565/2 BUSINESS STUDIES MARKING SCHEME
Q. 1 

· Indicates standards of living
· Able to compare standards of living in different countries

· Assessing the performance of the economy over time

· Assisting the government to plan the economy

· Help in investment decisions

· Redistribution of resources

5 x 2 = 10 marks

Q 1b.

· Alleviation of poverty among citizens

· Enhancing equitability in income distribution

· Eradicating illiteracy in the country

· Enhancing the health of the people

· Reducing foreign control of the economy

· Raising the standards of living of the people.

5 x 2 = 10 marks
Q2(a)

	Public limited company
	Private limited company

	1. Minimum membership is seven 
persons and no maximum
	(i) Minimum membership two person and maximum of fifty persons.

	ii. Advertise it’s shares to the public
	ii. Do not advertise it’s shares to the public

	iii.Shares are easily transferable from one person to another without consent of others
	iii. Transfer of shares can only be done with consent of other members

	iv. Can start operations with a minimum of three directors
	iv. Can start operations with one director

	v. Certificate of training is issued
after raising minimum capital
	v. Certificate of trading may be issued immediately after registration.

	vi. Can only start operations after receiving certificate of trading
	vi. Can start operations   immediately after registration.

	Vii. Audited annual financial statements must be published and filed with the Registrar of companies
	vii. Audited annual financial statements neither required to be published nor to be field with the registrar of companies.






5 x 2 = 10 marks
Q2b.

· Give export compensation to exporters to encourage them boost production.

· Subsidise on the high cost of production e.g expenses power /fuel in order to make goods compete in the international market.

· Export only few goods / need to diversify in the production of many goods.

· Provide good infrastructure

· Production of quality goods to meet international standards.

· Custom drawbacks for importers of raw materials of goods produced and exported.

· Promote exports in world market

· Add value to our goods / not to export primary goods

· Forming trading blocks like COMESA, EAC etc.

3a

· Administration post
·  Communication centre
· Documents handling and processing

· Data processing unit

· Record management centre           4 x 2 = 8 marks
3b.
W1


Dr.


Motor vehicle a/c


Cr.

                            Shs                                                               Shs.

Cash

720,000(
Provision for Depreciation
36,700(





Depreciation for the

 period (P&L)


180,00

________
Bal. c/d (B/sheet)


503,300



720,000





720,000
Dr.

W2
Motor vehicle a/c



Cr.

                             Shs.                                                                         Shs.
Cash

250,000(
Depreciation for the 







period (P&L)



30,000(
________
Bal. c/d (B/sheet)


220,000(



250,000





250,000
Dr.

W3
                   Motor vehicle a/c

Cr.

                          Shs.                                                              Shs

Cash

30,000(
Balance c/d ( B/ Sheet)
12,000(
________
Profit & loss a/c

18,000(



30,000





30,000
GATHERU TRADERS
(TRADING, PROFIT & LOSS A/C

Dr.

For the year ended 31st December 2004

Cr.




 
  Shs





Shs.

Purchases

  
 45,700(


Sales

63,500(
Less closing stock
    
 6,000(


Cost of Goods sold   
            39,700(
Gross Profit c/d
   
23,800(



   
________




________



   
63,500(




63,500(
Depreciation on 




Gross profit b/d           23,800(
Motor vehicle (W1)  180,000(
Depreciation on

Furniture (W2)  
    
30,000(


Net loss 
232,200(
Salaries 

30,000(
Less prepaid

Salaries 12,000 
     
18,000(
Carriage on sales           
600(
General Expenses     
           27,400(




__________


 
        __________
        



 256,000




256,000 
3 (b




     Gatheru Traders

Balance Sheet (
As at 31st / Dec. 2004










Shs
          Shs.

Fixed Asset
Shs
  
 Shs

 Capital
          1,000,000   
Furniture

    220,000(

     Less Net loss            232,200
Motor vehicle       503,300(   723,300                Net  capital                                 767,800

Current assets



              Current liabilities

Debtors             70,000(


  Creditors

                      63,500(
Prepaid salaries 12,000(
Stock 

6,000(
Bank                   20,000 (   108,000(




 _________




         831,300




             831,300









36 x 1/3 = 12 Marks
4(a) 
Increasing output / increasing imports / decreasing exports

· Control money wages

· Introduce price control and rationing
· Encourage large scale production

· Import goods to meet excess demand

· Restrict government spending

· Stimulate savings

· Credit control

· Use of taxation

5 x 2 = 10 marks

4b: 
-    High  demand / large market

-     Proper utilization of resources

· Competition leads to quality goods

· Adequate labour force

· Stimulate technological development

· Security due to numerical strength.

