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CEKENAS
BUSINESSSTUDIES
565/1
2 HOURS
JULY/AUGUST
ENDOFTERM TWOEVALUATIONTEST2018
BUSINESSSTUDIESPAPER1

1.HighlightfourwaysinwhichKenyamaybenefitfrom itsnaturalresourcesendowment.
(4mks)

2.Outlinefourwaysinwhichcommercesatisfieshumanwants. (4mks)
3.Thefollowinginformationwasextractedfrom thebooksofSaraiTradersfortheyearended30thApril2003.

Shs.
Sales 480,000
Stock(1.05.13) 80,000
Stock(30.04.14) 120,000
Profitmarginiscalculatedat25%

Calculatetherateofstockturnover.
4.Outlinefourcircumstancesunderwhichaproducermaynotrequirealargewarehouse

(4mks)
5.Highlightfourmoneytransferservicesofferedbycommercialbanks.
(4mks)
6.Highlightfourmeasurestakenbyproducerstoensureconsumersareprotectedwhenusingtheirproducts

(4mks)
7.Outlinefourcircumstancesthatallowexistenceofmonopoliesinacountry.
(4mks)
8.IntheabsenceofthePartnershipDeed,theprovisionsofthePartnershipActoftheLawsofKenyaapplies.Outline

fourstatedprovisions.
(4mks)

9.Thedemandcurveforpersonalcars/vehiclesinKenyahasintherecenttimesshiftedtotheright.Givefourpossible
reasonsforthis.
(4mks)

10.Thetablebelowshowsthesourcedocumentsandtheircorrespondingbooksoforiginalentry.Identifythecorrect
oneineachcase.

SourceDocument BookofOriginalentry
i) Incominginvoice
ii) Outgoingreceipt
iii)IncomingCreditNote
iv)OutgoingCreditNote

(4mks)
11.Outlinefourcharacteristicsofdirectproduction.

(4mks)
12.Indicateinthetablebelowthemostappropriateofficemachineonewouldusetohandlethefollowingsituations.

(4mks)
OfficeSituation Mostappropriatemachine
a)Needtoproducetwentycopiesofexamsanalysisfora

meetinginsession
b)Cuttingunwanteddocumentintotinypiecestoavoid

suchdocumentgettingintothewronghands
c)Forprintingpostageimpressionsonenvelopes
d)Fortrimmingdocumentsintorequiredshapesandsizes.

13.Statefourfactorsthataninsurancecompanymayconsiderwhendeterminingthepremiumstobechargedforan
insurancecover.

(4mks)
14.Outlinefourdrawbacksmetwhencomparingstandardsoflivingindifferentcountries. (4mks)
15.Identifyfourbarrierstoeffectivecommunication. (4

mks)
16.Taxationisamainsourceofpublicfinance.Highlightfourfactorsthatcomeinplaytodeterminetheamountof

revenuecollectedbyanycountryusingit.
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(4mks)

17.BelowisaviciouscircleofpovertycausedbyaRAPIDPOPULATIONGROWTH.Fillinthemissingspaces
(4mks)

18.OnJuly12016,Emayang’atradershasKsh.6,000cashinhand;bankoverdraftofKsh.2,000.Duringthemonth,the
followingtransactionstookplace.
July4th: Receivedachequefrom debtorstotalingtoKsh.80,000
July16th: PaidtelephonebillsKsh.1,200cash
July21st: WithdrewKshs16,000from bankforofficeuse.
Required:EntertheaboveinformationinEmayang’aTrader’sCashBook.
(4mks)

19.Outlinefourfactorsthatanentrepreneurshouldconsiderbeforesettlingupamanufacturingbusiness. (4
mks)

20.Outlinefourchallengesassociatedwithheavytrafficjam inurbanareas.
(4mks)

21.Completethefollowingtablebyindicatingtheaccounttobedebitedandtheonetobecredited
(4mks)

Transaction AccounttoDR AccounttoCR
i) Boughtadeliveryvanoncredit

from SuperMotorLtd.
ii)Withdrew cashfrom thebank

forbusinessuse
iii)PaidNyamu,acreditorincash
iv)Received a loan from NBC

Bankbycheque

22.Thefollowingbalanceswereextractedfrom thebooksofGraraTraderson30thJune2015
Purchases 200,000
Openingstock 40,000
Closingstock 30,000
Sales 300,000
Salesreturns 5,000

Calculate:
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i) Costofgoodssold
ii) Percentageofgrossprofitonnetsales

(4mks)
23.Onthetablegiven,indicatetheappropriatetypeofadvertisingmethodused.
(4mks)

Description Type
i)Topromoteaparticularbrandofaproduct -
ii)Topersuadeacustomertobuyaproduct -
iii)Creatingawarenessaboutaproduct -
iv)Topromotethenameofacompany -

24.KeithownedamotorvehiclevaluedatSh.2,000,000.HecomprehensivelyinsuredthecaratSh.1,200,000.The
motorvehiclewasinvolvedinanaccidentanddeclaredawriteoff.CalculatetheamountKeithshouldgetfrom
theinsurer.(4mks)

25.Statefournegativeeffectsofunemployment.
(4mks)
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CEKENAS
BUSINESSSTUDIES
565/2
2½ HOURS
JULY/AUGUST
ENDOFTERM TWOEVALUATIONTEST2018
BUSINESSSTUDIESPAPER2

1.a)Describefiverolesofanofficeasacentreofcommunication.
(10mks)

b)Discussfivewaysofdealingwithpublicdebt.
(10mks)

2.a)Discussfivebusinessconsiderationsmadebyanentrepreneurwhenevaluatingabusinessopportunity
(10mks)

b)Explainfivecausesofbalanceofpaymentdeficitinacountry.
(10mks)

3.a)Describefivecircumstancesinwhichhumanporterageisappropriateasameansoftransport.
(10mks)

b)Usethefollowingtransactionstopreparea2columncashbook.
Jan.1: Startedbusinesswith50,000cash
Jan3 : Transferred30,000cashtobank
Jan4 : Boughtgoodsworth20,000bycheque
Jan6: Receivedcash40,000from debtors
Jan7 : Soldstockworth10,000receivingpaymentbuycheque
(10mks)

4.a)ThefollowingbalancesrelatetoMotoEnterprisesasat31December2016
Landandbuilding 1,500,000
Stock(1.1.16) 60,000
Purchases 740,000
Stock(31.12.16) 54,000
Returninwards 15,000
Returnoutwards 18,000
Discountreceived 10,000
Rentandrates 20,000
Advertising 42,000
Sales 1,700,000
Waterandlighting 28,000
Salaries 56,000
Commissionspaid 13,000
Carriageinwards 60,000

Required:MotoEnterprisesTradingandprofitandlessaccountfortheyearended31stDecember2016.
b)i)Usingawelllabeleddiagram illustratepriceandoutputdeterminationinanoligopolymarketstructure.

(8mks)
ii)Accountforpricerigidityinthismarketstructure (2mks)

5.a)Explainfivereasonsforraisingfinancesthroughsaleofordinarysharesinsteadofdebentures
(10mks)

b)HighlightfivedifferencesbetweenCentralBankandCommercialBanks
(10mks)

6.a)Discussfiveproblemswhichacountrycanfacewhenimplementingadevelopmentplan. (10
mks)

b)Explainfivecircumstancesinwhichaninsurermayrefusetoinsureanapplicant. (10
mks)
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CEKENAS
BUSINESSSTUDIES
565/1
2 HOURS
JULY/AUGUST
ENDOFTERM TWOEVALUATIONTEST2018
BUSINESSSTUDIESPAPER1
MARKINGSCHEME

1.–Sourceofforeignexchange
 Provisionofrawmaterials
 Creationofemploymentasthenaturalresourcesareextracted.
 Provisionoflandforerectingbuildings.
 Providingenergye.g.solar,geothermale.t.c.

2.–Throughtransportation,goodsreachtheirrequireddestination.
 Throughwarehousinggoodsstoredmeetunexpecteddemand
 Throughadvertisingconsumersareinformedofthegoodsinthemarket.
 Throughbanking,theysaveandstoremoneyforfutureneedsandforsafetyreasons.
 Throughtradewhereconsumersgetswhattheydonotproduce.

3. Margin= G.P.
Sales

0.25= G.P.
480,000

G.P.=Sh.120,000

R.O.S.T.O. = CostofSales
AverageStock

ButG.P.=Sales–C.O.G.S.

120,000=480,000–C.O.G.S.

R.O.S.T.O.= 360,000
(80,000+120,000

=360,000=3.6times
100,000

4.–Wheretheproductionscaleislow
Wheregoodsareproducedaspercustomer’sorder
- Whereonehasbulkbuyers
- Wherethesizeofthemarketislarge/fastmovinggoods
- Wheretheriskofstoragefortheproductisveryhighe.g.perishablegoods

5.–Cheque
-Standingorder
-Credittransfer
-Electronicmoneytransfer(EFT)
-Telegraphictransfers

6.–Indicatingingredientsused
-Indicatingexpirydate
-Writinginstructionsontheuse/storageofproducts
-Givingcontacts/phonenumbers
-Indicatingstampofapprovalfrom KenyaBureauofStandards

7.–Whereafirm hasacopywright/patentrightsonaproduct
-Wheretechnologytoproduceaparticularproductisonlyavailabletoonefirm
-Wheremarketsizeistoosmalltoaccommodateseveralfirms
-Whereafirm hasabsolutecontrolofinputs(rawmaterials)requiredintheproductionofaparticularproduct.
-Wheretheinitialcapitalistoolargethusmakingotherfirmsunabletojointheindustry.

8.–Equalcontributionofcapital
 Nosalarytopartners
 P&Lsharingratioisequal
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 Everypartnerhasarighttotakepartintherunning
 Nointerestoncapital
 Nointeresttobechargedondrawings
 Excessofcapitalbypartnersshouldbetreatedasaloantothebusiness.
 Nopartnershouldcarryoutacompetingbusiness.

9.–Increaseinconsumer’sincome
 Fashionabletohaveapersonalcar.
 Favourablegovernmentpolicysuchasadecreaseintaxesonimportedvehicles
 Afutureexpectationofanincreaseinpricesofpersonalvehiclesorexpectationofabanontheirimportation.
 Fairdistributionofincomes
 Favourabletermsofsaleforbuyingpersonalcars
 Peerinfluence

10.–PurchasesJournal
Cashreceiptsjournal
PurchasesReturnsJournal/ReturnOutwardsJournal
SalesreturnsJournal/ReturnsInwardsJournal

11.-Goodsandservicesareoflowqualityandquantity
Encouragesindividualism
Leadstolowstandardsofliving
Useofsimplemethodsofproduction
Timewastagemovingfrom onejobtoanother
Doesnotencourageinventionandinnovation

12.–Photocopier/printer
Papershredder
Frankingmachine
Guillotine

13.–Healthoftheperson
Ageoftheperson/valueofpropertyinquestion
Frequencyoftheoccurrenceofrisks
Extentofthepreviouslosses
Valueofthepropertyinsured
Occupationoftheinsured
Residenceoftheinsured
Periodtobecoveredbythepolicy

14.–Differentcurrencies
Differentgoodsandservices
Disparityindistributionofincome
Differentneedsandtastes

15.–Languagebarrier
Poorlistening
Negativeattitude
Poortiming
Wrongmedium
Prejudgement
Emotionalresponses
Unclearsystemswithinanorganization
Noise
Unfamiliarnon-verbalsignals.

16.–Distributionofincomes
Socialandpoliticalfactors
Citizenslevelofrealincomes
Honestyandefficiencyoftaxauthorities
Economicstructureofthecountry

17.i)Highdependencyratio
ii)Lowincomes
iii)Lowsaving
iv)Lowinvestments
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18.EmanyangaTradersCashBook
Date Details F Cash Bank Date Details F Cash Bank
2016
July1
July4
July21

Balb/d
Debtors
Bank

Balb/d

‘C’

Shs.
6,000

16,000

22,000
20,800

80,000

80,000
80,000

2016
July1
July16
July21
July21

Balb/d
Telephone
Cash
Balb/d

‘C’

Shs.

1,200

20,800
22,000

Shs.
2,000

16,000
62,000
80,000

19.–Potentialdemandforgoods/services
Sourcesofrawmaterial
Securityofthearea
Legalrequirements/governmentpolicy
Sourceoflabour
Existinginfrastructure
Auxiliaryservices
Possiblereturnsoninvestment
Availabilityofroom forexpansion
Social–culturalenvironment

20.Outlinechallenges–trafficjam
 Wasteoftime
 Wasteoffuel
 Increaseofpollution
 Increaseincrime
 Highstresslevels

21. DR CR
i)Deliveryvan SuperMotorsLtd.
ii)Cash -Bank
iii)Nyamu Cash–
v) Bank NBCLoan

22.Costofgoodssold
i)Openingstock+purchases–closingstock

40,000 + 200,000-30,000=210,000
ii)PercentageonGPtonetsales

Netsales=sales–salesreturns
295000=300,000–5000
GP=Netsales–COGS
85000=-295000–210000

85000 x100 =28.8%
295000

23.i)Productadvertising
ii)Competitive/persuasiveadvertising

iii)informative
iv)Institutional

24.Compensation=Sum insuredxloss
Actualvalue
=1,200,000x2,000,000

2,000,000
=1,200,000 4mks

25.Negativeeffectsofunemployment
 Increasedsocialevils
 Increaseddependencyratio
 Reducedsavings/investment
 Lowlivingstandards
 Increasedcorruption 5mks
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CEKENAS
BUSINESSSTUDIES
565/2
FORM IV
2 HOURS
JULY/AUGUST
ENDOFTERM TWOEVALUATIONTEST2018
MARKINGSCHEME

1.a)Rolesofanofficeasacenterofcommunication
 Receivinginformationfrom varioussourcese.g.letters,calls,emailse.t.c.
 Sortinginformationforeasydispatchtorightpeople
 Disseminatinginformationtotherightpeopleforaction
 Sendinginformationtovariouspeopleforaction.
 Storinginformationforfuturereference
 Gatheringinformationrequiredindecisionmaking

(NamingImk,otherwise2mks)
2x5=10mks

b)Discussfivewaysofdealingwithpublicdebt
 Repudiation/refusaltopayifthecountryiscompletelyanabletomeettheobligation
 Borrowtopayinordernottoexposeinabilitytopay
 Negotiateforextensionofcreditperiodsothattheinstallmentsaremoreaffordabletothecountry
 Paymentinkindsothatthecountrydoesnotdirectlypartwithmoneytopaydebtielendergeneratesincome

topayhisowndebt.
 Payasscheduleduntilthedebtiscleared/asasignofgoodwill
 Pleaforpardonsothatthedebtiswrittenoff/burdenofpayingthedebtisover

(NamingImk,otherwise2mks)
2x5=10mks

2.a)Discussfivebusinessconsiderationsmadebyanentrepreneurwhenevaluatingabusinessopportunity
 Profitabilityofbusinesswhetheritisworththecapitaltobeinvested.
 Capitalrequirementandwhetherhecanaffordtoraiseitornot.
 Levelofcompetitionwhetherhecancoupornot.
 Governmentpolicywhetheritisinlinewiththeexistingpoliciestoavoidconflict.
 Labourrequirementwhetherhecangetenoughworkerswiththerequiredskillsornot.
 Locationofbusinesswhetherhewillbeabletogetasuitablelocationornot

(NamingImk,otherwise2mks)
2x5=10mks

2.b)Fivecausesofbalanceofpaymentdeficit
 Fallinvolumeofexporthencereducingexportearning
 Increaseinvolumeofimporthenceraisingexpenditureonimport
 Overvaluationofdomesticcurrencymakingexportsexpensivelowersdemand
 Devaluationofcurrencybyatradingpartnermakingimportscheaperhenceincreasetotalvolumeofimport.
 Lesscapitalflowcomparedtooutflow.
 Traderestrictionsbytradingpartnersthusreducingmarketforexports/exportearnings
 Deterioratingtermsoftradehencereducesexportearnings/increaseexpenditureonimports.

(NamingImk,otherwise2mks)
2x5=10mks

3.a)Circumstancesinwhichhumanporterageisappropriateasameansoftransport
 Wherethedistancetobecoveredisshorthencenottootedious
 Wherethepersonwishestoexerciseforgoodphysicalfitness
 Whereothermeansoftransportarenotavailablehencethepersonhasnochoicebuttowalk.
 Wherethereisneedtosaveontransportcostinordertousethemoneyinotherways/asitisfree/asitis

cheap.
 Incaseapersonhasnomoneytopayfortransporthencehehasnochoicebuttowalk.
 Iftheweatherisfriendlye.g.itsnotraininghencenohardshipsareencountered
 Iftherouteissafehencenofearofattacke.g.bythugsoranimals.
 Wheretheothermeansoftransportdonotafterdoortodoorserviceshencewalkingcompletesthejourney.

(NamingImk,otherwise2mks)
2x5=10mks
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3.b)TwoColumnCashBook

Dr Cr
Date Details F Cash Bank Date Details F Cash Bank
2012
Jan1
Jan3
Jan6
Jan7

Jan8

Capital
Cash
Debtors
Sales

Balance b/d

50,000

40,000

90,000
60,000

30,000

10,000
40,000
20,000

2012
Jan3
Jan4
Jan8

Bank
purchase
Balance c/d

30,000

60,000

90,000

20,000
20,000

40,000

(½x20=10mks)

4.a) MotoEnterprises
TradingandprofitandlossA/C
FortheYearended31Dec2016

Openingstock 60,000 Sales 1,700,000
Add:Purchase 740,000 Lessreturninwards 15,000 Add:
Carriageinwards 60,000 Netsales 1,685.000

800,000
Less:ReturnOutwards 18,000 NetPurchase 782,000GAFS

842,000
Less:Closingstock 54,000
COGS 788,000
Grossprofitc/d 897,000

1,685,000 1,685,000

Rentandrates 20,000 Grossprofitb/d 897,000
Advertising 42,000 Discountreceived 10,000
Water&Lighting 28,000
Salaries 56,000
Commissionpaid 13,000
Totalexpenses 159,000
Netprofitc/d 748,000

907,000 907,000

20x½=10mks
4.b)i)Usingawelllabeleddiagram illustratethepriceandoutputdeterminationinanoligopolymarketstructure.

ii)Accountforpricerigidityinthismarket

8mks
Settingpriceaboveequilibrium pricewillresulttolossofcustomersastheybuyfrom otherfirms
LoweringpricebelowPOwillattractsimilarreactionfrom otherfirmssothereislittleornogainonsales.
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(4x½=2mks)

5.a)Reasonsforraisingfinancesthroughissuesofordinarysharesinsteadofdebentures
i) Debentureareunitsofloanswhichmustbepaidbyapubliccompanyunlikeordinaryshareswhichisaunit

ofcapitalonlypayableatliquidation.
ii) Raisingmoneythroughsharesrequiresnosecuritywhiledebenturesmayrequireasecurity.
iii)Securityfinancethroughdebenturesismoreexpensivethanthroughordinaryshares.
iv)Debenturesreducetheborrowingpowerofacompanywhilesharesenhance.
v) Failuretopaydebenturesratesleadtoacompanybeingdeclaredbankruptunlikepaymentofshare

dividends.
b)DifferencesbetweenCentralbankandCommercialbank

CentralBank CommercialBank
i) Bankertothegovernment/commercialbanks
ii)Issuecurrency/print/mintmoney
iii)Setupbyanactofparliament
iv)Manages the country’s foreign exchange

reserves.
v)Financial/economicadvisortothegovernment
vi)Creditcontrol/regulatesamountofmoneyinthe

circulationeconomy.

i) Banktoindividuals/otherbusinesses
ii)Circulatecurrency/donotprint/mintmoney.
iii)Setupunderthecompaniesact.
iv)Onlyallowedtobuy/sellingforeignexchangeon

behalfofthecentralbank.
v) Provide financial advice to individual/other

business.
vi)Do notcontrolcredit/onlyacton directors by

centralbankoncreditcontrol.

6a)Problemsthatacountrycouldfaceduringimplementationofdevelopmentplans
- Overrelianceondonorfundingwhichifnotreleasedontimemakesitdifficultforprojecttotakeoff.
- Inadequatedomesticresources–e.g.skilledpersonnelandfinances.
- Failurebylocalstosupportimplementationespeciallyiftheywerenotinvolvedduringplanformulation.
- Occurrenceof naturalcalamitiese.g.diseaseoutbreak,drought,floodleadingtodiversionoffundsfor

projects
- Lackofco-operationamongtheexecutingpartiescausingdelay
- Someplansareoverambitiousandaremeanttopleasethedonorsandthusdifficulttoimplement.
- Inflation/increasedcostsoffinancingprojectrequiringmorefundstoberaised/allocated

b)Circumstancesunderwhichaninsurermayrefusetoinsureanapplicant
i) Whentheriskappliedforisnon-insurable–forexampleitbeingnotforalegalpurposee.g.onecannot

insureactivitiesprohibitedbythegovernment.
ii) Whentheapplicantfollowsthewrongprocedureforapplyingforpolicylikeincompletefillingoftheproposal

form.\
iii)Whentheapplicantlackscontractualcapacitylikebeingbeloweighteenyears,insane.
iv)Whentheapplicantgivesfalseinformationtherebygoingagainsttheprincipleofutmostgoodfaith.
v) Whenthepropertydoesnotbelongtotheapplicant–becausecanonlyinsurehis/herownproperty.

(Naming1mkotherwise2mks)
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KIRINYAGA
BUSINESSSTUDIES
PAPERONE565/1
TIME2HOURS

AnswerAllQuestionsInTheSpacesProvided
1.Statefourusesofinvoicetoasellerofgoods
(4mks)
2.Inwhichfourwaysareconsumerslikelytosufferinasituationwherethereisnowarehousing
(4mks)
3.Highlightfourwaysinwhichafirm canimprovetheproductivityofitshumanresources

(4mks)
4.Givefourreasonswhyamanufacturingfirm wouldbelocatedinanareawithgoodroadnetwork

(4mks)
5.ThefollowingrelatestoKibokoTradersfortheyearended31stDec2012

Grossprofit..................................... sh.28000
Openingstock.................................... shs.9000
Closingstock ................................... Shs.6000
Grossprofitmargin............................ 25%
PrepareKibokoTradersTradingAccountfortheyearended31stDec2012
(4mks)

6.Indicateinthespaceprovidewhetherthefollowingfactorswillincreaseordecreasetheincomeincircularflowof
income
(4mks)

Factors
(a)Savings
(b)GovernmentExpenditure
(c)Taxes
(d)Investment

7.Thetablebelowillustratesthedemandandsupplyofacommodity
(4mks)
Pricesh Quantity Quantity

Demanded Supplied

Sh25 80 40
30 70 50
35 60 60
40 50 70
45 40 80

From thetablestate
(a) Thenatureofthedemandofthecommodity

(1mk).
(b) Thenatureofthesupplyofthecommodity

(1mk)
(c)Equilibrium price

(1mk)
(d)Equilibrium quantity (1mk)

8.Highlightfourwaysinwhichconsumersmayprotectthemselvesagainstexploitationbytraders
(4mks)
9.OutlinefourfeaturesofaprivateLimitedCompany (4mks)
10.Statefouradvantageofsendingparcelsbycourierfirms (4mks)
11.Jamesintendstoopenabankcurrentaccount.Highlighttohim fourmeritsofoperatingabankcurrentaccount

(4mks)
12.Highlightfourbenefitsof“Poolingofrisks”toaninsurancecompany (4mks)
13.Outlinefourreasonswhycountriesmaytradewitheachother

(4mks)
14.Statefourreasonswhyfinancialinstitutionsmayrequireabalancesheetfrom atraderwhointendstoborrow

moneytoexpandhisbusiness
(4mks)

15.Outlinefourcharacteristicsofanefficienttaxsystem
(4mks)
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16.Statetheeffectofeachofthefollowingtransactionsonthebalancesheettotalsbywritingincrease,decreaseor
noeffectineachcase
(4mks)

Transaction Effect
(a)Purchasedstockincash
(b)Paidcreditorsincash
(c)Withdrewcashforpersonaluse
(d)Boughtmachineryoncredit

17.Highlightfourbenefitsofusingelectronicfilingsystem
(4mks)

18.Outlinefourstrategiesthatasmallscalefirm couldadopttoexpandsoastoenjoyeconomiesofscale
(4mks)

19.Statefourbenefitsthatcouldaccruetoacustomerwhobuysgoodsfrom adepartmentalstore
(4mks)

20.Outlinefouradvantagesofadvertisingtotheconsumer.
(4mks)

21.Outlinefourreasonswhyitmakesitdifficulttosatisfyallhumanwants
(4mks)
22.Identifyfourreasonsformaintainingbooksororiginalentry (4mks)

23.MavokoTradershadthefollowingtransactionsforthemonthofFebruary2014
Feb22014–Boughtgoodscostingsh.600,000from MwikiTradersoncredit
Feb242014–Boughtgoodsfor700,000from Mwikitradersoncredit
Feb25–PaidMwikitradersh.350,000bychequeaspartpaymentforgoodsreceived
Recordtheabovetransactionsintheaccountbelowandbalanceitoff.
Dr MAVOKOTRADERSA/C CR

Date Particular Amount Date Particulars Amount

24.Thefollowingisanextractofacashbookfrom Roviotraders
(4mks)

Dr Cr
Date Details Cash Bank Date Details Cash Bank

Jan1 Balb/f 12500 Jan1 Balb/f 5500
5 Sales 7200 8 Wages 2400

10 Cash 1500 10 Bank 1500

a).Givethenameoftransactionon
(i)Jan1 2006oncreditside
(ii)Jan102006
(iii)DeterminethebalancescarrieddownonJan31st2006

25.Statefourdifferencesbetweenamonopolyandperfectcompetitionmarketstructure
(4mks)
Monopoly PerfectCompetition

(a) (a)
(b) (b)
(c) (c)
(d) (d)
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KIRINYAGA
BUSINESSSTUDIES
PAPERTWO565/2
TIME:2½HOURS

Answeranyfivequestions
1a)Discussfiveeconomicimportanceofnaturalresources

(10mks)
b)OtherthantheinstrumentsusedbyCentralBanktocontrolcreditcreation,explainotherfivemethodsthatare

usedtocontrolinflation
(10mks)
2.a)Describefivedocumentsthatareusedininternationaltrade.
(10mks)

b)Thetablebelowshowstheagedistributionofacountry
Ageinyears %ofpopulation

0-15 45
16-55 31

56andabove 24
Explainfivenegativeeconomicimplicationsofthisagedistributiontoacountry (10mks)
3.a)ExplainfivewaysinwhichtheinsuranceindustrycontributestothedevelopmentofKenya’seconomy
(10mks)

b)ThefollowingtransactionsrelatetoPumuaWholesalersforthemonthofMarch2011
March1:Boughtgoodsoncreditfrom Kawedistributorsshs.26,200,KamakiaShs.15600,MamboShs.33,360
March2:SoldgoodsoncredittoFumaretailersShs.37,200,TitogrocersShs.25,500andWambatradersshs.

16,250
March6:ReturnedgoodstoKamakiashs.2,400andMamboShs.4,160
March9:SoldgoodsoncredittoTamuShs.5,500andPatuShs.18,200
March11:Boughtgoodsoncreditform ChumaShs.33,840
March15:GoodsreturnedbyTamuShs.1,500andFumaretailersShs.1,820andPatuShs.2,600
March18:Boughtgoodsoncreditfrom JamaShs.21,210andSanaShs.53,850
March26:CreditsalestoKamanjaShs.16,600,OrengoShs.19,260andWamatraders15,200

Required
Entertheabovetransactionintherespectivebooksoforiginalentry
(10mks)
4.(a)Explainfivefactorsthatatradermayconsiderwhendeterminingtheappropriatechannelfordistributiongoods
(10mks)

b)Kenyaisintheprocessofdevelopingastandardgaugerailwaylinefrom MombasatoMalaba,Explainfive
benefitsofthe newrailwayline
(10mks)
5.(a)Explainthefivefactorsthatanentrepreneurwouldconsiderwhenevaluatingabusinessidea.
(10mks)

(b)Theeconomyofacertaincountryinthecontinenthasbeengrowingataverylowrate.Explainfivepossible
reasonsthat couldhaveledtothistrend.
(10mks)
6(a)Explainfourinternalfactorsthatmayencouragetheachievementofbusinessgoals
(8mks)

(b)Thefollowinginformationwasextractedfrom thebooksofRamogiTradersasat31stDecember2012
Kshs
Sales 800,000
Purchases 500,000
Returninwards 90,000
Returnoutwards 26,000
Creditors 150,000
Rent 60,000
Deliveryvan 160,000
Carriageoutwards 3,000
Debtors 120,000
Carriageinwards 40,000
Cash 60,000
Stock(June2012) 100,000
Interestexpenses 10,000
Generalexpenses 7,000
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Stock(31stDec2012) 120,000
Bankoverdraft 4,000
Capital 170,000

Required
(i)PrepareaTrading,Profitandlossaccountfortheyearended31stDecember2012

(8mks)
(ii)Prepareabalancesheetasat31stDecember2012
(4mks)
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KIRINYAGA
BUSINESSSTUDIES 565/1MARKINGSCHEME
FORM FOUR2018PAPERI

1.Usesofinvoice

- Todemandpayment

- Showlevelofindebtorsbycustomers

- Show expectedrevenue

- Showanydiscountsallowed

- Futurereferences

- Showdetailsegpricequantity,termsandconditions

- AsourcedocumentinrecordingtransactionsinbooksofAccounts (4x1=4mks)

2.-Consumersnotassuredofsteadflowofgood

-Qualityofgoodscompromised

-Unstableprices

-Notgettinggoodsinconvenientquantities

-Notenjoyinglowerprices (4mks)

3. –Educating/trainingworkers

-Payworkerswell

-Providemedicalcare

-Promotion

-Providerecreationalfacilities

-Goodworkingcondition

-Goodworkingtoolsandequipment

-Awards/Gifts/tours

-Goodworkingrelations (P.R)

-Accomodation/Housing (4mks)

4.–Facilitateeasydeliveryofrawmaterials

- Easymovementofworkerstoandfrom work

- Tofacilitatemovementoffinishedgoods

- Gainaccesstoaxilliaryservicese.gBanks

- Reducedcostoftransport

- Easymovementofcustomerstothefactory (4mks

KIBOKOTRADERS
TRADINGA/C

Fortheyearended31stDec2012
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OpeningStock 9000 Sales112,000
Addpurchases 81000
CGAS 90000
Lessclosingstock 6000
COGs 84000
G.P. 28000

112,000 112,000

6.(a)Decrease
(b)Increase
(c)Decrease
(d)Increases

7(a)ThehigherthepricethelowerthedemandandV.V
(b)Thehigherthepricethehigherthesupplyand V.V
(c)Equilibrium priceissh.35
(d)Equilibrium quantity–50kg (4mks)

8-Complainthroughthemedia
-Peacefuldemonstration
-Boycotttraderswhoexploitthem
-Consumereducation
-Form consumerassociation
-Gotocourt
-ComplaintotheauthorityegNEMA
-Formationofvigilantgroups (4x1=4mks)
9.-Musthaveatleastonedirector

-Sharesnotfreelytransferable
-Sharesnotadvertised/Noprospectus
-Minimum manbeashy2
-Canstarttradingonreceiptofcertificateofincorporation
-Noneedtohaveauthorizedsharecapital
-Maximum shareholdersare50 (4x1=4mks)

10.-Spread/quickdelivery
-Security/moresecure
-Doortodoorservice/Directdelivery
-Proofofdelivery/Evidence/signing
-Personaltouch/contact
-Deliveryofvarietyofitems
-Reliability/Deliveredtodesireddestination
-Proofofevidence/futureevidence
-Insurance/compensation (4x1=4mks)

11.–Bankdraftfacilities
-Useofcheque
-Moneycanbewithdrawnondemand
-Nominimum balanceismaintained
-Largesumsofmoneycanbewithdrawnwithoutnotice
-Issuesmonthlyirregularpayment
-Cangivepostdatedcheques (4x1=4mks)

12.–Createacommonpoolfrom regularpremium
-Enablescompensation
-Spreadrisks
-Surplusfundsarere-invested/buyshares
-Insurercanmeettherunningcosts
-Earnsprofitwhichisdistributedasdividends
-Companyiscompensatedouttoofre-insurance
-Enablesdeterminingpremiumstobepaid (4mks)

13.–Acquiresgoods,unabletoproduce
-Enhanceinternationalrelations
-Disposesurplus
-Exchangeskillsandknowledge
-Tocreateemployment
-Acquirevarietyofgoods
-Enhancemobilityoffactorsofproduction
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-Foreignexchange/income
14.–Showsindebetnessofaborrower/Abilitytopaydebts

-Showsvalueofassets/usedassecurity
-ShowslevelofNetprofitwhichcandetermineprofitability
-Showsfinancialpositiontodeterminehowmuchtolend
-Showsliquidityposition/abilitytomeetshortterm obligation 1x4=4mks

15.Equity
-Economical
-Convenience
-Certainity
-Flexibility/Elasticity
-Simplicity
-Diversity
-Difficultytoevade (4x1=4mks)

16.(a)Noeffect
(b)Decrease

(c)Decrease
(d)Increase (4x1=4mks)

17–Easyacess
-Reductionoflabourcosts/materials
-Lessstoragefacilities
-Updatedwithease
-Lesspaperwork
-Environmentalfriendly
-Useofnetwork
-Itssafesincethereisuseofpassword
-Presentableoutlook
-Highlyportable (4x1=4mks)

18.–Enteringintomerger/amalgamation
-Divesification/producevarietyofgoods
-Expandcapitalbase
-Formationofcartelswithsimilarbusiness
-Adoptingappropriatetechnologytoincreaequalityandquantity
-Expandmarketstoincreasevolumeofsales
-Arrangeforfranchisingbyacquiringrightstoproduce/sellgoodsundernameofanothercompany (4x1=

4mks)
19–Savestime–byshoppingunderoneroof

-Accessvarietyofgoodsfrom relevantdepartmentshops
-Personalattentionincustomer
-Pricesarerelativelylow
-Useofdebit/creditcardsrelievecustomerscarryingcash–Accesstonewproducts/informationwhichhemay

notbeaware
20.-Consumersbecomeaware/informed

-Enjoyhighqualitygoods
-Canchoosefrom widevarietyofgoods
-Educateconsumeronuseofproducts
-Enjoysentertaintment
-Abletobudget/planning
-Enjoylowerprices
-Communicatechangesintheproduct
-Consumerisprotectedfrom exploitation4x1=4mks

21.-Wantsareendless/limitless
-Limitedresourcestosatisfythem
-Wantschangeaccordingtoagesocialstatus
-Consumershavetomaketoughchoicestosatisfythem
-Theyarerecurrent
-Arecomplementaryinnature4x1=4mks23. DR MAVOKO A/C CR

Date Details Amount Date Details Amount

Feb
25 Bank 350,000 Feb2 Purchases 600,000

Feb24 Purchaser 700,000

Feb28Balc/d 950,000 Feb28 1300,000
1300,000 Balb/d 950,000
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22.-ToreducedetailstoberecordedinledgerA/c
-Reducebulkinessoftheledger
-Actasbackupofdata–canextraotherinformation
-Containsinformationindetailsegtradediscount,termsofsale
-Usedtotrace/locateerrors
-Ensuredoubleentryisadheredto
-Actasdiaries
-Minimisefraud/enhanceaccountability 4x1=4mks

24.(a)Jan12006,Hadcashbalanceofsh.12500,andbankoverdraftsh.5500

(b)10Jancontraentry/Hedepositedsh1500intothebank

(c)Balc/dcash8600

Bank3200 (4x1=4mks)

25. Monopoly Perfectcompetition

1.Onlyoneseller/supplier 1.Manysellersinthemarket
2.Difficultforotherfirmsto enter 2.Sellershavefreedom toenterthemarket

themarket
3.Pricesarefixedbythe suppliers 3.Pricesisdeterminedby forcesofdemand

andsupply
4.Productshavenoclose substitute 4.Commodities,areidentical subistitu

T e
5.Thereispricediscrimination 5.Onepricereignthemarket
6.Firmsearnssupernormalprofit 6.Firmsearnsnormalpprofit

KIRINYAGA
SCHOOLBASEDFORM FOURJULY/AUGUST2018
MARKINGSCHEMEBUSINESSPAPERII

1.Economicimportanceofnaturalresources
i)Createemployment–whentheyareexploited
ii)Providerawmaterialstoindustries–sourceof` inputsforindustries
iii)Earnforeignexchange/income-tothecountrywhenexported
iv)Theyaresourceofenergy–e.gsolarprovidesenergy
v)Providesettlementforman/animals–formshabitatforanimals/people.

(b)Waysofcontrollinginflationotherthanusingmonetarypolicies
i)Increasingincometax–toreducedisposableincome
ii)Restrictingimports–tocontrolimportedinflation
iii)Reducinggovernmentspending-toreducethemoneyincirculation
iv)Subsidingproduction–inordertoreducepricesofproducts
v)Reducingtaxonproductionwhichreducescostofproductionhencereducedpricesofgoods
vi)Controllingwagesandsalaries–thusreducingproductioncostanddisposableincome
vi)Pricecontrolbythegovernmenttocheckon unreasonableprices

2(a)Describefivedocumentsusedininternationaltrade
i)inquiry–lettersentbyanimportertoanexporteraskingaboutthesupplyofgoods/termsofsale
ii)Order/indent–Usedbyimportertoasktheexportertosupplyhim withgoodsspecified
iii)Billoflading–Documentusedbyimportertoclaim forthegoodswhentheyarriveattheportofentry.
iv)Letterofcredit-it’sissuedbytheimportersbanktotheexportersbanktoassuretheexporterthatgoodwillbe

paidfor
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v)Importlicence-Issuedbytheauthoritytopermittheholdertobuygoodsfrom abroad.
vi)Freightnote-Showstransportationchargesforgoods
vi)Airwaybill-Issuedbytheairline.It’sadocumentoftitleusedbyimporterwhenclaimingforgoodsattheport
(viii)Certificateoforigin–Showsthecountryfrom whichgoodshavebeenbought
(ix)Consularinvoice–It’saninvoicesignedbyconsultoconfirm thatpriceschargedongoodsarefair
(x)ProformaInvoice–Issuedbytheexporterifhewishestobepaidbeforegoodsaredelivered
(xi)CommercialInvoice–Issuedbytheexportertodemandpaymentforgoodssoldoncredit

(b)Negativeeconomicimplicationsofgivenagedistribution
(i)About45%ofthetotalpopulationconsistsofthosebelow15years.Thisimpliesmoreexpenditurehastobe

directed towardsprovisionofeducation,healthetc
(ii)Thereishighdependencyratiowhichadverselyeffectssavingsandinvestmentsoftheworkingpopulation
(iii)Thereisneedtoplanforcreationofemploymentopportunitiestocaterfortheexpectedincreaseinlabourforce
(iv)Industriesarelikelytoproducemainlygoodsusedbytheyoungpopulationattheexpenseoftheneedsofadult

population
(vi)Thecountrymaybeforcedtoimportsuchgoodsasfoodandmedicinewhichleadstobalanceofpayments

problems
(vi)Therewillbelittleornoexportsasthemajorityofthepopulationwhoareyoungconsumeeverything
(vii)Lowstandardofliving/lowpercapitaincome

3(a)WaysinwhichinsuranceindustrycontributorstothedevelopmentofKenya’seconomy
(i)Governmentrevenue–Thegovernmentcollectsrevenuebytaxingtheinsuranceindustry/usestherevenueto

providepublic services.
(ii)Creationofemploymentasmanypeopleareemployedintheindustry
(iii)Creatingconfidence–Thecompaniesencouragepeopletoundertakeriskybusinessessincetheyareassured

of compensation
(iv)Investablefunds,moneycollectedbyinsurersismadeavailabletoinvestorsasloansfordevelopment
(v)Compensationofferedbyinsurersenablestheeconomytocontinuedeveloping
(vi)Encouragingasaving.Insurersmobilizelongterm fundsfrom themembersinpublicinform oflifepolicies
(vii)Directinvestment–Insurancecompaniesinvestdirectlyintotheeconomye.g.inrealestate.
(viii)Policiesprovidedinlifeassurancecanbeusedassecuritytoacquireloansfordevelopment/investment

(b)BooksofOriginalEntry
PurchasesofJournal

Date Details InvoiceNumberFolio Amount
March Kawe 26,200

Kamakia 15,600
Mambo 33,360

11 Chuma 33,840
18 Jama 21,210
18 Sama 53,850

TotalpostedtopurchaseA/c 184,060

PurchasesReturnsJournal

Date Details InvoiceNumber Folio Amount
March 6Kamakia 2,400

6 Mambo 4,160

Totalpostedtopurchases 6,560
ReturnsA/c

SalesJournal

Date
Details In

voice
Number

F
olio

Am
ount

March2
Fuma

Retailer
37,

200

2
Tito

Grocers
25,

500
Wamba 16,
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2 Traders 250

9
Tamu 5,5

00

9
Patu 18,

200

26
Kamanja 16,

600

26
Orengo 19,

260

26
Wama

traders
15,

200
Total

postedtosales
A/c

15
3,710

SalesReturnsJournal

Date
Details In

voice
Number

F
olio

Am
ount

March15
Tamu 1,50

0

15
Fuma 1,82

0
Patu 2,60

0
Total

postedtosales
returns

5,92
0

4.Factorsconsideredwhendeterminingthechainofdistribution
(i)Thenatureofthegoodse.gperishablegoodsmayrequire

ashorterchannelofdistribution
(ii)Needstokeepcontrolofthegoods,iftheproducerwantstokeeptrackfrom thebeginningtotheendhewill
distribute directly
(iii)Abilityofthefirm toaccessmostofthecustomers/locationofthemarketforscatteredcustomersalonger
channelmaybeused
(iv)Costofthechannel–Useonewhichthedistributorcanafford
(v)Governmentpolicywherethegovernmentrequiresaparticularchanneltobeusedtheproducerwillhaveno
choice
(vi)Thesizeofmarketwhereconsumersarefewashorterchannelmaybeappropriate
(vii)Natureofcompetition,stiffcompetitionrequiresdirectlinkwithconsumers

(b)Benefitofstandardgaugerailway
(i)Cheapcostoftransport
(ii)Openingupofinteriorareas/urbanization
(iii)Employment
(iv)Fasterdeliveryofgoods
(v)Influencedemandofgoodsandservices
(vi)Creationofnewsustainablebusiness
(vii)Enhancelocalandregionalcommerce/trade
(viii)Reducedrateofaccidents

5.a)Evaluatingabusinessideas
(i)Profittobeearnedinordertocoveralloperationalexpenses
(ii)Technologytobeusedinproducingtheproduct
(iii)Availabilityofmarket/demandwhichshouldbeadequate
(iv)Governmentpolicy/legalrequirementwhichshouldbefavorable
(v)Channelofdistributiontoensuretheproductsisavailableinthemarket
(vi)Competitionwhichshouldbefair
(vii)Capitalwhichshouldbeadequatetostart
(viii)Input/supplieswhichshouldbeminimal
(ix)Paybackperiodwhichshouldbereasonableinrelationtoamountsinvested (any5x2=10mks)

(b)Reasonsthatcanledtolowrateofgrowthofacountry
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(i)Inadequatecapital/funds/financelimitingproduction/investment
(ii)Poor/underdeveloped/undeveloped/inadequateinfrastructureleadingtoreducedeconomicactivities/slow
production(of goods/services)
(iii)Politicalinstability/insecurityleadingtohostile/unfavourableenvironmentforeconomicgrowth
(iv)Highpopulationgrowthratethatnecessitatesmoreproductionofconsumergoodscomparedto
producer/capitalgoods/whichcouldhaveledtohighereconomicgrowth
(v)Useofold/obsolete/outdated/backward/inappropriatetechnology)therebyhindering/inhibiting/limiting
fast/highproductivity(ofeconomicresources)
(vi)Widespread/highlevelsofignorance/illiteracyleadingtofailuretokeepupwithmoderneconomictrends
worldwide
(vii)Poor/underdevelopedentrepreneurialskillslimitingexpansion/establishmentofmoreproductionunits

6(a)Internalfactorsthatmayencouragetheachievementofbusinessgoals
(i) Properhumanresourcemanagement
(ii) Welllaiddownbusinessstructureallowsproperflowofinstructionsandteam workwithinthe

organization
(iii) Adequatefinancial/properfinancemanagementallowsacquisitionofassets/stock/expansionof

business
(iv) Adequatephysicalresourcessuchasbuildings,machines/furniture
(v) Developedbusinessculturewithpropervalues
(vi) Wellset-outobjectivesofthebusinesstoguideactivitiesintheorganization
(vii) Committed/qualified/experiencedownerwhoareabletomakesounddecisions,provideresourcesetc

Any5x2=10mks

(b)(i) RamogiTraders
Trading,profitandlossA/C
Fortheyearending31stDec2013

Openingstock 100,000 Sales 800,000
Lessreturns

Addpurchases 500,000 Inwards 90,000
600,000 Netsales 710,000

Addcarriageinwards40,000
640,000

LessReturnsoutward26,000
GAFS 614,000

Lessclosingstock 120,000
COGS 494,000

Grossprofitc/d 216,000
710,000 710,000

Carriageoutwards 3,000 Grossprofitb/d 216,000
Rent 60,000
Interestexpenses 10,000
Generalexpenses 7,000
Netprofit 136,000

216,000 216,000

RamogiTraders
BalanceSheet
Asat31stDec2013

Assets Capital+Liabilities
Fixedassets shs.Shs shs shs
Deliveryvan 160,00 Capital 170,000

Addnetprofit 136,000 306,000
Currentassets CurrentLiabilities
Stock 120,000 Creditors 150,000
Cash 60,000 Bankoverdraft 4,000 154,000
Debtors 120,000 300,000

460,000 460,000



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|25

IGEMBE
565/1
BUSINESSSTUDIES
PAPER1
JULY2018
TIME:2HRS
 ICSSEFORM FOURTRIALEXAM JULY2018

1. Identifyfourtypesofbusinessactivitiesanentrepreneurmayinvestin. (4
marks)

 2. Statefourfactorstoconsiderbeforeatraderoffersacredittoacustomer. (4
marks)
 3. Highlightfourreasonswhymanybusinessareadoptinganopenofficelayout. (4marks)
 4. Giveanexampleforeachofthefollowing: (4marks)

 
5. HighlightfourfactorsthatmayslowdownthegrowthofEntrepreneurshipinKenya. (4

marks)
6.Threepartnerswouldliketoengageinapartnershipform ofbusinesswithoutawrittenpartnershipagreement.

Highlighthow thePartnershipActwillguidethem regarding:
(4marks)

a. Profitandlosssharing
b. Salarytopartners
c. Loansgiventothebusinessbyapartner
d. Admissionofanewpartner
7.Explainbrieflythefollowingtrendsinformsofbusinessunits. (4
marks)
a. Franchising
b. Globalization
c. Cartels
d. Checkoffsystem
8.HighlightfourreasonswhyConsumerAssociationsmaynotbeeffectiveintheirconsumerprotectionefforts. (4

marks)
9.Mentionfourcircumstancesunderwhichaproducerwillfinditnecessarytotransportgoodsbyatrain.

(4marks)
10. Outlinefourrolesplayedbywarehousesintrade. (4marks)
11. Listfourerrorsthatmaymakeatrialbalancenottobalance. (4marks)
12. Highlightfourfunctionsofadvertisingagenciestoanadvertiser. (4

marks)
13. HighlightfourcontemporarytrendsincommunicationinKenyatoday. (4

marks)
14. Statefourreasonsthatmaypromptaninvestortolocatehisfirm nearthemarketforhisproducts. (4

marks)
15.Highlightthreebenefitsofbusinessthatusessocialmediaplatformsinpromotingitsproductsislikelytohave

overitscompetitors. (3marks)
16. Thetablebelowshowstheagedistributionofagivencountry.

Stateanyfournegativeeconomicimplicationsofthisagedistributiontoacountry. (4
marks)

17. Outlineanyfourfeaturesofoligopolymarket. (4
market)

18. BelowisthebalancesheetofWillyTradersasat31stDec2018.
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WillyTraders’
Balancesheet
At31stDec2017

Calculate:
i.Currentration (2
marks)
ii.Returnoncapital. (2marks)

19.Thefollowingstatementsrelatetotermsusedinthestudyofnationalincomeforanycountry.
Identifythemostappropriateterm forthem. (4
marks)
a. Thetotalmonetaryvalueofcommoditiesproducedinayear.
b. Incomeattributedtoonepersonperyearinacountry.
c. Factorsthatleadtoanincreaseintheincomeandexpenditureinthecircularflowofincome.
d. Capitalconsumptionduringproduction.

20.Statefourreasonswhyinflationmaybedesirableinacountry. (4
marks)

21.JournalizethefollowingtransactionsrelatingtoKipingoTradersfortheyear2011. (5
marks)
Jan5. CashPurchasessh.8920receiptno.517
Jan12. PaidJumaShs.9800bychequeafterhavingbeenallowedacashdiscountof2%

receiptno.0951
Jan17 BankedShs.6000from thecashtill
Jan19 PaidforrepairsincashShs.14000,receiptno.0251.
Cashpaymentsjournal

22. Otherthanservingasamedium ofexchange,mentionfourotherfunctionsofmoney. (4
marks)

23. OutlinefourdutiesofCommercialattaches. (4marks)
24. Outlinefourledgeraccountsusedforrecordingmovementofstock. (4

marks)
25. Outlinefourdifferencesbetweenhirepurchaseandinstallmentbuying. (4

marks)
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IGEMBE
565/2
BUSINESSSTUDIES
PAPER2
JULY2018
TIME:2HRS
ICSSEFORM FOURTRIALEXAM JULY2018

 1.a. Inspiteofthebenefitsoflargescaleoperations,smallscalefirmscontinuetoexist.Explainthefactorsthat
justifythe existenceofsuchsmallfirms. (10
marks)
b. Usingadiagram,explaintheeffectsofincreaseindemandforacommodityonmarketequilibrium whenits
supply

remainsconstant. (10
marks)

2. a. Explainfivefactorsthatdeterminethepremiumstobechargedinpropertyinsurance. (10
marks)
b. Explainfiveprinciplesthatguidethetaxsystem inacountry. (10marks)

3. a. Highlightfourwaysthroughwhichagovernmentcanprovideanenablingenvironmentforthesuccessof
business

activities inacountry. (8
marks)
b. OnfirstMarch20-6,NajibhadcashinhandKshs.7800andabankoverdraftofKshs.23,400.Duringthe
month,the followingtransactionstookplace;

March3 : CashsalesShs.6500paiddirectintothebank
March4 : BoughtgoodsforShs.15,000andpaidbycheque.
March6 : CashsalesShs.50,000
March9 : Receivedachequeforshs.18000from Amoloinfullsettlementofhisdebts.
March13 : Paidinsurancepremiumsshs.16,000incash.
March14 : PaidKamothobychequesh.9,700infullsettlementofhisaccountless

3%cashdiscount
March17 : CashsalesShs.150,000paiddirectintobank.
March21 : WithdrewShs.30,000from bankforofficeuse.
March23 : Receivedachequeofsh.23,750from Rotichinfullsettlementofhisaccount

less5% cashdiscount.
March25 : Paidwagesofsh.20,000incash.
March26 : Chequereceivedfrom Amolowasdishonoured.
March30 : Bankedallcashexceptsh.30,000.

REQUIRED:Prepareadulybalancedthreecolumncashbook. (12marks)
4.a.ExplainfivebenefitsthatKenyawouldgetiftheGovernmentencourageslocationofabusinessinruralareas.
(10marks)

b.DespitetheannouncementbytheGovernmentthatthecountryhasachieved6%economicgrowth,thishasnot
been

translatedtoeconomicdevelopment.Discussfiveindicatorsofunderdevelopmentcurrentlyexperiencedin
Kenya. (10
marks)
5.a.Describefivecircumstancesunderwhichamanufacturerwouldfinditnecessarytosellhisproductsdirectlyto
theconsumer.
(10marks)

b.Explainfivebenefitsoffilingofficedocumentstoanorganization. (10
marks)
6.a.Highlightanyfourdistinguishingcharacteristicsbetweenapubliclimitedcompanyandapubliccorporation.
(8marks)

b.Thefollowingtrialbalancewasextractedfrom thebooksofBumalaTradersonDec2017.
BumalaTraders

TrialBalance
Asat31st/Dec/2011
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Additionalinformation.
i.Stockasat31stDec,2011wassh.52,000
ii.Rentaccruedsh.60,000.
iii.Insurancepaidinadvancesh.4000
iv.Commissionduesh.5000.
v.SalariesowingSh.21,000.
 Required:
A.Prepareatrading,profitandlossaccountfortheyearended31stDec,2011.
B.Balancesheetasatthatdate. (12

marks)
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IGEMBE
ICSSEFORM FOURTRIALEXAM JULY2018
BUSINESSSTUDIES(MARKINGSCHEME)PAPER1

1.Typesofbusinessactivities.
-Extraction
-Processing
-Manufacturing
-Construction
-Distributionofgoods
-Trade
-Serviceprovision

2.Factorstoconsiderbeforeofferingcredit.
-Creditworthiness
-Repaymentperiod
-Amountofgoods
-Availabilityofstock
-Honesty/Integrity/Reliability
-Frequencyofpurchase
-Intentiontoattractandretaincustomers.

3.Advantagesofanopenofficelayout.
-Easysupervisionofworkers
-Cheaptoconstruct/Maintain/decorate
-Facilitatessharingoffacilities.
-Enhancesteamwork
-Savesonspace.

4.Anyappropriateexample
-Freeresource-Sunshine,rainfall,air
-Humanresource-Teacher,nurse,doctor
-Non–materialgood-Teaching,nursing,hairdressing.
-Capitagood-Tools,machines

5.Factorsdiscouragingentrepreneurship.
-Lackofcapital
-Lackofentrepreneurialskills
-Lackofappropriatetechnology.
-Poorinfrastructure-roads,communication
-Lackofrawmaterials.
-Lackoflabour
-Lackofland
-Insecurity

6.ContentsofPartnershipAct.
-Profitsandlosestobesharedequally.
-Loansadvancedtothebusinessbypartnerstocarryinterestatanagreedrate.
-Admissionofnewpartnershastobeapprovedbyall.
-Nosalaryistobegiventoanypartner.

7.Trendsinformsofbusiness,units
-Franchising-Abusinessgrantsanothertherighttomanufacture,distributeitsproductsusingtheirname.
-Globalization-Practiceofactivitiesinvolvingbusinessataglobalscale/worldwide.
-Cartels-Organizationsthatjointogethertocontroltheoutput/priceofagivencommodity.
-CheckoffSystem -Asystem thatallowsmoneytobedeductedfrom thesourcebyanemployerand
submittedtoaSACCOonbehalfoftheemployee

8.Challengesfacingconsumerassociations
-Inadequatefinancestosupporttheiractivities.
-Lowmembership
-Lackofpoliticalgoodwill
-Lackofsupportfrom theGovernment
-Individualism /Consumerpreference/toshopindependently
-Ignoranceofconsumersabouttheirrights.

9.Circumstancesforusingtrain.
-Ifgoodsareheavyandbulky.
-Ifgoodsarenotperishable.
-Ifvalueofgoodsishighsincetheftcasesarerare.
-Whendistanceisrelativelylong.
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-Iftraderwantstotransportgoodsoverlongdistanceseconomically
-Incasethetraderwantstomakeadvanceplansformovementofgoodssincetheyfollowaregulartimetable.
-Ifthetraderwantstomakeuseofhandlingfacilitiesforloadingandoffloadinghencesavingtime.

10.Rolesofwarehouses.
-Storageofrawmaterialshencecontinuousproduction.
-Stabilizingofprices-regularsupplyoffinishedgoods.
-Marketing-traderscanlookformarketwhilegoodsarestored.
-Preparinggoodsforsale-Somecanbeblended,packed,e.t.c.
-Checkingofharmful/illegalgoodsbyGovernment
-Protectionofgoodsagainsttheft/loss/damage
-Qualitycanincrease-forsomegoodse.g.wine,tobacco

11.Errorsmakingatrialbalancenottobalance.
-Posting(transferring)awrongbalancetothetrialbalance.
-Postingabalancetothewrongsideofthetrialbalance
-Failuretopostabalancefrom theledgerA/C tothetrialbalance.
-Arithmeticalmistakesinbalancingthetrialbalance.
-Incaseofpartialomissions.
-Differentamountsforthesametransactionmighthavebeenenteredintheaccount.
-Incaseofpartialreversalofentry

12.Functionsofadvertisingagencies.
-Advertiseonbehalfoftheirclients
-Helporganizationsdesigntheirtrademarks,logosandadvertisingmaterials
-Theybookspaceandairtimefortheircustomersinvariousmedia.
-Offeradvisoryservicestoclientsonsellingtechniques
-Chooseonbehalfoftheirclientsonsellingtechniques.

13.Trendsincommunication.
-Useofsocialmedia
-Useofmobilephones
-Email
-Internet
-Intranet
-Extranet
-Managementinformationsystems
-Mobilephoneapplications.

14.Circumstancesforlocatingfirm nearmarket.
-Whereproductsareperishable.
-Wherethereisneedtoreducecostsofdistribution.
-Wheregoodsarefragile.
-Wheregoodsarebulky
-Wheremarketisconcentratedinonearea.
-WheretheGovernmentpolicyrequiresfirmsbelocatedinthatarea.
-Wheregoodsarespecializedandrequireaftersalesservices.
-Whererawmaterialsandmarketarelocatedinonearea.

15.Benefitsofusingsocialmedia
-Fast
-Operates24hours/day&night.
-Widecoverage/wholeworld.
-Informationcanbestoredforfuture.
-Relativelycheap.
-Confidentialitycanbeenhancedthroughdirectmails.
-Transactionsofsale/purchasecanbedoneonline

16.Negativeeconomicimplicationsofayoungpopulation.
-Highdependencyratio
-Highrateofunemployment
-Increasedsocialevils.
-Pressureongoodsandservicesrequiredbytheyouths.
-diversionofGovernmentexpenditure.

17.Featuresofoligopolymarket.
-Fewfirmscontrollingtheentiremarket.
-Dealwithidenticalproduct.
-Somedealwithproductsthatareclosesubstitutes.
-Interdependenceamongfirms.
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 18.i. Currentratio=C.A
C.L

55200 = 2.4
23000

ii.Returnoncapital= NetProfit×100
CapitalInvested

=42,000 ×100 = 35%
120,000

19.Termsusedinnationalincome.
-GrossDomesticProduct
-Percapitalincome
-Injections
-Depreciation

20.Positiveeffectsofinflation.
-Motivatespeopletoworkhardtomaintainlivingstandard.
-Highpricesgiveincentivestoinvestors/sellers
-Leadstobetteruseofavailableresources.
-Debtorsenduppayinglessthantheyborrowed.
-Leadstoincreasedproductionaspeopleworkhardtomaintaintheirstandardsofliving.

21.Journalentries
Cashpaymentsjournal

22.Functionsofmoney.
-Measureofvalue.
-Storeofvalue
-Unitofaccount.
-Standardofdeferredpayment.
-Facilitiestransferofimmovableasset.

23.DutiesofCommercialattaches.
-Exploreandidentifynewmarketsformoreexport.
-Researchandanalyzemarketsforexportsfrom theirhomecountries.
-Keepstatisticsofproductse.g.volumestraded,packagingsizes,e.t.c.
-Attendmeetings,seminarsandworkshopsontradepatternsofthecountriesandkeepdataonnewmarkets
forexports.
-Publishandadvertisetheircountriesexportsinbusinessjournalsandmagazines.
-Selectbuyers,agentsanddistributorsofthehomecountry’sexports.

24. Ledgeraccount
-Salesaccount
-SalesReturnsaccount
-Purchasesaccount
-Purchasesreturnsaccount.

25.
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IGEMBE
ICSSEFORM FOURTRIALEXAM JULY2018
BUSINESSSTUDIES(MARKINGSCHEME)PAPER2

1.a.-Sizeofthemarket
-Natureoftheproduct
-Flexibilityofsmallfirms
-Legalconstraints.
-RisingCostofProduction.
-Needtoretaincontrol
-Quickdecisionmaking.
-Beliefthatsmallfirmsaremoremanageable

 
b.Demandincreasedfrom DDtoD1D1 withtheeffectthattheequilibrium price/quantitychangedfrom QtoQ2

respectively. Thischangedtheequilibrium pointfrom E1toE2.

2.a.-Valueofproperty.
-Frequencyofoccurrenceoftherisks.
-Extentofpreviouslosses.
-Periodtobecoveredbythepolicy.
-Ageofthepropertyinquestion.

  b.-Equitable.
-Certain
-Convenient.
-Flexible.
-Economical.
-Abilitytopay
-Simplicity
Anyfivewellexplainedpoints

3.a.-Givingsubsidies/financialassistancetobusinesspeopletoreducerunningcosts.
-Givingincentives.
-Easeaccesstocreditfacilities/Loanguarantee.
-Protectionoflocalinfantindustriesfrom competitionfrom foreignestablishedindustries.
-Provisionofsecuritytobusinesspeople.
-Provisionoftradeinformationtolocalbusinessmen.
-Provisionofgoodsocial/physicalinfrastructure/goodtransportandcommunicationsystems.

b. Threecolumncashbook

 
4.a.-Reductioninrural-Urbanmigration.
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-Balancedregionaldevelopment.
-Reducedeffectscoveredbyoccurrenceofwar,terrorism,attacksornaturalcalamitiessuchasearthquakes.

-Creationofamarketforlocallyproducedrawmaterials.
-Creationofemploymentopportunitiestopeoplelivinginruralareas.
-Thelocalcommunitiesareabletogettheproducedgoodswithoutnecessarilytravellingveryfar.

b.Indicatorsofunderdevelopment.
-Highlevelofpovertywheremanypeoplelivebelowpovertyline.
-Disparityinincomedistribution;therearemanypeoplewhoseincomesareverylow whileminority

earnveryhighincome.
-Lowlevelofsavingsandinvestments;lowpercapitalincomeinKenyamakepeopletohavelittletosave.
-Highpopulationgrowthratethatleadstolowpercapitalincome.
-RuraltoUrbanmigrationinsearchofjobsandothersocialamenitiesinurbanareas.
-Overdependenceonagriculturalsector.
-Capitaldeficiencyinform offinance,machinesandequipment.
-Culturalbottleneckswheremanycountriesaretiedtotraditionalcustomsandbeliefswhicharerigidtoadjust

totheup comingandexistingstructuresofdevelopment.
5.a.-Wheretheproductsareoftechnicalnature,themanufacturermaywanttohavedirectcontactwithconsumer.

-Wherethemanufacturerhashisownretailoutlet.
-Wheretheproductsareexpensiveandthemanufacturerfearslosingthem throughintermediariesorthe

middlemenarenot abletostockthem.
-Whereproductsareproducedaccordingtoconsumers'specification.
-Whereconsumersarelocalizedinonegeographicalareaorthemanufacturerisclosetothem.
-Wheretheproductsareperishableandthemanufacturerwantstodeliverthem firsttotheircustomers.

b.
-Documentsareprotectedfrom lossandlandingintounauthorizedhands.
-Itaidsinofficetidinessandefficiency.
-Filingisanimportantaidtomemorythatitsreferencecanbemadeinfuture.
-Itensuresthatinformationisstoredsystematicallyandthiscanberetrievedeasilywhenneeded.
-Savestimewhenidentifyingdocumentsintheoffice.
-Economizesinspaceintheoffice.

6.a.
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6b)
 

BumaleTraders
Trading,profitandlossaccount

Fortheperiodended31stDec,2011

   
BumalaTraders
BalanceSheet

Asat31stDec,2011
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WESTSCENTEXAMINATION
565/1
BusinessStudies
Paper1
July/August2018
Time:2Hours

1. OutlinefourmeasuresthegovernmentofKenyashouldputinplacetopreventbraindrain.
(4mks)

2. Asanexternalenvironmentgivefourwaysonhoweconomicfactorinfluencestheoperationofabusiness.
(4mks)

3. Outlinefourfactorstobeconsideredinordertoconstructaconsumerpriceindex.
(4mks)

4. Statefourbenefitsofusingsocialmediainpromotingaproduct.
(4mks)

5. ThefollowinginformationrelatetoOdangaTradersfortheyearended31stDecember2017.
Sales 2,000,000
CurrentAssets 5,000,000
FixedAssets 650,000
NetProfit 300,000
CurrentLiabilities 650,000
ClosingStock 100,000
OpeningStock 200,000
GrossProfitmarginwas 20%
Calculate:

i) CurrentRatio (1mk)
ii) GrossProfitmarkup

(1mk)
iii) RateofstockTurnover (1mk)
iv) Capitalemployed (1mk)
6. Outlinecircumstancesunderwhichatraderwoulduseporterstotransportgoods.

(4mks)
7. StatefourimportanceoffinancialRatio. (4mks)
8. Highlightfourreasonswhyinterestischargedonborrowedcapital. (4mks)
9. Outlinefourusesofaninvoicetoasellerofgoods. (4mks)
10.GivefourreasonswhyKenyangovernmentrestrictsimports. (4mks)
11.Thefollowingbalanceswereextractedfrom thebooksofOnkwanion31stDecember2017.

Capitalksh.240,000
Investmentduringtheyearksh100,000
Monthlydrawingsksh.10,000
Profitperyearksh.76,000

Calculateinitialcapital. (4mks)
12.GivefourreasonwhymonopolymaynotbepopulartomosteconomiesinAfrica.

(4mks)
13.Thefollowingillustrationwastakenfrom theoperationsofK&Xmetalworkshop.Statefourcausesoftheshift

indicated.
(4mks)

 
14.Statefourcausesofbalanceofpaymentsurplus.

(4mks)
15.Statefourwayinwhichthestockofabusinessmaychange. (4mks)
16.Identifyfourlongchainsofdistributionnotpopulartothebuyers.

