on the government revenue from taxation. Usually, 

countries do not realize a lot of income from taxation so they incur debt to 
get enough revenue to meet all government expenditure. 

 The government needs to incur debt to ease the burden of taxation on the 
citizens in the short run. This is because high taxes may cause citizens to 
develop resentment towards the government. 
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 To fill the foreign exchange gap in the short run. Funds borrowed through 
public debt are used to fill the gap between foreign exchanged needed for 
the total expenditure abroad and the amount that is realized by a country 
as exchange receipts from abroad. 

 To fill the savings investment gap. This occurs when the country cannot 
realize sufficient funds for investment purposes from the domestic 
savings. 

 Governments borrow internally so as to control inflation and aggregate 
demand by reducing the amounts of money in circulation so as to reduce 
the disposable income and purchasing power. 

 To purchase capital goods in an effort to raise technological development 
as a result of technological transfer. 

 Governments borrow to achieve and maintain a given level of 
employment. Borrowing enables government to raise funds to build 
hospitals, schools so as to widen employment creation. 

 To be able to pay off pressing debts to other countries control especially 
using low interest loans to finance the high interest rates. 

 To build up a lot of foreign reserves enough to facilitate implementation of 
monetary policy and foreign exchange rate. 

 

Solution 5 
 

(a) Reasons why economic growth doesn’t lead to economic development 
 

 Economic growth is a narrower concept than economic development. 
Economic growth refers to an increase over time in a country`s real 
output of goods and services (GNP) or real output per capita income while 
economic development implies an upward movement of the entire social 
system in terms of income, savings and investment along with progressive 
changes in socioeconomic structure of country (institutional and 
technological changes). 

 Economic growth relates to a gradual increase in one of the components 
of Gross Domestic Product: consumption, government spending, 
investment, net exports and Economic development relates to growth of 
human capital indexes, a decrease in inequality figures, and structural 
changes that improve the general population's quality of life. However, 
GDP is a narrow measure of welfare. 

 Growth is concerned with increase in the economy's output and 
development is concerned with structural changes in the economy which 
means an increase in output can occur yet no changes in poverty, 
unemployment. 

 Growth brings quantitative changes in the economy and development 
brings qualitative and quantitative changes in the economy 

 

(b) Ways through which developing economies can achieve import substitution 
strategy of industrialization.  
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 Protectionism: enforcing tariffs and quotas to make foreign imports more 
expensive and inaccessible. Such revenue collected from tariffs can be 
injected into industries. 

 Increased taxation: generating funds to subsidize industrial growth. 
 Government subsidies for vital industries where the government induces 

industrialization. 
 Nationalization: Transferring private industries into government control. 
 Government loans: Government can offer subsidized loans to industries to 

increase their production. 
 Setting up domestic industries in order to create a self-sufficient internal 

market 
 

(c) Challenges developing countries often face in the development of appropriate 
technology so as to participate fully in an increasingly competitive global market. 
   

 Low levels of research and development: The correlation between 
investment in research and development and economic growth is well 
accepted. The greater the investment in R&D, the broader the scope for 
innovation that can drive growth. Most LDCs, the ratio of expenditure on 
R&D to gross domestic product remains low. This presents a key hurdle to 
building competitiveness and capacity to absorb and adapt to existing 
technologies. 

 Insufficient investment in capacity building: Modern technologies require a 
set capacity to consider hardware as well as software issues. Although 
investment in technological infrastructure is a prerequisite, investing in 
capacity-building to adapt to existing technology is just as important. 

 Low education and unskilled workforce: Most technologies from abroad for 
the growth of the industrial base require an educated and skilled 
workforce (science-literate citizens). This is key to advancing new 
technologies. LDCs are facing such obstacles. 

 In terms of the hardware obstacle, the lack of high-speed connectivity in 
LDCs poses a major challenge. Inadequate connectivity prevents access to 
the most promising broadband applications for education, health, finance 
and other sectors, as well as to global and regional knowledge networks. 
Most LDCs face great difficulties in making broadband Internet access 
available and affordable for all. 

 Outdated and inefficient technologies: This is due to lack of investment in 
technological infrastructure, skilling personnel and adaptation hence 
lagging behind. 
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Solution 1(a) 
Role of price mechanism in resource allocation: 

▪ Ideal allocation: This system ensures ideal allocation of resources. It means 
resources are used to maximize the production of goods from available 
resources. 

▪ Price mechanism promotes consumer sovereignty. Consumers demand through 
prices is often followed by the producers in their production decisions. 

▪ Automatic adjustment: This system brings automatic adjustment between 
demand and supply and helps to establish an equilibrium between them. 

▪ It ensures better quality of goods. Due to the high levels of competition among 
producers, they produce better goods to increase on their market share. 

