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TEST PAPER 1

CTA MAY 2018
Attempt four of the five questions

Question 1

(@) Mr. John Christopher Kizito owns Summit Bakery (SB). SB produces top
quality cakes. SB's price function isP=100,000-2¢. The firm’s total cost

function is T7C =100,000 + 0.5¢>, where q is the quantity of cakes.

Required:
Calculate the:
(a) profit maximising output. (5 marks)
(b) value of total cost. (5 marks)
(c) unit price for a cake. (5 marks)
(d) amount of profit. (5 marks)
(b)  Explain the different policy options that Mr. Kizito can consider in order to
increase the profit level of SB. (5 marks)
(25 marks)
Question 2

The government of Uganda intends to explore various tax policy options in order
to stabilise the economy. As an expert in managerial economics and public
finance, you have been approached by the Ministry of Finance, Planning and
Economic Development for advise.

Required:

(@) Discuss the constraints that may limit tax policy options available to
Uganda’s economy. (10 marks)

(b) Evaluate the factors that can be used to mitigate constraints facing
Uganda’s tax system. (10 marks)

(c) Explain the behaviour effect of taxation on Uganda’s economy.
(5 marks)
(Total 25 marks)
Question 3

(@) Mr. Patrick Opolo is dealing in second hand clothes in Natete market. The
demand for his products has been declining overtime due to oversupply of
the same products by his competitors in the market. For this reason, he
has decided to forecast the demand of his product in order to stabilise the
supply in the market.

Required:

(i)  Using the above scenario, explain the term trend projection method
of demand forecasting. (4 marks)
(ii)  Describe the purpose of carrying out demand forecasting.
(8 marks)
(ii) Describe the different statistical methods used in demand forecasting



(8 marks)
(b)  Explain the reasons why the demand curve has a negative slope.
(5 marks)
(Total 25 marks)
Question 4

In the recent past, members of the Budget Committee of Uganda’s Parliament
questioned the Minister of Finance, Planning and Economic Development on the
poor performance of the budget. This issue came about because of poor revenue
performance.

Required:
(@) Discuss the role of budgeting in Uganda’s economy. (10 marks)
(b)  Describe the Ugandan government budgetary process. (10 marks)
(c)  With the current high cost of living in Uganda, explain the implications on
Uganda’s economy if Bank of Uganda reduces lending rate. (5 marks)
(Total 25 marks)
Question 5

(@) Government of Uganda has been involved in trade with various countries
within and outside the region. You have been approached by the ministry
of Finance, Planning and Economic Development in order to inform
Uganda’s trade policy

Required:

Explain the following terms:

(i)  Terms of trade. (2 marks)
(i)  Volume of Trade. (2 marks)
(iii)  Balance of payment. (2 marks)

(b) The Government of Uganda has been involved in trade of wheat and
bananas with Kenya. The details of these trade dealings can be
illustrated as follows:

Commodities Kenya Uganda

Wheat (bushels per hour) 6 1

Bananas (bundles per hour) 4 2
Required:

Using the above illustration, explain the theory of comparative advantage in
the production and export of wheat and bananas between Uganda and
Kenya.

(11 marks)



Of recent, the trade dealing in (b) above have changed as per the details
below:

Commodities Kenya Uganda

Wheat (bushels per hour) 6 1

Bananas (bundles per hour) 2 4
Required:

Using the above illustration, explain the theory of absolute advantage in the
production and export of wheat and bananas between Uganda and Kenya.

(8 marks)

(Total 25 marks)



TEST PAPER 2
CTA NOVEMBER 2018

Attempt four of the five questions

Question 1

(@)

Recently, the Government of Uganda through public-private partnership
completed the Entebbe Express Highway. Unlike other highways, the use
of the Entebbe express shall attract a user fee.

Required:

Explain why the Entebbe Express Highway may lead to more efficient
utilisation than other free-to-use highways.