(4mks)
17.On1stMay2018,DavidboughtgoodsoncreditquotedatKsh.200,000.Termsofsalewere20%tradediscount

and10% cashdiscountifpaymentwasmadeon28th/5/2018. Calculatetheamountpaidifpaymentwasmadeon
27th/5/2018.(4mks
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18.Identifyfourfeaturesoftheeconomicunionasaform ofeconomicintegration.
(4mks)

19.AfterhisKCSEexamination,Osorowasadvisedtostartoperatingatiedshopratherthanaunitshop.Givefourreasonsfor
thisadvice.
(4mks)

20.Statefourcircumstancesinwhichthenatureofgoodswouldinfluencethechoiceoftransportmeans.
(4mks)

21.Outlinefourbenefitsofmoneytransferserviceusingamobilephone.
(4mks)

22.Differentiatebetweenthefollowingterms:
i) Economicgrowthandeconomicdevelopment.
(2mks)
ii) E-mailandE-commerce. (2mks)

23.HighlightfourcircumstancesunderwhichthemanagerofWanguTradermayprefertotalktohisworkersverballyinsteadof
writingthem amessage.
(4mks)

24.Outlinefourtypesofledgersthatabusinessdealingwithgoodsislikelytomaintain. (4mks)
25.Youhavebeenappointedasthepublicrelations’officerinawell-to-docompany.Disclosefourdutiesyouwillbeunder-
taking
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WESTSCENTEXAMINATION
565/2
BUSINESSSTUDIES
Paper2
July/August2018
Time:2½Hours

Answerfivequestions
1.a)Explainfivefactorsthatmayleadtobusinessmergers.

(10mks)
b)Givefivedifferencesbetweenabondedwarehouseandafreewarehouse.

(10mks)
2a)ThefollowingtransactionstookplaceduringthemonthofApril2018inOtoyotraders.

April
1st StartedbusinessworthKsh.150,000depositedintothebankAccount.
2nd BoughtmachineworthKsh.8,000andpaidbycheque.
8th ReceivedKsh.6,500from KariswhoowedKsh7,000infullsettlementoftheaccount.
12th WithdrewKsh.20,000ofwhich15,000wasforofficeuseandtherestwastopayforhisson’s
medicalbill.
15th PaidOchiengTradersaccountincashofKsh.10,000ata10%cashdiscount.
25th Heboughtequipmentfor18,000andpaidbycheque.
26th Hemadecashsalespaiddirectlytothebankaccountworth15,000.
26th MadecreditsalesamountingKsh.7,500.
27th PaidOkongoacreditorincashKsh.3,200infullsettlementofhisaccountofKsh3,500.
30th BankedallthemoneyexceptKsh.2,000.
Required
Entertheabovetransactionsinrelevantcashbookandbalanceitoff.
(10mks)

b)ExplainfiveadvantagesofM-Banking.
(10mks)

3a)IntherecentpastthecountryofRwandahasbeenverykeeninjoiningtheEastAfricaCommunity.Explainfive
benefitsthatRwandamayenjoybybeingamemberofEastAfricaCommunity.

(10mks)
b)ExplainfivetypesofunemploymentthatthegovernmentofKenyamayberequiredtoaddress.

(10mks)
4a)Explaintheprocedureforpersonalselling. (10mks)

b)OmariTradershadthefollowingassetsandliabilitiesbalanceson31stDecember2017.
Capital 15,100
Bank 6,000
Debtors 2,000
PrepaidElectricity 600
Cash 3,000
Creditors 1,500
Outstandingsalaries 15,000
Equipment 20,000
Required
i) Prepareageneraljournaltorecordthetransaction.
(8mks)
ii) Postthetransactionstotherelevantledgeraccounts.
(10mks)

5a)sometaxesareimposeddirectlyontaxpayers’income.Explainfiveofsuchtaxes.
(10mks)

b)ExplainfivelimitationsofatrialBalance. (10mks)
6a)Explainfivewaysbywhichanentrepreneurcontributestotheproductionofgoodsandservices.

(10mks)
b)ThefollowinginformationrelatestoNyarooTradersfortheyear2017.

NetSales ksh. 320,000
Margin 20%
Expenses 35,000
Rateofstockturnover 6Times
Capital ksh.180,000
From theinformationabove,determine.
i) GrossProfit (2mks)
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ii) Costofgoodssold (2mks)
iii)NetProfit (2mks)
iv)AverageStock (2mks)
v) Rateofreturnoncapital (2mks)
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WESTSCENTEXAMINATION
FORM FOUR2018ENDOFTERM 2EXAMS
BUSINESSSTUDIES565/2)
Paper2
July2018

MARKINGSCHEME 
 1. Measurestopreventbraindrain. (4mks)
- Introducerelevanteducationsystem tofitthelocalneeds.
- Ensureproperandharmonisedremuneration.
- Ensurepoliticalfreedom.
- Buildconfidenceinthetraininginstitutionstocreateconfidenceinthem.
- Providenecessaryfacilitiestoqualifiedpersonneltoworklocally.
2. Asanexternalenvironment,givefourwaysonhow economicfactorinfluencestheoperationofabusiness.

(4mks)
- Affectsthelevelofincomeofbuyers/customers.
- Affectsthepricesandtrends.
- Affectsthestructuresandlevelofsavings.
- Affectsthedebtpatternsandrepaymentabilities.
- Affectsthecreditavailability.
3. Factortoconsiderinordertoconstructaconsumerpriceindex. (4mks)
- Selectionofthecommodities(basketofcommodities)
- Choiceofthebaseyear/period.
- Priceofthecommodityduringthecurrentandbaseperiod.
- Choiceoftheaveragetobeused.
4. Benefitsofpromotingaproductthroughthesocialmedia. (4mks)
- Givesaccesstoworldmarket/widermarket.
- Equalopportunityinthemarkettoproducersregardlessofwhetherthebusinessissmallorlarge.
- Itisfasttotransact/topromote/savestime.
- Paperworkisreduced.
- Itischeap/savesoncostofcommunicatingtocustomers.
- Feedbackisimmediate.

5. i) CurrentRatio= CurrentAssets
CurrentLiabilities

=650,000
650,000 =1.1

ii)GrossProfitMarkup
=Grossprofitx100

Costofsales
a)GrossProfit=MarginxSales

 
= 20 x200,000=400,000

100
b)Costofsales = Sales-GrossProfit

=2,000,000-400,000
=1,600,000

=25%or¼
AlternativemethodI
ConvertMargintomark-up
20x100= 20x100=25%
100x20 80
AlternativemethodII
1¬=

5-1 or25%
 

iii)RateofstockTurnOver
=Costofsales

Averagestock
Averagestock=100,000+200,000

2
=150,000

StockTurnover=1600,000
150,000
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=10.67times
 iv)Capitalemployed

= FixedAssets+CurrentAssets
= 5,000,000+650,000
= 5,650,000

or
Capital+NetProfit+Currentliabilities
=(4,700,000+300,000)+650,000
=5,650,000

6. Circumstanceswhenatradermayuseporterstotransportgoods. (4mks)
- Whenthedistanceisshort.
- Wheretherearenofixedroutes.
- Whenhewantstoreducecost.
- Whenothermeansarenotavailable.
- Wherethereispooraccessibilitytoothermeans.
7. Statefourreasonswhyfinancialrationsareimportant. (4mks)
- Theyassistthebusinessinmakingfinancialdecisionsconcerningtherunningofthebusiness.
- Theyenablethebusinesstodeterminetherateofprofitabilityoncostofgoodssoldandsales.
- Abusinessisabletodetermineitslevelofquality.
- Theyhelpabusinesstodetermineitslevelofindebtedness.
- Theyhelpthebusinesstodeterminetherateofreturnonthecapitalinvestedandemployedinthebusiness.
- Theyhelpthebusinesstodeterminethetotalcostsincurredinrunningthebusinessinagivenperiodoftime.
- Theyhelpthebusinesstocompareitsperformancewiththatofotherbusiness.
8. Highlightfourreasonswhyinterestischangedonborrowedcapital.

(4mks)
- Torewardcapitalasafactorofproduction.
- Totakecareoflossinmoneyvalueovertime.
- Tolimittheamountborrowed.
- Toshortenthecreditperiod.
- Toraiseincomesforthelenders.
9. Functionsofinvoicetotheseller. (4mks)
- Evidenceofgoodssoldoncredit.
- Recordscredittransactionforfutureuse.
- Demandspaymentforgoodssoldoncredit.
- Providesinformationforrecordingbooksofaccount.
10. GivefourreasonsforimportrestrictionsbytheKenyagovernment. (4mks)
- Toprotectlocalinfantindustries.
- Tocreateaidprotectemployment.
- Toprotectstrategicindustriesinthecountry.
- Topreventdumping.
- TopreservebalanceofTrade(Avoidbalanceoftradedeficit).
- Toprotecttheculturalandsocialvalues.
- Toexpandmarketforlocalproducts.
11. Calculateinitialcapital.

FC=IC+I+P-D
IC=FC+D-I-P
= 240,000+(12x10,000)-(100,000-76,000)
= 240,000+120,000-(100,000-76,000)
= 360,000-176,000
= 184,000

12. GivefourreasonswhymonopolyisnotpopularinmosteconomiesinAfrica.
(4mks)

- Theychargehighpricesandexploitconsumers.
- Mayproducesub-standardgoods/servicesduetolackofcompetition.
- Theyoperateatexcesscapacityleadingtounemploymentandwastageofresourcesduetorestrictionofoutput.
- Theyleadtounevendistributionofincome.
- Toomuchpowermaybeusedtoinfluencedthegovernmenttoadoptunfavourablepolicies.
13. Causesofaswiftinmetalworkshop. (4mks)
- Improvedmethodsofproduction(Technology)
- Decreaseincostofproduction.
- Favourablegovernmentpoliciese.gincentives,lowtax.
- Increasedpopulationintheenvironment.
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- Increaseinpriceofrelatedproducts.
- Fearoffutureexpectedfallinprices.
 
14. Causesofbalanceofpaymentdeficit (4mks)
- Increasedexportwithdecliningimports.
- Devaluationoflocalcurrencythatwouldresulttoincreasedexportsandlessimports.
- Capitalinflowarisingfrom loansorforeigninvestmentfrom othercountries.
- ImprovedTechnologythatleadstoincreasedexport(qualityandquantity)
- Improvedeconomicconditionswherethereisaboom.
15. Waysinwhichthestockofabusinessmaychange.

(4mks)
- Goodsbeingsold.
- Purchasingofnewstock.
- Goodsbeingreturnedtosuppliers.
- Goodsbeingreturnedbycustomers.
16. Disadvantagesoflongchainsofdistributiontobuyers. (4mks)
- Increasedprices.
- Likelihoodofdelayofgoods.
- chancesofdamagetogoodsduetohandling.
- Feedbacktoproducer/manufacturerisslow.
- Perishablegoodswillgobad.
17. Calculatetheamountpaid.

Tradediscount=20x200,000
100

=40,000
Paymentaftertradediscount

=200,000-40,000
=160,000

Cashdiscount=10x160,000
100

=16,000
AmountpaidbyDavid=160,000-16,000

=144,000
18. Featuresoftheeconomicunionasaform ofeconomicintegration (4mks)
- Notariffformembercountries.
- CommontariffagainNon-membercountries.
- Freemovementoffactorsofproduction.
- Commoncurrency.
- Commonfinancialinstitution(CentralBank)
- Commoninfrastructure.
19. BenefitsassociatedwithoperatingaTiedshop. (4mks)
- Easyidentifiableduetosimilarappearancebycustomers.
- Productpromotionisdonebythemanufacturer.
- Cangetcreditfacilitiesfrom manufacturer.
- Thereisassuranceofcontinuedsupplyofgoods.
- Thereisassuranceofhighqualityofgoods.
20. Fourwaysinwhichthenatureofgoodswouldinfluencethechoiceofmeansoftransport. (4mks)
- Ifgoodsarefragile,asmoothmeanswouldberequired.
- Ifperishablefastmeanswouldbeused.
- Ifgoodsareofhighvalue,safemeanswouldberequired.
- Ifgoodsareofhighvalue,safemeanswouldberequired.
- Ifgoodsarebulky,andheavy,anappropriatemeanswouldberequired.
- Ifgoodsareliquidofgaseousform,pipeortankerwouldberequired.
21. Benefitsofmoneytransferserviceusingamobilephone. (4mks)
- Deposit/withdrawingmoneycanbedoneanytime(24hourservice)
- Convenientissending/receivingmoneytransfermoney.
- Canpaybills.
- Canbeusedtocarrymoneysafely.
- Canbuyairtimeconveniently.
- Easytocheckbankbalances.
- Cancheckrecenttransactions.
- Checkaccountbalances.
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22. Differentiatebetweenthefollowing.
i) Economicgrowthandeconomicdevelopment. (2mks)
- Economicgrowth-aquantitativechangeinlevelofNationalIncome(GPP)/increaseinproductionofgoodsand

service.
- Economicdevelopment-Bothquantitativeandqualitativechangeinentireeconomicandsocialsystems.
ii) E-mailand e-commerce

(2mks)
- Electronicmail-isthesendingofwrittenmessagethroughtheinternetusingcomputers.
- E-commerce-Tradingthroughtheinternetusingcomputers.

NB2markseachoro.
Twomustbecorrecttoaward2mks

23. Circumstancesunderwhichverbalcommunicationispreferable (4mks)
- Whenthemanagerwantstoconvince/persuadeworkers.
- Whentheheneedstomakethemessageaccurate.
- Whenthemanagerrequiresimmediatefeedback.
- Whenthemessageisconfidential.
- Wherethemessageisurgentandrequiresquickcommunication.
- Whendistancebetweenthemanagerandworkerisveryshort.
24. Typesofledgerskeptbyabusinessdealingwithgoods. (4mks)
- Cashbook.
- Salesledger(debtorsledger)
- Purchasesledger(creditorsledger)
- Nominalledger.
- Privateledger.
- Generalledger.
25. Dutiesofapublicrelationsofficerinacompany. (4mks)
- InitiatinganddevelopingappropriateP.Rstrategiesandprogrammes.
- Buildingandmaintainingastrongandcredibleinstitutionalimage.
- Organisingprotocolandmediaevents,briefing,conferencesandexhibitions.
- Developingandco-ordinatingcorporatesocialresponsibilityactivities.
- Initiatingandmanaginglinkagewithstakeholders.
- Preparingpublicationsmaterialandmaintenanceofmediadatabase.
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WESTSCENTEXAMINATION
FORM FOUR2018ENDOFTERM 2EXAMS
BUSINESSSTUDIES565/2)
Paper2
July2018

MARKINGSCHEME 
1.Factorsleadingtomergers (10mks)
- Toeliminatewastefulcompetition.
- Toexpandcapitalbase.
- Toenablethefirm todiversifyproductionactivities.
- Enablethefirmstopooltheirresources.
- Toestablishthemonopolytocontrolthemarket.
b)DifferencesbetweenBondedwarehouseandfreewarehouse. (10mks)

Bondedwarehouse Freewarehouse
- Normallysituatedattheentrypoints,ports,-Canbelocatedanywherewithinthecountry.

airports
- Goodsstoredawaitingpaymentofcustoms -Goodsstoredawaitingcustomers/consumption

duty.
- Closelymonitoredbythegovernment. -Onlycheckedsometimestoensurenoillegalgoodsstored

in.
- Allowsgovernmenttoinspectgoodsstored-Goodsmaynotbeinspectedbythegovernment.
- Usedtocontroltheentryofgoodsentering-Usedtocontrol/preventgoodsfrom damage/thecountry(quality

andtype)theft.
 
2.(a) OTOYOTRADERS

CASHBOOKFORTHEMONTHOF
APRIL2018 

 
 

b) AdvantagesofM-Banking (10mks)
- Receivingsalarydepositalerts.
- Allowsairtimetopupsdirectlyfrom bankaccount.
- Paymentofbillsdirectlyonmobilephone.
- Accessibilityofbankstatementsanytime.
- Withdrawalfrom bankaccountswithouthavingtovisitabankinghall.
3a) BenefitsofbeingamemberofEastAfricanCommunity (10mks)
- Highqualitygoodsduetocompetitionamongthecountries.
- Leadstoimprovementofinfrastructuree.gSGR.
- Itwillleadto/willenjoywidermarketasitwillselltoallmembercountries.
- Mayfacilitatefreemovementoffactorsofproductionbetweenthememberscountries.
- Therewillbeincreasedspecializationongoodsthatithascomparativeadvantageleadingtohighqualityand

quantityofgoods.
- Rwandawillimportorexporthergoodstomembercountrieseasilysinceexport/importprocedureswillbe

simplified.
- Mayreducedependenceondevelopedcountriessincemembercountriesrelyononeanother.
- Canenjoygoodrelationshipandunderstandingleadingtounityamongmembercountries.
- Mayleadtoreductionofunemploymentsincelabourismobile.
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- Rwandamaycarryoutjointresearchforbetterqualityofproducts.
- Therewillbefreeflow/transferofnewtechnologyfrom onecountrytoanother.
 b) Typesofunemployment (10mks)
- Disguisedunemployment-Wherewithdrawalofsomeworkersmaynotaffectout-put/moreworkersthanthey

arerequiredtocarryoutatest.
- Voluntaryunemployment-Wherepeoplechoosenottoworkduetoreasonssuchaslowpay.
- Involuntaryunemployment-Wherebypeoplearereadytoworkbuttherearenojobsavailableforthem.
- Structuralunemployment-Wherethesupplyofaparticularcategoryofworkersexceedthedemandfortheir

service/causedbychangeinlevelsofproductionleadingtolowdemandfortheserviceofworkers.
 
- Frictionunemployment-Whenpeoplelosejobsandgolookingforotherjobs.
- Seasonalunemployment-Itariseswhenpeopleareengagedinactivitiesthatfluctuatewithtime/varywith

time/seasone.gAgricultureactivities.
- Cyclicalunemployment-Causedbyfluctuationofeconomicactivitiesoveraperiodoftimeinapattern/

alternatingfrom boom torecessiontodepressione.t.c
- Residualunemployment-Crisesduetohandicapssuchasmentalorphysicalchallenges.
- Urbanunemployment-Foundintownwheretherearemoreworkersthanthejobs.
- Technologicalunemployment-Whennewtechnologyisadopteditreplaceshumanlabour.
- Casualunemployment-Whencasualworkerslosejobsbecausetheirlabourisontemporarybasis.
- Targetworker-Wherepeopleworktoattainacertainlevelofincomebutwithdrawtheirserviceoncetheyattain

givenincome.
- Keynesianunemployment-Whenthelevelofdemandintheeconomyisnotsufficientenoughtosupport

productionactivitiesthatgenerateemployment.
b) Procedureforpersonalselling (10mks)
- Establishcontactwithaprospectivecustomer
- Arouseorcreateinterestintheproduct

(displayingproduct)
- Creatingpreferencefortheproductintheprospectivebuyercitingstrongfeatures.
- Makingaproposaltoselltheproducttoreceivetheorderfrom theprospectivebuyer.
- Closingthesalebysupplyingtheproductandreceivingpayment.

(5x2=10mks)-ordershouldbefollowed.

(8x½=4mks)
 

N/BNarrationcorrectlywritten,award(2mks)
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ii)LedgerAccounts
 

5a) Sometaxesareimposeddirectlyontaxpayersincome.Explainfiveofsuchtaxes. (10mks)
- Incometax-Imposedonpersonalincomee.gPAYE
- Capitalgainstax-Imposedongains/increaserealizedonsaleordisposalofrealassets.
- Corporatetax-Imposedonprofitsofcompanies.
- Estateordeathtax/duty-Imposedonthevalueofpropertyofadeceasedperson.
- Capitaltransfertax-Imposedontransferringownershipofcapitalfrom onepartytoanother.
- Graduatedtax-taxleviedperadulthead.
b) LimitationsofaTrialbalance. (10mks)
- Errorofomission-Whennorecordorentryoftransactionismadeinanyledgeraccounts.
- Errorofcommission-atransactionisrecordedinwrongaccountbutsameclass.
- Errorofprinciple-OccurswhereatransactionisrecordedinwrongAccountofadifferentclass.
- Errorofcompensation-Theeffectofsuchthat,cancancelouteachother.
- Errorofcompletereversalofentries-Occurwhentheaccounttobecreditedisdebitedwhiletheonethatwasto

bedebitediscredited.
- Erroroforiginalentry-Whenboththecreditandebitentriesaremadecorrectlyincorrectaccountsbutusing

transportedorwrongfigures.

6a)Waysinwhichanentrepreneurcontributestotheproductionofgoodsandservices. (10mks)
- Identifiesviablebusinessopportunities.
- Providesguidelinesonhowproductionshouldbeorganized.
- Providesthecapitalnecessarytocarryonproduction.
- Hires/providesallotherfactorsofproduction.
- Bearsalltherisksduringproduction.
- Decideshow/when/where/whattoinvestinthebusiness.
- Rewardsallthefactorsofproduction.
b)i)Grossprofit

Margin=GrossProfit
NetSales

20= GP__
100 320,000

 
G.P.=320,000
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5
G.P=64,000 (2mks)

 
ii)Costofgoodssold

Cogs=NetSales-GP
=320,000-64,000
=256,000 (2mks)

iii)Netprofit
N.P=GrossProfit-Expenses

=64,000-35,000
=29,000

(2mks)
iv)AverageStock

Rosto= Costofgoodssold
AverageStock

6 =256,000
AverageStock

AverageStock=256,000
6

=42,666.7 (2mks)

v)RateofReturnoncapital
RRC=NetProfitx100

Capital
=29,000 x100

180,000
=16.1% (2mks)
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SUKELEMOCKPAPER1
565/1
BUSINESSSTUDIES
PAPER1JULY2018
2HOURS

1.Highlightfourwaysinwhichbusinessstudiesisusefultoacommunity. (4
marks)

2.Outline4effectsoffixingpriceabovetheequilibrium. (4mks)
3.Outline4servicesofferedinagencybankingasatrendinthebankingsector.

(4mks)
4.Outline4functionsofKenyaBureauofStandards(KEBs). (4mks)
5.Amanufacturingfirm hasbeenconsistentlyreleasingtoxicwastesintotheneighborhood.Outlinefourmeasures

youcantaketostopthefirm from suchmalpractice.
(4mks)

6.Thefollowingtermsrelatetocommunication:vertical,horizontal,formaland informal.Writetheappropriateterm
ofcommunicationassociatedwitheachofthefollowingstatements. (4mks)

7.DuringthemonthofJuly1995KungumadesalesworthKshs.60,000.Hismarginonsaleswas20%,calculate;
a)Thegrossprofit
b)Thecostofgoodssold

8.Statewhethereachofthefollowingtransactionswillincrease,decreaseorhavenoeffectonthebalancesheet.
(4mks)

Transaction EffectonBalanceTotals

Withdrewmoneyfrom thebankforofficeuse
PaidMr.Kimeli,acreditorincash.
Purchasedamotorcarbycheque.
Soldaprivatecaranddepositedthemoneyintothe
businessaccount

9.Highlightfourwaysinwhichabusinessownercanpositivelyinfluencetheinternalenvironmentofhis/her
business.
(4mks)

10.Outlinefourcharacteristicsoflandasafactorofproduction.
(4mks)

11. Statethedocumentusedinhometradeforthefollowingfunctions.
(4mks)

Functions Document
Tofindoutwhetherthesupplierstockscertaingoods.
Torequestasuppliertoprovideparticulargoodstoacustomer.
Toinform thebuyerthathisaccounthasbeenreducedbycertainamountof
money.
Todescribegoodsthathavebeensoldtothebuyeroncredit.

12.Mutukuwishestojoinasavingsandcreditco-operative(Sacco).Outlinefourbenefitshewillenjoybybeinga
memberoftheco-operative.
(4mks)

13.Outlinefourcircumstancesunderwhichalocalproducerwouldbuildhisownwarehouse.

Statement Terms
(a) Amanagergivesinstructionstoasupervisorinherdivision

(b) Rumoursgoingaroundthatthemostdisciplinedworkerswillberewarded.
(c) AmanagerissuesageneralcirculartotheEmployees

(d) Prefectsdiscussingdisciplineintheirschool
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14.ThefollowinginformationrelatestothebusinessofKitambawholesalersfortheyearended31stDecember2017.

KenyaShillings
Capitalasat31stDecember2017 1,040,000
Netprofitfortheyear 240,000
Additionalinvestment 380,000
Capitalasat1stJanuary2017 720,000

Duringtheyear,theproprietortooksomegoodsfrom thebusinessforfamilyuse.Calculatethevalueofthose
goods. (3mks.)

15. State4reasonswhyshelterisabasicwant. (4mks)

16. Thediagram belowrepresentsvarioustypesoftaxes.Proportionaltax,regressivetaxandprogressivetax.

I. Statewhatisrepresentedbytheaxeslabelled‘k’and‘m’. (1mk)

II. Identifythetaxcurveslabelled(a),(b)and(c). (3mks)

17.ThefollowingbalancesrelatetoMatereenterprisesfortheyearended30thSeptember2017.

ksh.

Sales 145,000

Purchases 110,000

pre-paidinsurance 30,000

outstandingsalaries 10,600

debtors 80,000

commissionreceived 20,400

baddebtswrittenoff 24,000

capital 68,000
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PrepareMatereenterprisestrialbalance.
(4mks)
18.FOURbenefitsKenyawouldderivefrom beingamemberoftheEastAfricnaCommunity(EAC)

19.TheHighlightFOURmeasuresthathavebeenputinplacebytheKenyagovernmenttoensurethesafetyof
passengersonKenyanroads.
(4mks)

20.KakamegaSugarCompanywouldliketosellitsproductstoMexico.Identifyanyfourpossiblechannelsof
distributionthebusinessmayuse.
(4mks)

21.OutlineFOURmeasuresthatcanbetakenbyanorganizationtoensuresecurityofinformationanddocumentsin
theoffice.
(4mks)

22.OutlineFOURfeaturesofperfectcompetitionmarketstructure.
(4mks)

23.Highlightcostofconsumergoodsandservicesforarepresentativebasketofanaveragefamilyisgivenbelow
YEAR 2006 2007
PRICES KSH.1200 KSH.1600

Determinetheincreaseinconsumerpriceindex.Using2006asthebaseyear.
(4mks)
24.State4reasonswhichmayinfluenceagovernmenttoimplementapolicyofdelocalization.

(4mks)

25.Inthespacesprovided,statethesourcedocumentsusedtorecordinformationinthesubsidiarybookslisted
below.

SUBSIDIARYBOOKS SOURCEDOCUMENTS
SalesReturnsDayBook
PurchasesDayBook
SalesDayBook
PurchasesReturnsDayBook
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SUKELEMOCKEXAMS
TheKenyacertificateofsecondaryeducation
BUSINESSSTUDIES565/2
PAPERTWO
JULY2018
TIME:2HOURS30MINUTES

1.(a)ExplainfivedifferencesbetweenprivatelimitedcompanyandpartnershipformsofBusinessunits.
(10marks)

(b).Explainanyfivemeasuresthatthegovernmentmaytaketoreducetheamountofmoneycirculatinginthe
economy.

(10marks)
2.(a).Explainfiveprinciplesofinsurance,highlightingthesignificanceofeachtotheinsured.

(10marks)
(b).Withtheaidofawelllabeleddiagram,explaintheeffectofanincreaseinthesupplyhasonacommoditywhile

itsdemandremainsconstant.
(10marks)

3.(a).ThefollowingtransactionsrelatetoMegaWholesalersforthemonthofMarch
2011.
March1:Boughtgoodsoncreditfrom KawedistributorsShs.26,200,KamakiaShs.15600,Mambo

shs.33360
March2: SoldgoodsoncredittoFumaretailersShs.37,200,TitogrocersShs.25,500and

Wambatraders Shs.16,250.
March6: ReturnedgoodstoKamakiaShs.2,400andMamboShs.4,160.
March9:SoldgoodsoncredittoTamuShs.5,500andPatuShs.18,200.
March11:Boughtgoodsoncreditfrom ChumaShs.33,840.
March15:GoodsreturnedbyTamuShs.1,500andFumaretailersShs.1,820andPatuShs.2,600
March18:Boughtgoodsoncreditfrom JamaShs.21,210andSamaShs.53,850.
March26:CreditsalestoKamanjaShs.16,600,OrengoShs.19,260andWamatradeshs.15200

REQUIRED:Entertheabovetransactionsintherespectivebooksoforiginalentry. (10marks)
(b).Describefivewaysacountrymayusetorestrictforeigntrade.

(10marks)
4.(a).Explainfivebenefitsofprizewinningcompetitioninproductpromotion. (10

marks)
(b).Explainfivechallengesassociatedwithoverpopulation.

(10marks)
5.(a).

BUSSYTRADERS
TRIALBALANCE

ASAT30THJUNE2018
Details DR. CR.

KES. KES.
Purchases/sales 698000 1164000
Debtors/Creditors 102000 124000
Stock 80000
Motorvehicles 1200000
Drawings 60000
Returns 44000 38000
Carriageinwards 20000
Bankloan 760000
Furnitureandfittings 1090000
Discounts 50000 72000
Baddebts 40000
Rentincome 48000
Interestonloan 96000
Cash 356,000
Capital 1,630,000

3836,000 3836,000

Closingstockasat30/6/2018sh.160000
Prepare;tradingandprofitandlossaccountandthebalancesheetasat30thJune2018.
(12marks)

(b).Explainanyfourreasonsthataccountfortheincreasingpopularityofselfservicesystem intheexchangeof
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goodsandservices.
(8marks)

6. (a).Therehasbeenatremendousincreaseinestablishmentofindustriesinthecountiesoverthepastfiveyears.
Explain five measuresthattheKenyagovernmenthasusedtoensurethis.
(10marks)
(b).ExplainfivereasonswhyahigherNationalIncomemaynotnecessarilymeanbetterwelfareforthecitizens
ofthat

country. (10
marks)
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BUSINESSSTUDIES
MARKINGSCHEME
SUKELEMOCKPAPER1MARKINGSCHEME

1.Waysinwhichbusinessstudiesisusefultoacommunity.
 Helpsthesocietytounderstandtheroleofaidstotradeinenhancingbusinessactivities.
 Promotescooperationandpeaceinthesocietythroughtradeandintegration.
 HelpsthesocietymemberstoappreciatetheroleofICTintrade
 Enablesthesocietymemberstogetskillstostartandoperatebusiness
 Enhancestradeinthesociety
 Enablesthesocietytodeveloppositiveethicalbusinessandenvironmentalpractices
 Thesocietywillappreciatetheroleofgovernmentinbusiness
 Thesocietyisinformedofvariouscommercialactivities
 Thesocietyisinformedofvariouseconomicissuesthataffectsit.

2.Outline4effectsoffixingpriceabovetheequilibrium. (4mks)
 Demanddecreases
 Supplyincreases
 Therewillbeasurplusorexcessgoodsinthemarket
 Excessgoodsmightbedestroyed
 Excessgoodsmightbesoldatthrowawayprices
 Producerswillbeforcedtoreducethepriceoftheequilibrium
 Someproducerswillbethrownoutofthemarketiftheydon’tmeetthecostofproduction

3.Outline4servicesofferedinagencybankingasatrendinthebankingsector.
(4mks)

 Customerdeposits
 Withdrawalfrom ownaccount
 Transferoffunds
 Payingbills
 Balanceenquiries
 Openingnewaccounts
 Fillingofloanapplicationforms

4.FunctionsofKEBs
 Tastegoodstoensuretheyaresafeforconsumersuse
 Destroycontaminatedgoodsorpoisonousgoods
 Destroypoorqualitygoods
 Ensureallproducershavemetrequiredstandardswhenproducingtheirgoods
 Checklabelsandpackagestoensuretheyhavecorrectinformation
 Controlandmonitortheuseofstandardizationmarks

5.Amanufacturingfirm hasbeenconsistentlyreleasingtoxicwastesintotheneighborhood.Outlinefourmeasures
youcantaketostopthefirm from suchmalpractice

 Publicizingthemalpracticetobeknowntothepublic
 Takelegalactionincourt
 ReporttotherelevantauthoritylikeNEMA
 Educateneighbourstofightfortheirrights
 Boycottthefirm’sproducts
 Carryoutdemonstrationagainstthefirm
 Reasonoutwiththefirmstoeducatethem ontheimportanceofconservingtheenvironment.

6. Thefollowingtermsrelatetocommunication:vertical,horizontal,formaland informal.Writetheappropriateterm
ofcommunicationassociatedwitheachofthefollowingstatements.

7.Sales;60000 margin20%
Margin =GrossProfit/sales
Grossprofit =20%X60000

=12000.
Costofgoodssold=grossprofit/markupORCOGS=SALES–GROSSPROFIT

=12000x4/1 =60000-12000
=48000 =48000

Statement Terms
(a) Amanagergivesinstructionstoasupervisorinherdivision Vertical
(b) Rumoursgoingaroundthatthemostdisciplinedworkerswillberewarded.Informal
(c) AmanagerissuesageneralcirculartotheEmployees Formal
(d) Prefectsdiscussingdisciplineintheirschool horizontal
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8.Statewhethereachofthefollowingtransactionswillincrease,decreaseorhavenoeffectonthebalancesheet.
(4mks)

Transaction EffectonBalanceTotals
Withdrewmoneyfrom thebankforofficeuse Noeffect
PaidMr.Kimeli,acreditorincash. Noeffect
Purchasedamotorcarbycheque. Noeffect
Soldaprivatecaranddepositedthemoneyintothe
businessaccount

Increase

9.Highlightfourwaysinwhichabusinessownercanpositivelyinfluencetheinternalenvironmentofhis/her
business.
(4mks)

i)Provisionofadequatefinacetorunthebusiness.
ii)Provisionofenoughphysicalresourceslikemachines,andequipment.
iii)Employingskilledpersonnelandallocatingthem therightduties.
iv)Introducingmodernandappropriatetechnology.
v)Settinguprealisticgoals.
vi)Establishaclearbusinessstructure.
i) Establishingabusinesscodeofethicstobefollowedbyemployees.

10. Outlinefourcharacteristicsoflandasafactorofproduction.
(4mks)

i) Itislimitedinsupplyandthuscannotbecreated.
ii) Thefertilityoflandvariesfrom oneplacetoanother.
iii) Itsutilitycanbeimprovedbyuseofcapitalandlabour.
iv) Itissubjecttothelawofdiminishingreturns.
v) Itisabasicfactorofproduction.
vi) Theprice/rewardfortheuseoflandisinform ofrent,ratesandlease.

11.Statethedocumentusedinhometradeforthefollowingfunctions.
(4mks)

Functions Document
Tofindoutwhetherthesupplierstockscertaingoods. Letterofinquiry
To requesta supplierto provide particulargoods to a
customer.

Localpurchaseorder

Toinform thebuyerthathisaccounthasbeenreducedby
certainamountofmoney.

Creditnote

Todescribegoodsthathavebeensoldtothebuyeroncredit. Invoice
12.Mutukuwishestojoinasavingsandcreditco-operative(Sacco).Outlinefourbenefitshewillenjoybybeinga

memberoftheco-operative.
(4mks)

i) Hewillearndividendsonsharessaved.

ii)Hewillobtainloansatlowinterestrates.

iii)Hewillbeencouragedtosavebyuseofcheckoffsystem.

iv)Hewillobtainloanseasilysinceonlyafewformalitiesarerequired.

v)Hewillaccessdifferentcategoriesofloanssuchasnormal,emergency,medicaldevelopmentetc.

vi)Incaseofdeath,hisbeneficiarieswillberefundedhissharecontribution.

vii) Incaseofdeath,hisloanswillbewrittenoff/hisbeneficiarieswillnotbeaskedtopayhisloans.

viii)Hissavingswillbesafesincetheywillbeinsured.

ix)Hewillnotrequireanysecuritytoobtainloans.

x)HemayaccessbankingfacilitiesthroughtheSACCOSfrontofficeservices.
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13.Outlinefourcircumstancesunderwhichalocalproducerwouldbuildhisownwarehouse. (4mks)

i) Wheretheproducerneedstoexercisefullcontrolofthewarehouse.

ii) Wheretheproducerwishestosaveoncostsincurredinhiringapublicwarehouse.

iii)Wheretheproducerneedstodesignthewarehousetosuitthegoodshe/shedealswith/ownspecifications.

iv)Wheretheproducerdoesnotwanttobesubjectedtolongproceduresthatarefoundinpublicwarehouses.

v) Wheretheproducerisinvolvedinproductionofseasonalgoodsandmayneedtostorethem till
demandarises.

vi)Wheretheproducerproducesgoodscontinuouslyonalargescale.

14.ThefollowinginformationrelatestothebusinessofKitambawholesalersfortheyearended31stDecember2017.
KenyaShillings

Capitalasat31stDecember2017 1,040,000
Netprofitfortheyear 240,000
Additionalinvestment 380,000
Capitalasat1stJanuary2017 720,000
Duringtheyear,theproprietortooksomegoodsfrom thebusinessforfamilyuse.Calculatethevalueofthose
goods.Valueofgoods=drawings
FC=IC+P+AI–D (1mk)
D=IC+P+AI–FC
D=720,000+240,000+380,000+104,000 (1mk)

=300,000 (1mk)
15.State4reasonswhyshelterisabasicwant. (4mks)

Provideswarmthtothebody
Preventsdiseases
Preventsmanagainstadverseweather
Forstorageofbasicitems
Forsurvival
Providesspaceforrelaxationandsleeping

16. Thediagram belowrepresentsvarioustypesoftaxes.Proportionaltax,regressivetaxandprogressivetax.

k

(a)

(b)
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(c)

0 m

III. Statewhatisrepresentedbytheaxeslabelled‘k’and‘m’.
(1mk)

k…taxrate

m…taxbase

IV. Identifythetaxcurveslabelled(a),(b)and(c). (3mks)

(a)Progressivetaxcurve

(b)Proportionaltaxcurve

(c)Regressivetaxcurve

17.ThefollowingbalancesrelatetoMatereenterprisesfortheyearended30thSeptember2017.

ksh.

Sales 145,000

Purchases 110,000

pre-paidinsurance 30,000

outstandingsalaries 10,600

debtors 80,000

commissionreceived 20,400

baddebtswrittenoff 24,000

capital 68,000

PrepareMatereenterprisestrialbalance. (4mks)

MATEREENTERPRISESTRIALBALANCEASAT30THSEPTEMBER2017
Dr Cr

ksh ksh
Sales 145,000
Purchases 110,000
Pre-paidinsurance 30,000
OutstandingSalaries 10,600
Debtors 80,000
Commissionreceived 20,400
Baddebtswrittenoff 24,000
Capital 68,000
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244,000 244,000

10*1/2=5marks
18. Measuresthathavebeenputinplacebythegovernmenttoensurethesafetyofpassengers

- Removalofunroadworthyvehicleswhichmaycauseaccidents
- Installationofbumpstoreducespeed
- heavypenaltiesonmotoristwhodisobeytrafficrules
- makingsurethatpassengersvehiclehavesafetybeltstominimizecasualties
- ensuringthatPSVhavespeedgovernmentstolimitthespeed
- restrictionontravellinghourstoensuredrivershaveampletimetorest
- allthePSVsareoperatingunderaSACCO

19.Possiblechannelsofdistributionthatthebusinessmayuse
a) localmanufacture-------kakamega-------------foreignconsumer
b) localmanufacturer---------------foreignretailer----------------foreignconsumer
c) localmanufacturer-------------------foreignwholesaler------------foreignconsumer
d) localmanufacturer------------------foreignimportagent-----------foreignwholesaler-----------------foreignretailer-------

-foreignconsumer
20.Measuresthatcanbetakenbyanorganizationtoensuresecurityofinformationanddocumentsintheoffice

ii) filinginformationintime
iii) ensuringonlyauthorizedpersonshandlethefiles
iv) ensuringproperrecordingoffilesleavingheregistry
v) trainingstaffonhowtohandlefiles
vi) usingsecurefiles
vii) conducingregularphysicalcheckingoffilesintheregistry/otheroffices

21.featuresofperfectcompetitionmarketstructure
- alargenumberofbuyersandsellers
- productsareuniform thatis,homogenous
- thereisfreedom ofentryandexit
- thereisnogovernmentintervention
- thereisperfect,knowledgeofthemarketamongbuyersandsellers
- noexcesssupplyordemand
- perfectmobilityoffactorsofproduction
- notransportcost

22.benefitsKenyawouldderivefrom beingamemberofEAC
- thelargescaleproductionduetospecialistsgivesthecountriesthebenefitsofeconomies
- improvesco-operationandpeaceamongthememberstates
- allowsindividualstatestospecializeinproduction
- membersstatesarebetterplacedtodevelopandimprovetheirinfrastructure
- givesmemberscountriesgreatereconomicstrengthandbargainingpositionininternationalmattersandthe

internationalmarket

23. CP1

133.3%
IncreaseinCPIis33.3%

24.Reasonswhichmayinfluenceagovernmenttoimplementapolicyofdelocalization
- topromotebalancedregionaldevelopment
- toredistributeincomes
- toensurebetteruseofresourcesindifferentpartsofthecountry
- tocreateemploymentindifferentregionsofthecountry
- toreducecongestioninurbancentreswheretopmanyformsarelocal

25. Inthespacesprovided,statethesourcedocumentsusedtorecordinformationinthesubsidiarybookslisted
below.

SUBSIDIARYBOOKS SOURCEDOCUMENTS
SalesReturnsDayBook Creditnoteissuedor

Outgoingcreditnote
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PurchasesDayBook Invoice received/purchase invoice/incoming
invoice

SalesDayBook Invoiceissued/salesinvoice/outgoinginvoic
PurchasesReturnsDayBook Creditnotereceived/incomingcreditnote

SUKELEJOINT2018
BUSINESSSTUDIES
MARKINGSCHEME:

562/2
1a)Differencebetweenprivatelimitedcompanyandpartnership

Privatelimitedcompany Partnership
Separatelegalentity Notalegalentity
Maximum membershipis50shareholders Maximum membershipis20or50partners
Allhavelimitedliability Mosthaveunlimitedliability
FormedunderCompaniesAct FormedunderPartnershipAct
Hasperpetualexistence Itscontinuitydependsoflifeofapartner
ManagedbyBoardofdirectors Managedcollectivelybypartners

b.)Fivemeasuresthatthegovernmentmaytaketoreducetheamountofmoneyincirculationintheeconomy.
-Raisingthebankrate
-sellingsecuritiesthroughopenmarketoperations.
-Raisingcashratio/liquidityratio.
-Increaserestrictivecreditcontrolmeasures.
-Directivestocommercialbankstodenialcredittosomesectorsoftheeconomy.
-Raisingthemarginratioonloans/differentbetweentheloangrantedandvalueofsecurity.
-Moralpersuasion
-Raisingcompulsorydepositswithcentralbank.
2a)Fiveprinciplesofinsuranceandtheirsignificancetotheinsured.

I. Subrogation-Aftertheinsuredhasbeencompensated,theinsureditem becomesthepropertyoftheinsured.
Theinsuredisnotsupposedtobenefitfrom doubleinsurance.

II. b)ProximateCause-Fortheinsuredtobecompensatedtheremustbeverycloserelationshipbetweenthe
losssufferedandtheriskinsured,thecompensationwillnotbepaidifthecauseoflossbearsno
relationshipstotheinsurerisk.

III. Indemnitytheinsuredcanonlybecompensatedforactuallosssuffered.Indemnityisnotaimedatbenefiting
theinsuredbutreturninghim tothefinancialpositionhewasbeforeoccurrenceoftheinsuredrisk.

IV. Insurableinterest:Theinsuredmusttendtolosefinanciallyinthehappeningoftherisk.Onecannotinsure
propertyorlifeforwhichhewillnotsufferfinanciallossincasetheinsuredriskoccurs.

V. Utmostgoodfaith:Obligationtoboththeinsurertodiscloseallrelevantmaterialfactsrelatingtothe
insurancecontract.Failuretodisplayutmostgoodfaithmayleadtotheinsurancepolicybecomingnulland
void.

VI. Contribution,Incaseoneinsureswithtwoormoreinsurancecompaniestocoverthesameriskthedifferent
insurancecompanieswillshareproportionallywhenitcomestocompensatingtheinsuredforthelossarising
from theoccurrenceoftherisk.

VII. Incaseoflifeassurancespolicies,eachinsurancecompanywillcompensatetheinsuredasperitscontract
withhim orher.Theinsuredisnotsupposedtobenefitfrom doubleinsurance.

b)Withtheaidofadiagram,explaintheeffectofanincreaseinthesupplyofacommoditywhileitsdemandremains
constant.
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Explanation
i)Withincreaseinsupply/quantity(excess/surplus)quantityiscreatedinthemarket
ii)Theexcess/surplusquantitypushesthepricedownfrom P1toPoandquantityfrom QotoQ1
1Mkeachfortheexplanation

3a)OriginalBooksofEntry
PurchasesJournal

Date Details InvoiceNumber Folio Amount
March1

11
18
18

Kawe
Kamakia
Mambo
Chuma
Jama
Sama

26,200
15,600
33,360
33,840
21,210
53,850

Totalcreditpurchasespostedto
purchasesA/c.

184,060

PurchasesReturnsJournal
Date Details InvoiceNumber Folio Amount

March6
6

Kamakia
Mambo

2,400
4,160

Totalpostedtopurchases
returnsA/c.

6,560

SalesJournal
Date Details InvoiceNumber Folio Amount

March2
2
2
9
9

26
26
26

FumaRetailers
TitoGrocers
WambaTraders
Tamu
Patu
Kamanja
Orengo
Wamatraders

37,200
25,500
16,250
5,500

18,200
16,600
19,260
15,200

Totalcreditsalespostedtosales
A/c.

153,710

SalesReturnsJournal
Date Details InvoiceNumber Folio Amount

March15
15

Tamu
Fuma
Patu

1,500
1,820
2,600

TotalpostedtoSalesreturns. 5,920

b.)Fivewaysacountrymayusetorestrictforeigntrade.
-imposeorincreaseimportduty
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-imposequotasonimports/setlimitsonquantityimported
-startimportsubstituteindustriestoproducegoodsinitiallyimported.
-subsidiselocalmanufacturerstomakelocallyproducedgoodscheaper/affordable.
-Banproductsthatarelocallyavailable
-MoralpersuasiontoKenyanstobuylocallyproducedgoods“buyKenyanbuildKenya”.

4a)Explain5benefitsofprizewinningcompetitioninproductpromotion.(10mks)
I. Itisacheapmethodofpromotingsalesascustomersfinanceithencemanytraderscanaffordtouseit

II. Thetradercanpostponethedateofthedrawtoallowmoresales
III. Itattractsmanycustomershencemoresales
IV. Ithelpstoretaincustomersduetoorganizationofcompetitioncontinuously
V. Atradercanuseittoexpandhismarketbyuseofmanycompetitions

VI. Customersbecomeloyaltoagivenproductiftheyhavewontheprize
VII. Atradercanuseittosellmoregoodsasmanycustomersbuytheproductshopingtowinaprize

VIII. Ithelpstoimprovetheimageofafirm ifitisabletogiveoutprizesasperthecompetition.
b.)Fivechallengesassociatedwithoverpopulation.
-Insufficientfoodsupply
-Increaseincrimerates
-Environmentaldegradation
-Lowqualityofservicessuchaseducation,housingandhealthbecausedemandismorethanwhattheresourcescan
copewith.
-Declineinstandardsofliving
-Mayleadtobalanceofpaymentdeficitasthecountrymayimportmorethanrequired.
-Highdependencylevelstrainingthosewhoareemployed.
-Encouragesrural-urbanmigrationwhichmayleadtosocialevilsanddevelopmentofslums
5a)Bussytraders

tradingandprofitandlossaccount
fortheyearended30thjune2018.

openingstock 80000 Sales 1164000
addpurchases 698000 lessreturninward 44000
addcarriageinwards 20000 Netsales 1120000

798000
lessreturnoutwards 38000
GAFS 760000
lessclosingstock 160000
COGS 600000
Grossprofitc/d 520000

1120000 1120000
otherexpenses;
discountallowed 50000 Grossprofitb/d 520000
Baddebts 40000 adddiscountreceived 72000

interestonloan 96000 addrentincome 48000
Netprofit 454000

640000 640000
Balancesheetasat30thJune2018
F/asset
motorvehicle 1200000 Capital 1630000
Furnitureandfittings 1090000 Addnetprofit 454000

2290000 2084000
C/asset Lessdrawings 60000
stock 160000 Netcapital c/d 2024000
Debtors 102000 Bankloan 760000
Cash 356000 Creditors 124000

2908000 2908000
Totalmarks=12marks

b.)Reasonsthataccountsfortheincreasingpopularityofselfservicesystem intheexchangeofgoodsandservices.
-morecustomersareservedwithinashortertime
-requiresfewersalesstaffs-hencelessoverheadscostsonworkers
-duetolessoverheads,goodscanbeofferedatcheaperprices
-managementofasmallnumberofstaffsislesscomplex
-manyshoppershavelimitedtimeandwishtodotheirshoppingwithoutinterference
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6a.)FivemeasuresthattheKenyagovernmenthasusedtoensureestablishmentofindustriesinthecounties.
-Encouragecountygovernmentstoofferlandatcheaperpricebysettingasideanareaintendedforindustrial
development.
-Taxconcessions:thegovernmentofferstaxholidaysandtaxrebatestolowercostofproductionthe
-provisionofinfrastracture;thegovernmentmayprovidefacilitieslikeroads,electricity,power,waterandsanitationto
facilitatetheoperationsofindustriesinthecounties√
-Legalframework;thegovernmentmayputinplacelegalsystemsthatwouldfacilitatesmoothoperationsof
industriescountrywide
-Developmentoftraininginstitutionsindifferentcounties.
-Facilitatingdevolutionconferencesheldindifferentcountiesyearlywhereparticipantsexchangeideason
performanceofindustriesindifferentcounties
b).HigherNationalIncomesmaynotnecessarilymeanbetterwelfareforthecitizenofthatcountry,Givefourreasons:

I. TheIncomedistributioncouldbeunevenlydistributed.
II. Incorrectstatisticsmighthavebeenused.

III. Higherincomesmighthavecostthelabourforceleisuretimeorevenworkingindifficultcircumstances.
IV. Theincomemighthaverealizedthroughactivitiesthatweredetrimentaltoworkershealth.
V. Itisgenerallydifficulttomeasurewelfare.

VI. Thegovernmentmightimposehightaxeswhichenduperodingpurchasingpower.
VII. Itdoesnottakeintoaccounthowthatincomewasmadee.gillegally.

VIII. TheeffectofinflationmaynotbeshownintheNationalincomestatisticswhichwillaffectcitizens
purchasingpowerhencepower.

IX. Thewaythatincomeisspentmaynotnecessarilytranslateintobetterwelfareofindividualorsociety.E.g
moneyspentondrunkenness.

EMBUNORTHSUB-COUNTY
BUSINESSSTUDIESPAPER1
JULY/AUGUST2018
FORM 4
TIME:2HRS

1.Statewhetherthefollowingrepresentinjectionintoorleakagesfrom thecircularflowofincome.
(4mks)

Item Injection/leakages
a) Savings
b) Taxes
c) Governmentexpenditure
d) Investment

2.Outlinefourmacroenvironmentalfactorsofabusinessthatcanleadtoitssuccess.
(4mks)

3.Statefourfunctionsofmoney. (4mks)

4.Namethefactorofproductionthateachofthefollowingresourcerelateto
(4mks)

Resource Factorofproduction
a) Manager
b) Equipment
c) Farmer
d) River

5.Listfouressentialservicesprovidedbythecountygovernmentstothepublic.
(4mks)

6.Outlinefourfactorstobeconsideredwhenchoosingameansofreproducingdocumentsinanoffice.
(4mks)

7.Outlinefouradvantagesofaftersaleservicesasamethodofsalespromotiontoacustomer.
4mks

8.Outlinefourbenefitsofthenewlyconstructedstandardguagerailwayline.
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(4mks)

9.Inthespacesprovided,indicatetheaccounttobedebitedandtobecreditedinthefollowingtransactions.
(4mks)

Transaction A/CDEBITED A/CCREDITED
a Boughtmachineincash
b Startedbusinesswithsh.30,000incash
c Tooksh.20,000cashfrom businessforpersonal

use
d CreditsalesofoldmachinetoKamau

10.Thefollowingbalanceswereextractedfrom thebooksofkumikumitraderson31dec.2017.
Grossprofit ksh.80,000
Rent 8,000
Discountreceived 2,000
Salaries 10,000
Discountallowed 5,000
Commissionreceived 3,000
Maintenanceexpense 9,000
Debtors 10,000
Creditors 12,000
Required:preparekumikumitradersprofitandlossaccountfortheyearended31Dec2017.

(4mks)
11. Highlightfourcircumstancesunderwhichgoodscanbedelayedinabondedwarehouse.

(4mks)

12. Statefourcausesofcost-pushinflation.
(4mks)

13. Highlightfourfactorsthatcancauseafirm todevelopintoamonopoly.
(4mks)

14. On3rdFeb2016Jomoboughtgoodsworthksh.12000.Termsofpaymentwere,tradediscount5%andcash
discount10%if paymentismadewithin30days.IfJomopaidon26thFeb2016determinetheamounthepaid.

(4mks)

15. Inthespacesprovidedbelowindicatewithatickwhethereachofthefollowingstatementsrelatesto
preferenceorordinary shares.

(3mks)

Statement Preference Ordinary
a Representrealownersofacompany
b Rateofdividendisfixed.
c Hasvotingrights
d Redeemable
e Maybecummulative
f Consideredlastinliquidation

16.HighlightfourwaysinwhichthegovernmentcanusetoinfluencethesupplyofmaizeinKenya.
(4mks)

17.Highlightfourpurposesofpublicfinance (4mks)

18.Statethetypeofinsurancepolicydescribedbythefollowingstatements.
(4mks)

Statement Typeofpolicy
a) Coverlossescausedbyemployees
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dishonesty/fraud
b) Protectsemployeesagainstinjuries

whileatwork.
c) Coverdamageonmotorvehicle,other

peopleandpropertycausedbythe
vehicle.

d) Coverclaimsbythemembersof
publicagainstabusiness

19.Indicatewhethereachofthefollowingbusinesstransactionwillincrease,decreaseornoeffectonbalancesheet
totals.

Transaction Effect
i) Buyingstockincash
ii) Buyingstockoncredit
iii) Withdrawingcashfrom bankfor

personaluse
iii) Receivedcashfrom adebtor

20.OutlinefourproblemsKenyawouldsufferifshedoesnotparticipateinforeigntrade. 4mks

21.Thefollowingbalanceswereextractedfrom thebooksofJumatradersfortheyearended31.12.2016.

Capital 800,000

Machines 600,000

Fixturesandfittings 200000

Netprofit 100,000

Additionalcapital 50,000

Drawings 20,000

Debtors 50,000

Cash 100,000

Stock 50,000

Creditors 70,000

Required:prepareJumatradersbalancesheetasat31.12.2016.
(5mks)

22. HighlightfourmeasurestakenbythegovernmenttoencourageentrepreneurialpracticesinKenyatoday.
(4mks)

23. Outlinefourfeaturesofthebasichumanwants.
(4mks

24. Outlinefourcircumstancesunderwhichsignsandgesturescanbeusedincommunication.
(4mks)

25. Highlightfourfactorsthatdeterminepopulationsfertilityrateinacountry.
(4mks)
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EMBUNORTHSUB-COUNTY
565/2:BUSINESSSTUDEISPAPER2
JULY/AUGUST2018:FORM FOUR
TIME:2½HOURS

1.a)ExplainfivetypesofwholesalersfoundinKenya. (10mks)
b)Explainfivecriteriathatisusedtodeterminethesizeofafirm.
(10mks)

2.a)ExplainfivewaysthroughwhichthecentralbankofKenyacancontrolthesupplyofmoneyinthecountry.
(10mks)
b)Explainfivelimitationsofusingradioasameansofadvertising.
(10mks)

3.a)Explainfivetypesofunemployment. (10
mks)
b)MusatradershadthefollowingtransactionsduringthemonthofApril2016.
April2:soldgoodsoncredittoMarysh.1800

3:Soldgoodsworthsh.45,000toNjauoncredit
5:Boughtstockoncreditworthsh.7600from Kima
6:SoldstocktoMagioncreditatsh.3000
8:soldanoldmachineryoncredittoHerish.20,000

10:Boughtgoodsworthsh.2400oncreditfrom Ciku.
15:Boughtstockworthsh.180,000oncreditfrom Meja
20:Boughtavanworthsh.250,000oncreditfrom Garimotors.

Required:recordtheabovetransactionsintherelevantjournals.
(10mks)

4.a)Explainfivedifferencesbetweenpubliclimitedcompanyandpartnershipformsofbusinessunits.
(10mks)
b)SharksandShujaaareimportersofvehiclesfrom Japan.Explainfivetermsofsalethatmaybequotedbythe
exportersofthevehicles.
(10mks)

5.a)Withanaidofawelllabeleddiagram explaintheeffectontheequilibrium priceandequilibrium quantitywhenthe
supplyofvehiclesincreasesinthemarket.
(10mks)
b)Explainfiveprinciplesofinsurance. (10mks)

6.a)Explainfourmeasuresthatshouldbetakentoensurethatofficemachinesareingoodworkingconditionallthe
times.

(8mks)
b)ThefollowinginformationrelatestoKewaenterprises.

Stock (1.1.2016) 430,000
Stock(31.12.2016) 470,000
Purchases 930,000
Sales 1,155,000
Carriageoutwards 25,000
Carriageinwards 10,000
Returnsoutwards 20,000
Returnsinwards 30,000
Generalexpenses 100,000
Insurance 25,000
Required
Calculate

a) Netsales (2mks)
b) Rateofstockturnover (2mks)
c) Grossprofit (2mks)
d) Mark–up (2mks)
e) Margin (2mks)
f) Netprofit (2mks)
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EMBUNORTHSUB-COUNTY
565/1BUSINESSSTUDIESPAPER1
MARKINGSCHEME

1.Leakagesandinfections

Savings Leakages
Taxes Leakages
Governmentexpenditure Injections
Investments Injections

2.Macroenvironmentsofabusiness,thatcanleadtoitssuccess.

- favourableeconomicclimate

- Favourablepoliticalclimate/peaceinthecountry

- Increaseinpopulation

- Progressiveculturalvaluesandnorms

- Faircompetition

- Advancementintechnology

- Unbiasedpublicseg.Media,lobbygroups

- Competentdistribution

- Effectivesuppliers

- Faithful/loyalcustomers

3.Functionsofmoney
- Measureofvalue
- Medium ofexchange
- Storeofvalue
- Unitofaccount
- Transferofimmovableitems
- Standardmeasureofvalue
4.

Resource Factorofproduction
Manager Labour
Equipments Capital
Farmer Entrepreneurship
River land

5.Essentialservicesbycountygovernmenttothepublic.
- waterandsewage
- Communication
- Firefightingandrescue
- Education
- Health
- Transport
- Housing
6.Factorsinfluencingchoiceofmethodforreproductionofdocumentsinanoffice.

- Impressiondesired

- Natureofdocumenttobereproduced

- Numberofcopiesrequired/needed
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- Thequalityrequired

- Costofreproduction

- Availabilityofthemeans

7.Advantagesofaftersaleservicestoconsumers.

- Receivestechnicaladviceonusage

- Maybeassistedoninstallationatnocost/subsidised

- Guarantee/warrantyisgivenforaperiod

- Consumermayobtainservicingforsometimeatalowercost.

- Transportationoftheproductmaybeofferedatsubsidizedcost.

8.BenefitsofSGRtotheeconomy

- Moreemploymentopportunities

- Fastermovementofgoods/people

- Generateincometothegovernment

- Growthoftourism industry

- Reductionofcongestiononroads

- Reductionofdamageonroadbytrucks

- OpenupareasalongtheSGRtogrowth.

9.
Transaction A/cdebited a/ccredited
a) Machine Cash
b) Cash Capital
c) Capital/drawing Cash
d) Kamau Machine

10.

KUMIKUMITRADERS
PROFITANDLOSSACCOUNT

FORTHEYEARENDED31STDEC.2017
Expenses Grossprofitb/d 80,000√
Rent 8,000√ Discountreceived 2,000√
Salaries 10,000√ Commissionreceived 3,000√
Discountallowed 5,000√
Maintenanceexpense 9,000√
Addnetprofitc/d 53,000√

85,000 85,000
Netprofitc/d 53,000

(8x1/2=4mks)
11. Circumstancesunderwhichgoodscanbedelayedinaboundedwarehouse.

- Whendutyisnotpaid

- Whentheimporterisstilllookingformarket

- Whentheimporterisnotawareofthearrivalofgoods



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|71

- Incaseoflongprocedureinvolvedinrelease

- Incaseofinterventionfrom thegovernment.

12. Causesofcost-pushinflation

- Riseinwagesandsalaries

- Increaseintaxes

- Increaseinprofitmargins

- Increaseincostofinputsotherthanlabour

- Reductioninsubsidies

13. Sourcesofmonopolypower.

- Limitednatureofthemarketbestservedbythefirm

- Controlofanimportantinputinproductionpatentright.

- Extensiveeconomiesofscale

- Highcosttobebornbynewentrantintothemarket

- Governmentpolicy

14. Determinationoftheamounttobepaid
Invoiced 1200

Tradediscount =600

12000–600=11400

Cashdiscount =1140

AmountpaidbyJomo11400–1140=10260
15.

Statement Preference Ordinary
a) Representsrealownersofacompany √
b) Rateofdividendsisfixed √
c) Hasvotingrights √
d) Redeemable √
e) Maybecumulative √
f) Consideredlastliquidation √

(6x1/2=3mks)
16. Governmentpolicythatinfluencesupplyonmaize.

- Pricecontrol

- Taxation

- Subsidies

- Quotas

- Legislation

17. Purposeofpublicfinance

- Toprovideessentialgoodsandservices

- Tocontrolconsumptionofcertainproducts

- Redistributionofwealth
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- Topromotebalancedregionaldevelopment

- Toraisegovernmentrevenue

- Tocontrolbalanceofpaymentdeficit

- Toencourageconsumptionofcertainproducts

18.
Circumstances Typeofpolicy

i) Lossesbyemployeesnegligence Fidelityguarantee
ii) Protectemployeesinjuriesatwork Workmancompensation
iii) Coverdamageonmotorvehicle,otherpeopleandproperty

causedbythemotorvehicle
Comprehensivemotorvehicle

policy
iv) Coverclaimsbypublicagainstabusiness Publicliability

19. Indicatewhethereachofthefollowingbusinesstransactionwill‘increase’‘decrease’atnoeffectinthe
balancesheettotals.

Transaction Effects
i) Buyingstockincash Noeffect
ii) Buyingstockoncredit Increase
iii) Withdrawingcashfrom bankforpersonaluse decrease
iv) Receivedcashfrom adebtor Noeffect

20. OutlinefourproblemsKenyawouldsufferifshedoesnotparticipateinforeigntrade.
(4mks)

- UnabletogetgoodsnotproducedinKenya

- Lessvarietyofgoodstoconsumers

- UnabletodisposedexcessproduceinKenya

- Reducejobopportunities

- Lowqualityproductsasaresultoflackofforeigncompetition.

- Noforeignexchangeearned

- Lackofspecialization

- NarrowmarketforKenyanproduce

21.

JUMATRADERS
BALANCESHEET
ASAT31.12.2016

MACHINES 600,000√ CAPITAL 800,000√
FIXTURES 200,000√ NETPROFIT 100,000√
DEBTORS 50,000√ ADDITIONALCAPITAL 50,000√
CASH 100,000√ DRAWINGS 20,000√
STOCK 50,000√ 930,000

CREDITORS 70,000√
1,000,000 1,000,000

10x½=5mks
22. Measurestoencourageentrepreneurshippractices
- provisionofcheaploanseg.Uwezofunds
- Shorttimerecordinregisteringabusiness
- Improvementofinfrastructureeg.Roadsandpowersupply
- Provisionofsecurity
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- Governmentisamajorconsumeroflocalproductshenceprovidingareadymarket.
- Ensuringthatentrepreneurshipistaughtinschools
- Lowtaxation
- Increaseinsubsidies
23. Featuresofbasichumanwants
- Cannotbepostponed
- Arefeltneeds
- Satisfiedbeforesecondarywants
- Onecannotdowithoutthem
24. Circumstancesforuseofsignsandgesturesincommunication.
- Wherethereislanguagebarrier
- Wheregivingdirections
- Wherethereisalotofnoise
- Ifbothoronepartyisdump/deaf
- Whereapointneedstobeclarified
- Whencommunicatingasecretmessage
25. Determinantsofpopulationsfertilityrateinacountry.
- culturalbeliefsconcerningfamilysize
- Ageandsexstructureofthepopulation
- Incidenceofbareness
- Social/culturalattitudestowardschildbearingbeforemarriage
- Socialsignificanceofchildrentoparents
- Ignoranceaboutdangersoflargefamilysize
- Governmentpoliciesthatfavorlargefamilies
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EMBUNORTHSUB-COUNTY
BUSSINESSSTUDIES
565/2
MARKINGSCHEME

1. a)TypesofwholesalersfoundinKenya.
Generalmerchandise

- Thesewholesalersstockvarietyofgoodssuchasfoodstuffs,clothesandhardwareinoneshop.
Generallinewholesalers

- Thesedealinmanyproductsofgoodsofonelineeg.Foodstuffs
Specializedwholesalers

- Thesewholesalersspecializeinsellingonlyonetypeofaproductinaparticularline
Regionalwholesalers

- Theysupplygoodstotradersinagivenregiononlyeg.County
Nationalwholesalers

- Thesearewholesalerswhosupplytheirgoodstoallpartsoftheeconomy
Mobilewholesalers

- Theyusevehiclestomovefrom placetoplacesellingtheirwares
Cashandcarry

- Theysellgoodsonaself-servicebasis
Dropshippers

- Theyoperatefrom anofficewheretheymakeordersforgoodsfrom themanufacturer
Rackjobbers

- Theydealinspecialcategoryofgoodswhichtheyselltootherwholesalers
Appointeddistributors

- Thesearewholesalerswhoareappointedbymanufacturestodistributetheirproductsegcocacola.
b)Criteriafordeterminingthesizeofafirm.

Numberofemployees.Usuallylargescalefirm havelargenumbersofemployeesbutsmallscalefirmshavefew
numberofemployees
Volumeofoutput:thelargerthevolumeofoutput,thelargeristhescaleofthefirm andsmallscalefirm havelittle
volumeofoutput.
Floorareacoveredbypremises.Thisisproportionaltothesizeofafirm wherelargefirmsoccupylargeareasand
smallfirmshavesmallerpremises.
Capitalinvested:thisisproportionaltothesizeofthefirm usually,largefirmshavehugecapitalinvestmentsas
comparedtosmallfirms
Productionmethods:largefirm havethetendencytobehighlymechanizedinproductionunlikesmallfirmsthatrely
onlabourintensiveandpoortechnology
Marketserved:Thisisproportionaltothesizeofafirm.Largefirm havewidermarkets(geographicallyand
numerically)asopposedtosmallfirmswhichservelimitedareasandclientele.
Salesvolume:Thisisproportionaltothesizeofthefirm.Largefirmsusuallyhavelargesalesvolumeswhilesmall
firmshavelittlesalesvolumes.