▪ Incentive Device: Rising prices give a profit incentive for producers to produce 
more of a good or service (due to increased profits). 

▪ Maximum gain: This system is helpful to utilize the resources of the country for 
the maximum gain. It tends to harmonize the desire of the entrepreneur to get 
maximum profit and the desire of consumers to achieve maximum possible 
satisfaction. 

▪ The government incurs no cost of administration because the market system 
is automatic and doesn’t require government intervention. 

▪ Gives a sense of direction to producers: The price mechanism tells producers 
what consumers want. For example, an increase in demand for a good or 
service raises its price (because the demand curve shifts) and encourages firms 
to expand their supply, while a decrease in demand lowers the price and causes 
firms to contract their supply. 

▪ It leads to democratization of economic power between individual households 
and producers who make decisions basing on market-based prices and 
demand. 
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(b) Increased crime: An economy with income inequality tends to have higher crime 
rates. The disadvantaged members of a society may be more likely to suffer from 
resentment and hostility as a result of their economic position or competition over 

scarce jobs or resources, resulting in a higher propensity for criminal behavior. 
▪ Decreased Health: The disadvantaged members of country are subject to 

disproportionate occurrence rates of certain kinds of illnesses. Access to quality 
health care and healthy food is sometimes limited or unavailable for poor 
individuals. The result of a substantial poor population, a defining feature of 
economic inequality, is a less effective lower-income work force, higher disease 
and mortality rates, higher health care costs, and progressively deepening poverty 
for afflicted groups. 

▪ Reduced welfare spending and public investment: Since a greater share of the 
income distribution is earned by the very wealthy, governments have less income 
available to fund education, public amenities, and other services that the poor rely 
heavily on. This creates social separation, whereby the wealthy opt out in publicly 
funding services because their private equivalents are of better quality. This causes 
a cycle of increasing income inequality. 

▪ Increased political inequality:  When income distribution becomes concentrated in 
a small number of hands, political power tends to become skewed in favor of that 
small wealthy group. High-income groups are able and incentivized to manipulate 
government in their favor through both legal processes and through corrupt 
practices. Impoverished or working-class groups are simultaneously less able to 
become educated or participate in the political process as economic means become 
increasingly scarce. Wealthy groups receive political advantages in several 
different ways.  

▪ Decreased levels of education: With income inequality, the average level of 
education decreases while the number of educational elites increases. Absent 
private or public scholarship programs, the poor are unable to afford to pay for 
education or spend the time in school that could have otherwise been spent 
working.  

 
▪ Reduced economic growth: The more income inequality reaches a certain level it 

reduces growth. The growth rate of an economy would be higher if income 
inequality not increased. Consumer spending is good for economic growth but 
rising income inequality shifts more money to the top of the income distribution, 
where higher income individuals have a much smaller propensity to consume than 
lower-income individuals.  

 
▪ Decreased innovation: Increasing inequality leads to economic instability which 

harms innovation. Countries with the highest inequality have been found to be the 
least innovative in terms of generating new ideas and owning what they produce. 
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(c) 

(i) Average product        

It is a measure of the output produced per unit of input. It is the total product 
divided by the quantity used of the input. 

(ii) Marginal product        
It is the change in the total output attributable to the last unit of an input. For 

instance, marginal product of capital is the change in the total output divided by 

the change in capital. 

(iii) Diminishing marginal returns       

It is the range of input usage over which the marginal product declines. It’s one 
of the phases of marginal returns.  

 
Solution 2(a) 

(i) Price control means government mandated minimum or maximum prices 
set for specific goods and services. It implies government interference in 
price setting. 

(ii) Reasons why government should regulate prices of commodities 
in an economy: 

▪ Prices of agricultural products fluctuate: Price fluctuations cause problems 
for consumers and farmers. So, prices must be fixed to protect the interest 
of consumers. 

▪ To check inflation: Due to changes in prices, inflation can occur. Hence, 
price controls would enable the poor people to maintain their standard of 
living at a reasonable level. 

▪ Unstable market forces: In cases where they are not working effectively, 
and prices are raised by traders unnecessarily, price controls would help 
stabilize such in a market.  

▪ Encourage the production of import substitutes: price controls would imply 
stable and favourable prices and this would encourage people to locally 
produce. This would then improve the balance of payments. 

▪ Reduce monopoly tendencies: A few persons would establish their 
monopolies due to control over a substantial part of supply of a particular 
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product. Price controls would reduce such tendencies hence protecting the 
consumers against high prices. 

▪ To discourage income inequality: Since a few would own a major part of 
the national income from monopolies, this would lead to income 
inequalities. Hence price controls would help to distribute incomes evenly. 

