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INSTRUCTIONS 

1. This paper contains six questions. 

2. Answer any four questions. 

3. Start each question on a new page. 
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1. Define public goods, externalities, and intervention, and explain how these 
concepts justify government intervention in a market economy. [25 marks] 

2. With reference to a country of your choice, identify and discuss the  four 
"canons of taxation" originally proposed by Adam Smith [25 marks]

3. Explain the role of fiscal policy in promoting economic stability [25 marks]
 

4. Using  illustrative  examples,  discuss  the  use  of  expansionary  and 
contractionary fiscal policies [25 marks] 

5. Discuss the economic effects of excessive government borrowing, including 
its impact on future interest obligations and fiscal flexibility [25 marks]

6. Discuss budget deficit and public debt, and list common measures used to 
track fiscal imbalance [25 marks]

END OF EXAMINATION
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