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QUESTION ONE 

The African Union has launched the operational phase of the African Continental Free Trade Area (AFCFTA), which will be the world’s large free trade area by number of countries once it’s fully up and running. After years of talks, the goals is to establish a single market for goods and services across 54 countries, allow the free movement of business travelers and investments and create a continental customs union to streamline trade and attract long term investment.

The agreement is seen critical for growth and job creation for African and its 1.27 billion people. Clinching Nigeria’s agreement and moving into the operational phase this July was a significant step: ‘ We now have leaders of 54 countries putting their neck on the line for this agreement. It’s a game –changer. There’s much more political energy today than there has ever been on integration,” said Arancha Gonzalez Laya, Executive director of the International Trade Centre (ITC). She was speaking during a session at the World Economic Forum on Africa, developed with the Forum’s platform for shaping the future of International Trade and Investment.

Intra Africa trade has been historically low. Intra – African exports were 16.6% of total exports in 2017, compared with 68% in Europe and 59% in Asia, pointing to untapped potential. It will be a challenge to make way for easy and quick facilitation of people and goods in Africa because there is so much fragmentation, with economies at widely varying stages of development, experts speaking at the session noted. While the reality is there will most likely be winners and losers speaking at the session noted. While the reality is there will most likely be winners and losers, the role of the session noted. While the reality is there will most likely be winners and losers, the role of the African Union will be to ensure shared prosperity on the continent, creating supportive policies, eliminating monopolies, and stamping out uncompetitive behavior. 

(a) Trade between developed and developing countries is trade between two unequal partners. Considering that many developed countries in Africa have liberated their economies, discuss the consequences of free trade between developed and less developed countries.											[15 marks]
(b) Why do you think regional trade agreements in Africa don’t succeed? 	[10 marks]
(c) What are the advantages of trade liberalization? 				[5 marks]

 QUESTION TWO 
(a) Public debt is rising in Kenya. Discuss the case for and against rising public debt. 												[14 marks]
(b) Explain any 3 reasons why structural adjustment programs do not necessarily alleviate poverty even though lots of funds are directed to such efforts. 		[6 marks]

QUESTION THREE 
(a) [bookmark: _GoBack]Explain the main gains that Kenya has achieved being a member of IMF. 	[10 marks]
(b) Describe the strategic trade theory.						[10 marks]




QUESTION FOUR 
(a) Most developing countries experience problem in balance of payments because of overreliance on importation. Suggest monetary policy that they can adopt to improve their balance of payment.								[10 marks]
(b) Describe the theory of comparative and absolute advantage.			[10 marks]
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