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INSTRUCTIONS TO CANDIDATES:
Answer question ONE and any other THREE questions.
QUESTION ONE (30 MARKS)
a) Explain the meaning of public policy. (2 marks)
b) Explain the objectives of public policy. (3 marks)
c) Define the term “Economic Efficiency” as used in economics. (2 marks)
d) Using graphs where appropriate, explain the meaning of the following dimension of Economic Efficiency:
i. Static efficiency. (5 marks)
ii. Dynamic efficiency. (5 marks)
iii. Distribution efficiency. (3 marks)
e) i.           Clearly describe four instruments of public policy. (8 marks)
ii.          Suggest measures which can be taken to improve the execution of public policy. (2 marks) 
QUESTION TWO (20 MARKS)
a) Briefly explain the steps taken in public policy formation. (6 marks)
b) Explain seven efficiency criteria for assessing instruments of public policy. (14 marks)

QUESTION THREE (20 MARKS)
a) i. Using a graph, explain welfare optimizing model using public and private consumption goods. (6 marks)
ii. State the assumptions of the model above. (4 marks)
b) i. Describe the satisfying model of political decision-making process. (5 marks)
ii. Compare the two types of model above. (5 marks)
QUESTION FOUR (20 MARKS)
a) i. Explain the role of information in the market. (4 marks)
ii. Highlight the criteria used to evaluate market information. (4 marks)
b) i. What are the contents of a good development plan. (5 marks)
ii. Explain the reasons for poor implementation of Development plans in developing countries. (5 marks)
c) Suggest measures which can be taken to improve Development planning in Developing countries. (2 marks)
QUESTION FIVE (20 MARKS)
a) i. What are the causes of income inequality in society. (4 marks)
ii. Explain the concept of Dynamic Redistribution. (2 marks) 
iii. Give the components of Dynamic Redistribution as a means to eradicate poverty. (6 marks)
b) Suggest measures to eradicate poverty in Kenya. (5 marks)
c) Explain the contributions of multinational companies in Kenya’s Economic Development. (3 marks)
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