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SECTION A (THIS SECTION IS COMPULSORY)
Question One

a) Select the most correct answer for the multiple-choice questions @ 1 mark 
1. 
2


1. 
2. An increase in the number of buyers leads to:
A. Left shift in demand
B. Right shift in demand
C. Movement along demand
D. No change
3. A product with many close substitutes has:
A. Inelastic demand
B. Elastic demand
C. Zero elasticity
D. Constant demand
4. Which of these is a capital good?
A. Bread
B. A tractor
C. Water
D. Labour
5. A normal good is one whose demand:
A. Falls with income
B. Rises with income
C. Never changes
D. Is backward sloping
6. A supply schedule shows relationship between:
A. Income and quantity
B. Price and quantity supplied
C. Taxes and supply
D. Labour and capital
7. A rightward shift of supply means:
A. Increased supply
B. Decreased supply
C. Excess demand
D. Higher prices
8. If government imposes a tax on producers, supply:
A. Increases
B. Decreases
C. Unaffected
D. Becomes horizontal
9. A downward movement along demand curve is due to:
A. Decrease in price
B. Increase in price
C. Change in taste
D. Income fall
10. Point elasticity is used when:
A. Price change is large
B. Price change is very small
C. Income changes
D. Supply is fixed
11. In a command economy, resources are allocated by:
A. Market
B. Government
C. Firms
D. Households
12. Goods that are consumed together are called:
A. Substitutes
B. Complements
C. Inferior goods
D. Luxury goods
13. Which factor does NOT cause shift in supply?
A. Technology
B. Input prices
C. Own price of good
D. Number of sellers
14. A vertical supply curve implies:
A. Perfectly elastic
B. Perfectly inelastic
C. Elastic
D. Unit elastic
15. Market equilibrium changes when:
A. Only demand changes
B. Only supply changes
C. Either demand or supply changes
D. Price is constant
16. GDP stands for:
A. General demand price
B. Gross Domestic Product
C. Government Domestic Policy
D. Great Demand Principle
17. A firm aims at maximizing:
A. Cost
B. Loss
C. Profit
D. Production only
18. A mixed economy combines:
A. Socialism and capitalism
B. Only socialism
C. Only capitalism
D. Tradition and custom only
19. Advertising increases demand by:
A. Reducing income
B. Improving awareness
C. Raising taxes
D. Reducing production
20. A fixed price set below equilibrium causes:
A. Surplus
B. Shortage
C. Equilibrium
D. Stability
21. A PPF shifting inward means:
A. Growth
B. Recession
C. Efficiency
D. More resources

b) Provide short answers for the following questions 
i) Define elasticity of demand.								(04 marks)	
ii) Give four methods of price determination.						(04 marks)
iii) State four characteristics of a market.							(04 marks)
iv) Differentiate between Scarcity and Choice.						(04 marks)
v) Give four causes of increase in supply.							(04 marks)

SECTION B (ATTEMPT ANY 3 QUESTIONS FROM THIS SECTION)
Question Two
A shop in Iganga town sells oranges. Last week, the shop sold 50kg of oranges when the price was 2,000/= per kg. This week, the price remained the same, but sales increased to 70kg because a nearby school reopened, increasing the number of buyers. However, on another day, when the shop reduced the price from 2,000/= to 1,500/=, sales increased again from 70kg to 90kg.
Required:
a) Using the scenario, distinguish clearly between a change in demand and a change in quantity demanded.											(06 marks)
b) Identify and explain the factors that caused change in demand in the scenario. 	(10 marks)
c) Under what circumstances may the law of demand be violated? 			(04 marks)


Question Three
A shop owner notices that when he increases the price of soda by 10%, the quantity demanded falls by 25%. Assuming the initial price of soda was 1200Shs and Quantity demanded was 20 bottles,
Required: 
a) Calculate the price elasticity of demand.  							(04 marks) 
b) Using a diagrams and examples, distinguish between:
i. Elastic and Inelastic demand   								(04 marks)  
ii. Perfectly Elastic and Perfectly Inelastic demand 					(04 marks)
c) Why is the Concept of Elasticity important to economists 					(08 marks)  

Question Four
A bakery in Jinja town produces buns every day. At first, as the bakery hires more workers, the cost of producing each bun (average cost) falls because workers specialize and work faster. However, after hiring too many workers, the bakery becomes crowded, mistakes increase, and the cost per bun starts rising again. The owner records the following data for a single day:
	Number of Workers
	Total Output (Buns)
	Total Cost (Shs)

	1
	40
	20,000

	2
	90
	30,000

	3
	150
	42,000

	4
	170
	60,000


Required:
a) Using the data provided, calculate: 
i. Average cost for each level of output 						(06 marks) 
ii. Marginal cost for each additional worker 						(06 marks)
b) Identify the four factors of production required in the above scenario and explain the role of each in the above business 									(08 marks)

Question Five
A country is reviewing its national development strategy. Currently, the government owns major industries such as electricity, water, and public transport. However, it also allows private businesses to operate freely in areas like retail trade, farming, and small-scale manufacturing. Recently, some citizens have complained that government-owned firms are slow and inefficient, while others worry that allowing too many private businesses may cause exploitation and high prices.
Required:
a) Identify the type of economic system practiced in the country and give two reasons to support your answer. 											(04 marks) 
b) Explain two advantages and two disadvantages of the economic system identified in (a). 
(08 marks) 
c) Outline the role of government and private sector in a mixed economic system. 	(08 marks)






Question Six
A village health centre receives a donation of 5 million shillings. The management team must choose how to use the money. They have three options:
1. Buy a new solar power system.
2. Purchase essential medicines.
3. Renovate the maternity ward.
However, the money is only enough for one of the three options. The health centre must therefore make a decision that best serves the community.
Required:
a) Using the scenario, explain the concepts of:
i. Scarcity 										(02 marks)
ii. Choice 											(02 marks)
iii. Opportunity cost									(02 marks)
b) Draw a simple Production Possibility Curve (PPC) showing any two of the options the health centre must choose between. 								(04 marks)
c) Identify which option you think the health centre should choose and give two reasons to support your answer.											(04 marks)
d) Explain why it is important for public institutions to make decisions that benefit the majority of people.												(06 marks)

Question Seven
A small supermarket wants to introduce a new brand of powdered milk. The manager must decide the price at which the milk should be sold. 
Required:
a) Identify and explain any four factors that the manager should consider when pricing the new milk.														(08 marks)
b) Explain three reasons why the supermarket should avoid setting exploitative prices.(06 marks)
c) What should the manager do for the product to be very competitive in the market.	(06 marks) 


**END**
GOOD LUCK
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