(b)Evaluating the projects using NPV criterion: 

  Net Cash Flows (UGX ’000’)   Present Value 

  Machine A Machine B Discount Factor  Machine A Machine B 

Initial Cost 50,000 45,000 1 -  50,000  -  45,000  

Year 1 25,500 12,500 0.909     23,180     11,363  

Year 2 24,500 15,500 0.826     20,237     12,803  

Year 3 17,000 21,000 0.751     12,767     15,771  

Year 4 14,000 38,000 0.684      9,576     25,992  

   
NPV     15,760     20,929  

 
From the above calculations, Machine A has a net present value of UGX 15,760,000 
while Machine B has a net present value of UGX 20,929,000. Hence, I would advise 
the firm to consider procurement of Machine B since it earns a higher net present 
value making it more profitable.         

 
Solution 3(a)  
Roles of central bank in the development of an economy: 

▪ Issuance of currency: The printing and issue of currency is one of the main 
functions of a central bank. This is to bring uniformity, have better control over 
money supply, increase public confidence in the monetary system and control the 
lending of commercial banks. 

▪ Perform roles for the government: It receives deposits, cheques and drafts in the 
government account, gives short term and long-term advances to the government, 
provides foreign exchange to government etc.  

▪ Perform roles for the commercial banks: it is the custodian of the reserves of 
commercial banks, central clearing house, can discount bills of exchanges, 
maintain foreign exchange reserves at a desirable level. 

▪ Custodian of national reserve of foreign exchange: it can adopt the exchange 
control system hence maintaining the foreign exchange reserves at a desirable 
level. 

▪ Controller of credit: It regulates the volume of credit and currency in a country by 
setting reserve ratios, discount rates, open market operations and this stabilizes 
the internal price level of a country, foreign exchange rates and the money market. 
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(a)  

(i) Terms of trade.         

 This is a price index that shows a country’s export prices relative to its import 
prices. It shows the ratio at which different goods and services are exchanged 
between two countries. 

(ii) Balance of payment.        

This is a record of transactions between countries involved in international trade. 
It shows the receipts from exports and inflows of capital investments and spending 
on imports and outflows of capital investment. 

(b)  

▪ Increased money supply which is not backed by output. The total amount 
of money in circulation including cash, coins and bank balances; if money 
supply increases faster than the rate of production, it leads to inflation where 
too much money is buying few goods. 

▪ Demand pull effects (increased wages without increased output). The 
demand for certain goods and services is greater than the economy’s ability 
to meet those demands. When this demand outpaces the supply, there is 
an upward pressure on prices causing inflation. 

▪ National Debt financed by printing money. This makes people have more 
money and when supply stays consistent, it leads to price increases. 

▪ Cost-push effects (Increased prices of inputs eg power). Increased prices 
when the costs of wages and raw materials go up hence these costs are 
often passed down to consumers inform of high prices. 

▪ Exchange rate depreciation. This makes the country’s exports less expensive 
encouraging foreign nations to buy more of the devalued goods. This makes 
citizens buy goods at high prices. 

▪ High prices of imported raw materials (imported inflation). When the price 
of raw materials of all imported goods increases. This increases the prices 
due to increased cost of imported products. 

▪ Increased government expenditure: The increase in government expenditure 
would lead to an increase in the aggregate demand for goods and services and 
hence prices would go up. 
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▪ Lack of supply: The shortage of goods result in rises in the price level. This 
shortage can be due to decrease in production and for agricultural production, it 
can be due to changes in climate. 

▪ Increase in cost of production: When the cost of productions rises, it forces the 
producers to rise the prices hence inflation. The cost of production can rise due to 
high wage levels, high cost of raw materials etc. 

▪ Increase in population: The rapid rising population puts pressure on the demand 
for goods and services. If the supply of goods and services fail to match with the 
demand, the general price level goes up. 

 
Solution 4(a) 

Sources of government revenue 

▪ Taxes: This includes direct as well as indirect taxes. direct taxes levied on the 
direct income and indirect taxes levied on the goods and services consumed. 

▪ Fees: Fees are charged and become payable whenever you avail any service 
rendered by the government. This includes education fees, fees paid to get certain 
certificates and licenses, property registration fees, business registration fees, etc.  

▪ Fines and Penalties: Fines and penalties are levied on those who break the 
country’s laws and rules. For example, tax evasion attracts severe penalties from 
the government. Violation of environmental laws or corporate governance laws is 
punishable with fines in addition to jail term.  

▪ Gifts, Grants and Donations: The government often receives gifts and donations 
from the citizens of the country and that serves as one of the sources of public 
revenue. The government may also receive grants from other countries’ 
governments or institutions set up to aid countries, such as the United Nations.  