(6 marks)
(b) Distinguish between the following terms as used in managerial economics:
() public goods and private goods. (4 marks)
(i)  marginal cost and variable cost. (4 marks)
(iii) aggregate demand and aggregate supply. (4 marks)
(c) Explain the factors that should be the major focus of government of
Uganda in improving the welfare of its citizens.
(7 marks)
(Total 25 marks)
Question 2

Mr. Augustine Samanyana runs a bakery producing sawa bread. The demand for
Sawa Bread has been increasing overtime due to its good taste. Augustine has
consulted you as a public finance expert to advise him on the different demand
forecasting methods for his bread to avoid stock-outs.

Required:

(@)

(b)

(©

Explain to Augustine the following demand forecasting methods:

(i)  sample survey method. (3 marks)
(i)  statistical method. (3 marks)
(iii)  barometric method. (3 marks)
(iv) trend projection method. (3 marks)

Describe the stages involved in the end-use method of demand
forecasting.

(8 marks)
Considering sawa bread as a normal good, and with illustration, explain
what happens to the demand for the bread (sawa) when its price
increases.

(5 marks)

(Total 25 marks)



Question 3

The Uganda National Budget 2018/19 FY suggested a number of tax reforms
including increase of excise duty on bank charges and mobile money transfers.

Required:

(@) Using appropriate examples, demonstrate how such tax increases may be
used by government to achieve:

(i)  economic growth. (6 marks)
(i)  income redistribution. (6 marks)
(i)  poverty reduction. (6 marks)

(b) Explain the effects of a tax increase on consumer behaviour. (7 marks)
(Total 25 marks)
Question 4

Suppose that you have been contracted by government of Uganda to provide
critical advice on public finance reform policy in order to meet the objective of
allocation, distribution and stabilisation of the economy.

Required:

(@) Advise the government on public finance reform policy to achieve the
following:
(i) allocation. (3 marks)
(i)  distribution. (3 marks)
(ii)  stabilisation. (3 marks)

(b) Describe the role of government in economic development. (8 marks)

(c) Discuss the ways in which fiscal instruments may be used to stimulate
economic growth.
(8 marks)
(Total 25 marks)
Question 5

Uganda’s National Development Plan II aims at lifting the incomes of the poor
Ugandans and closing the income gap between the rich and the poor. Some
economists criticised the recent one per cent tax on mobile money transfers as
being a progressive tax. They argue that much as government is in need of
revenue it may instead widen the income gap.

Required:

(@) Discuss the effect of a progressive tax on consumer behaviour. (6 marks)
(@) Explain possible sources government revenues. (10 marks)
(b) Discuss principles of a good tax system. (9 marks)

(Total 25 marks)



TEST PAPER 3
CTA MAY 2019

Attempt four of the five questions

Question 1

(@)

The 2017 World Bank report on Uganda’s economic outlook indicated that
Uganda’s savings to gross domestic product (GDP) level ratio is less than
20% which is below the East African average. The low ratio implies that
both average and marginal propensities to save in Uganda are also low.

Required:
Explain the differences between:
(i)  average propensity to save and marginal propensity to save.

(3 marks)
(i)  gross domestic product and gross national product. (4 marks)
(b) Discuss the major factors that affect private savings in Uganda. (8 marks)
(c) Every year the Ministry of Finance, Planning and Economic Development
takes lead in the national budgeting process.
Required:
Explain the objectives of the national budgeting process. (10 marks)
(Total 25 marks)
Question 2
(a) Differentiate between the following terms as used in international trade:
(i)  ‘Terms of trade’ and ‘terms of payment'. (2 marks)
(i)  ‘Volume of trade’ and ‘value of trade’. (3 marks)
(b) Uganda’s balance of payments position within the East African Community
has been improving over the last 8 years. In the financial year 2017/ 18
Uganda registered a balance of payment surplus with Kenya.
Required:
Discuss the major factors that may have contributed to Uganda’s balance
of payment surplus.
(10 marks)
(c) The Structural Adjustment Programme (SAP) was introduced in Uganda by

the World Bank and International Monetary Fund (IMF) in the 1990s to
reduce government’s role in the economy. This programme assumed that
market would function efficiently under the private sector-led economy.

