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S.5ECONOMICSNOTES

TOPIC:Inflation

Tr:MulumbaMathias.

N.B:Thisisacontinuationfrom wherewestopped.

7.Structural/Bottleneck/ScarcityInflation.

Structuralinflationreferstothepersistentincreaseinthegeneralprice

levelduetosupplyrigiditiesandstructuralbottlenecksthatresultintoa

declineinthesupplyofessentialgoodsintheeconomy.

OR

Itisthetypeofinflationcausedwhenpricespersistentlyincreasedueto

supplyrigiditiesandstructuralbottlenecksmakingitdifficultforsupplyof

goodstoreachdemand.

Causesofstructuralinflation

 Breakdownofkeytheindustry.

 Infrastructuralbreakdownintheeconomy.

 Politicalinstability/politicalturmoil.

 Naturalhazardssuchasfloods,prolongeddroughtwhichreduces

agriculturaloutput.

 Hoardingofcommodities/goodsbyproducers/traders.

 Scarcityofinputs/rawmaterialsorlimitedrawmaterials.
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 Foreignexchangeshortages/bottlenecks.

 Speculation/anticipationbythebusinessmen.

Waysofcontrollingstructuralinflation.

 Maintainingpoliticalstabilityintheeconomy.

 Rehabilitating/improvingthebasicinfrastructureintheeconomy.

 Undertakingmodernizationofagriculture.

 Furtherprivatizationofthepublicenterprises.

 Furtherliberalizationoftheeconomy.

 Offeringinvestmentincentivesinordertoencourageproductionin

theeconomy.

 Importingrawmaterials/inputsespeciallyfrom cheapersources.

 Conductingregularrepairsandreplacementofwornoutindustrial

machines.

8.Importedinflation.

Thisisthepersistentincreaseinthegeneralpricelevelarisingfrom the

importationofcommoditiesfrom countriesexperiencinginflation.

OR

Isthetypeofinflationresultingfrom importationofgoodsfrom another

countryatrelativelyhighpricessothatthehighpricesofimportsresultinto

risingpricesofcommoditiesinthedomesticmarket.
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Causesofimportedinflation.

 Importationofcommoditiesfrom countriesexperiencinginflation.

 Risingpricesintheinternationalmarketsforexamplepetroleum

products.

Solutionstoimportedinflation.

 Establishingimportsubstitutionindustries.

 Restrictingimportsthroughfixingtotalbanandquotasystem.

 Importingcommoditiesfrom relativelycheapersources/countries.

 Ensuringstabilityoftheforeignexchangerates.

9.Sectoralinflation.

Thisreferstothepersistentriseinpricesoccurringindifferentcommercial

sectorsoftheeconomy/country.

10.Monetaryinflation.

Thisreferstothepersistentriseinthegeneralpricelevelcausedby

excessiveincreaseinmoneysupply/amountofmoneyincirculationinthe

economy.

11.Pricingpowerinflation/Administeredprice/Oligopolisticinflation.

Thisreferstothepersistentriseinthegeneralpricelevelwhichoccurs

whenentitiesandindustriesdecidetoincreasethepricesoftheir

respectivegoodsandservicesinordertoincreasetheirprofitmargins.
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GeneralcausesofinflationinUganda.

Break-downofthebasicinfrastructure.Thebreakdownofbasiceconomic

infrastructuresuchasroads,giverisetoscarcityofcommoditiesinmany

areasofthecountry.Thisisbecauseitlimitsthemovementofgoodsfrom

areasofproductiontothemarkettherebycausingshortageandincreasein

pricesthusinflation.

Excessivemoneysupply/issuanceofcurrency.Thisleadstoexcessive

amountofmoneyincirculationwhichisnotfollowedwithanincreasein

productionofgoodsandservices.Thisconsequentlyresultsintoa

situationwheretoomuchmoneyischasingfewcommoditieswhichforces

pricestorisethusinflation.