▪ Special Evaluation: Special evaluation or assessment is the payment made by 
property owners in a particular locality in exchange for some special facilities 
extended to them by the government. For example, local bodies can levy a charge 
against water supply to the area, or for providing underground drainage pipe 
system to a gated community, etc.  

▪ Public Companies Surplus: The government owns and operates many public 
companies that offer services to the citizens of the country.  

(i) Reasons why Uganda’s taxable capacity is still low: 

 
▪ Taxpayers’ psychology (negative attitudes): The way people feel and think about 

taxes can have a big impact on whether they follow the rules and pay their taxes 
willingly. Negative attitude can affect a person’s ability to pay taxes, including not 
seeing the importance of paying taxes, lack of trust in the government, and 
thinking that the tax system is unfair.  
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▪ High levels of Inflation: Due to inflationary factors, the prices of goods and services 
increase. Thus, the real income of the country is reduced and the taxable capacity 
also reduces in that proportion. 

 
▪ Nature of the government: Assumptions that country that is ruled by a dictatorial 

type of government makes the taxable capacity of the people lower. 

▪ State of economic development: Sine this is a developing country, the stage of the 
economic development of a country will affect its taxable capacity.  

▪ Unfavorable taxation System: Uganda is described to have a tax system that 
produces adverse effects on people’s productive capacity, then its taxable capacity 
will inevitably reduce. 

▪ High government expenditure: If the governments’ major part of its expenditure 
to is on nonproductive areas like arms and ammunition hence it does not 
encourage production then the taxable capacity will be lower. 

▪ Low levels of income and wealth: Uganda is characterized with low levels of 
income and wealth and this will imply low taxable capacity.  

▪ Uneven wealth distribution in the Country: Since the wealth of a country is 
unequally distributed, then its taxable capacity will be low since most of the rich 
do not pay taxes. 

▪ High levels of population:  While keeping other things constant, if the population 
size increases, the taxable capacity of the country will decline.  

▪ Low standard of living: The low standard of living of the people implies their 
productive power will also be low. It means that the income level of these people 
will be low, decreasing their capacity to pay taxes.  

▪ Income instability: Uganda lacks stability in the national income. Since the majority 
of the people fulfil their livelihood from agriculture and incase if instabilities in 
production. Thus, the taxable capacity of in such instances is usually low. 

(c) Strategies in which public management is carried out: 

▪ Use of the surplus budget: If the budget of the government is a surplus during a 
particular year, this surplus can be used to pay public debts. 

▪ Sinking fund: Government can create a sinking fund where every year, a specific 
amount is deposited and after some time, the fund can be used to pay a public 
debt. 

▪ Capital levy: This is by imposing a special tax to high income earners or rich 
persons and use the tax revenues generated to repay debt. 

▪ Conversion: Government gets a new loan at a low rate of interest and this can be 
used to repay any previous loan carrying a high interest rate. 
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▪ Repudiation: This is where a government repudiates its obligation and refuses to 
pay any debt. 

Solution 5(a) 

(i) Stages of economic growth according to Rostow: 

▪ The traditional society: The structure is developed within limited production 
functions on pre-science and technology. To a great extent, the productivity 
depends on agriculture. 

▪ The pre-conditions to take-off/ transition stage: This will bring an economy 
in a state of transition. Here, the pre-conditions are developed like change in 
attitudes, entrepreneurs appear, rise in investments etc. 

▪ The take-off stage: It covers a relatively short period and it is the interval during 
which the rate of investment increases in such a way that the real output per 
capita rises and this initial increase carries with it radical change in technologies of 
production. 

▪ The drive to maturity: This describes a long interval of sustained growth. During 
this time, the economy progressively grows and it drives to extend modern 
technology in the production. 

▪ The age of high mass consumption: It is a stage of high living. The leading 
sectors shift towards durable consumer foods and services.  

(ii) Characteristics of underdeveloped economies: 

▪ Low per capita income: In under-developed countries, per capita income is low as 
compared to developed countries. Due to low income, savings are too low and it 
results in low investment which is the main cause of low process of development. 

▪ Population pressure: In under-developed countries, the rate of population growth 
is too high. This slows the process of development. 

▪ Backward population: Due to low levels of literacy, the population in under 
developed economies is backward. Workers are not trained and this leads to low 
efficiency. Also, the rate of unemployment being high. 

▪ Dependency on one sector: The economy of an under-developed country depends 
on only one sector and other sectors remain under-developed. 

▪ Under-developed resources: Natural resources are not fully utilized and this can 
be due to lack of technology and capital to enhance resource utilization. 

▪ Lack of capital: Short of capital is a serious problem in under-developed 
economies. This leads to low saving and investment levels. 
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▪ Unstable export sector: The exports of most under-developed economies consist 
of raw materials whose prices are unstable on the international market. 

