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SECTION A (30 MARKS) — ANSWER ALL QUESTIONS IN THIS SECTION
QUESTION ONE (30 MARKS)

a) Distinguish the following terms as used in agricultural marketing and international trade

I.  Closed economy and open economy (2 marks)

ii.  Perfectly competitive markets and imperfect markets (2 marks)

iii.  Import tariffs and export subsidies (2 marks)

b) Describe four principles of the world trade organization. (4 marks)

c) With an example in Kenya, describe how hedging strategies helps address the challenges
of price variation in agricultural markets. (4 marks)

d) Describe three roles of prices in a market-based economy. (6 marks)

e) It is often agreed that any economy left to the market forces is unlikely to operate

efficiently. Discuss this statement. (10 marks)
SECTION B (40 MARKS) — ANSWER ANY TWO QUESTIONS IN THIS SECTION

QUESTION TWO (20 MARKS)

a) Middlemen are an ability to fairness in agricultural market systems in Kenya. Discuss this

statement. (10 marks)
b) Using an appropriate graph, describe the Heckschr Ohlin (H-O) theory of international
trade. (10 marks)

QUESTION THREE (20 MARKYS)

a) Describe five types of agricultural marketing organization providing relevant examples in

each case. (10 marks)
b) Describe the welfare effects of quantitative restriction of agricultural products from a
foreign country. (10 marks)

QUESTION FOUR (20 MARKS)

a) The Kenya government often imposes a price ceiling on maize flour to cushion vulnerable
consumer’s. describe welfare effects of the policy intervention. (20 marks)
b) Describe five non-tariff measures that hinder international trade of agricultural products.
(10 marks)
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