Excessivegovernmentexpenditure.Excessivegovernmentexpenditure

inform ofrecurrentexpenditureincreasestheamountofmoneyinthe

handsofthepeoplewhicheventuallyresultsintoexcessivedemandfor

goodsandservicesoversupplyhenceforcingpricestoincreasethus

inflation.

Poorpoliticalatmosphere/climate.Thisdestroysproductive

infrastructuresandscaresawaypotentialinvestorsleadingtolow

productionofgoodsandserviceswhichforcespricestoincreasedueto

shortagesthusstructuralinflation.

Persistentimportationofgoodsfrom countriesexperiencinginflation.

Theimportationofgoodsfrom suchcountriesmakesimporterstobuy

importsatrelativelyhigherpricesthanthoseinthedomesticmarket.This

forcesimporterstosellsuchcommoditiesatincreasedpricesinthe



Page5of5

domesticmarketsoastorecovertheheavycostsincurredtoimporthence

givingrisetoimportedinflation.

Risingcostsofproduction.Increasingcostsofproductionduetorising

pricesofrawmaterials,powertariffs,interestrates,costsoftransportand

wages,forceproducerstoincreasepricesatwhichtheirproductsaresold

tothefinalconsumersinordertorecoverthemoneyspentonproduction

hencecostpushinflation.

Excessivedesireforhigherprofitsbytheproducers/traders.Many

producersaim atgettingabnormalprofitsandasaresultendupincreasing

pricesfortheirproductsevenwhenitisnotnecessary.Thisincreasesthe

marketpricesforgodsandserviceshencecausinginflationinUganda.

Speculationbytraders/businessmen.Sometimestradersanticipatean

increaseinthedemandfortheirgoodsinfutureanddeliberatelyhoard

goodswhichcreatesartificialshortagesofgoodsonthemarkethence

forcingpricestoincreaseinUganda.

Unfavourablenaturalfactors.Naturalhazardssuchasfloods,longdry

spell,pestsanddiseasesleadtoafallinsupplyespeciallyfrom the

agriculturalsectorwhichresultsintoscarcityofgoodsforcingpricesto

increasehencecausinginflationinUganda.

Excessiveexportationofessentialgoods/IncreasingdemandforUgandas

exportsintheforeignmarkets.IncreasingdemandforUgandasexports

especiallyintheneighboringcountriesbringsaboutshortageofgoodsin

thedomesticmarketwhichforcespricestoincreaseresultingintoinflation.



Page6of6

Excessiveinflowofincomesfrom abroad.Thisisinform ofexternal

borrowing,foreigninvestmentsandremittancesbyUgandansworking

abroadwhichincreasestheamountofmoneyincirculationleadingto

excessiveaggregatedemandforgoodsandservicesoveraggregatesupply

henceforcingpricestoincreaseinUganda.

Excessivecreditcreationbycommercialbanks.Thisincreasetheamount

ofmoneyincirculationwithoutacorrespondingincreaseinthevolumeof

goodsandservicesinUgandahenceforcingpricestoincrease.

Excessiveborrowingofmoneyfrom thecentralbankbygovernment.This

resultsintoincreasedmoneysupplywhichleadstoexcessiveaggregate

demandoveraggregatesupplyofgoodsandservicesforcingthepricesto

increasehenceinflationinUganda.

Consequences/effects/impactininflationinUganda.

Positiveeffectsofinflation(Effectsofmild/moderate/gradualinflation)

Mildinflationstimulatespeopleseffortandhardwork.Peopleare

stimulatedtocarryouteconomicactivitiestoearnincomeandbeableto

meettherisingcostofliving.

Moderateinflationstimulatesinvestmentandproduction.Producersare

encouragedtoproducemoregoodsandservicessinceitbecomes

profitableatthetimeofrisingprices.Thisincreasestheamountofprofits

earnedandgrossdomesticproduct.
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Gradualinflationcreatesmoreemploymentopportunities.Duetothe

increasedprofitsearnedbytheproducers,theyareabletoexpandtheir

investmentsbyemployingmorefactorsofproduction/resourceswhich

createsmoreemploymentopportunities.