 

Capital-intensive technique is one that involves the use of greater amount of 
capital and few labourers while labor-intensive technique is one which uses 
more labourers and less capital (a few simple tools used). 

 

(i) Factors that determine the choice of a production technique for a 
producer: 

▪ Factor prices: Factor prices play an important role in the choice of technique. If 
capital is available in abundance and labour is expensive, then capital intensive 
technique will be adopted. On the other hand, if there is shortage of capital but 
labour is very cheap, then labour intensive technique will be adopted. 

▪ Factor efficiency: The efficiency of factors also determines the choice of technique. 
If capital is more efficient compared to labour, then capital intensive technique will 
be followed and vice versa. The use of technology can increase the production at 
a higher rate.  

▪ Substitution: The rate at which capital and labour can substituted affects the 
choice. For a product that can be made by manual labour or a machine, in such 
an instance, they can be substituted. But if the product can be done by only one 
method, then there is no substitution.  

s 
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Solution 1 
 

(a)  
(i) Production refers to the process of creating goods and services using various 

factors of production such as labor, capital, land, and entrepreneurship; 
while  
consumption is the use of goods and services by households and firms to 
satisfy their needs and wants. 

 

(ii) Illustrate how changes in production levels can impact the consumption 
patterns. 
 

Production and consumption are interconnected, as production creates 
income, which in turn is used for consumption i.e. the level of production in 
an economy influences the level of consumption, and vice versa. For example, 
an increase in production can lead to higher incomes, which may result in 
higher consumption levels. Similarly, an increase in consumption can drive 
higher demand for goods and services, potentially leading to increased 
production 
On the side of externalities, a production externality can occur when the 
production activities of a firm have an impact, positive or negative, on other 
firms or individuals e.g. pollution generated by a production activity and a 
consumption externality will arise when the consumption of a good or service 
by one party affects the well-being of others e.g. secondhand smoke from a 
consumer's cigarette.  

(b)  
(iii) Explain the different demand forecasting techniques that organizations can 

use for managerial decision making.  
Generally; 
Qualitative methods are often used when historical data is limited or 
unreliable such as market research and expert opinion. 
Quantitative methods rely on historical data and statistical models to make 
forecasts such as time series analysis, regression analysis, and econometric 
models. 
More detailed,  
✓ Trend Analysis: This method uses historical data to identify and project 

patterns or trends in demand over time. It is a simple and effective 
technique for small businesses with limited data. 

✓ Market Surveys/research: Conducting surveys to gather information 
directly from potential customers can provide valuable insights into 
future demand, especially for new or unique products or services. 

✓ Jury of experts/expert opinion: Involves a team of experts on the 
product, market to come up with demand forecasts. 

✓ Sales Force Composite/executive: Involves gathering input from the 
sales team to create a comprehensive demand forecast. This method 
can be particularly useful for small businesses with a dedicated sales 
force. 
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✓ Econometric Models: While more complex, econometric models can 
provide accurate forecasts by incorporating various economic factors 
that influence demand. This method may be suitable for small 
businesses operating in dynamic economic environments. 

✓ Combining Multiple Methods: Using a combination of forecasting 
methods can provide a more comprehensive and accurate demand 
forecast, helping small businesses mitigate the limitations of individual 
techniques 

(c)  
(i) Calculate the income elasticity of demand for smartphones. 

Let 𝑌𝐸𝐷 be the Income elasticity of demand 
 

𝑌𝐸𝐷 =
∆𝑄

∆𝑌
×

𝑌

𝑄
=

(185 − 150)

340,000 − 300,000
×

300,000

150
 

𝑌𝐸𝐷 =
35

40,000
×

300,000

150
= 1.75 

 

(ii) YED is a positive value. This means an increase in incomes led to an 
increase in demand for smartphones. Hence a smartphone is a normal 
good. 

 

Solution 2 
 

(a)  
✓ It reduces excess capacity in the economy by putting idle resources 

into use to take advantage of a high minimum price. 
✓ Minimum price results in increased investment. Since it ensures price 

stability, investors become confident thereby increasing the scale of 
their investments. 

✓ It encourages mass production since producers are induced to produce 
the commodity in large amounts due to a reasonable minimum price 
that is set above the equilibrium. 

✓ The unification of agricultural wholesale markets in a study showed an 
average increase in the modal prices of maize, leading to improved 
profit margins for smallholder farmers. 

✓ Employment opportunities are increased with greater investment. 
✓ Price fluctuations are controlled bringing economic stability that 

induces long-term planning and high output. 
✓ Government intervention in the form of price floors can lead to surplus 

production if the floor price is set above the equilibrium price, 
potentially leading to market distortions and increased consumer 
prices. 

✓ Additionally, high market prices resulting from government minimum 
grain prices that are above competitive benchmarks can lead to cost-
push inflation and impact the viability of maize value chain industries 
and consumer prices. 

