INSTRUCTIONS:

· Answer question one and any other two questions

Question one

i. Explain why countries trade with one another. 

(6 marks)

ii. Explain the Mercantilism theory and show its relevance to the modern economies as nations trade with one another. 

(8marks)

iii. Through illustrations and giving relevant examples discuss the following classical theories that explain the basis for international trade

a. Absolute advantage theory.


 (6marks)

b. Comparative advantage theory.

 (6marks)

iv.   Explain your understanding of economic integration and distinguish.   

between trade creation and trade diversion. 

(4marks).

Question two

I. Giving examples discuss the reasons for international movement of capital. (12marks)

II. Assume you want to start an agro-based agricultural firm in another country what challenges would you encounter in international marketing and how to mitigate them.

 (8marks)

Question three

i. Discuss the potential benefits and costs of foreign direct investment by a Chinese agricultural company to Kenya as a host country.  (10marks)

ii. Using a clearly labelled diagram explain the potential causes of export instability particularly in developing countries like Kenya.  (10marks)

Question four

i. Discuss ten instruments used to distort free flow of agricultural goods and services between various countries around the world.   (14marks)

ii. Explain giving practical examples your understanding of regional integration. (3marks)

iii. What are the challenges for foreign assistance to developing agricultural based economies.  (3marks)

