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SECTION A (THIS SECTION IS COMPULSORY)
QUESTION ONE
Provide short answers to the following;
a) State any one importance of macroeconomics.                                   			(02 marks)
b) What is meant by national income?              				    		(02 marks)
c) Mention any one principle of taxation. 				    			(02 marks)
d) Define terms of trade. 						    			(02 marks)
e) List two types of unemployment. 					    		(02 marks)
f) What is a government budget?					    			(02 marks)
g) State one reason why national income statistics are important.             		(02 marks)
h) Give one example of frictional unemployment.                                     		(02 marks)
i) What does the principle of equity in taxation mean?                             		(02 marks)
j) Mention one factor that can improve a country's terms of trade.            		(02 marks)


SECTION B (CHOOSE ONLY FOUR NUMBERS FROM THIS SECTION)
QUESTION TWO
a) The government of Uganda notices that despite economic activity increasing, national income statistics do not show much improvement.
Required: Discuss the possible reasons why national income may not reflect actual economic progress in Uganda. 										      (08 marks)
b) The Uganda Bureau of Statistics released partial data on Uganda’s national expenditure for 2024. The following was recorded (in UGX billion):
· Private Consumption (C): 		8,000
· Gross Domestic Investment (I): 	3,000
· Government Expenditure (G):	4,500
· Exports (X): 				2,000
· Imports (M): 				2,500
Required:  Calculate the national income using the expenditure approach.     	       (04marks)

c) In a closed economy with households and firms, the government introduces new taxes and subsidies to stabilize income flows.
Required:
i. Describe the circular flow of income in a two-sector economy. 	 		         (04 marks)
ii. Explain how government intervention affects the circular flow of income. (04 marks)

QUESTION THREE
a) In a rural district of Uganda, people have started using mobile money for buying and selling goods instead of physical cash. Explain any four functions of money demonstrated in the scenario above. 					         						        (08 marks)
b) Sarah, a small business owner, applies for a loan from a commercial bank to expand her retail shop. The bank approves the loan and also offers her a savings account and mobile banking services.
Required
i) Describe any Four roles of commercial banks in supporting small business owners like Sarah. 					                              					        (04 marks)
ii) Explain any three services provided by commercial banks mentioned in the scenario. (06 marks)
iii) Suggest two risks associated with commercial bank lending.      			       (02 marks)
QUESTION FOUR
a) The Ministry of Finance is designing a new tax system and wants to ensure that it is fair and efficient. Explain Five major principles of taxation and assess how they can help in designing an effective tax system.						  					(10 marks)
b) In the 2024/2025 fiscal year, the Ugandan government projected the following:
i) Total Revenue (including taxes): UGX 41 trillion
ii) Total Expenditures: 		     UGX 48 trillion
The government plans to finance the deficit through borrowing from domestic banks and issuing treasury bills. Required:
i) Calculate the size of the budget deficit. 			                        	(02 marks)
ii) Explain two possible effects of this method of deficit financing on Uganda’s financial markets. 											(04 marks)
iii) Suggest Four fiscal policy measure the government can adopt to reduce the budget deficit in the future.								           		(04 marks)

QUESTION FIVE
a) In Country X, prices of goods and services have been rising rapidly, yet wages have remained the same. The government is concerned about the declining purchasing power of its citizens.
Required: 
i) Explain Four possible causes of the inflation in Country X.                                 	(04 marks)
ii) Suggest four measures the government can take to control this inflation.             	(04 marks)
b) Using the data below;
i) Calculate the Consumer Price Index (CPI) for the current year, using the base year as 100														(06 marks)
	Item
	Quantity
	Price in Base Year (UGX)
	Price in Current Year (UGX)

	Maize flour (kg)
	10
	2,000
	2,500

	Sugar (kg)
	5
	3,000
	3,800

	Soap (bars)
	4
	1,500
	2,000


ii) Based on your answer in (a), determine the rate of inflation. 				(04 marks)
iii) Explain how CPI is used to measure inflation in an economy.                                	(02 marks)

QUESTION SIX
a) Due to technological advancements, a manufacturing firm in Uganda lays off several workers. In view of this statement; 
i) Identify and explain the type of unemployment illustrated in the scenario above.     (02 marks)
ii) Describe any three other types of unemployment that commonly affect economies. (06 marks)
iii) Suggest two possible ways the government can reduce the type of unemployment identified in (i). 										              (02 marks)
b) Uganda's coffee exports have increased in volume, but the prices have fallen on international markets. Discuss the implications of deteriorating terms of trade for developing countries like Uganda.                                                                                                                     
  (10 marks)







QUESTION SEVEN
The Government of Uganda has increased its reliance on domestic revenue to fund national development projects, reduce foreign aid dependency, and improve public services. However, despite efforts by the Uganda Revenue Authority (URA), challenges such as tax evasion, a narrow tax base, and public resistance to taxation persist. URA has been tasked with improving tax collection, educating taxpayers, and promoting fairness in the tax system.
Required:
a) Identify and explain four major problems associated with taxation in Uganda that may hinder URA's efforts to increase revenue collection.                                                             		(08 marks)
b) Discuss four key roles played by the Uganda Revenue Authority in addressing the above taxation challenges and improving tax administration.                                                		(08 marks)
c) Suggest two recommendations that could strengthen URA’s ability to improve tax compliance and broaden the tax base.                                                                                             	(04 marks)

QUESTION EIGHT
Uganda has launched Vision 2040, a long-term strategy to transform the country from a predominantly peasant society into a modern, industrial, and prosperous nation. To achieve this, the government has emphasized the importance of national development planning to guide investments, policies, and infrastructure development.
Required:
a) Define development planning.                                                                                    	(02 marks)
b) Explain four objectives of national development planning.                                        	(08 marks)
c) Identify two challenges that governments face in implementing development plans. 	(04 marks)
d) Suggest three strategies the Ugandan government can adopt to overcome these challenges and ensure the successful implementation of Vision 2040.                                                  		(06 marks)

***END***
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