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QUESTION ONE

a) Precisely explain the importance of:

i. Tax incidence (4 marks)
ii. Taxable capacity (4 marks)
b) What are welfare implications of imposing a road toll? (6 marks)

c) Assess the relevance of the canons of public expenditure in modern times
(6 marks)
d) Discuss the merits of Value Added Tax (VAT) in the context of a good tax

system (10 marks)

QUESTION TWO
a) ‘In a market economy, the government has no role to play in the allocation
of resource’. Discuss this statement (10 marks)
b) What are the distinguishing characteristics of a public good? What are some
of the problems which the government faces in provision of public goods?
(10 marks)
QUESTION THREE
a) Discuss the shortcomings of the Kenyan tax system (10 marks)
b) Precisely discuss the implications of licensing an asbestos factory which
emits asbestos dust and discharges its noxious wastes into a river estuary
(10 marks)
QUESTION FOUR
a) Public debt constitutes a burden to future generations. Discuss this
statement (10 marks)
b) Using appropriate illustrations and examples, discuss the incidence of a tax

under increasing returns and monopoly (10 marks)

QUESTION FIVE
“Educations cuts can be criticized because education is a public good. Increase
in tuition fees can be justified because education is a private good”. Discuss

these two statements (20 marks)