Required:

Explain instances where the market may not be relied upon in the
provision of goods and services. (10 marks)
(Total 25 marks)



Question 3

(@) The Parliamentary committee on the national economy discussed the
possibility of liberalisation of the pension sector. Once passed, workers
shall have the liberty to choose managers of their pensions. The
proponents of liberal pension sector believe workers stand to gain higher
returns on their contributions once the pension sector is liberalised. The
opponents of pension liberalisation on the other hand, contend that the
current monopoly has provided safety for the funds since it is a
government organisation.

Required:

Explain the characteristics of the following market structures in relation to
pension management regimes suggested above.

(i) perfectly competitive market. (5 marks)
(i)  monopoly market. (4 marks)
(iii)  oligopoly market. (4 marks)

(b) The National Planning Authority is reviewing the performance of the

National Development Plan II (NDP II).
Required:
Discuss any four national investment priorities under the NDP 1II.
(12 marks)
(Total 25 marks)

Question 4

(@) The background to the budget for the financial year 2017/ 18 indicated
that Uganda’s economy grew by over 4.5%.

Required
(i) Differentiate between monetary policy and fiscal policy.
(4 marks)
(i)  Explain any six macro-economic indicators for economic
performance.
(12 marks)
(b) Explain the reason why per capita gross domestic product may be

inappropriate for comparison of individuals’ welfare between countries.
(9 marks)
(25 marks)



Question 5

(@)

(b)

(©

Explain the following terms:

(i)  ‘Treasury bill". (2 marks)
(i)  ‘Unit trust’. (2 marks)
Explain how monetary policy may be used to maintain macroeconomic
stability.

(12 marks)
Discuss any three fiscal policy instruments utilised by the government of
Uganda to achieve the redistribution, allocation and resource mobilisation
functions.

(9 marks)

(25 marks)



TEST PAPER 4
CTA NOVEMBER 2019

Attempt four of the five questions
Question 1

(@) Mr. John Mukalazi incorporated Mivumba Limited over ten years ago.
Mivumba Limited is located in the old taxi park in Kampala. The company
deals in second hand clothes. Of recent, the company started registering
declining profit level due to high levels of competition.

Required:

(i) Explain the different means of competition Mivumba Limited can
employee.

(6 marks)

(ii) Discuss any five ways in which profit can be increased in Mivumba

Limited.
(10 marks)
(b) Developing countries have created public enterprises for a number of
reasons however, their performance has been hindered by many factors.

Required:
Explain the common problems of public enterprises in Uganda’s economy.
(9 marks)
(Total 25 marks)
Question 2

Ms. Rema Makula operates Denzo confectionary, one of the leading
confectioneries in East Africa. The demand and supply functions of Denzo
confectionary are Q4 = 360,000 — 40P and Qs = - 120,000 + 120P respectively
where P is the price level.

Required:

(i)  Compute the equilibrium price and quantity of the confectionary.
(8 marks)
(i) In a bid to outcompete other confectioneries in the region, Ms. Rema
Makula recruited a production manager. The new manager wishes to
represent the existing demand function as a — bP where a is a constant
and b is the slope of the demand function. Assuming that a = 1,000,000
and b = 5. Compute the amount of output when price P is Shs 4,000.
(5 marks)
(iii) Discuss government policies that may affect the demand of Denzo
confectionary products.
(12 marks)
(Total 25 marks)



Question 3

(@)

(b)

Exchange rate market in Uganda was liberalised during the 1990s
following the liberalisation of Uganda’s economy. This implies that the
exchange rate market freely operates by forces of demand and supply.

Required:
Explain the following terms:

(i)  Fixed exchange rate.
(4 marks)
(i)  Floating exchange rate.
(4 marks)
The exchange rate of 1USD was Shs 3,200 in January 2018, at the
beginning of 2019, the exchange rate of 1USD was Shs 3,550.

Required:

(i) Calculate the percentage change in the exchange rate.

(5 marks)
(i) Explain whether the Uganda shilling depreciated or appreciated.

