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INSTRUCTIONS: ANSWER QUESTION ONE AND ANY OTHER TWO

QUESTION ONE
a) Identify six difficulties that economists encounter while estimating National Income of a Country.
 (6 marks)

b)  Discuss five factors affecting the size of national income
                 (10 marks)

c) Illustrate the circular flow of income in a four sector economy.                            ( 6 marks )
d)
Define government expenditure.
(2marks)  

 (e) It is estimated that Kenya has approximately 46 banks. Discuss the role of these banks in the Kenyan Economy.
(6 marks)

QUESTION TWO
a) Discuss the Irvin Fisher’s theory of Money.
                                                              (10marks)
(c) Discuss FIVE instruments of monetary policy that the central bank uses in in dealing with Excess money in circulation.  (10 marks)
QUESTION THREE
i. Outline the four types of economic integration (4 marks)
ii. Assume the following information represents the National Income Model of an ‘Utopian’ economy.

Y = C + I + G

C = a + bY 

I = IO
G = GO

i. Explain the economic interpretation of the parameters ‘a’ and ‘b’
 (4 marks)

ii. Find the equilibrium values of income, consumption.
(12  marks
QUESTION FOUR

i. Explain the three types of budgets




( 6 marks)
ii. You have been contracted  by KY county to assist them in coming  up with  a good tax system. Discuss the main  principles  that such a system should adhere to. (15 marks)