Moderateinflationgeneratesmoregovernmentrevenue.Thegovernment

chargestaxesontheeconomicactivitiesandprofitsearnedbythe

producerswhichgeneratesmoretaxrevenue.

Lowrateofinflationincreasestheexploitationandutilizationof

resources.Duetoincreasedinvestmentandproduction,moreavailable

resourcesareputtousetoproducegoodsandservicesandthisreduces

onthewastageofresources.

Lowrateofinflationencouragesinnovativenessandcreativityamongthe

people.Inordertomaximizeprofits,producersdevelopnewandbetter

methodsofproductionandtheconsumersmakeefforttomeettherising

costsofgoodsandservices.

Moderateinflationenableborrowers/debtorstogaininrealtermsatthe

expenseofcreditors.Atthetimeofborrowingthemoneyvalueishighbut

asthepricesincrease,themoneyvaluereducesandthismakesthe

borrowerspaybacklessthanwhattheyaremeanttopayinrealterms.

Creepinginflationpromotescommercialization/monetizationofthe

economy.Thereisincreasedproductionformarketduetothehighprofits

thatattractproducersandthisreducesthesizeofthesubsistencesector.
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Mildinflationpromotesentrepreneurship.Theincreaseinprofitmargins

encouragemanypeopletoriskinbusinessventuresinordertohavesome

itemstosellandgettheprofits.

Moderateinflationstimulatesproductionofgoodsandservices.The

increasedprofitmarginsattractproducerstoproducemoregoodsand

servicestobenefitfrom theincreasingpricesandthisincreasestherateof

economicgrowth.

Moderateinflationencourageslabourmobility.Duetotherisingcostof

living,workersmovefrom onejob/areatoanotherinsearchforbetter

payingjobssoastomeettherisingcostofliving.

Lowrateofinflationhelpstheeconomytorecoverfrom aneconomic

depression.Sincemildinflationstimulatesinvestmentduetheincreased

profitsandthisincreasesthenumberofeconomicactivitieswhichhelps

theeconomytorecoverfrom adepression.

Moderateinflationencouragesforcedsavings.Duringthetimesofgradual

inflation,thegovernmentforcesthepublictosavemoneyforfutureuse,

thisreducestheamountofmoneyincirculationandchecksonthefurther

increaseinpricesofgoodsandservices.
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Negativeeffectsofinflation(Effectsofhyper/Galloping/runawayinflation)

Hyperinflationdiscouragessavings.Highrateofinflationdiscourages

voluntarysavingbecausepeoplefeartosavesincemoneylosesvalueata

veryfastrate.

Highrateofinflationleadstolossofconfidenceinthecountryscurrency.

Averyhighrateofinflationmakesmoneyloseitsfunctionasastoreof

valuebecausethepublicconsidersitworthlessandthepublicresortsto

useofbartertrade.

Highrateofinflationworsensthebalanceofpaymentproblem.Avery

highrateofinflationmakesourexportsveryexpensiveintheforeign

markets,thisreducestheirdemandandthecountrysexportearningshence

worseningthebalancepaymentproblem.

Hyperinflationleadstoindustrialunrest.Thisarisesduetoconstant

demandforwageincreasebytheworkersinordertomeettherisingcost

ofliving.

Runawayinflationworsensincomeandwealthinequalities.Highratesof

inflationgreatlybenefittherichbusinessmenwhoareableproducethe

goodsandearnmoreincomeswhilethepoorarebuyinggoodsexpensively

andthusmakingthem poorer.

Hyperinflationdiscourageslocalandforeigninvestment.Increasing

pricesforrawmaterials,labourcosts,powertariffsandinterestrates

discourageproductionofgoodsandservicesduetofastrisingcostsof

productionandreducedprofits.
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Hyperinflationleadstounemploymentanditsassociatedevils.Dueto

highratesofinflation,productioncostriseataveryhighrateandsome

firmsfinditdifficulttocontinueproducinghenceclosedowngivingriseto

unemployment.

Highrateofinflationmakethegovernmentinpowerunpopular.Thepublic

suffersveryhighpricesforgoodsandservicesandholdsthegovernment

responsibleforthehighpriceswhichmakesthegovernmentunpopular.