5 x 2 = 10 marks
5(a)
- increasing sales / increased volume of sales
· By lengthening period of competition / sales
· Creation of customer loyalty as they anticipate to be millionaires

· Promotion of company image

· Creation of product awareness

· Relatively cheap method of promotion.          5 x 2 = 10 marks.
5 (b)
- low volumes of output
· Low quality products

· Unemployment

· Lack of specialization and division of labour

· Hinderance to innovation and invention

· Encourages individualism and self centred lifestyle.

· Limited exploitation of talents and skills
  5 x 2 = 10 marks
6(a)
- congestion caused by both human and traffic
· Insecurity

· Unfair competition

· Increased illegal activities

· Scarce potential investors

· Pollution of urban areas.

· Political agitation / mass demonstration
· Strain on social amenities
· Strain on social amenities
 4 x 2 = 8 marks

6(b)


                             Sales Journal (
	Date
	Particulars
	Invoice No.
	L.F
	Amount Sh.

	March 4th

	Mutua
	
	
	92,000


General Journal (
	Date
	Particulars
	L.F
	Dr.    (shs.)
	Cr.      (Shs)

	March 6th
        (
	Computer
Furniture

Kei electronic

Being a record of a computer bought on credit from Kei.

Electronics settling it partly with an old furniture
	
	120,000 (
	35,000 (
85,000 (


Sales Returns Journal (
	Date
	Particulars
	Credit note
	L.F
	Amount Sh.

	March 8th
	Mutua
	
	
	10,000 (


Purchase Journal (
	Date
	Particulars
	Invoice No.
	L.F
	Amount Sh.

	March 17th
	Ruai traders
	
	
	84,000(


Purchase Returns Journal ( 
	Date
	Particulars
	Credit note
	L.F
	Amount Sh.

	March 26th
	Ruai Traders
	
	
	5,000


Mutual A/C

	Date
	Particulars
	L.F
	Amount (Sh)
	Date
	Particulars
	L.F
	Amount (sh)

	March
4th
	Sales
	
	92,000(
	March
8th
	Sales Returns
	
	10,000(


Sales A/C

	Date
	Particulars
	L.F
	Amount (Sh)
	Date
	Particulars
	L.F
	Amount (sh)

	
	
	
	
	March

4th
	Mutua
	
	92,000(


Computer A/C

	Date
	Particulars
	L.F
	Amount (Sh)
	Date
	Particulars
	L.F
	Amount (sh)

	March

6th
	Kei electronics 
Furniture
	
	85,000(
35,000(
	
	
	
	


Furniture A/C

	Date
	Particulars
	L.F
	Amount (Sh)
	Date
	Particulars
	L.F
	Amount (sh)

	
	
	
	
	March 6th
	Computer 
	
	35,000(


Kei Electronic A/C

	Date
	Particulars
	L.F
	Amount (Sh)
	Date
	Particulars
	L.F
	Amount (sh)

	
	
	
	
	March

6th
	Computer
	
	85,000(


Sales Returns A/C

	Date
	Particulars
	L.F
	Amount (Sh)
	Date
	Particulars
	L.F
	Amount (sh)

	March

8th
	Mutua
	
	10,000(
	
	
	
	


Purchases A/C

	Date
	Particulars
	L.F
	Amount (Sh)
	Date
	Particulars
	L.F
	Amount (sh)

	March

17th
	Ruai traders
	
	84,000(
	
	
	
	


Purchases Returns A/C

	Date
	Particulars
	L.F
	Amount (Sh)
	Date
	Particulars
	L.F
	Amount (sh)

	
	
	
	
	March

26th
	Ruai traders
	
	5,000


Ruai Traders

	Date
	Particulars
	L.F
	Amount (Sh)
	Date
	Particulars
	L.F
	Amount (sh)

	March

26th
	Purchases returns
	
	5,000(
	March

17th
	Purchases
	
	84,000(







24 x ½   = 12 marks
The Examiner                      1             SET 7
The Examiner                      7             SET 7