2.a)FivewaysinwhichcentralbankofKenyacontrolthesupplyofmoneyintheeconomy.
- Openmarketoperation:Thecentralbanksellssecuritytoreducemoneysupplyandbuysecuritytoincrease

moneysupply.
- Compulsorydepositrequirement:byincreasingthecompulsorydepositpercentagetoreducemoneysupplyor

reducecompulsorydepositpercentagetoincreasemoneysupply.
- Settingofliquidityratios:Byincreasingtheliquidityratiotoreducemoneysupplyorreducingtheratioto

increasemoneysupply.
- Selectivecreditcontrol:Thecentralbanksgiveinstructiontocommercialbanksonthesectortheyshouldgive

credit.
- Regulationofbankrates:Byeitherincreasingordecreasingtheirinterestrateonloanstocommercialbanksit

inducesasimilarreactiononlendingbycommercialbankstoeitherencourageordiscouragecreditcreation.
- MoralPersuation:Thecentralbankappealstocommercialbanktoeitherexpandacontractcreditactivities

b)Limitationsofradioasmeansofadvertising.
i) Expensivetohire:Radioadvertsareexpensiveascomparedtoposter.
ii)Poortimingmaycausethemessagenottoreachthetargetgroup.
iii)Commercialbreaksduringcertainprogrammesareannuisancetolistenerswhomayswitchovertoanother

stationinprotest,hencenotgettingtheintendedmessage.
iv)Radiobroadcastmaybeinterruptedbypoororadverseweatherconditions.
v)Themessagecannotbekeptforfuturereferenceasrarelytolistenersrecordradioadvertswherepossible.
vi)Somelistenersareonlypassivelistenershencenotabletogettheadvertmessage.

radiomessagesarenoteasilyunderstandablesincetheylackthevisualizationessence unlikeaT.V.
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3.a)Typesofunemployment
i) Frictionalunemployment:Thisunemploymentwhichoccurwhenpeoplelosejobandgolookingfornewones
ii) Seasonalunemployment:Thisiscausedbyseasonalvariationie.Peak(highlabourdemand)offpeak(declinein

labourdemand)
iii)Structuralunemployment:Thisoccurwhendemandforlabourdeclineduetochangeinproduction

method/decreaseinsupplyofgoodandservices.
iv)Disguised/hiddenunemployment:Thisoccurswhenthenumberofpeopleemployedexceedsthosethatare

required.
v)Involuntary/openunemployment:Thisoccurswhenpeopleareactivelylookingforjobsattheexistingratebut

cannotgetthem.
vi)(casualunemployment:Thisisunemploymentthataffectscertainoccupationswherethedemandforlabouris

oncausalbasiseg.Constructionindustries.
vii)Cyclicalunemployment:Thisoccursrepeatedlyatsimilartimesie.Cyclesofeconomicalactivitiesalternatively

from boom torecession.
viii)Realwage/voluntaryunemployment:Thisoccurswhenbusinessarenotreadytoemploypeopleatthe

prevailingratesandworkersarenotwillingtotakealowerwagerates.
ix)Residueunemployment–Thisisunemploymentthataffectpeoplewhoarephysicallyormentallychallenged.

b)
Scalesjournal

Date Details InvoiceNo. L.F Amount

2016

April2 Mary 1800√

3 Njau 45000√

6 Magi 75000√

Purchasesjournal
Date Details InvoiceNo. L.f Amount
2016
April5 Kima 7,600√

10 Ciku 2,400√
15 Meja 180,000√

GeneralJournal
Date Details l.f Debit Credit
2016
April8

Heri 20,000√

8 Machinery
(TorecordsaleofmachineryoncredittoHeri)

20,000√

20 Van 250,000√
Garimotors

(torecordpurchaseofvanoncreditform gali
motors

250,000√

10x1-10mks)
4.a)Differencebetweenpubliclimitedcompanyandpartnership.

Publiclimitedcompany Partnership

i) Minimum numberofmembers7andno
maximum.

Minimum istwoandamaximum 20and50
forprofessionalpartnership.

ii) Liabilityislimitedtonumberofsharesofa
share-holder

Forlimitedpartnershipliabilitytoones
contribution,generalpartnerhavenolimited
liability.

iii) Raisecapitalthroughsellingofshare Raisecapitalthroughcontributionby
members

iv) Managedbytheelected Managedbypartnersthemselves
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v) Enjoycontinuouslife/notaffectedbydeath
ofamember.

Death/bankruptcy/insanityofamember
leadtodissolution.

vi) Haslegalentityseparatefrom members Partnershipandmembersareseenasone.

b)Termsofsalethatmaybequoted
-Loco/ex-works/ex-factory/ex-warehouse
Thepriceofgoodsquotedincludesthecostofthegoodsastheyareatthesellerspremises/factory/warehouse.
Freeonrail
Pricequotedincludestheexpensesofmovingthegoodsuptotheexportersnearestrailwaystation.
Delivereddock
Pricequotedincludestheexpensesoftakingthegoodstothenearestdocksattheportofembankment.
Freealongsideship
Pricequotedincludesallexpensesuptowhenthegoodsareloadedtotheship
Costinsuranceandfreight(C.I.F)
Priceincludeallexpensesoftransportingthegoodsuptotheimportersportplusinsuranceforgoodsuptothe
importersportplusinsuranceforgoodsuptotheimportersportofentry.
Landed
Pricequotedincludesallthecostsuptowhenthegoodsareoffloadedfrom theshipattheimportersportofentry.
Inbond
Pricequotedincludesallexpensesincurredbytheexporteruptothebondedwarehouse
Franco
Pricequotedincludesallexpensesoftakingthegoodsuptotheimporterspremises.

5.a)
Increaseinsupplyofvehiclescausessupplycurvetoshifttotherightfrom SoSotoS1S1.
Newequilibrium pointE1from Eowillberealizedthusanewequilibrium priceEP1from EPo(decreaseinprice)
Newequilibrium quantitywillberealizedfrom EQotoEQ1(increaseisquantitysupplied)

(10x1)
b)Principlesofinsurance

-Insurableinterest–Apersoncanonlyinsurelifeorpropertywhichwouldresulttofinanciallossoftheinsuredin
casetheriskhappens.

-Utmostgoodfaith–theinsuredissupposedtodiscloseallimportantfactsaboutthelifeorpropertytobeinsured
totheinsurancecompany.

-Subrogation–intheeventofariskoccurringandfullcompensationisdone,ifthereisanyremainoftheproperty
istakenbytheinsurancecompany.

-Indemnity–theprincipleaimsatbringingtheinsuredbacktothefinancialpositionhewasbeforetheloss
occurred.

-Doctrineofproximateclause–theremustbeverycloserelationshipbetweenthecauseofthelossandtherisk
insured.

-Contribution:-incaseoneinsurewithmorethanoneinsurancecompaniesthecompanieswillshare
proportionatelywhenitcomestocompensatingtheinsuredforthelossarisingfrom occurrenceoftherisk.This
doesnothappentolifeassurance.

6.a)Measurestoputinplacesothatofficemachinesremainingoodworkingcondition.
-Machinesshouldbecoveredatalltimeswhilenotinusetopreventaccumulationofdust.
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-Machineshouldbewipedregularlytoremoveanydust.
-Powertothemachinesshouldbeswitchedoffwheneverthemachinesarenotinused
-Machinesshouldberegularlyserviced.
-Machinesshouldberepairedbyaqualifiedpersonnel.
-Thereshouldbeminimalmovementsofmachinesfrom oneplacetoanother.
-Machinesshouldbeassignedtoaparticularpersontobeincharge.

b)i)Netsales=sales-returnsinwards
1,155,000–30,000√
=sh.1,125,000√

ii)Rateofstockturnover=

=

=

=1.955 times
2(times)accept

i) Grossprofit=sales–costofsales

1,125,000–880,000

=Ksh.245,000

ii) Mark-up =245,000x100%

880,000

=49
176or27.84%=28%√

iii)Margin=g.profit=245,000x100%√
Sales 1,125,000

49 or21.77or22%√
225

iv)Netprofit=g.profit–allexpenses
245,000–(100,000+25,000+25,000)√
245,000-150,000=95,000√
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NYERICENTRALSUB-COUNTY
BUSINESSSTUDIESFORM 4
PAPER1
TIME2HOURS
ANSWERANYFIVEQUESTIONS

1. Listfouritemscommoninpartnershipagreement.
(4mks)
2. Statefourbenefitsthatmayaccruetoabusinessfrom politicalstabilityincountry.
(4mks)
3. DukatradershadgoodworthKsh.150,000whichwasinsuredforKsh.1,000,000againsttheriskoffire.Fire

occurredandthegoodswerepartiallydestroyed,thelossbeingKsh.90,000.Calculatehowmuch
compensationwaspaidbytheinsurancecompanytoDukatrader.

(4mks)
4. HighlightfourbenefitsKenyanislikelytogetfrom exploitationofoilrecentlydiscoveredinTurkanaarea.
5. Givefourdifferencesbetweenabillofexchangeandapromissorynote. (4mks)
6. Highlightfourmeasuresaconsumermaytaketosatisfyunlimitedwants.
(4mks)
7. ThefollowinginformationrelatestoBahatiNzuritradersfortheyearended31/12/2010.

Details Ksh.
Capital31/12/2010 450,000
Additionalinvestment 70,000
Cashdrawings 30,000
Drawingsofstock 15,000
Netloss 100,000

Required
CalculatethecapitalofBahatiNzuritradersasat1/1/2010.

(4mks)
8. Highlightfourwaysinwhichgoodsarepreparedforsaleinawarehouse. (4mks)
9. Statefourfunctionsofadvertisingagenciesinourcountry.
(4mks)
10. Statethetypeoferrorcommittedineachofthefollowingentries.
(4mks)

Entry Typesoferror
(i)Creditpurchaseofsh.2600from TotoTraderwasrecordedas
sh.6,200inboththepurchaseandTotoTradersaccount
(ii)SaleoffurnitureoncredittoWanjruforsh.6,000wasdebitedto
Wanjikusaccount
(iii)Salesbookwasundercastbysh.210whilepurchasebookwasalso
undercastbysh.210
Iv Repairsonmachineryforsh.3,400wasdebitedin machinery
accountassh.3,400

11. Highlightfourreasonswhyacountrywouldliketoknowthestructureofitspopulation.
(4mks)

12. Theinformationbelowwasextractedfrom thebooksofLemayianTradersfortheyearended31/12/2015.
Shs.

Openingstock 45,000
Closingstock 15,000
Turnover 340,000
Margin 25%
Required:

(i) Grossprofit (2mks)
(ii) Purchases (2mks)

13. Statefourreasonsthatmakeitdifficulttoattainperfectlycompetitiveconditionsinthemarket.
(4mks)

14. Statewhethereachofthefollowingtransactionswillincrease,decreaseorhavenoeffectonthebalance
sheettotals.
(4mks)
(a) Depositedprivatesavingsintobusiness
(b)Paidacreditorincash
(c) Withdrewmoneyfrom bankforbusinessuse
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(d)Purchasedamotorvanbycheque
15. Outlinefourfactorsthatdeterminethesupplyofmoneyinaneconomy.
(4mks)
16. OutlinefourreasonswhythegovernmentimposestaxesonKenyancitizens.
(4mks)
17. Foreachofthefollowingsourcedocuments,nametherelevantdaybook.
(4mks)

SOURCEDOCUMENT DAYBOOK
Invoiceissued
Creditnotreceived
Chequereceived
Invoicereceived

18. Statefourlimitationsoftheconsumerpriceindexmethodofmeasuringtherateofinflation.
(4mks)

19. Statefourtypesofinformationthatamanagermaycommunicatetothejuniors.
(4mks)

20. Givefourdisadvantagesofalongchainofdistributionofgoodstoabuyer.
(4mks)
21. Outlinefourcircumstancesinwhichthegovernmentmaybeinvolvedinbusiness.
(4mks)
22. Thecashbookbelowwasincorrectlyprepared

Date Particulars Cash Bank Date Particulars Cash Bank
2017 2017
June1 Balb/d 800 1,880 June2 Sales 2640
June3 Purchases 2520 June5 Wages 620
June4 Electricity 500 June9 Kiprono(creditor) 250
June7 Maitho(debtor) 400 June12 Rentsreceived 1,830
June12 Balc/d 1,590 June12 Balc/d 2,350

2890 4,800 2,890 4,800
June13 Balb/d 2,350 June13 Balbld 1590

Identifytransactionsthatwerewronglyenteredinthecashbook. (4mks)
23. Explainthefollowingtermsasusedinbusiness. (4mks)

(a) Cartel
(b) Amalgamation
(c) Privatization

24. Identifythetypeofgoodsdescribedbythefollowingstatementsgiveninthetable.
STATEMENT TYPEOFGOOD
(i)Usedtocrateothergoods
(ii)Requiredfurtherprocessinginordertohaveutility
(iii)governmentisobligatedtoprovidethem toher
citizen
(iv)Goodsthatareboughtmorefrequentlyby
consumerstosatisfycommonwants.

25.Thegraphbelowshowstherateofpopulationgrowthofagivencountry.

S

TR

Populati
on
growth
rate
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MentionfoureffectsofthetrendofpopulationgrowthbetweenSandT. (4mks)
Time
(years)
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NYERICENTRALSUB-COUNTY
BUSINESSSTUDIESFORM 4
PAPER2
TIME2HOURS
ANSWERANYFIVEQUESTIONS

1(a) Explainfivefactorsthatinsurancecompaniesconsiderindeterminingtheamountofpremium tochargeina
lifeassurancepolicy.
(10mks)

(b) ThefollowinginformationrelatestoBahatienterprises. (10mks)
Details Kshs.
Stock1stJanuary2012 430,000
Purchases 930,000
Sales 1,155,00
Carriageoutwards 25,000
Carriageinwards 10,000
Returnsoutwards 20,000
Returnsinwards 30,000
Generalexpenses 100,000
Insurance 25,000
Stock31stDecember2012 470,000

Calculate
(i) Turnover - (1mk)

(ii) Rateofstockturnover- (3mks)

(iii) Markup -
(2mks)

(iv) Margin - (2mks)

(v) Netprofit - (2mks)

2.(a) Highlightfivecircumstancesunderwhichanewlyestablishedfirm mayfinditnecessarytolocateitselfnear
wherewellestablishedfirmsarelocated.
(10mks)

(b) Explainfiveservicesofferedbythecentralbanktothegovernment.
(10mks)

3(a) Abdullahamanufacturerexhibitedhisgoodsinalocaltradersshow.Howeverhissalesdidnotincrease
significantlythereafter.Outlinefivereasonsthathaveledtolackofsignificantsalesincrease.
(10mks)

(b) Describefivemeansofpaymentthatatradermayusetosettlebusinessdebts.
(10mks)

4(a) Discussfivecircumstancesunderwhichmonopoliesarecreated.
(10mks)

(b) Explainfivewaysinwhichgovernmentexpenditurestabilizetheeconomyofacountry.
(10mks)

5(a) Discussfiveadvantagesoftraderestrictionstoacountry.
(10mks)

(b) TheeconomyofacountryXhasgrownattherateof10%perannum forthelasttwoyears.However,the
standardoflivingamongthecitizenhasnotchanged.Outlinefivereasonsthatmayhavecontributedtothis
trend.

6(a) Explainfivefactorsthatinfluencethechoiceofamethodofreproducingdocumentsinanoffice.
(10mks)

(b) ThefollowingtransactionsrelatetoPumuaWholesalersforthemonthofMarch2011.
March1: Boughtgoodsoncreditform Kawedistributorsshs.26,200,Kamakiash.15,600,mambo

shs.33,360
March2: SoldgoodsoncredittoFumaretailersshs37,200,Titogrocersshs.25,500andWamba

tradersshs.16,250.
March6: ReturnedgoodstoKamakiashs.2,400andMambo4,160.
March9 SoldgoodsoncredittoTamushs.5,500andPatushs18,200.
March11: Boughtgoodsoncreditfrom Chumashs.33,840.
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March15: GoodsreturnedbyTamush.1,500andFumaretailersshs.1820adPatush.2600.
March18: Boughgoodsoncreditfrom Jamashs.21,210andSamashs.53,850
March26: CreditsalestoKamanjashs.16,600Orengoshs.19,260andWamatradersshs.15,200
Required
Entertheabovetransactionintherespectivejournal.

(10mks)
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NYERICENTRALSUB-COUNTY
BUSINESSSTUDIESFORM 4
PAPER1
MARKINGSCHEME

1.Listfouritemscommoninpartnershipagreement.
 Nameofthepartnership

 Addressoftheheadoffice

 Locationandareaoftheoperationofthebusiness

 Theterm ofthepartnership

 Objectivesofthebusiness

 Capitalcontributedbyeachpartner

 Rateofinterestoncapital

 Drawingsofpartner’se.g.tothebusiness

 Proceduresofdissolvingthepartnerships

2.State4benefitsthatmayaccruetoabusinessfrom politicalstabilityincountry.
 Easytoobtaincapitalforexpansion

 Continuousproductionofactivities

 Availabilityofrawmaterials

 Easytoinvestanywhereintheircountry

 Lowcostofbusinessoperation

3.DukatradershadgoodworthKsh.150,000whichwasinsuredforKsh.1000,000againsttheriskoffire.Fire
occurredandthegoodswerepartiallydestroyed,thelossbeingKsh.90,000.Calculatehowmuch
compensationwaspaidbytheinsurancecompanytoDukatrader.

Compensation=xloss=x90,000x=60,000
4.BenefitsKenyanislikelytogetfrom exploitationofoilrecentlydiscoveredinTurkanaarea.

 Thecountywillearnandconserveforeignexchange

 Employmentopportunitieswillbecreated

 Thesupplyofoilinthecountrymaybestable

 Thepeoplewillenjoylowfuelprices

 Thegovernmentwillearnrevenuetheinfrastructureofsurroundingareasislikelytoimprove

 Theexploitationwillaccelerateeconomicactivitiesinthesurroundingareas/multipliereffect

5.Differencesbetweenabillofexchangeandapromissorynote.
Billofexchange Promissorynote
(i)drawnbythecreditor Drawnbydebtor
(ii)Demandsforpayment Promisespayment
(iii)mustbeacceptedbydebtor Doesn’tneedtobeaccepted
(iv)has3partiesi.e.drawer,draweeandpayee Has2partiesi.e.drawerandpayee
(v)canbeusedbothinlocalandforeighntrade Usedonlyinhometrade
(vi)arevarioustypesofbille.g.orderand
bearer

Onlyonetypeofpromissorynot

(vii)draweriscreditor,draweeisdebtor Draweranddraweeareoneperson
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6.Measuresaconsumermaytaketosatisfyunlimitedwants.
 Consumershouldconserveresources

 Aconsumershouldhaveopportunitycost

 Aconsumershouldhaveascaleofreference

 Aconsumershouldmakeachoice

7.ThefollowinginformationrelatestoBahatiNzuritradersfortheyearended31/12/2010.
Openingcapital+investment–loss–drawing=closingcapital
OP+70,000–100,000–(30,000+15,000)=450
OP+70,000–145,000=450,000
OP–75,000=450,000
Openingcapital=450,000+75,000=525,000

8.Waysinwhichgoodsarepreparedforsaleinawarehouse.
 Bybrandingwhichisgivingaproductanamebywhichitwillbesold

 Bypackagingwhichispackinggoodsinpackagesreadyforselling

 Throughsortingwhichisselectinggoodsaccordingtosizes,weightscoloursandqualities

 Byblendingwhichinvolvesmixingdifferentgradestoachievedesiredtastes,coloursorotherqualities

 Breakingbulkwhichisdividingacommodityintosmallerquantisesforconvenienceofthebuyer

 Bygradingwhichisputtinggoodsintogroupsofsimilarqualitiestomakeiteasiertopricethem.

9.Functionsofadvertisingagenciesinourcountry.
 Rapidpopulationgrowth

 Useofinappropriatetechnology

 Ruralurbanmigration

 Inappropriateeducationsystem

 Inadequateco-operantfactorinputs

 Seasonalityinnproduction

 Lackofproductmarket. Any4x1=4mks
10.Statethetypeoferrorcommittedineachofthefollowingentries.

Entry Typesoferror
(i)Creditpurchaseofsh.2600from TotoTraderwas
recordedassh.6,200inboththepurchaseandToto
Tradersaccount.

Erroroforiginalentry

(ii)SaleoffurnitureoncredittoWanjruforsh.6,000was
debitedtoWanjikusaccount.

Errorofcommission

(iii)Salesbookwasundercastbysh.210whilepurchase
bookwasalsoundercastbysh.210.

Compensatingerror

(iv)Repairsonmachineryforsh.3,400wasdebitedin
machineryaccountassh.3,400.

Errorofprinciple

11.Highlight4reasonswhyacountrywouldliketoknowthestructureofitspopulation.
 Inordertoknowthesizeofeconomicallyactiveportionofthepopulation

 Toenabletogovernmentplantforsocialamenitiesrequirese.g.schools,hospitals

 Toenablethegovernmentprovidebasicinfrastructuretotitspeople
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 Toenablethegovernmentplanforsecuritybydecongestingcongestedareaswhicharepronetoinsecurity.
12.Theinformationbelowwasextractedfrom thebooksofLemayianTradersfortheyearended31/12/2015

(i) Margin=Grossprofitx100sales
25=Gp
100 240,00
Gp=25x340,00100
Grossprofit=shs.85,000

(ii) Purchases
Gp = sales–CoGs
CoGs = sales–Gp

= 340,000–85,000
= 255,000

CoGs = Openingstock+purchases–closingstock
13.Reasonsthatmakeitdifficulttoattainperfectlycompetitiveconditionsinthemarket.

 Factorsofproductioncannotbeperfectlymobile

 Itisdifficulttoproducehomogenousproducts

 Buyersandsellerattainingperfectknowledgeisdifficultbecauseinformationdoesnotfreelyflowinreal
market

 Nobusinesscansexistwithoutincurringtransportcosts.

 Itisdifficulttohaveeithernoexcessdemandinthemarketatanytime.
14.Statewhethereachofthefollowingtransactionswillincrease,decreaseorhavenoeffectonthebalancesheet

totals.
(a) Depositedprivatesavingsintobusiness increase
(b) Paidacreditorincash decrease
(c) Withdrewmoneyfrom bankforbusinessuse noeffect
(d) Purchasedamotorvanbycheque noeffect

15.Factorsthatdeterminethesupplyofmoneyinaneconomy.
 Thecentralbank’smonetaryability.

 Thecommercialbanks’abilitytocreatecredit

 Thecentralbank’sabilitytocontrolcredit

 Thelevelofbalanceofpayments

 Theinterestratesintheeconomy.Thehighertheinterest,thelowerthemoneysupplyandviceversa.

 Thenationalbudge,whenthegovernmentexpenditureincreases,themoneysupplyincreasesaswellandvice
versa.

16.ReasonswhythegovernmentimposestaxesonKenyancitizens.
 Toraisegovernmentrevenue

 Redistributionofincome

 Promoteeconomicdevelopment

 Rectify/influenceprices

 Restrictimporttrade/correctbalanceofpaymentdisequilibrium

17.Foreachofthefollowingsourcedocuments,nametherelevantdaybook.
SOURCEDOCUMENT DAYBOOK
Invoiceissued Daybook
Creditnotreceived Purchasesreturns
Chequereceived Cashreceiptjournal
Invoicereceived Purchasesjournal

18.Limitationsoftheconsumerpriceindexmethodofmeasuringtherateofinflation.
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 Consumerstasteschangeovertimeandthismaynotbethereflectedinthebaskets

 Itisdifficulttogetaperiodwhenthepricesareallstablehenceatonetimesomepriceswillbechangeling

 Thebasketofcommoditiesselectedisonlyassumedtoberepresentative

 Thepricescollectedmaynotrepresentthegeneralpricelevelsaspricesdiffer.
19.Typesofinformationthatamanagermaycommunicatetothejuniors.

 Givinginstruction/direction/explainpoliciesoftheorgan

 Givingprocedurestobefollowedincarryingoutactivities

 Informationonperformanceofjuniorsevaluation

 Allocation/delegationofduties

 Motivating/inspiringjuniors

 Givingsolutiontojuniors

 Informationondiscipline

 Communicatinganychangeintheorganization

 Induction/orientationandtraining
20.Give4disadvantagesofalongchainofdistributionofgoodstoabuyer.

 Increasedprice

 Chancesofdamagetogoodsduetohandling

 Feedbacktothemanufacturer/producerisslow

 Perishablegoodswillgobad

 Likelihoodofdelayofgood.
21.Outline4circumstancesinwhichthegovernmentmaybeinvolvedinbusiness.

 Whenbusinessventurerequiresinvestmentoflargesumsofmoneywhichindividualentrepreneursmay
notprovide.

 Whenthegoodsorservicestobeprovidedareessentialtothewelfareofthecitizens

 Whenthereisneedtoprotectcitizensform exploitationbyprivateentrepreneurs

 Whenthegovernmentdesirestocreateemploymentforthecitizens

 Whenthegovernmentneedstogenerateincomethroughrevenuecollection

 Wherethereisneedtosafeguardnationalsecurity

 Whentheventureisstrategicbutprovideslowprofitshenceunattractivetoprivateinvestors.

 Wheretherearemonopoliesintheeconomy,thegovernmentgetsinvolvedinbusinesstoincrease
competition.

 Wherethereisneedtohavebalanceregionaldevelopment

 Ifthegovernmentwantstoreduceforeigndominanceintheeconomy
23.Explainthefollowingtermsasusedinbusiness.

 Cartel:Groupofrelatedcompaniesthatagreetoworktogetherinordertocontroloutput,pricesand
marketoftheirgoodsandservices.

 Amalgamation:Amalgamationwheretwoormorebusinessorganizationcombineandform onenew
business organization
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 Privatization

 Holdingcompany:Companythatacquires51%ormoresharesinoneormoreothercompanies.
24.Identifythetypeofgoodsdescribedbythefollowingstatementsgiveninthetable.

STATEMENT TYPEOFGOODS
(i)Usedtocrateothergoods Producergood/capital
(ii)Requiredfurtherprocessinginordertohaveutility Intermediategoods
(iii)governmentisobligatedtoprovidethem tohercitizen Public

goods/social/goods
(iv)Goodsthatareboughtmorefrequentlybyconsumerstosatisfy
commonwants.

Conveniencegood

25.MentionfoureffectsofthetrendofpopulationgrowthbetweenSandT.
 Reductionofgovernmentexpenditureonsocialservicessuchaseducationandhealth

 Attainmentofoptimum population

 Properutilizationoflandandothernaturalresources

 Reduceddependencyratio

 Reductionoflaboursupply

 Surplusgovernmentrevenue

 Increasedjobopportunities/reducedunemployment

 Increasedsavings,hencemoreinvestment

 IncreasedpercapitalincomeandBetterlivingstandards
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NYERISUB-COUNTY
BUSINESSSTUDIESFORM 4
PAPER2
MARKINGSCHEME

1(a) Factorsthatinsurancecompanyconsiderindeterminingtheamountofpremium tochargeinalifeassurance
policy.

- Healthstatusoftheassured:Thehealthierthepersonthelowerthepremium andviceversa

- occupationoftheassured: Themoreriskytheoccupation,higherthepremiumsandviceversa

- Theincomeftheassured: Thehighertheincomeoftheassured,thehigherthepremium
payableandvicevisa.

-Residentialplaceoftheinsured:Iftheresidentialplaceoftheinsuredispronetocrime/othersrisksthe
premium payableishigh.

- Frequencyoftheoccurrenceofthepreviouslosses:Themostrecurringlossesattracthigher
premiums.

(b)(i) Turnover=sales–ReturnsInwards=1,155,000–30,000=Ksh.1,125,000
(ii) Rateofstockturnover(ROSTO)

RODTO = Costofgoodssold
Averagestock

Costofgoodssold=0S+purch+C.Inw–R.Outw–closingstock
ROSTO = 430,000+930,000+10,000–20,000–470,000

430,000+470,000)÷2

= 880,000
450,000

= 1.96/1,955/2times

(iii) M.UP=GP=1,125,000–880,000
Cogs 880,000

= 245,000
880,000

= 49=27.84%/28%
(iv) Margin=GP=245,000=4921.77%/21.8%/22%

Alt.1
(v) Netprofit=G.P–Express=245,000– (25,000+100,000+25,000)

=95,000
Alt2

N.P =245,000–150,000
=95,000

2.(a) Circumstancesunderwhichanewlyestablishedfirm mayfinditnecessarytolocateitselfnearwherewell
establishedfirmsarelocated.
- Whenthereisneedtotaketheadvantagesofalreadyexperiencedlabourforceinthearea.

- Whenthereisneedtoenjoytheexistingserviceindustriesinordertoenhanceproduction.

- Whenthereisneedtocarryoutajointresearchwiththeirfirms

- Whenthereisneedtoenjoytheuseofgoodsprovidedbycomplimentaryfirmslocatedinthearea.

- Whenthereisneedtoenjoytheservicesalreadyexistingintheareawhichhavebeenavailedbywell
establishedfirms.

(b) Servicesofferedbythecentralbanktothegovernment.
- Receivingdeposits:CentralBanksreceivesmoneyofthegovernmentfrom varioussources.
- Lendingmoney: CentralBankadvancesmoneytothegovernmentwhenneedarises.
- Advisoryservices:CentralBankadvisesthegovernmentonfinancialMatters.
- Collectionofrevenue:CentralBankcollectsrevenueduetothegovernmentfrom differentsources.
- Makingpayments:CentralBankpayssalariesandloansonbehalfoftheGovernment.
- Itborrowsmoneyonbehalfofthegovernment.

3(a) Reasonsthathaveledtolackofsignificantsalesincreases.
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- Attendanceoftheexhibitionmighthavebeenlow.
- Peopleattendingexhibitionmayhavebeenimpressive.
- Pricingofgoodsmighthavebeenbeyondtherichofpotentialcustomers.
- Productmighthavenotbeenculturallyaccept
- Mighthavebeenothersimilargoods
- Termsofsalewerenotattractive
- Peopleattendingtheexhibitionwerenotconvinced.

(b) Meansofpaymentatraderusestosettlehisbebts.
- Cash: Whereatraderacceptsorusescurrencynotesandcoinsforpayment

- Billsofexchange:Whereatraderdiscountsorusesanacceptancebillofexchangetopay.

- Debtcards:Thatallowstraderstomakepaymentwithoutcarryingmoney.

- Moneyorder: Meansofpaymentprovidedbythepostalcorporationonrequest

- Cheque: Ordertothebanktopaythepersonnamedtheamountindicatedinthecheque

- Postalorder: Meansofpaymentsoldbythepostalcorporationinfixeddenominations.

- Credittransfer: Meansofpayingalargegroupofpeopleusingasinglecheque

- Standingorder: Anorderbyanaccountholdertohisbanktopayafixedsum ofmoneytoanamed
person/institutionuntiltheorderisrevoked

- Creditcards: Allowtraderstomakepaymentwithoutcarryingmoney.
Any5x2=10mks

4(a) Circumstancesunderwhichmonopoliesarecreated.
- Governmentlegislatione.g.KPLC

- Cutthroatcompetition/pricewars,wherepricewarissointensefornewfirmstosurvive.

- Exclusiveownershipofnaturalrawmaterialsorinputs

- Ownershipofcopyright/patentrightofproduction

- Heavycapitalinvestmentrequired

- Cartels(collusivemonopoly)

- Abilitytooperateatsuchlowcoststhatotherfirm cannotservice

- Tosmallmarkettoallowmorethanonefirmstooperateeconomically
(b) Waysgovernmentexpenditurestabilizestheeconomyofcountry.

- Provisionofsecurity:createsanenablingenvironmentforeconomicactivities

- Creationandmaintenanceofadministrativedepartments:createdfireffectiveoperationofcountryis
economy.

- Socialservices:enhancewelfareofthepopulationforeffectiveparticipationineconomicactivities

- Spendingoninfrastructure:improvesefficiencyinproductionanddistributionofgoodsandservicesin
theeconomy

- Advancementofnoninterestearningcapitaltoentrepreneursduringeconomicrecession

- Provisionofbasicgrowthandservicesthroughsubsidies

- Promotinglocalindustries.
5(a)Advantagesoftraderestrictionstoacountry.

- Protectionofinfantornewindustries

- Expansionofdomesticmarkets

- Correctionofabalanceofpaymentdeficit
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- Discouragesdumping

- Creationofemploymentopportunities

- Reducesdependencyofacountryonanotherandthereforethecountrybecomessafeincasef
misunderstanding

- Acountyexploitsfullyitsresources

- Thegovernmentearnsrevenuewhichitcanusefinancesprojectsinthecountry.
(b) Reasonsmayhavecontributedtothistrend.

- Inequitabledistributionofincome
- Highpopulationgrowth
- Unequalregionaldevelopment
- Unchargedhighstandardofliving
- Higheconomicgrowth
- Projectundertakenbygovernmentcouldbeenalongterm nature
- Incomeearnedcouldhavebeenusedinwaysthatdonotbenefitthepeopledirectly
- Politicalgoodwillcouldbelackinge.g.corruption
- Highcostoflivingmayhavegoneuphenceerodingadditionalincome.

6(a)Factorsthatinfluencethechoiceofamethodofreproducingdocumentsinanoffice
- Costinvolved:Themethodchosenshouldbeaffordabletofirm.

- Numberofcopiesrequired/amountofwork;theappropriatemethodshouldservethefirm withthe
requiredcopiescheaplyandearly.

- Skillsrequired/trainingrequired:Skilledstafftooperateandworkwithavailablemachinesshouldbe
adequatelyavailable.

- Speedandurgencydesired.Somemethodsareslowwhileothersarefaster,themethodchosen
shouldmeetthespeeddesiredinproducingdocuments

- Availabilityofequipmentforuse:themethodshouldbeonewhoserequiredequipmentisavailablein
thefirm.

- Availabilityofpower:someequipmentneedspowerinordertofunction.Thisshouldbeputinto
consideration.

- Imageandprestige:methodchosenshouldnotcompromisetheimageofthefirm.

- Qualityofoutput:outputshouldbepleasantandpresentable.

- Businesspolicy:methodselectedshouldbetheonepreferredbytheform management.

(b) ORIGINALBOOKSOFENTRY(JOURNALS)
Date Details Invoiceno Folio Amount

March1
11
18
18

Kawa
Kamakia
Mambo
Chuma
Juma
Sama
TotalpostedtopurchaseA/C

26,200
15,600
33,360
33,840
21,210
53,850

184,060

PURCHASERETURNSJOURNAL
Date Details Invoiceno Folio Amount
March6

6
Kamakia
Mambo
TotalpostedtopurchaseReturnsAlC

2,400
4,100
6,500

SALESJOURNAL
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Date Details Invoiceno Folio Amount
March2

2
2
9
9

26
26
26

Fumaretailers
Titogroceries
WamabTraders
Tamu
Patu
Kamanja
Orengo
Wamatraders
TotalpostedtosalesA/C

37,200
25,500
16,250

5,500
18,200
16,600
19,260
15,200

153,710

SALESRETURNSJOURNAL
Date Details Invoiceno Amount

March15
15

Tamu
Fuma
Patu
TotalPostedtosalesReturnsA/c

1,500
1,820
2,600
5,920
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BUURIEASTSUB-COUNTY
565/1
BUSINESSSTUDIES
PAPER1
JULY/AUGUST2018
2HOURS

1.OutlinefourfactorsthathinderentrepreneurshipinKenya.
(4mks)
2.Statefourfactorsconsideredbeforeofferingcreditfacilitiestocustomers.

(4mks)
3.Mentionfourcircumstancesunderwhichamangerofacompanymayusedownwardcommunication.
(4mks)
4.Highlightfourfactorsthataproducerconsidersbeforechoosingachannelofdistribution.
(4mks)
5.Statefourcharacteristicsofgoods. (4mks)
6.Identifyfourtypesofadvertising. (4mks)
7.Ahousewithavalueofksh.2,000,000isinsuredforKsh.1200,000againstfire.Thevalueofthehousedestroyed

byfiveksh.1,000.0000.calculatetheamounttheinsuredwascompensatedaftertheloss.
(4mks)

8.Outlinefourfeaturesofasavingsaccount. (4mks)
9.OutlinefourreasonsfordifferencesintermsoftradebetweenKenyaandUnitedStatesofAmerica.

(4mks)
10.Statethebesttypesofmachineonewouldusetoperform thefollowingtasks.

(4mks)
Function Typesofmachine

a) Totrim paperstotherequiredsizes
b) Todestroysensitivebutunwanteddocuments.
c) Tofolddocuments,putthem inenvelopeandsealthem.
d) Tocreatepostageimpressionontheenvelope.

11.MentionfourchallengesthatKenyamayencounterindevelopingplanningattheformulationstage.
(4mks)

12.Listfourproblemsofusingexpenditureapproachinthecalculationofnationalincome.
(4mks)

13.Statetheeffectsofthefollowingtransactionsonthebalancesheettotals.
(4mks)

TRANSACTION EFFECT
e) Paidcreditorsbycheque
f) Soldgoodsoncredit.
g) Convertedpersonalcarforbusinessuse.
h) Depositedcashintobank.

14.OutlinefourbenefitsthatMr.KamauwillgetbybeingamemberofcapitalSACCO.
(4mks)
15.Thefollowinginformationrelatestomerutradersfortheyearended31December2017.

(4mks)
Sales 1000,000.
Openingstock 100,000.
Closingstock 200,000.
Grossprofits. 200,000

Calculateratesofstockturnover.
(4mks)
16.Mentionfourmethodsthatdeterminethepricesofcommoditiesinthemarketapartfrom pricemechanism.

(4mks)
17.Statefourprinciplesofpublicexpenditure. (4mks)
18.HighlightfourreasonswhytheKenyanconsumerorganizationshavebeenineffectiveinprotectingconsumer.

(4mks)
19.UsethefollowinginformationforNgugiWholesalerstopreparesalesreturndaybook.

(4mks)
2017
November1 Emilyreturnedgoodsworth.Ksh.1000.
November10. Nathanreturnedgoodsvaluedatksh.900.
November15. ReturnedgoodstoChrisworth.Ksh.500.
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November30. Muthinjareturnedgoodsworthksh.800.
20.IdentifyfivestepstakeninprocuringanInsurancecover.

(5mks)
21.Statethreefactorswithinabusinessthatmayaffectitsperformance.

(3mks)
22.Recordthefollowingtransactionintherelevantledgeraccounts.

2018.
Jan.1startedabusinesswithKsh.100,000atthebank.

10.Boughtgoodsvaluedatksh.2000bycheque.
23.Statefourwaysthroughwhichafarm mayacquireamonopolyposition.
(4mks)
24.Kenyaisoneofthecountriesintheworldthatisexperiencingunemploymentproblem.Identifyfourcausesofthis

problem.
(4mks)

25.Statefourdifferencesbetweensharesanddebentures
(4mks)

BUURI EASTSUB
-COUNTY
BUSINESSSTUDIES
PAPER2
JULY/AUGUST2018
21/2 HOURS

1.a)Explainfiveshortcomingsofdirectproduction.
(10mks)

b)Outlinefivedifferencesbetweenaco-operativessocietyandaprivatelimitedcompany.
(10mks)

2.a)Explainfivemeasurestoundertakeinordertoincreaseefficiencyofawarehouse.
(10mks)

b)Explainfivebenefitsthatwouldaccruetoabusinessthatexpandsitsscaleofoperation.
(10mks)

3.a)Explainfourfeaturesofamonopoly.
(8mks)
b)Thefollowingtrialbalancebelongstowakilitradersasat30thJune2016.

WakiliTradres
Trialbalance
Asat30thJune2016

Dr. Cr.
Stock30/06/15 4000
Capital 162,300
Purchaseandsales 35,000 70,000
Drawings 6,000
Furnitureandfittings 20,000 ………………
MotorVehicle 150,000 ………………
Debtorsandcreditors 8,000 12,000
Returns 2,000 4,800
Discount 800 700
Wagesandsalaries 15,000 ……………
Rent 3,500 …………….
Insurance 2,100 ……………..
Commision 400 ……………..
Bank ……………. 3,000

Cash 6000
52,800 252,800

Required

Shares Debentures
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i) Prepareatradingprofitandlossaccountandabalancesheetasat30thJune2016. (12mks)

4.a) On1stJan2017Donatradershad,sh.110,000inhandand50,000(cr)Bank.Duringthemonth,thefollowing
transactionstookplace

Jan.2 Cashsales40,000.
“ 3 Paidpostageexpenses4100incash.
“ 5 Receivedthefollowingchequesfrom debtorsafterthey

haddeductedacashdiscountof2%ineachcase.
KamauKsh.2450,LabanKsh.9604andTugiKsh2774.

9 Paidthefollowingcreditorsincashandineachcasededucted2%cashdiscount,WillyKsh.
2000andYalaKsh.6000.

13 CashsalesdirectlybakedKsh10,000.
16 TookKsh.11,000from theofficeanddepositedinthebusinessbankaccount.
19 SoldgoodsworthKsh.18000oncredittoKiyoma.
21 ReceivedKsh.18000cashfrom OmaninsettlementofhisaccountofKsh.20,000.
26 TookoilcashtothebankleavingKsh.4000only.

Required:Prepareadulybalancedthreecolumncashbook. (10mks)
b) Explainfivecharacteristicsofalifeassurancepolicy.

(10mks)
5. a)StateandexplainfiveemergingtrendsintheBankingindustry. (10mks)

b)Explainfivenegativeeffectsofrapidpopulationgrowth. (10mks)
6. a)Explainfivereasonswhyacountrywouldcarryoutdevelopmentplanningbeforeundertakingitsprojects.

(10mks)
b)Explainfivebenefitsofadoptingtheuseofanopenofficelayout.
(10mks)
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BUURIEASTSUB-COUNTY
565/1BUSINESSMARKING
SCHEMEPAPERONE

1.OutlinefourfactorsthathinderentrepreneurshipinKenya. (4mks)
(i) Licensingsystem,etc.

(ii) Poorinfrastructure

(iii) Lackofinadequateresources.

(iv) Lackofproductmarket.

(v) Inadequate/inappropriateeducationandskills.

(vi) Politicalinstability.

(vii) stiff/unfaircompetitionpractices.

(viii) Lackofbusinessculture.

2.Statefourfactorsconsideredbeforeofferingcreditfacilitiestocustomers. (4mks)
(i) Availabilityofadequatestock.

(ii) Repaymentperiod.

(iii) Creditworthinessofthecustomer.

(iv) Quantityofgoodstobegivenoncredit.

(v) Frequencyatwhichthecustomerbuysfrom theseller.

(vi) Sellersintentionofattractingandretainingcustomers.

(viii) Honesty/reliabilityofthecustomer.

3.Mentionfourcircumstancesunderwhichamanagerofacompanymayusedownwardcommunication.
(4mks)

(i) Whendelegatingduties.

(ii) Whentrainingjuniors.

(iii) Whensolvinganyproblemsfacingworkers.

(iv) Whenevaluatingperformance.

(v) Wheninspiringandmotivatingjunior.

4.Highlightfourfactorsthataproducerconsidersbeforechoosingachannelofdistribution. (4mks)
(i) Nature/typesoftheproduct.

(ii) Resourcesandsizeofthefirm.

(iii) Governmentpolicy.

(iv) Natureofthemarket.

(v) Channelsusedbycompetitors.

(vi) Marketingrisks.

(vii) Theroleofintermediaries

5.Statefourcharacteristicsofgoods. (4mks)
(i) Aretangible/canbetouched.
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(ii) Arevisible/canbeseen.

(iii) Canchangeownership/possession.

(iv) Canbestored.

(vi) Qualitycanbestandardized.

(vii) Canchangeinqualityovertime.

6.Identifyfourtypesofadvertising. (4mks)
(i) Primarydemandadvertising(information)

(ii) Competitiveadvertising(persuasive)

(iii) Institutionaladvertising.

(iv) Productadvertising.

(v) Celebrityadvertising

(iv) Reminderadvertising.

7.Ahousewithavalueofksh.2,000,000isinsuredforKsh.1200,000againstfire.Thevalueofthehousedestroyed
byfireksh.1,000.0000.calculatetheamounttheinsuredwascompensatedaftertheloss.
(4mks)

Compensation = valueofpolicy x loss
Valueofproperty

1200,000√x1000,000√
2000,000√

=600,000√

1x4=4mks

8.Outlinefourfeaturesofasavingsaccount. (4mks)
(i) Overdraftarenotallowed.

(ii) Aminimum balancemustbemaintainedintheaccount.

(iii) Withdrawalsaredoneacrossthebankcounterbytheaccountholder.

(iv) Nochequebooksareissuedtotheaccountholder.

(v) Depositsinthisaccountearninterest.

(iv) Withdrawsexceedingcertainmaximum amountmightrequireanoticetobegivenbythecustomers.
9.OutlinefourreasonsfordifferencesintermsoftradebetweenKenyaandUnitedStatesofAmerica. (4mks)

(i) Natureofcommoditiesbeingexported.

(ii) Changeindemandforacountry’sexport.

(iii) Existingworldeconomicorderfavoringproductfrom moredevelopmentcountries.

(iv) Natureofcommoditiesbeingimported.

(v) Totalquantitysupplied.

(iv) Traderestrictionsbytradingpartners.
10.Statethebesttypesofmachineonewouldusetoperform thefollowingtasks.

(4mks)
(i) Guillotine

(ii) Papershredder.
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(iii) Composite

(iv) Frankingmachine
11.MentionfourchallengesthatKenyamayencounterindevelopingplanningattheformulationstage. (4mks)

(i) Lackofqualitypersonnel.
(ii) Existenceofthelargesubsistencesector.

(iii) Transferofinappropriatedevelopmentplan.

(iv) Lackofaccurateordetaileddata.

(v) Problem whereprivatesectorpursuesdifferentobjectivesfrom thoseoftheplanners.
12.Listfourproblemsofusingexpenditureapproachinthecalculationofnationalincome.

(4mks)
(i) Lackofaccuraterecordsofexpenditureintheprivatesector.

(ii) Problem ofdoublecounting.

(iii) Expendituresforthesubsistencesectoraremoreapproximations.

(iv) Fluctuatingexchangeratesinvaluationofimports/exports.

(v) Difficultiesindifferentiatingfinalandintermediateexpenditure.
13.Statetheeffectsofthefollowingtransactiononthebalancesheettotals.

(4mks)
(i) Decrease

(ii) Noeffect

(iii) increase

(iv) Noeffect
14.OutlinefourbenefitsthatMr.KamauwillgetbybeingamemberofcapitalSACCO. (4mks)

(i) Obtainingloansatlowinterestrates.

(ii) It’seasiertogetloans/fewerformalitiesoncompoundtobank.

(iii) Onewouldenjoydividendsfrom theprofitsoftheSACCO.

(iv) Loansiswrittenoffincaseofdeath.

(v) IncaseofdeaththebeneficiariesreceivedoublethesavingsonehadintheSACCO.

(vi) Hecanobtainavarietyofloanse.gemergency,schoolfees,normalloanswhilestillservingtheoutstanding
loans.

(vii) Benefitingfrom educationdaysorganizedbytheSACCO.

(viii) Memberssavingsaresecuredthroughcooperativeinsuranceagency.

(ix) Enablesmemberstosave/easytosavesincedeductionsmaybeoncheck-offsystems.

(x) Loansrepaymentplanisdeterminedbytheborrowersability.

(xi) Maybenefitfrom bankingfacilitiesthroughtheirFOSAservices
15. Calculateratesofstockturnover.

(4mks)
Rateofstockturnover = costofgoodssold

Averagestock
Costofgoodssold = sales–Grossprofit

= 1,000,000–200,000
= 800,000√

Averagestock = Openingstock+Closingstock
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2
= 100000+200000

2
= 150,000√

Rateofstockturnover = 800,000
150,000√

=5.33times√
16.Mentionfourmethodsthatdeterminethepricesofcommoditiesinthemarketapartfrom pricemechanism.

(4mks)
(i) Haggling/Bargaining.

(ii) Privatetreaty-saleofpropertyatapriceagreedonbythesellerandbuyerwithout/aninterveningagency.

(v) Auction

(vi) Tendering

(vii) Governmentintervention(Jubsisidiespricecontroltaxation.

(viii) Pricecollusion–wheredifferentmarketplayersconspiretofixtheprice.

(ix) Retailpricemaintenance/ofrecommendedretailprice/producersfixingprice/pricefixing–whenproducers
/manufacturesagreeonthepriceofacommodity.

17.Statefourprinciplesofpublicexpenditure. (4mks)
(i) Maximum socialbenefits.
(ii) Flexibilitytomeetprevailingeconomicsituations.
(iii) Economy–shouldbeincurredinthemosteconomicalwaytoavoidwastage.
(iv) Sanctions–shouldbeapprovedbyrelevantauthority.
(v) Properfinancialmanagement.

18.HighlightfourreasonswhytheKenyanconsumerorganizationhavebeenineffectiveinprotectingconsumer.
(4mks)

(i) Lackoffunds/inadequatefundstsustainlengthycourtcases.
(ii) Lackof/inadequatesupportfrom thegovernment(financialandlogistical)

(iii) Ignoranceofconsumersregardingtheirrights.

(iv) Reluctanceofconsumerstoforwardtheircomplaintstotheorganization.

(v) Reluctanceofconsumerstojointheseorganizationssothattheymayforwardtheircomplaintsasagroup.

(iv) Lackofinitiativefrom consumers(apathy)tocheckontradersperformanceandreportscasesofnon
compliancetoqualityandprice.

19.Salesreturndaybook. (4mks)

Salesreturnsdaybook
Date Details CreditnoteNo. LF. Amount.
1/11/17√ Emily√ S.L 1000√
10/11/17√ Nathan√ SL 900√
30/11/17√ Muthinja√ S.L 800√
30/11/17√ Totalspostedto

thereturns
inwardsa/c(dr)
√

12x1/3=4mks) 2700√

20.IdentifyfivestepstakeninprocuringanInsurancecover. (5mks)
(i) Fillingaproposalform.
(ii) Determinationofpremiumstobepaid.
(iii) Paymentofthefirstpremium.
(iv) Issuingofacovernote(Binder)
(v) Issuingofpolicy.

21.Statethreefactorswithinabusinessthatmayaffectperformance. (3mks)
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(i) Resources
(ii) Owners
(iii) Businessstructure
(iv) Business/organizationalculture.
(viii) Businessobjectives.

22.Recordthefollowingtransactionintherelevantledgeraccount.
Banka/c

Capitala/c Dr. cr.
1/1/18√capital√100,000√ 10/1/18√purchase√20,000√

Dr. cr.
1/1/18√bank√100,000√

Purchasea/c
Dr. cr.

10/1/18√ bank√20,000√

12x1/3=4mks
23.Statefourwaysthroughwhichafarm mayacquireamonopolyposition. (4mks)

(i) Ownershipofproductionrights/patterns/copyrights
(ii) Controlofanimportantinputinproduction(naturalmonopoly)
(iii) Restrictivepracticesthatforceotherfirmsoutofbusiness.
(iv) Financialfactors-whereinitialcapitalisveryhighhencemakingitdifficultforotherfirmstoenterthemarket.
(v) Throughcombinations/Amalgamations.
(iv) Internaleconomiesofscale.
(vii) Themarketservedissmall.
(viii) Additionalcostsincurredbyotherfirmsinordertosell/produceinthearea.

24.Kenyaisoneofthecountriesintheworldthatisexperiencingunemploymentproblems.Identifyfourcausesof
thisproblem. (4mks)

(i) Rapidpopulationgrowthresultingtoanincreaseinthenumberofpeoplewithoutgainfulemployment.
(ii) Inadequateresourcesrequiredforproductiontobeearnedout.
(iii) Chargesinseasons(seasonalityinproduction)
(iv) Inappropriateeducationsystem.
(v) Useofcapitalintensive/choosyintermsofjobstheywantsandwhichmaybeunavailable.
(v) Mismanagementofresourcescorruptionandpoorplanningbythegovernment.
(vii) Rural-urbanmigrationthatleavesruralareasundevelopedwhileincreasingpressureonurbanresourceshence

inabilitytoabsorbtheexpandingworkforce.
(x) Lackofproductmarket/declineindemandforgoods&services)

25.Statefourdifferencesbetweensharesanddebentures
(4mks)

Shares Debentures
i) Shareholdersaretherealowners

ofthecompany.
i) Debenturesholdersare

creditorstothecompany.
ii) Havevotingrights. ii)Havenovotingrightssincetheydo

notparticipateinmanagement.
iii) Arepaiddividendswhenprofits

areearned.
iii)interestondebenturesmustbepaid
whetherprofitsareearnedornot.

iv) Arethelasttobepaidbacktheir
capitalcontributionsincaseof
dissolution.

iv)Havethefirstclaim totheproceed
from thecompanydissolution.

v) Havenofixedrateofreturnor
dividedpayments.

v)Haveafixedrateofreturn(interest)
onthedebentures.

vi) Cannotberedeemed/boughtback
bythecompany.

vii)Canberedeemed/boughtback.
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BUURIEASTSUB-COUNTY
565/2BUSINESS
MARKINGSCHEME
PAPERTWO

1.a)Explainfiveshortcomingsofdirectproduction.(10mks)
- Lowquality/substandard/lowquantitygoodsandservicessincenomarketorientation/drivetobetterthe

quality/increasequantityofgoods/services.

- Hinder/Barinventionandinnovationstherelackscreativitysincenodesiretoeasenworkorincreasescaleof
production.

- Timewastageduetomovementfrom onejobtoanother/lackofspecialization.

- Tiresome/tedious/stranaousasonetriestoprovideallforhimself/byhimself/jumpsfrom oneactivityto
another.

- Encouragesallbymyself/individualism hencelacksimprovementintheproducts/modification/unskillful/low-
qualityoutputs.

- Noselfsatisfaction/inabilityforselfprovisionsincenoonecancreateallhe/sheneeds/providesallbyandfor
himself.

- Lowlivingstandardsduetolackofprofitorientationtherelacksincometobetteroneslife/providequalityand
quantityoutfitforhim/herselforothers.

b) Outlinefivedifferencesbetweenaco-operativessocietyandaprivatelimitedcompany.(10mks)

Co-operatives Privatecompany

-Formedbyaminimum 10members
andnomaximum.

-Aim offormationistoprovide
servestomembers.
-Establishedunderco-operatives
acts.
-Managedbyamanagement
committee.
-Startoperatingonceissuedwith
certificateofregistration.
-Registeredbycommissionerofco-
operatives.
-Governedbyco-operativeby-laws.

-Formedbyaminimum of2shareholdersandamaximum 50
shareholders.

-Aim offormationistomakeprofit.

-Establishedundercompanyact.
-Managebyoneortwodirectors.
-Startoperatingonceissuedwithcertificateofincorporation.

-Registeredbyregistrarofcompanies.

-Governmentbyarticlesofassociation.

2.a)Explainfivemeasurestoundertakeinordertoincreaseefficiencyofawarehouse.(10mks)
- Ensureproper/adequate/goodhandlingequipmenttohandlegoalswell/safety/easily.
- Installsafetyequipment/personneltotakecareofpests,fire,waterleaksetc.tosafeguardgoodsfrom

damages.NB/acceptrelevantexamples.
- Ensureproperinventorysystem controltomonitorstock/goodsmovementsandavoidtheft/pilferages.
- Properspaceutilization/usebyarranginggoodswell/orderlytosaveonfloorspace.
- Hiringqualified/highlevelskill/trained/skilledpersonneltoassistingoodshandling/careofthegoods.accept

trainingstaffmotivatingstaffasamention
- Enhancesecurity/installcctvcamerastoavoidtheftofthegoods/ensuresafetyofworkers.
- Ensurelawcompliance/meetlegalrequirementtoavoidconflictswiththeauthorities/govt/lawenforcerswho

maystop/haltitsactivitiesforsmoothrunning.
- Providesufficientloadingandoffloadingareastominimizecongestion/delays/breakagesduetocollision.
- Ensureadequatecommunicationfacilitiesforeffectivecommunicationwithintowarehouse.
- Ensurepublichealthrequirementsaremetforsmoothoperations/publichealthsafety.
- Ensureproper/appropriatebuildingstosuitormatchthetypeofgoodstobestored.
- Ensurelinkagetogoods/appropriate/efficient/reliabletransportnetworksystem tofacilitatemovementof

goodsinandoutofthewarehouse.
b) Explainfivebenefitsthatwouldaccruetoabusinessthatexpandsitsscaleofoperation.(10mks)
- Researcheconomies–itcanaffordtoresearchforfuturedevelopmentandprogress.
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- Technologicaleconomies–itcanhire/purchasemoderntechnologytoimproveitsoutput/increaseoutput.
- Staffwelfareeconomies–itcanofferwelfareservicestoitsownstaff/motivatesitsworkerstoincreasetheir

efficiency.
- Managerialeconomies–itcangetprofessionalsinmanagerial/highlevelskilledworkerstoimproveon

production.
- Financialadvantages/economies-Itcanaccesslargesumsofmoney/capital/creditfrom moneyleading

institutions/widecapitalbase.
- Riskspreadingeconomies–itcaninvestinventuresconsiderednonproductiveinshortrunbutproductivein

longrun.Itcanwaitfrom betterpricesincomparisonwithsmallfirms.
- Advertisingeconomies–itcanfinancesalesactivities/advertisingcampaign/convoystocapturewider

markets.
- Reducedoperationcost-asaveragecostofproductionlowers/decreaseswithincreaseinoutput.
- Personnel/laboureconomies–itcanattractpersonnelwhoareprofessional/qualifiedforbetteroperation.
- Marketingeconomies–itcancaterforlargevolumesofsalesatcheaprates.
- Purchasingeconomieswhere–itcanbuybulkandgetlargetrade&cashdiscountonstocks/rawmaterials.

3.a)Explainfourfeaturesofamonopoly.(8mks)
- Single/sole/only/oneselleroftheproductswhohasnocompetition/actsindependently.
- Noclosesubstitutegoods/norivalsuppliesoftheproductsincethefirm isthesoleindustry/producer/which

wouldcreatecompetition.
- Thereispricediscrimination,basedonincome,geographicalortimebasis.
- Firm isthepricemaker/pricesfixedbysupplierwhohascontroloveramountandpricetoselltheproduct.
- Barrierstoentryarepresent/marketisrestrictedtothesoleproducer/difficultyinentryofothersuppliers

/sellersduetorestrictivepractices.
- Mayproducelowqualityproductsduetoabsenceofcompetition.
- Singlefirm hascontroloverproductionfactorseitherbylockingothersoutofproduction.
- Firm hasahighlyinelasticdemandcurve–sinceitinfluencespricesandalsooutput.
- Firm mayearnsupernormalprofitsinthelongrunasaresultsofsolemarketexploitation/lackofcompetition

whichmaylowerprices.
b) Thefollowingtrialbalancebelongstowakilitradersasat30thJune2016.

WakiliTradres
Trialbalance
Asat30thJune2016

OpeningStock 4000√
Purchases 35,000√
Less.ReturnOutwards (4800)

√
G.A.F.S

34200
CostofSales(C.O.S) 34200√
Grossprofit c/d 33,800√

68,0000

Expenses

Discountallowed 800√
Sales&Wages15,000√
Rent 3,500√
Insurance 2100√
Commision 400√
Netprofit 12,700√

34,500

WakiliTradres
Balancesheet
Asat30thJune2016

Sales 7000√
LessreturnInwards 2000)√
Netsales 68,000

68000

Grossprofitb/d 33,800√
Discountreceived 700√

34,500
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FixedAsset
Motorvehicle 150,000√
FurnitureandFittings 20,000√

CurrentAssets
Debtors 80,000√

Cashathand 6000√

184,000

Doratraders’threecolumncashbook
FortheMonthofJanuary2017

5. Dr Cr.
Date Details lf Dis. cash Bank Date Details LF Dis. cash Bank

1/1/2017
2/1/17

5/1/17

5/1/17

5/1/17

5/1/17

13/1/17

16/1/17

21/1/17

26/1/17

30/1/
17

Balance

Sales√

Kamau√

Laban√

Tugi√

Sales√

Cash√

Oman√

Cash√

Balance

b/d

b/d

50√

196√

56√

2000√

302

110,000√

40,000√

18,000√

168,000

4000

2450√

9604√

2774√

10,000√

11,000√

141,060√

176,8888

126,888√

1/1/17

3/1/17

9/1/17

16/1/17

26/1/17

26/1/17

Balance√

Postage√

Willy√

Yala√

Bank√

bank√

balancec/d√

b/d

40√

120√

160

4100√

1960√

5880√

11000√

141,060√

4000√

168,000

50,000√

126888√

176,888

b)Explainfivecharacteristicsofalifeassurancepolicy.(10mks)
- Ithasasurrendervalue–intheeventofainsuredterminatinganassurancecontracthisentitledtoarefundofa

proportionofthetotalpremium he/shehadpaidtotheinsurancecompany.
- Ithasamaturitydate–thesum assuredispaidtotheassuredupontheexpiringoftheagreedperiodof

occurrenceofthestatedriske.gdeath.
- Itmaybeasavingsplanwherethesum assuredispayableeitheronmaturityortotheassuredbeneficiaries

uponhis/herdeath.
- Thepolicycanbeassignedtothebeneficiariesclaimsinalifeassurancepolicycanbetransferredtoanew

policyholder.
- Lifeassurancepolicycanbeusedassecurityforaloan.Anassuredcanobtainaloanagainsthis/herlife

assuredpolicy.
- Itsvaluedependsonassured’sabilitytopaypremiums.Theassuredcantakeapolicyofanysum assured

Capital 162,300√
AddNetProfit12,700√
Less:Drawings (6,000)√
Netcapital 169,000
Currentassets
Creditors 12,000√

Bankoverdraft3000√

184,000

24X1/2=12Mks



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|106

providedhe/shehastopaythepremiums.
- Itdealswithlife–lifeassurancepolicycoverstheassuredlifeonly.
- It’sacoveragainstdeath–lifeassurancepolicycoversoneslifeuntildeathorforanagreedperiodoftime.
- It’salongterm contract-lifeassurancepolicycoversalongperiod/durationandmaynotrequireannualrenewal.

5.a)StateandexplainfiveemergingtrendsintheBankingindustry.(10mks)
- Customercaredepartmentstoafferpersonalizedservices/advisetobankclients.
- UseofATMS/ATM/cardsthatenablesbankstoofferservices24hrs/roundtheclock/simplifybanking

activities
- Networkingofbranches/interconnectingbanks/branchestoofferfast/convenient/reliabletransacting

platforms.
- Mobilebanks/tentsinform ofbankbranchestoavailbankbranchesinremoteareasinspecificevents/daysof

theweek.
- E–Banking/M-bankingenablesclientscarryouttransactionsusingphones/remotescomputers/internets/

onlineforfasteasyandconvenientbankingservices.
- Relaxationonbankingcondition/Easiercreditfacilitieswhererequirementsforloanshavebeeneasened/

longeroperatinghoursforbanks.
- AccounttypesBankareofferingvarietyofA/creplacingtheolderthreeaccounttypestosuitspecificclients

needs.
- Newmarketingstrategieswheretheydosalesmarketingtopersuadeclientstoopenaccounts.
- Restructuring/Mergers–smallbankshavebeenencouragedtojoinandbecomeonemoreefficient.
- Adoptionoftechnologytobeafsecurity/reduceoperationcosts/layoffunnecessarylabourforce/adoptinguse

ofcomputerstoreplacemanualsystems.
- Telebankingfornoncashrelatedbanking/solvesimplequeriesandtransactions.
- Electronicdatainterchangeforbusinessdocumentslikeinvoicepurchaseordersetc.
- Pointsofsaleterminaltocarryouttransactionsinstantlysuchthatasadebitismade,acorrespondingdebitis

alsomade.
- Emergenceofmicrofinanceinstitutionstoprovidebankingservicese.gFaulu,FosaKWFTetc.NB:accept

examplesofmicrofinanceinstitutionsasexpansion.
b)Explainfivenegativeeffectsofrapidpopulationgrowth.(10mks)

- High-levelofunemploymentbecausethenumberofpeopleinthelabourforcemayexceedthenumberofjobs
available.

- Highdependencyratio-sincemanypeopleareunemployedtheywillbedependentonthefewpeoplewhoare
employed.

- Decreaseinpercapitaincome-duetodecreaseinincomeandpopulationincreasingleadingtolowstandardsof
living.

- Reductioninsavingsandinvestments-thisisbecausealargeproportionofanindividualincomeisconsumed
leavingverylittleornosavingshencenoinvestment.

- Strainonsocialamenities–Asaresultsofgrowingpopulationthegovernmentmayfinditdifficulttoprovide
adequatesocialservicese.ghealth,educationandhousing.

- Uneven/unequaldistributionofincome-Majorityofthepeopleareverypoorandfewpeopleareveryrich.
- Environmentaldegradation.-Overpopulationleadstoanenvironmentaldegradatione.gextensivecuttingoftrees

togetbuildingmaterialsorexpandstheirfarmhand.
- Highpopulationleadstoaviciouscircleofpovertybecausemostofincomesgeneratedsointoconsumption

hencelowsavingandinvestment.
- Highratesofrural–urbanmigrationtoseekforemployment.
- Increaseintheratesofinflation.-Averyhighpopulationleadstoincreaseinthedemandforgoodsandservices

whichdoesnotmatchwithsupply.Thepricesofgoodsandserviceswillcontinuouslygoupresultingindemand
pull-inflation.

6.a)Explainfivereasonswhyacountrywouldcarryoutdevelopmentplanningbeforeundertakingitsprojects.
(10mks)

- Toprioritizeprojects/Accordimportantprojectfirstbyensuringcrucialprojectsarecarriedoutfirst/needbased
projectsareundertakenfirst.

- Proper/appropriate/efficientallocationofresourcesareputwhereoutputishighest/avoidmisuse
/underutilizationofresources/preventminimalreturnsbyinappropriateallocation.