✓ The surplus output realized due to overproduction can cause storage 
problems which can lead to wastage of output and resources 
committed to storage of the surplus. 
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✓ They can also lead to high costs of production where minimum prices 
are set on factors of production which discourage production. 

✓ It is costly to the government in terms of price support and 
administrative costs to ensure the minimum legislated price is adhered 
to. 

(b)  
(i) Find the firms’ Fixed Costs.  

𝑇𝑜𝑡𝑎𝑙 𝐶𝑜𝑠𝑡𝑠 = 𝐹𝑖𝑥𝑒𝑑 𝐶𝑜𝑠𝑡𝑠(𝐹𝐶) + 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒 𝐶𝑜𝑠𝑡𝑠(𝑉𝐶)  
Fixed costs = UGX 1,000  

 

(ii) Variable Cost function 𝑉𝐶(𝑞) = 𝑇𝐶 − 𝐹𝐶 
 

𝑉𝐶 = (1000 + 5𝑞 + 0.1𝑞2) − 1,000  
= 5𝑞 + 0.1𝑞2 

 

Average Variable Cost function (𝐴𝑉𝐶) 

𝐴𝑉𝐶(𝑞) =
𝑉𝐶

𝑞
=

5𝑞 + 0.1𝑞2

𝑞
= 5 + 0.1𝑞 

 

(c) Reasons why a country would carry out disinvestments, using Uganda as a 
case study.  

 

✓ Budgetary Constraints: Governments may engage in disinvestment to 
raise funds quickly, especially when faced with budgetary constraints 
or fiscal deficits. Selling state-owned assets can provide an injection of 
cash that can be used to fund government expenditures or reduce 
debt. 

✓ Privatization: Disinvestment often accompanies privatization efforts, 
where state-owned enterprises are sold to private investors or 
corporations. Governments may believe that private ownership will 
improve the efficiency, productivity, and profitability of these 
enterprises. Privatization can also reduce the financial burden on the 
government by transferring operational costs and risks to the private 
sector. 

✓ Market Liberalization: Disinvestments can be part of broader market 
liberalization efforts aimed at reducing government intervention in the 
economy. Governments may believe that reducing their ownership in 
industries and sectors will encourage competition, innovation, and 
economic growth by allowing market forces to operate more freely. 

✓ Improving Corporate Governance: Governments may divest from state-
owned enterprises to improve corporate governance practices. By 
reducing state control and introducing private ownership, companies 
may become more accountable, transparent, and responsive to market 
demands. This can lead to better management practices and more 
efficient allocation of resources. 

✓ Focus on Core Functions: Governments may choose to disinvest from 
non-core or underperforming assets to focus on their core functions, 
such as providing essential public services, infrastructure development, 
or social welfare programs. Selling off non-essential assets allows 
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governments to streamline operations and allocate resources more 
effectively. 

✓ Reducing Political Interference: State-owned enterprises are often 
subject to political interference, which can impede their efficiency and 
competitiveness. Disinvestment can reduce political influence on 
business decisions, allowing enterprises to operate based on market 
dynamics rather than political considerations. 

✓ Encouraging Foreign Investment: Disinvestments can attract foreign 
investors by offering opportunities to acquire stakes in previously state-
owned enterprises or assets. Opening up sectors to foreign investment 
can stimulate economic growth, facilitate technology transfer, and 
create employment opportunities. 

✓ Debt Reduction: Governments may use proceeds from disinvestments 
to retire debt obligations or invest in critical infrastructure projects. By 
reducing debt levels, governments can improve fiscal stability, lower 
borrowing costs, and enhance creditworthiness in financial markets. 

Solution 3 
 

(a) The different growth strategies that can encourage economic growth and 
development: 
 

✓ Big Push Theory: The Big Push theory suggests that developing 
economies often require a coordinated and simultaneous increase in 
investment across multiple sectors to overcome the barriers to 
development. According to this theory, individual investments in 
isolation may not be sufficient to kickstart development due to various 
coordination failures and externalities. Therefore, a "big push" 
involving large-scale investments in infrastructure, education, 
healthcare, and industry is needed to trigger a self-sustaining process 
of economic growth. 

✓ Balanced Growth: Balanced growth refers to a situation where all 
sectors of the economy grow at similar rates over time. In a balanced 
growth scenario, the development of agriculture, industry, and services 
occurs simultaneously and harmoniously. The concept of balanced 
growth was prominent in the development strategies of many 
countries. Governments often pursued policies aimed at achieving 
balanced development across different sectors to ensure equitable 
growth and reduce disparities between rural and urban areas. 

