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SPECIAL INSTRUCTIONS
1. Write your REGISTRATION NO. Clearly on the answer booklet(s).
2.  Answer Question One and ANY other TWO questions.
3. Questions in all sections should be answered in answer booklet(s). 
4. PLEASE start the answer to EACH question on a NEW PAGE. 
5. For the questions, write the number of the question on the answer booklet(s) in the order you answered. 
6. Write on both sides of each leaf and indicate number of each question at the top of each page.
7. Write the answers in paragraph form unless stated otherwise. 
8. Marks allocated to each question are shown at the end of the question.
9. All rough work must be done on the answer booklet and crossed through! 
10. Use supplementary pages only when you have exhausted those in this booklet.
11. Fasten the supplementary pages to the inside back cover of this booklet.
SECTION A: (30 MARKS). COMPULSORY QUESTION

QUESTION ONE
a) Give your understanding of the following:
i. Economic statecraft. 						        		(2 marks)
ii. Policy Analysis. 							        	(2 marks)
iii. Economic Sanctions.	 					        		(2 marks)
iv. Tariff concession. 							        	(2 marks)
v. Financial Crisis. 							        	(2 marks)

b) Identify the objectives of economic policy Analysis				(5 marks)

c) Explain three important steps in any economic policy formulation. 		(8 marks)

d) Discuss the positive and negative use of economic sanctions by governments to achieve foreign policy objectives. 								(7 marks)

SECTION B: CHOOSE ANY TWO QUESTIONS (40 MARKS)
QUESTION TWO
a) Clearly describe ANY three Tools of economic statecraft 			(6 marks)
b) Explain the economic policy goals of a country. 					(6 marks)
c) Discuss Tinbergen’s model on economic policy formulation 			(8 marks)

QUESTION THREE
Free trade occurs when governments do not attempt to restrict what citizens can buy from another country or what they can sell to another country. While many nations are nominally committed to free trade, they tend to intervene in international trade to protect the interests of politically important groups: 
a) State THREE arguments for government intervention in free trade	 	(6 marks)
b) Explain the following policies as used in restricting free international trade 
i. Tariffs 									(2 marks) 
ii. Subsidies 									(2 marks) 
iii. Import Quotas								(2 marks)
iv. Voluntary Export Quotas							(2 marks)

c) Discuss any FIVE challenges that normally arise in the implementation of trade policy between trading partners. 							(6 marks)

QUESTION FOUR
Assume that Amalepia, a hypothetical developing country in Africa, is pursuing an
inward-looking strategy, with extensive controls on prices, wages, interest rates, imports, capital movements and extensive state participation in the productive system. Further assume that Amalepia has serious balance of payments and inflationary difficulties, declining per capita incomes with falling savings and investment levels.

Required
a) Give five general characteristics of developing countries? 			(5 marks)
b) Explain the importance of Foreign Aid in the economic development of developing countries. 									(7 marks)
c) Discuss the range of policies that you would prescribe to improve the economic performance of this hypothetical country. 							(8 marks)

QUESTION FIVE
Many countries have been hit badly concerning the current economic crisis (COVID-2019). Many economists are trying to come up with a proper theory of money to recover the economy. 
Required
a) Explain three ways in which the World Bank can help Kenya to deal with the effects of COVID 19? 									(6 marks)
b) What happens during a financial/currency crisis? 				(4 marks)
c) What happened during Asian Financial Crisis? 				(4 marks)
d) Discuss the role of the IMF during Asian Financial Crisis? 			(6 marks)
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