(2 marks)

(c) Discuss the effect of national debt burden on Uganda’s macro-economic
indicators.
(10 marks)
(Total 25 marks)
Question 4
(@) A recent report by World Bank indicates that Uganda’s education system

(b)

has deteriorated over the last 10 years. Nevertheless, education is a public
good that may serve to re-distribute income in an economy. Over the
years, the government of Uganda has also taken a deliberate effort to
encourage private investment in the education sector.

Required:
Discuss how the liberalisation policy has benefitted the education sector.
(10 marks)

With examples, explain the following terms:
(i)  Private goods.

(3 marks)
(i)  Public goods.

(3 marks)
(iii) Common resources.

(3 marks)
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(c) Explain how fiscal policy can be used to promote income distribution in an
economy.
(6 marks)
(Total 25 marks)
Question 5

(@) Mr. Ben Kasozi is producing improved charcoal stoves in Kampala District.
The demand for his product has been declining over time due to unclear
circumstances.

Required:

Explain factors that may determine the demand for the charcoal stoves.
(10 marks)
(b) For the last 15 years, Government of Uganda has been operating a deficit
budget. To many, a deficit budget may not be the best way to go for the
country because it may exuberate Uganda’s debt burden.

Required:

Using your experience as a managerial economist and public finance
expert, explain ways of financing a deficit budget.
(6 marks)
(c) Discuss the major objectives of fiscal policy to Uganda’s economy.
(9 marks)
(Total 25 marks)
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TEST PAPER
CTA DECEMBER 2020

Attempt four of the five questions.

Question 1

(@)

(b)
(©

KONKA Ltd deals in the production and sale of energy saving stoves and
briquettes. One of the manager’s key roles is to assess the firm's
performance. However; he is challenged with the determination of the
firm’s costs. Upon sharing with a collogue he was referred to you a senior
economist:

Required:

Explain to the manager the major determinants of costs that KONKA can
explore.

(12 marks)
Distinguish between elasticity of demand and elasticity of supply.

(3 marks)

During the 1990s, government of Uganda privatised her economy.
However, the government later realised that the private sector was weak
and unable to compete with foreign markets, hence the need for public
enterprises.

Required:

Explain the rationale for setting up public enterprises in Uganda.
(10 marks)
(Total 25 marks)

Question 2

(@)

(b)

Mr. Ayot Peter operates Tripod Ltd that deals in soft drinks. The demand
and the supply functions of Tripod Ltd are Q4 = 80,000 — 50P and
Qs =5,000 + 25P respectively; where P is price and Qg4 and Qs are output.

Required:
Determine the equilibrium price (Pe) and output (Qe) of Tripod Ltd.

(8 marks)
With appropriate examples, explain the following terms:
(i)  Direct taxes.

(3 marks)
(i)  Indirect taxes.

(3 marks)
(iii)  Progressive tax.

(3 marks)

12



(c)

Co-operative societies are considered to be important business
organisations in developing countries. In recent times, the co-operative
societies are being revived in Uganda with the aim of benefitting its
members. However, the existence of co-operative societies in Uganda has
been hindered by many factors.

Required:

Explain the common factors that hinder the existence of co-operative
societies in Uganda.

(8 marks)
(Total 25 marks)

Question 3
(@) Money is extremely important in an economy because it facilitates the

efficient functioning of the economy. All transactions in the modern
economy are in form of money.

Required:

With appropriate examples, explain any four characteristics of a good
money in an economy.

(8 marks)
(b) Governments in developing countries often fix prices of essential
commodities in order to reduce price instabilities and consumer
exploitations in the market.
Required:
(i)  With the use of illustrations, differentiate between minimum and
maximum price legislations.
(4 marks)
(i)  Explain the reason why price controls are unacceptable in Uganda’s
economy.
(6 marks)
(c) Discuss the expenditure components of Uganda’s economy.
(7 marks)
(Total 25 marks)
Question 4
(@) East African Community (EAC) and the Common Market for Eastern and

Southern Africa (COMESA) are the working examples of economic
integration in developing countries. Economic integration helps member
countries enjoy the benefits of integration.

