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QUESTION ONE (COMPULSORY) 

(a) Do you agree that competition is part and parcel of the market economy. Discuss            [5 marks] 

(b) Explain Product method as one of the methods of measuring national income                  [5 marks]                                                                                                                               

(c) Describe the characteristics of a good tax system.                                                              [5 marks] 

(d) Explain discretionary fiscal policy as one of the tools for controlling inflation or deflation.   

                    [5 marks] 

(e) Briefly describe the limitations of using national income statistics to indicate the standard of 

living.                                                                                                                                   [5 marks] 

 

QUESTION TWO 

(a) What do you understand by market economy? Explain its merits.                                   [10 marks] 

(b) Is Kenya a market a market economy? Support your answer.                                            [5 marks]  

 

QUESTION THREE 

(a) Define direct taxes                                                                                                               [3 marks] 

(b) Describe the merits and demerits of direct taxes                                                               [12 marks]   

 

QUESTION FOUR 

(a) What does fiscal policy mean                                                                                              [2 marks] 

(b) Explain the objectives of fiscal policy                                                                               [13 marks]     

 

QUESTION FIVE 

With special reference to Kenya, describe the role of the government in economic growth.     

                   [15 marks] 

QUESTION SIX 

Write short notes on the following; 

i. Demerits of indirect taxes                                                                                           [5 marks] 

ii. Anti-deflationary fiscal policies                                                                                  [5 marks] 

iii. Demerits of a market economy                                                                                   [5 marks]    