- Ensurebalanced/evenregionaldevelopmenttoensurethatnoregionlagsbehindeconomically.
- Correctsimperfectioninthemarket/preventmonopolies/oligopolieswhichcontributetomisallocationof

resources.
- Toattractsforeignaid/investmentfrom attractive/productive/appealingprojectsplannedfor.
- Complementallynatureofprojects/caterforprojectscarriedouttogethersincetheyhavetobematchedto

succeed.NB.Acceptrelevantexamplese.gplantteaandputupateafactory.
- Motivationaltoolwhenawarenessiscreateditearnssupportfrom people/peopleowntheprojectsandhence
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workhardforittoachievegoals/surred.
- To–coordinatedifferentbodiesandministriesofthegovt.soastoachievereasonabletarget/allocatefunds

appropriately/inthemosteconomicalway/helpinadministration/unityofgovtorgans.
- Tosafeguardsocialinterestswhichwouldnotbecateredforbyprivatesectors.
- Sourcingfunds-Attractdonorfunding/aids–Agooddevelopmentplandrawsattention/interestofdonor

funding.
- Enable/helpinprojectevaluation–withproperplanninggoalsarewellknownfrom theonsetandhence

comparisonofachievedtargetviasettargetiseasily.
- Toacquirerelevantresources–topreventshortageofmanpower/whichneedlong-term planning.
- Toinfluenceexternaltradingrelationstoachievedesirableeffectsontheeconomy.

b)Explainfivebenefitsofadoptingtheuseofanopenofficelayout. (10mks)
- Enhancesharingequipment’s/facilities/machinesthissavesoncosts/ofpurchasingmanyequipment’s.
- Easysupervision/control/managementofworkersastheycanallbeseen/areallvisible/inacommonroom.
- Cheaptodecoratemaintain/lesscostly/notexpensessincelessfloorspaceisused/sharingof

equipment/furniture.
- Easylocation/identificationofworkersastrulyareallfoundinsomeroom.
- Discouragesabscondingduties/absenteeism duetoclosesupervision/enhancedsupervisionbymanagement.
- Floorspaceissavedasnomanyofficesneedtobeconstructed.
- Easytoconsultcolleaguesastheyarenext/inacommonroom henceimprovingworkingefficiency/preciseness.
- Savesontimesincethereislessstaffmovements/minimalmovements.
- Preventsmisuseofofficeequipment/machineryduetotheclosesupervisionofworkers.
- Boosts/promote/enhanceteamworkamongemployeesthroughconsultationsandsharingofofficeequipment.
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TETUSUB-COUNTY
Form FOURBusinessStudies
Paper565/12018
Time:2Hours
PAPER1

1.ListfoursourcesoffundsthatwouldbeataSoleproprietor’sdisposal.
(4mks)

2.Givefourcircumstancesunderwhichamonopolywouldcomeintoexistence. (4mks)

3.Mentionfourmeasuresthatthegovernmentwouldtaketoprevententryofcontrabandsugarinthecountry.
(4mks)

4.Studythefollowingdiagram andanswerthequestionthatfollows.

Outputper

worker Y

X Z

Population

(i)GivetwomeritsofthesectionlabeledX
(2mks)

(ii)IdentifythepartlabeledYinthediagram. (1mk)

(iii) GivetwodemeritsofsectionlabeledZinthediagram. (2mks)

5.Thefollowinginformationwasextractedfrom thebooksofKarimiEnterpriseson28thFeb2018.

Fixedassets 400,000
Creditors 120,000
Debtors 150,000
Accruedrent 30,000
Stock 145,000
PrepaidRent 5,000
Capital 550,000

Required:
(a)Determinetheworkingcapitalofthebusiness.

(3mks)

(b)Calculatethecurrentratio: (1mk)

6.Listfourbenefitsofobservingbusinessethicsinthecourseofdoingbusiness.
(4mks)

7.Ineachofthefollowingcaseacommunicationlineisexplained.Studyitandidentifythelineofcommunication
described.
(4mks)
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a)Theprincipaladdressestheassembly…………………………………………………………..

b)Allclasssecretariesholdameetinginthehalltodiscussindisciplineintheir
classes………………………………………………………………………………………….

c)Cabinetsecretaryofeducationpassedbytheschoolandgaveanaddressasheproceededtoanationalrallyina
nearbystadium………………………………………………………………

d)EndofyearpartyheldintheschoolattendedbyBOM members,teachers,studentsandsupport
staff…………………………………………………………………………………….

8.StatethebookoforiginalentryusedinrecordingeachofthefollowingtransactionsofKOMUtraders.
(4mks)

Transaction Bookoforiginalentry
(i) Komureturnedgoodsworthsh.9,500toTetutraders
(ii) Nanzarareturnedgoodsworthsh.2900
(iii) Purchasedgoodsoncreditfrom Sanaipeiforsh.5,000
(iv) SoldgoodsoncredittoWanjalaforsh.20,000

9.Usingawelllabelleddiagram illustratethecircularflowofincomeinatwosectoreconomy.
(5mks)

10. Givefourcircumstanceswhenaconsumermayenjoytheservicesgivenbyawarehouse.
(4mks)

11. Identifytheelementsoftransporttowhicheachofthefollowingitemsrelate.
(4mks)

a) Humaneffort………………………………………………

b) Bodabodashed…………………………………………

c) Schoolbus…………………………………………………

d) LakeVictoria……………………………………………….
12. Suggestfourbenefitstoatraderwhooperatesasupermarketinsteadofakiosk.

(4mks)

13. Highlightfourlimitationsofbartertradetoaneconomy.
(4mks)

14. Thefollowingstatementsrefertodifferentofficelayouts.Identifythetypeofofficelayoutexplainedineach
ofthefollowingstatements.
(3mks)
a) Seniormanagersareassignedseparateroomsfrom wheretheycoordinatebusinessactivities
b) Highclassofficedesignedtoenhancetheimageoftheinstitution
c) Allstaffmembersoperatefrom thesameroom

15. Statefourusesofabalancesheet.
(4mks)

16. Identifythreelevelsofinflation. (3mks)

17. Basingyourknowledgeonfinancialratios,completethefollowingtable.
(4mks)

Opening
stock

Closing
stock

Net
purchases

Costsof
goods
sold

Netsales Grossprofit Average
stock

Rateof
stock
turn
over

(a) 50,000 170,000 240,000 (b) 30,000 (c) (d)

18. Thefollowingtrialbalancewaspreparedbyanincompetentaccountsclerk.Prepareacorrectone.
(4mks).

Nguyo
Trialbalance
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Asat30thjune2015
DR CR

Creditors 10,000
Debtors 14,000
Returnsinwards 7,500
Drawings 31,000
Land 60,000
Returnsoutwards 15,000
Generalexpenses 10,000
Capital 100,000
Furniture 8,000
Acruedrent 5,500

163,500 97,500
19. Foreachofthefollowingdaybooksstatetherelevantsourcedocument. (5mks)

Daybook Sourcedocument
(i) SalesJournal
(ii) Salesreturnsjournal
(iii) Purchasesjournal
(iv) Purchasesreturnsjournal
(v) Cashreceiptsjournal

20. IdentifyeachofthefollowingcategoriesofGovernmentexpenditure. (3mks)

(i) Governmentspendsfundsonregularbasis…………………………………..
(ii) Governmentfinancesspecificprojectsaimedatfacilitatingeconomicgrowth………………………….
(iii) Governmentgivebursariestostudent……………………………………….

21. Statefourreasonsthatmaymakeafirm tousecompetitiveadvertising. (4mks)

22. Identifythetypeofresourcedescribedineachofthefollowingcases. (4mks)

(a) Canberestoredafteruse…………………………………………………….…………
(b) Createdbymantoassisthim inproductionofgoods………………………………….
(c) Availedbynature………………………………………………..…………………….
(d) Physicaleffortputbymantoproducegoodsandservices………..……………………

23. Highlightfourcircumstancesunderafirm maybelocatednearthesourceofrawmaterials.
(4mks)

24. Identifyfourtypesofunemploymentandmentionamajorcauseinofeach.
(4mks)

25. ThefollowinginformationrelatestoMimiTradersfortheyearended30thJune2018. (5mks)
Openingstock 25,000
Closingstock 35,000
Purchases 190,000
Returnsoutwards 5,000
Margin 20%
Requiredatradingaccountfortheyearended30thJune2018.
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TETUSUB-COUNTY
TERM 2EXAMS2018
Form FOURBusinessStudies
Paper565/22018
Time:2½Hours

1.(a)ExplainfivefactorsthatleadtodeclineinthelevelofnationalIncomeofaCounty. (10mks)
(b)Explainfivefactorsconsideredwhenselectingachannelofdistributiontouse.

(10mks)
2.(a)Explainfourcircumstanceswhenariskwouldnotqualifytobecoveredbyaninsurer.
(8mks)

(b)Thefollowingbalanceswereextractedfrom thebooksofUnityEnterprisesasat
30thJune,2016. Shs

Sales 400,000 Stock(1stJuly,2015) 5,000

Stock(30thJune,2016) 8,000 Discountreceived 4,000

Discountallowed 6,000 Insurancepremium 4,000

Premises 300,000 Fixturesandfittings 200,000

Carriageinwards 7,000 Carriageoutwards 3,000

Bankloan 23,000 Bankoverdraft 50,000

Creditors 40,000 Cashinhand 10,000

Debtors 12,000 Drawings 14,000

Capital 340,000 Grossprofitmargin 25%

Prepare;
i) UnityEnterprisesProfitandlossAccountsfortheyearended30thJune2016. (4

marks)
ii)UnityEnterprisesBalancesheetasatthatdate. (8

marks)
3(a)Explainfiveproblemsfacedbyacountywithabigpercentageofayouthfulpopulation.
(10mks)

(b)Explainfiveexternalfactorsthatanentrepreneurneedtoconsiderwhenevaluatingabusinessopportunity.
(10mks)
4(a)Usingadiagram,explaintheeffectsofapositiveshiftofademandcurveontheequilibrium point,priceand
quantity.
(10mks)

(b)On1stApril2016,TwigaEnterpriseshadsh.150,000cashinhandandabankcreditbalanceofsh.54,000.During
themonth thefollowingtransactionstookplace.
April3Cashsalesshs.114,900

4 AdebtorsettledhisaccountofKshs.400,000bychequeless5%eachdiscount.
10Paidsalarieskshs.35,400incash
15Settledacreditor’saccountofKsh.150,000byachequeless3%cashdiscount.
22ReceivedcashKshs.84,600from Pengotradersafterdeduction6%cashdiscount
24Withdrewksh.120,000from businessbankforofficeuse.
26Cashsaleskshs.90,000bankeddirectly
30Depositedallcashexceptksh.10,800

REQUIRED:Prepareadulybalancedthreecolumncashbook. (10mks)
5(a)Highlightfivebenefitsofdelocalizationoffirmsinaneconomy.
(10mks)

(b)Outlinefivedifferencesbetweenacooperativesocietyandaprivatelimitedcompany.
(10mks)
6(a)Explainfivewaysofcontrollingcostpushinflation. (10mks)

(b)Explainfivecharacteristicsofeconomicresources. (10mks)
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TETUSUB-COUNTY
FORM FOUR
MOCKBUSINESSSTUDIES
PAPER565/12018

1.ListfoursourcesoffundsthatwouldbeataSoleproprietor’sdisposal.
(4mks)

(a)Personalsavings/theowner

(b)Inheritancefrom thefamilyproperty

(c)Donationsfrom relativesandfriends

(d)Loans/borrowingfrom banks,SACCOS,NGOS,government,selfhelpgroups,etc

(e) RetainedProfits

(f) Tradecreditandhirepurchase

(g)Leasingandrentingproperty

2.Givefourcircumstancesunderwhichamonopolywouldcomeintoexistence. (4mks)

(a)Wherethegovernmentcreatesamonopolyinareasofinterest

(b)Incaseofpatentandcopyrights

(c) Whereafirm controlsthesourceofanimportantrawmaterial

(d)Incaseofmergers/amalgamations

(e)Whereafirm hasexclusivetechnicalknowledgeiftheproductionofaproduct

(f) Ifthefirm enjoyseconomiesofscale

(g)Whereafirm employsrestrictivemeasuresblockingotherfirmsfrom entry

3.Mentionfourmeasuresthatthegovernmentwouldtaketoprevententryofcontrabandsugarinthecountry.(4mks)

a) Regularinspectionofsugarimportsinthecountry.
b) EnsuringthatsugarsampleareadequatelytestedbyKebs.
c) Punishingofficercontraveningsugarimportlawse.gJailsentences.
d) Comingupwithmorelegislationtoenforcelawagainstillegalsugarimports.
e) MorevigilantinvestigationsbyrelevantbodiesonsugarimportsegParliament,Eacc,Dpp
f) Promotingconsumereducationoncontrabandsugar.E.gthroughmassmedia,socialmedia.

4.Studythefollowingdiagram andanswerthequestionthatfollows.

Outputper

worker

Y

X Z
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Population

(i)GivetwomeritsofthesectionlabeledX (2mks)

a)Higherstandardsofliving

b) Lowcostofliving

c)Adequateavailabilityofresources

(ii)IdentifythepartlabeledYinthediagram. (1mk)

Optimum population

(iii)GivetwodemeritsofsectionlabeledZinthediagram. (2mks)

a)Poorstandardsofliving

b)Highlevelsofunemployment

c)Strainonsocialamenities

d)Highdependencyratios

e)Ruralurbanmigration

f)Congestiononsocialamenities

g)Foodshortages

h)Inflationarytendencies

5.(a)Determinetheworkingcapitalofthebusiness.
WC=CA–CL=(150,000√+145,000√+5,000√)–(120,000√+30,000√)

=300,000–150,000=shs.150,000√ 6x½=3mks
(b)Calculatethecurrentratio: (1mk)
CR= CA =300,000√= 2:1√ 2x½=1mk

CL 150,000
6.Listfourbenefitsofobservingbusinessethicsinthecourseofdoingbusiness.

(4mks)

a)Avoidsconsumerexploitation
b)Ensuresthattheenvironmentisprotected.
c)Ensuresfairplayforallcompetitors
d)Qualityproductsareofferedtocitizens
e)Ensuresnodiscriminationinbusiness
f)Ensuresrightsoftheemployeesareupheld
g)Eliminatesuseofunfairmeansofachievingbusinessobjectives

7.Ineachofthefollowingcaseacommunicationlineisexplained.Studyitandidentifythelineofcommunication
described. (4mks)

a.Theprincipaladdressestheassembly……………Vertical

b.Allclasssecretariesholdameetinginthehalltodiscussindisciplineintheirclasses…………Horizontal.

c.Cabinetsecretaryofeducationpassedbytheschoolandgaveanaddressasheproceededtoanationalrallyin
anearbystadium……Vertical

d.EndofyearpartyheldintheschoolattendedbyBOM members,teachers,studentsandsupport
staff……………Diagonal/Lateral…………………………….

8.StatethebookoforiginalentryusedinrecordingeachofthefollowingtransactionsofKOMUtraders. (4mks)
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Transaction Bookoforiginalentry
(i) Komureturnedgoodsworthsh.9,500toTetutraders PurchasesReturns/

ReturnsOutwardsjournal

(ii) Nanzarareturnedgoodsworthsh.2900toKomu SalesReturns/
ReturnsInwardsjournal

(iii) Purchasedgoodsoncreditfrom Sanaipeiforsh.5,000 Purchasesjournal

(iv) SoldgoodsoncredittoWanjalaforsh.20,000 Salesjournal

9.Usingawelllabelleddiagram illustratethecircularflowofincomeinatwosectoreconomy. (5mks)

a) Paymentforfactorsservices√

b) Paymentforgoodsandservices√

c) Saleofgoodsandservices√

d) Saleoffactorservices√

10.Givefourcircumstanceswhenaconsumermayenjoytheservicesgivenbyawarehouse. (4mks)

a)Whenconsumercaninspectgoodsbeforebuying
b)Whentheflowofgoodsissmooth
c)Whenpricesofgoodremainstable
d)Whengoodsimproveinquality
e)Whengoodsarereleasedwithoutdelays/quickly

11.Identifytheelementsoftransporttowhicheachofthefollowingitemsrelate. (4mks)

a)Humaneffort……………Methodofpropulsion…

b)Bodabodashed…………Terminal

c)Schoolbus……………..UnitofCarriage

d)LakeVictoria……………Way

12.Suggestfourbenefitstoatraderwhooperatesasupermarketinsteadofakiosk. (4mks)

a)Attractsforbuyers/makesquicksales

b)Hestocksawidevarietyofgoods

c)Abletoaccessmorefunds

d)Bulkpurchasesfrom manufacturersenjoydiscounts

e)Canaffordtosellatcheaperprices

FIRMS√ HOUSEHOLD
S√
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f)Canemployskilledlabour

g)Impulsebuyingbycustomershelpstomakemoreprofits

13.Highlightfourlimitationsofbartertradetoaneconomy. (4mks)

i.Lackofdoublecoincidenceofwants

ii.Indivisibilityofsomegoods

iii.Perishabilityofsomegoods

iv.Difficultytomeasurevalue

v.Problemsofportabilityofsomegoods(bulky,heavy,fixed/immovable,etc)

vi.Lackofastandardmeasureformakingdeferredpayments

vii.Lackunitofaccount.

14.Thefollowingstatementsrefertodifferentofficelayouts.Identifythetypeofofficelayoutexplainedineachof
thefollowingstatements. (3mks)

a)Seniormanagersareassignedseparateroomsfrom wheretheycoordinatebusinessactivities
…………Enclosed/Partitionedofficelayout…...

b)Highclassofficedesignedtoenhancetheimageoftheinstitution…Landscapedlayout
c)Allstaffmembersoperatefrom thesameroom ………Openofficelayout

15.Statefourusesofabalancesheet.
(4mks)

a) Showsthefinancialpositionofabusinessasatagivendate

b) Usedbyfinancierstodeterminecreditworthinessofabusiness

c) Requiredfordecisionmakingbymanagement

d) Showstheassets,liabilitiesandcapitalofabusiness

e) Shareholderssuetittoknowwhethertheirfundsareusedwisely

f) Usedbythegovernmentfortaxpurposes

g) Potentialinvestorsuseittomakedecisionswhethertotinvestinthebusiness
16.Basingyourknowledgeonfinancialratios,completethefollowingtable. (4mks)

Opening
stock

Closing
stock

Net
purchases

Costsof
goodssold

Netsales Gross
profit

Average
stock

Rateof
stockturn
over

(b)
_____

50,000 170,000 240,000 (b)______ 30,000 (c)______ (d)
________

a) Openingstock=COGS–P+CS=240,000–170,000+50,000=120,000√

b) NetSales =COGS+GP=240,000+30,000=270,000√

c) Averagestock=(OS+CS)x½ =(120,000+50,000 )x½=85,000√

d) Rateofstockturnover= COGS = 240,000 =2.8times√

AveStock 85,000

17.Identifythreelevelsofinflation. (3mks)

(i) Moderate/Creeping/Mild/Gradual
(ii) Rapid/Galloping
(iii) Hyper/Runaway
(iv) Stagflation
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18.Thefollowingtrialbalancewaspreparedbyanincompetentaccountsclerk.Prepareacorrectone.
(4mks).

Nguyo
Trialbalance
Asat30thJune2015

DR CR
Creditors 10,000
Debtors 14,000
Returnsinwards 7,500
Drawings 31,000
Land 60,000
Returnsoutwards 15,000
Generalexpenses 10,000
Capital 100,000
Furniture 8,000
Acruedrent 5,500

130,500 130,500
19.Foreachofthefollowingdaybooksstatetherelevantsourcedocument.(5mks)

Daybook Sourcedocument
(i) SalesJournal Salesinvoice/outgoing/issued
(ii) Salesreturnsjournal IssuedCreditNote
(iii) Purchasesreturnsjournal ReceivedCreditNote
(iv) Cashreceiptsjournal OutgoingReceipts

20.IdentifyeachofthefollowingcategoriesofGovernmentexpenditure. (3mks)

i. Governmentspendsfundsonregularbasis………RecurrentExpenditure..
ii. Governmentfinancesspecificprojectsaimedatfacilitatingeconomicgrowth…………Development/

CapitalExpenditure
iii. Governmentgivebursariestostudent………TransferPayments.

21.Statefourreasonsthatmaymakeafirm tousecompetitiveadvertising.

a) Whenafirm wantstoattractmorecustomers.
b) Whenfirm wanttoretainalreadyexistingcustomers.
c) Whenthefirmswanttocounter/fightoffstiffcompetition.
d) Whenthefirm islaunchinganewproduct.
e) Whenafirm wantstocorrectincorrectinformationabouttheproduct.
f) Whenthefirm wantstobuildthecompany’soverallimage.

22.Identifythetypeofresourcedescribedineachofthefollowingcases. (4mks)

a) Canberestoredafteruse………Renewableresource
b) Createdbymantoassisthim inproductionofgoods…Manmaderesources/Capital
c) Availedbynature……………Naturalresources
d) PhysicaleffortputbymantoproducegoodsandservicesHumanresource/Manpower

23.Highlightfourcircumstancesunderafirm maybelocatednearthesourceofrawmaterials.
(4mks)

(a) Iftherawmaterialisheavyandbulky.
(b) Iftherawmaterialishighlyperishable
(c) Ifthetraderwantstosaveonthecostoftransport
(d) Wherethefirm hastotalcontrolofthesourceoftherawmaterial.

(e) Wherethegovernmentpolicyrequiresthefirm tobelocatednearthesourceofrawmaterial

(f) Wherethefirm wantstohaveconstantsupplyoftherawmaterial
(g) Wheretherawmaterialusedbythefirm isfragile/delicate/brittle
(h) Wherethereisstiffcompetitionfortherawmaterial.

24.Identifyfourtypesofunemploymentandmentionamajorcauseinofeach.
(4mks)

a.Cyclicalemploymentduetorelativelylowgeneraldemandforgoodsandservice

b.Structuralunemploymentduetotechnologicalunemployment
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c.Seasonalunemployment-duetorelativelylowdemandforlabouratcertaintimesoftheyear

d.Frictionalunemploymentduetotimelagsi.etimetakeninchangingjobs

e.Involuntaryunemployment–wantingjobsatprevailingwagesandcannotgetthem.

25.ThefollowinginformationrelatestoMimiTradersfortheyearended30thJune2018. (5mks)
Openingstock 25,000 Closingstock 35,000
Purchases 190,000 Returnsoutwards 5,000
Margin 20%

Requiredatradingaccountfortheyearended30thJune2018.
Margin=20%=1/5 Markup=¼ =25%
GP25%xCOGS=.25x175,000=43,750
Confirm 20%x218750=

MimiTraders
Tradingaccount

Fortheyearended30thJune2018
Openingstock 25,000 Sales 218,750
Purchases 190,000
Less:ReturnsOutwards 5,000

NetPurchases 185,000
CostofGoodsAvailable 210,000
Less:ClosingStock 35,000
CostofGoodsSold 175,000
GrossProfit 43,750

18,750 218,750
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TETUSUB-COUNTY
FORM FOURBUSINESSSTUDIES
PAPER565/2MOCK2018

1(a)ExplainfivefactorsthatleadtodeclineinthelevelofnationalIncomeofaCounty. (10mks)
(a)Inadequatehumanresources/labour/workingpopulation/manpower:acountrywithlowsupplyoflabourwill

notbeproductive/lowquantitiesofgoods/servicescangeneratelowincome
(b)Highilliteracylevelsofthecitizensingeneral;acountrywithunskilled/oruntrained/smallmanpowercan

producelowqualitygoods/servicescangeneratelowincome.
(c)Inadequatenaturalresources/land./giftsofnature/acceptgiftofnature:acountrynotwellendowedwith

naturalresourcesmayproducelessgoods/services/cangeneratelessincome.
(d)Deterioratingleveloftechnology;lowleveloftechnologymayproducelowquality/quantitygoods/services/

generatelowincome.
(e)Inadequatecapital(equipment)/man-maderesources/acceptifmanmaderesourcese.g.infrastructure

buildings:lackofcapital/ormakesproductiondifferent/reducesproduction/maygeneratelowincome.
(f)LowlevelofForeigninvestment;reductionofforeigninvestmentmayreduceproductionofgoods/services/

income.
(g)Poorgovernance/politicalinstabilityreducesavings/investment/damages/investment/reduceincomes/

productionofgoods/services.
(h)Poorentrepreneurialculture;aculturethatdiscourageshard/work/entrepreneurshipreducesproductionof

goods/services/maygeneratelowincome/Lowlevelsofcounty’sindustrializationmaygeneratelowincome
(i)Highdependencyratioontheeconomicallyactiveportionofthepopulation:thislowersinvestmentsthuslow

productivitygeneratinglowincomes

(j)Poorstateoftheinfrastructure:preventsmovementofpeopleandgoodsinandoutofthefactories,homes,
markets,mayreduceincomes.

(k)Highlevelsofinsecurity:businesspeoplemayfeartoinvestandthisreducesincomes

(l)Decliningforeigntrade/noninvolvementininternationaltrade;countrywithnoexportsearnsnoforeignexchange
hencelownationalincome

Naming1mkJustification1mkotherwise (5x2=
10mks)

(b)Explainfivefactorsconsideredwhenselectingachannelofdistributiontouse. (10mks)
(a)Natureoftheproduct.Iftheproductsareperishableandthereforeneedashort/directchannel(inordertobe

distributedquickly)/tosafeguardthem from damagetheyneedashort/directchannel.
(b)Cost/profitmaximization/costofdifferentchannelsofdistributionshouldbeconsideredandthecheaper

channelused/affordable/costeffectivechannelisused.
(c) Extend/coverage/distance/proximityofthemarket.Ifconsumersarewidespread/farthenurgent/long

channelsmaybenecessarytoreachthem
(d) Nature/taste/preferencesofconsumersspecificationswhichmayrequirethepersonalattentionofthe

producerhenceuseofashorterchannel
(e) Competition/wherecompetitionishigh/stifftheproducer(willhavetobeclosetotheconsumersandwill

therefore)useashort/directchannelofdistribution
(f) Quantity/output/volume/scaleofproduction.ifthequantityofgoodstobesoldislargethemore

middlemen/intermediariesmayberequired/wherevolumeissmallchooseashort/directchannel
(g) Availabilityoftechnicalpersonnel/distributionresources.iftheproducerdoesnothavetherequired

technicalpersonnel/distributionresourcesthenhemayhavetousealongchannel/middlemen/agents/if
availableshort/directchannelisused

NBacceptexamplesofdistributionresourcesasanaming
Naming1mkjustification1mkotherwise (5x2= 10mks)

2(a)Explainfourcircumstanceswhenariskwouldnotqualifytobecoveredbyaninsurer. (8mks)
a)Whenthereisalargenumberofpeoplewhoareexposedtotherisk.Thisenablestheinsurancecompanyto

createapooloffundsfrom whichitisabletocompensatethosewhosufferloss

b)Ifthelossarisingfrom theriskcanbequantifiedinmonetaryterms.

c)Ifitisapureriskandnotspeculative.Theinsuredmuststandachancetosufferfinanciallossiftherisk
occursandnogainifitdoesnotoccur

d)Ifthelikelihoodofoccurrenceoftheriskispredictable.Thishelpstheinsurertocalculatethepremiums

e)Wheretheriskisnotcatastrophic.Ariskshouldnotbelikelytoaffectalargenumberofpeopleallatonce.
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f)Whentheriskisaccidentalbutnotdeliberate.Whentherisktobecoveredisnotundertheinfluenceeofthe
insured.

g)Ifthepersonwishingtoinsurethesubjectmatterofinsurancehasinsurableinterestinthatsubjectmatter,so
thathecansufferfinancialloss

h)Incasethevalueofthepropertytobeinsuredissignificantenoughtowarrantinsurance.Thishelpsto
calculatethesum insuredandpremiums

i) Wheretheriskislegallyvalid.Theriskinsuredagainstshouldnotviolatethelawsofthecountry.

Naming1mkjustification1mkotherwise (5x2=
10mks)

(b)Thefollowingbalanceswereextractedfrom thebooksofUnityEnterprisesasat30thJune,2016. Margin=
GP/Sales=25% of400,000=100,000

UnityEnterprises

ProfitandLossAccount

Fortheyearended30thJune,2016

Shs Shs

Discountallowed 6,000 Grossprofitb/d 100,000

Carriageoutward 3,000 Discountreceived 4,000

Insurancepremiums 4,000

Netprofit 91,000

104,000 104,000

8 ticks@ ½mark=4marks

UnityEnterprises

BalanceSheet

Asat30thJune,2016

Fixedassets Shs Capital Shs 340,000

Premises 300,000 Add:Netprofit 91,000

Fixturesandfittings 200,000 431,000

TotalFixedassets 500,000 Less:Drawings 14,000

Owner’sequity 417,000

CurrentAssets Long-term liabilities
Stock 8,000 Bankloan 23,000
Debtors 12,000 Currentliabilities
CashinHand 10,000 Creditors 40,000
Currentassets 30,000 Bankoverdraft 50,000

520,000 520,000
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16ticks@ ½mark=8marks

3(a)Explainfiveproblemsfacedbyacountywithabigpercentageofayouthfulpopulation.
(10mks)

a) Lessexpenditureonsocialsecurityandpension:youngpeoplearehealthythusdonotrequirealotof
attentionandalotofmedicalcare

b) Widermarketforgoodsmeantfortheyouthlikeclothing:thisencouragesmoreinvestmentsintextile
industries

c) Guaranteedcontinuoussupplyoflabour:manyyouthshavetheskillsrequiredintheindustries
d) Flexibilityandadaptabilitytotechnologicalchangeswhichimproveproduction:moreprogressiveeconomy.
e) Fastergrowthofsomesectorslikemusic,entertainment,fashiondesign,etcandfastfoodindustrieshence

moreeconomicgrowth.
f) Increasedinnovationduetotheiradventurousnature:youngpeoplearemoredynamichencemore

advancement
Naming1mkjustification1mkotherwise (5x2=
10mks)

(b)Explainfiveexternalfactorsthatanentrepreneurneedtoconsiderwhenevaluatingabusinessopportunity.
(10mks)

(i) Profittobeearned/returnfrom investment:Thereshouldbeareasonableprofitfrom theinvestment/in
ordertocoveralltheoperationexpenses.

(ii) Existingattitudes/practices/beliefsofthetargetmarket:Thenewproduct/service/businessideamustbein
linewiththepeople’sattitudes/practices/beliefsofithastobeaccepted/hencemarketed.

(iii) Technology:Thetechnologytobeusedinproducingtheproduct/offeringtheserviceshouldbe
efficient/cost-effective/available/toproducedeniedquantity/quality.

(iv) Size/availabilityofthemarket/demand:Shouldbeadequate/sustaintheendofoutput/ensure/saleof
products.

(v) Governmentpolicy/legalrequirements: Shouldbefavourable/easytobemet/tooperatesmoothly
(vi) Channelofdistribution:Thiswillensurethatproductisavailableinthemarket/sothatconsumersbuyit

whentheydecideto/shouldbeavailable/effective/affordable
(vii) Competition:Itshouldbefair/healthy/capabletocopewith
(viii) Capital:Shouldbeadequatetostart/operate/run/easytosource/raise
(ix) Input/supplies:Shouldbereadilyavailable/affordableforcontinuousoperationsacceptexamplesofinputs

asmentioned.
(x) Risksinvolved:shouldbeminimal/manageable/bearable
(xi) Managementskills:Whethertheownerhasthem/canhire.
(xii) Pay-backperiod:Durationofgettingbacktheamountinvestedshouldbeconsidered

Naming1mkjustification1mkotherwise (5x2=
10mks)

4(a)usingadiagram explaintheeffectsofapositiveshiftofademandcurveontheequilibrium point,priceand
quantity.

Do

Pe1

D1

Do

D1

Peo

E1

So

So

Qeo Qe1

Eo

Price

Quantity
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16ticksx½=8mks
Explanation:
Theincreaseindemandshiftsthedemandfrom DoDotoD1D1

Thiscausestheequilibrium pointtomovehigherform E0toE1

Equilibrium pricetoincreasefrom PeotoPe1

Equilibrium quantitytoincreasefrom QeotoQe1 (4x½=2mks) Total(10marks)

(bREQUIRED:Prepareadulybalancedthreecolumncashbook.(10mks)
TwigaEnterprises

THREECOLUM CASHBOOK
Dr. Forthemonthended30thApril2016 Cr.

Date Details LF Disc
Alld

Cash Bank Date Details LF Disc
recd

Cash Bank

2014 2014
April April

1 Bal b/
d

150,000


1 Bal b/
d

54,000

3 Sales 114,900


10 Salaries 35,400

4 Debtor 20,000


380,000


15 Creditors 4,500


145,500


22 Pengo 5,400 84,600 24 Cash C1 120,000


24 Bank C 120,000


30 Bank C2 423,300


26 Sales 90,000 30 Bal c/
d

10,800 573,800


30 Cash C2 423,300


25,400


469,500


893,300 4,500


469,500 893,300

20X½ =10mks
5(a)Highlightfivebenefitofdelocalizationoffirmsinaneconomy. (10mks)

a) Createsemploymentinruralareas:jobopportunitiesarecreatedfortheruralmassesthatwouldhave
otherwiseremainedwithoutwork

b) Bringsdevelopmenttoruralareas:areaswithoutinfrastructurewillbedevelopedinordertoattractinvestors

c) Createsmarketforgoodsinruralareas:agriculturaloutputwouldbedisposedtotheindustriesasraw
materialsforthefactoriesandasfoodforworkers

d) Reductioninruralurbanmigration:morepeoplewillfindjobsinruralareasotherthangoingtoworkintowns

e) Achievementofbalancedregionalgrowth:ruralareasaredevelopmentintermsofinfrastructure,factories,
ensuringgrowthinthoseareas

f) Maximum utilizationofresources:resourcesthatwouldhaveremainedidleareexploitedtoprovidethe
requiredrawmaterialstotheupcomingindustriesinruralareas.

g) Eliminatespollutioninurbancenters:factoriesthatwouldbeproducingnoise,smoke,andotherwastesin
townswillbefarawayfrom towns.

h) Securitywillbeimprovedinruralareas:governmentwillberequiredtoenhancesecurityforthebenefitof
citizens

i) Notpronetoterroristattacksasiscommoninurbanareas

Naming1mkjustification1mkotherwise (5x2=
10mks)

(b)Outlinefivedifferencesbetweenacooperativesocietyandaprivatelimitedcompany. (10mks)
Cooperativesociety Privatelimitedcompany
a) Minimum oftenmembersandno (a)Minimum oftwoshareholdersandamaximum
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maximum offifty
b) ManagedbyanelectedManagement

Committee
(b)ManagedbyanelectedBoardofDirectors

c) Allmembershaveacommoninterest/
bond

(c)Shareholdershavediverseinterests/nobond

d) Registeredwiththecommissionerfor
cooperatives/operateunderaministry

(d)Registeredwiththeregistrarofcompanies/
operateindependently

e) Nonprofitmakingbody (e)Aimsatprofitmaking
f) Offereducationtotheirmembers (f) Donotofferanyeducationtoshareholders
g) Nomemberscanownmorethan5%ofthe

totalsharecapital
(g)Ashareholdercanbemajorityshareholder

h) GovernedbyaConstitution/By-laws (h)Governedbyamemorandum ofassociation
i) Manycreditfacilitiestotheirmembers (i) Donotoffercreditfacilitiestotheshareholders

Pointsmustmatchproperlytoattractatickfor2markseach
6(a)Explainfivewaysofcontrollingcostpushinflation. (10mks)

a) Reducingtaxoninputsinproductione.g.rawmaterialswhichhadtheeffectsofincreasingthecostof
productionsoastolowertheendproductprices.

b) Useofpricecontrols–wherethegovernmentsetspricelimitbeyondwhichvariouscommoditiesshouldnot
sellatsoastohavelow/fairpricesofgoodsandservices.

c) Restrictingimportsonfactorsthattheirpricesmayhaveincreasedduetoimportedinflationorlookingor
alternativesourcesofsupplytoreducethefactorcost.

d) Controllingwagesandsalaries/costoflabour-whichmayhaveledtoincreasedcostofproductionhencelow
pricesforgoodsandservices

e) Subsidizingthecostofproduction-bythegovernmentmeetingpartoftheproductioncostandtheproducer
willextendtoconsumersthroughreducedprices.

f) Improvingefficiencyofproduction–toavoidwastageinproductionandimprovingtherateatwhichgoodsare
produced.
Naming1mkjustification1mkotherwise (5x2=
10mks)

(b)Explainfivecharacteristicsofeconomicresources. (10mks)
(a)Scarcity/limitedinsupply,theyarefoundinsmallquantitiescomparedtothemanyusesintowhichthey

havetobeput/hencenotsufficienttosatisfyallhumanwants
(b)Monetaryvalue.Theyhaveaprice/rewardattachedtothem /whichhavetobepaidfortheiruse/transfer/

forrecording
(c)Uneven/unequaldistribution.theyarenotdistributeduniformlyinthesociety/hencesomepeople/regions

/countrieshavemoreotherresourcesthanothers
(d)Combinability/complimentality.theycabeusedindifferentproportionstoproducegoods/services/they

canbeusedjointly
(e)Usefulness/haveutility.Theyareusedtosatisfyhumanwants/toproducegoods/services
(f) Transferability/theymaybetransferred/from onepersontoanotherintermsofownership/possession
(g)Multipurpose.havealternativeuses
(h)Mobility/somecanbemovedfrom oneregion/placetoanothergeographically
(i) Exhaustibility/Renewability someresourcesgetdepleted/finished/restored/recycled/regenerated.

Naming1mkjustification1mkotherwise (5x2=
10mks)
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KANGEMA
565/1
BUSINESSSTUDIES
Paper1
July2018
Time2hours

1. Highlightfourwaysinwhichafirm canimproveproductivityofitshumanresources. (4
marks)
2. Outlinefourpossibleconsequencesofpoorarrangementofgoodsinawarehouse. (4
marks)
3. Therearemissingfiguresinthetablebelow. (4marks)

 

Calculate:
i. W =....................................................................................................................................................
ii. X=...................................................................................................................................................
iii. Y=....................................................................................................................................................
iv. Z=....................................................................................................................................................

4. Statefourreasonswhyconsumershavetomakeachoicewhensatisfyingcompetingwants. (4
marks)
5. Statefourfactorsthatwouldinfluencetheamountofmoneythatanindividualmayholdfor

transactionpurposes. (4marks)
6. Outlinefourcircumstancesunderwhichaninsurancecompanymayrefusetocompensatetheinsuredin
timesofloss. (4
marks)
7. Statefourerrorsthatmaynotaffectthebalancingofatrialbalance. (4
marks)
8. OutlinefourfunctionsoftheKenyaBureauOfStandards(KEBS). (4marks)
9. Theinformationgivenbelowwasextractedfrom thebooksofKamboTraderson31StMay2016.

Kshs
Purchases 260,000
Openingstock 75,000
Carriageonpurchases 12,500
ClosingStock 27,500
Goodsweresoldatamarginof25%.
Usingtheinformationprovidedabove,prepareKambotradingaccountfortheperiodended31stMay2016.

(5marks)
10. Outlinefourdifferencesbetweenamonopolyandamonopolisticcompetition. (4
marks)
11. Nameanythreeequipmentthatareusedindocumentreproductioninanoffice. (3
marks)
12. OutlinefourreasonswhysavingsandcreditCo-operativeSocietiesarebecomingverypopularinKenyatoday.

(4
marks)
13. NamethedocumentsdescribedbythestatementsgivenbelowasusedinInternationaltrade. (4
marks)

a. Requestsforpaymentbeforegoodsaredelivered...........................................................................
b. Showsownershiportitleofimportedgoods...................................................................................
c. Showthecountryofmanufactureofgoods......................................................................................
d. Showthetransportchargesforgoods...............................................................................................

14. ThefollowingbalancesofassetsandliabilitieswereprovidedbyNjoguEnterpriseson
31stDecember2017.

Shs.
Bankoverdraft 160,000
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Land 400,000
AccruedElectricitybill 100,000
Stock 20,000
Debtors 40,000
DrawingofShs4,000weremadeeverymonthduringtheyear.Prepareabalancesheetasat31stDecember

2017. (4
marks)
15. Mentionfournon–taxinternalsourcesofrevenuetothegovernment. (4
marks)
16. Abusinessopportunitymayexistwheretherearecertaingapsinthemarket..Highlightfoursuchgaps. (4
marks)
17. Outlinefourcircumstancesunderwhichatradermaychoosetotransporthisgoodsbyair. (4
marks)
18. StatefourusesofNationalincomestatistics. (4marks)
19. Highlightfourfeaturesofmailordershopsinhometrade. (4
marks)
20. Outlinefourreasonswhyafirm maychoosetoremainsmall. (4
marks)
21. Statefourlimitationsofusinginternetasameansofcommunicationdespiteitspopularityintheworldtoday.
(4marks)
22. Distinguishbetweenthefollowingtermsasusedinpopulation.

a.Immigrationandemigration. (2marks)
b.Decliningpopulationandunderpopulation. (2marks)

23. Outlinefourreasonswhyethicalpracticesarenecessaryinproductpromotion. (4
marks)
24. HighlightfourproblemsthatKenyamayexperienceinimplementingitsdevelopmentplans. (4
marks)
25. Listfourfactorsthatcancausedemandpullinflation. (4marks)
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KANGEMA
565/2
BUSINESSSTUDIES
Paper2
July/August2018
Time2½hours

AnsweranyFIVEquestions.
1. a. Describeanyfivefeaturesofeconomicresources. (10
marks)

b. Explainfivedisadvantagesthatacountrymayexperiencefrom imposingtraderestrictionsontrading
partners. (10
marks)
2. a. Explainfivedifferencesbetweenapubliccooperationandaprivatelimitedcompany. (10
marks)

b. Thefollowinginformationwasextractedfrom thebooksofKematradersasat31stDec2009
BankLoan 567000
BankLoaninterest 1440
Capital 1680000
Closingstock 87000
Creditors 272400
Debtors 140280
Discountallowed 170400
Electricity 30240
Furniture 489804
Furniturerepairs 86436
Grossprofit 624720
Maintenanceonpremises 72000
Motorvehicle 1080000
Motorvehiclemaintenance 360000
Premises 648000
Rentreceived 144000
Sundryexpenses 122520

Prepare:
i. ProfitandlossaccountforKematradersfortheyearended31stDec2009.
ii. Balancesheetasat31stDec2009. (10

marks)
3. a. Highlightfiveproblemsencounteredwhenmeasuringthenationalincomeofacountry. (10
marks)

b. Explainfivelimitationsabusinessthatreliesontheuseofmotorcycletransportislikelytoencounter.
(10

marks)
4. a. Explainfivequalitiesofasuccessfulsalesperson. (10
marks)

b. Withtheaidofawelllabelleddiagram,explaintheeffectsontheequilibrium ofanincreaseinthe
supplyof carrotswhilethedemandremainsconstant
(10marks)

5. a. On1stJune2014,KinyuahadShs.110,000cashandShs.500,000atbank.Duringthemonth
thefollowingtransactionstookplace;

June2 :Cashsalesbankedsh.70,520
June5 :Boughtfurnitureincashsh9000
June10 :PaidJoshua,acreditorsh.188000bychequeinfullsettlementofhis

accountafter deducting6%cashdiscount.
June12:Receivedachequeofsh117,600from Jumaafterallowinghim acashdiscountof

sh.2,400.
June15:Paidsalariessh.68000cash.
June20:Withdrewsh.100,000from bankforofficeuse.
June29:Awino,adebtorpaidheraccountofsh.150000bychequeless10%cashdiscount
June30:Depositedallthecashintothebankexceptsh.27400.

Required:a.Prepareathreecolumncashbookandbalanceitoff. (10
marks)

b.Explainfivebenefitsthatwouldaccruetoacountrythatencouragesentrepreneurship. (10
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marks)
6. a.usingasuitablediagram,explainthehabitsofsellersinanoligopolymarket. (10
marks)

b.Outlinefivefeaturesofanefficienttaxsystem. (10marks)
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KANGEMA
FORM FOURENDOFSECONDTERM EXAM
KenyaCertificateofSecondaryEducation
BUSINESSSTUDIES

Paper-565/1
July-2018
MARKINGSCHEME

1. Waysinwhichafirm canincreaseproductivityofitshumanresources. (4marks)
a.Givingjobsecurity.
b.Givingjobdescriptionsasperones’qualification.
c.Organizingstaffparties.
d.Respectingworkers’rightssuchastradeunionmembership
e.Accordingworkersgoodworkingconditions.
f.Givingworkersgoodremuneration.
g.Givingworkersrelevanttoolsandequipment.
h.Providingappropriatetraining.
(4×1=4marks)

2. Possibleconsequencesofpoorarrangementofgoodsinawarehouse. (4marks)
a.Wastageofspace.
b.Timewastingwhengoodsaretobereleased.
c.Possibledamageandbreakagesofgoods.
d.Hardtodetectlossofgoodsthroughtheft.
e.Hinderfreemovementoflabour.

3. W =155,000
X =73,600
Y=138,600
Z=335,620 (1markeachmax4)

4. Reasonswhyconsumershavetomakeachoicewhensatisfyingcompetingwants. (4
marks)
a.Scarcityofresources/Limitedresources.
b.Differencesinpricesofproducts.
c.Consumershavedifferenttastes/preferences/fashions.
d.Governmentpolicyonconsumptionofgoods.
e.Humanwantsareunlimited.

(4×1=4marks)
5. Factorsinfluencingamountofmoneyindividualmayholdfortransaction. (4

marks)
a.Individuallevelofincome.
b.Individualspendinghabits.
c.Productprices.
d.Creditavailability.
e.Intervalbetweenreceivingofincomes.

(4×1=4marks)
6. Circumstanceinwhichinsurancemayrefusetocompensate. (4marks)

a.Whenlossariseduetoactsofnaturee.gearthquakes.
b.Wheninsureddidnothaveinsurableinterest.
c.Wheretherewasnoutmostgoodfaithy.
d.Incaseoflateclaim notdonewithinstipulatedtime.
e.Wherelossoccurbydeliberateactionofinsured.
f.Wherelossdidnotarisedirectlyfrom insuredrisksthusnoproximatecause.

(4×1=4marks)
7. Errorsnotaffectingbalancingoftrialbalance. (4marks)

a.Erroroftotalomission.
b.Errorofcommission.
c.Erroroforiginalentry.
d.Errorofprinciple.
e.Errorofcompletereversalofentries.
f.Compensatingerrors.

(4×1=4marks)
8. FunctionsofKEBS. (4marks)

a.Setnationalqualitystandardsandensurecommoditiessoldmeetthestandardsthroughregular
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inspections.
b.Prosecute/taketocourttraderswhoviolatestandards.
c.Carryouttestingofmeasuringandweighingequipmenttoensuretheyareaccurate.
d.Putstampsofapprovalonproductsthatmeetsetstandards.

9. KamboTraders
Tradingaccount
fortheyearended31may2016

 
 
 
 
 
 
 
 
 
 
 
  
10. Differencesofmonopolyandmonopolisticcompetition.
 

11. Equipmentsusedtoreproducedocuments. (3marks)
a.Photocopier/photocopyingmachine.
b.Stencilduplicator.
c.Printer. 3×1=3marks

12. WhySaccosarebecomingpopular. (4marks)
a.Encouragememberstosave.
b.Provideloanstomembersandatalowinterestrates.
c.Providedividendstomembers.
d.Loanswrittenoffincaseamemberdies.
e.Members’savingsdoubledandpaidtobeneficiariesincaseamemberdies.
f.SomeSaccoshavefrontofficeservicewheretheyprovidebankingfacilitiestomembers.
g.Advice/educatemembersontherightsandcooperativeactivities.
4×1=4marks

13. Documentsdescribed. (4marks)
a.Proformainvoice
b.Billoflading.
c.Certificateoforigin
d.freightnote

4×1=4marks
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14. NjoguEnterprises
Balancesheet

asat31stDec.2017
 

½×8=4marks

15. Nontaxinternalsourcesofrevenuetogovernment. (4marks)
a.Finesimposedbycourtonoffenders.
b.Rentandratespaidforuseofgovernmentproperty.
c.Licensefeepaidbybusinesses.
d.Profitsanddividendsfrom governmentinvestments.
e.interestsearnedonloansadvancedbygovernment.
f.Proceedsfrom saleofgovernmentproperty.

4×1=4marks
16. Marketgapsresultingtobusinessopportunity. (4marks)

a.Productgapwhenneededproductsarenotavailableatall.
b.Quantitygapwhenneededproductsarenotenough.
c.Pricegapwhenconsumersareovercharged.
d.Poorqualitygapwhenpoorqualityproductsarebeingsold.
e.Poorservicegapwherepoorservicesarebeingrendered.

4×1=4marks
17. Circumstancesofusingairtransport.

a.Wheregoodsareurgentlyrequired.
b.Wheregoodsareperishable.
c.Ifgoodsarefragile.
d.Ifthedistanceislong.
e.Ifairtransportisaffordable.
f.Wheregoodsareexpensive/highlyvalued.
g.Wheresafetyiscrucial.
h.Wheretherearenoothermeansoftransport.

4×1=4marks
18. Usesofnationalincomestatistics.

a.Measurestandardofliving.
b.Comparestandardoflivingindifferentyearsandindifferentcountries.
c.Influenceinvestmentdecisions.
d.Helptoplantheeconomy.
e.Attractforeignaid

4×1=4marks
19. Featuresofmailordershops.

a.Operatefrom adesignatedofficewithawarehouse.
b.Receiveordersfrom customersthroughmail.
c.Packgoodsanddeliverthem tocustomersthroughmails.
d.Customersmakepaymentsthroughcashwithorder.
e.Usuallynocontactbetweensellerandbuyer
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f.Advertisetheirgoodsthroughdistributingcataloguestopublicandthroughmassmedia.
g.Customersarespreadinandoutsidethecountry.

4×1=4marks
20. Reasonswhyafirm maychoosetoremainsmall.

a.Ownersdecisiontoremainsmall.
b.Iftargetmarketislimitedorsmall.
c.Inadequateappropriatetechnology.
d.Smallfirm isflexible.
e.Dependingonnatureofproductoffered.
f.Duetolimitedproductioncapacity.

4×1=4marks
21. Limitationsofusinginternetasmeansofcommunication.

a.Expensivetooperate/access
b.Requiresconstantchargingofgadgetsused.
c.Affectedbylackofnetworklink.
d.Pronetoattacksbyfraudsters/hackers.
e.Requiresknowledgeandskillstooperate.
f.Mosthardwaresusedareexpensivetoacquire.

4×1=4marks
22. Distinguishingbetween:

a.Immigrationandemigration.
Immigrationismovingintoanareawhileemigrationismovingawayfrom anarea.(2marks)

b.Decliningpopulationandunderpopulation.
Decliningpopulationisapopulationthatiscontinuouslyreducingwhileunderpopulationis(2marks)
apopulationthatisbelowoptimum population.

23. Outliningwhyethicalpracticesarenecessaryinproductpromotion.
a.Improvesbusinessimage.
b.Maintainmoralityofsociety.
c.Ensurefaircompetitionamongbusiness.
d.Protecttheenvironmentfrom degradation.
e.Ensurebusinesscomplywiththelaw.
f.Ensurethatconsumers’interestsareprotected.

(4×1=4marks)
24. ProblemsthatKenyamayexperienceinimplementingdevelopmentplans.

a.Overambitiousplans
b.Lackofpoliticalgoodwill.
c.Lackofadequateandskilledpersonnel.
d.Inflation
e.Lackofcooperationamongtheexecutingparties.
f.Relianceondonorfunding.
g.Failuretoinvolvelocalpeopleinplanning.
h.Naturalcalamitiese.g.floods,droughts,epidemicse.t.c.
i.Lack/Inadequateskilledpersonnel.
j.Insufficient/Lackofenoughfunds.

(4×1=4marks)
25. Factorsthatcancausedemandpullinflation.

a.Increaseinmoneysupplyduetocreditcreation.
b.Increaseindisposableincomeduetolesstaxesorhighwages.
c.Increaseinexportsattheexpenseofdomesticsupply.
d.Increaseinpopulation.
e.Shortagecausedbybadweatherconditionsorhoarding.
f.Decreaseinimportsduetorestrictions.
g.Prolongedindustrialunrestleadingtolowoutput.
h.Increaseingovernmentspending.
i.Increasedcommunityspendingduetohighspeculationsoradvertising.

(4×1=4marks)
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KANGEMA
FORM FOURENDOFSECONDTERM EXAM
KenyaCertificateofSecondaryEducation
BUSINESSSTUDIES

Paper-565/2
July-2018

MARKINGSCHEME
1. a.Featuresofeconomicresources.

i.Arelimitedinsupply/scarce-Notenoughorreadilyavailable.
ii.Havemoneyvalue-Canbeexposedinmoneyterms
iii.Qualitycanbeimproved-Canbemadebetter.
iv.Canbecombinedwithothersinvariousproportionsforproductionofgoodsandservices-notnecessarily
usedalone.
v.Areunevenlydistributedfrom regiontoregion,countrytocountryorcommunitytocommunity- Somehave
more,others lessothersnone.
vi.Haveabilitytocreateutilitywhencombined-Canbecomeusefulinsatisfyinghumanwantswhencombined.
vii.Canbetransferredfrom onepersontoanother-Canchangeownership.
viii.Mosthavevarioususes-Canbeusedformorethanonepurpose. Max 10marks
b.Disadvantagesoftraderestrictions.
i.Reducedcompetition-Leadstolowqualitygoods/services.
ii.Reducedeconomicgrowth-Investmentsaregreatlyreduced.
iii.Loss/reducedgovernmentrevenue-Importandexportdutiesnotearnedduetorestrictionsintrade.
iv.Increasedunemployment/leadstolowstandardsofliving.Thisiscreatedbythereducedtradingactivities
v.Reduced/limitedmarket-Leadstowastageofgoodsproduced/underexploitationofavailable
resources/reducedproduction.
vi.Encouragessmuggling/blackmarketing/leadstolossofrevenue.
vii.Poorrelationsamongnations-mayleadtoconflicts/frictionsamongnations.
viii.Reducedvariety/limitedsupplyofgoodslimitsconsumerchoice.

2marksforeachwellexplainedpoint
Mention1,qualification1

Otherwise2marks
2. a. Differencesbetweenpublicco-operationandprivatelimitedcompany.
 
 

(10×½=5marks)
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b.KemaTraders
Profitandlossaccount

fortheperiodended31stDec2010
 

Kematraders
balancesheet

asat31stDec.2010
 

-Timemustbe‘asat’foracandidatetoscore.
-Wrongnetloss/profitcorrectlybroughtdowninthebalancesheetaward.
-Penalizeforforeignitemsinthebalancesheet(ü)peritem

3. a. Problemsencounteredwhenmeasuringthenationalincomeofacountry.
i.Itsnoteasytoestimatetheamountofdepreciationhencewrongfiguresareusedsincepricesofgoodsmay
varytimetotime.
ii.It’snoteasytoestimatethevalueofsubsistenceoutputsincetheyarenotexchanged/priced.
iii.Doublecountingmayoccurwhenusingeitherincomeoroutputapproach/difficultindistinguishing primary
andintermediateinput.
iv.Individuals/firmsmaynotgivecomplete/accuratedata/poorrecordkeeping/unavailabilityofdata will
thereforecreate difficultiesinvaluation.
v.Therearisesproblem ofwhattoincludeandnottoincludeinthenationalincomestatisticstherefore
importantitemsmay beleftoutorlessimportantitemsincluded.
vi. Problemsofvaluinggovernmentoutputsinceitisnotsoldinthemarkete.gbursariesawarded.
vii.Inadequatefinance/capitaltobeusedincompilingdatamayhampertheprocessofcollecting/

gatheringstatisticalinformation.
viii.Inadequatequalifiedpersonnelthusprocessofcollectingstatisticalinformationaffected/wrong

informationprovided.
Mention 1 mark Explanation1 markmax10marks

3. b. Limitationsofabusinessthatreliesontheuseofmotorcycletransport.
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i.Limitedcarryingcapacityofabusinessproducingbulkygoodsandthosewithalotofmass.
ii.Thismeansoftransportispronetobadweatherconditionsespeciallyheavyrainslimititsuse

Onmuddyroads.Thereislossoftimeasonesheltersquiteoftenduringrainstoavoidgoodsspoilage.
iii.Itisnotconvenientoverlongdistancesasthisislikelytomakeitmoreexpensiveintermsoffuel

usedandtiresome.
iv.Thewearandtearonamotorbikeishigherespeciallywhereithastoliftheavyloads.Thisincreasesthecost
ofmaintenance.
v.Trafficreportsandstudiesonourroadsrevealthatthisform oftransportispronetoaccidentsascompared
toothermeansoftransport.Thiswouldimplylossestothebusinessmen.

Mention1 mark
Explanation1markmax2marksforeachpoint

4. a.Qualitiesofasuccessfulsalesperson.
i.Attractivepersonality-Shouldbewelldressedandsmart.
ii. Honestandsincere-Shouldbetruthful.
iii.Abilitytostudycustomer'spsychologysoastoestablishtheirfeelingsandexpectations.
iv.Fairlevelofeducation-toavoidintimidationbymoreeducatedprospects.
v. Havegoodcommunicationskills-beabletousevariousformsofcommunication.
vi.Havegoodlanguagecommand-Goodchoiceoftheappropriatelanguagetouseindifferentcircumstances.
vii.Bepersuasiveandtactful-beabletoconvinceandattractcustomers.
viii.Politeandcautious-Shouldhaverespecttoothers.
ix. Clearknowledgeabouttheproductbeingpromoted-beabletoanswerquestionsfrom prospective
customersexhaustively.

(Mention1mark,otherwise2marks)
b.Effectsofanincreaseinsupplyofcarrotswhiledemandremainsconstant.

 
 

Whensupplyincreasesmorethanbefore,thereisashifttotherightüfrom S0S0toüS1S1.Thislowerstheprice
from P0toP1andquantityincreasesfrom q0toq1.

20×½=20marks
WithoutlabelingP0P1,Q0Q1don'taward
IntersectionwithoutlabelingE0,E1give.

5. a.Kinyua
Threecolumncashbook
ForthemonthofJune2014
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20×½=10marks

-Detailsmustberightinthegivenentry.
-Attempttobalancethediscountcolumn,denythetickforthetotalsbothsides
-iftherearenodatesatall,markanddeducttoamaximum of2marks.
-Ifcashandbankcolumnsarenotlabeled,awardnomarksintherespectivecolumns.
-Ifthecandidatecomesupwithtwosinglecolumncashbooks,markthefirstone.Thesecondoneisrubric
b.Benefitsthatwouldaccruetoacountrythatencouragesentrepreneurship.
i.Employmentcreation-Morejobscreatedreducingproblemsofunemploymentasupcomingentrepreneurs
employselfand absorbotherincomingjobseekers.
ii.Useoflocalresources-Resourceslikescrapmetalsandwastepaperswhichwouldhaveremained unused
willbe economicallyusedbyentrepreneurs.
iii.Promotegrowthoftechnology-beingcreativeentrepreneurscomeupwithnewandbetterproduction
methodsremittingto improvedproducts.
iv.Reducerural-urbanmigration-Asentrepreneurssetupbusinessenterprisesinruralareasand remitlocal
people, movementtourbanareaslikeNairobireducesaddressingproblemslikehighcrimerateandpoor
housinginthetowns.
v.Reduceimportationhencereducingforeigndomination-theentrepreneursmayproducegoodswhich

werepreviouslyimportedthusacountryimportless.
vi.Capitalformationenhanced-Entrepreneursareabletoimmersealotoffundsfrom theirincomewhichis
usedtostartmanyotherdevelopmentprojects.
vii.Promoteentrepreneurialculture-entrepreneursareabletoactasrolemodelswhentheybecome

Successfulbusinessmen/womeninthesocietywhereotherpeoplewilltendtoemulatethem.
viii.Improvedlivingstandards-Theearningthatpeoplegetsfrom theproductionactivitiesimprovestheirways
oflife.

6. a.Habitsofsellersinanoligopolymarket.
 

 
  i.Kinkeddemandcurveillustratestherigiditypricebehaviorsofoligopolists.

ii.Thecurvehastwoparts; ABslopesgentlywhileBCslopessteeply.
iii.Sellerscannotincreasepricefrom OP0toOP1becausethequantityboughtwilldecreasegreatlyfrom Q0toQ1.
iv.Sellerscannotreducefrom OP1toOP2becauseverylittleamountwillincreaseindemand.
v.SellerswillsticktopriceOP0becauseitisthemostprofitableandmostconvenienttobothsellersandbuyers.
(10×1=10marks)

b.Characteristics/featuresofanefficienttaxsystem.
i.Equity/fairness-taxmustbejust/peopleshouldpaytaxaspertheirincome.
ii.Certainty-Governmentshouldbesureoftheamount,timeandmannerofpayment.
iv.Economy-thecollectioncostshouldnotoutweightherevenuecollected.
v.Flexibility-Shouldbeeasilyadjustabletofitarisingissues.
vi.Elasticity-Shouldberesponsivetochangesinincome.
vii.Productivity/diversity-Shouldbeavarietyrangetonetmanytaxpayers.
viii.Simplicity-easytounderstand.
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KANDARA
565/1-BUSINESSSTUDIES–Paper1
FORM 4
ENDOFTERM 22018
TIME2HOURS

1.Outlinefourbusinessactivities
[4mks]

2.Statefourelementsofeconomicenvironmentthatmayinfluencetheoperationofabusiness
[4mks]

3.Highlightfourfactorsthatdetermineefficiencyofatransportsystem
[4mks]

4.Outlinefourfactorsthatcanleadtothesuccessofabusiness [4mks]
5.Highlightfourfactorstoconsiderbeforebuyingofficeequipment

[4mks]
6.Statefourcircumstanceunderwhichacreditnotecanbeissued

[4mks]
7.Indicatethebestdocumenttouseineachofthefollowingcircumstances

[4mks]
Circumstance Document

a. Toupdateacatalogue
b. Toreplytoaspecificletterofinquiry
c. Toshowthecontentinacontainer
d. Tocorrectanunderchargeinthe

invoice
8.Highlightfourfeaturesofaprivatelimitedcompany [4mks]
9.Outlinefourreasonsforgovernmentinvolvementinbusiness [4mks]
10. Outlinefourelementsofcommunication

[4mks]
11. Highlightfourfactorswhichmaylimittheeffectivenessofawarehouse

[4mks]
12. Highlightfourcontentsofaninsurancepolicy

[4mks]
13. Highlightfourcircumstancesunderwhichatradermayofferaftersalesservices.

[4mks]
14. Indicatethetypeofsupplyrepresentedbyeachofthefollowingstatement

[3mks]
a.Supplyoftwoormorecommoditiesthataresuppliedtogether……………………………………..
b.Supplyofaproductthatcanbesuppliedfrom morethanonesource……………………………………
c.Supplyofonecommodityleadstoareductioninsupplyofanotherbecausetheyusesimilarfactorsof

production…………………………………………………….
15. Highlightfourreasonswhyaproducermayprefertoestablishhisbusinessnearsourceofrawmaterial.

(4mks)
16. Statefourconditionsnecessaryforpricediscriminationinmonopolymarket

(4mks)
17. Outlinefourfactorsthatmaymakeaproducertobypassthewholesalerwhendistributinggoods.

(4mks)
18. Thediagram below showsthecircularflow ofincomeinatwosectoreconomy.Explainthemeaningof

arrowsA,B,C,andD
[4mks]

FIRMS

HOUSEHOLDS

A C B D
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19. Outlinefournegativeimplicationsofoverpopulationtoaneconomy.
[4mks]

20. Calculatethemissingfigures [4mks]
Assests Liabilities Capital
200,000 130,000

50,000 80,000
350,000 210,000

20,000 40,000
21. Thefollowingtransactionswereextractedfrom thebooksofJumaWholesalersLimited(2008)

Jan1:Soldgoodsoncreditworthkshs.400,000toShahTraders

Jan10:PurchasedgoodsworthKsh.600,000incash [4mks]

Required;recordtheabovetransactionsintotherelevant‘T’accounts

22. Outlinefourwaysthatthegovernmentcanusetopromoteexports
[4mks]

23. OutlinefourgoalsofdevelopmentinKenya.
[4mks]

24. Highlightfiveprinciplesofgovernmentexpenditure.
[5mks]

25. Outlinefourcircumstancesunderwhichcashwithordermaybeused
[4mks]
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KANDARA
565/2
BUSINESSSTUDIES
FORM 4TERM TWOEXAMINATION2018
PAPER2
TIME2HRS30MIN

ANSWERANYFIVEQUESTIONS
1a)Explainfivefactorsthatmaycontributetoefficiencyintheoperationsofawarehouse (10

marks)

b)Explainfivefactorsthatmaycausebusinesssuccess. (10
marks)

2a)Explainfivereasonsthatmayinfluenceabusinessmantoteam upwithotherstoform apartnership.
(10marks)

b)ExplainfivewayswhichKenyamayusetocontrolinflation. (10marks)

3.a)Explainfivebenefitsoftransporttoabusiness (10
marks)

b)Explainfivemethodsthatmaybeusedbyacountrytocontrolimportsfrom othercountries (10
marks)

4.a)Explainfivefeaturesofperfectcompetitionmarketstructure
(10marks)

b)Thefollowingbalanceswereextractedfrom thebooksofJubileeFlourmillson1stJuly,2013.

Shs

Equipment 300,000

Motorvan 450,000

Debtors 140,000

Creditors 180,000

Stock 120,000

Cash 70,000

Capital 900,000

Thefollowingtransactionstookplaceduringtheyearended30thJune2014.

(i)Boughtgoodsworthshs.40,000andpaidshs28,000cash.Thebalancewasstillowingbytheendoftheyear.

(ii)Soldequipmentworthshs80,000andreceivedshs50,000cash.Thebalancehadnotbeenreceivedbytheend
oftheyear.

(iii)Tookcashshs12,000from thebusinessestopayschoolfeesforaneedychild.
REQUIRED
PrepareJubilee’sbalancesheetasat30thJune,2014showingallitemsintherelevantclasses

(10marks)
5.a)Outlinefivecircumstancesunderwhichthesupplycurvewouldshiftoutwardstotheright.

