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SCHOOL OF PROFESSIONAL STUDIES

UNIT coDE: BBALT,IBBIT2il: pRINCIpLEs oF MACR.EC,NOMICS

.!- DECEMBER 2017 TIME: 3 HOURS

INSTRUCTI0NS: Answer UUESTI)N oNE ancr any other TWo

QUESTION ONE

\-

a) State and explain the major goals of macroeconomic poricy. (4 marks)b) Discuss any three major tools of monetary policy ur"d in regulating the amount ofmoney in circulation (6 marks)
c) Discuss the importance of international trade for a country.(4 marks)d) Distinguish between balance of trade and balance orfuy.r"rts. (4 marks)e) what is the major role of the commercial_banking ,"i,o. in the economy? (3 marks)I Money helps overcome the weaknesses of barter.biscuss (3 marks)g) Taxation is a means by which governments finance their expenditure. Briefly discussrvhy governments levy taxes. (3 marks)
h) Intentional trade activities are likely to te affected by a number of factors. Discuss thisstatement. (3 marks)
QUESTTON TWO
a) Explain the following terms:-

(i) Gross Domestic products
(ii) Net National Income 

"s (5 marks)

u)_ pxptain the imporlance of national income estimares. 3 ffil[:]
QUESTION THREE
a) What is public finance? (2marks)
b) Explain the main functions of central Bank of Kenya.(gmarks)c) Distinguish betwe6n the terms economic growth und 

"tono,ric 
development as used ineconomics. (5 marks)

QUESTION FOUR
i) Explain the main causes of the disequilibrium in the balance of payments for many thirdworld countries.(7 marks)
ii) Exchange rates are likely to be influenced by various factors in a country. Demonstrateyour understanding of five likely influences of exchange rates (g marks)
QtTESTION FIVE
Unemployment refers to a situation where factors of production are willing and capable ofbeing employed at the prevailing market wage rate but are involuntariTy unutilized orunutilized' Discuss five causes of unemployment in Kenya and propose five strategies tocurb this shortcoming. (15 marks)
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