13



(b)

(c)

Required:

Discuss how economic integration has benefitted Uganda’s economy.
(8 marks)
With appropriate examples, explain the salient features of an emerging
economy.
(10 marks)
Discuss the budgetary process of Uganda’s government.
(7 marks)
(Total 25 marks)

Question 5

(@)

(b)

(c)

For an economy to function effectively, production and consumption
behaviours are essential activities within the economy and must function
uninterrupted.

Required:

As a managerial economics and public finance expert, explain the above
statement with reference to the major components of the closed economy.

(5 marks)
Labour surveys are essential activities which must be carried out in every
economy in order to quantify the labour force in service. Secondly, it helps
to determine the structure and the characteristics of the labour force. In a
pilot survey carried out by government of Uganda in 2019, it was found
out that Uganda’s population is approximately 40.6 million people. The
number of people within the labour force was estimated to be at 25.1
million. The total number of people employed in the country was estimated
to be at 14.3 million while the unemployed are 10.8 million.

Required:

(i) Using the above scenario, compute the unemployment rate in
Uganda.

(3 marks)

(i)  Explain ways in which unemployment can be mitigated in Uganda.
(12 marks)

Discuss the role of government in Uganda’s economy.

(5 marks)
(Total 25 marks)
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TEST PAPER 6
CTA OCTOBER 2021

Attempt any four of the five questions.

Question 1

(@)

The table below shows the various possible combinations of coffee and
banana export in tons from Uganda to Tamia Republic. Assuming there is
fuII and efficient utllrsatlon of resources Use the mformatron below . to
answer the questlons -

: Combination i A : B i C : D i E

: Coffee (tons) . 600 : 400 : 300 : 100 i O
Banana (tons) 2,000 3,200 4,000 5,000 7,000
Required:

(i)  Plot the combinations on a graph and briefly describe the curve
joining the combination points.
(4 marks)
(i)  Use the curve in 1 (a) (i) above to differentiate between productive
efficiency and allocative efficiency.
(6 marks)
(iii)  Assuming the export prices per ton of coffee and banana are USD
4,250 and USD 340 respectively. The coffee export attracts an
advalorem tax of 2.5% while bananas face an export quota of 6,000
tons.

Required:

Using the information above, compute the maximum revenues and
the revenue maximising export combination for Uganda.

(10 marks)
(b) Discuss the policies that can improve the balance of payment position for
Uganda.
(5 marks)
(Total 25 marks)
Question 2
(@) Inflation refers to persistent increase in the general price levels of goods

and services in a country over time. Uganda’s economic outlook during
the financial year 2020/ 21 indicates that the core inflation level in the
country had been maintained at an average rate of 4.7 per cent per
annum for the third year in a row.

Required

(i)  Discuss the factors that significantly affect Uganda’s inflation rate.
(3 marks)

15



(b)

(ii) Discuss the strategies government of Uganda can use to control
inflation.

(6 marks)
Economists and policy analysts in Uganda sometimes disagree on the
impact of budget deficits on the economy. The opponents of this policy
argue that budget deficit has the potential to enhance capital formation
and consequently activate the utilisation of idle resources. However, in the
long-run, they argue, that such gains may be eroded due to escalating
debt burden especially in developing countries where savings/income
ratios are very low.

Required:

(i)  Discuss the rationale for deficit budgeting.
(8 marks)
(i)  Explain economic effect of a sustained budget deficit.
(8 marks)
(Total 25 marks)

Question 3

(@)

(b)

According to Keynes, an economic system is the foundation of
fundamental economic decisions regarding what, how and for whom to
produce. The market system, the command system as well as the mixed
system provide broad channels through which economic decision making
of a nation is guided.

Required:
Discuss the salient features of the following economic systems:

(i)  Market system.
(5 marks)
(i)  Command system.
(5 marks)
(iii)  Mixed system.
(5 marks)
With reference to the current economic system in Uganda, explain the role
of capital markets in the development of a nation.
(10 marks)
(Total 25 marks)

16



Question 4

(@)

(b)

The structural adjustment policy undertaken by the government of Uganda
during the 1990s led to a number of reforms in the social service
provisions as well as macro-economic management of the country. The
implementation of economic and financial reforms during this period was
followed by tight fiscal and monetary policies as well as privatisation of
public enterprises and liberalisation of foreign exchange markets.