(10marks)
b)Explainfiveservicesofferedbycommercialbanks

(10marks)
6.a)Explainfivebenefitstoapersonwhobuysgoodsfrom asupermarketratherthanfrom akiosk. (10
marks)

b)ThefollowingTrialbalancewasextractedfrom thebooksofMurang’aTraderson31stDecember2013.
Dr.Shs Cr.Shs
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Stock1/1/2013
Sales
Purchases
Carriageoutwards
Debtors
Creditors
Fixedassets
Bankoverdraft
Salaries
Returnsoutwards
Cashinhand
Generalexpenses
Returnsinwards
Capital

22,500

80,000
14,000
20,500

92,000

24,000

52,500
25,200
11,500

145,000

18,500

17,500

22,400

128,800

332,200 332,200

Stockon31/12/2013wasshs16,500
Prepare

i) Thetradingandprofitandlossaccountforthebusinessfortheyearended31stDecember2013
(7mark)

ii) Calculate

a)Margin (1mark)
b)Rateofstockturnover (1mark)
c)Returnoncapital (1mark)
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KANDARA
FORM 4
ENDOFTERM TWO2018
BUSINESSSTUDIESPAPERI
MAKINGSCHEME

1.Businessactivities [4mks]
-Extraction
-Manufacturing
-Processing
-Construction
-Provisionofservices
-Trading

2.Elementsofeconomicenvironmentthatmayinfluencetheoperationofabusiness [4mks]
-Levelofconsumersincomeanddistribution
-Levelofpricesandtrends
-Structureandlevelofsavings
-Debtpatternsandrepaymentabilities
-Creditavailability
-Structureoftaxationandlevels

3.Factorsthatdetermineefficiencyofatransportsystem [4mks]
-Speed
-Flexibility
-Safety
-Cost
-Reliability

4.Factorsthatcanleadtothesuccessofabusiness [4mks]
-Adequatecapital
-Availabilityofadequatelabour
-Propermarketingplans
-Useofmodernandappropriatetechnology
-Faircompetition
-Favorablegovernmentpolicies
-Politicalstabilityandsecurity
-Availabilityofmarket
-Goodcustomerrelations
-Availabilityofgoodinfrastructure
-Efficientuseofresources

5.Factorstoconsiderbeforebuyingofficeequipment [4mks]
-Cost
-Durability
-Availablespace
-Adaptability
-Availabilityofcomplementaryresources
-Effectonstaffmorale
-Possibilityofhiringinsteadofbuying

6.Circumstanceunderwhichacreditnotecanbeissued [4mks]
-Wherethebuyerhasbeenoverchargedduetooverpricingorduetocalculationerrorintheinvoice
-Wheresomegoodshavebeenreturnedduetodamage.
-wherethebuyerwaschargedforgoodsnotsupplied
-wheregoodsnotorderedforarereturned
-Wherethebuyerreturnsemptypackingcontainersforwhichhehadpaid.

7.
a)Pricelist
b)Quotation
c)Packagenote
d)Debitnote

8.Featuresofaprivatelimitedcompany
-Minimum membershipistwo
-Maximum membershipis50
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-Itdoesnotinvitemembersofthepublictobuyitsshares
-Itstartsoperatingafterreceivingacertificateofincorporation.
-It’ssharesarefreelytransferable
-It’snotrequiredbylawtopublishitstradingresultstothepublic.
-It’ssharescannotbequotedonthestockexchange.

9.Reasonsforgovernmentinvolvementinbusiness [4mks]
-Toensureprovisionofessentialgoodsandservices
-Toprovidegoodsandservicesthattheprivatesectorisunabletoprovideduetohugecapitalrequired.
-Toprovidegoodsandservicesthattheprivatesectorisunwillingtoprovideduetolowprofit.
-Tocontrolunfaircompetition
-Togenerateemploymentopportunitiesinthepublicsector
-Toraisegovernmentrevenue
-Topromotemoreequitabledistributionofnationalresources.
-Tosafeguardpublicinterestintheutilizationofnationalresources.

10.Elementsofcommunication [4mks]
-Source/sender
-Message
-Medium
-Receiver
-Response/feedback

11.Factorswhichmaylimittheeffectivenessofawarehouse [4mks]
-Unsuitablelocation
-Inadequatehandlingequipmentandmachines
-Limitedspace
-Lackofspecialfacilitiestocaterforspecialgoods.
-Untrainedunqualifiedstaff
-Inadequatesecurity
-Failuretocomplywithlegalrequirements
-Lackofproperrecordingsystem.

12.Contentsofaninsurancepolicy
-Thetypeftheinsurancetaken.
-Thesum insuredorsum assured
-Theriskcovered
-Thedurationofthecontract
-Theamountofpremium tobepaid
-Intervalsatwhichthepremiumswillbepaid
-Thecompensationtheinsuredisentitledincasehe/shesuffersaloss.
-Othertermsandconditionsdeemednecessaryandrelevanttotheparticularcontract.

13.Circumstancesunderwhichatradermayofferaftersalesservices.
-Ifthegoodsbeingsoldaretechnicalinnature.
-Incasetheproductisnewinthemarket
-Ifthecompetitionisverystiff
-Whenexpertiseintheinstallationoftheproductisrequired.
-Wherethemaintenanceoftheproductrequiresexpertise
-Iftheproductrequiresspecializedmeansoftransport.
-Ifit’sthebusinesspolicy
-Ifthegovernmentpolicyrequiresthatthetradergiveaftersalesservices

14.Typeofsupply [3mks]
-Joint
-Composite
-Competitive

15.Reasonswhyaproducermayprefertoestablishhisbusinessnearsourceofrawmaterial.
-Iftherawmaterialisbulky/heavy
-Ifhewantstoreducethecostoftransportingtherawmaterial
-Ifit’sagovernmentpolicy
-Iftherawmaterialisfragile
-Iftherawmaterialisperishable
-Ifthere’sstiffcompetitionfortherawmaterial.

16.Conditionsnecessaryforpricediscriminationinmonopolymarket



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|143

-Consumersmustbeindifferentmarkets
-Itsdifficulttobuytheproductfrom amarketwherethepriceislowandsellinamarketwherethepriceishigh.
-Productionoftheproductisinthehandsofamonopolistorcartel.
-Costofmaintainingtheseparatemarketsshouldnotbetoohigh.
-Theproductshouldnothaveaclosesubstitute
-Nocommunicationbetweenthetwomarkets.

17.Factorsthatmaymakeaproducertobypassthewholesalerwhendistributinggoods.
-Whentheproducerhashisownretailoutlets.
-Whentheproducerhasthefinancialabilitytodistributeproducts
-Whentheproducerisabletobreakthebulk
-Whentheproducerisabletopromotetheproductadequately.
-Whentheproducerisinapositiontoconductmarketresearch.
-Whentheproducerisinapositiontostoregoods.
-Whentheinfrastructureintheregionisproperlydeveloped.

18.
a.Factorsofproduction
b.Goodsandservices
c.Paymentforthefactorsofproduction
d.Paymentforthegoodsandservices.

19.Negativeimplicationsofoverpopulationtoaneconomy. [4mks]
-Shortageofsocialamenities
-Unemployment
-Inflationtendencies
-Shortageoffood
-UnfavorableB.O.P
-Lowsavings
-Lowinvestment

20. [4mks]
a.70,000
b.130,000
c.140,000
d.60,000

21.[4mks]

ShahTradersAccount

Sales 400,0000

PurchasesAccount

Cash 600,0000

Salesaccount

Shahtrader 400,000
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CashAccount

Purchase 600,000

22.Waysthatthegovernmentcanusetopromoteexports [4mks]
-Exportcompensationschemes
-Enteringintobilateralandmultilateraltradeagreement
-Customsdrawback
-Encouragingforeigninvestment
-Devaluationofthelocalcurrency.
-Creationofexportprocessingzones
-Exportcreditguaranteeschemes
-Takingpartininternationaltradefairsandexhibitions.
-Useofcommercialattaches
-Provideloansandcreditfacilitiestoexporters
-Diversificationofexportproducts.

23.GoalsofdevelopmentinKenya. [4mks]
-Alleviatepoverty
-Conservetheenvironment
-Reduceilliteracylevel.
-Diversifytheeconomy
-Reduceincomeinequalities
-Reduceunemployment
-Providefoodsecurity
-Providehealthfacilities

24.Principlesofgovernmentexpenditure [5mks]
-Optimum benefit
-Economy
-Sanction
-Equity
-Elasticity/flexibility

25.Circumstancesunderwhichcashwithordermaybeused [4mks]
-Whenthebusinessisbeingconductedthroughpost/mailorderbusiness
-Whenthebuyerisnewtotheseller
-Whenthebuyer’screditworthinessisindoubt.
-Whenit’stheseller’spolicy
-Whenthesellerneedsworkingcapital
-Whenthesellerdoesnotwanttoincurdebt.
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KARANDA
MARKINGSCHEME
BUSINESSSTUDIESFORM 4TERM TWO2018
Paper2(565/2)

1.a)Factorsthatcontributetoefficientoperationsofaswarehouse.
i)Proper/adequatehandlingequipmentallowsforeasyandsafehandlingofgoods

ii)Sufficientandproperlytrainedstaffimprovingtheperformance/management.
iii)Adequatesecurity–ensuregoodsaresafe/notstolen.
iv)Properrecordingsystem –Ensuresmonitoringofmovementofgoods/Toavoidfraud/losses.
v)Properlocation-foreasyaccess/facilitatemovementofgoods/workersinandoutofwarehouse.
vi)Properbuildingdesign/suitabletotypeofgoodsstored/accommodatemoregoods.
viii)Compliancewiththelaw–Noconflictwiththeauthorities/ensurescontinuousoperation 5x2=10mks

b)Factorsthatmaycausebusinesssuccess
1)Adequatecapitaltoexpandandrunthebusiness.
ii)Appropriateskillsinboththeownerandemployeesforefficientrunningoftheenterprise.
iii)Propermarketingplansinordertoincreasesales.
iv)Useofmodernandappropriatetechnologyfortheproductionofrightqualityandquantityofgoodsandor

services.
vi)Faircompetitiontoenablethebusinessaccessmarketsandsuppliesforthegoodsandservices.
vi)Favouritegovernmentpoliciestoencouragegrowthandinvestors.
viii)Appropriatepricingpoliciestoattractandencouragebuyingoffirmsproducts.
viii)Goodtimemanagementtotakeadvantageofavailableopportunities.
ix)Properplanningsothatappropriatestrategiescanbedevelopedtoaccommodateunexpectedchanges.
XAvailabilityofgoodinfrastructureforthe
ViiProductionofgoodsinshortagetokeeppacewithrisingdemand.
Viii(Restrictingexportofgoodinshortagebybanningexportofsuchcommodities.
Businesstoaccessmarketsandinputs

2.a)Benefitsofformingapartnership
I)canraisemorecapitalsinceitiscontributedbypartners.
ii)Makebetterdecisionsduetoconsultations.
iii)Varietyoftalents/experienceleadingtobettermanagement/businessperformance.
iv)Partnerssharelosses/liabilitiesthusreducingburdenoneachofthepartners.
v)Easyformationasitrequireslesslegalformalities/registrationisnotcomplicated.
vi)Encouragesspecializationasapartnerisassigneddutiesaccordingtohistalent/whereheisbestsuited.
Vii(Partnersshareresponsibilitiesofrunningthebusinessthusnosinglepartnerisoverworked.
Viii)Enjoysminimalgovernmentinterferencethusallowssmoothrunningofthebusiness.

b)Waysofcontrollinginflation
i)Useofmonetarypoliciestoreducetheamountofmoneyavailabletocustomers/incirculation.
ii)Useoffiscalpoliciesbyincreasingincometaxestoreduceamountavailableforcustomerstouse.
iii)Restrictionofimportofoverpricedproducts.
iv)Useofwagepolicestocheckincreaseofwagesthatcouldleadtospiralinflation.
v)Pricecontrolbysettingpriceceilingsbeyondwhichthegoods/servicesshouldnotbecharged.
vi)Useofbufferstocktosustaingoodsduringtimesofshortages.
vii)Totalbanofimportationofsomeproducts.

3.a)Benefitsoftransporttoabusiness
i)Creatingawidemarketforproductionbyenablingproducerstoaccessmanydifferentgeographical

areas/customersin differentgeographicalareas.
ii)Encouragesmassproductionduetothewidemarketcreated.
iii)Disposingoffsurplus/avoidingwastagesurplusgoodsaredisposedbytakingthem toareaswheretheyare

required.
iv)Increasingutilityofproducts–bymovinggoodsfrom productionpointstoconsumptionpoints(placeutility).
v)Promotesspecialization–producersconcentrateinproducingactivitieswhileothertradersassistindistributing

goods.
Vi)Createdemployment–peopleareemployedinthetransportsectorthushelpingtoreduceunemploymentrate.
vii)Improvingstandardsofliving–byenablingconsumerstogetawidevarietyofproducts.

b)Measuresthatmaybetakentoreducethevolumeofimports
i)Imposingorincreasingimportduty.
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Throughimposingorincreasingimportduty,importedgoodsbecamemoreexpensiverelativetothelocally
producedgoodsthusreducingdemandforimportedgoods.

ii)Imposingquotesifloweredreducestheamountofgoodsimported.
iii)Foreignexchangecontrol.
Thegovernmentmayrestricttheamountofimportsbylimitingforeignexchangethatisallocatedtotheimportation

ofgoods.
iv)Administrativebottlenecks

Thegovernmentmayputinplacecumbersomeandcomplicatedproductstobefollowedbythosewhowishto
importandin thiswaysomeimportersmaygettiredandhencegiveup.

v)Settingofthestandardsofproductstobeimported.
Subsidiesonlocallyproducedgoodstodiscourageimports.

4.a)Featuresofperfectcompetition
I)Similarcommodities/homogeneous/identicalproductsandthereforebuyershavenopreferences.
ii)Nogovernmentinterference/restrictionsandthuspriceschargedforproductsaresame.
iii)Perfectmobilityoffactorsofproductionandthereforenotcontrolledbyanysellers.
Iv)Perfectknowledgeofmarketconditionsuchnoonecantakeadvantageoftheotherignorance.
V)Notransportcostsandhencechargedthesameprice.
vi)Noexcessdemand/excesssupplysuchthatthereisnoinfluenceonpricesofthecommodities.
vii)Identicalbuyers/sellerssothattherearenopreferences/discrimination.
viii)Thereexistmanysellersandbuyerssuchthatnosinglefirm canonitsownbeabletocontrolthemarketoutput.

b)
JUBILEEFLOURMILLS

Balancesheet
Asat30thJune2014

FIXEDASSETS(SH)
Equipment220,000
Motorvan 450,000

670,000
CURRENTASSETS
Stock160,000
Debtors170,000
Cash80,000

410,000

1,080,000

20x1/2=10mks

SHS
Capital 900,000
Lessdrawings
12,000
Netcapital 888,000

CURRENTLIABILITIES
Creditors 192,000

1,080,000

5.a)Reasonsforsupplycurveshiftingtotheright.
i)Improvedtechnologywhichincreasesthequantity/speedofproduction.
ii)Futureexpectationofdecreaseinpriceencouragingsellerstodisposeofftheirproductsatthecurrentpricein

ordertoavoid makinglossinfuture.
iii)Lowcostofproductionmakingitcheaptoproducetheproductthusencouragingmassproduction.
iv)Favorablegovernmentpoliciesthusencouragingproductionoftheproducts.
v)Availabilityoffactorsofproductionmakingitpossibletoproducemoreproducts.
vi)Entryofnewfirmsintheindustrythusincreasingthetotaloutputofthecommodity.
Vii(Favourablynaturalfactors–whichencouragesproductionanddistributionofproducts

b)Servicesofferedbycommercialbank
-Safekeepingofvaluableitems.Commercialbanksactascustodianofvaluableitemsforclientssuchastitledeeds,
willetc.
-Theledmoneytotheirclientsinform ofloans,overdraftordiscountingbillsofexchangeandpromissorynotes.
-Receivemoneydepositsfrom theirclients/operatethreetypeofaccountsforthispurposenamelysavings,current
andfixedaccounts.
-Facilitatetransferofmoneythroughcheques,credittransfersandstandingorder.
-theyactasrefereesfortheirclientsduringcreditstatusinquiring.
Actasmanagementtrusteesofpropertyofbusinessofdeceasedclients.
Theyadvisetheirclientsonfinancialandinvestmentmatters.
Theyfacilitateinternationalpaymentsthroughletterofcredit.
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6.a(Benefitsofbuyingfrom asupermarket.
i)Goodsarerelativelycheaper–thereforesavingsmoney.
Ii)Varietyofgoodsunderoneroof-savingtimemovingfrom oneshoptoanother.
iii)Selfservicefacilitiesareprovidedcustomersselectthegoodstheywant.
Iv)Goodshavepricetags–Helpscustomerstobudgetfortheirpurchases.
v)Extendcredit/acceptcredit/debitcardmakingitconvenienttoconsumerssincetheydonothavetocarryliquid

cash.
vi)Benefitsfrom promotionalmethodse.g.Freegifts,prizecompetitors. Any5x2-=10mks

MURANG’ATRADERS
TRADINGPROFITANDLOSSA/C
FORTHEYEARENDEDON31STDECEMBER2013

Sh Sh
Openingstock 22,500
Addpurchases 80,000 Sales 145,000
LessReturnsout 22,400 Lessreturnsin 11,500
Netpurchases 57,600 Netsales 133,500
COGAFS 80,100
Lessclosingstock 16,500
COGS 63,600
Grossprofitc/d 69,900

133,500

Carriageoutwards 14,000 Grossprofitb/d 69,900
Salaries 24,000
Generalexpenses 25,200
Netprofit 6,700

69,900
69,900

14x½=7mks
ii)a)Margin= GP x100=69900x100=52.35%

Netsales 133,500

2x1/2=1mk
b)ROSTO=COGS =63,600=3.26times

Averagestock 19500
2x½=1mk

C)Rateofreturn=N.Px100
Capitalinvested

=6700x100=5.2%
128,800
2x½=1mk
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GATANGA
KENYACERTIFICATEOFSECONDARYEDUCATION
565/1
PAPER1
JULY2018EXAMINATION.
TIME:2HOURS
FORM FOUR

1.Identifythelevelofproductionforeachofthefollowingactivities.
(4marks)

Activity Levelofproduction
a) Paintingahouse
b) Constructingaroad
c) Insuringacar
d) Dressmaking

2.Statefourcurrenttrendsincommunication. (4marks)

3.Highlightfourcircumstancesunderwhichthestockofabusinessmaychange.
(4marks)

4.Listfournegativeeffectthatinflationmayhaveontheeconomy.
(4marks)

5.Outlinefourwaysinwhichbusinessstudiesmaybeofbenefittoanindividual. (4marks)

6.Amanufacturingindustryisplanningtoconstructawarehouseadvicethemanufactureronanyfourfeaturesthata
goodwarehouseshouldhaveforittofunctioneffectively.
(4marks)

7.Highlightfourcircumstancesthatmayinfluenceafirm tolocateitsoperationsnearsourceofrawmaterials.
(4marks)

8.StatethechallengesencounteredinusingtheexpenditureapproachwhilecompilingtheNationalIncomeofa
country.

9.Highlightfourwayswhichcanminimizeviolationofconsumerrightsbyunscrupuloustraders.
(4marks)

10. ThefollowinginformationrelatesTumainiEnterprisesfortheyearsended31stSep2015

Markup25%

sales250,000

Determine:-

a. Grossprofit. (2marks)

b. Margin (1mark)

c. Costofgoodssold. (1mark)

11. Outlinefournegativeeffectsofanageingpopulationtotheeconomy.
(4marks)

12. Nyakiohasbeenadvertisinghergoodsinthenewspapersforthelasttwoyears.Duringthisperiodher
businesshasnotbeendoingwell.OutlinefourlimitationsofadvertisinginNewspaper.

(4marks)

13. Thefollowingbalanceswereextractedfrom thebooksofLulutraderson31stDec.2017.

Fixedassets sh.300,000

Currentassets 123,700
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Creditors 84,500

5yearsloan 125,000

DeterminetheNetworthofthebusinessasat31stDec.2017.
(4marks)

14. Highlightfourcircumstancesunderwhichabusinessorganizationmaychoosetodisposeofanoffice
machine. (4marks)

15. Statefourmeasuresthatachequedrawermaytake,inordertoensurethatthechequeisnotdishonoured.
(4marks)

16. WritethedocumentthatrelatestoeachofthefollowingstatementsinInternationalTrade.
(4marks)

Statements Document
a)Preparedbyanexportergivingdetailsabouttheoriginof

goods.
b)Adocumentoftitleofgoodsininternationaltrade
c)Showspriceschargedascertifiedbytheimporting

country’sofficials
d)Enabletheimportertoinitiateclearingofcustomsduty

earlierenoughtoavoiddelays.
17. Outlinefourreasonsthatmakeitnecessaryforacountrytogetinvolvedindevelopmentplanning.

(4marks)

18. Illustratewithawelllabeleddiagram theeffectofanoutwardsshiftindemandontheequilibrium priceand
quantity.

19. Outlinefourdifferencesbetweenperfectcompetitionandmonopolymarketstructures.
(4marks)

20. Statefourproblemsthatmaybefacedbyentrepreneurswithoutbusinessplan.
(4marks)

21.Highlightfivestepsfollowedwhileapplyingforaninsurancecoveringeneralinsurance.
(5marks)

22. CountryXhasmanagedtofullyutilizeitsnaturalresources.Statefourfactorsthatmayhaveenabledthis
countrytofullyutilizehernaturalresources.
(4marks)

23. TherehasbeenacallforprivatizationofGovernmentownedbusinessesinKenya.Statefourreasonswhyit
hasbecomenecessarytoprivatizegovernmentbusinesses.
(4marks)

24. MotorcycletransportisnowacommonfeatureinmostpartofKenya.Highlightfourproblemsbeingfaced
bythismeansoftransport.
(4marks)

25. Statethreebenefitsthatwouldaccruetoacustomerwhoborrowsaloanfrom anon-bankingfinancial
institution. (3marks)

GATANGA
KENYACERTIFICATEOFSECONDARYEDUCATION
565/2
BUSINESSSTUDIES
PAPER2
TIME:2½HOURS
FORM FOUR

1a)Explainfivepositiveeffectsofexternalbusinessenvironmentonabusiness.
(10mark
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b)Explainfiveprincipalsthatwouldleadtoeffectiveuseofgovernmentresources.
(10marks)
2a)Outlinefivedifferencesbetweenparastatalsandco-operatives.
(10marks)

b)Explainfivelimitationsofusingconsumerpriceindex(CPI)tomeasurethelevelofinflationinacountry.
(10marks)
3a)Mostofthebusinesstodayaretryingtoadoptmoderntechnologyinrunningbusiness.Discussfivenegative

impactstoa businessduetoadvancementintechnology.
(10marks)

b)On1stJanuary2017,Kandiehadcashinhandshs.3250andcashatBankshs136,500.Duringthemonth,the
following transactionstookplace.

Jan2: -Cashsalesshs.42,630paiddirectintobusinessbankaccount.
3 -Receivedachequeofshs.14,100from Kibe.
8 -Boughtgoodsforshs.26,240andpaidbycheque.

12 -Cashsalesshs.42,450.
14 -PaidKiokobychequshs.23,750infullsettlementofhisaccountless5%cashdiscount.
15 -Paidwagesshs.24,000cash.
16 -Withdrewshs.36,000from bankforofficeuse.
18 -Boughtstationeryshs.550cash.
20 -Chequereceivedfrom Kibewasdishonoured.
28 -Paidsalariesbychequeshs.48,600
29 -Receivedachequeforshs.9,500from Otienoafterdeducting5%cashdiscount.
30 -Allcashbankedexceptsha.5,000

Required:
PrepareathreecolumncashbookofKandiedulybalanced.

(10mks)
4a)Explainfivedifficultiesthatabusinessthatusessalespeopletopromotetheirproductsarelikelytoencounter.

(10marks)
b)Withtheaidofadiagram explainthedifferencebetweenmovementalongdemandcurveandashiftinademand

curve.
(10marks)
5a)Kukufeedsmanufacturershavebeensellingtheirproductsdirectlytoretailers.Theyhavedecidedtodistribute
theirproducts throughwholesalers.Explainfourbenefitsthattheymaygetfrom thisnewarrangements.

(8marks)
b)Thefollowingtrialbalancewasextractedfrom thebooksofFurahaTraderson31stDec.2016.

FURAHATRADERS
TRIALBALANCES
ASAT31STDec.2016

Accounts DR.(SHS) CR(SHS)
Sales
Generalexpenses
Rentexpenses
Commissionreceived
Motorvehicles
Furniture
Cash
Creditors/debtors
Purchases
Returnsinwards
capital

60,000
10,000

600,000
240,000

50,000
120,000
400,000

20,000

1,500,000

600,000

20,000

180,000

700,000
1,500,000

Additionalinformation:
Stockon31stDec.2016wasvaluedatshs.60,000
Required:-
Prepare:

i. Tradingprofitandlossaccountfortheyearended31stDec.2016. (9marks)

ii. Calculatea)Returnoncapital. (1mark)

b)Currentratio. (2marks)
6a)Describefivechallengesthatmaybeexperiencedbyacountrywhosepopulationismadeupoflargeproportionof

young people.
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(10marks)
b)AcountryXhasbeensufferingfrom underdevelopment.Outlinefivefactorsthatmayhavehinderedits

development.
(10marks)



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|152

GATANGA
BUSINESSSTUDIES
PAPERONE 565/1
MARKINGSCHEMES
JULY2018EXAM

1.Identifythelevelofproductionforeachofthefollowingactivities.
Activity Levelofproduction

a) Paintingahouse
b) Constructingaroad
c) Insuringacar
d) Dressmaking

Tertiary
Secondary
Tertiary
Secondary

2.Currenttrendsincommunication
a.Increaseinuseofmobilephones
b.Useoffax
c.Useofcomputersincommunication
d.Reductionincallingcharges
e.Useofemails
f.Useofinternet

3.Circumstancesunderwhichstockofabusinessmaychange
a.Wheremoregoods/stockisbought
b.Wheregoodsaresold
c.Wheredebtorsreturngoods
d.Wherethebusinessreturngoodstothesupplier
e.Incaseofdrawingsofgoodsbytheowner.

4.Negativeeffectsofinflation
a.Discouragessavings
b.Increaseininterestrates/highcostofcredit.
c.Peoplewithfixedincomesarehithard/suffermore.
d.Lenders/creditorsloose.
e.Socialunrestduetohighcostofliving
f.Unevendistributionofincomes/wideninggapbetweentherichandthepoor.
g.Lowincomeearnersarehardhit.
h.Lossofconfidenceincurrency.

5.Benefitsofbusinessstudies
a.Assistindividualtoappreciatetheroleofbusinessinprovisionofgoodsandservices.
b.Itisacareersubject
c.Assistindividualtoacquireselfdiscipline/positiveattitudetowardswork.
d.Assistindividualacquirepositiveattitudetowardsenvironment.
e.Assistindividualunderstandtheroleofgovernmentinbusiness.
(Anyotherrelevantpoint)

6.Essentialsofagoodwarehouse
a.Itshouldhaveagoodlocation
b.Adequatespace/bespacious
c.Shouldbesecure/security
d.Shouldbeequippedwithnecessaryfacilities/equipmentsforhanding/storinggoods
e.Properbuildingdesign
f.Shouldhavetrainedpersonnel
g.Shouldhavegoodinventorycontrolsystem
h.Shouldcomplywiththelaw.

7.Circumstancesthatmayinfluenceafirm tobelocatednearthesourceofrawmaterials.
a.Wheretherawmaterialsarebulky/heavy.
b.Wheretherawmaterialsareperishable
c.Wheretherawmaterialsarefragile.
d.Wherethemarketisinthesamelocation.
e.Wherethegovernmentpolicyrequirethefirm tobelocatedthere.
f.Wherethecostoftransportingfinalproductislowerthantransportingrawmaterials.

8.Challengesencounteredinusingtheexpenditureapproach.
a.Doublecounting
b.Noteasytogetaccuratefiguresonpeoplesexpenditure
c.Noteasytoestimatedepreciationoncapital
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d.Exchangeratefluctuationsmayhinderaccuratevaluation.
e.Lackofaccuratedataonexpenditureespeciallyfrom theinformalsector.

9.Waystominimizeviolationofconsumerrights.
a.Inspectinggoodsbeforebuyingtoensuretheymeettheirexpectations/standards.
b.Enlighteningthemselvesabouttheirrightsasconsumers
c.Joiningconsumerassociation
d.Shunningtraders/refusingtobuyproductsfrom tradersidentifiedasbeingexploitative.
e.Formulizethemselveswiththeobligationoftradersasproducersofgoods/services

10a.Markup = 25 = ¼
100

Margin= 1 = 20
4+1 100

Grossprofit = 1 x 250,000 =sh.50,000
5

Costofgoodssold = 250,000-50,000 =sh.200,000
11.Negativeeffectsofanageingpopulation

a.Increaseinwelfarecosts
b.Dependencyrationincreases
c.Deficiencyofaneconomicallyactivelabour/lawlaboursupply
d.Lowsavings/lowinvestments
e.Rigiditytochange
f.Needtoimportlabourthataffecttheforeignexchangereserves.
g.Fallindemandforgoods/servicesrequiredbytheyouth.

12.Limitationsofadvertisinggoodsinnewspapers.
a.Maynotbereadbymanyintendedcustomers.
b.Donotcoverwidegeographicalareas.
c.Notallpotentialcustomersareabletoread/literate.
d.Newspapersmaybewritteninalanguagethatismostfamiliartomanycustomers
e.Notallpeopleactuallybuy/affordnewspaperssincetheyareexpensivetobuy.
f.Itisexpensivetobuynewspaperspaceforadvertising.

13.Networth = Totalassets-Totalliabilities
(300,000+123,700)–(84,500+25,000)
423,700-209,500
sh.214,200

14.Circumstancesunderwhichabusinessmaychoosetodisposeofanofficemachine
a.Ifthemachineisveryexpensivetomaintain
b.Whenitcannotadoptanewtechnology.
c.Whenithasbecomeobsolete
d.Ifitlackssparepartsforrepair
e.Ifitcannotcopewithincreasedworkload

15.Measuresthatachequedrawermaytakeinordertoensurethatthechequeisnotdishonoured.
a.Haveenoughfundsintheaccount
b.Instructthebankforhonour
c.Notpostdatingthecheque.
d.Signagainstanyalterations
e.Appendsignaturesimilartothespecimeninthebank.
f.Remainfinanciallystable/avoidbankruptcy
g.Ensureamountinwordscorrespondwithamountinfigures
h.Urgethepayeetopresentthechequeontimetothebank.

16.
a.Certificateoforigin
b.Billoflading
c.Consularinvoice
d.Proformainvoice

17.Reasonsfordevelopmentplanning
a.Enablesappropriateallocationofresources
b.Enables/encouragesstimulationofefforts
c.Helptosupportforeignaidbargain.
d.Enableprojectevaluation
e.Encourageslongterm decisionmaking
f.Helpstoavoidtheduplicationofprojects/industries
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g.Promotebalanceinregionaldevelopment.

18. Price D1 SO

D0

E1

P1

E0

Pe

S0

D1

D0

Qe Q1 Quantity

19.Differencesbetweenperfectcompetitionandmonopolymarketstructures
Perfectcompetition Monopoly
 Largenumberofsellers Oneseller
 Homogenousproducts/identicalinall Productsdonothaveclosesubstitute.

aspects
 Freeexitandentrytotheindustry Thereisrestrictionforfirmstoenterthemarket.
 Priceofproductisdeterminedbyforcesof Pricesarefixed/setbythesupplier/producer

demandandsupply
 Thereisnopreferentialtreatmentof Pricediscriminationmaybepossibleespeciallyby

consumersbyanyfirm discriminativemonopoly.
 Eachofthefirmshastoosmallshareofthe Controlandshareofthequantitysuppliedisbythe

totalmarket monopoly
 Producehighqualityproducttoattract Producelowqualityproductsduetolackof

consumersduetohighcompetition. competition

20.Problemsfacedbyentrepreneurswithoutbusinessplan.
 Commitmanymistakes/errorsinbusinessoperations.
 Willnotbeabletoidentifythestrength/weaknessesofthebusiness.
 Willnotbeabletomeettherequirementsbythefinanciersbeforetheyprovidefinance.
 Willnotbeabletodeterminethefinancial/capitalrequirementofthebusiness.
 Therewillbemisallocationofresources.
 Workersmaynotbemotivatedastheymaynotbeawareofthedirectiontotake.
 Hewillgetaproblem inadoptingwithnew/unpredictablechanges.

21.
 Fillingintheproposalform.
 Calculatinganddeterminingpremium tobepaid.
 Paymentofthefirstpremium.
 Issuingofcovernote/binder.
 Issueofpolicydocument.

22.Factorsthatfacilitateexploitationofnaturalresources
 Availabilityofcapital/financerequired
 Availabilityofreadymarketforresources
 Goodinfrastructure
 Enough/qualifiedhumanresourcetoexploitthenaturalresources.
 Availabilityofappropriatetechnology
 Governmentsupportonexploitation.

23.Reasonsforneedofprivatizationofgovernmentbusinesses
 Toraiserevenueforthegovernment
 Theymakeconstantlosses,makingthem aburdentotaxpayerasthegovernmentkeep

onbailingthem out.
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 Theyareinefficientduetotheirmonopolystatus.
 Theysufferfrom alotofpoliticalinterference
 Theysufferfrom slowdecisionmakingduetoalotofcontrolbythegovernment.

24.ProblemsfacedbymotorcycletransportinKenya.
a. Lowcapacity(carryingcapacity)
b. Highrateofaccidents
c. Highinsurancecosts
d. Stiffcompetition.
e. Pronetoadverseweatherconditions.
f. Highrateoftheftofmotorcycles.

25.Benefitstoacustomerwhoborrowsaloanfrom anon-bankfinancialinstitution.
a. Givinglongterm loans.
b. Providesfinanceforcapitaldevelopment
c. Offerslowinterestratesonloans.
d. Assistsinthemanagementoftheproject
e. Acceptslowcollateralvalue.
f. Allowlongergraceperiod.
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GATANGA
BUSINESSSTUDIES
PAPER2
565/2
MARKINGSCHEME
JULY2018EXAM

1a.Positiveeffectsofexternalenvironmentonabusiness.
 Increaseinpopulationwhichexpandsthemarketforbusinessproducts.

 Favorableeconomicfactorswhichboostpurchasingpower/increasethedemandforproducts.

 Positivesocial/culturalfactorswhichfavourthebusinessproduct.

 Politicalstability/securitywhichcreatesconducivebusinessenvironment.

 Favorablelegalpolicieswhichencouragestheestablishmentofbusiness.

 Availabilityofrawmaterials/inputsmakingfirmsnottoexperienceshortages/encouragecontinuousproduction.

 Fair/healthy/favourable/low/nocompetitionwhichbusinesscancopeupwith/withstand.

 Advancedtechnologymakingbusinessproductscompetitive/increasethequality/quantityofbusinessof
business products. (5x2=10marks)

b.Principalsforeffectiveuseofgovernmentresources.
 Sanction-Mustbeapprovedbyrelevantauthority/parliament.

 Economy-toavoid/minimizewastage/ensuremaximum benefit

 Maximum/optimalsocialbenefit-shouldbeusedinprojectsthatimprovesocialwelfare/qualityoflifeof
thecitizens/+benefitasmanypeopleaspossible.

 Flexibility-shouldbeabletobeadjustedtoreflecttheprevailingcircumstances.

 Equity-distributionshouldbefairtoallsectors/regions/minimizeincidentsofinequalities/imbalances.

 Productivity-Moreresourcesshouldbespentondevelopmentprojects/projectsthatyieldhighreturn.

 Surplus-savingsshouldbespentonemergenciesfillthegapbetweencollectionandprojection/expenditure
shouldbelessthanrevenuecollected.

 Elasticity-expenditureshouldbecapableofbeingexpanded/contractedinlinewithsizeoftheeconomy.

 Good/properfinancialmanagement-toensureaccountability/goodgovernance/transparency/through
properrecord.

(5x2=10marks)
2a.Differencesbetweenparastatalsandco-operatives
Parastatals Co-operatives
-Formed/governedbyactofparliament -Formed/governedbyco-operativeActandbylaws
-Formedtoprovideessentialservicestopublic -Formedtogiveservicestomembers/guidedby

membersneeds.
-Runbyaboardoftrustees/chairmanandboardof
directors.

Runbymanagementcommitteeelectedby
members

-Financedbythegovernment Financedbythememberscontributions
-Profitremittedtogovernment Profitsharedbymembers.

(5x2=10marks)
b.Limitationsofconsumerpriceindex(CPI)asameasureofleveloninflation.

 Inadequate/wrongdataonprices/consumerexpenditurerenderingthepriceindexunreliable.

 Difficulttodeterminethepricestousesincesomecommoditiescostdifferentlyindifferentpartsofthe
country.

 Difficulttochooseabaseyearsincebaseyearshouldbeonewhenpricesstable.



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|157

 Problem ofchangingtastes/preferencessincetheyaffecttheconsumerexpenditurepattern.

 Thebasketofcommoditiesselectedforatypicalfamilymaynotbeatruereflectionofthebasketforthe
entire population.

 Itisdifficulttodetermineatypicalfamilyasoneselectedmaynotreflectallthefamiliesinacountry.

 Itisdifficulttoassignweightforthevariouscommoditiesasdifferentpeoplevaluedifferentcommodities
differently.

(5x2=10marks)
3a.Negativeimpacttobusinessduetoadvancementoftechnology.

 Expensivetoacquireasbusinessadoptnewtechnologyinordertosurvive/upgradeaccordinglywhichcan
proveexpensive.

 Causeunemploymentasimprovedtechnologytendstobecomemorecapitalintensive/tendtoshedingoff
employees.

 Sideeffects/harmfuleffectwhichmayaffectthehealthoftheusers.
 Staffretrainingtoacquirethenewskillswhichmaybeexpensivetothefirm/organization
 Highmaintenancecostasfirmshavetosetasidemoneywhichwouldotherwisebeusedtoexpandbusiness.
 Incorruptionofproductionprocesswhileadoptingthenewtechnologywhichinconveniencesthe

producer/consumers.
(5x2=10marks)

b.Threecolumncashbookforkandie
Date Details Lf D.A Cash Bank Date Details Lf D.A Cash Bank
2017
Jan1
Jan2
Jan3
Jan12
Jan16
Jan29
Jan30

Jan31

Balb/d
Sales
Kibe
Sales
Bank
Otieno
Cash

Balb/d

C1

C2

500

500

3250

42,450
36,000

51,950

81,700
5,000

136,500
42,630
14,100

9,500

254,680
105,900

2017
Jan8
Jan14
Jan15
Jan16
Jan18
Jan20
Jan28
Jan30
Jan30

Purchase
Kioko
Wages
Cash
Stationery
Kibe
Salary
Bank
Balc/d

C1

C2

1250

1,250

24,000

750

51,950
5,000
81,700

26,240
23,750

36,000

14,100
48,600

105,990
254,680

(40x¼=10marks)
4a.Difficultiesencounteredbyabusinessusingsalespeopletopromoteproducts

 Incapacitytosellassomemaynotbeabletocommunicateeffectively.
 Highcostoftrainingwhichthebusinessmaynotafford/beexpensiveforbusiness
 Timeconsumingastheexerciseistedious/timeinvolving/involvealotofmovement/dealwithone

customeratatime.
 Fatigue/tiresomeassalespeoplemustmovetodifferentarea/placestosell/involvealotofmovement.
 Coverasmellregion/area/limitedcoverageduetoincapacitytotraveltosomeareas.
 Highturnoverofmanpowerrequired/labourintensiveastheymovetodifferentplacescausingshortageof

manpower. (5x
2=10mks)

b.Differencesbetweenmovementalongthedemandcurveandashiftindemandcurve.

Movementalongcurve Shiftinthecurve
D1 DO D2

Price
Price

PI EI pe

POE0
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P2E2

D1DO D2

Q Q0 Q2 Quantity QI Q0 Q2Quantity

Movementalongddcurve Shiftinddcurve
Onlyoneddcurveisinvolved. -Involves2ormoreddcurves
Movementisup/downalongthesame -Ashiftistotheright/leftoftheoriginalcurve

ddcurve.
Movementcausedbychangesinprice -Shiftcausedbyotherfactorsotherthantheprice

oftheproduct. ofproduct.
Differentquantitiesdemandedat -Differentquantitiesdemandedatthesameprice

differentprices.

5a.Benefitsofincludingwholesalersinthechainofdistribution.
Wholesalerswillbreakthebulkonbehalfofmanufacturers.
Saleswillincreasesincewholesalersbuyinbulk
Manufacturessupplyofgoodswillbestabilizedaswholesalersregulatethesupply.
Themanufactureswillbereleasedofvariousrisksasriskswillbetransferredtowholesalerse.g.fallin

price,changeindemand.
Savesthemanufacturertheproblem ofstorageastheybuyinlargequalities/bulk.
Wholesalersengageinproductpromotionsavingthemanufacturerincost.
Wholesalersprovidevitalinformationregardingthemarketforthegoodsimprovingsales.
Wholesalertransportthegoodsonbehalfofmanufacturesavingthem thecostoftransport.
Somewholesalerhelpinbranding/blendingactivitieswhichmayleadtohighqualitygoodstoconsumers.
Somewholesalerpaymanufacturespromptlythusenablingthem tohavecashtooperate.

(Anyotherrelevantanswer)
b.

FURAHATRADERS
TRADING,PROFITANDLOSSACCOUNT

FORTHEYEATENDING31STDEC.
shs shs shs

Purchases 400,000 Sales 600,000
Less:Closingstock 60,000 Lessreturnsin 20,000
Costofsales 340,000 580,000
Grossprofitc/d 240,000

580,000 580,000
Expenses
Generalexpenses 60,000 Grossprofitb/d 240,000
Rentexpenses 10,000 Commissionsreceived 20,000
Totalexpenses 70,000
Netprofitc/d 190,000

260,000 260,000
Netprofitb/d 190,000

(18x½=9marks)

a) Returnoncapital = Netprofit x 100 190,000 x 100 =27.1%
capital 700,000

b) Currentratio = Totalcurrentassets = Cash+debtors+closingstock
Totalcurrentliabilities Creditors

= 230,000 = 1.3or1.3:1
180,000

6a.Challengesoflargeproportionofyoungpopulation
 Highrateofunemploymentasdemand/thelargenumberofyouthenteringlabourmarketoutstripsthe
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availablejobopportunities.
 Rateofcrime/socialevilincreasesastheunemployed/idleyouthlooksformeansofsurvival.
 Constrainsongoods/servicesassociatedwithyoungpopulationasdemandoutstripsthesupply.
 Reducessavings/investmentsduetohighrateofconsumptionleadingtolowdevelopment.
 Dependencyratiorisesasactivepopulationshoulderabiggerburdenoflargenumberofyouth.
 Lowpercapitalincomeasthosewhoareeconomicallyactivearefew.
 Problem ofraisinggovernmentrevenueaslargeproportionofpopulationisnotworking.
 Lowlaboursupplyastheyoungpeoplemaynothaveattainedtheworkingage/acquiredtherequiredskills/

expertise/experience.
b.Factorsthathavehindereddevelopmentofacountryx

Highrateofpopulationgrowth:alotofpressureexertedonthelimitedfertilelandtherebysubdividinginto
unproductiveunits.Thisleadstohunger&starvationandnoyieldforselling.

Lackofcapitalandland:Whereaslabourisabundant,thereislimitedamountofcapitalandlandtobe
utilizedbythatlabour.Capitalcomesfrom investments,investmentfrom savings,savingsfrom income,
lowincomelevelenduptolowcapitalformationleadingtoviscouscycleofpoverty.

Failuretoadoptmoderntechnology:Thereiswidespreaduseofrudimentarytechnologyinthedeveloping
countriesandexcesssupplyofunskilledlabour.Inabilitytoattractforeigninvestment:lessdeveloped
countriesareunabletoattractforeigncapitalduetopovertyandpoorideology.
Otherinclude

Insecurity:Aninvestmentrequiresassuranceinsecurity.Wheresecurityisathreattoinvestment,
entrepreneursmayfailtoputupinvestmenttoavoidrisks.

politicalinstability
Undevelopedinfrastructure.
Lackofpropereconomicplanning
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IMENTICENTRALCLUSTEREXAMINATION
565/1
BUSINESS
JULY/AUGUST2018
TIME:2H30MIN

1.StatefourtypesofbusinessactivitiescarriedoutinKenya (4mks)
2.SuggestfourreasonsfortheincreasemotorcycleaccidentinKenyatoday (4mks)
3.Statefourcircumstancesinwhichsignlanguagemaybepreferred (4mks)
4.Thefollowinginformationwasextractedfrom thebooksofRonotraders

rateofstockturn-over3times
Mark-up20%
OpeningstockKsh60,000
ClosingstockKsh120,000
Calculate (5mks)

a. Costofgoodssold
b. Grossprofit
c. Purchases
d. Sales

5.Suggestfourfactorsthatinfluencetheamountofmoneythatindividualownfortransactionmotives (4mks)
6.Completethetablegivenbelowbyindicatingtheamounttodebitedandtheaccounttobecredited (4mks)

transaction Accounttobe
debited

Accounttobe
credited

i. StatedabusinesswithKsh70,000in
cash

ii. Soldgoodsoncreditworth
Ksh8,000

iii. PurchasedGoodsthatareworthy
Ksh65,000oncreditfrom Mugure
traders

iv. WithdrewKsh5,000forownuse

7.Statefourfactorswhichmayhindereconomicdevelopmentinacountry (4mks)
8.Outlinefournegativeeffectsofoverpopulation (4mks)
9.Outlinefourreasonswhythegovernmentissueslicensebeforeabusinesscanstartoperations
(4mks)
10.Foreachofthefollowingtransactionindicatethesourceofdocumentfrom whichthefollowingtransactionwould
berecorded (4mks)

Transaction Sourceofdocument
i. Saleofgoodsoncredit

ii. Goodsreturnedbycustomer
iii. Purchaseofgoodsoncredit
iv. Correctionofanundercharge

11.Statefourlimitationsofusingbillboardsasamethodofadvertisingproducts (4mks)
12.Statefourwaysinwhichthenatureofgoodswouldinfluencethechoiceoftransportmeans. (4mks)
13.Stateanyfourusesofnationalincomestatistics (4mks)
14.StatethreeusesofgeneralJournal (3mks)
15.Outlinefourmethodsofreproducingdocumentsinanoffice (4mks)
16Highlightfouradvantagesofusingashortchannelofdistribution (4mks)
17.Stateanyfourexternalbusinessenvironmentthatmayleadtoabusinesssuccess (4mks)
18.ThegovernmentofKenyamayonlyincurexpenditureaftercarefulplanningbasedoncertainprinciples.Statefour
canonsof thegovernmentofKenyaexpenditure
(4mks)
19.Thefollowinginformationwasobtainedfrom thebooksofEastland’stradersasat13stDec2016

shillings
Profits 71,0000
Drawings 12,000
Totalassets 300,000
Totalliabilities 70,000

Required:CalculateEastlandtrader’scapitalasat1stJanuary2016
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20.Identifythetypeofutilitycreatedfrom thefollowingactivities
ACTIVITY TYPEOFUTILITY

a. Crushingsugarcanetomakesugar

b. Transportingsugarfrom thefactorytothe

c. supermarketkeepingsugarinawarehouse

d. Sellingsugarinasupermarket

21.Kamauaform fourleaverwantstostartabusiness.Nameanyfoursourceswherehecouldgetagoodbusiness
idea(4mks)
22.Thebalancesgivenbelowwereextractedfrom theledgeraccountofMakutanotradersasat31/06/2017

Ksh
Capital 190,000
Furniture 110,000
Upendodistributors 231,000
Purchases 285,000
Wages 41,000
Returninwards 5,000
Returnoutwards 15,000
Rentreceived 5,000
Required:preparethetrialbalancetothebusinessasat31/06/2017
23.Outlinefouradvantagesofsupermarkettotheowner (4mks)
24.Highlightfourbenefitstoamemberofsavingsandcreditco-operativesociety
(4mks)
25.Statefourfactorsthatinfluencethelocationofafirm
(4mks)
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IMENTICENTRALCLUSTEREXAMINATION
565/2
BUSINESSSTUDIES
JULY/AUGUST2018
TIME:2½HRS

1a.Explainfivereasonswhyitsimportanttohavebusinessplan (10mks)
b.Explainanyfivemethodsusedbythegovernmenttosolvehighrateofunemployment

(10mks)
2a.Explainfivewaysofcorrectingabalanceofpaymentdeficit (10mks)

b.Explainfivefactorstoconsiderwhendesigninganoffice
(10mks)
3a.Outlinefivedifferencesbetweenperfectcompetitionandmonopolymarket
(10mks)

b.Explainanyfivenon-monetarymeasuresthatgovernmentmayusetocontrolinflation
(10mks)
4a.Thefollowinginformationwasextractedfrom thebooksofRotichtradersasat31stDec2015

Sales 800,000
Purchases 500,000
Returninwards 90,000
Returnoutwards 26,000
Credition 150,000
Rent 60,000
Derivervan 160,000
Carriageoutwards 3000
Debtion 130,000
Carriageinwards 40,000
Bank 50,000
Stock(Jan2015) 100,000
Interestonexpenses 10,000
Generalexpenses 7,000
Stock(31stDec2015) 120,000
Bankoverdraft 6,000
capital 168,000

Required
i. Prepareatradingprofitandlossaccountfortheyearended31stDec2015

(8mks)
ii. Preparebalancesheetasat31stDec2015

(4mks)
b.Explainanyfourcharacteristicsofeconomicresources

(8mks)
5a.Withanaidofadiagram explaintheeffectofadecreaseinsupplyofacommodityonequilibrium priceand
quantity
(10mks)

Explainanyfiveessentialsofgoodwarehouse
(10mks)

6a.Explainfiveprincipalsofinsurance (10mks)
b.ThefollowingtransactionrelatetoBundiwholesalersforthemonthofJuly2012
July
1:boughtgoodsoncreditfrom sawadistributionforKsh76,200,NdutaKsh15,600andRitaKsh40,000
5:soldgoodsoncredittokirimaretailersKsh40,000,NginaKsh25,000andHerishopKsh12,000
10:ReturnedgoodtoNdutaKsh4,200andRitaKsh10,000
12:Boughtgoodsoncreditfrom LangatKsh24,600
15:GoodsreturnedbyNginaKsh5,000andKirimaretailerKsh3,500
18:SoldgoodsoncredittoNginaKsh7,000andKamenetradersKsh11,000
22:GoodsreturnedbykamenetradersKsh3,000
25:Boughtgoodoncreditfrom PendotradersKsh23,000davidKsh39,000

Required
Entertheabovetransitionsintheirrespectivebooksoforiginalentry (journal)
(10mks)
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IMENTICENTRALCLUSTEREXAMINATION
565/1
BUSINESSSTUDIES
JULY/AUGUST2018
MARKINGSCHEME

1.Typesofbusinessactivities
 Extractionofrawmaterials
 Processingofrawmaterials
 Manufacturingofmaterials
 Construction
 Distribution
 Trade
 Provisionofservices 4x1(4mks)
2.ReasonsforincreasedmotorcycleaccidentsinKenya
 Overspeeding
 Lackofappropriateridingskills
 Ignoranceofthehighwaycode
 Unloadworthymotorcycles
 Lackofcommoncourtesyamongotherroadusers
 Overloading
 Corruption
 Poorstateofroads 4x1(4mks)
3.Circumstancesunderwhichsignlanguagemaybeused
o Wherethereisneedtomaintainsilence
o wheretheenvironmentisnoisy
o Whenpassingsecretmessage
o Whencommunicatingwiththedeaf
o Ifthesenderandthereceivercanseeeachother
o Ifthesenderandthereceivercanunderstandthemeaningofsignsinuse

4x1(4mks)
Costofgoods

R.O.S.T=

A.S= =90,000

3=

C.O.G.S=90,000X3=Ksh270,000
b.Grossprofit

Mark-up=

1/5=

Grossprofit=270,000x =54,000

c.Purchases
C.O.G.S=O.stock+purchases-C.stock
270,000=60,000+P-120,000
Purchases=330,000

d.Sales
sales=C.O.G.S+grossprofit
270,000+54,000
=324,000

5.Factorsinfluencingamountsofmoneyheldfortransaction
 Sizeofthefamily/numberofdependants
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 Thelevelofincome
 Thesocialstatusofindividual
 Intervalbetweenrecipientincome
 Spendinghabitsofindividuals/lifestyle
 Availability/accesstocredit
 Priceofcommodities 4x1(4mks)
6.

Accounttobedebited Accounttobecredited
Cash Capital
Debtors Sales
Purchases Muguretraders
drawings cash

8x1/2
(4mks)

7.Facrorsthathindereconomicdevelopment
 Inadequatecapital
 Highpopulationgrowthrate
 Limitednaturalresources
 Overdependenceonforeignaid
 Lackofpoliticalwill
 Poorplanningandimplementationofeconomicplans
 Inappropriateeducationsystem 4x1

(4mks)
8.Negativeeffectsofoverpopulation
 Highlevelsofunemployment
 Declinesinstandardofliving
 Insufficientfoodsupply
 Lowqualitysupply
 Mayleadtoinflation(demandpull)
 Lowlevelsofsavings
 Increaseinsocialevils
 Politicalinstability 4x1(4mks)
9.Reasonswhygovernmentlicensesbusiness
 Tocontrolgoodsenteringandleavingthecountry
 Controllingillegaldocuments
 Sourceofrevenuetothegovernment
 Toensureprofessionalsmeettheirrequirements
 Toensuretransferengageinlicensedbusinessonly
 Regulatingnumberofbusiness 4x1

(4mks)
10.
 Sales/outgoinginvoice
 Creditnote
 Purchases/incominginvoice
 Debitnote 4x1(4mks)
11.Limitationsofusingbillboardstoadvertise
 Expensivetoinstall
 Limitedtothosewhopassthroughtheroad
 Pronetovandalism
 Expensivetomaintain
 Mayobscuremotorists
 Noteffectivewherecustomersneedtoexaminethegood
12.Circumstancesunderwhichnatureofgoodsinfluencesthemeansoftransport
 ifgoodsareperishable,afastmeansisrequired
 Ifgoodsarefrangible,asmoothmeansisrequired
 Ifgoodsarehighlyvalued,asafeandsecuremeansisrequired
 Ifgoodsareurgentlyrequired,afastmeansisrequired
 Ifgoodsarebulky,anappropriatemeansisrequired 4x1(4mks)
13.usesofnationalincomestatistics
 Usedasatoolforinvestmentdecision
 Measurethestandardoflivingofpeople
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 Helptoknowthecontributionofeverysectorofeconomy
 Helptoevaluateperformanceofacountryoveragivenperiodoftime
 Forplanningpurposesbythegovernment
 Tocomparetheperformanceofthecountrywithothercountries 4x1

(4mks)
14.Usesofgeneraljournal
 Towriteoffbaddebts
 Torecordissueofsharesorshareallotment
 Recordsaleoffixedassetoncredit
 Recordpurchaseoffixedassetoncredit
 Torecordopeningandclosingentries 4x1

(4mks)
15.Methodsofreproducingdocuments
 Printing
 Carboncopying
 Photocopying
 Duplicating
 Typewriting 4x1(4mks)
16.Advantagesofusingshortchannelofdistribution
 Buyergetsgoodsatlowprice(s)
 Buyergetsfreshgoods/goodquality
 Direct/personalcontactwiththeproducer
 Buyercangetgoodsofhis/herchoice/specification
 Sellergetsimmediatefeedback/response 4x1

(4mks)
17.Externalbusinessenvironmentfactorthatcausesbusinesssuccess
 Politicalstability
 Useofmoderntechnology
 Favorablegovernmentpolicy
 Highpopulation
 Favorableeconomicenvironment (4x1mks)
18.Principles/canalsofpublicexpenditures

(4x1mks)
 Sanctions
 Maximum socialbenefits
 Flexibility
 Economy
 properfinancialmanagement
19.cc=300,000-70,000

=230,000shs
Oc=(cc+D)-p

=(230,000+12,000)-71,000 =171,000shs
20
 form
 place
 time
 possession
21.Sourcesofbusinessidea
 Readingnewspapers
 Attendingshowsandexhibitions
 Readingmagazinesarticles
 Hobbies
 Vocationaltraining
 Takingasurvey
 Convertingwasteproduct
 Listeningtowhatpeoplesay
 Spottingamarketgap(niche

MAKUTANOTRADERS
TRIALBALANCEASAT31/06/2017

PARTICURALS DR(SHILINGS) CR(SHILINGS)
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capital 190,000
furniture 110,000
upendodistribution(supplier 231,000
Purchases 285,000
Wages 41,000
Returninwards 5,000
Returnoutwards 15,000
Rentreceived 5,000
total 441,000 441,000

23.Advantagesofsupermarkettotheowner
largetradediscountofbuyinggoodsinlargequantities
reductionoftheirmonthlywagebillofemployingfewattendanceduetoselfserviceoffered
impulsebuyingbycustomersincreasessalesvolume
Avoidbaddebtastheydon’tselloncredit
Varietyofgoodsattractmanycustomersthushighprofit
Cangetcreditfrom suppliers

24.BenefitofjoiningaSacco
Enablesonetosavepartoftheincomeforfutureuse
Oneisgivenloansbasedonthecontributiontimesafactortoimprovetheirwelfare
He/Shewillbepaiddividendsbasedontheircontribution
He/sheiseducatedonco-operativeactivitiesandhowtoutilizetheloanstheyreceive
Contributionsandloansareinsuredhenceifamemberdieshisoracontributionaredoubledandloanscanceled
Lowinterestischargedonloanshencemanymemberscanaffordtopay
Itiseasytosecurealoansincetheydon’trequiresecuritybutonlyguarantors
onecanenjoyFOSAactivities
Assistmembertoacquirepropertyatfairratethroughcredit

25.Factorsthatinfluencethelocationofafirm
Availabilityofrawmaterials
Marketavailability
availabilityoflabour(humanresource)
Appropriatetransportandcommunicationnetwork
Adequatepowerandwatersupply
Governmentpolicies
Availabilityofauxiliaryservicesegbanks,insurance
Room forexpansion
Effectoffirmsontheenvironment
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IMENTICENTRALCLUSTEREXAMINATION
565/2
BUSINESSSTUDIES
JULY/AUGUST2018
MARKINGSCHEME

1.a.Reasonswhyitsimportanttohaveabusinessplan (any5x2=10mks)

i. Identifystrengthandweakness:anyweaknessdetected.correctivemeasuresareputinplaceearlyenougheg
ifworkerslacknecessaryskillsthebusinesswillneedtotrainthem oremploynewones

ii. itisarequirementbyfinances:financialinstitutionssuchasbanksmayrequirethebusinessplaninorderto
financeorgiveloantoabusiness

iii. Determinationoffinancesrequired:Itsaidsinthecalculationoffinancesthatisrequiredtofundthevarious
activitiesofthebusiness

iv. Properallocationofresources:itisaguideforproperdistributionofresources.Thiswillensurethat
resourcesareneitherunderutilizednorusedforthewrongpurpose.

v. Amotivatingfactor:Itcommunicatestheobjectiveofthebusinesstoallemployees.Thisenablestheworker
toworkhardwiththeintentionofachievingsetobjectives

vi. Adaptability:Agoodbusinessplanprovidesroom toaccommodateanyunforeseenchangesthatmightoccur
infuture

vii. Atoolforcontrol:Planninginvolvessettingstandardsagainstwhichperformancecanbeassessedwhere
thereareanydeviations,correctivemeasurescanbetaken.

b.Methodusedbygovernmenttosolvehighrateofunemployment
i. Adoptinglabourintensivemethodsofproductionegmakingroadsusinghumanbeinginsteadofusing

machines

ii. Encouragingemploymentcreationinprivatesectorthroughcreatinganenablingenvironmentforsavingand
investmentforbothlocalandforeigninvestors

iii. Increasinggovernmentexpenditureonprojectthatwouldcreatemorejobsegconstructionofroads

iv. Ruraldevelopment-bygovernmentdevelopingruralareas,createmoreemploymentopportunitythereby
reducingruraltourbanmigration

v. Adoptingarelevanteducationsystem whichemphasizestheskillsrequiredbythelabourmarket.

vi. Diversificationofeconomicactivities–thiswouldreduceseasonalunemploymentegirrigationschemes

vii. Populationcontrolthroughencouragingtheoneoffamilyplanningmethods

2.a.Waysofcorrectingabalanceofpaymentdeficit

i.Promoteexportthroughmeasureslikecustomsdrawbarkstoincreaserevenuefrom exports

ii.controllingimportegbyimposingquotestoreducetheexpenditureonimport

iii.Askingforaid/grantfrom friendlynationsandusethem tofinancethedeficit

iv.Devaluationoflocalcurrencytomakeexportcheaperandimportmoreexpensive

v.Attractingforeigninvestorstoincreaseinflowofcapital

vi.Diversifyingproduction/exporttocapturedifferentmarketabroadthusincreasingcapital (any5x2
=10)

b.Factorstobeconsideredwhendesigninganoffice
i.Costofconstructionshouldbeaffordable

ii.Sizeofthestaffinordertoavoidovercrowingorunnecessaryfreespace
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iii.Maintenanceandrunningcostshouldbewithinreach

iv.Natureoftheorganizationworktodecidethemostappropriatelayout

v.Spaceavailabletodetermineitisadequate

vi.Securityfortheoffice/personalpropertytoavoidloss/damage
3a.Differencesbetweenperfectcompetitionandmonopoly

PerfectCompetition Monopoly

i. Manysellers/producers Singleseller/producer

ii. Priceissetbyforcesofdemandandsupply Thefirm setthepriceofitsproduct

iii. Productaresimilarinallwaysegsize,quantityetc Commoditiesdonothaveclose
substitute

iv. Freeentryoffirmsintothemarket Difficultforotherfirmstoenterthe
market

v. Asinglesellercannotinfluencethepriceinthe
market

Thesellercaninfluencetheprice

vi. Pricediscriminationisnotpossible Pricediscriminationispossible

b.Non-monetarygovernmentmeasurestocontrolinflation (any5x2=10)
i.Reducinggovernmentspending-soastoreducetheamountofmoneyincirculationtheirbyreducingdemand

pull-inflation

ii.Increasingincometaxes-thiswillreduceconsumerdisposableincomestheirbyloweringthelevelofspending
controllingdemandpull-inflation

iii.Providingcommoditiesthatareinshortsupply-theincreaseinsupplywillreducepricecommodity

iv.Reducetaxonproduction–Thiswillreducecostofproductiontherebyreducingcostpushinflation

v.Subsidingproduction-Thiswillreduceproductioncostandwillleadtoreducedprices

vi.Pricecontrol

vii.Controllingexport

viii.Restrictingimports

ix.Restrictingtermsofhirepurchaseandcredit

4a.
ROTICHTRADERS

i) Tradingprofitandlossaccountfortheperiodending31stDec2015

Openingstock 100,000

Addpurchases 500,000

Lessreturnout 26,000

Addcarriagein 40,000

Sales 800,000

Lessreturninwards90,000
Netsales 710,000

514,000

GAFS 614,000

Lessclosingstock 120,000
COGS 494,000

GPcld 216,000

710,000 710,000

Carriageoutwards 3,000

Rent 60,000

GPbld 216,000
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Interestonexpenses 10,000

Generalexpenses 7,000

NPcld 136,000

216,000 216,000

16X (8mks)

Iii) ROTICHTRADER
Balancesheetasat31stDec2015

Assets Capital+liabilities
Fixedassets Capital 168,000

AssN.P 136,000

Deliveryvan 160,000 304,000

Currentassets Liabilities

Stock 120,000

Bank 50,000

Debtors 130,000

Creditors 150,000

Bankoverdraft 6,000

300,000 156,000
460,000 460,000

8X (4mks)

4b.Characteristicsofeconomicresources
Havemonetaryvalue:thevalueofacommoditycanbeexposedthroughprice.Theyhavevalueatwhichtheycan
changeownership.
Scarceinsupply:Economicresourcesarelessinsupplythanwhatisrequiredbyhumanbeing.Humaneffortif
requiredtoobtainthem.
Canchangeownership:Theycanchangeownershipfrom onepersontoanotherthroughselling,donationand
grants.
Haveutility:Theyhaveabilitytosatisfyhumanwants.
Unevenlydistributed:Theyareavailableinvariousquantitiesatdifferentplaces.
Canbecombined:Canbecombinedinvariousquantitiestoproduceothergoodsandservices.
Canbecomplimentary:Differenteconomicresourcesmaybeconsumedtogethere.gpenandink.
5a.Effectofdecreaseinsupplyonequilibrium priceandquantity



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|171

Equilibrium priceincreases/risesfrom P0TOP1

Equilibrium quantitydecreasesfrom Q0toQ1

Equilibrium pointdecreasesfrom E0toE1 10x1=(10mks)
5b.Essentialsofagoodwarehouse

i.adequatespace-warehouseshouldbespaciousenoughtoalloweasymovementandaccommodationofgoods
andpersonnel

ii.suitablelocation-itshouldbelocatedatsuitableplacetofacilitatereceiptandissuesofgoods

iii.Properbuildingdesign-warehouseshouldbedesignedinawaythatitaccommodatestheintendedgoods

iv.Appropriatestaff-awarehouseshouldbewelltrainedandefficientforpropermanagementandefficient
functioningofawarehouse

v.Compliancewithlaw–awarehouseshouldbeoperatedaccordingtotherequirementsofthelaw

vi.Properrecordingsystems–thisistoensurethatallmovementofgoodsisproperlymonitored.

vii.Appropriatespecialfacilities

viii.Goodtransportsystem

ix.Goodcommunication

x.Safetyfacilities

xi.Appropriateequipment

6a.Principlesofinsurance

i. Subrogation:Aftertheinsuredhasbeencompensatedtheremainsoftheinsureditem becomesthepropertyof
insurancecompany,sothattheinsuredisleftinthefinancialstatushewasbeforethelossoccurred

ii. Proximatecause–Fortheinsuredtobecompensatedtheremustbeverycloserelationshipbetweentheloss
sufferedandtheriskinsured

iii. Indemnity–theinsuredcanonlybecompensatedforactuallosssufferediethereplacementvalue

iv. Contribution–whentwoormoreinsurancecompaniescometogethertoinsurethesameitem,incaseofloss
theycontributeproportionallytocompensatetheinsured

v. Utmostgoodfaith–atatimeofsigningtheinsurancecontract,theproposerisexpectedtogivematerialfact
relatedtotheproperty/subjectmatterheorshewanttoensure

vi. Insurableinterest–theinsuredcaninsurewhathe/shestandtolosefinanciallyintheventofloss

b.
PurchasesJournal

date Details InvoiceNumber Folio Amount
2012
July1 SawaDisributors 76,200
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1 Nduta 15,600

1 Rita 40,000

12 Langat 24,600

25 Pendotrader 23,000

25 David 39,000

218400

ReturnPurchaseJournal
Date Details CreditNote Folio Amount
2012
July10 Ngina 4,200

10 Rita 10,000

14,200

SalesJournal
Date Details InvoiceNumber Folio Amount
2012
July5 Kirima 40,000

5 Ngina 25,000

5 Herishop 12,000

18 Ngina 7,000

18 Kamene 11,000

95,000

Salesreturnjournal
date details Creditnote folio amount
2012
July15 Ngina 5,000

15 Kirima 3,500

15 Kamene 3000

11,500

20x1/2=10mks
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KIGUMOMOCK
FORM FOURBUSINESSSTUDIESPAPERI
565/1
TIME:2HOURS

1.Statefouroccupationsthatapersonmayengageininthesecondarylevelofproduction. (4
mks)
2.Thecomputerisfastovertakingthetypewriterasequipmentforproducingdocumentsinanoffice.Outlinefour
reasonsthat mayaccountforthis.
(4mks)…..
3.Highlightfourcircumstancesunderwhichpaymentincashmaybepreferredtopaymentbycheque. (4
mks)
4.Givefourreasonsthataccountfortheneedforconsumerprotection. (4
mks)
5.HighlightfourbenefitsofdelocalizationofbusinessenterprisesinKenya. (4
mks)
6.Indicatetheeffectofeachofthefollowingtransctionsonassets,liabilitiesandcapitalbyputtinga(+)forincrease,
a(-)fordecreaseand(NE)fornoeffect. (4
mks)

Transaction Assets Liabilities Capital
i. Paidoutstandingrentexpensessh.5000incash.

ii. Withdrewsh.35,000from thebankforpersonaluse.
iii. Boughtfurnitureworth70,000oncreditfrom KapteiTraders.
iv. Convertedapersonalvehiclevaluedatch,200,000intobusiness

asset.