Highrateofinflationleadstoproductionandconsumptionofpoorquality

goodsandservices.Inanactbytheproducerstocuttheproductioncosts

manyleaveoutcertainingredientsrequiredintheproductionofsome

commoditiesandendupproducinglowqualitygoodsandservices.

Runawayinflationmakesgovernmentplanningdifficult.Thefrequent

upwardchangesinthepricesmakethecostingofgovernmentplansvery

difficultsincemoneysetasidetofinancedevelopmentprojectsbecome

inadequateatthetimeofimplementation.

Highrateofinflationmakesfixedincomeearnerssufferasrealincome

falls.

Individualswhoearnfixedincomesuffergreatlywiththerisingcostof

livingbecausetheycontinuetoearnthesameincomeyetitspurchasing

powercontinuestoreducewithrisingpricesforgoodsandservices.
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Highrateofinflationdiscouragelending.Thecreditors/lendersarepaid

backlessinrealtermsthanwhattheylentoutsincetheyarepaidbackin

currency/moneythathasgreatlylostvaluewhichdiscourageslendingin

theeconomy.

Runawayinflationencouragesillegalactivities/trademalpractices.Inan

efforttosurviveconsideringtherisingcostoflivingasresultofprices

increasingataveryhighrate,peopleengageinillegalactivitiessuchas

smuggling,

black-marketing,corruption,prostitution,robberyamongotherstoearn

incomesoastobeabletomeettherisingcostofliving.

Hyperinflationincreasesgovernmentadministrativecosts.Thisissoin

caseofpricelegislationwheregovernmenthastohiremanpowerto

enforcesuchalegislation.

Highrateofinflationpromotesbraindrain.Duetotherisingcostofliving,

highlyskilledworkersareforcedtolookforbetterpayingjobsinother

countrieswhichresultsintothelossofskilledmanpowerathomeand

slowsdowntherateofdevelopmentprocess.
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Measurestoreduceinflation.

Increasedirecttaxesonpeoplesincomes.Thisreducesdisposable

incomeandpurchasingpowerwhicheventuallyreducesaggregatedemand

andforcespricesofgoodsandservicestofall.

Reducegovernmentexpenditureonprovisionofnon-essentialgoods.

Thisisintendedtoreducemoneysupplyandaggregatedemandforgoods

andserviceswhichforcespricestofallhencecontrollinginflation.

Furtherliberalizationoftheeconomy.Thisinvolvesremovalof

unnecessarycontrols/barrierstoeconomicactivitieswhichhelpsto

increasedomesticproductionofgoodsandserviceshencecontrolling

structuralinflation.

Improvethebasicinfrastructuralfacilitiesintheeconomy.Thisis

intendedtoencourageproductionduetotheeaseoftransportationofraw

materialstoproductioncentresandfinishedproductstothemarket

centresandthisreducesstructuralinflation.

Furtherprivatizationofthestateenterprises.Privatizationincreases

productionandsupplyofgoodsandservicesduetobettermanagement

andimprovedtechnologyusedbytheprivateproducershencecontrolling

structuralinflation.

Controltheissuanceofcurrency/reducemoneysupply.Thisreducesthe

amountofmoneyinthehandsofthepublicandasaresultthepublichas

lessmoneytospendonconsumptionofgoodswhichforcespricestofall

hencereducinginflation.
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Provideinvestment/taxincentivestotheinvestors.Thisincreasesthe

productionofgoodsandservicesleadingtoincreasedsupplyandthis

controlsdemandpullinflation.

Useofarestrictive/contractionarymonetarypolicy.Thisisreducesthe

amountofmoneyincirculation,thepurchasingpowerandthelevelof

aggregatedemandwhichforcespricestofall.

Improvethepoliticalclimate/atmosphere.Thisincreasesthelevelof

economicactivitiesleadingtomoresupplyofgoodsandserviceshence

controllingstructuralinflation.

Modernizetheagriculturalsector.Thisincreaseagriculturalproduction

thusreducingscarcityoffooditemsandcontrollingdemandpullinflation.