✓ Unbalanced Growth: Unbalanced growth refers to a situation where 
different sectors of the economy grow at different rates. This could 
occur due to various factors such as technological advancements, 
changes in consumer preferences, or government policies favoring 
specific industries. Some economists argue that unbalanced growth 
may be a natural outcome of economic development, as certain sectors 
may experience faster growth rates than others due to comparative 
advantages or economies of scale. It can lead to specialization, 
increased efficiency, and overall economic prosperity if managed 
effectively. However, unbalanced growth may also worsen income 
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inequalities and regional disparities if certain sectors or regions lag 
behind others in terms of development. 

 
(b) Definition of aggregate demand and its computation 
(i)  

Aggregate demand is the expenditure on goods and services produced within an 
economy. It includes all expenditure by all consumers, business firms, 
government agencies and net expenditure on exports. In a closed economy, AG 
DD= C+I+G. In an open economy, AG DD= C+I+G +(X-M). 

 
(ii) Computation of Aggregate Demand, AD 

AD= C+I+G +(X-M) 
= 500 + 0.8Yd+200+300+50 - 0.1Y 
=1,050+0.8Yd- 0.1Y 
 

(c) Role of capital markets in the development of a nation. 
 

✓ Mobilization of savings. Capital markets increase the proportion of 
long-term savings that is channelled through long term investment. 

✓ It is a source of cheap and long-term financing for government and 
corporations. It offers an opportunity for investors to buy and sell their 
securities hence earn interest on them. 

✓ It aids in capital formation. In a developing economy, capital markets 
aid in wealth creation which improves conditions for production hence 
growth. 

✓ It is a channel savings into efficient investments. The capital gains 
from prices of securities help in accumulative investment over time that 
creates opportunities for growth in wealth. 

✓ It helps in regulation of funds. They ensure effective utilization since 
they are guiding factors for people to channel their funds. 

✓ It finances economic growth and development. They create a suitable 
financial condition to attain investment in infrastructural development 
which accelerates economic growth. 
 

Solution 4 
 

(a)  
(i) Use examples to distinguish between tax avoidance and tax evasion.  

Tax avoidance is a situation where the tax paying unit reduces its tax liability 
by exploiting loopholes in the tax law for example by avoiding activities that 
are taxed or taking an action designed to lower the tax burden. 
While 
Tax evasion is the defaulting or deliberate refusal of the tax payer to pay all 
or part of a tax assessed on him for example not declaring income or property 
so as to pay less or no tax at all. 

 
(ii) Explain the reasons why Uganda has a low taxable capacity.  
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✓ Widespread poverty leads to low taxable capacity because the majority 
of the people have low levels of income falling below the threshold so 
the government has a few people to tax. 

✓ High-income disparities: there is a big income gap between the rich 
and the poor. The poor are so poor that they have almost nothing for 
the government to tax. The few rich people have a lot of economic and 
political influence that they do not pay all the taxes and at the rates 
they are supposed to pay. 

✓ Low level of industrialization. There are few industries since the 
agricultural sector is dominant and this means low incomes that have 
low tax liability leading to low taxable capacity. 

✓ Wide spread unemployment: a large number of people is unemployed 
and has no income that can be taxed leading to low taxable capacity. 

✓ Poor tax administration: the poor tax assessment, collection and low 
level of administration competence results into high levels pf tax 
evasion and tax avoidance leading to low levels of taxable capacity. 

✓ Poor sensitization of the masses on the need to pay taxes and the 
responsibility of citizens and on the use of taxes. Some taxes are hard 
to understand as a result there is high level of resistance by tax payers 
leading to low taxable capacity. 

✓ High levels of tax evasion and avoidance: the low level of benefits seen 
by the public from the taxes leads to high evasions and avoidance. The 
public can argue that there is no need to pay taxes where they see no 
service at all. This leads to low taxable capacity. 

✓ High levels of corruption of tax officials who help tax payers to falsely 
reduce their tax liability in exchange for kickbacks leading to loss of 
revenue by the government. 

✓ Poor population structure: the population is dominated by the young, 
women which leaves a few individuals liable to taxation. 

 
(b)  
(i) Explain the principle and assumptions of comparative advantage. 

 

The principle of comparative advantage states that each country will benefit if 
it specializes in the production and export of those goods that it can produce 
at relatively low cost and each country will benefit if it imports those goods 
which it produces at relatively high cost. 
The following are the assumptions of comparative advantage: 
✓ Existence of 2 countries in trade. 
✓ Production of two commodities. 
✓ Full employment of resources in both countries. 
✓ No trade barriers. 
✓ No transportation costs. 
✓ Constant technology. 
✓ Comparative advantage is constant in both countries. 