In social services, private investors took a leading role in service provision
while government concentrated on regulation and provision of an enabling
environment in the economy. Nevertheless, analysts have criticised the
liberalisation policy, arguing that basic services such as health care and
education are made unaffordable to the majority of the population as a
result of the implementation of this policy.

Required:

(i) Differentiate between private goods and public goods.
(2 marks)
(i)  Discuss instances where the government of Uganda may intervene
in a liberalised market.
(7 marks)
(iii)  Explain the ways in which the government of Uganda may intervene
in a liberalised economy.
(4 marks)
Using the theories below, explain how exchange rates are determined in
an economy.

(i)  Purchasing power parity.

(4 marks)
(i)  Flow approach.

(4 marks)
(iii)  Stock equilibrium.

(4 marks)

(Total 25 marks)
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Question 5

Orchard Fruit firm in Soroti District produces and sells pre-packed orange and
mango juices. The firm has undertaken substitution of labour for capital in order
to enhance output. The performance of this firm over the years can be indicated
as below:

Item/ years 2016 2020
Number of packing machines 6 | 14
Number of casual workers 12 8
Orange juice produced (average cartons/ day) 40 56
Mango juice produced (average cartons/ day) 32 40
Required:
(a) Explain the term marginal rate of technical substitution.
(3 marks)
(b) Illustrate the firm's isoquants for the different levels of factor inputs.
(4 marks)
(c) Compute and interpret the marginal:
(i)  product of labour.
(4 marks)
(i)  product of capital.
(4 marks)
(ii)  rate of technical substitution of labour for capital.
(5 marks)
(d) Explain the economic benefits of the Orchard Fruit firm to Soroti District.
(5 marks)

(Total 25 marks)
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TEST PAPER 7
CTA JUNE 2020

Attempt any four of the five questions

Question 1

(@)

(b)

(©)

An economy is made up of producers and consumers that are concerned
with achieving their objectives. In the quest to attain their objectives,
they are faced with a number of problems.

Required:

Discuss the fundamental problems that are always faced by economic
agents.

(6 marks)
Uganda’s economy has grown over a period of time.
Required:
Discuss the main structure of Uganda’s economy.
(10 marks)

Uganda’s budget process operates through a cycle. In the budget cycle
there are processes that need to be completed for the budget process to
be successful.

Required:
Discuss Uganda’s budget process.
(9 marks)
(Total 25 marks)
Question 2
(@) Mr Ngeta operates a groundnuts processing plant in Kisenyi, Kampala

(b)

district. The demand function for the processed groundnuts in kilograms is

Qd =10 - %P. where P is the price per kg of processed groundnuts.

Required:

(i) Calculate the elasticity of demand for the processed groundnuts if
the original price and quantity is Shs 9,000 and 1,000kg
respectively.

(5 marks)

(i)  Explain the determinants of elasticity of demand for the processed
groundnuts.

(10 marks)

Discuss the benefits of Uganda’s adoption of privatisation policy to small

scale businesses and household units. (10 marks)

(Total 25 marks)
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Question 3

(a) Differentiate between the following terms:
(i) A firm and an industry.
(2 marks)
(i)  Output and input.
(2 marks)
(iii)  Short run and long run.
(2 marks)
(b) Discuss the major objectives of a business firm.
(9 marks)
(c) The role of government of Uganda involves transfer of funds from the
reserves to local government. The intention of this transfer is to facilitate
the activities of the local government so as to produce the desired output.
Required:
Explain how such transfers can benefit small holder firms in local
governments.
(10 marks)
(Total 25 marks)
Question 4
(@) Inthe early 1980s government of Uganda had a policy of controlling prices
of the major agricultural products in the country. Such products would
then be marketed through marketing boards. The major advantage of
such policy is that producers and consumers of these products would be
protected through price fluctuations.
Required:
Explain the effect of price ceiling on consumers of such goods.
(10 marks)
(b) Explain how price support can benefit producers.
(10 marks)
(c)  Assess the structure of public expenditure policy in Uganda’s economy.
(5 marks)

(Total 25 marks)
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Question 5

(@)

(b)
()
(d)

Explain the following terms:
(i)  Narrow money (M1).