Reduceindirecttaxesonproductionofessentialgoodsandservices.This

reducesthecostofproductionandtheproducersconsequentlyreducethe

pricesofgoodsandserviceshencecontrollingcostpushinflation.

Encourageimportationofgoodsfrom cheapersources.Suchapolicy

helpstoavoidbuyinggoodsfrom countriesexperiencinginflationthereby

reducingtherateofimportedinflation.

Encourageestablishmentofimportsubstitutionindustries.Thisincrease

domesticproductionofformerlyimportedgoodsandreducesthelevelof

importationofgoodsandserviceswhichhelpstocontrolimportedinflation.

Controltheexportationofessentialgoodstoforeignmarkets.This

ensureslargedomesticsupplyofsuchgoodsandforcespricestofall

hencecontrollinginflation.
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Reducegovernmentborrowingfrom thecentralbank.Thisreducesthe

amountofmoneyincirculation,thepurchasingpowerandforcestheprices

ofgoodsandservicestofallduetoreducedaggregatedemand.

N.B.Ifthequestionasksforstepsbeingtakentoreduceinflationin

Ugandasamepointsarestatedbutinpresentcontinuoustense(ingtense)

e.g.Increasingdirecttaxesonpeoplesincomes,Reducinggovernment

expenditureonprovisionofnon-essentialgoods,Furtherliberalizingofthe

economyamongothersandtheexplanationsmustfollowthesametense.

Reasons/rationalefor/objectivesofcontrollinginflation

Toreducebalanceofpaymentproblem.Thestablepricesathomeleadto

ariseinexportearningsandadecreaseinimportexpenditureswhich

improvesthebalanceofpaymentposition.

Tobuildconfidenceinthelocalcurrency.Themoneybeginstoeffectively

perform itsfunctionasastoreofvalueandmedium ofexchangeand

avoidslossofconfidenceinthelocalcurrencybythepublic.

Toencouragesavinginthecountry.Maintainingalowrateofinflation

ensuresstabilityinthevalueofmoneywhichinducesthepublictosave

partoftheirincomesforfutureusesincetherenofearforlossofmoney

value.
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Toencourageproductionandinvestment.Alowrateofinflationstabilizes

thecostsoffactorinputsandguaranteestheproducersstableprofits

henceattractingthem toproducemoregoodsandservices.

Toreduceincomeinequalityanditsassociatedevils.Alowrateof

inflationisnecessaryforpurposesofcontrollingincomeinequalities

betweenthepoorandtherichorbetweenthesalaryearnersandtraders.

Tominimizeillegalactivitiesinthecountry.Thegovernmentstrivesto

controlinflationsoastocontrolmalpracticeslikecorruption,smuggling,

blackmarketingandhoardingthatareassociatedwiththeshortageof

goods.

Toreduceunemploymentthecountry.Maintainingalowrateofinflation

stimulatesinvestmentandproductiontherebycreatingmoreemployment

opportunitiesasmorefactorsofproductionareputtouse.

Tominimizebraindrain.Controlledinflationcreatesastableenvironment

wherethecostoflivingisrelativelylowandthisenablesthehighlytrained

workerstoremainthecountryandtakepartintheproductionofgoodsand

services.

Toencouragelendingbycreditors.Maintainingalowrateofinflation

keepstheinterestrateslowwhichincreasestherateofborrowingfor

investmentpurposesintheeconomy.

Toensureeffectivegovernmentplanning.Stablepricesfacilitateproper

governmentplanningbecausetheymakeitpossibletoimplementthe

differentgovernmentprojectsduetothestabilityinthecostsof

implementingtheprojects.
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Toimprovethepeoplesstandardofliving.Stablepricesincrease

consumptionofgoodsandservicesbytheconsumerswhichimproves

theirstandardsofliving.

Toreduceindustrialunrest.Thecontrolofinflationensuresstabilityin

pricesandcostoflivingwhichreducelabourstrikesandotherformsof

industrialunrestsinceworkersdonotaskforwageincrementsfrom time

totime.