7.Statefourdifferencesbetweenapartnershipandsoleproprietorform ofbusiness. (4
mks)
8.Listfourwaysinwhichthegovernmentmaycontrolinflation. (4mks)
9.Highlightfourfactorsthatmayleadtolowlevelofnationalincome. (4
mks)
10.On1st’May2017NyanjaowedNdegwash.50,000.Theowingtransactionstookplaceduringthemonth.

May9:CreditsaletoNyanjash.40,000.
May20:Nyanjareturnedgoodsworthsh.3,000toNdegwa.
May29:Nyanjapaidsh.85,000bychequeinfullsettlementofhisaccount.
PrepareNyanja’saccountinthebooksofNdegwa. (4mks)

11.ThetablebelowshowsthequantitydemandedofcommodityXpermonthbyconsumersPandQ.
Priceperunit(shs.) QuantitydemandedbyP QuantitydemandedbyQ
100 120 200
80 180 250
65 250 350
40 350 500

StatefourreasonswhyQdemandsmoreofcommodityXateverypricethanP. (4
mks)
12.Highlightfourbenefitsofadvertisingtoaconsumer. (4mks)
13.Outlinefourmeasuresthatcanbetakentosafeguardtheorganization’sproperty. (4
mks)
14.Highlightfourfactorsthatmaylimitdevelopmentofinternationaltrade. (4
mks)
15.Highlightfourmicro-environmentalfactorsthatmaypositivelyaffecttheperformanceofabusiness. (4
mks)
16.Statefourcircumstancesunderwhichabusinessmayprefertotransportgoodsbyair. (4
mks)
17.Highlightfourqualitiesneededforacommoditytofunctionasmoney. (4
mks)
18.Statefourcircumnstancesunderwhichcapitalofabusinessmaychange.
(4mks)
19.Outlinefourfactorsthatarelikelytocauseadeficitinbalanceofpayments. (4
mks)
20.Highlightfourreasonswhyitisnecessarytohaveintermediariesinthedistributionchain. (4
mks)
21.Statefourwaysinwhichconsumerswouldsufferiftherewerenowarehousingfacilities. (4
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mks)
22.Highlightfourreasonsthatmaymakeplanningdifficultindevelopingcountries. (4
mks)
23.J.Chombahadthefollowingassetsandliabilitieson1st’January2016.

Shs.
MotorVehicles 400,000
Debtors 36,000
Bank

16,500
Stock 52,000
BankLoan 38,500

Fortheyearended31stDecember2016,thefollowinginformationwasavailable;
(i)Additionalcapitalshs.5000.
(i)Drawings;cashshs20,000,stock15,000.
(iii)Netlossshs.68,480.

Calculatecapitalon31st’December2016. (4
mks)
24.Outlinefourchallengesthatmayfaceacountrythatismadeupofalargeproportionofyoungpeople. (4
mks)
25.Statefourreasonsthatjustifytheprovisionofessentialservicesbythestateinsteadofleavingthem totheprivate
sector.

(4mks)
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KIGUMOMOCK
FORM 4BUSINESSSTUDIES
PAPER2
565/2
TIME:2½HRS

1.
a)Explainfiveprinciplesofagoodtaxsystem. (10mks)
b) Withtheaidofadiagram,explainthecircularflowofincomeinatwosectoreconomy.

(10mks)
2.
a)ExplainfivemeasuresthatthegovernmentofKenyacanemploytoreducetheamountofmoneyincirculation.(10

mks)
b) Explainfivewaysthroughwhichthegovernmentmaycreateanenablingenvironment.

(10mks)
3.
a)ExplainfivebenefitsthatKamauwouldgetbyjoiningKorochoSACCO. (10mks)
b) Explainfivereasonswhybusinessmenobserveethicalpractice. (10

mks)
4.
a)Explainfivefactorsthatonewouldconsiderwhenchoosingamethodforproductpromotion. (10

mks)
b) OnJanuary2018,MbogoTradershadshs40,000incashandabankoverdraftofshs16,200.Duringthe

monthoffollowingtransactionstookplace.
January
3rd:Boughtgoodsincashworthshs17,500.
4th:Receivedfrom Temboachequeofshs14,250afterallowing5%cashdiscount.
8th:Mando,adebtorsettledhisaccountofshs17,000byachequeofshs16,500.
10th:Withdrewshs7,200from thebankforpersonaluse.
14th:Salesamountedtoshs22,450incash.
18th:PaidSimbatradersshs28,500incashinfullsettlementoftheiraccountless5%cashdiscount.
20th:Withdrewshs4,000from thebankforbusinessuse.
22nd: Kunguru,adebtor,settledheraccountofshs40,000bychequeless1.5%cashdiscount.
26th:Paidwagesshs12,000incash.

Received;
Prepareadulybalancedthreecolumncashbook. (10mks)
a)InthelastoneyearapplesupplyinMurang’ahasbeenonrise.Explainfivefactorsthatwouldhaveleadtothistrend.

(10mks)
b) Explainfivedemeritsoffreetrade. (10

mks)
5.
a)Explainfivebenefitsofusingelectronicfilingsystem. (10mks)
b) ThefollowinginformationrelatestoKiprutoEnterprisesasat31stDecember2017.

Sh
Motorvehicle 146,500
Officeequipment’s 120,000
Drawings 12,000
Capital 200,000
Stock 68,000
Netprofit 82,000
Bankloan 80,000
Debtors 86,000
Cashinhand 6,000
Creditors 50,000
Bankoverdraft 26,500

Required
(i) PrepareKipruto’sbalancesheet (6mks)
(ii)Calculate

a)Workingcapital (2mks)
b) Borrowedcapital (1

mk)
c)Currentratio (1mk)
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KIGUMOMOCK
FORM FOURTERM TWO2018
PAPERTWOMARKINGSCHEME

1.Occupationsthatapersonmayengageininthesecondarylevelofproduction.
 Engineering

 Plumbing

 Carpentry

 Masonry

 Dressmaking

 Foodprocessing
2.Whycomputerhasovertakenthetypewriter.
 Thecomputerismoreaccurate\efficient.

 Computerisfasterinproducingdocuments.

 Itiseasiertomanipulatedocumentsinacomputer.

 Itispossibletosavedocumentsinacomputerforfutureuse.

 Documentsproducedinacomputerareneat.

 Computeruserequireslessphysicaleffort.

 Computermayretrieve\accessdocumentsfrom othercomputers.
3.Circumstancesunderwhichpaymentbycashmaybepreferredtopaymentbycheque.
 Iftheamountofmoneyinvolvedissmall.

 Ifthecreditworthinessofthedrawerisdoubtful.

 Ifthepayeepreferscashpayment.

 Ifcashpaymentisthepolicyofthebusiness.

 Wherechequefacilitiesarenotavailable.
4.Reasonsthataccountforneedforconsumerprotection.
 Productssoldmaybeharmful/poisonous.

 Sellersmayoverpricetheirproducts.

 Productssoldmaybeofpoorquality.

 Sellersmayhoardgoods.

 Sellersmaygivefalseadvertisement.

 Commoditiesmayhavefalselabelling.

 Commoditiesmaybeunder-measured.
5.BenefitsofdelocalizationofbusinessenterprisesinKenya.
 Balancedregionaldevelopmentmaybeachieved.
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 Rural-urbanmigrationisreduced.

 Moreruralareasareopenedtobetterexploitationofresources.

 Populationcongestion,crimeandothersocialevilsarereducedintowns.

 Createsemploymentopportunitiesinruralareas.

 Reducesconsequencesofwarornaturalcalamities,whichwouldariseiffirmswerelocatedinonearea.

 Offersmarketforlocallyproducedgoods/rawmaterials.
6.Effectsoftransactions.

Transaction Assets Liabilities Capital
a) (-) (-) NE
b) (-) NE (-)
c) (+) (+) NE
d) (+) NE (+)

7.Differencesbetweenapartnershipandsoleproprietorform ofbusiness.
Partnership Soleproprietor

 Ownedbytwoormorepeople.  Ownedbyoneperson.
 Dutiesandidecanbeshared.  Nosharingofduties.
 Nosecrecy  Allowsfortopsecrecy.
 Slowdecisionmaking.  Fastdecisionmaking.
 Profits\lossesareshred.  Nosharingofprofits\losses.
 Widersourcesofcapital.  Fewsourcesofcapital.

8.Waysinwhichgovernmentmaycontrolinflation.
 Restrictingthelendingcapacityofcommercialbanks.

 Sellinggovernmentsecurities.

 Controllingpublicsectorspending.

 Restrictingtermsofhirepurchaseandcreditsale.

 Increaseinincometaxes.

 Subsidizingproduction.

 Producingcommoditiesthatareinshortsupply.

 Reducingtaxonproduction.

 Curtailingpowersoftradeunions.

 Avoidingimportingmaterialsthatwouldbringimportedinflation.

9.Factorsthatmayleadtolowlevelsofnationalincome.
 Reducedlaboursupply.

 Poornaturalresourcesendowment.

 Lowleveloftechnology.

 Lowleveloftechnology.

 Politicalinstability.

 Negativeattitudeofcitizenstowardswork.

 Largesubsistencesector.

 Reducedforeigninvestment.
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 Poorentrepreneurialskills.

 Lowlevelsofcapital.
10. NyanjaA\c

Date Particulars Amount
(Shs.)

Date Particulars Amount
(Shs.)

May1
May9

Balb\d
Sales

50,000
40,000

May20
May29
May29

Salesreturns
Bank
Discountsallowed

3,000
85,000
2,000

90,000 90,000

11.ReasonswhyQdemandsmoreofcommodityXateverypricethanP.
 QmaybehavingalargefamilythatrequiresmoreofcommodityxthanP.

 QmaybehavingahigherincomethanP.

 QmaybelackingsubstituteforcommodityXwhichPhas.

 Qmaybelivinginageographical/climaticalregionfavouringdemandforcommodityX.

 QmaybehavingamorepositiveattitudetowardscommodityXthanP.
12.Benefitsofadvertisingtoaconsumer.

 Consumersgetinformationaboutoffersavailable.

 Informsconsumerwheretogettheadvertisedproduct.

 Enablestheconsumertocomparevariousproducts.

 Createscompetitionresultingtohighqualityproducts.
13.Measuresthatcanbetakentosafeguardtheorganization'sproperty.

 Byensuringthatproperrecordsofalltheorganization’spropertyarekept.

 Byensuringthemaintenanceofalltheorganization’sproperty.

 Installingcontrolmeasurestominimizetheft.

 Educatetheemployeesonsecuritymeasures.

 Installanefficientfilingsystem fordocuments.

 Takinginsurancecoverfortheproperty.

 InstallingCCTVcamerasforsecuritypurposes.
14.Factorsthatmaylimitdevelopmentofinternationaltrade.

 Politicaldifferencesbetweencountries.

 Complicatedexportandimportprocedures.

 Protectionistpoliciesadoptedbysomegovernments.

 Unpredictablefluctuationsinforeigncountries.
15.Micro-environmentalfactorsthatmightpositivelyinfluencetheperformanceofabusiness.

 Availabilityofadequatefinancialresources.

 Appropriatelabourresources.

 Favorablebusinessculture.

 Appropriatebusinessstructure.

 Appropriatemanagementskills.
16.Circumstancesunderwhichabusinesspersonmayprefertotransportgoodsbyair.

 Wheregoodsareurgentlyneeded.
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 Wheresecurityofgoodsisverynecessary.

 Wherealternativemeansoftransportarenotavailable.

 Wheregoodsareperishable/requireshorttimetotransport.

 Wherethedistancetobecoveredisrelativelylong.

17.Qualitiesneededforacommoditytofunctionasmoney.
 Shouldbegenerallyacceptable.

 Shouldbedivisibleintosmallerunits.

 Shouldbeportable.

 Shouldbefairlyscarce.

 Shouldbestableinvalue.

 Shouldbefairlydurable.
18.Circumstancesunderwhichcapitalofabusinessmaychange.

 Whennewcapitalisintroduced.

 Whenbusinessrealizesaprofit.

 Whenbusinesssuffersaloss.

 Incaseofdrawingsbyproprietor.
19.Factorsthatislikelytocauseadeficitinbalanceofpayments.

 Fallinvolumeofexports.

 Increaseinvolumeofimports.

 Restrictionbyacountry’stradingpartners.

 Revaluationofdomesticcurrency.

 Useofinappropriatetechnology.

 Increaseinpricesofexports.
20.Importancesofintermediariesinthedistributionchain.

 Helpinbreakingbulk.

 Helpintransportationofgoods.

 Storegoodsuntilconsumersrequirethem.

 Enableconsumerstogetavarietyofgoodsandservices.

 Accumulatebulkforthosewhorequirelargequantities.

 Helpinproductpromotion.

 Financingproducers.

 Reducingthenumberoftransactionsbetweenconsumersandproducers.
21.Waysinwhichconsumerswouldsufferiftherewerenowarehousingfacilities.

 Noconstantsupplyofgoods/shortages/delaysindelivery.

 Goodswouldbemoreexpensive/fluctuationsinprices.

 Theywouldreceivegoodsthatmighthavegonebad.

 Theymightreceivegoodsthatarenotpreparedforsale.
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 Buyersmaynotgetachancetoinspectthegoodsbeforebuying.
22.Reasonsthatmaymakeplanningdifficultindevelopingcountries.

 Inadequateandunreliabledata.

 Inappropriateplanningmodels.

 Existenceofacomparativelylargesubsistencesector.

 Inadequatequalifiedmanpower

 Problem ofcontrollingtheprivatesector.

 Relianceonforeignexperts.
23.Calculatingclosingcapital.
Capital1st’January Assets Shs.

MotorVehicles 400,000
Debtors 36,000
Bank 16,500
Stock 52,000
Total 504,500√
Lessbankloan 38,550

Capital31st’December 465,950√
CC=OC+AC-NL-D
CC=Sh(465,950+5000-68,450-35,000)√

=Shs.367,470√ (4×1mk=4mks)
24.Benefitsthatamembermayderivefrom asavingsandcreditco-operativesociety.

 Abletoobtainloans.

 Lowinterestrateschargedonloans.

 Provideaconvenientwayofsaving.

 Amembermayearnbonuses/dividends.

 Fewformalitiesrequiredwhenborrowing.

 Loansarewrittenoffincaseamemberdies.

 Adviceisgiventomembers.

 Nocollateralisrequiredexceptshareswhenborrowing.

 Reasonableloanrepaymentperiod.
25.Reasonsthatjustifytheprovisionofessentialservicesbythestateinsteadofleavingthem totheprivatesector.

 Topreventexploitationofthepublicbytheprivatesector.

 Someutilitiesareriskyandsensitivetobeleftinthehandsoftheprivateinvestors.

 Toestablishmonopoliesinareasofpublicinterest.

 Certainutilitiesrequireheavyinitialcapitalnotaffordablebyprivateinvestors.

 Someutilitiesareessentialbetnon-profitable.
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KIGUMOMOCK
565/2
FORM 4BUSINESSSTUDIES
MARKINGSCHEMEPAPER2

1.
a)Principlesofagoodtaxsystem.

(i) Equity–Shouldbefair/just/peopleshouldbetaxedaccordingtoincome.
(ii) Economical–cheap/easytoadminister/costeffective/thecostofcollectionshouldberelativelylowerthan

taxrevenue.
(iii) Convenient–methodofpayment/collectionshouldbeconvenienttotaxpayer/collector.
(iv) Certainty–taxcollector/payershouldknowwhat/when/howtopay/collect.
(v) Flexibility–itshouldbeadaptabletoallsituations/circumstances/conditions/subjecttorevision.
(vi) Simplicity–shouldbeeasytounderstand/administer.
(vii)Elasticity–proceedsfrom taxationshouldbecapableofexpanding/contractingwithchangesinincome/

population.
(viii)Diversity/widebasedthereshouldbearange/varietiesoftaxes/shouldnetmanytaxpayers.
(ix) Difficulttoevade–shouldnotcreateloopholesforpeopletoescape/dodge.
(x) Shouldregulatetheeconomybyencouragingproduction/properallocationofresources.
(xi) Shouldhavebenefittotaxpayerthroughprovisionofqualityofgood/servicestoencouragethem topay.

b) Circularflowofincomeinatwosectorseconomy.

HOUSEHOLD

Paymentforgoods/services paymentforF.O.P provisionofF.O.P

Sale/provision
Ofgood/services

FIRMS

2.
a)Measuresthatthegovernmentmayputinplacetoreducetheamountofmoneyincirculation.

(i) Raisingthebank/lendingrate–makingcredit/loanexpensive.
(ii) Raisingtaxestoreducedisposableincome.
(iii) Reducinggovernmentexpenditurebysuspendingsomeprojects.
(iv) Openmarketoperationbyinstructingthecentralbanktosellgovernmentsecurities/stocks.
(v) Selectivecreditcontrol/creditrationingbydecidingonlytoprovidefinancestospecificsectors.
(vi) Compulsorydepositswherecentralbankmayrequirethatcommercialbanktodeposit.acertainamountof

theircashwithit.
(vii)Raisetheinterestrateswhichencouragessavings.
(viii)Raisecash/liquidityratioleavingcommercialbankwithlittlemoneytolend.
(ix) Raisingmarginrequirementtodiscourageborrowing.
(x) Directivesbyinstructingcommercialbankstoreducelending.
(xi) Moralpersuasionbyconvincing/persuadingthecommercialbankstoreducetheirlendingtothepublic.
(xii)Surplusbudgeting–byspendinglessthantheincomeraised/collected.

b) Waysthroughwhichgovtmaycreateanenablingenvironment
(i) Provisionofsubsidiesbythegovernmentpayingpartofproductioncost/lowercostofproduction.
(ii)Provisionofcheapfinance/creditfacilities/capitaltostart/runbusiness.
(iii)Provisionofskilledlabour/manpowerforeffectiveproduction/increaseproductivity.
(iv)Incentivetoencourageinvestments/provisionoftaxholidays.
(v)Protectionoflocalinfantindustriesfrom unfair/unhealthycompetition.
(vi)Loanguaranteefrom lendingagencies.
(vii)Provisionofcheaplandloweringcostofproduction/encouragesinvestments.
(viii)Improvementofinfrastructuretofacilitatemovementofrawmaterials/F.O.P/accesstomarkets.
(ix)Developmentofsocialamenitiestoimprovesocialwelfareoftheinvestors.
(x)Favourablegovtpolicies/lawsthatencourageproduction/consumption.
(xi)Goodgovernance/politicalstabilitycreateaconductiveenvironmentforbusiness/ensureaccountability/

transparency/reducesthecostofdoingbusiness.
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(xii)Ensurelawandordertoallowforsmoothrunningofbusiness.

3.
a)BenefitofjoiningaSACCO

(i) Encouragemembertosavebymakingregularcontribution.
(ii)Provisionloan/creditfacilitiestomemberbasedontheircontribution.
(iii)Receivedividendsbasedontheircontributions.
(iv)Education/adviceontheirrights/co-operativesactivities.
(v)Providefrontofficeservices/bankingfacilitiestodeposit/withdrawcash.
(vi)Interesttomembersoncontributiontotheco-operatives.
(vii)Insuremembers’contributions/loansandhencemembers’savingsaresafe.
(viii) Lowinterestratesonloansmakingthem relativelycheapascomparedtobanks.
(ix)Loansarewrittenoffincaseofdeathof,amemberrelievingthebeneficiarytheburdenofclearingthecredit.
(x)Members’shares/savingsaredoubledandpaidtobeneficiariesincaseofdeathofmembers.

b) Reasonswhybusinessmenobserveethicalpractices
(i) Toensurefaircompetition/fairplayhencefirmsareabletowithstand/copewithit/toensurecontinuity.
(ii)Toprotectconsumersfrom exploitation/poorquality/unhygienicproducts/falseadvertisementsetc.
(iii)Toprotecttheenvironmentfrom degradation/pollution/toensuresustainability.
(iv)Topromotesocialresponsibilitybyassisting/givingbacktothesociety.
(v)Tomaintainpositiveimagehencemaintaincustomerloyalty/attractcustomers.
(vi)Toabidebythecountry’slawhenceavoidconflict/frictionwithlawenforcingagents/avoidlawsuits.
(vii)Tomaintainssuppliershencereliable/continuousprovisionofrawmaterials.
(viii) Topromotepositiveculturalpracticesthroughproductionofgoods/servicesthatisinlinewithconsumers

culturalvalues.
(ix)Avoiddiscriminationinbusinessbyensuringfair/equalopportunitiestoallinemployment/promotion/

tenderinge.t.c.
4.
a)Factorstoconsiderinchoosingaproductpromotionmethod.

(i) Costofthemethod–shouldbeaffordable/cheap/costeffective.
(ii) Geographicalcoverage/distancetobecovered–shouldreachthecustomersintheirlocations.
(iii) Typeofcustomer/targetgroup/Natureofmarketshouldappealtothetargetgroup/consumers.
(iv) Natureoftheproduct/typeofproductshouldbeappropriate/suitablefortheproduct/technicalrequire

personalselling.
(v) Natureofthemessage–shouldeffectively/bestpresentvariousaspectsoftheproduct.
(vi) Urgencyofthemessage/speedofmedium shouldreachthecustomerwithinthedesiredtimeframe.
(vii)Intendedimpressiononewhichcanbestachievethedesiredimpression/impact.
(viii)Numberofcustomer/sizeofthemarketshouldeffectivelyservicetheavailablecustomers.

b) MBOGOTRADERSTHREECOLUMNCASHBOOK
Dr Cr

Date Details Discount
allo
wed

Cash Bank Date Details Discount
recei
ved

Cash bank

2018
Jan1

Balb/d 40,000 2018
Jan1

Balb/d 16,200

4 Tembo 750 14,250 3 Purchase
s

17,500

8 Mando 500 16,500 10 Drawings 7,200
14 Sales 22,450 18 Simba 1,500 28,500
20 Bank(c) 4,000 20 Cash(c) 4,000
22 Kunguru 600 39,400 26 Wages 12,000

31 Balc/d 8,450 42,750
1850 66450 70150 1,500 66,450 70,150

5.
a)Factorsthatwouldleadtoincreaseinsupplyofapple

(i) Modern/improvedtechnologyleadstohighquality/quantity.
(ii)Increaseinpriceofapplefarmers/suppliercanaffordthem.
(iii)Favorablegovernmentpoliciesencouraginggrowth/productionofappliers.
(iv)Favorableclimaticfactors/seasonsincreaseproduction/leadstobumperharvest.
(v)Increaseinskill/trainingofapplefarmersleadtohighoutput.
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(vi)Reducedcostofproductionmakesthem affordableforfarmers.
(vii)Expectedfuturedecreaseinprice–wanttodispose.

b) Demeritsoffreetrade.
(i)Dumpingofinferior/cheap/substandardproducts.
(ii)Unemployment/lossofjobsduetocollapse/closureoffirmsduetounfair/unhealthycompetition.
(iii)Erosionofvalues/belief/moralsduetocopyofnegativeforeignhabits/cultures.
(iv)Entryofharmfulgood/servicese.g.drugswhichmayaffectpeople’shealthnegatively.
(v)Sloweconomicdevelopmentduetoinfluxofforeigngods.Services.
(vi)Overexploitationofresourcesleadingtodepletion/exhaustion,
(vii)Contributetounfavorable/worseningB.O.Pduetocountryvaluedexports/expensiveimports
(viii)Importedinflationduetoimportationofoverpricedgoods/services.
(ix)Encourageoverdependence/overrelianceonimports/foreigncountrieswhichmayleadtopoliticalblackmail/

vulnerability.
(x)Entryofcontrabandgoods/serviceswhichmaynegativelyaffectsecurity/health/economystability.
(xi)Braindrain–lossofskilledpersonneltodevelopedcountriesthatprovidebetterpay/amenities/working

conditions.
6.
a) Benefitofelectronicfilingsystem.
(i) Easyaccessoffiles–astheyareserialized/coded.
(ii)Lessstoragefacilitiesastheycanbestoredincompactmanner/inflashdisc.
(iii)Easyupdateasinformationisstoredinflexibleapplications.
(iv)Lesspaperwork–thusreducesenvironmentalpollution.
(v)Useofnetworkincreasesconnectivityandsharingofinformation.
(vi)Safetyofinformationduetouseofpasswords.
(vii)Highlyportableandhencecanbetransferredfrom differentlocationaccessedfrom differentlocation.
(viii)Presentableoutlookofinformationfrom computers.
b)

KIPRUTOENTREPRISES
BALANCESHEET

ASAT31/12/2017

FixedAssets Shs.
Motorvehicle 146,500
Officeequipment’s 120,000

266,500

CurrentAssets
Stock 68,000
Debtors 86,000
Cashhand 6,000 160,000

426,500

Shs.
Capital 200,000
+Netprofit 82,000

282,000
Lessdrawings 12,000

270,000
Longterm liabilities
Bankloan(4yrs) 80,000
Currentliabilities
Creditor 30,000
Bankoverdraft 26,500 76,500

426,500

ii)
a)Workingcapital

CA–CL
160,000–76,500=83,500

b) Borrowedcapital
Loan=80,000

c)Currentratio
160,000:76,500=320:153

Or=2.091:1or2:1
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MURANG’ASOUTHSUB-COUNTY
465/1
BUSINESSSTUDIES
PAPER1
FORM 4
JULY/AUGUST2018
2HOURS

1.Identifythebusinessactivityforthefollowingdescriptions. (4
marks)
(a)Involvesconversionofrawmaterialsintomoreusefulproducts
(b)Processofmovinggoodsandservicesfrom theproducertotheconsumer
(c)Involveshumanactssuchasentertaining,actinghairdressing

2.Obtainingofgoodsfrom theirnaturalenvironmentStatefourcircumstancesunderwhichachequemaybe
dishonored.
(4marks)

3.ThefollowinginformationrelatestoKyalo’stradersasat31stDecember2010.
Details Shs.
Totaldrawings 400,000
Addedinvestments 800,000
Capital(31stDecember2010) 7,000,000
Profit 3,100,000

CalculateKyalo’sinitialcapital. (4marks)
4.Namethedocumentsdescribedbythestatementsgivenbelowasusedininternationaltrade. (4

marks)
(a)Requestsforpaymentbeforegoodsaredelivered
(b)Showsownershiportitleofgoodsimported
(c)Showsthecountryofmanufactureofgoods
(d)Showsthetransportationchargesforgoods

5.Statefourcharacteristicsofeconomicresources. (4
marks)

6.Highlightfourdisadvantagesoflongchainofdistributiontoabuyer. (4
marks)

7.Outlinefourbenefitsthatwouldaccruetoabusinessmanwhouseslinerratherthanatrampsteamer. (4
marks)

8.StatefourservicesofferedbycooperativebankofKenyatoitsmembers.
9.StatefourbenefitsofSACCOstoitsmembers. (4

marks)
10. ThefollowingtransactionstookplaceinthebusinessofLuckyThreeCo.Ltd.InthefirstweekofJanuary

2010.
Jan1:Balanceb/dshs.24,000cashinhandandshs.14,000atbank.
Jan2:Receivedachequefrom thesaleofgoodsshs.20,000
Jan3:Soldanoldmotorvehicle,receivingshs.70,000cash.
Jan4:Withdrewfrom bankshs.3,000forpersonaluse.
Jan5:Transferredallcashtothebank,leavingabalanceofshs.2,000only.

Entertheabovetransactionsinatwocolumncashbookandbalanceit. (4
marks)

11. Highlightfourwaysinwhichanorganization’spropertyaresafeguardedandcontrolled. (4
marks)

12. Thefollowinginformationwasextractedfrom thebooksofMiraTraders.
Shs.

Openingstock 160,000
Closingstock 200,000
Rateofstockturnover 3times
Markup 20%

Required
(i)Grossprofit (2marks)
(ii)Sales (2marks)

13.Highlightfourmeasuresthatagovernmentmaytaketoreducethemortalityrateinacountry. (4
marks)

14.Highlightfourrisksownersofasupermarketmayinsureagainst. (4
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marks)
15.Highlightfourwaysinwhichconsumersmayprotectthemselvesagainstexploitationbytraders. (4

marks)
16.Outlinefourwaysinwhichthegovernmentexpendituremaystabilizetheeconomyofacountry. (4

marks)
17.Identifythetypesofwholesalersdescribedinthestatementsgivenbelow. (4

marks)
(a)Awholesalerwhotradesinawidevarietyofhumanmedicine.
(b)Awholesalerwhotradesinbeansonly
(c)Awholesalerwhobuysorangesfrom farmersinruralareasandsellsthem tootherwholesalersinurban
areas
(d)AwholesalerwhosuppliesgoodstowesternpartsofKenya

18.Highlightthevarioustypesofaftersaleservicesthatcanbeusedforproductpromotion. (4
marks)

19.CurrentlytherehasbeenageneralriseinpricesofconsumergoodsandservicesinKenya.Outlinefournegative
effectsofthistrend.
(4marks)

20.ThefollowingledgeraccountsappearedintheledgerbookofHodariLtd. (4
marks)

Dr. PurchasesA/C Cr.
2/1/05 Creditors 50,000
10/1/05 Bank 5,000

Dr.
BankA/C Cr.

4/1/05 Capital45,000 8/1/05 Creditors 10,000
10/1/05 Purchases 5,000

Dr. CreditorsA/C Cr.
8/1/05 Bank 10,000 2/1/05 Purchases 50,000

From theaboveledgeraccounts,statethetransactionswhichtookplaceonthefollowingdates. (4
marks)

(a)2/1/05
(b)4/1/05
(c)8/1/05
(d)10/1/05

21.Highlightfourwaysinwhichawarehouseisusefultoamanufacturer. (4
marks)

22.Outlinefourmeasuresthecentralbankmayputinplacetoreducetheamountofmoneyincirculation.
(4marks)

23.Outlinefourcircumstancesunderwhichcashwithordermaybeused. (4
marks)

24.Statefourwaysthroughwhichthegovernmentcanensurecleanenvironment. (4
marks)

25.Highlightfourcharacteristicsofanoligopolymarketstructure. (4
marks)
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MURANG’ASOUTHSUB-COUNTY
465/2
BUSINESSSTUDIES
PAPER2
FORM 4JULY/AUGUST2018
2HOURS

1.
(a)Karimistartedacanteentwoyearsago,butfailedoneyearlater.Givefivereasonswhichcouldhavecausedthis.

(10mks)
(b)Explainfivecircumstancesunderwhichacountrymayrestrictinternationaltrade. (10

mks)
2.
(a)Explainfivewaysofmakingfacetofacecommunicationeffective. (10mks)
(b)Explainfiveusesofnationalincomestatisticstoacountry. (10mks)
3.
(a)KaranjaownsabakeryinKitaletown.Explainfivewayswhyhecarriedoutdivisionoflaborintheprocessof

bakingbreadinhisfactory. (10
mks)

(b)Thefollowingtrialbalancewasextractedfrom thebooksofKisumuAutoSparesasat31stDecember2016.
KisumuAutoSpares

TrialBalance
Asat31stDecember2016

Details Dr. Cr.

Shs. Shs.

Capital 400,000
Purchases/sales 200,000 600,000
Debtors/creditors 20,000 60,000
Returns 25,000 15,000
Discounts 6,000 8,000
Carriageinwards 6,500
Carriageoutwards 15,000
Salaries 10,000
Stock(1.1.16) 18,000
Motorvehicles 400,000
Furniture 150,000
Rent(house) 49,000
Commissionallowed 50,000
Advertising 43,500
Commissionreceived 10,000

1,093,000 1,093,000
AdditionalInformation
Stockon31stDecember2016Shs.20,000
Required
Preparetradingandlossaccountfortheyearended31stDecember2016. (10
mks)

4.
(a)Givefivedifferencesbetweenaprivatecompanyandapubliccorporation. (10

mks)
(b)MakueniCountyhaslocatedfruitprocessingfactoryatKalamba.Explainfivefactorsthatwereconsideredin

locatingthefirm. (10
mks)

5.
(a)Explainfivereasonsforwhichtraderobserveethicalpracticeinproductpromotion. (10

mks)
(b)ThefollowingbooksoforiginalentryrelatetoHurumaTradersforthemonthofApril2017.

PurchasesJournal
Date Details Amount
2017 Shs.
April5 Jahazitraders 340,000
16 Sambatraders 220,000
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30 Total 560,000

SalesJournal
Date Details Amount
2017 Shs.
April2 Haricowholesalers 849,000
8 Njamaatraders 1,250,000
30 Total 2,099,000

SalesReturnJournal
Date Details Amount
2017 Shs.
April15 Haricowholesalers 9,500
20 Njamaatraders 25,000

30 Total 34,500

Purchasesreturnsjournal
Date Details Amount
2017 Shs.
April12 Jahazitraders 5,000
24 Sambatraders 1,500
30 Total 6,500

Required
Posttheaboveinformationtotherelevantledgeraccounts. (10
mks)
6.
(a)Explainfivereasonswhythegovernmentmayfinditnecessarytoimposetax. (10

mks)
Usingawelllabeleddiagram,illustratetheeffectsofanincreaseinsupplyonequilibrium priceandquantity.
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MURANG’ASOUTHSUB-COUNTY
FORM 4PAPER1MARKINGSCHEME

1.Businessactivitiesnamed

(a)Processing

(b)Distribution.

(c)Provisionofservices

(d)Extractionofgoods. 4×1=4mks

2.Circumstanceswhenachequecanbedishonored.

Whenfundsintheaccountareinsufficient.

Whenthesignatureoftheaccountholderdifferswiththespecimeninthebank.

Whenthechequeispresentedtothebankbeforetheduedate.

Stalecheques.

Iftheownerhasclosedtheaccount.

Ifthechequehasbeenaltered.

Ifthebanklearnsaboutthedeathoftheaccountholder. 4×1=4
mks.

3. CalculatingKyalo’sinitialcapital

C=CC+D–P–I

=7,000,000+400,000–3,100,000–800,000

=Shs.3,500,000 4×1=4mks.

4.Thedocumentsdescribedbythegivenstatements.

(a)Pro-formainvoice.

(b)Billoflading.

(c)Certificateoforigin.

(d)Freightnote/airwaybill. 4×1=4
mks.

5.Characteristicsofeconomicresources.

 Havemoneyvalue.
 Haveutility.
 Arescarceinsupply.
 Areunevenlydistributed.
 Havealternativeuses.
 Arecomplimentary. 4×1=4mks.
6. Disadvantagesoflongchainofdistributiontoabuyer.

 Increasedpriceofagood/service.

 Likelihoodofdelayofproductions.

 Damageofgoodsduetohandling.

 Perishablegoodsmaygobad.
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 Feedbackfrom manufacturerstakelong. 4×1=4mks.

7. Benefitsaccruingusingalinertotransportgoods

 Linershavefixedschedules/timetables.

 Linershavefixedrates/fares.

 Linersaremorereliablethantrampssincetheydonotchangeroutes.

 Coverlongerdistancesthantramps.

 Cancarrybulky/heavy/moregoods.

 Manyprovidediscountstoitsregularusers. 4×1=4mks.

8. Servicesofcooperativebanktoitsmembers.

 Acceptingdeposits.
 Providingmeansofpayment.
 Providing/lendingloansfacilities.
 Providingsafecustodyofvaluableitems.
 Offeringforeignexchangeservices.
 Providingadviceonfinancialmatters.
 Actingasanagentofstockexchange. 4×1=4mks.
9. BenefitsofSACCOstoitsmembers.

 Loansandwrittenoffincaseofdeathofamember.
 Offervarietyofloans.
 Chargelowinterestratesonloanscomparedtobanks.
 Givedividendstomembers.
 Offerfrontofficeservices/bankingservicestomembers.
 Encouragememberstosave.
 Beneficiariesofamemberarepaiddoublemember’ssavingincaseofdeath.

10.

Dr. 2ColumnCashBook Cr.

Date Details Cash Bank Date Details Cash Bank

2010
Jan1

2
3
5

Balanceb/d
Sales
Motorvehicle
Cash

24,000

70,000

20,000

92,000

2010
Jan1

2
5
5

Balanceb/d
Drawing
Bank
Balancec/d

92,000
2,000

14,000
3,000

95,000

16×¼=4mks.
11.Waysinwhichorganization’spropertyissafeguardedandcontrolled.

 Throughenhancingsecurityagainsttheft.

 Takinginsurancecover.

 Undertakingproperrepairs/servicing/maintenance.

 Conductingphysicalstocktakingofeachproperty.
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 Ensuringproperhandlingoftheproperty.

 Recordingmovementandusageofeachproperty. 4×1=4mks.

12.Calculations

(i) Averagestock=openingstock+closingstock

2

=160,000+200,000

2

=shs.180,000

Costofgoodssold=rateofstockturnover×averagestock

=3×180,000

=shs.54,000

...Markup= GP

COS

20%= GP

540,000

GP=540,000×20%

=shs.108,000
2×1=2mks.

(ii) Sales=costofsales+grossprofit

=540,000+108,000

=shs.648,000

2×1=2mks.

13.Measuresofreducingthemortalityrateinacountry.

 Availabilityofbetterhealthcare.

 Foodsecurity.

 Minimizingintendedconflictsandwars.

 Improvingonsanitation.

 Sensitizationofpublic/personalhygiene/vaccination.

 Disastermanagement/fires/collapsingbuildings.

 Applymeasurestoreduceroadaccidents. 4×1=4mks.

14.Riskstoinsureagainst.

 Fire

 Theftandburglary.

 Goods/cashintransit.
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 Thirdpartyaccidents.

 Occupationalhazardsforemployees.

 Riskagainstpossibleharm onduty.

 Fidelityguarantee.

 Baddebts.

 Personalaccident.

 Consequentialloss.

 Sprinklerleakage.

 Publicliability. 4×1=4mks.

15.Waysinwhichconsumersprotectthemselves.

 Inspectinggoodsbeforebuying.

 Enlighteningthem abouttheirrights.

 Formingconsumerassociations.

 Reportingcasesofexploitationtoauthorities.

 Avoidtradersidentifiedasexploiters.

 Demonstratepeacefullyagainstexploiters

 Complainthroughthemedia.

 Familiarizethemselveswithobligationoftraders.

4×1=4mks.

16.Waysinwhichgovernmentexpenditurestabilizestheeconomyofacountry.

 Provisionofsecurityforenablingenvironment.

 Creationandmaintenanceofadministrativedepartmentforeffectiveoperation.

 Provisionofsocialservices.

 Spendingoninfrastructureforefficientproduction.

 Provisionofbasicgoodsandservicesthroughsubsidies.

4×1=4mks.

17.Identificationofwholesalers.

(a) Generallinewholesalers.

(b)Specializedwholesalers.

(c)Merchantwholesalers

(d)Regionalwholesalers.

18.Typesofaftersalesservices.



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|193

 Transportofgoodstothecustomer’spremises.

 Installationoftechnicalgoodsbytheseller.

 Sellercanguaranteethebuyertheavailabilityofspareparts.

 Repairandmaintenanceofgoodsbought.

 Warrantyforaperiodoftimecanbegiven.

 Trainingabuyeronhowtouseaparticularproductcanbedone.

4×1=4mks.

19.Negativeeffectsofgeneralpriceincrease(inflation).

 Reducesrealvalueofmoney

 Lowersthestandardsofliving.

 Reducessavingsandinvestments.

 Leadstolossestocreditors.

 Retardseconomicdevelopment.

 Erosionofpeople’spurchasingpower.

 Increasesinterestrate.

 Leadstoreducedprofits.

 Emergenceofblackmarket.

 Canleadtopoliticalunrest.

4×1=4mks

20.Identifyingbusinesstransactions

(a)2/01/05:Boughtgoodsworthshs.50,000oncredit.

(b)4/01/05:Ownerinvestedmoremoneyshs.45,000bydepositinginbusinessbankaccount

(c)8/01/05:paidcreditorsshs.10,000bycheque.

(d)10/01/05:purchasedgoodsworthshs.5,000andpaidbycheque.

N.B.:Narrationandamountmustbecorrecttoscore.

21.Wayswarehouseisusefultoamanufacturer

 Somegoodsmature/improveinqualitywhileinwarehouse.

 Goodscanbepreparedforsale.

 Canoffersteadysupplyofseasonedgoods.

 Canhaveacontinuousproductionprocess.

 Goodsareprotectedfrom physicaldamages
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 Canstorerawmaterials.

4×1=4mks.

22.Measurescentralbankusestocontrol/reduceamountofmoneyincirculation.

 Compulsorydeposits/specialdepositsi.e.increase.

 Selectivecreditcontrol.

 Openmarketoperations.

 Sellsecuritiestothepublic.

 Raisebankrates.

 Raisecash/liquidityratio.

 Raisingmarginrequirement.

 Raisetheinterestrate.

 Useofmoralpersuasion.

 Useofdirectives.

4×1=4mks.

23.Circumstanceswherecashwithorderisused.

 Wherethebusinessisconductedthroughpost/mailorder/business.

 Wherethebuyerisnewtotheseller.

 Wherethebuyercreditworthisindoubt.

 Whenthesellerpolicyisnottoadvancecredit.

 Whenthesellerwantstoavoidthehighcostofdebtcollection.

 Whenthesellerneedsworkingcapital.

 Whenthesellerwantstoavoiddebtorsrecordmaintenance.

4×1=4mks.

24.Waysinwhichthegovernmentcanensureacleanenvironment.

 Throughincreasingexpenditureonwastedisposalmanagement/recycling.

 Bypassinglawsenforcingconservationoftheenvironment.

 Providingfundsinresearchandbettermethodsofmanaging/conservingtheenvironment.

 Encourageandpromoteconservationofforestcover.

 Training/educatingpersonnelonconservationissues.

 Byawardingindividuals/firms/institutionsthatcontributetoconservationofenvironment.

4×1=4mks.

25.Characteristicsofanoligopolymarketstructure.
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 Firmsareindependent.

 Productsareclosesubstitutes.

 Thereisuncertaintyofbehavioroffirms.

 Themarketcomprisesafewfirms.

 Thereislimitingfactorstoentry.

 Firmsmayengageinpricewars.

 Thedemandcurveiskinked.

 Theremaybepricerigidity.

4×1=4mks.
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MURANG’ASOUTHSUB-COUNTY

FORM FOURMARKINGSCHEMEPAPER2

1.
(a)Causesofabusinessfailure
 Inadequatecapitaltosustain/runthebusiness.
 Inappropriatemarketingleadingtolowsales.
 Stiffcompetitiontocopeupwith.
 Inadequatemanagementskillstooperate
 Inadequatemanpowertomanage.
 Poortechnologyleadingtolowqualitygoods/services.
 Lackofmarketduetolowincomeofbuyers.
 Poorpricingwhichmakesgoods/servicestooexpensvetoattractcustomers.
 Politicalinstability/insecuritywhichhindersmoothrunningofthebusiness.
 Poorinfrastructurewhichhinderaccesstorawmaterials/market.
 Lackofplanningtoaccommodatefuturechanges.
 Poorallocationofresourcesleadingtowastage.
 Poorcustomerrelationleadingtolossofmarket.
 Poortimemanagementwhichhinderaccomplishmentoftasks. 5×2=10mks.

(b)Circumstancesunderwhichrestrictsinternationaltrade.
 Needtoprotectlocal/infantindustriesagainstforeigncompetition.
 Tocontroldumping–entryofsubstandardgoodswhichadverselyaffecteconomy.
 Tocorrectbalanceofpaymentdeficittoreducepaymentonimports.
 Topreventharmfulproductstoprotecthealthofconsumers.
 Wheregoodsinvolvedaresecurityrisktothecountrytoensurepeaceandstability.
 Tocountertheactionsoftradingpartnersasaretaliatorymeasure.
 Toavoidimportedinflationarisingfrom overpricedimports.
 Tosafeguardlocalemploymentthismaybelostduetoentryofcheapimports.
 Needtoavoidoverrelianceonimportswhichmayleadtopoliticalblackmail.
 Wherethereisneedtoavoidoverexploitationofresourceswhichmaycausetheirdepletion.
 Needtobuildreservesonstrategiccommoditiestoavoidshortagesinmeetinglocaldemand. 5×2=

10mks.
2.
(a)Waysofmakingfacetofacecommunicationeffective.
 Clarityofmessage–soastoavoidmisunderstanding/ambiguity.
 Useofnon-verbalcues/gestures–toclarifymessages.
 Nearness/proximityofpartiesbeingclosetoeachotherorwithincommunicatingrange.
 Useofacommonlanguage–toenhanceunderstandingofthemessage.
 Makingmessageconcise/brief–toavoidunnecessarydetails/retainattention/concentration.
 Positiveattitudeofparties-tomakethem listentoeachother/avoidprejudgment.
 Goodlistening/attentiveness–togetthemessagebeingsent/presented.
 Useofsimplelanguage/non-technicalterms–forthereceivertounderstandthemessage. 5×2=10mks.

(b)Fiveusesofnationalincomestatistics.
 Helpsinmeasuringtheeconomicperformanceofthecountryintermsofoutputofgoods/services/percapita

income.
 Usedinmeasuringeconomicperformanceofacountryovertime.
 Usedtocompareperformanceofonecountrywithothercountries.
 Usedtodetermine/comparecontributionofthevarioussectorstothenationaleconomicbasket.
 Providethenecessaryinformationforeconomicplanning.
 Usedtomeasure/comparetheregionaldistributionofthewealth/differenteconomicgroups.
 Actsasbarometerofsaving/investmentlevel.
 Necessaryinmakinginvestmentdecisionsespeciallybyentrepreneurs. 5×2=10mks.

3.
(a)Benefitsofdivisionoflabor

(i) Lesstimespent–faster/quicker/speed/lessmovementbyworkerschangingfrom oneworktoanother.
(ii) Increasedproduction–qualityoutputincreases/peoplebecomeadapted/experts/specialistsatitem

productionastheydoitrepeatedlyincreasingproduction.
(iii) Standardgoods/uniform goods–goodsproducedareofuniform qualityduetouseofmachines
(iv) Increaseduseofmachines/mechanization/workcanbeautomatedleadingtolowercostofproduction/
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makingworkeasier/efficient.
(v) Better/improvedmanagement–facilitatingaccountability/staffingevaluation/supervision.
(vi) Highqualitygoods/servicesproduced–peopleconcentrateindoingjobsforwhichtheyarebestsuited

wherequalityofoutputimproves/repeatingthesametask.
(vii) Increasedcreativity/innovation–theorganizationmaytapworkerstalentsandskillswhichmayhelpto

modifyexistingproducts.
(viii) Improveefficiency–duetobetteruseofresources/improvesimage/reputationoftheorganization.

Any5×2=10mks.
(b) FurahiTenaTraders

Trading,ProfitandLossAccount
Fortheyearended31stDecember2016

Dr. Cr.
Shs. Shs.

Openingstock 18,000
Purchases 200,000
Carriageinwards 6,500
Purchasesreturns (15,000)
191,500
Goodsavailableforsale
209,500
Closingstock
(20,000)
Costofgoodssold
189,500
Grossprofitc/d
385,500

575,000

Sales 600,000
Salesreturn (25,000)
Netsales 575,000

575,000

Expenses Incomes
Carriageoutwards 15,000
Salaries 10,000
Houserent 49,000
Commissionallowed 50,000
Advertising 43,500
Totalexpenses 167,500
Netprofit 236,000

403,500

Grossprofitb/d 385,500
Discountsreceived 8,000
Commissionreceived 10,000
Totalincomes 403,500

403,500
403,500

20×½=10mks.
4.
(a)Differencesbetweenaprivatecompanyandapubliccorporation.

PrivateCompany PublicCorporations
(i) Formedundercompany’sact (i) Formedunderactofparliament
(ii) Managedbyboardofdirectorsappointed

byshareholders.
(ii) Managedbyboardofdirectorsappointedbythe

President/government.
(iii) Capitalfrom sellingofshares. (iii)Capitalfrom thegovernment.
(iv) Ownedbytheshareholders. (iv)Ownedbythegovernment/public
(v) Providevariousgoods/servicestothe

public/people.
(v) Provideessentialgoods/servicestothepublic.

(vi) Itisprofitorientedtotheowner. (vi)Itisserviceorientedtothepublic.
(vii)Minimum membershipis2andmaximum

is50.
(vii)Nominimum andmaximum membership.

(viii)Lossessharedbytheowners
(shareholder)

(viii)Bailedoutbythegovernmentincaseoflosses.

(b) Factorsconsideredwhenlocatingfruitprocessingfirm atKalamba
(i) Nearnesstorawmaterials–firmsthatproduceperishablegoodsarelocatednearthemarketinordertocut

downdistributioncost.
(ii)Availabilityoflabor–useoflaborintensivemethodsofproduction.Requiressufficientlaborsupply.
(iii)Room forexpansion–afirm shouldbelocatedataplacewherethereisenoughspacetoincreaseoperations.
(iv)Availabilityofwater–duetothemanyproductionactivities.
(v)Availabilityofpower–importantforproductionactivities.
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(vi)Governmentpolicy–sometimesthegovernmentinfluencesthelocationofthefirmsinordertoreducethe
originalimbalance.

(vii)Climaticfactors–theclimateatKalambaencouragesfarmerstoplantfruits.
(viii) Availabilityofauxiliaryservices–e.g.Krepbank,FSA,postofficee.t.c.
(ix)Securityandpoliticalstability–theregionispoliticallystablewhichencouragesfarmerstoconcentratein

farming.
Any5×2=10mks.

5.
(a)Reasonsforwhichtradersobserveethicalpracticeinproductpromotion.

(i) Toavoidmisleadingthecustomersbymakingfalseclaim abouttheirproducts.
(ii) Toensurethatconsumersarenotoffendedbynotmakinguseofappealsthatgoesagainsttheircultural

values.
(iii) Toavoidexploitingcertaingroupslikechildrensincetheylackknowledge/experiencethatunderstandthe

purposeofappeals.
(iv) Toavoidnegativeinfluenceoftheconsumersthatmayleadtoimmorality/illhealth.
(v) Toavoidportrayingrivalbusinessesnegatively/sabotagingcompetitorsinanattempttocapitalizethemarket

/ensurefaircompetition.
(vi) Tocreateapositiveimage/reputationhencemaintainingcustomerloyalty.
(vii)Toabidebythelawsofthecountry/toavoidlawsuits/conflicts/frictionwithinlawenforcementagainst

government.
(viii)Toavoidenvironmentalpollution/degradationbynothindering/makingexcessivenoise/using

environmentalfriendlypromotionmaterials.
5×2=10mks.

(b) Ledgeraccounts
(i) Purchasesledger

Dr. JahaziTradersA/C Cr.
2017 Shs. 2017 Shs.
April12:PurchasesReturns 5,000 April5:Purchases 340,000

30:Balc/d 335,000
340,000 340,000

Dr. SimbaTradersA/C Cr.
2017 Shs. 2017 Shs.

April:24:Purchasesreturns 1,500 April16:Purchases 220,000

30: 218,500

220,000 220,000

(ii) Salesledger

Dr. HaricoWholesalersA/C Cr.

2017 Shs. 2017 Shs.

April2:Sales 849,000 April15:Salesreturns 9,500

30:Balc/d 839,500

849,000 849,000

Dr. UjamaaTradersA/C Cr.
2017 Shs. 2017 Shs.
April8:Sales 1,250,000 April20:Salesreturns 25,000

30:Balc/d 1,225,000

1,250,000 1,250,000
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(iii) Generalledger

Dr. PurchasesA/C Cr.

2017 Shs. 2017 Shs.

April30:Totalcreditors 560,000 April30:Balc/d 560,000

Dr. SalesA/C Cr.
2017 Shs. 2017 Shs.
April30:Balc/d 2,099,000 April30:Totaldebtors 2,099,000

Dr.

PurchasesReturnA/C Cr.
2017 Shs. 2017 Shs.
April30:Balc/d 6,500 April30:Totalcreditors 6,500

Dr. SalesReturnA/C Cr.
2017 Shs. 2017 Shs.
April30:Totaldebtors 34,500 April30:Balc/d 34,500

6.
(a)Reasonswhygovernmentimposetax

(i) Toraisegovernmentrevenue–tofinancegovernmentexpenditure/activities.
(ii)Tocontrolinflation–imposingtaxesreducesmoneysupplythroughreducingpeople’sdisposableincome.
(iii)Toreduceincomedistribution–bytaxingtherichmorethanthepoorandspendingthatmoneytofinance

activitiesthat benefitthepoorinthesociety.
(iv)Todiscourageimportationofcertainproducts–inordertoboostlocalproduction/protectlocalindustries

from stiff competition.
(v)Tocorrectunfavorablebalanceofpayments–bytaxingimportsmoreinordertodiscouragetheirimportations.
(vi)Todiscourageconsumptionofcertainproducts–whichcanbeharmfultoconsumere.g.beer,cigarettesetc
(b)Effectsofanincreaseinsupply

Price D So S1

(shs.)

Po Eo

P1 E1

So

S1 D

qo q1

Effects
(i) Equilibrium pricedecreasefrom PotoP1

(ii) Equilibrium quantityincreasefrom qotoq1

(iii) Supplycurveshifttotherightfrom SoSotoS1S1.

10×1=10mks.
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KIENISUB-COUNTY
BUSINESSSTUDIES
PAPER1
TIME:2HOURS
ANSWERALLQUESTIONS

1.IdentifythreebusinessactivitiescarriedoutinNyeriCounty. (3Mks)

2.Identifythemachineusedforthefollowingpurpose. (4Marks)

Statement Machine
a) Destroyunwanteddocuments
b) Printpostagestampimpressionson

envelopes
c) Printingandrecordingcashscale

receipts
d) Printingdocumentstogether

3.Stateaunitofcarriageforeachofthefollowingmodesoftransport. (3marks)

Mode Unitofcarriage
a) Porterage
b) Air
c) Sea

4.Statefourdisadvantagesofadvertisingthroughthetelevision. (4Marks)

5.Highlightfourfactorsthatmaycontributetohigherlevelsofnationalincomeinacounty. (4Marks)

6.Statefourfunctionsofthecentralbank. (4Marks)

7.Statethreemethodsusedtorestricttradebetweencountries (3Marks)

8.Marycompletedform fourlastyearanddecidedtostartasimpleshop.GivefouradvantagesMarygetsfrom her
business. (4
marks)

9.Outlinefourbarrierstoeffectivecommunication. (4Marks)

10. Thediagram belowshowsthedemandforacommodityAoveragivenperiodoftime.Givefourcausesfor
changeofdemandcurvefrom DDtoD,D1. (4Marks)

X D1 S
D

D1

D
S

11.Classifythefollowingeconomicresources. (4marks)
Resource Classification

a) Oil
b) Shipcaptain
c) Hydroelectricpowerplant
d) Standardgaugerailway

12.Matchthefollowingtypesofunemploymentwiththecorrectstatement:residual,frictional,structural,open,
disguised.

(4Marks)

Statement Typeofunemployment
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(a)Withdrawalofworkerdoesnotaffect
output

(b)Arisesoutofphysical
challenges/disabilities

(c)Ignoranceofexistenceofajob
opportunity

(d)Peoplechoosenottoworkdespite
availabilityofjobs

13.Identifyfoursourcesoffinanceforagovernment. (4Marks)

14.Namefouressentialsofawarehouse. (4Marks)

15.Highlightfouradvantagesofdivisionoflabourandspecialisation. (4Marks)

16.Outlinefourprinciplesofaco-operativesociety. (4Marks)

17.

18.ThefollowingassetsandliabilitiesbelongtoChakatraderon1stMarch2016.

Capital 120,000

Machinery 80,000

Creditors 10,000

Debtors 20,000

Stock 25,000

Bank 5,000
On2ndMarchthefollowingtransactionstookplace

(i)Purchasegoodsworthksh.15,000oncredit

(ii)Receivedachequeofksh.10,000from adebtor
Required:
Prepareabalancesheetasat2ndMarch2016afterthetransactionstookplace. (7Marks)
18.Statefournegativeeffectsoninflationontheeconomy. (4Marks)
19.Identifyfourfactorsthatmayattractfirmstoanarea. (4Marks)
20.Highlightfourcircumstancesunderwhichaninsurancecompanymayre-insureitself.(4Marks)
21.Statefourfeaturesofanoligopolymarket. (4Marks)
22.Identifyfourfactorsthatdetermineamountofmoneyheldbyanindividualfortransactionmotive. (4Marks)
23.Mentionfourgoalsforeconomicdevelopment. (4Marks)
24.Statefourreasonswhythegovernmentfinditnecessarytoprotectconsumersfrom traders.(4Marks)
25.StatefourfactorsthatinfluenceentrepreneurshippracticesinKenya. (4Marks)
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KIENISUB-COUNTY
BUSINESSSTUDIES
PAPER2
TIME:2½HOURS

Answerfivequestions

1.(a)ExplainfivefunctionsoftheCentralBankofKenya. (10Marks)
(b)Usingawelllabelleddiagram explainthecircularflowofincomeinatwosectoreconomy. (10Marks)

2.(a)Explainfourdisadvantagesofpipelinetransport. (8Marks)
b)Thefollowingtrialbalancewasextractedfrom thebooksofMwananchilimitedasat31stDecember2010.

Mwananchilimited
Trialbalance

Asat31stDecember2010
Account Dr Cr
purchases 140,000
advertising 8,000
Stock1/1/2010 25,000
sales 190,000
Fixedassets 164,000
creditors 22,200
debtors 21,000
salaries 28,000
Bankoverdraft 20,200
Returnoutwards 4,800
Cashinhand 5,000
Rentexpenses 20,800
Returninwards 3,000
capital 177,600

414,800 414,800

Prepare:
(a)Trading,profitandlossaccountfortheperiodended31stDec2010. (7Marks)
(b)Balancesheetasat31stDec2010 . (5Marks)

3(a)ThefollowingtransactiontookplaceatMwanzowholesalersduringthemonthofMay2018
May1:Balancecashksh.2,900,bankksh.65,400.
May2:Mwangipaidhisaccountofksh.12,000bychequeless2.5%cashdiscount.
May3:ApidMukoriinvestmentsh.10,000bychequeless5%cashdiscount.
May8:Withdrewksh.10,000cashfrom bankforbusinessuse.
May11:Kamausettledhisaccountofksh.27,300bychequehavingdeducted2.5%cashdiscount.
May15:Paidwageksh.9,000cash.
May20:Chegepaidhisaccountksh.4,000incashdeducting2.5%cashdiscount.
May25:Boughtfurniture’sandfittingsandpaidbychequeksh25,000.
May28:Cashsaleksh.25,000.
May29:Depositedksh.25,000from thecashtillintothebusinessbanka/c.
May30:PaidWaguraksh.6,000shincashlesscashdiscountof5%.
May31:PaidKairuksh.41,800bychequehavingdeducted5%cashdiscount.

PrepareaThreecolumncashbookdullybalanced.
(b)Explainfivecircumstancesthatmaymakeabankrejectacheque. (10Marks)
4.(a)Outlinefivedifferencesbetweendirectproductionandindirectproduction. (10Marks)

(b)Explainfivewaysthroughwhichinsurancefirmscontributetoeconomicdevelopmentofacountry. (10Marks)
5.(a)Explainfivebenefitsofahighpopulationtoacountry. (10Marks)

(b)Outlinefivedifferencesbetweenasoleproprietorshipandapubliclimitedcompany. (10Marks)
6.(a)Explainfivebenefitstoabusinessthathasagoodbusinessplan. (10Marks)

(b)Explainfivefactorsthatmayleadtoabalanceofpaymentdisequilibrium. (10Marks)
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KIENISUB-COUNTY
MARKINGSCHEME
BUSINESSSTUDIES

PAPERI
1.ThreebusinessactivitiesinNyeriCounty

a) Extractionofrawmaterials

b) Processingofrawmaterials

c) Manufacturinggoods

d) Construction

e) Trade

f) Provisionofservices

g) Distribution (4X1=Marks)

2.Identifymachinesandtheiruses

a) Papershredder

b) Frankingmachine

c) Cashregister

d) Staplingmachine (4X1=4Marks)

3.Unitsofcarriage

a) Portage-human

b) Air–aeroplane/chopper/airship/hotairballoon

c) Sea–ship/boat/canoo/ferrysubmarine/yacht/steamer (3X1=3Marks)
4.Disadvantagesofadvertisingthroughthetelevision

a) Areexpensivetobuy

b) Canbeaffectedbymechanicalbreakdownandpowerfailure

c) Itscostlytoadvertisethroughtelevision

d) It’snotappealingduetoageandgenderdifferences

e) Canbeaffectedbybadweather

f) It’snotlonglasting/notpermanent (4X1=4Marks)

5.Factorscontributingtohigherlevelsofnationalincome. (4Marks)

a) Naturalresourceendowment

b) Availabilityofcapital

c) Availabilityofskilledlabour

d) Applicationofmoderntechnology

e) Foreigninvestmentintothecountry

f) Politicalstability/securebusinessenvironment

6.Functionsofcentralbank (4Marks)

a) Issuingofcurrency

b) Actsasabankercommercialbank’s

c) Controllingfunctionsandoperationsofcentralbank
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d) Actasalinktobanksandotherfinancialinstitutions

e) Maintainstabilityinexchangerate

f) Lenderoflastresort

g) Facilitatesclearingofcheques

h) Administeringpublicdebt

i) Controllingmonetarysystem
7.Methodsoftraderestrictions (3Marks)

a) Tariffs

b) Quota

c) Totalban/embargo

d) Administrativebottlenecks

e) Foreignexchangecontrol

f) Moralpersuasion

8.AdvantagesofstartingasmallscalebusinessofMaryowner (4Marks)

a) Self-employment

b) Easytoraisecapital

c) Easytostart

d) Lowcostofrunningthebusiness

e) Assuredofregularcustomerbecausethebusinesspermanent

9.Barrierstoeffectivecommunication (4Marks)

a) Poortiming

b) Lackofcommonlanguage

c) Negativeattitude

d) Poorchoiceofmedia

e) Poorlistening

f) Badweather

g) Geographicalbarriers

h) Agedifference
10.Reasonforshiftindemandcurve (4Marks)

a)Increasedinconsumers’income
b)Changeinconsumerstastes,fashionsandpreferences.
c)Favorableclimaticconditions
d)Increaseinpopulation
e)Futureexpectationofincreaseinprice

11.Classifyingeconomicresources (4Marks)
a)Natural

b)Human

c)Manmade

d)Manmade

12.Typesofemployment (4Marks)
a)Disguised
b)Residual
c)Frictional
d)Open/voluntary
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13.Sourcesofpublicfinances (4Marks)
a)Finesimposedbycourtstooffenders
b)Rentandratespaidforuseofgovernmentproperty
c)Dividendsandprofitsearnedfrom governmentdirectinvestment
d)Interestearnedonloansadvancedbygovernment
e)Proceedsfrom saleofgovernmentproperty
f)Taxes
g)Governmentborrowing

14.Statefouressentialsofawarehouse (4Marks)
a)Suitablelocation
b)Appropriateequipmentsandmachines
c)Appropriatestructures
d)Adequateandskilledlabour
e)Suitablelocation
f)Adequatesecurity
g)Compliancewithlegalrequirements
h)Specialfacilitiesforspecialgoods
i)Adequatespace
j)Clearoperationprocedures

15.Advantagesofdivisionoflabour (4Marks)
a)Workisdonefaster

b)Highqualityofgoodsareproduced
c)Outputisincreased
d)Developmentofnewtalentsandinnovation
e)Useofmachinesismadepossible
f)Enhancementofworkers’skills
g)Facilitateseasierplanningandmanagementofwork
h)Workerssufferlessfatigue

16.Principlesofaco-operativesociety (4Marks)
a)Democraticadministration
b)Openandvoluntarymembership
c)Educationandtrainingofmembers
d)Co-operationwithotherco-operatives
e)Paymentofdividedtomembers
f)Limitedinterestoncapital
g)Limitonnumberofsharesonecanpurchase

17. Chakatraders
Balancesheet

Asat2ndmarch2016
Sh. Sh.
Machinery 80,000 Capital 120,000
Bank 15,000 Creditors 25,000
Debtors 10,000
Stock 40,000

145,000 145,000

18.Negativeeffectsofinflation
a)Weakenvalueoflocalcurrency
b)Contractorslosetheirearnings
c)Declineinlivingstandardsofpeopleearningfixedincome
d)Lendersloosetoborrowers
e)Discouragesavings
f)Increasecostofimplementingdevelopmentsplans
g)Balanceofpaymentdeficit
h)Fallininvestment-leadingtodeclineinemploymentlevels
i)Conflictbetweenemployerandemployeeleadingtoindustrialinterest

19.Factorsthatmayattractfirmsintoagivenarea. (4Marks)
a)Poorskilledlabourforce
b)Availabilitysupportservicese.g.banksinsuranceforms
c)Availabilityofrawmaterials
d)Availabilityofpower
e)Governmentpolicy
f)Security
g)Room forexpansion
h)Goodinfrastructure
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20.Circumstancesunderwhichinsurancecompaniesre-insure (4Marks)
a)Whenit’sthegovernmentpolicy
b)Whenthereneedtospreadrisk
c)Whenvalueofprofitistoohigh
d)Wherepossibilityofriskoccurringisveryhigh.
e)Whenthecompanycoversmanyrisks

21.Featuresofoligopoly (4Marks)
a)Fewsettlers
b)Priceandoutputdecisionsareinterdependent
c)Actionofeachfirm mayleadtoreactionbyotherfirms
d)Therecouldberivalrybetweenfirmsleadingtopricewars
e)Firmsdealwithhomogenous/similar/closesubstitutesbutdifferentiatedintermsofshape,colourorprice
f)Therearelimitingfactorstoentry.e.g.capitaltechnology

22.Factorsdeterminingtransactionmotiveofmoney (4Marks)
a)Individualincomelevels
b)Intervalbetweenreceiptsofincomes
c)Individualsspendinghabits
d)Priceofcommodities
e)Availabilityofcredit

23.Goalsofdevelopment (4Marks)
a)Attainhigh/sustainableeconomicgrowth
b)Alienationofpoverty
c)Provisionofadequatehealthfacilities
d)Foodsecurity–enoughfood
e)Provisionofsecurity-maintainpoliticalstability
f)Environmentalconservation
g)Diversificationintheeconomy
h)Attainequitabledistributionofincome
i)Alleviateunemployment
j)Enhancesself-esteem.