 

(ii) The data below shows the labour requirements for production of one unit of 
each good in Uganda and Kenya.  
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  Labour(man-hours) 

  Uganda Kenya 

Food 1 3 

Clothing 2 4 

 
✓ In Uganda, it takes 1 hour of labour to produce a unit of food while a 

unit of clothing requires 2 hours of labour. 
✓ In Kenya, the cost is 3 hours of labour for food 4 hours of labour for 

clothing. 
✓ It is clear, Uganda has absolute advantage in both goods for it can 

produce either one with greater absolute efficiency than can Kenya. 
✓ Uganda has comparative advantage in food while Kenya has 

comparative advantage in clothing. 
 

(c) As a case study of the East African Community (E.A.C), explain the objectives 
of such a regional body. 
 

✓ To create a monetary union by sharing a common currency and 
monetary policies. 

✓ To increase employment opportunities by allowing free movement of 
people across the region. 

✓ To create a common market and foster trade within the region. 
✓ To create trade and investment partnerships within the region.   
✓ To improve on the standards of living of the people in the region.  
✓ To foster the establishment and expansion of the industrial sector in 

the region. 
Solution 5 
 

(a) The common indicators of underdeveloped economies. 
 

✓ Low GDP per capita: Underdeveloped economies often have low levels 
of Gross Domestic Product (GDP) per capita, indicating limited 
economic output on a per-person basis. 

✓ High poverty rates: Underdeveloped economies typically have high 
levels of poverty, with a significant portion of the population living 
below the poverty line and struggling to meet basic needs such as 
food, shelter, and healthcare. 

✓ Limited access to education: Education is a critical indicator of 
development. Underdeveloped economies often have low levels of 
literacy and limited access to quality education, particularly among 
marginalized groups and in rural areas. 

✓ High unemployment and underemployment: Underdeveloped 
economies often suffer from high rates of unemployment and 
underemployment, with many individuals working in low-paying 
informal sectors with little job security or benefits. 

✓ High population growth rates: underdeveloped economies have high 
population growth rates due to high birth rates which results into high 
dependence ratio and the burden undermines development. 
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✓ Poor infrastructure: Underdeveloped economies often lack basic 
infrastructure such as roads, transportation networks, electricity, and 
sanitation systems, which can hinder economic development and 
quality of life. 

✓ Limited access to healthcare: Healthcare services are often inadequate 
in underdeveloped economies, with limited access to medical facilities, 
trained healthcare professionals, and essential medications. 

✓ High infant mortality and low life expectancy: Underdeveloped 
economies tend to have high rates of infant mortality and low life 
expectancy due to inadequate healthcare, poor nutrition, and other 
socioeconomic factors. 

✓ Income inequality: Underdeveloped economies often exhibit high levels 
of income inequality, with wealth and resources concentrated in the 
hands of a small elite while the majority of the population struggles to 
make ends meet. 

✓ Dependence on primary sectors: Underdeveloped economies may rely 
heavily on primary sectors such as agriculture, mining, and forestry, 
which offer limited opportunities for value addition and technological 
advancement. 

✓ Polity instability: They are characterized by unstable governments with 
political instability due to poverty and dictatorship. 

✓ Vulnerability to external shocks: Underdeveloped economies are often 
more vulnerable to external economic shocks such as fluctuations in 
commodity prices, natural disasters, and global economic downturns 
due to their limited capacity to diversify and adapt. 

(b)  
(i) Explain the meaning of the national budget as an instrument of economic and 

social policy. 
 

✓ A national budget is a statement or plan showing the estimate of 
revenue the government expects to raise in a given financial year and 
how it plans to spend it in a given fiscal year. Generally, it shows the 
total expected receipts by the government and the total expected 
revenue of the government in a given fiscal year. 
 

(ii) Discuss the components of a national budget. 
 

✓ The social, political and economic objectives of the budget i.e. what 
the economy needs to achieve(goals) in all spheres of the economy. 

✓ The monetary and fiscal strategies to be undertaken in the stated fiscal 
year i.e. the policies on tax reforms, interests’ rates, in the banking and 
business sectors. 

✓ Its total revenue to be raised in that fiscal year and how it’s to be 
raised i.e. the targeted revenue for the country and the different ways 
to attain the target like government expenditure reductions. 

✓ The total expected expenditure, the ways and nature of government 
spending in that financial year. the total amount of money that the 
government plans to spend during the fiscal year. 

✓ The current GDP in the country and the growth rate of GDP. 
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✓ The last years balance of payments positions i.e. the foreign exchange 
earnings and how to improve it. 

✓ The performance of the economy in the previous fiscal year in terms of 
output per sector, growth rate and social economic performance. 

✓ The contribution of various sectors like agriculture, industry and their 
growth rate for the past years and how they are to help improve on 
their performance in the current fiscal year. 

✓ It shows the current rate of economic growth and the targeted rate of 
economic growth. 
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