Tomakethegovernmentinpowermorepopular.Maintainingalowrateof

inflationincreasesthepopularityofthegovernmentamongthemasses

sincethereislimitedfrustrationduetohighpricesofgoodsandservices.

Circumstancesunderwhichinflationisdesirableintheeconomy

Whenthereneedtopromoteeconomicgrowth/domesticproduction.The

existenceofmildinflationencouragesproducerstoincreaseoutputin

ordertomoregoodsandservicestoearnmoreprofits.Theincreasein

outputbringshigherlevelsofeconomicgrowththerebymakinginflation

desirable.

Whenthereisneedtoincreasetheprofitmarginsofproducers.Aslight

increaseinthegeneralpricelevelduringperiodsofinflationenables

producerstoearnmoreprofitsandthismakesinflationdesirabletothe

producersintheeconomy.
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Incasethereisneedtostimulateinventionsandinnovations.During

periodsofmildinflationthecostoflivingincreases.Thismakesthepublic

tobemorecreativeandhardworkingsoastoearnincomeneededtomeet

therisingcostoflivingmakinginflationdesirableintheeconomy.

Incasethereisneedtostimulateinvestment.Someproducersdesireto

makemoreprofitsduringperiodsofmildinflationbyexpandingtheir

investmentsandasaresultresourcesareputtobetterusewhichmakes

inflationdesirable.

Incasethereisneedtoreducevoluntaryunemployment.Inflation

increasesthecostoflivingandthisforcespeoplewhowouldnothave

takenupjobstogetintoactiveemploymentsoastoearnincomeandbe

abletomeetrisingcostofliving.

Whenthereisneedtoovercomeaneconomic

depression/recession/slump.Existenceofmildinflationencourages

producerstoincreaseproductionbyemployingmorefactorsofproduction

thusincreasingpeoplesincomesandliftingtheeconomyfrom arecession.

Whenthereisneedtostimulateaggregatedemand.Aspricesstartto

increase,peoplebuymoregoodsandservicesduringthecurrentperiod

thusaggregatedemandforgoodsandservicesandmakinginflation

desirable.

Incasethereisneedtopromoteforcedsaving.Alowrateofinflation

givesthegovernmentgroundtoenforcecompulsorysavingbythepublicin

ordertoavoidfurtherincreaseintheprices.
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Incasethereisneedtoreduceexcesscapacity.Moderateinflation

encouragestheuseoftheavailableresourcesresultingintoincreased

productionofgoodsandservicesandreductioninthelevelofexcess

capacity.

Incasethereisneedtoencouragemobilityoflabourintheeconomy.Due

toinflation,labourmovesfrom lowpayingjobs/areastohighpaying

jobs/areasandthisgivesrisetomobilityoflabour.Insuchasituation,a

lowrateofinflationbecomesdesirable.

WhenthereisneedtoMildinflationpromotesentrepreneurship.The

increaseinprofitmarginsencouragemanypeopletoriskinbusiness

venturesinordertohavesomeitemstosellandgettheprofits.

Theconceptofstagflation

Thisisreferstoasituationwherethereisco-existenceofhighratesof

inflationandhighlevelsofunemployment.

Adverseeffects/Costs/Demeritsofstagflation

 Increasecostsoflivingduetoincreasedprices.

 Declineinpeopleswelfareduetorisingpricesofgoodsandservices

andhighlevelsofunemployment.

 Declineintherateofsavingsduetolowincomesandhighrateof

inflation.
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 Lossofconfidenceinthecountryscurrencyasamedium of

exchange.

 Worsenstheincomeinequalityproblem.

 Discouragesinvestmentduetohighcostofborrowingcapital.

 Increasessocialdistressortensioninthecountry.

 Worsensthebalanceofpaymentproblem duetostagnantoutput.

Measurestoreducestagflation

 Reducetaxestoencourageinvestment.

 Liberalizetheeconomy.

 Subsidizeproducerstoreduceproductioncostsandthuspromote

investment.

 Increasegovernmentexpenditureonproductionandinvestment

activities.