24.Reasonforconsumerprotection (4Marks)
a)Provisionofessentialservicesatfairprices
b)Ensureprovisionofqualityproducts
c)Protectconsumersfrom misleadingadvertisements
d)Protectthem from saleofharmfulproducts
e)Protectthem from underweightproducts

25.Factorsinfluencingentrepreneurshippractices (4Marks)
a)Availabilityofmarket
b)Availabilityofgoodinfrastructure
c)Availabilityofcreditfacilities
d)Legalrestrictions
e)Availabilityoftechnology
f)Availabilityoftrainingandconsultancyservices
g)Prevailingpoliticalclimate
h)Levelsoftaxation
i)Pricingpolicy
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KIENISUB-COUNTY
MARKINGSCHEME
BUSINESSSTUDIES
PAPER2

1.FunctionsofCentralBank(8Marks)

a) Actsascommercialbanksbanker-centralbankofKenyaactsthecommercialbanksbankerasthecentralbankshavean
accountwithcentralbank.

b) Controllingcommercialbanksgivesinstructionstocommercialbanksonlendingproceduresandproperbankingpracticesto
preventexploitationofcustomerandpromoteconfidenceinthefinancialsector.

c) It’sthegovernmentsbank-governmentoperatesanaccountwithcentralbankandit’sthegovernmentsfinancialadviseron
monetarypolicies

d) Maintainingstabilityinexchangeratebysettingspecificexchangeratesarevaluation/devaluation ofdomesticcurrency.
e) Facilitatingchequeclearance-chequesarecleaningthroughcleaninghouseatCBKwherechequesareclearedandbalances

settled.
f) Administeringpublicdebt–CBKisresponsibleformanagementandrepaymentofpublicdebt.
g) Controlofmonetarysystem throughsettlingbankratesforlendingandborrowingcash/inequalityratio,openmarket

operations
(10marks)

b)Circularflowofincome

Paymentofgoods
andservices

ii)Firmsproducegoodsandservicesthattheyselltohousehold
ii)Householdsprovidefirm withfactorsofproductionthattheyneedinordertoproducegoods,andservices
iii)Firmspayforthefactorsofproduction
iv)Householdspayforgoodsandservices

2a)Fivedisadvantagesofpipelinetransport

i) Constructionofpipelineisveryexpensive

ii) Itrequiresconstructionmonitoringwhichisexpensive

iii) Ithaslimitedabilitytogenerateemployment

iv) Aleakagecancauseenvironmentalhazards/losses

v) It’snoteconomicalfortransportingsmallquantitiesofgoods

vi) Itspronetosabotage

vii)It’snotflexible–oncelaiditcannotbeadjustedaccordingtodemand

viii)Transportoneproductatatime

ix) Itsunidirectionali.e.travelonlyononedirection(10marks)

b) Mwananchilimited (7marks)

Trading,profitandlossa/c

Fortheperiodended31stDec2010

Openingstock 25,000 Sales 190,000
Addpurchases 140,000 Lesssalesreturn 3,000

165,000

households

firms

Factorsof
productio
n

Payment
For
F.O..P

Goodsand
services
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Lessreturnout 4,800 Netsales 187,000
Gas 160,200
Lessclosingstock 13,000
CGS 147,200
Grossprofitc/d 39,800

187,000 187,000

Advertising 8,000 Grossprofitb/d 39,800
Sales 28,000
Rent 20,800 Netlossc/d 17,000

56,800 56,800

Netlossb/d 17,000

Mwananchilimited (5marks)

Balancesheet

Asat31stDecember2010

FA 164,000 Capital 177,600
Debtors 21,000 Lessnetloss 17,000
Cashinhand 5,000 Netcapital 160,600
Stock 13,000 Creditor 22,200

203,000 Bankoverdraft 203,000
3a)3Columncashbook(10Marks)
3b)Circumstancesthatcanmakeabankdishonouracheque

a)Insufficientfundsintheaccount-theaccountholderdrawerhasinsufficientfundsbelowtheamountindicatedin
thecheque

b)Astalecheque-ifthechequeispresentedforpaysixmonthsafterthedateofissue

c)Theamountinwordsdifferswithamountinfigureswhentheamountinwordsandfigureandinwordsis
differentthebankcannotestablishwhichisthecorrectamount.

d)Ifthedrawerisdead,loandraftorinsane-chequescannotbehonoured,contractcannotbeenforcedorbevalid
whenonepartyisdead,insaneorbankrupt

e)Ifsignatureofdrawerandspecimeninthebankaredifferent

f)Ifthechequeisdefacedanduntidy

g)Ifchequeispost-dated-ifthechequeispresentedforpaymentearlierthantheduedate

h)Ifthereareanychangesmadetothechequeandtheyarenotcountersigned.(10marks4.a)Differencebetween
directandindirectproduction(10marks)

Directproduction Indirectproduction
i)Lowqualitygoods Highqualitygoods
ii)Lowoutput Highoutput
iii)Traditionalmethodsofproduction Usemodernmethodsofproduction
iv)Goods/servicesforownuse Goods/servicesforscale
v)Encouragesindividualism Encouragesspecialisation
vi)Doesnotencourageinvention/innovation Encouragesinvention/innovation
vii)Tiring Nottiring

b)Importanceofinsurancetotheeconomy(10marks)
a)Employmentcreation-employpeopledirectlyandothersindirectlye.gassalesagentsandbrokers

b)Creatingconfidenceininvestorsenablesinvestorstoinvestinriskybusinesses.

c)Revenuetogovernment–insurancefirmspaytaxes

d)Enablescontinuityofbusinessesincaseariskoccurstheinsurediscompensated

e)Encouragessavings-amountcontributedaspremiumsmakeindividualsavings.

f)Insurancecompaniesinvestinrealestateandotherventures
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g)Insurancehelpspreadriskbythoseinsuredcontributingtoacommonpool.
5a)Benefitsofahighpopulationtoacountry(10marks)

a)Increasedlaboursuppliesduetohighnumberofjobseekers

b)Increasesmarketforgoods/servicesduetothelargenumberofconsumers

c)Diversetalents.Sinceinalargepopulationmoretalentedpeoplewillenlarge

d)Technologicaladvancementaspeopleareinspiredtolookfornewmethodsofimprovingproductive

e)Efficientuseoflocalresourcesasmanypeoplerelyonthem forsurvival

f)Increasedgovernmentrevenueduetoincreasednumberoftaxpayers

g)Increasedlevelofinvestmentduetohighdemandforgoodsandservices
5b)Differencesbetweenasoleproprietorshipandapubliclimitedcompany.(10marks)
Soleproprietorship Publiccompany
i)Ownedbysoleproprietorship i)Ownedbyshareholders
ii)ownerhasunlimitedliability Ii)Ownershavelimitedliability
iii)managedbyowner iii)Managedbyaboardofdirectors
iv)profitsenjoyedbyowner iv)Profitsharedbyshareholders(dividend)
v)ownerbearslossalone v)Lossessharedamongshareholders
vi)capitalraisedbyowneralone vi)Capitalcontributedbyshareholders
vii)businesslackcontinuity vii)Businesshasperpetualexistence
viii)registeredwithlocalauthority viii)Registeredbyregistrarofcompanies
ix)Formationprocedureiseasy/cheap ix)Formationprocedureiscomplicatedandexpensive
xfastdecisionmaking x)Slowdecisionmaking
xiBusinessisflexible xi)Businessisrigidasperobjectiveclause
XiiOwnerenjoyssecrecy xii)Nosecrecy–publishedtradingresults
XiiiOwnerinvolvedinmanagement xiii)Ownersnotinvolvedindailymanagementactivities
6a)Benefitsofabusinessplan(10marks)

a)Atoolforevaluationcanbeusedtodeterminewhetherthefirm isachievingitsgoals/objectivesandmaking
necessary adjustmentschangesforcomparisonpurposes
b)Sourcingforfunds/loans/credititcanusedtoconvincefinanciers/investorstoprovidefundingtofinance
operations
c)Givesthefirm acompetitiveedge–thefirm isabletounderstandmarketoperations,competitionpositioningand
penetration
d)Guidesduringimplementationofanewbusinessasitactsasamanagementsystem inmakingdecisionsonday
todaybasis andreferencepointforfurtherexpansion
e)Aforecastingtool-analysingSWOTandunforeseencircumstancesandhowtomanageunforeseen
circumstances
f)Asproofofcommitmentbyownersitmakesownerscommittedandabletothinkcritically.
g)Anevaluationtool-canbeusedtoassesswhetherbusinessisachievingitsobjectivesornot.

b)Causesofbalanceofpaymentdisequilibrium (10marks)
a)Fallinvolumeexports-allfactorsconstantdeclineinexportvolumewouldreduceexportearningscausinga

deficit

b)Delenovatingofcountry’stermsoftrade-ifvalueofacountry’sexportsreducesrelativetothatofimports,
exportsearninglessthanthevalueimported.

c)Increaseinvolumeofimports-ifacountry’sexportsremainconstantandincreaseinvolumeofimports
disequilibrium willoccur

d)Restrictionbytradingpartners-ifatradingpartnertakesmeasuresthatshallreduceimportswhiletheother
countrymayendupimportingmore

e)Lesscapitalinflowcomparedtooutflow-ifcapitalislessthancapitaloutflow

f)Overvaluationofdomesticcurrency-itmaymakeexportsexpensiveanddiscourageexportsencouraging
imports

g)Devaluationofcurrencybyatradingpartner.Acountry’scurrencyisdevaluedrelativetoothers.Devaluationwill
encourageexports.Acountrytradingwithanotherthathasdevalueditscurrencymayendupimportingmoreto
thatcountrythanitsexporting.
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KAHURO/MUGOIRIZONE
FORM FOURBUSINESS
PAPER1

1. Statetheterm giventoeachofthefollowingdiscipline. (4mks)
a) Studyofhowmanstrivestosatisfyhisunlimitedwantedusinglimitedresources.
b) Studyoftradeandaidstotrade.
c) Studyofactivitiesthatarecarriedoutinanoffice.
d) Studyoftheprocessofidentifyingbusinessopportunityandacquiringresourcesnecessarytostartandruna

business.
2. Statethebooksoforiginalentryintowhicheachofthefollowingtransactionwouldbeentered,statingthesource

documentsusedineachcase.
(4mks)

TRANSACTION SOURCEDOCUMENT BOOKSOFORIGINALENTRY
a) Wheregoodsaresoldoncredit
b) Wheregoodsaresoldoncash
c) Wheregoodssoldoncreditare

returned
d) Whenwereturngoodspreviously

boughtoncredittosupplier.

3. Outlinefourreasonswhyanincreaseinpercapitalincomemaynotnecessarilyleadtoariseinthestandardsof
livingofthecitizens.
(4mks)

4. Highlightfourwaysinwhichrunningpubliccorporationmaybeimproved.
(4mks)

5. Highlightfourmainfunctionsofnon-bankfinancialinstitutions.
(4mks)

6. MentionfourbenefitsaccruedtotheKenyanEconomyasaresultofintroductionoftheStandardGaugeRailway.
(S.G.R.)

7. Outlinefourfeaturesofindirectproduction. (4mks)
8. Completethefollowingtablebyindicatingtheaccounttobedebitedandtheonetobecredited.

Transaction A/ctobedebited A/ctobecredited
a) Staredabusinessbydepositingcashintothe

businessbankaccount.
b) Purchaseofgoodsoncredit
c) Soldgoodsoncredit
d) Boughtanewmotorvehiclebycheque

9. Givefourwayinwhichgovernmentmayparticipateintheoperationofthestatecorporation.
(4mks)

10.HighlightfourwaysofusingElectronicfilingsystem. (4mks)
11.ThefollowinginformationrelatedtoKaributradersoftheyearended31stDecember

Details shs
Fixedassets 1.840,000
Currentassets 400,000
6yrbankloan 600,000
Currentliabilities 150,000

Usingaproperlydrawnbalancesheetdeterminetheowner’scapital. (4mks)
12.Kassim Retailerssellsgoodsatamarkupof20%.StockonJanuary1st,2015wasKsh40,000andon31stdec.

2015stockwasworthKsh600,000.Therateofstockturnoverwas5times.
Required;prepareKassim RetailersTradingAccountfortheyearended31stDec2015.

13.Highlightthreereasonswhypeoplekeepmoneyinsteadofotherassets.
(3mks)

14.Statefourfeaturesofaperfectlycompetitivemarket.
(4mks)

15.HighriseEnterprisesacquiredabuildingvaluedatshs.1,000,000on3rdFebruary2010.Thebuildingwasinsured
withtwoinsurancecompanies,MadisonandAPAforshs.600,000andshs.400,000respectively.InJuly2010,fire
damagedthebuilding,causinghighriseEnterprisetosufferalossof20%ofthebuildingvalue.Determinethe
contributionmadebyMadisonandAPAtocovertheloss.
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16.Stateonecircumstanceunderwhicheachofthefollowingsourcedocumentsmaybeissuedbythetrader.
(4mks)

a) Invoice
b) Debitnote
c) Quotation
d) Creditnote.
17.Highlightfourmeasuresthatthegovernmentmaytaketoreducethemortalityrateinacountry.

(4mks)
18.Outlinefourcharacteristicsofbasichumanwants. (4mks)
19.JumaoperatesanelectronicbusinessinThikatown.Outlinefourmethodshemayusetodeterminepricesforhis

goodsotherthantheforcesofdemandandsupply.
(4mks)

20.Mentionpossibleconsequencesthatmayariseduetopoorarrangementofgoodsinawarehouse.
(4mks.)

21.Highlightfourfactorsthatmustbeconsideredbeforeincurringpublicexpenditure.
(4mks)

22.Afirm wishestointroduceanewproductintothemarketoutlinefourfactorsthatshouldbeconsideredin
choosinganappropriatemedium forpromotion.
(4mks)

23.ThefollowingcashtransactiontookplaceinthebusinessofFatumaduringthefirstweekofJanuary2010
January 1.Balancesbroughtdowncashsh12,000Banksh35,000

2.Soldfurnitureforcashshs.8,000
3.Cashsalessh,10,000paiddirectlytothebank
4.Fatumatookcashsh.1,500forpersonaluse.
5.Boughtgoodsworthsh.15,000payingpartlybychequessh.10,000andtheBalancesincash.

Prepareatwo-columncashbook (4mks)

DR TWO–COLUMNCASHBOOK CR
Date Details Cash Bank Date Details Cash bank

24.Givefourreasonswhyonewouldpreferalettertoaphonetosendamessage.
(4mks)

25.Outlinefourdisadvantagesthatamanufacturerwouldsufferifwholesalersareeliminatedfrom thechainof
distribution.
(4mks)
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KAHURO/MUGOIRIJOINTEXAMINATION

BUSINESSSTUDIES
PAPERII
565/2

1. a) Explainthebenefitsthatadevelopingcountrymayderivefrom preparingaproperdevelopmentplan
(10mks)
b) ExplainfivefactorsthatencouragesentrepreneurshipinKenyatoday.
(10mks)

2. a) Usethefollowingbalancesfrom KenbrickcompanytoprepareJournalentrieson1stJanuary2016.
Shs.

Motorvehicle 230,000
Machinery 40,000
Creditors 10,000
Debtors 5000
Cashinhand 20,000
Stock 10,000
Insuranceprepaid 5,000
Bank 25,000
Capital 660,000
Premises 33,500

b) Explainfivewaysthroughwhichinflationmaybecontrolledotherthanusingmonetaryorfiscalpolicies.
(10mks)

3. a) Explainfivefactorstoconsiderwhendeterminingthegoodsandservicestoproduceinthe market
(10mks)
b) Describefivebusinessmalpracticesthatconsumersneedtobeprotectedagainstbythegovernment.
(10mks)

4. a) Peterwhorunsaretailstorehadthefollowingassetsandliabilitiesasat31stMarch2017
Shs

Premises 100,000
Debtors 4,000
Creditors 16,000
Stock 2000
Bank 60,000
Cashinhand 20,000
Loanfrom AFC 50,000
Capital 120,000
DuringthemonthofApril,thefollowingtransactionstookplace
April 1–Soldgoodsatacostofshs2000incash

2–Paidcreditorsshs8000incash.
10–Receivedshs2000from debtorsincash
15–Boughtamotorvanforshs35,000payingbycheque
25–Purchasedgoodsworthshs15000andpaidbycheque

Required:
Prepareabalancesheetasat25thApril2017

b) Describefiveexternalfactorsthatmaynegativelyaffectstheoperationsofthebusiness.
(10mks)

5. a) Omondioperatesaretailbusinessinhishomevillage.Explainfivemethodshemayusetodetermineprices
forhisgoods

otherthantheforcesofdemandandsupply.
(10mks)
b) Explainthebenefitsofthepoolingofriskstoaninsurancecompany.
(10mks)

6. a) Describefivereasonsfortheincreaseduseofcellphonesinbanking.
(10mks)
b) ThefollowingbalancesheetwaspreparedbytheAccountsClerkofUpenziTraders.

Upenzitraders
Balancesheetasat31December
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Shs
Landandbuildings 770,000
Motorvehicles 600,000
Furniture 100,000
Stockofgoods 90,00
Stockofstationery 12,000
Debtors 58,000
Cashinhand 160,000
Insuranceadvance 4,000

1,650,000

Shs
Capital 900,000
Addnetprofit 28200

1,182,000
1CDCLoan 400,000
Creditors 47,000
Salariesowing 13,000
Bank 8000

1,650,000

Determinethefollowing
a) Workingcapital (2mks)
b) Returnoncapital

(2mks)
c) Currentratio (2mks)
d) Capitalemployed

(2mks)
e) Borrowedcapital

(2mks)
MUGOIRZONE
BUSINESSSTUDIES
PAPER1
MARKINGSCHEME

1. Term sdefinition-:
a)Economics
b)Commerce
c)Officepractice.
d)Entrepreneurship@ (4mks)

2. Booksoforiginalentryandsourcedocuments
Transactions Sourcedocu: booksoforiginalentry

a) Goodssoldoncredit sales/invoice/outgoing salesjournal
Invoice/returninvoice

b) Goodssoldoncash cashreceipt/outgoing cashreceiptJournal
Cashsalesreceipt

c) Goodssoldoncredit creditnoteissued salesreturns
Journal/inward
arereturned journal

d) Returngoodspreviously creditnotreceived ReturnoutwardJournal/
Boughtoncreditby purchasereturnsJournal

Supplier.

3. Increaseinpercapitalincomedoesn’tleadtoincreaseinstandardsofliving.
i) Differencesinexpenditurepatternsbetweengovernmentandindividuals
ii) It’sdifficulttomeasurethewelfare.
iii)Maybeobtainedattheexpenditureofleisure.
iv)Hightaxesratesmayerodetherealvalueofpercapitalincome.
v) Increaseofpercapitalincomecanbeobtainedthroughthestrainofpeople’shealth.
vi)Percapitalincomeistheaveragehencetheyaremerestatistics.
vii)ThosenotinvolvedingenerationofNationalincomearealsoincludedincalculationinpercapitalincome.
viii)Inflationaffectsthepurchasingpowerofcitizens (Anyfour1x4=mks)

4. Waysofimprovingpubliccorporations
1) Ensuringthatappointmentofseniorandtechnicalpostisdoneonmerit.
2) Exercisingsupervisionroleofthegovernment.
3) Continuoustrainingofthestafffordevelopment.
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4) Establishingincentivessystemsformotivationtothestaff.
5) Settingperformancestargetstobeachieved. (Anyfour1x4=4mks)

5. i) providefinancesmainlyforcapitaldevelopment.
ii) Providemedium andlongterm finances

iii)Providefinancesforaspecificsector.

iv)Providegranteetopolicyholderswhoobtainloansfrom othermoneylendinginstitutions

v) Giveloansfinancestofoundersonly.(Member) (any1x4=4mks)

6. BenefitsofS.G.R.

- Enableatransportertoplanaheadastheyfollowafixedtimetable

- Theticketscanbeacquiredonline(onlinebooking)

- Economicalfortransportationofheavyandbulkygoods.

- TrainsthatusetheS.G.Rarefastcomparedtovehicles/matatus.

- Relativelysecureascasesoftheftandaccidentsareveryrare.

- Canfacilitatecarryingofspecialtypeofgoodse.g.vehicles,containers.

- Nodelaysbecausetheyfollowafixedrouteontheirownthusreducingcongestions. (any41x4=4mks)

7. Featuresofindirectproduction.
i) Specializationinafeworoneareaofproduction.
ii) Goodsproducedsatisfywantsbothindividualsandthoseofothers.
iii) Resultstosurplusproductionofgoodsandservices
iv) Productioniswithaviewofexchange.
v) Interdependentofdifferentcountries. (any41x4=4mks)

8. Transaction Acctodebit Acctocredit
a) Startingabusinessby cashatbank capital

Depositingcashintothe

BusinessbankA/c

b) Purchaseofgoodson purchase creditors
Credit

c) Soldgoodsoncredit Debtors sales
d) Boughtnewmotor motorvehicle cashatbank

Bycheque
9. Waysinwhichgovernmentmayparticipateinstatecorporation

- Appointingboardofdirectors.

- Availingfinancialsupport

- Supervisingactivitiesofthecorporation.

- Providingpolicyguidelines.

- Auditingtheiraccounts

- Facilitatingtraining

- Providinglegaladvice. (any4x1=4)

10. Importanceofelectronicfilling

- Easyaccess

- Reductionoflabourcosts/materials

- Lessstoragefacilities/lessspace

- Lesspaperwork

- Environmentalfriendly.

- Savestime.

- Offerssafety/security.

- Presentablework

- Easilyportable (any4x1=4mks)

Determiningowner’scapital
Capital=assets–liabilities

Assets=1840,000+400,000
=2,240,000
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Liabilities=600,000+150,000
=750,000

Markup=25 = GP
100 1600,000

GP=400,000
11. KARIBUTRADERS

Balancesheetasat31stDec.2017.
Assets shs.

Currentassets 400,000
Fixedassets 1,840,000

2240,000

2240,000

Capital 1490,000

Long-term liabilities
6yrbankloan 600,000
Currentliabilities 150,000

750,000
2240,000

N.BMusthaveawell-balancedbalancesheet
Tradingaccount
Average = Openingstock+closingstock
Stock

40,000+600,000
2 =320,000

(R.O.ST) (cogs)
Rateofstockturnover costofgoodssold

Averagestock

320,000X5times =Cogsx
Cogs=1600,000

1600,000=40,000+P–600,000
Purchase=2160,000.

Markup25 =GP
100 1600,000

GP=400,000

12. KASSIM RETAILERS
TradingAcc

Fortheyearended31stDec.

Openingstock40,000 sales(160000400,00)

Add purchase 2160,000 2000,000
Costofgoods _________
Available 2200,000

Less closingstock 600,000
Costofsales 1600,000
G.profit

2000,000 2000,000
(10x2=5mks)

12.Reasonsforkeepingmoneyinsteadofassets
i) Transactionmotive.
ii) Precautionarymotive
iii)Speculativemotive (3mks)
13.Featuresofperfectlycompetitivemarket.
- Largenumberofbuyersandsellers
- Buyershaveperfectknowledgeofthemarketconditions
- Nogovernmentinterference.
- Notransport/expensesincurred.
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- Freeentryandexitoffirms. (any4x1=4mks)

14.Lossmake= x1000,000=200,000

Contribution

Madison=6000,000x200,000
1000,000 =shs120,000

APA=400,000X200,000
1000,000 =80,000

(8tX½mark=4mks)

15. Sourcedocuments
i) Invoice–whendemandpaymentforgoods/requestingforpaymentofgoodssupplied.
ii) Debitnote-correctinganundercharge
iii) Quotation–whenreplyingtoaspecificletterofinquiry.
iv) Creditnote–whencorrectinganoverchargeforgoodssupplied.

16. measurestakenbygovernmenttoreducemortalityrates
- availingbetterhealthcare
- foodsecurity
- minimizinginternalconflictsandwars
- disasterpreparednesse.g.floods
- Creationofanenablingenvironmentsoastocreateemployment.
- Controluseofdrugse.g.alcohol.
- Controlsocialcrimesbyprovidingsecurity
- Applymeasurestoreduceroadaccidents.
- Improvingenvironmentsanitationtopreventspreadofdiseasese.g.malaria,cholera.

(any4x1=4mks)

17. Characteristicsofbasichumanwants
- Onecannotdowithoutthem.
- Satisfiedbeforesecondarywants.
- Arefeltneeds
- Cannotbepostponed.
18. FactorsthatdeterminepricesofgoodsofJumainThikatown.
i) Pricecontrol
ii) Bargaining/haggling.
iii) Tendering&quotationofprice.
iv) Auction/binding–makingofferforgoodsandonewiththehighestoffertakesthegoods
v) Pricediscrimination
vi) Retailpricemaintenance-settingaccordingtotheproducers. (any4X1=4mks)

19. Lossofgoods
- Delayswhenrealizingthegoods/timewastage
- Contaminationofgoods
- Mishandlingofgoodsbythestaffwhichmayleadtobreakage.
- Duetopoorarrangement-sometothegoodsmaybecomeabsolute/nouseorevenexpire.
20. Factorstoconsiderwhenincurringpublicexpenditure
- Mustbeeconomical/nowastage.
- Flexibility/elasticitythatusvaryexpenditureaccordingtocircumstances
- Sanction–expendituretobedeterminedbycertainauthority.
- Accuracyofexpenditure
- Maximum benefitstothemembersofthepublic (ay4x1=4mks

21. Factorstoconsiderinchoosingmedium ofproductpromotion.

- Targetgroup
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- Availabilityofthemedium.

- Costofthemedium

- Speedurgency

- Reliability/geographicalcoverage.

- Flexibility

- Natureoftheproduct

- Physicalcharacteristic

- Governmentpolicy

- Time

- Qualityoftheproduct. (Any4x1=4mks)

22. DR CR
DATE DETAILS CASH BANK DATE DETAILS CASH BANK
2010 2010

JAN 1

2

3

5

Balbld

Furniture

Sales

Balc/d

1200

800

20,000

13500

35000

10,000
45000

35000

Jan4

5

5

Drawings

Purchase

Balance
c/d

1500

5000

13500

20,000

10,000

35000

45000

23. Preferlettertophonetosendamessage

- Provideevidence

- Relativelycheap

- canbeusedforfuturereference.

- Appropriateforconfidentialinformation.

- Nodistortionofmessage.

- Appropriateforcomplexmessagese.g.tables,diagrams,deralledinformation (any4x1=4mks)

24. Disadvantagestothemanufacturerifwholesalersareeliminated.

- Manufacturerwillhavetobreakbulk.

- Incurcostofstorage.

- Incurcostoftransportationofgoodstoretailers
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- Costofadvertising/promotingproducts.

- Bearrisksassociatedwithdistributione.g.damageschangesinprice

- Manufacturerwillhavetopreparegoodsforsalei.e.branding,blending,packing

- Suffershortageofworkingcapital

- Manufacturerwillhavetogivecreditfacilities.

25. Disadvantagestothemanufacturerifwholesalersareeliminated.

- Incurcostofstorage

- Incurcostoftransportationofgoodstoretailers.

- Costofadvertising/promotingproducts

- Bearrisksassociatedwithdistribution.e.g.damagechanges/inprice.

- Manufacturerwillhavetopreparegoodsforsalesi.e.branding,blending,packing

- Suffershortageofworkingcapital

- Manufacturermaylackspecialization.

- Manufacturewillhavetogivecreditfacilities.
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KAHURO/MUGOIRIZONE
MARKINGSCHEME
BUSINESSPAPER2

1. a) Benefitsaccruingtoadevelopmentcountryfrom aproperlydrawndevelopmentplan.
i) appropriateallocationofresources.
ii) Stimulationofpeople’seffortbythegovernmentinthedesireddirection.
iii)Convincingdonorswhensolicitingforforeignaid
iv)Evaluationofprojectsandvariousstagesofimplementationtoassesswhethertheyareinlinewithexpected
outcomes.
v) Toavoidduplicationofprojectsinvariouspartsofthecountry.
vi)Toprovideabasisforlongterm decisionmaking
vii)Topromotebalanceregionaldevelopment (5x2=10

b) FactorsthatencourageentrepreneurshipsinKenya
i) Governmentsupportthroughfavorablegovernmentpolicies/funding
ii) Culturalpracticesthatencourageentrepreneurialpractices
iii)Politicalstability
iv)Availabilityofmarket.
v) Availabilityofcapital/loan/creditfacilities
vi)Goodinfrastructure
vii)Availabilityofsecurity
viii)healthy/faircompetition.
ix)Needforself-employmentandemploymenttoothers.
x) Influencebyrolemodel. 5x2=10

2a.GeneralJournal
Date Particulars Folio Debit credit
2005
Jan1 Motorvehicles

Machinery
Debtors
Cashinhand
Stock
Prepaidinsurance
Bank
Premises
Creditors
Capital
(beingarecordofassetsand

liabilitiesasat1stJan.2015

230,000
40,000
5,000
20,000
10,000
5,000
25,000
335,000

670,000

10,000
660,000

670.000
b) Waysofcontrollinginflation

i) Restrictingincreaseinwagesandsalariesbythegovernmentthroughwageguidelines.
ii) Restrictingimportationofinputsthatmightcontributetoimportedinflation.
iii)Pricecontrol
iv)Restrictingtermsofhirepurchaseandcredittermsofsale.
v) Controllingexportstoavoidshortages.

3. a) Factorstoconsiderwhendeterminingthegoodandservicestoproduce.
a) Profitability-Businesstendtoprovidegoodsandservicesthatwouldyieldmaximum profit.
b) levelofcompetition–Afirm shouldprovidegoodsthatmeetleastcompetition.
c) Availabilityofresources–Afirm canproducecommoditiesforwhichnecessaryresourcesareavailablee.g.
raw

materials,labour,equipmentandappropriatetechnology.
d) Governmentpolicy–Afirm shouldproducegoodsandservicesthatarefavouredbygovernmentpolicy.
e) Demand/market–Afirm willproducecommoditiesthathavehighestdemand.
f) Costofproduction

b) Businessmalpracticesthatconsumersneedtobeprotectedagainstbygovernment.
i) Overpricing–Somebusinesspeopletendtoexploitconsumersbychargingexorbitantprices.
ii) Operatingbusinessinunhealthyconditions.
iii)Falsemeasurementsandweights–sellinggoodsthatareallegedtobeoftherightmeasureandyettheyare
not.
iv)Misleadingadvertisements;misleadingconsumersaboutaproductbyusingfalseadvertisements.
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v) Expiredgoods.
vi)Hoarding
vii)Structuralsafety–buildingsshouldbeasfirm aspossibletoavoidcollapsewhileatuse
viii)Breachofcontract.

4.a)workings
Stock: 2,000+15,000–2,000+15,000(1)
Cash: 20,000+2,000–8,000+2,000=16,000(1)
Creditors: 16,000-8,000=8,000
Debtors: 4,000–2,000=2,000
Motorvan: 35,000
Bank: 60,000–35,000–15,000=10,000
KamauBalancesheetasat25thApril2001

Premises 100,000
Motorvan 35,000
Stock 15,000
Debtors 2,000
Bank 10,000
Cash 16,000

178,000

Capital 120,000
Loanfrom A/C 50,000
Creditors 8,000

178,000

b)Enternalfactorsthatmaynegativelyaffectbusinessoperations
i)Lowincome
ii)Reduced/Lowpopulation
ii)Politicalinstability
iv)Usingoutdatedtechnologyinproduction
v)Unhealthycompetition
vii)Naturalcalamitiese.g.floods,drought,landslide.
5.a)(a)Bargaining/Haggling
(b)Pricecontrol/Abidingbygovernmentpolicy.
c)Tendering–offersareinvitedtoquoteforprice–goodsaresoldtobuyerswithquotationthat

bestmeetsOmondi’sexpectation
d) SalebyAuction–Biddersmakeoffersforgoodsandthebidderwiththehighestoffertakesthegoods.
f) Pricediscrimination

b)Benefitsofpoolingofriskstoaninsurancecompany
a)Itenablesaninsurancecompanytocreateacommonpooloffundsfrom theregularpaymentsofpremiums
from differentclients.
b)Enablesinsurancecompanytocompensatethosewhosufferslosseswhenrisksoccurs
c)Insurancecompanyisabletospreadrisksoveralargenumberofinsuredpeople.
d)Surplusfundscanbeinvestedingivingoutloans,buyingsharesinrealestates.
e)Itenablesinsurancecompaniestomeetitsoperatingcostsbyusingthepooloffunds.
f)Itenablesthecompanytore-insureitselfwithanotherinsurancecompany.

6. a)Reasonsforincreaseduseofcellphonesinbanking
a)Itsavesontimesincethereisnotravellingandqueuingforservices.
b)Itreducespaperworkbyeliminatingtheneedforphysicalfilesandotherdocumentation.
c)Theuseofpinenhancesonsecurityandthereforetheftofmoneyiseliminated.
d)Increasedownershipofmobilephones,theyarecheapandaffordablebymajorityofconsumers.
e)Transactioncanbedoneanytimeanyday.
f)It’seasytoobtaincreditfacilitiese.g.M-Shwari.

b) workings
a) workingcapital=totalcurrentassets–totalcurrentliabilities

=90,000+120,000+58000+16000+4000=180,000
Totalcurrentliabilities=47000+13000+8000=68000
WC=180,000–68000=112,000

b)Returnoncapital= Net
Capital

=282000
900,000

=47 0r0.3133
150

c)currentration=CA
CL

180,000 = 45or2.647
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6,8000 17
d)Capitalemployed=totalassets–currentliabilities

=1,650,000–68,000=1,582000.
e)Borrowedcapital=totallong-term liability =400,000

MURARANDIA/KAHUROJOINTEXAMINATION
565/1
Businessstudies
Paper1
Trialexam
2hours

1. Highlightfourcharacteristicsofeconomicresources. (4mks)
2. Mentionfourfactorsofproductionandtheirrewards
3. Statetheofficemachinedescribedbythefollowingstatements. (4mks)

Use Machine
(a)Amachinethatisusedforpreparingcashreceipts
(b)Amachineusedfortrimmingdocumentintorequired

shapeandsize ___________
(c)Amachinewhichisusedforcuttingunwanted

documentsintorequiredshapeandsize ____________
(d)Amachineusedforcuttingunwanteddocuments

intotinypiecestoavoidsuchdocumentsgetting
intounwantedhands. _____________

4. Pamelasold40bagsofbeansatsh.3,000eachtoaretailer.Theretailerwasallowedatradediscountof10%
andacashdiscountof2%ifpaymentwasmadebefore21days.Calculatetheamounttheretailerpaidifhe
settledhisdebtonthe5thday?

(4mks)
5. Statefourreasonsforprivatizingpubliccorporations. (4mks)
6. Highlightfourpoliciesthatabusinesspersonmayfindusefulforhis/herbusiness. (4

mks)
7. Statefourfactorsthatmayinfluenceappropriatemeansoftransport. (4

mks)
8. ThefollowinginformationrelatestoKibokoTradersasat31stDecember2010.

Details Shs.
Totaldrawings 400,000
Addedinvestments 800,000
Capitalon31stDec.2010 7,000,000
Profit 3,100,000
CalculateKiboko’sinitialcapital (3mks)

9. HighlightfourusesofNationalIncomestatistics. (4mks)
10.Thediagram belowshowsshiftinsupplycurvefrom SosotoS1s1.Outlinefourfactorsthatcouldhavecausedthe

shiftshownbelow. (4mks)
11.Accordingtorecentfindings,unemploymentismajorproblem facingtheyouthinKenya.Statefourmeasuresthat

theKenyangovernmentshouldtaketosolvetheproblem. (4
mks)

12.ForeachofthefollowingtransactionofKinyuatraders,identifythesourcedocumentandthejournalinwhichthe
informationisrecorded.(4mks)

Transaction Sourcedocument Journal
(a) Heboughtgoodsworthksh.40,000oncreditfrom jitahidi
(b) Kinyuareturnedsomegoodsinjitahiditradersworthksh.

2000
(c) Peteracustomerboughtgoodsworthksh.5,000oncredit
(d) PeterreturnedgoodsworthKsh.1000toKinyuatraders

13. Thefollowinginformationwasextractedfrom thebooksofMangiTraderson30thJune2009.
Item Shs

Purchases 720,000
Openingstock 165,000
Closingstock ?
Sales 980,000

Margin20%
PreparethetradingaccountofMaingiTradersfortheyearended30thJune2009. (5
mks)



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|223

14.Outlinefourwaysinwhichafirm maybeaffectednegativelybyinflation. (4mks)
15.Statefourcharacteristicsofunderdevelopedcountries. (4mks)
16.NamethedocumentsdescribedbythestatementsgivenbelowasusedinInternationalTrade. (4

mks)
(a)Requestsforpaymentbeforegoodsaredelivered.
(b)Showsownershiportitleofgoodsimported.
(c)Showsthecountryofmanufactureofgoods
(d)Showsthetransportationchargesforgoods.

17.Highlightfourfunctionsofmoney. (4mks)
18.Outlinefourcircumstancesunderwhichpersonalsellingisappropriate. (4mks)
19.GivenbelowaretransactionsofKhanEnterprises.Enterthem intotheappropriate“T”accounts.(Balancingnot

required.)
20–9
August1:Startedbusinesswithcashatbanksh.50,000
“ 3:Paidsalariessh.2,000bycheque
“ 5:Boughtgoodsoncreditsh.13,000

“ 8:Withdrewsh.5,000from bankforofficeuse. (4mks)

20. HighlightfourfactorsthatmaypromoteentrepreneurshipinKenya.(4mks)
21. Outlinefourfeaturesofabondedwarehouse.(4mks)
22. Outlinefourbenefitsthatmayaccruetoafirm asaresultofincreaseinitsscaleofproduction.(4mks)
23. Givefourexamplesofdirecttaxes.(4mks)
24. Statefourreasonswhythegovernmentlicensesbusinessactivities.
25. Highlightfouressentialelementsofcommunication.(4mks)
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MURARANDIA/KAHUROJOINTEXAMINATION
565/2
BUSINESSSTUDIES
PAPER2
TRIALEXAM 2018

1. (a)Explainfivefactorsthatinfluencethedemandofaproduct. (10
mk)
(b)Explainfivewaysinwhichexternalenvironmentcannegativelyaffectabusiness. (10
mks)

2. (a)Explainfiverolesplayedbyintermediariesinthedistributionchannel. (10
mks)
(b)Explainfivepostalservicesthatfacilitatecommunication. (10
mks)

3. (a)Explainfivefeaturesofaperfectlycompetitivemarketstructure. (10mks)
(b)On1stOctober2010,XYZtradershadsh.110,000cashinhandandsh.500,000atbank.Duringthemonth,the

followingtransactionstookplace;
2010
Oct2:Cashsalesdirectlybankedsh.70520
Oct3:boughtstationeryincashsh.9,000
Oct4:boughtstocksh.40,000andthepaymentwasmadenextmonthincash.
Oct5:paidJosh,acreditorsh.188,000bychequeinfullsettlementofhisaccountafterdeducting6%CASH
DISCOUNT.
Oct10:Receivedachequeforsh.117,600from Estherafterallowingheracashdiscountofsh.2400.
Oct12:Soldgoodsworthsh.10,000toericoncredit.
Oct16:Paidsalariessh.62,000incash.
Oct20:Withdrewsh.100,000from bankforbusinessuse.
Oct24:Arnoldadebtorpaidhisaccountofsh.150,000bychequeless10%cashdiscount.
Oct28:theownertooksomestockworthsh.5,000homeforfamilyuse.
Oct30:Depositedallthecashintothebankexceptsh.27,400.
Required:
Prepareathreecolumncashbookandbalanceitoff.

4. (a)Describetheprocedurefollowedwhenclaimingcompensationfrom aninsurancecompany. (10
mks)
(b)ExplainfivebenefitsthatKenyamaygetasamemberofCOMESA. (10
mks)

5. (a)Describefiveaccountingdocumentsthatareusedinhometrade. 10
mks)
(b)Explainfivewaysinwhichthecentralbankcontrolsmoneysupply. (10
mks)

6. (a)Highlightfivedifferencesbetweenapartnershipandapubliclimitedcompany. (10
mks)
(b)Thefollowinginformationwasextractedfrom SansuraLtd.Intheyear2013.

March1:Creditspurchasesfrom Obwocha;sh1200Agwetesh3000.Nyamamba2500
“ 5:CreditsalestoOkeplosh2000

. Michekash4,300,Omwegash3,300
“ 10Creditpurchasesfrom Onyanchash2700Obwocha6600,Obaki2200
“ 20ReturnedgoodstoObwochash250,Onyancha700
“ 26CreditsalestoBundi850,Tendu630andOkello900

“ 30Goodsreturnedbybudni150andMicheke130.

Required:Entertheabovetranslationinrelevantjournals (10
mks)
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MURARANDIA/KAHUROJOINTEXAMINATION
565/1
Businessstudies
Paper1
Trialexam
MarkingScheme

1. Highlightfourcharacteristicsofeconomicresources. (4mks)
(a)scarce/limited
(b)Havemonetaryvalue
(c)Unevenlydistributed
(d)Haveutility
-Canbecomplimentary
-mayhavealternativeuses. (4x1=4mks)

2. Mentionfourfactorsofproductionandtheirrewards
(a)land=rent/rates/royalty
(b)labourwages&salariescommission
(c)capital=interest
(d)Entrepreneurship=profits 4x1=4mks

3. Statetheofficemachinedescribedbythefollowingstatements.(4mks)
Use Machine

(a)Amachinethatisusedforpreparingcashreceipts Cashregister
(b)Amachineusedfortrimmingdocumentintorequired

shapeandsize Guillotine
(c)Amachinewhichisusedforcuttingunwanted

documentsintotinypiecestoavoidsuchdocumentsgetting
intounwantedhands. Papershredder

(d)Amachineusedforcomplexcalculations computer

4. Pamelasold40bagsofbeansatsh.3,000eachtoaretailer.Theretailerwasallowedatradediscountof10%
andacashdiscountof2%ifpaymentwasmadebefore21days.Calculatetheamounttheretailerpaidifhe
settledhisdebtonthe5thday?

(4mks)
Totallistprice40x3000=sh.120,000
Lesstradediscount=10/100x120,000=12,000
Invoiceprice120,000–12000=108,000

Lesscashdiscount=2/100x108,000
=2160

Totalamountpaid=Invoiceprice–cash
discount

=108,000–2160=Ksh.105,840 8x½=4mks
5. Statefourreasonsforprivatizingpubliccorporations.(4mks)
(a)Toimproveefficiency/servicedelivery
(b) Togeneraterevenueforthegovernment
(c)Toreducegovernmentexpenditure
(d)Toattractforeign/privateinventors

-Toreducegovernmentcontrol
-Togetridoflossmakingenterprises Any4x1=4mks)

6. Highlightfourpoliciesthatabusinesspersonmayfindusefulforhis/herbusiness. (4mks)
(a)fire -personalaccidentcover
(b)Baddebts -Consequentiallosspolicy
(c)Workmen’scompensation -fidelityguarantee
(d)Cashontransit -splinklerleakage Any4x1=(4mks)
7. Statefourfactorsthatmayinfluenceappropriatemeansoftransport.(4mks)

(a)urgencyofthegoods
(b)costoftransportation
(c)flexibilityofthemeans
(d)valueofgoods
-Distancetobecovered.
-terminals Any4x1=(4marks)

8.Initialcapital=closingcapital–Additional–profit+Drawings
Investment

=7,000,000–800,000–3,100,000+400,000
=shs.3,500,000

6x½=(3mks)
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9. HighlightfourusesofNationalIncomestatistics.(4mks)
(a) Indicator/measureofstandardsofliving
(b)Comparisonofstandardsoflivingbetweencountries
(c)Indicatorofeconomicgrowth
(d)Foreconomicplanning

forinvestmentdecision/attractinvestment
providinginformationondistributionofincome Any4x1=4marks

10. Thediagram belowshowsshiftinsupplycurvefrom SosotoS1s1.Outlinefourfactorsthatcouldhave
causedtheshiftshownbelow.(4mks)

(a)Increasedcostofproduction
(b)Poortechnology
(c)Decreasedsubsidies
(d)Increasedtaxation
- Decreaseinfactorsofproduction
- Exitoffirmsfrom theindustry
- Riseinindustrialunrest
- Decreaseinfactorsofproduction
- Riseinpriceofacompetitivelyproducedgoods.
11. Accordingtorecentfindings,unemploymentismajorproblem facingtheyouthinKenya.Statefourmeasures

thattheKenyangovernmentshouldtaketosolvetheproblem.(4mks)
(a)Encouragingemploymentcreationinprivatesector.
(b)Adoptingrelevanteducationsystem
(c)Developmentofruralareas
(d)Encouragingdirectforeigninvestment

- Controllingpopulationgrowth
- Diversificationofeconomicactivities
- Encouragingtheuseoflocalresources. Any4x1=4mks

12. ForeachofthefollowingtransactionofKinyuatraders,identifythesourcedocumentandthejournalinwhich
theinformationisrecorded.(4mks)

Transaction Sourcedocument Journal
(a) Heboughtgoodsworthksh.40,000oncredit

from jitahidi
Purchase/incoming

invoice
PurchaseJournal

(b) Kinyuareturnedsomegoodsinjitahiditraders
worthksh.2000

Receivedcredit
note/incoming
creditnote.

Purchasereturn
journal

(c) Peteracustomerboughtgoodsworth
ksh.5,000oncredit

Sales/outgoinginvoice Salesjournal

(d) PeterreturnedgoodsworthKsh.1000to
Kinyuatraders

Issued/outgoingcredit
note

Salesjournal

13. Thefollowinginformationwasextractedfrom thebooksofMangiTraderson30thJune2009.
Item Shs

Purchases 720,000
Openingstock 165,000
Closingstock ?
Sales 980,000

Margin20%
PreparethetradingaccountofMaingiTradersfortheyearended30thJune2009.(5mks0

MARIGITRADERS
TradingAccount

Fortheyearended30thJune2009
Shs

Openingstock 165,000
Purchases 720,000

885,000
Lessclosingstock 100,520
Costofgoodssold 784,480
Grossprofit(20/100x980,600) 196,600

980,600

Sales 980,600

980,600
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14. Outlinefourwaysinwhichafirm maybeaffectednegativelybyinflation.(4mks)
(a)Mayleadtoreducedsalesvolume.
(b)Mayleadtowastageoftimeasfirmsshoparound.
(c)Mayscareawaypotentialinvestors
(d)Mayleadtoincreasedwages&salarieswhichreduceprofitability
15. Statefourcharacteristicsofunderdevelopedcountries.(4mks)
(a)Highlevelofpoverty
(b)Disparityincomedistribution
(c)Lowlevelofsaving&investments
(d)Highpopulationgrowthrate
-Lowlabourproductivity
-Unemployment
-Underutilizationofnaturalresources Any4x1=4mks
16. NamethedocumentsdescribedbythestatementsgivenbelowasusedinInternationalTrade.(4mks)
(a)Requestsforpaymentbeforegoodsaredelivered.Proformainvoice
(b)Showsownershiportitleofgoodsimported. Billoflanding

(c)Showsthecountryofmanufactureofgoods.Certificateoforigin
(d)Showsthetransportationchargesforgoods.freightnoteorAirwaybill. 4x1=4marks

17. Highlightfourfunctionsofmoney.(4mks)
(a)Usedasamedium ofexchange
(b)Storeofvalue
(c)Usedasameasureofvalue
(d)Usedasaunitofaccount
-Usedforstandarddeferredpayment
-usedtotransferimmovable.

18. Outlinefourcircumstancesunderwhichpersonalsellingisappropriate.(4mks)
(a)Whenlaunchinganewproductinthemarket
(b)Whenaproductistailoredtomeetcustomersneeds
(c)Whendemonstrationisrequired.
(d)Whenthevalueoftheproductishigh.
- Whentheorganizationhascapacitytofinancesalesforce.
- whenamarketisconcentratedwithinoneregion 4x1=4mks
19. August1:Startedbusinesswithcashatbanksh.50,000

“ 3:Paidsalariessh.2,000bycheque
“ 5:Boughtgoodsoncreditsh.13,000
“ 8:Withdrewsh.5,000from bankforofficeuse.

(4mks)

Dr Bank A/c Cr
20–9 sh
Aug1: Capital 50,000

209 sh
Aug3:salaries 2,000
Aug8:Cash 5,000

Dr Capital A/C Cr
20–9
Aug1: Bank 50,000

Dr Salaries A/c Cr
20-9 sh
Aug3:Bank 2,000

Dr Creditor A/c Cr
20–9 sh
Aug5Purchases 13,000

Dr Cash A/c Cr
20–9 sh
Aug8: Bank 5,000

Dr Purchases A/c Cr
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20–9 sh.
Aug5:Creditor 13,000

20. HighlightfourfactorsthatmaypromoteentrepreneurshipinKenya.(4mks)
(a)favourablegovernmentpolicies
(b)Availabilityofinfrastracture
(c)Relevant/appropriateknowledge/skills
(d)Availabilityofresources

-favourableculturalandsocialbeliefs.
-politicalstability (Any4x1=4mks)
21.Outlinefourfeaturesofabondedwarehouse.(4mks)
(a)mostlocatedatthepointofentry.Eg.ports
(b)storesgoodsthatareunderbond
(c)Guaranteespaymentofcustomsduty.
(d)Veryspacioustoaccommodatebulkygoodse.gmotorvehicles
-Mustissuereleasewarranttoownersofgoodsforcustom clearance.
-Workshandinhandwithcustom officialsforinspectionofgoods. (Any4x1=4mks)
22.Outlinefourbenefitsthatmayaccruetoafirm asaresultofincreaseinitsscaleofproduction.(4mks)
(a)marketingeconomies
(b)Researcheconomies
(c)financialeconomies
(d)Riskbeatingeconomies/

-managerialeconomies
-technicaleconomies Any3x1=4mks

23.Givefourexamplesofdirecttaxes.(4mks)
(a)Personalincometax
(b)corporationtax
(c)stampduty
(d) estateduty/
- wealthtax
- capitalgainstax
24.Statefourreasonswhythegovernmentlicensesbusinessactivities.
(a)Toregulatethenumberofbusinessesinagivenplace.
(b)Tocontrolthetypeofgoodsentering/leavingthecountry
(c)Toensuretherearenoillegalbusinesses
(d)Toraiserevenueforthegovernment.
- Toensurethattradersengageonlytradeactivitiestheyhavebeenlicensedfor,
- Toensurethatthosewhoengageinprofessionalactivitiesmeettherequirementsoftheprofession.
25.Highlightfouressentialelementsofcommunication.(4mks)
(a)Sender
(b)message/information
(c)Thereceiver
(d)Thefeedback/Themedium/channel (4x1=4mks)
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MURARANDIA/KAHUROJOINTEXAMINATION
PAPER2
MARKINGSCHEME

1. (a)Explainfivefactorsthatinfluencethedemandofaproduct.(10mk)
- Priceofthecommodities
- Governmentpolicy
- Pricesofotherrelatedproduct
- Expectedfuturechangesinprice&quantitiessupplied
- Tastefashion&preferenceofconsumers
- Distributionofincome
- Population
(b)Explainfivewaysinwhichexternalenvironmentcannegativelyaffectabusiness.(10mks)

- Social/culturalbeliefs=Ifcultureisagainsttheconsumptionofproductbeingtraded.
- Politicalinstability=mayscareawayinvestors.
- Technologicalchanges=failuretoadopthighlevelsoftechnologyresultingtopoorqualitygoods.
- Stiffcompetition=leadtoclosingdownofbusiness.
- Unfavourableeconomicenvironment=hightaxes/highinterestrates/infiationmaylowerdemandforaproduct.
- Unfavourablelegalfactors=discouragebusinessactivities.
2. (a)Explainfiverolesplayedbyintermediariesinthedistributionchannel.(10mks)
- Breakingofbulk=dividinggodsDIVIDINGGOODSINTOSMALLQUANTITIES
- Accumulatingbulk=theyassemblegosmallquantitiesfrom differentproducers.
- Providingavarietyofgoods=buyfrom variousproducers
- Preparinggoodsforsale=theybrand,sore,gradeandblendgoods.
- Risktaking=assumeriskssuchastheft,damagesandlosstobaddebts.
- Passinginformation=passinformationontastesofconsumersorchangesingoods.
(b)Explainfivepostalservicesthatfacilitatecommunication.(10mks)

- Ordinarymailservices=sendinglettersthroughordinarymeans.
- Speedpost=sendingmailwithintheshortesttimepossible.
- Registeredmail=usedforsendingparcelsthatrequiresecurehandling.
- Pasterestante=usedbytravellerswhowouldwishtoreceivecorrespondencewhileawy.
- Businessreplyservices=usereplycard/envelopbybusinesstoobtainresponsesfrom customers.
- xpressmail=sendingparcelsrequiredurgently. (2x5=10mks)

3. (a)Explainfivefeaturesofaperfectlycompetitivemarketstructure.(10mks)
- Largenumberofbuyers&sellers=nosinglebuyerorsellercaninfluencethemarket.
- Notransportcost=buyers&sellersareinonearea.
- Nogovernmentinterference=notaxation,nosubsidies,nopricecontrol.
- Freedom ofexit&entryintomarket=buyersandsellersleaveorentermarketforcely.
- Productsarehomogeneous=difficulttodifferentiateproductsfrom differentsellers.
- Noexcessdemandorsupply=sellerssellalltheybringtothemarkets&buyersacquirealltheyrequire.

(b)On1stOctober2010,XYZtradershadsh.110,000cashinhandandsh.500,000atbank.Datingthemonth,the
DR 3columncashbook CR

Date Details LF DiscAll Cash Bank Date Details LF Disc
Rec

cash Bank

2010
Oct1

2
10
20
24
30

Bal.b/d
Sales
Esther
Bank
Arnold
Bank

C

C

2400

1500

110,00
0

100,00
0

500,000
70,520
117600

135,000
111,600

2010
Oct3

5
16
20
30
30

Stationery
Josh
Salaries
Cash
Bank
Bal.c/d

c

12000
9000

62000

111
600
27,400

188,00
0

100,00
0

646,72
0

17400 210000 934720 12000 210000 934720
4. (a)Describetheprocedurefollowedwhenclaimingcompensationfrom aninsurancecompany. (10mks)

- Notifyingtheinsurer=bedoneimmediately.
- Fillingaclaim form =insuredgivedetailsofriskthathasaccured.
- Investigationofclaim =Insurerfindsoutthecauseofcauseofincident.
- Preparationofassessmentreport=Insurerusesexperttocalculatetheextentofloss.
- Paymentofclaim =Insurerpayscompensationtotheinsured. (5x2=10
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mks)
(b)ExplainfivebenefitsthatKenyamaygetasamemberofCOMESA.(10mks)
- freeflowgoodsandservices
- Expandedmarketforgoods&services
- Reducedcostsofoperatingbusinessasaresultofincreasedscaleofoperation.
- Productionofqualitygoods&services
- Possibilityofpoliticalco-operation
- Increasedofvarietyofgoodstochoosesfrom
- Encouragespecialization=countriesenjoycomparativeadvantage. (3x2=

mks)
5. (a)Describefiveaccountingdocumentsthatareusedinhometrade.(10mks)
- Invoice=usedtodemandpayment
- Debitnote=tocorrectanundercharge
- Creditnote=tocorrectanovercharge
- Receipt=toprovepayment
- Consignmentnote=showscarriagecharges.
- Statementofaccount=showsdetailsoftransactionsforamonth. (5x2=10mks)
(b)Explainfivewaysinwhichthecentralbankcontrolsmoneysupply.(10mks)
- Increasingbankrate
- Increasingcash/liquidityratio=
- Increasingcompulsorydeposit=
- SellingofgovernmentsecuritiesinOmus=
- Puttinginplaceselectivecreditcontrolmeasures.
- Issuingdirectivestocommercialbankstoincreasetheirinterests.’
- Requestcommercialbankstoexercisecontrolonlending. (5x2=10

mks)
6. (a)Highlightfivedifferencesbetweenapartnershipandapubliclimitedcompany. (10mks)

Partnership PublicLtd.Company
(a)
(b)
(c)
(d)

(e)

(f)

Minimum of2members
Maximum of20
Unlimitedliability
Managementofpartners

Hasfewlegalformalities

Notrequiredbylawtopublishtheirfinancial
report

- Minimum of7members
- Nosetmaximum.
- Limitedliability
- Managementbyboardof

directors
- Haslongandcomplexlegal

formalities.
- Requiredbylawtopublish

financialreport
(a)PurchaseJournal

Date Details InvoiceNo. LedgerNo. Amount
2013March 1

1
1

10
10
10

Obwocha
Agwata
Nyamamba
Onyancha
Obwancha
Ombaki TotalpurchasestopurchaseA/C (Dr)

1200
3000
2500
2700
6600
3300
19300

Salesjournal
Date Details InvoiceNo. L.F Amount
2013March5

5
5

26
26

Okello
Michieka
Omwega
Bundi
Tendi

2000
4300

850
630
900

TotaltosalesA/c 10,180
PurchaseReturn/R.outwardJournal

Date Details InvoiceNo. L.F Amount
2013march20

20
Obwocha
Onyancha

280
700

TotaltobepostedtoReturnsA/C (Cr) 950
SalesReturnJournal
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Date Details Invoice L.f Amount
2013March 30 Bundi

Micheka
150
130

TotalsalespostedtoreturnA/C 280
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WEITHAGA/KAHUROFORM FOURENDOFTERM TWO
565/1
BUSINESSSTUDIES
PAPERONE

Instructions:Answerallquestionsinthespaceprovided.
1. Statefourfactorsthatmayleadtothesuccessofabusiness. (4

marks)
2. Statefourbenefitsoflocatingafirm nearthesourceofrawmaterials (4

marks)
3. Outlinefourbenefitsthataccruetothegovernmentasaresultofprivatizationofapublicenterprise. (4

marks)
4. Highlightfourguidelinesthatthegovernmentofacountryshouldadopttopromoteefficientuseofherresources.

(4marks)
5. Statefourconsequencesofpoormanagementofgoodsinawarehouse. (4

marks)
6. Outlinefourmeasuresthatthegovernmentmaytaketocontroltheactivitiesofmonopolies. (4

marks)
7. Outlineonecircumstanceunderwhicheachofthefollowingsourcedocumentsmaybeissuedbyatrader. (4

marks)
i) Debitnote
ii) Invoice
iii)Creditnote
iv)Quotation
8. Namethedocumentsdescribedbythestatementsgivenbelowasusedininternationaltrade. (3

marks)
a) Requestforpaymentbeforegoodsaredelivered
b) Showsownership/titleofgoodsimported
c) Showsthetransportationchargesforgoods
9. Givethreebusinessrelatedbenefitsthatatradermayderivefrom beingauserofsocialmedia(facebook,

whatsapp,instagram,twitteretc) (3
marks)

10.Thefollowinggraphshowstherateofpopulationgrowthofagivencountry.

Statefourfactorsthatmayhavecontributedtothetrendbetweenxandy. (4
marks)

11.Outlinefourfeaturesofmoneythatenablesittofacilitatetheexchangeofgoodsandservices. (4
marks)

12.Statetheofficeequipmentusedtoperform thefollowingtasks (4
marks)

i. Cuttingunwanteddocumentsintosmallpieces
ii. Putsholesintodocumentstoaidinfiling
iii.Printingaddressesontheenvelopes
iv.Cuttingdocumentsintorequiredshapesandsizes
13.Statefourbenefitsthataproducermaygetbytransportingproducetothemarketbyroad. (4

population
growthratein%

0 a b

x

y

Timein
years
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marks)
14.Thefollowinginformationwasextractedfrom thebooksofMureithitraderson30thJune2017.

Item kshs
Purchases 720,000
Openingstock 165,000
Closingstock ?
Sales 980,600
Margin 20%
Required:
PreparethetradingaccountofMureithitradersfortheyearended30thJune2017. (5
marks)

15. Thefigurebelowshowsashiftinthesupplycurveofagivencommodity.

Outlinefourfactorsthatmayhavecausedtheshiftinsupplycurvefrom S0toS1 (4
marks)

16.Highlighttheprocedurefollowedwhentakinganinsurancepolicy (6
marks)

17.Outlinethesourcedocumentforeachofthefollowingsubsidiarybooks (4
marks)
Subsidiarybook Sourcedocument

i) Salesjournal
ii) Returninwardsjournal
iii)Purchasesjournal
iv)Returnoutwardsjournal
18.Highlightfourwaysinwhichtheutility/usefulnessofaproductcanbeincreased. (4

marks)
19.MentionfourwaysinwhichtheKenyangovernmentiscreatinganenablingenvironmenttoattractinvestments.

(4marks)
20.Thefollowingbalanceswereextractedfrom thebooksofJuliatraderson31stDecember2017.

Fixedassets 300,000
Currentassets 123,700
Creditors 84,500
5yearloan 125,000

S0
S1

E
0

E1

Price

Q
0

Q
1

O
Quantity
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Determinethenetworthofthebusinessasat31stDecember2017. (3
marks)

21.Statefourfactorsthatmaycauseinflationinaneconomy. (4
marks)

22.Highlightfourcharacteristicsofeconomicresources. (4marks)
23.Afirm wishestointroduceanewproductintothemarket.Outlinefourfactorsthatshouldbeconsideredin

choosinganappropriatemedium forpromotion.
(4marks)

24.Statefourfactorsthatcaninfluencethechoiceofadistributionchannelofaparticularproduct. (4
marks)

25.HighlightfourfactorsthatmayhindereconomicdevelopmentinKenya. (4
marks)

WEITHAGA/KAHUROFORM FOURENDOFTERM TWO
565/2
BUSINESSSTUDIES
PAPER2

Instructions:AnsweranyFIVEquestionsinthespaceprovided.
1. (a)Discussfivewaysinwhichanentrepreneurcontributestotheproductionofgoods. (10marks)

(b)Usingawelllabeleddiagram,explainthecircularflowofincomeinatwosectoreconomy. (10marks)
2. (a)Outlinefivedifferencesbetweenprivatelimitedcompanyandpubliccorporations. (10marks)

(b)Explainfivesourcesofgovernmentrevenueusedtofinancedevelopmentexpenditure. (10marks)
3. (a)Explainfiveadvantagesthatanorganizationmaygetbyoperatinganopenofficelayout. (10marks)

(b)ThefollowingtransactionstookplaceinMusaTradersinthemonthofJune2016.
June4:SoldgoodsoncredittoBoinettshs12,000andWendyshs15,000
June7:Boughtgoodsoncreditfrom Mwaurashs30,000
June9:Wendyreturnedgoodsworthshs2,000
June12:Purchasedgoodsoncreditfrom Johnshs20,000andJaneshs25,000
June15:Goodsworthshs5,000werereturnedtoMwauraandgoodsworthshs2,500werereturnedtoJane.
June20:GoodssoldoncredittoJoyceshs7,000andtoMariam shs10,000.
Required:Preparetherelevantjournals. (10marks)

4. (a)Coca-colacompanylimitedisusingprizewinningcompetitiontopromoteitsbrandedsodas(softdrinks).The
prizesareonlywonwhenonebuystheproduct.Explainfivebenefitsthecompanymaygetbyusingthismethod
ofproductpromotion.

(10marks)
(b)SomepartsofKenyahavebeenexperiencinglowpopulationgrowthraterecently.Explainfivepositiveeffectsof

havingthelowpopulationgrowthrate. (10marks)
5. (a)Withtheaidofawelllabeleddiagram,explaintheeffectofanincreaseinthesupplyofacommoditywhileits

demandremainsconstant. (10
marks)

(b)Gatangaenterpriseshadthefollowingbalancesasat30thJune2015.

Capital 20,000
Sales 240,000
Purchases 90,000
Stock(30/06/2016) 70,000
7yearsbankloan 30,000
Insuranceexpenses 25,000
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Generalexpenses 12,000
Debtors 25,000
Creditors 75,000
Cashatbank 20,000
Cashinhand 10,000
Premises 95,000

Additionalinformation:
Thestockon(01/07/2015)wasshs160,000.
Calculate:

i) Mark–up (2marks)
ii) Rateofstockturnover (2marks)
iii)Returnoncapitalemployed (4marks)
iv)Currentratio (2marks)
6. (a)DiscussfivefactorsthathavehinderedtheexpansionofrailwaytransportinKenya. (10

marks)

(b)Overtheyears,SouthernStarhavegrownintoalargebusinessenterprise.Explainfivediseconomiesofscale
associatedwiththisgrowth.
(10marks)
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WEITHAGA/KAHUROFORM FOURENDOFTERM TWO
565/1
BUSINESSSTUDIES
PAPERONE

MARKINGSCHEME.
Instructions:Answerallquestionsinthespaceprovided.

