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Time:	1Hour 30minutes

Instructions 
· Attempt only three questions
· Section A is compulsory
· Attempt any two questions in section B
· Additional question attempted will be not marked.
SECTION A:	(20 MARKS)
1.  (a).	(i).	State the law of diminishing marginal utility.		(1mark)
(ii)	Explain the relationship between diminishing marginal utility and the demand curve.						(2marks)
	(b).	(i).	What is meant by Resale price maintenance?		(1mark)
		(ii)	State any three merits of Resale price maintenance	(3marks)
	(c).	(i).	Define the term marginal propensity to consume.	(2marks)
(ii).	Given that a country’s national income in Uganda shs 100million, the marginal propensity to consume is 0.6; calculate the country’s final level of income.					(2marks)
	(d).	What is the importance of price elasticity of demand to a producer?
											(4marks)
(e).	Mention any four problems associated with ‘laissez faire’ system of economic organization						(5marks)


SECTION B.	(40MARKS)
2.      (a).	Differentiate between maximum price legislation and minimum price 
          legislation.								(6marks)
	(b).	Examine the merits and demerits of government price control. (14marks)
3.	(a).	What is the difference between Gross National product and Gross Domestic products?								(4marks)
	(b).	Why is it necessary to compute national income statistics.	(16marks)
4.	(a).	What is meant by price mechanism?				(4marks)
(b).	Explain the role of price mechanism in the allocation of resources in an economy.								(16marks)
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