(i)  Broad money (M2).

Explain the functions of money in Uganda’s economy.

Discuss the qualities of good money.

Explain the following terms:
Q) Progressive tax.

(i)  Regressive tax.

21

(2 marks)
(2 marks)
(5 marks)

(10 marks)

(3 marks)

(3 marks)
(Total 25 marks)



TEST PAPER 8
CTA MAY 2023

Attempt any four of the five questions

Question 1

(@) Cost-benefit analysis is an analytical technique used to identify the benefits
and associated costs of businesses, decisions, systems or projects.
(i)  Discuss the different steps taken in the cost benefit analysis.

(8 marks)

(i)  Mr. Abima is seeking services of a business development manager

for advice on the viability of a catering project which he intends to

invest in. The table below shows the estimates of the benefits and

the associated costs generated for the project for the first five years.

Estimated Revenues Estimated Costs

Year (Shs *000") (Shs *000")
0 232,000
1 20,000 36,000
2 34,000 32,000
3 40,000 26,000
4 48,000 24,000
5 54,000 20,000
Required:

Given a discount rate of 15%, calculate the net present value and advise

Mr. Abima on the viability of the above project.

Hint: Discount factor formula=(1+~)"

(11 marks)

(b) Income distribution is concerned with how incomes and resources are

shared among different kinds of people, groups, sectors and regions in an

economy. However, most developing economies have high levels of

income disparities.

Required:

Account for the income disparities in developing economies.
(6 marks)
(Total 25 marks)
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Question 2

@)

(b)

Given the Marginal Propensity to Consume (MPC) as 0.20 and the change
in investment as 200. Assuming that the MPC increases to 0.80 at the
same level of investment;

Required:

Compute the change in the equilibrium rate of the Gross National Product
(GNP) and comment on the multiplier process.
(9 marks)
Discuss the main causes of unemployment in developing countries.
(16 marks)
(Total 25 marks)

Question 3

(a)

(b)

(©

The theory of International trade contends that countries that are involved
in the trade stand to gain from it. However, most countries tend to
impose trade restrictions.

As a skilled advisor in the field of managerial economics and public
finance;

Required:

Discuss the reasons for controlling international trade.

(9 marks)
The East African Community (EAC) is an inter-governmental organization
founded in the African Great Lakes region of East Africa.

Required:

Explain any four objectives of the East African Community (EAC).
(4 marks)
Discuss the achievements and failures of the International Monetary Fund
in developing countries.
(12 marks)
(Total 25 marks)
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Question 4

(a)

(b)

Public resource mobilization is critical for the general management of an
economy. Consequently, it generates a lot of public discussion in
democratic societies.

Required:

(i)  Distinguish between internal debt and external debt.
(4 marks)
(i) Using relevant examples, discuss the different ways in which public
debt management can be carried out in an economy.
(12 marks)
Write short notes on the following terms;
(i)  Economic growth
(3 marks)
(i)  Economic development
(3 marks)
(iii)  Sustainable development
(3 marks)
(Total 25 marks)

Question 5

@)

(b)

The original purpose of the budget is to raise revenue to meet government
expenditure. Today, it's a major instrument for the regulation of the
economy and is a source of inspiration for people to work harder.
However, the public is always questioning and never satisfied with the
figures of what government intends to spend on.

Required:
Discuss the different categories of government expenditure in an
economy.

(14 marks)

Public finance as an aspect of public policy affects the economic well-being
of all persons in the society through its revenue mobilization and
expenditure measures. As a student of managerial economics and public
finance, you are expected to provide advice on public financial
management.
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Required:

Discuss how government incomes from taxes and borrowings as well as
government expenditure can be used as policy instruments for economic
control.
(5 marks)
Describe the various ways in which the theory of opportunity cost can be
used to decide on the level and allocation of public resources.
(6 marks)
(Total 25 marks)
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Question 1

(a)

(b)

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)

(i)  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)

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

(@)

(b)

(c)

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)

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)

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

(@)

(b)