Relationshipbetweeninflationandunemployment

 Highratesofinflationdiscouragesavingandinvestmentthus

causingunemployment.

 Highlevelofunemploymentofresourcesmayleadtolowproduction

thuscausinginflation.
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 Highlevelofinflationleadstohighdemandforwagesmaking

employersadoptcapitalintensivetechniquesofproductionthus

causingunemployment.

 Highinflationaryratesreducethelevelofaggregatedemandhence

unemploymentofresourcesespeciallylabour.

 Fightinginflationthroughreducedgovernmentexpenditurelimits

fundsavailableforinvestmentleadingtounemployment.

Theoriesofinflation

1.Monetarytheoryofinflation.

Thisstatesthatifthemoneysupplyrisesfasterthantherateof

growthofnationalincomethentherewillbeinflationinthe

economy.

2.Demandpulltheoryofinflation.

AccordingtoLordJ.M Keyneswhoputforwardthistheory,

inflationiscausedbyexcessiveaggregatedemandthatisnot

matchedbyaggregatesupplyatfullemploymentlevelof

resources.Inotherwords,increaseinaggregatedemandwithout

increaseinaggregatesupplyforcespricestoshootupleadingto

inflation.

Accordingtothistheory,inflationoccurswhendemandforgoods

andservicesexceedtheexistingsupplyofgoodsandservices.
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3.Costpushtheoryofinflation.

Thistheorysuggeststhatinflationresultsprimarilyfrom the

increaseintheproductioncostsusuallybyrisingpricesofraw

materials,excessivewageincreasefrom tradeunionpressure

amongothers.

4.TheStructuraliststheoryofinflation.

Accordingtothestructuralists,inflationiscausedbyastructural

breakdownoftheeconomyeitherduetobadeconomicpolicies,

warsorpoorharvestsintheagriculturalsectorcausedby

unfavourablenaturalfactors.Accordingtothestructuralists,

inflationresultsfrom supplyrigiditiesandsupplybottlenecks.

Guidingquestions

1.(a)(i)Distinguishbetweenstructuralinflationandcostpushinflation.

(ii)Giveanytwocausesofcostpushinflation.

(b)(i)Distinguishbetweencostpushinflationandbottleneckinflation.

(ii)Mentionanytwomeasuresthatcanbetakentocontrol

bottleneckinflation.

(c)(i)Distinguishbetweensuppressedinflationandhyperinflation.

(ii)Giveanytwoeffectsofhyperinflationinaneconomy.
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(d)(i)Whatismeantbystagflation?

(ii)Suggestthreemeasuresthatcanbetakentoreduce

stagflationinaneconomy.

(e)(i)Differentiatebetweeninflationandreflation.

(ii)Mentionanytwopositiveeffectsofcreepinginflationin

Uganda.

2.(a)Distinguishbetweenmildinflationandhyperinflation.

(b)ExplaintheeffectsofhyperinflationinUganda.

3.(a)Distinguishbetweencostpushinflationanddemandpullinflation.

(b)AccountforthepersistentinflationinUganda.

4.(a)Distinguishbetweencreepinginflationandgallopinginflation.

(b)ExaminetheeffectsofinflationinUganda.

5.(a)Differentiatebetweenimportedinflationandscarcityinflation.

(b)AssesstheimpactofinflationinUganda.

6.(a)WhatistherationaleforcontrollinginflationinUganda?

(b)UnderwhatcircumstancesmayinflationbedesirableinUganda?

7.(a)WhatarethecausesofinflationinUganda?

(b)Examinethemeasuresthatarebeingtakentosolvetheproblem

ofinflationinUganda.
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8.(a))ExplainthecausesofinflationinUganda.

(b)ExaminetheobjectivesofcontrollinginflationinUganda.

9.(a)ExaminethecausesofinflationinUganda.

(b)Whymayalowrateofinflationinaneconomybedesirable.

10.(a)Whyisinflationconsideredaproblem inUganda?

(b)Suggestmeasuresthatshouldbetakentocontrolinflationin

Uganda.

"StaysafeduringthisCoronabreak"