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

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)
(i)  Explain the causes of the persistent unemployment problem in
Uganda.
(7 marks)
(Total 25 marks)

Question 4

(@)

(b)

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)

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)
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Question 5

(@)

(b)

()

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)

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)

The 21t 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)

(b)

(©)

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)
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 toa 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)
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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(i)  Marginal product

(2 marks)
(iii)  Diminishing marginal returns
(3 marks)
(Total 25 marks)
Question 2
(@) In the early years, the government of Uganda had set policies for

(b)

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

(@)

(b)

()

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)

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)
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

(@)

(b)

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)

(i)  Explain the reasons why Uganda’s taxable capacity is still low.

(10 marks)
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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(b)

(ii)  Explain the characteristics of under-developed economies.

(7 marks)
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)
(i)  Explain the factors that determine the choice of a production
technique for a producer.
(6 marks)
(Total 25 marks)
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Present value interest factor of Shs 1 per period at r% for n periods (1 + r)_"

Managerial Economics & Public Finance - Paper 4

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 [ 1-(+r)” ]
r

Period 1% 2% 3% 4% 5% 6% 7% 8% 9% 10% | 11% | 12%
1 0990  0.980 | 0971 | 0.962 | 0.952 | 0.943 | 0.935]0.926 | 0.917 | 0.909 | 0.901 | 0.893
2 1970 | 1942 | 1913 | 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 | 4329 | 4.212 | 4.100 | 3.993 | 3.890 | 3.791 | 3.696 | 3.605
6 5.795 | 5.601 | 5417 | 5242 | 5.076 | 4917 | 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 9471 | 8983 | 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 | 2322 | 2.283 | 2.246 | 2.210 | 2.174 | 2.140 | 2.106 | 2.074 | 2.042 | 2.011 | 1.981
4 2974 | 2914 | 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 4423 | 4.288 | 4.160 | 4.039 | 3.922 | 3.812 | 3.706 | 3.605 | 3.508 | 3.416 | 3.327 | 3.242
8 4799 | 4.639 | 4.487 | 4.344 | 4.207 | 4.078 | 3.954 | 3.837 | 3.726 | 3.619 | 3.518 | 3.421
9 5132 | 4946 | 4.772 | 4.607 | 4451 | 4.303 | 4.163 | 4.031 | 3.905 | 3.786 | 3.673 | 3.566
10 5426 = 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 5918 | 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 | 5583 | 5342 | 5.118 | 4910 | 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 | 5847 | 5575 | 5324 | 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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Managerial Economics & Public Finance — Paper 4

Attempt any four of the five gquestions

Question 1

(a)

(b)

(©)

The concepts of production and consumption are fundamental components
of the microeconomics principle. Their interaction plays a crucial role in the
functioning of an economy and the well-being of individuals and firms within
the economy. Furthermore, both concepts are essential components of the
economic growth and their interface influences the overall trajectory of the
economy. The interactions between producers and consumers are also
linked to the concept of externalities in the economics.

Required:
(i)  Given the above scenario, distinguish between the terms ‘production
and ‘consumption, in the context of economic growth.

7

(2 marks)

(i)  Using examples of your choice, illustrate how changes in production
levels can impact consumption patterns in an economy.

(6 marks)
Demand forecasting is a critical aspect of business planning and various
techniques are available to estimate the future demand of a product. Firms
and organisations often use the demand forecasting techniques to make
informed decisions about production, inventory, and resource allocation.
This ultimately contributes to efficient operations and customer satisfaction.

Required:
As an expert in managerial economics and public finance, explain the
different techniques of demand forecasting that organisations often use in
managerial decision making.

(10 marks)
A consumer survey carried out in Fort Portal city shows that when
consumers’ average monthly income increased from Shs 300,000 to Shs
340,000, it resulted in an increase in the number of smartphones demanded
from 150 to 185 in a month.

Required:
(i)  Calculate the income elasticity of demand for the smartphones
(5 marks)
(i) Interpret the income elasticity of demand coefficient and with
reasons, explain whether the smartphone is a normal good, a luxury
good, or an inferior good.
(2 marks)
(Total 25 marks)
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