1. Statefourfactorsthatmayleadtothesuccessofabusiness. (4marks)
i. Availabilityofcapital.

ii. Developedinfrastructure.

iii.Availabilityofskilledlabour.

iv.Governmentsupport.

v. Accesstomarkets/customers.

vi.Aggressivemarketing.

vii.Propermanagementofthedebts.

viii.Availabilityofsecurity.

ix.Ideallocation.

x. Faircompetition.

xi.Availabilityofrawmaterials/stock.

xii.Goodpublicrelations.

xiii.Beingcreative/innovative/enterprising.

xiv.Properallocationofresources.

xv.Properrecordkeeping.

xvi.Fairpricingofgoods.

xvii.Politicalstability
2. Statefourbenefitsoflocatingafirm nearthesourceofrawmaterials (4marks)
i. Reducedcostofproduction.
ii. Reducedtransportcost.
iii.Storagecostofrawmaterialsisavoided.
iv.Enhancescontinuousproduction.
v. Getsadequatequantityofrawmaterials
vi.Wastageofrawmaterialsisavoided.
3. Outlinefourbenefitsthataccruetothegovernmentasaresultofprivatizationofapublicenterprise. (4marks)
i. Governmentobtainsrevenuefrom proceeds/salesofshares.

ii. Governmentcanconcentrateonotherstateresponsibilities.

iii.Offersopportunitiesforprivatecitizenstoparticipate.

iv.Toenhanceefficiencyinmanagement.

v. Reducegovernmentexpenditure.

vi.Obtainrevenuefrom taxes.

vii.Attractforeignaid.

viii.Attractforeigninvestments.
4. Highlightfourguidelinesthatthegovernmentofacountryshouldadopttopromoteefficientuseofherresources.
i. Maximum socialbenefit
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ii. Wastemustbediscouraged/economy.

iii.Flexibility–possibilitytobeadjustedaccordingtotheeconomiccircumstances.

iv.Sanctions–expendituremustbedeterminedbyacertainauthority.

v. Soundfinancialadministration–accuracyandsystematic.

vi.Equity–fairtoallsectors/regions

vii.Elasticity–capableofbeingexpanded/contractedinlinewithsizeofeconomy.

viii.Productivity–usedonprojectsthatyieldshighreturns
5. Statefourconsequencesofpoormanagementofgoodsinawarehouse.(4marks)
i. Possiblelossduetoobsolescence.
ii. Lossofgoodsduetobreakages
iii.Under-utilizationofavailablespace
iv.Timeislostwhenlookingforgoods
v. Theft/pilferageofgoods
vi.Contaminationofgoods
vii.Untidywarehouse
viii.Notpossibletodostocktaking.
ix.Unawareofgoodsavailable
6. Outlinefourmeasuresthatthegovernmentmaytaketocontroltheactivitiesofmonopolies. (4

marks)
i. Privatizingstatemonopolies.
ii. Throughlicensingnewfirms.
iii.Throughmonitoringquality/throughlegislation.
iv.Attractingforeigninvestors.
v. Throughensuringregularsupply.
vi.Throughfixingprices.
7. Outlineonecircumstanceunderwhicheachofthefollowingsourcedocumentsmaybeissuedbyatrader.

(4marks)
v) Debitnote–Whencorrectinganunderchargeforgoodssupplied.
vi)Invoice–Whendemandingpaymentsforgoodssupplied.
vii)Creditnote–Whencorrectinganoverchargeforgoodssupplied.
viii)Quotation–Whenreplyingaspecificletterofinquiry.
8. Namethedocumentsdescribedbythestatementsgivenbelowasusedininternationaltrade. (3

marks)
a) Requestforpaymentbeforegoodsaredelivered–proformainvoice
b) Showsownership/titleofgoodsimported–Billoflading
c) Showsthetransportationchargesforgoods–Freightnote/Airwaybill
9. Givethreebusinessrelatedbenefitsthatatradermayderivefrom beingauserofsocialmedia(facebook,

whatsapp,instagram,twitteretc) (3marks)
i. Searchingfornewmarket.
ii. Searchingforemployment.
iii.Creationofbusinesslinks/socialcapital.
iv.Tappingofbusinessideasandopportunities.
v. Cuttingdownonthecostofdoingbusiness.
vi.Advertisingofproducts.
vii.Easeofcommunication.
viii.Enhancingmailorderbusiness.
10.Thefollowinggraphshowstherateofpopulationgrowthofagivencountry.

Statefourfactorsthatmayhavecontributedtothetrendbetweenxandy.

i) Improvedhealthfacilities/healtheducation.(4marks)

ii) Lowermortality/deathrate.

iii)Improvedstandardsofliving.

iv)Improvedfertilityrate/birthrate.
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v) Establishmentofpoliciesthatincreasespopulation.

vi)Improvementindiet/nutrition.

vii)Immigrationfrom othercountries.

viii)Earlymarriages.

ix)Negativeattitudetowardsfamilyplanning.

x) Ineffectivefamilyplanningmethods.

xi)Cultural/religiouspracticesinfavourofmanychildren.

xii)Absenceofcalamities/epidemics/wars/politicalstability.

xiii)Ignorance/lackofinformationoffamilyplanningmethods

11.Outlinefourfeaturesofmoneythatenablesittofacilitatetheexchangeofgoodsandservices. (4
marks)

i. Generalacceptabilityasamedium ofexchange.

ii. Cognizability/authenticity

iii.Portability/easytocarry.

iv.Divisibility/caneasilybeconvertedtosmallerdenominationswithoutlosingvalue.

v. Madeofhomogenous/uniform material.

vi.Stabilityinvalue.

vii.Malleability.

viii.Durability.

ix.Scarcity.

x. Noteasytoforge/noteasytoimitate.

12.Statetheofficeequipmentusedtoperform thefollowingtasks (4marks)

Tasks Equipment

v. Cuttingunwanteddocumentsintosmallpieces Papershredder

vi.Putsholesintodocumentstoaidinfiling Paperpunch

vii.Printingaddressesontheenvelopes Addressingmachine

viii.Cuttingdocumentsintorequiredshapesandsizes Guillotine

13.Statefourbenefitsthataproducermaygetbytransportingproducetothemarketbyroad. (4marks)

i) Relativelyflexible(providesdoortodoorservices)

ii) Relativelycheap.

iii)Relativelyavailable.

iv)Relativelyfast.

v) Varietyofmeansofroadtransport.

vi)Nofixedtimeschedule.
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vii)Nofixedroutes.

14.Thefollowinginformationwasextractedfrom thebooksofMureithitraderson30thJune2017.

Margin=grossprofit

Netsales.

20 = G.P 100G.P=980,600x20=19,612,000

100 980,600 G.P=196,120

Costofgoodssold =sales–grossprofit

=980,600–196,120=784,480
Closingstock=(Openingstock+Purchases)–Costofgoodssold

=(165,000+720,000)–784,480 =100,520
MureithiTraders

Tradingaccount √
Fortheyearended30thJune2017

Openingstock 165,000√
Add:purchases 720,000√
Goodsavailableforsale 885,000√
Less:Closingstock 100,520√√
Costofgoodssold 784,480√
Grossprofitc/d 196,120√

980,600

Sales 980,600√

√ 980,600
15. Thefigurebelowshowsashiftinthesupplycurveofagivencommodity.

Outlinefourfactorsthatmayhavecausedtheshiftinsupplycurvefrom S0toS1

i) Reducedcostofproduction.
ii) Bumperharvest/favourableclimaticconditions/inseason.
iii)Increaseinpriceofjointlyproducedgoods.
iv)Governmentincentivestoproducerse.g.subsidy/favourablegovernmentpolicies.
v) Entryofnewfirmsintothemarket.
vi)Decreasedpriceofcompetitivelyproducedproducts.
vii)Improvedproductionmethods/improvedtechnology.
viii)Reducedincidentsofindustrialstrikes.
ix)Availabilityoffactorsofproduction.
x) Futureexpectationsoffallinprice.
16.Highlighttheprocedurefollowedwhentakinganinsurancepolicy (6marks)

i) Identificationoftheinsurer

ii) Fillingofaproposalform

iii)Determiningthepremiumstobepaid.

iv)Paymentofthefirstpremium

v) Issueofacovernote/binder

vi)Issueofthepolicydocument

17.Outlinethesourcedocumentforeachofthefollowingsubsidiarybooks (4marks)

Subsidiarybook Sourcedocument

v) Salesjournal outgoing/issuedinvoice

vi)Returninwardsjournal outgoing/issuedcreditnote

vii)Purchasesjournal incoming/receivedinvoice

viii)Returnoutwardsjournal incoming/receivedcreditnote
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18.Highlightfourwaysinwhichtheutility/usefulnessofaproductcanbeincreased. (4marks)

i. Bychangingtheform /convertingrawmaterialstofinishedgoods

ii. Throughtransportation/distribution

iii.Throughwarehousing/storage

iv.Throughtrade/exchange

19.MentionfourwaysinwhichtheKenyangovernmentiscreatinganenablingenvironmenttoattractinvestments(4
marks)

i. Ensuringlawandorder/security

ii. Providingcredits/loansoneasyterms

iii.Givingeconomicincentiveseglowtaxes,subsidiesandcheapland.

iv.Puttingupandimprovinginfrastructuralfacilitiesegroads,communication,waterandelectricity

v. Developmentofsocialamenitiessuchasrecreationalfacilities,hospitals,schoolsandhousing.

vi.Simplifyingprocedureinstartingandrunningbusinesses

vii.Ensuringgoodgovernanceandpoliticalstability

viii.Preservationandconservationofnaturalresourcesandenvironment

ix.Enactingfavourablelawsandregulations

20.Thefollowingbalanceswereextractedfrom thebooksofJuliatraderson31stDecember2017.

Networth=totalassets–totalliabilities

=(300,000+123,700)–(125,000+84,500)

=423,700–209,500

=214,200

21.Statefourfactorsthatmaycauseinflationinaneconomy. (4marks)

i. Increaseinmoneysupplyunaccompaniedbyproportionateincreaseinoutputofgoodsandservices.

ii. Increaseinaggregatespendingwhichleadstohighdemandforgoodsandraisesprices.

iii.Abnormalindustrialunrestandvolumeofproductionfallsandthereforeresultsinshortageofgoods.

iv.Excessivespeculationandhoardingofgoodstocreateartificialshortageshenceraisingpricesofgoods.

v. Uncontrolledincreaseincostofproduction.

vi.Increaseingovernmentexpenditure.

vii.Increaseinsalariesandwages/incomes.

viii.Increaseincreditcreationbycommercialbanks.

ix.Generalshortageofgoodsandservices.

x. Increaseinprofitmargin.

xi.Reductioninsubsidies.

22.Highlightfourcharacteristicsofeconomicresources. (4marks)
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i. Scarcity.

ii. Havemonetaryvalue.

iii.Areunevenlydistributed.

iv.Arecapableofalternativeuses.

v. Canbecombinedinvariousproportions.

vi.Haveutility/usefulness.

vii.Aretransferablefrom onepartytoanother.

viii.Qualitycanbeimproved.

ix.Somearecomplimentary/usedjointly.

x. Somearemobilewhileothersareimmobile

23.Afirm wishestointroduceanewproductintothemarket.Outlinefourfactorsthatshouldbeconsideredin
choosinganappropriatemedium forpromotion.(4marks)

i) Targetgroup–soastoreachtheintendedgroup.

ii) Availabilityofmedium –convenienttouseonlymedium thatisavailable.

iii)Costofmedium –savingsinmethodusedshouldbeconsidered.

iv)Reachability/geographicalcoverage–howwellitreachesthetarget.

v) Timeofpromotion–medium thatcanreachmanyintendedgroup.

vi)Medium usedbycompetitors–findthestrengthsandweaknessestoimproveon.

vii)Speed/urgency.

viii)Flexibility.

ix) Qualityofpromotionmedium.

x) Physicalcharacteristicsofthemedium.

xi) Legalrequirements/governmentpolicy.

xii)Natureoftheproduct.

xiii)Durationofthepromotion.

24.Statefourfactorsthatcaninfluencethechoiceofadistributionchannelofaparticularproduct. (4marks)

i. Natureoftheproductegforperishableuseshortchannel

ii. Thesizeofthemarket

iii. Natureofcompetition

iv. Locationofthemarketi.e.ifcustomersarefaruselongchannelandvv.

v. Volumeofgoodsproduced

vi. Availabilityofmiddlemen

vii.Governmentpolicy

viii.Costofthechannel.

25.HighlightfourfactorsthatmayhindereconomicdevelopmentinKenya. (4marks)
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i. Inadequatecapital

ii. Lackofappropriatetechnology

iii. Poordevelopmentplanning

iv. Limitedmarketforgoodsandservices

v. Poorgovernance/embezzlement/misappropriationoffunds

vi. Shortageofskilledlabour

vii.Highpopulationgrowth

viii.Negativeculturalpractices

ix. Poorinfrastructure

x. Politicalinstability/insecurity

xi. Lackofpoliticalwill
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WEITHAGA/KAHUROFORM FOURENDOFTERM TWO
565/2
BUSINESSSTUDIES
PAPER2

PAPER2MARKINGSCHEME.

Instructions:AnsweranyFIVEquestionsinthespaceprovided.
1. (a)Discussfivewaysinwhichanentrepreneurcontributestotheproductionofgoods.

(10marks)
i) Coordination/supervisionofotherfactorsofproduction.
ii) Providescapitalnecessarytocarryoutproduction.
iii)Hiresotherfactorsofproductiontofacilitateproduction.
iv)Paysforotherfactorsofproduction.
v) Undertakesrisksanduncertaintiesinvolvedinproduction.
vi)Makesdecisiononhowtoinvestinthebusinessenterprise.
vii)Introducesinnovations/technologicalchangestoimproveproduction.
viii)Assemblesotherfactorsofproduction.

(b)Usingawelllabeleddiagram,explainthecircularflowofincomeinatwosectoreconomy. (10
marks)

Receipt/paymentforfactorsofproduction/rent/√
salaries/wages/interest/profit.

Expenditure/paymentonreceiptofgoods/services√
√

Businesses/Firms
√

Households √

√
√ Finishedgoods/services√

Provisionoffactorsofproduction/land/labour/capital/ √
entrepreneurship/resources/factorinputs√

NB:Tick(√)forarrowshouldonlybeawardedifit’swelldrawnanddirected. 10x1=10marks

2. (a)Outlinefivedifferencesbetweenprivatelimitedcompanyandpubliccorporations.(10marks)
Privatelimitedcompany Publiccorporations

i.
ii.
iii.

iv.
v.
vi.

Formedunderthecompany’sAct
Financedbyshareholders
Directorselectedbyshareholders

Nopoliticalinfluence
Profitsgotoshareholders
Performsvariousfunction

i.
ii.
iii.

iv.
v.
vi.

FormedbyActofparliament.
Financedbythegovernment.
Directorsappointedbythegovernment.
Alotofpoliticalinfluence.
Profitsgotothegovernment.
Perform specificfunction

NB:Strictlynosplittingi.e.either0or2marks.
(b)Explainfivesourcesofgovernmentrevenueusedtofinancedevelopmentexpenditure. (10marks)
i) Taxation.

Governmentleviesdifferenttypesoftaxesongoods/servicesfor(raisingrevenue)/onincomes/accept
examplesoftaxesasanexplanation.

ii) Rent/rates/leaseincome/hiringcharges.
Receivedfrom Government(propertysuchas)land/buildings.

iii)Saleofassets.
Likeshares/buildings/vehicles.
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iv)Loans.
Receivedfrom developmentpartners/internationallenders/worldbank/IMF/locallenders.

v) Dividends/profits.
From governmentinvestments/businesses.

vi)Licenses/fees.
Licensesforoperatingbusinesses/feesforgovernmentservices.

vii)Royalties.
Generatedbyacountriesresourcessuchasforests/minerals/nationalparks.

viii)Grants/donations/gifts.
From developmentpartners/otherwell-wishers.

ix)Loanrepayment/interests.
Onloansgivenoutbygovernmentagencies.

x) Fines/penalties.
Imposedbycourts/governmentagencies.

3. (a)Explainfiveadvantagesthatanorganizationmaygetbyoperatinganopenofficelayout.
(10marks)

i. Easysupervision.
It’seasytomonitoremployeesperformancesincetheyareinthesameroom.

ii. Economyofspace.
Morefloorspaceisavailablesincespacehasnotbeenlostthroughpartition/canaccommodatemorestaff.

iii.Minimalcost/it’scheap.
Toconstruct/maintain/decorate.

iv.Sharingofresources/facilities/equipments/itmakesitpossibleforjointuseofofficefacilities.
Henceenablethefirm tosaveoncostofacquisition/avoidduplication/wastageofresources(accept
examplesofsharedfacilitiesasamention).

v. Fast/easycommunication
Communicationbetweendepartmentsismadeeasier/fastersincetherearenophysicalbarriersbetweenthem /

theyarefoundinthesameroom.
vi.Easyreorganization/flexibility.

It’seasytorearrange/redesigntheofficewhenneedarises.
vii.Enhancedteamwork/employeesworkasateam /learntobetogether.

Bysharingideas/consulteachother/promotesfriendship/personalunderstanding.
viii.Fasterflowofwork.

Duetoreducedmovement/workingclosetooneanother.
ix.Minimizes/discouragesabsenteeism /lateness/earlydeparture.

Duetoclosesupervision/monitoring.
x. Minimizes/discouragesmisuseofofficeresources/corruption.

Thuspromotingaccountability/integrity/ethicsofthefirm.
xi.Minimizes/discourageslaziness/idleness/laxity.

Duetoclosesupervision.
xii.Easy/fasterallocationofstaff.

Sincetheyworkinthesameroom.
(b)

Required:Preparetherelevantjournals. (10marks)
Thesalesjournal

Date Particular InvoiceNo. Folio Amount(Shs)
04/06/16
04/06/16
20/04/16
20/04/16

Boinett
Wendy
Joyce
Mariam
Totaltransferredtocreditside

ofsalesa/cintheGL.

001
002
003
004

SL001
SL002
SL003
SL004

12,000
15,000

7,000
10,000
44,000

Thepurchasesjournal
Date Particular InvoiceNo. Folio Amount(Shs)
07/04/16
12/04/16
12/04/16

Mwaura
John
Jane
Totaltransferredtodebitsideof

purchasesa/cintheGL

314
267
100

PL314
PL267
PL100

30,000
20,000
25,000
75,000

Thesalesreturn/ReturnsInwardjournal
Date Particular CreditNote Folio Amount(Shs)
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No.
09/04/16 Wendy

Totaltransferredtothedebit
sideofsalesreturna/cinGL

SL 2,000

Thepurchasesreturn/returnsoutwardjournal
Date Particular CreditNoteNo. Folio Amount(Shs)
15/04/16
15/04/16

Mwaura
John
Totaltransferredtothecredit

sideofpurchasesreturn
a/cinGL

PL
PL

5,000
2,500
7,500

NB:Toawardsmarks,theformatmustbecorrect.
4. (a)Coca-colacompanylimitedisusingprizewinningcompetitiontopromoteitsbrandedsodas(softdrinks).

Theprizesareonlywonwhenonebuystheproduct.Explainfivebenefitsthecompanymaygetbyusingthis
methodofproductpromotion.

i) Increasedsalesasmanycustomersmaybuytheproducttoincreasetheirchancesofwinning.
ii) Someofthecustomersmaycontinuebuying/usingtheproductsevenafterthecompetition.
iii)Thecompetitionwillhelpthecompanytocreateagoodimageamongexisting/potentialcustomers.
iv)Thecompetitionmayenablethecompanytocountercompetitionfrom otherbusinessesdealinginsimilar

products.
v) Potentialconsumersaremadeaware/informedabouttheexistenceoftheproducts.
vi)Customersmaystartbuying/usingotherproductsmadebythecompany.
(b)SomepartsofKenyahavebeenexperiencinglowpopulationgrowthraterecently.Explainfivepositiveeffectsof

havingthelowpopulationgrowthrate. (10
marks)

i) Highstandardsoflivingduetoreduceddependencyratio/increasedemployment.
ii) Reducedpressureonland,makingitavailableforeconomicactivitiessuchasfarming(largescale).
iii)Thegovernmentmaybeabletoprovidesocialamenities/reducedpressureonsocialamenitiessincetheyare

servingfewpeople.
iv)Increasedsavingsthatmaybeinvestedoneconomicactivitiesthusfacilitatingeconomicdevelopment.
v) Lowcrimeratessincemostofthepeopleareingainfulemployment/economicallyempowered.
vi)Politicalstability/securityduetoincreasedemployment/lowcrimerates.

5. (a)Withtheaidofawelllabeleddiagram,explaintheeffectofanincreaseinthesupplyofacommoditywhileits
demandremainsconstant. (10marks)

√

NB:Doubleticksfor(P1,Q1,E1andS1)alltheotherssingletick i.e.16ticksx½=8marks
Increaseinsupplycreatesexcess/surplusquantityinthemarketthatpushesthepricedownfrom Po–P1
makingthequantitydemandedtoincreasefrom Qo–Q1andtheequilibrium pointtomovefrom Eo–E1.
(2marks)

(b)Gatangaenterpriseshadthefollowingbalancesasat30thJune2015.

Pric

Po

P
1

O Qo
o

Q1 Quantity

Do

DoSo

So

S1

S1

E

E1
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i) Mark–up (2marks)
= Grossprofit

Costofgoodssold
G.P=Sales–costofgoodssold√

=240,000–(160,000+90,000–70,000)=60,000√

=60,000√= 1or331/3 % √ (4x1/2=2)
180,000 3

ii) Rateofstockturnover (2marks)
=costofgoodssold

Averagestock √
Averagestock=160,000+70,000=230,000 =115,000√
√ 2 2
=180,000=1.565times√

115,000 (4x1/2=2)
iii) Returnoncapitalemployed (4marks)

= Netprofit
Capitalemployed

Netprofit=Grossprofit–Expenses√
=60,000–37,000=23,000 √

Capitalemployed=Totalassets–currentliabilities√ √
=(70,000+25,000+20,000+10,000+95,000)–75,000√

=220,000–75,000=145,000√
=23,000x100√ = 20% √ (8x1/2=4)

145,000

iv) Currentratio (2marks)
=currentassets

Currentliabilities
C.A=closingstock+debtors+cashatbank+cashinhand√

=70,000+25,000+20,000+10,000=125,000√
C.L=creditor=75,000√

=125,000 =5:3√ (4x1/2=2)
75,000

6. (a)DiscussfivefactorsthathavehinderedtheexpansionofrailwaytransportinKenya. (10marks)
i. Highcost
ii. Existenceofroadnetwork.
iii.Lackofmoderntechnologyrequiredforefficientrailwaysystem.
iv.Lowindustrialbasewhichhasledtolowdemandforrailwayservices.
v. Littlegovernmentcommitment.
vi.Slowspeedrenderingitinappropriateforcarryingcertaingoods.
vii.Lackofcompetition–itenjoysprotectedpositionmakingitimpossibletooperate.
(b)Overtheyears,SouthernStarhavegrownintoalargebusinessenterprise.Explainfivediseconomiesofscale

associatedwiththisgrowth. (10
marks)

i) Complexmanagerialfunction/complexityofmanagement.
(Firm)maysufferfrom inherentproblems.

ii) Delayindecisionmaking.
Duetoincreasedbureaucracy/redtape.

iii)Poor/strainedlabourrelations/alienationofemployees.
Duetotheimpersonalnatureofmanagementofemployees/duetolackofdirectcontactwithmanagement.
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iv)Inflexibility.
Duetoshiftingcosttoother(profitable)lines/overinvestmentintheexistingenterprise.

v) Highcostofinputs.
Duetoexhaustionofexistingresources.

vi)Excess/unused/idle/underutilizedcapacity/resources.
Duetochange/fallindemandforitsproduct/shortageinsupplyofrawmaterials.

vii)Marketingdiseconomies.
Duetolimitedsizeofthemarket.

viii)Technicaldiseconomies.
Duetouseofobsoletetechnology/outdatedtechnology.



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|248

LUGARISUBCOUNTYINTERNALASSESMENTEXAM-2018
KenyaCertificateofSecondaryEducation(K.C.S.E)
565/1
BUSINESSSTUDIES
Paper1
TIME:2HOURS

1. Highlightfourexternalfactorsthatmaynegativelyinfluencetheoperationalofabusiness.
4mks
2. Statefourreasonswhyconsumershavetomakeachoicebetweencompetingneeds.
4mks
3. Thefollowingfigureswereobtainedfrom therecordsofBukaEnterprisesfortheyearended30thJune2014

Sales500,000
Costofsales280,000
Calculatethegrossmargin. 4mks

4. Statefourwaysinwhichthenatureofgoodswouldinfluencethechoiceoftransport.
4mks
5. Highlightfourproblemsencounteredattheimplementationlevelofdevelopmentplanning.
4mks
6. Highlightfourincentivesadoptedbythegovernmenttoencouragedelocalizationofindustries.
4mks
7. Statefourwaysofimprovingservicesdeliveryinparastatalsandcorporations.
4mks
8. Statefourfactorsthatmayinfluenceafirm’sdecisioninthetypeofgoodsorservicestoproduce

.4mks
9. Statefourinsurancepoliciesthattheownerofasupermarketmayfindusefulforthebusiness.
4mks
10.Statefourproblemsofusingoutputapproachinmeasuringnationalincome. 4mks
11.Statefournegativeeffectsofinflationinaneconomy.
4mks
12.Highlightfouradvantagesoftransactingbusinessthroughe-commerce.
4mks
13.Statefourcircumstancesunderwhichoralcommunicationisused.
4mks
14.From thetransactionsbelowstatetheaccountstobedebitedandtobecredited.4mks

Transaction Debit Credit

i. Beganabusinesswith10,000inbank

ii.Boughtequipmentincashforsh.5000

iii.Transferredsh.60,000from banktocashtill

iv.Tooksh.30.000topayschoolfeesforhisson

15.OutlinefourfunctionsofmicrofinanceinstitutionsinKenya. 4mks
16.Outlinefourreasonswhysomelessdevelopedcountriesarereluctanttojoinfreetradeagreement.
4mks
17.Studythediagram belowandanswerthequestionthatfollow.

Statefourfactorsthatmaycausetheabovechangefrom S0S0toS1S1.
4mks
18.Identifytheaccountsinwhichthefollowingtransactionswouldberecordedintheledger.

4mk

Description Account

i. Goodsboughtforresale

ii. Goodssoldtocustomer
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iii.Goodssoldtocustomerandreturnedtobusiness

iv.Goodsboughtfrom suppliersandlaterreturned

19.Indicateinthespacesprovidedtherelevantsourcedocumentforeachofthelistedbooksoforiginalentry.
4mks

Booksoforiginalentry Sourcedocument

I.Purchasesreturnsbook

ii.Cashbook

iii.Salesdaybook

iv.Salesreturnsbook

20.Statefourcircumstancesunderwhichpersonalsellingisappropriate.
4mks
21.Statefourtoolsthatthecentralbankcanusetocontrolcredit.
4mks
22.Outlinefourcircumstancesthatwouldmakeanofficemanagertoreplaceanexistingmachinewithamodernone.

4mks
23.Statefourdisadvantagesofamonopolymarket.
4mks
24.StatefourimplicationsofalargeyouthfulpopulationtoaneconomylikethatofKenya.
4mks

25.Thefollowingdatawasextractedfrom thebooksofNyandaruatraderson
31/12/2015.Useittopreparehertrialbalanceasatthatdate.

4mks
Capital 80,000
Sales 40,000
Land 60,000
Debtors 30,000
Returnsinwards 20,000
Discountallowed 10,000
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LUGARISUBCOUNTYASSESMENTEXAM-2018
KenyaCertificateofSecondaryEducation(K.C.S.E)
565/2
BUSINESSSTUDIES
PAPER2
TIME:2½ HOURS

1. a) Explainfivemacroenvironmentthatmayinfluencetheoperationsofabusinesspositively.
10mks

b) Describefivefeaturesofeconomicresources. 10mks
2. a) Explainfivebenefitsthatmayberealizedbyacountryasaresultofgovernmentpolicytorelocateindustries
inrural

areas. l0mks
b) Thefollowingbalanceswereextractedfrom thebooksofSoiloTraderson31stDecember2016.

Machinery 360,000
Furniture 430,000

Sales 500,000
Openingstock 75,000
Closingstock
Purchases 395,000
Rentincome 72.000
Generalexpenses 60,000
Debtors 62,250
Creditors 101,550
Bank 202,000
Cash 88,800
Capital 1,000,000
Additional;information;
Grossprofitmarginisstatedat40%

PREPARE
(i) Trading,profitandlossAccountfortheyearended31StDecember2016.

(5½mks)
(ii)Balancesheetasat31stDecember2016. (4

½mks)
3. a) Overtheyear’ssouthernstarhasgrownintoalargebusinessenterprise.Explainfivediseconomiesofscale
whichitmay

experience. 10mks
b) Explainfivedemeritsthatmaybeassociatedwithwatertransport.

10mks
4. a) Explainfivecausesofunfavorablebalanceofpaymentsformostdevelopingcountries.
l0mks

b) Explainfivefactorsconsideredinthechoiceofameansoftransport.
10mks
5. a) Explainfivenegativeeffectsofinflationontheeconomyofacountry.
10mks

b) DiscussfivefactorsthatmaypromoteentrepreneurshipinKenya.
10mks
6. a) Explainfivebenefitsthatmayaccruetoacustomerwhousesautomatedtellermachine(ATM5).
10mks

b) Entereachofthefollowingtransactionsintherelevantledgeraccounts.
i. StartedbusinessinJunel52014withksh.500,000inbank
ii, BoughtamotorvehicleinJune16th2014forksh.250,000,paymentmadebycheque
iii.Withdrawksh.50,000inJune20th2014from thebusinessbanka/ctobeusedintheoffice
iv.June24th2014paidsalariesksh.18,000cash
v. June29thboughtstockforcashksh.2,500
vi.Depositedksh.100,000intothebank
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LUGARIINTERNALASSESMENTEXAM-2018

KenyaCertificateofSecondaryEducation(K.C.S.E)
565/1
BUSINESSSTUDIES
PAPER1
TIME:2½ HOURS

MARKINGSCHEME
1. -unfaircompetition

-inappropriatetechnology
-Unstableeconomicenvironment
-Unfavorablelegalframework/governmentpolicies
-Unreliablesupplysystem (rawmaterials)
-Strongconsumerbargainingpower
-Poorphysicalfacilities/infrastructure
-Unfavorablesocio-culturalenvironment
-Insecurity
-Natura1calamities
-Negativepublicity

2. -unlimitedneeds/widevariety
-differencesintastes/preferences/fashion
-differencesinpricesofgoodsandservices
-governmentpolicyongoods
-limited/scarceresources

3. grossprofit=sales-costofsales
=500,000-280,000
=220,000

4. -ifgoodsareperishableafastandappropriatemeansisrequiredifgoodsarefragile,asmoothmeansof
transportis

requiredifgoodsarehighlyvalued,asafeandsecuremeansisrequiredifgoodsareurgentlyrequiredafaster
meansis

used
-ifgoodsarebulkyanappropriatemeanswillbeused.

5. -Shortageofgoods
-Lackofinvolvementandsupportatthegrassrootlevel
-Over-ambitiousplans
-Inflation
-Politicalinterference
-Corruption
-Institutionalweaknesses
-Naturalcalamities
-Lackofco-operationamongexecutingparties
-Relianceondonorfunding

6. -Reductionoftaxes
-Cheaplandfreeland
-Offeringsubsidies
-Improvementofinfrastructureeg.roadsandelectricity
-Provisionofsecuritytothenewindustrialareas
-Provisionoflowinterestfinancialassistancetoinvestorswhoadheretodelocalizationpolicy
-Providesocialamenitiesforthoseworkinginindustries
-Reducelicensefeesthusreducingthecostestablishing
-Providecheappowerforminingindustries Any4pts@14mks

7. -Regularauditingoftheirbooksofaccounts
-Settingtargetstobeachievedbyallfirms
-Retrenchingsomeoftheidleworkers
-Theyareadoptingmoderntechnology
-Employingqualified/skilledmanagers
-Workerssigningperformancecontract Any4pts@1=4mks

8. -Governmentpolicy—theproductchosenshouldconform totheexistinggovernmentpolicy
-Capitalrequirement-thefirm canonlyproduceacommoditywhoseproductioncostitcanfinance
Profitability-afirm shouldonlyproduceacommoditywhichislikelytogeneratehighprofit/has high
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demand Any4pts@14mks
9. -Theft/burglary

-Fidelityguarantee
-Workman’scompensation
-Fire
-Motorvehicle
-Medicalcoverpolicy
-Personalaccidentcover
-Good/cashontransit
-Sprinklerleakagepolicy

10. -Doublecounting
-Difficultiesinestimatingsubsistenceoutput
-Lackofaccuratedatafrom localproducers
-Presenceofinformalsectoreg.juakali
-Problemsofvaluingprimaryproducts
-Problemsofchangingprices/pricefluctuations
-Problemsinvaluinggovernmentoutput(provisionofutilities)sincemanyofitsservicesarenotsoldin

market
-Valuingillegalactivities
-Theproblem ofdecidingonthegoodsandservicestoincludeeg.Whethertheoutputofahousewifeshould

be
includedornot. Any4pts@1=4mks

11. -Erosionofpeople’spurchasingpowerleavingthem poorerthantheywerebeforeinflation.
-Lossofconfidenceinthelocalcurrencybycitizens.Thisresulttopeoplepreferringtouseothercountry’s

currency.
-Loweringofpeople’sstandardsoflivingsincethecostoflivingbecomeshigher.
-itdiscouragessavingsaswellasinvestmentbyindividualsandfirms.
-Itmayresulttohighinterestrateswhichmakethecostofacquiringcredit/financetobeveryhigh.
-Itmayresulttoemergenceofblackmarketsinthecountry.
--Itcanevenresulttopoliticalinstabilityinthecountry. Any4pts1=(4mks)

12. Itisaquickwayofdoingbusinessthroughtheinternettherebysavingtime!facilitiesurgenttransactions.
-Itenableslargeandsmallbusinessestotransactbusinessthroughtheinternetwithout
discrimination/restriction.
-Itfacilitatesaccesstolargemarkets/globalmarketssincemanyregionsareconnectedtotheinternet.
-Thereisreducedpaperwork/umberofbusinesstransactionsasmanydealingsaredoneonlinemaking

transactionsless
cumbersome.
-Onecanaccessother/differentbusinessinformationfrom theinternetwhichcanenhancetherunningof

thebusiness.
-Itisacheapwaysavesoncostofsendingreceivingstoringbusinessinformation/acquiringproducts.

13. -Whenthemessageisconfidential
-Whenthemessageisurgentlyneeded.
-Whenthesenderandreceiverareinoneplace.
-Whenimmediatefeedbackisrequired.
-Whenthesenderwantstopersuadeandconvincetherecipients.Any4pts.@ =4mks

debit credit

i bank capital

ii Equipment cash

iii Cash bank

iv Drawing cash

15 -Financingsmallandmedium scaleentrepreneursthroughcreditfacilitiesorloans.
-Providingadvisoryservicesonbusinessopportunities.
-Educatingandtrainingentrepreneursonhowtoruntheirenterprisesthroughseminars,workshopsetc.
-Mobilisingsavingsbyacceptingdeposits.
-Channelinggovernmentfundingthroughsmallandmedium enterprisesprogramme.
-Partneringwithinsurancetoprovidesecurityoninvestment.
-Investinginequities,realestateetc.
-Providingpersonalfinancingfordevelopment. Any4pts.1(4mks)

16 -Toavoidunfaircompetitionfrom superiorgoodsfrom developedcountries.
-Toavoidoverexploitationoflocalresources.
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-Topreventdumping.
-Tocreateemployment.
-Tosafeguardingagainstblackmailfrom developednations.
-Tosafeguardagainstreducedgovernmentrevenue.
-Topreventerosionofacountry’sculturalvalues.
-Toavoidimportedinflation.
-Toreducebalanceofpaymentdisequilibrium.
-Toprevententryofharmfulandillegalcommodities. Any4pts.@ (4mks)

17 -Increasedcostofproduction.
-Exitoffirmsfrom theindustry.
-Priceofrelatedproductislow.
-Punitivegovernmentpolicy/hightaxation!quotas/fixingoflowprice.
-Useofpoortechnology.
-Futureexpectationofadecreaseinprice.
-Unfavourablenaturalfactors/weather.
-Priceofthepricehasreduced.
-Naturaldisasterse.g.pests,diseases,floodsincaseofagriculturalproduct.

18. (i) Purchases account
(ii) Salesaccount

(iii) Salesreturns
(iv) Purchasesreturns 4pts.=(4mks)

19. (i)
(ii)Receipt

20. -Whenlaunchinganewproduct.
-Whenaproductistailoredtomeetcustomers’specificationsbecausecustomershavevaryingtastesand

preferences.
-Whendemonstrationisrequiredastheiroperationcanbeexplained.
-Whenthemarketisconcentratedinoneareaascostinvolvedinaccessingthemarketisreduced.

21. -bankrate
-Compulsorydeposit
-Selectivecreditcontrol
-Openmarketoperations
-Moralpersuasion
-Cashliquidityratio
-Directivesandrequests. Any4pts.1=(4mks)

22. -Obsolence—hasoutliveditsusefulness.
-Whereafastermachineisrequired.
--Wheremaintenancecostsarehigherthancostofacquiringmodem machine.
-Wherethereisneedforincreasedproduction.
-Wherehighqualityworkisrequired.
-Wherehewantstosaveonlabour.
-Wherethereisneedtoimproveimageofthefirm/prestige.
-Ifthenewmachineiscapableofreducingfraud.
-Ifthenewmachinewillsaveonspace/storage.
-Ifthenewmachineiscapableofmultipleuse. Any4pts1(4mks)

23. -Limitedvarietyofgoodsforconsumerstochoosefrom.
-Increasedpriceduetolackofcompetitionthereforeexploitingtheconsumers.
-Lowqualitygoodsproduced.
-Mayrestrictoutputhencecausingartificialshortages.
-Mayrefusetoadoptmodem technologyduetolackofcompletion.
-Givenexpensivefinancialincentivesbygovernmentastheyarealone.
-Maysupplyproductsonlytoareaswithhighdemandhencecausingshortages.

24. -Decreaseinpercapitaincome.
. -Highdependencyratio.

-Highrateofunemployment.
-Increasedsocialcrime.
-Lowlaboursupplyduetoagefactor.
-Reducedsavingsandinvestments.
-Diversionofgovernmentexpenditure.
-Pressureongoodsandservices. Any4pts@ 1(4mks)

25.
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LUGARISUBCOUNTYASSESMENTEXAM-2018
KenyaCertificateofSecondaryEducation(K.C.S.E)
565/2
BUSINESSSTUDIES
PAPER2
TIME:2½ HOURS

MARKINGSCHEME
1.(a) -Economicenvironment(favorable):Economicsituationsthatincreaseaconsumer’spurchasingpowere.g.
lowlevelsof

inflationandtaxes.
- Demographicenvironment:Ahighpopulationcreatesawidermarketandhencemoresalesandprofits.
- Advancementintechnology:Highlevelsofknowhowandefficientuseoftools/equipmentleadtobetter

qualitygoods/
servicesandreducedcostofproduction.

- Legalenvironment(favorable):Lawsandpoliciesmadebythegovernmentshouldbefavorablee.g.taxation,
legislation andeaseoflicensing.

- Favorablepoliticalenvironment,politicalstabilityleadstopeacetherebycreatingaconduciveenvironmentfor
business

tothrive.
- Favorablesocio-culturalenvironment:wherecustoms,valuesandbeliefsofthesocietyarefortheproducts.

Thisboosts
salesandthebusinessthrives.

- Faircompetition:Thiswillenablethebusinesscopewiththecompetitorsandremaininoperation.
- Physicalenvironment:(Idealorfavorable):Relief,climate,infrastructure.Whenidealthebusinesstooperate

efficiently. Any5pointswellexplained@ 2=(l0mks)
(b) Featuresofeconomicresources

- Scarcity/limitedinsupply;Theyarefoundinsmallquantitiescomparedtothemanyusesintowhichtheyhave
tobeput/

hencenotsufficienttosatisfyhumanwants.
- Monetaryvalue-Theyhaveapriceattachedtothem whichhavetobepaidfortheiruse.
- Unevenlylingualdistribution—Theyarenotdistributeduniformlyinthesocietyhencesomepeople/regions/
countries

havemoreresourcesthanothers.
- Combinability—Theycanbeusedindifferentproportionstoproducegoods/services/theycanbeused
jointly.
- Haveutility—Theyareusedtosatisfyhumanwants.
- Transferability—from onepersontoanotherintermsofownership/possession.
- Havealternativeuses-multipurpose.

Mobility-Somecanbemovedfrom oneregion/placetoanothergeographically.Any5points2=(10mks)
2.
(a)- Increasedavailabilityofavarietyofgoodsandservicesasaresultofnewbusinessesinthearea.

- Availabilityofauxiliaryservices—citizenswouldenjoymoreandbetterauxiliaryservicesliketransport.
- Increasedjobopportunities—astherewillbemorejobsavailablethatwouldreduceunemployment
- Locallyavailablefactorsofproductionwillbeusedandthecitizenswouldearnrewardsassociatedwiththem.
- Improvedstandardoflivingasdevelopmentoftheruralareasincreasesthequalityandthevarietyofgoods
andservices.
- Reducecongestionintowns-thiswouldbenefitthefewcitizensremaininginthecity.
- Balancedeconomicdevelopment—aseconomicactivitiesarespreadthroughoutthecountry.
- Transferoftechnologytoruralareaswhichleadtoproductionofbetterqualitygoods/ services.
- Creationofmarketforgoods/servicesproducesinruralareas.

-Any5pointswellexplained@ 2=(10mks)
(b) (i)
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3. (a)
- Complexmanagementfunctions-duetoexpandedoperations(firm maysuffer from inherentproblems)
- Delay/slowindecisionmaking—duetoincreasedbureaucracy/Redtap.
- Highcostperunit/highoverheadcosts.
- Strained/poorlabourrelations/alienationofemployeeslabourrelationsduetotheimpersonalnatureof
managementof

employees/duetolackofdirectcontactwithmanagement.
- Inflexibility-duetoheavyinvestmentintheexistingenterprise.
- Highcostofinputs(FOP)-duetoexhaustionoftheexistingresources/scrambleforresources.
- Marketingdiseconomies-duetolimitedsizeofthemarket.

Any5pointsexplained@ 2=(l0mks)
(b)
- Relativelyslowhenceperishable/urgentlyneededgoodsmaynotbetransportedthisway/takelongwhen
travelling.
- Limitedavailabilityonlyapplicablewherewaterisavailable.
- Waterwayscanbeaffectedbyadverseweatherconditionssuchasdrought/Freezing/storms/flooding.
- Costsofmaintaining/constructionofports/canals/waterwaysmaynotbenavigableduetowaterfalls/
cataracts/

shallowness/narrowness/inhabitedbydangerousanimals/roughwaters.
- Highcostsofunitsofcarriage/vesselwhichmaymakethem unaffordabletoacquire/maintain.
- Maybepronetopiracyinthebigseas/remoteareas/mayleadtolosses/increasedinsurablecosts.

Any5points@ 2(l0mks)

4. (a)
- Relianceonprimaryproducts/rawmaterials/agriculturalproduceforexport/mostdevelopingcountries

mainlyexport
primary/agriculturalproductswhichfetchlowpricesintheinternationalmarket/lowertheirexportreceipts.

- Heavyimportationoffinishedgoods/mostdevelopingcountriesheavilyimportsmanufacturedgoodswhose
valuesare

veryhigh/spendmoreonthem.
- Toomuchrelianceonforeignborrowing/aid/borrowingyetsuchloansarepaidwithinterest.
- Relianceonlowlevelsoftechnologyonproductionwhichlowerthequalityoftheirexportshencelowering
theirvalue/

demand/receipts.
- Vulnerabletonaturalcalamitieswhichlikedroughtwhichadverselyaffecttheirproduction.
- Highdemand/preferencetowardsforeigngoods/imports./Mostconsumersindevelopingcountries(belief
thattheyare
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ofbetterqualityhenceendupspendingmoreonthem.
- Unfavorableworldeconomicorder/policies/lowbargainingpower/thedevelopingcountrieshaveverylittle
sayin

internationalforums/cannotinfluencetheworldeconomicorderintheirfavorhenceendearninglesson
exports/

spendingmoreonimports.
- Declineindemandforexportshenceloweringthecountriesearning.
- Low/poorforeigninvestmentleadingtolowcapitalinflows/lowforeignreceipts.
- Devaluationofforeigncurrencieswhichencouragelessexportearnings.
- Appreciation/revaluationoflocalcurrencywhichleadstolowerexportearnings.
- Politicalinstability/insecuritywhichmayinterfere/lowerexportearnings.
- Restrictive/protectionism policiesbyothercountriesthatleadtofewer/exportsearning.
- Withdrawalofforeignaid/grantsleadingtocapitalflight/outflows.
- Poorgovernance/policies/corruptpracticesleadingtolowexportearnings/highexpenditureonimports.

Any5points2(10mks)
(b)

- Thenatureofthegoodstobetransported-somegoodsaresuchthattheycanonlybetransportedusing
appropriate/

suitablemeansoftransport/perishablegoodsmayrequirefastmeans/specialfacilities.
- Cost-choosesameansthatisaffordable/costeffective.
- Speed/urgency—chooseameansthatcandeliverthegoods/serviceswithintherequiredtime.
- Distancetobecovered—somemeansmaynottakegoodstofarawayplaces/somearenotconvenientover
short

distance.
- Security—chooseameansthatislesspronetodamage/loss/theft.
- Meansthatispossibletoofferdoortodoorservice.
- Valueofgoods/services—Ifofhighvaluetheymayrequireameansthatismoresecure.

Any5pointswellexplained@ 2=(10mks)
5 (a)

- discouragesavings-Peopletendtospendthemoneytheyhaveduetofallingvalueofmoneyduetoincrease
inprices.
- Increaseininterestrates/highcostofcredit—Duetothefactthatthereislesssavinginthecountryhigh
interestrate

compensateslendersforthefallinthevalueofmoney.
- Peoplewithfixedincomearehardhit-Becausethevalueoftheirincomefalls,theywillaffordlessgoods/
serviceswhich

increasescostofliving.
- Lenderslose:Lendersofmoneyreceivelessvalueofthemoneytheyadvancetodebtors/ where
interestrateschargedare

fixed.
- Worseningbalanceofpayments—Exportsbecomemoreexpensiveleadingtoafallindemandforexportsas
people

mayprefertobuycheapimports.
- Unevendistributionofincome-Withtherichbecomingricherandthepoorbecomingpoorer
- Lowincomeearnersandtheunemployedarehard-hit-sincetheymaynotbeabletoaffordthebasics/may
leadto

illegalmeansofearningaliving.
- Hampersimplementationofdevelopmentplansbudget-becausemorefundshavetobe raisedduetorising
prices.
- Lossofconfidenceinthecurrency—whichmayencouragebartertradeandpreference offoreign
currencies.
- Adverseeffectoninvestments-duetoincreasedcostofoperation.
- Mayfuel/worsenunemployment—duetoreducedproductionactivities/closureof
firms.

Any5pointswellexplained@ 2+(10mks)
(b)- Favourablegovernmentpolicies

- Trainingentrepreneurs
- Favourableculturalpractices
- Presenceofrolemodels
- Availabilityofcapital/loans/creditfacilities.
- Politicalstability.
- Availabilityofmarket.
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- Availabilityofsecurity.
- Healthandfaircompetition.
- Availabilityofmoderntechnology.
- Employmentcreation—forselfandothers.

Any5pointswellexplained@ 2=(l0mks)
6. (a)-customercanwithdrawmoneyatanytime/for24hrs.for7daysaweek.

-Meansofpayment—customercanpayutilitybills/buygoods/services.
-Feeschargedarelowcomparedtooverthecounterserviceshencesavingoncosts.
-Strategiclocations—maybefoundevenwherebanksarenon-existent.
-Security-ThecustomerhasaFINnumberwhichguaranteesconfidentiality/safertocarryacardthancash.
-Gettingcandepositmoneyorchequesatanytimefor24hrsand7dayinaweek.
-Savestime/fasterservices—duetolesspaperwork/avoidanceoflongqueuesinthebank.
-Portability—asitislighttocarryATM cardsaround.
-Accesstocredit—Throughtheuseofcreditcards.
-Simple/easytouse—Astheuserisguidedbythemachine.
-Transactionreceipts—Toshowcurrentbalance/amountwithdrawals/forrecord

keeping.
-Facilitiesmovementofcash/fundsfrom oneaccounttoanother.

Any5pointswellexplained@ 2=(10mks)

(b)
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WESTERNCLUSTEREXAMINATION2018

KenyaCertificateofSecondaryEducation(KCSE)
565/1
BUSINESSSTUDIES
PAPER1
JULY/AUGUST2018
TIME:2HOURS

1. Highlightfourfeaturesofanunderdevelopedcountry.
(4mks)

2. Statefourreasonsforthepopularityofmobilephonesasameansofcommunication.
(4mks)

3. Statefourcircumstancesunderwhichacreditnotemaybeusedinhometrade.
(4mks)

4. ThefollowinginformationrelatestoEliza’sBakersfortheyearended31.12.2016.
Sales 400,000
Purchases 350,000
Openingstock 12,500
Returnsinwards 10,000
Carriageinwards 5,000
Closingstock 100,000
PrepareatradingaccountforEliza’sBakersfortheyearended31.12.2016.
(4mks)

5. Outlinefourprinciplesofgovernmentexpenditure. (4mks)
6. Statefourcausesofreducedsupplyofgoodsinthemarket. (4mks)
7. Foreachofthefollowingtransactions,indicatethebookoforiginalentryinwhichthefollowingtransactions

wouldberecorded.
Transaction Bookoforiginalentry
a) Boughtgoodsoncreditforsale.
b) Soldanoldmotorvehicleoncredit
c) Withdrewcashforpersonalusefrom thebank.
d) Returnedgoodsboughtoncredit.

8. Outlinefouradvantagesofmobilebanking. (4mks)
9. StatefourcontentsofaMemorandum ofAssociation.

(4mks)

10.Whywouldatraderchoosetobypassthewholesaleandretailindistributinghisgoods?
(4mks)

11.Statefourdisadvantagesofanenclosedofficelayout.
(4mks)

12.Foreachofthefollowingtransactions,indicatetheaccounttobedebitedandtheaccounttobecredited.
(4mks)

Transaction Accounttobedebited Accounttobecredited
i. Boughtmotorvehicleoncreditfrom Adams

ii. AllowedadiscounttoKeithadebtor.

13.Statefourfactorsconsideredbyaninsurancecompanyindeterminingamountofpremiumschargedinlife
insurance
(4mks)

14.HighlightfourcausesofinflationinKenya. (4mks)
15.Outlinefourwaysinwhichthegovernmentcancreateanenablingenvironmentforentrepreneurs.

(4mks)
16.Identifythewronglypostedentriesinthecashbookbelow.

TWOCOLUMNCASHBOOK

Date Details Folio Cash Bank Date Details Folio Cash Bank

20.05.18

21.05.18

25.05.18

28.05.18

Purchases

Sales

Wages

Bank

G.L.

G.L.

65,000

50,000

25,000

10,500

03.05.18

15.05.18

20.05.18

Ribbons

Phyllis[debtor]

General

expenses

12,000

13,000

40,000

30,000

55,500
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65,000 85,500 Bal.c/d 65,000 85,000

17.Statefourfactorsthatwillmotivateanentrepreneurtoventureintoaparticularbusiness.
(4mks)

18.OutlinefourbenefitsofthestandardGaugeRailwaytoatrader.
(4mks)

19.Highlightfourfeaturesofeconomicresources.
(4mks)

20.OutlinefourproblemsencounteredinmeasuringNationalincomeusingtheoutputapproach.
(4mks)

21.HighlightfourmeasurestheKenyagovernmentcantaketocurbtheproblem ofunemploymentinthecountry.
(4mks)

22.UsethetablebelowtocomputetheConsumerPriceIndex(C.P.I)
(4mks)

Commodity Baseyearprice(PO)2017 Currentyearprice(PI)2018 C.P.I.
Bread 45 52
Milk(500ml) 45 60
Sugar 100 120
Salt 10 15

23.Statefourwaysthatcanbeusedbythegovernmenttocorrectthebalanceofpaymentdeficit.
(4mks)

24.Statethefactorsofproductioncorrespondingtothefollowingrewards. (4mks)
Factor Reward

i. Royalty
ii. Wages

iii. Interest
iv. Loss

25.Findthemissingvaluesinthetablebelow. (4mks)

Asset Liabilities Capital

a)500,000
b)325,000
c)¬¬¬¬¬¬¬¬¬¬¬¬¬¬______y______
d)236,000

____x________

50,000

33,000

48,000

200,000

______w______

47,000

_______z_____
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WESTERNCLUSTEREXAMINATION-2018

KenyaCertificateofSecondaryEducation(KCSE)
565/2
BUSINESSSTUDIES
PAPER2
JULY/AUGUST2018
TIME:2½HOURS

1. (a)Explainfivecharacteristicsofgoods. (10mks)
(b)Describeatwo–sectorcirculationflowofincomeinaneconomy.
(10mks)

2. (a)Usingadiagram,explaintheeffectsofadecreaseinthesupplyofacommoditywhileitsdemandremains
constant.
(10mks)
(b)Thefollowingbalanceswereavailablefrom thebooksofSalwaTradersduringtheaccountingperiodended
31stDecember2016. (10mks)

Ksh.
Purchasefortheyear 400,000
Carriageinwards 50,000
Capital 1,000,000
Sales 800,000
Totalexpenses 195,000
Stockon1stJanuary2016 40,000
Returnsoutwards 30,000
Stockon31stDecember2016 100,000
Totalcreditors 35,000
Debtors 30,000
Returnsinwards 45,000

Required,calculate;
a) Costofgoodssold (2mks)
b) Grossprofit

(2mks)
c) Marginpercentage (2mks)
d) Rateofstockturnover (2mks)
e) Rateofreturnoncapital (2mks)
3. (a)Explainfourdifferencesbetweenapostalorderandmoneyorder.

(8mks)
(b)RecordthefollowingtransactionsofMakokhatradersintherelevantbooksoforiginalentryintheyear2014.

(12mks)
2014:
Jan.1st Creditsalesto:KipromoiKsh.26,000,AbdallaKsh.20,000.
Jan.3rd Creditpurchasesfrom NdutaKsh.12,000,MusaKsh.28,000andKinyuaKsh.40,000.
Jan.7th Returnedgoodstothefollowingsuppliers:MusaKsh.4,000andKinyuaKsh.5,000
Jan.14th CreditsalestoWawireKsh.9,000andKaluluKsh.34,000.
Jan.18th SoldanoldbusinessvehicletoAutomobileCompanyoncreditforKsh.300,000.
Jan.22nd Creditpurchasesfrom OleMasaiKsh.32,000,KimaniKsh.17,000.
Jan.26th PurchasedacopyprinterworthKsh.250,000oncreditfrom copycatcompany.

4.
(a)IntherecentpastKenyahasbeenexperiencingincreasedcasesofdumpingrangingfrom importationof

poisonoussugar,gamblingmachinesamongothers.ExplainfivelegislativemeasureswhichtheKenyan
governmenthasputinplacetoprotectconsumers.

(10mks)
(b)DiscussfivedisadvantagesthatwillaccruetoKenyaasacountrywhenitadoptsimportrestrictionspolicy.

(10mks)
5.
(a)Outlinefivefactorsthatdeterminethedecisiononwhatgoodsandservicesafirm willproduce.

(10mks)
(b)Kenyahaslostalotoflivesthroughroadcarnageformanyyears.Explainfivemeasuresthegovernmentshould

taketoreducefurtherlossoflives.
(10mks)
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6.
(a)Explainfivemethodsusedbythecentralbanktoreducethelendingactivitiesofthecommercialbanksinthe

country.
(10mks)

(b)Aroundmid-JuneeveryyeartheministersoffinanceinEastAfricancountriesreadNationalbudgetintheir
respectiveparliaments.Explainsomeoftheproblemstheymayencounterinimplementationoftheirproposed
budgets. (10mks)
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KAKAMEGANORTHSUBCOUNTYJOINTEXAMINATIONS
KCSETrialExam
565/1
BUSINESSSTUDIES
PAPER1
MARCH/APRIL2018
2Hours

Answerallquestionsinthespacesprovided.
1. Highlightfourcomponentsthatconstituteunhealthybusinessenvironment (4mks)

2. Identifyanyfourprovisionsattainedbythedocumentsthatgovernstheinternaloperationsofacompany(4mks

3. Mentionthetypeofmarinelossesthatrelatetothefollowingclassification (4mks)
a) Totalloss

b) Partialloss

4. Thefollowingaretypesofunemployment.Structural,Frictional,CyclicalandHiddenunemployment.Inthetable
belowmatchthestatementwiththeappropriatetypeofunemployment.
(4mks)

STATEMENT TYPEOFUNEMPLOYMENT
i Peopleappeartobeemployedbutifremovedfrom work;

theirmarginalproductivityoflabouriszero.
ii Characterizedbyaslumpinthegeneraleconomicactivities

inacountry
iii Fallindemandforaproduct,leadstoafallindemandfor

labourrequiredtomakethatproduct
iv Unemploymentduetolackoffactormobility

5. Amanitradershadthefollowingdetailsintheirbooksofaccounts. (4mks)
Capital31/12/2012 250,000
Additionalinvestmentsfortheyear 100,000
Goodstakenfrom thebusinessforownuse 30,000
Capital11/1/2012 199,000
DetermineAmanitradersprofitorlossfortheyearasisappropriate

6. BrieflyoutlinefourwaysinwhichthegovernmentofKenyasupportsdevelopmentofentrepreneurs (4mks)
7. ManagersofBiasharaBoraEnterpriseshaveatendencyofprovidinginadequateinformationtotheiremployees.

Statefournegativeeffectsofthisbehaviourtotheirorganization
(4mks)

8. Outlinefourreasonswhyfirmswithpopularproductsfinditnecessarytocontinuallyadvertisethesameproducts
9. Outlinefourcircumstancesunderwhichmanufacturersmayselldirectlytoretailers (4mks)

10.Identifyfourfactorsthatdeterminethelevelincomesgeneratedthroughtaxation. (4mks)

11.Identifyfourmeritsofimportsubstitution (4mks)

12.Statefourfactorsthatdeterminetheperiodforwhichdocumentsshouldbestored (4mks)

13.Nametheofficeequipmentusedtoperform eachofthefollowinghighlightedfunctions (4mks)
Functions Equipment

a Printingstampimpressiononenvelopes
b Cuttingpaperintorequiredsizes
c Pinningpaperstogether
d Recording,processing,sorting&retrievinginformation
14.Outlineanyfourservicesrenderedbyapublicwarehouse (4mks)

15.OnJuly2010MwarikiTradershasKshs.6,000cashinhand,abankoverdraftofKshs.2,000.Duringthemonth,
thefollowingtransactionstookplace.
a) 18thJuly: receivedchequefrom debtorstotalingtoKshs80,000
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b) 22ndJuly: Paidtelephonebills1,200cash
c) 28thJuly: WithdrewKshs16,000from bankforofficeuse
EntertheaboveinformationinMwarikiTrader’scashbookgivenbelowandbalanceitoff

16.Ineachofthefollowingcases,indicatewhetherthesupplywillincrease,decreaseorremainconstant.
(4mks)

a) Ifthepriceofcoffeerises,thesupplyofteaislikelyto
b) Ifthepriceofcosmeticsincreases,thedemandforshoesislikelyto
c) Ifthedemandforbeefincreasesthesupplyofwoolislikelyto
d) Ifthepricesofcarsfall,thesupplyofpetrolislikelyto
17.Thefollowingaccountbalanceswereextractedfrom thebooksofSegutunTraderson30thSeptember2005

Purchases 190,550
Openingstock 35,500
Closingstock 25,000
Sales 256,050
Salesreturn 4,800

Calculate (4mks)
i) Costofgoodssold

ii) Percentageofgrossprofitandnetprofit

18.Stateanyfourcharacteristicsofeconomicresources (4mks)

19.Stateanyfourfactorsthatleadtocostpushinflation (4mks)

20.Outlinefourmethodsthatthegovernmentmayusetoinfluencethequantitysuppliedofacommodity
(4mks)

21 Listfourservicesthatarerenderedbywholesalerstoretailers (4mks)
22 Indicatethetypeofofficeetiquettedescribedbythefollowingstatements (4mks)

i) Showingregardtootherpeopleaccordingtotheirrankorsocialstatus……………………
ii) Handlingpeoplepolitelyandpleasantry…………………………………………………….
iii) Commitmentofaworkertohisorganization………………………………………………..
iv) Abilitytoconvinceotherstactfully………………………………………………………….

23Statefourcharacteristicsoftrampsasameansofseatransport (4mks)
25identifyfourwaysinwhichmanufacturerscontributetoconsumerprotection (4mks)
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KAKAMEGANORTHSUBCOUNTYJOINTEXAMINATIONS
KCSETrialExam
565/2
BUSINESSSTUDIES
PAPER2
MARCH/APRIL2018
2½Hours

1. a)Explainfivemacrofactorsthatabusinessmanmustrespondto,toensurethesurvivalofhisbusiness.(10mks)
b)Explainfivedrawbacksofunemployment (10mks)

2. a)RecordthefollowingtransactionsbelongingtoFlipsideTradersintheappropriateledgeraccounts;balancethe
accountsandextractatrialbalanceasat11thJuly2013.
(10mks)

1stJuly2013 StartedbusinessbyborrowingKshs100,000whichwasdepositedinthebusinessbank
account

3rdJulyBoughtgoodsworthKshs20,000from Bullseyetradersoncredit
6thJulySoldgoodsworthKshs15,000oncredittoTruthmeterTraders
8thJulyTruthmetertradersreturnedgoodsworthKshs5,000
10thJulyReceivedacreditnoteofKshs3,000from Bullseyetradersinrelationtosome

b)Explaintheroleplayedbywarehousingasanaidtotrade. (10mks)
3.a)ThefollowinginformationrelatestoAfricanRetailTradersfortheyearended31stDec1999(10mks)

Grossprofit 600,000
Openingstock 285,000
Sales 2,400,000
Purchases 1,830,000
Expenses 360,000
Netprofit 240,000
Closingstock 315,000
Fixedassets 400,000
Debtors 900,000
Cashatbank 35,000
Currentliabilities 438,000

a) Calculate
i) Costofgoodssold
ii) Mark-uppercentage
iii) Debtorsratio
iv) Currentratio

b) Explainfivewaysinwhichawell-developedtransportindustrycanbeofbenefittotheeconomyofacountry.
(10mks)

4. a)Brieflyexplainthefollowingmeansofwrittencommunication (10mks)
Reports Circulars Agenda Minutes Memorandum
b)Explainfivetypesofindirecttaxes (10mks)

5. a)Explainfivereasonswhyethicalissuesarenecessarytoabusiness (10mks)
b)Outlinefiveadvantagesofusingacreditcardtoabuyer (10mks)

6. a)Explainfivewaysthroughwhichthecentralbankmaypromotecreditcreationamongcommercialbanks
(10mks)

b)Outlinefivedifferencesbetweenajointstockcompanyandaco-operative (10mks)
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KAKAMEGANORTHSUBCOUNTYJOINTEXAMINATIONS
565/1BUSINESSSTUDIES(2018)
KCSETrialExam
MARKINGSCHEME

1.Highlightfourcomponentsthatconstituteunhealthybusinessenvironment (4mks)
i) Highinterestrates
ii)Unfavorablegovernmentpoliciese.g.hightaxation
iii)Irregularsupplyofgoodsbysuppliers
iv)Unavailabilityofmarket
v)Lackofrawmaterials
vi)Unattractiveandpollutedenvironment
vii)Highcostofinputs

2.Identifyprovisionsattainedbydocumentsthatgovernsinternaloperationsofacompany
i) Rightsofeachshareholder
i) Methodsofcallingmeetings
ii)Rulesgoverningtheelectionofofficialsofthecompany
iii)Rulesregardingthepreparationandauditingofaccounts
iv)Powers,dutiesandrightsofdirectors

3.Mentionthetypeofmarinelossesthatrelatetothefollowingclassification (4mks)
c)Totalloss i)Actualtotalloss ii)Constructivetotalloss
d)Partialloss i)Particularaverageloss ii)Generalaverageloss

4.Inthetablebelowmatchthestatementwiththeappropriatetypeofunemployment. (4mks)
STATEMENT TYPEOFUNEMPLOYMENT

i Peopleappeartobeemployedbutifremovedfrom work;their
marginalproductivityoflabouriszero.

Hidden

ii Characterizedbyaslumpinthegeneraleconomicactivitiesina
country

Cyclical

iii Fallindemandforaproduct,leadstoafallindemandforlabour
requiredtomakethatproduct

Frictional

iv Unemploymentduetolackoffactormobility Structural

5.DetermineAmanitradersprofitorlossfortheyearasisappropriate (4mks)
Closingcapital=openingcapital+additionalinvestment–drawings–losses
250,000=199,000+100,000–30,000–x
250,000=299,000–30,000–x
250,000=269,000–x
X=19,000 AmanimadealossofKshs19,000

6.Outlinewaysinwhichthegovernmentsupportsdevelopmentofentrepreneurs
(4mks)

i) Fundsinstitutionthatsupportentrepreneurs
ii)Providingmarketfornewproductsbothlocallyandinternationally
iii)Providesrelevantinformationtoentrepreneurs
iv)Offersincentivestothosewhowanttostartbusinessese.g.taxrelief
v)Passingfavourablelawsandpolicies

7.Statefournegativeeffectsofthisbehaviourtotheirorganization (4mks)
i) Delayedactionbytheemployees
ii)Badrelationsdevelopedintheorganization
iii)Lowstaffmoraleiscreated
iv)Lowlevelsofcommitmentbyemployees
v)Reducedoverallefficiencyofthebusiness

8.Outlinefourreasonswhyfirmswithpopularproductsfinditnecessarytocontinuallyadvertisethesameproducts
(4mks)

i) Tobringnoticetonewcustomersontheexistenceoftheproduct
ii)Toincreasedemandsoastojustifymassproductionthatleadstoeconomiesofscale
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iii)Toeducateconsumersontheproperuseoftheproduct
iv)Toretainmarket/consumerloyalty
v)Tocopewithcompetition
vi)Toannouncethechanges/improvementsoftheproduct
vii)Tocreate/maintaincompanyimage/reputation
viii)Tocorrectanymisleadinginformationabouttheproduct

9.Outlinecircumstancesunderwhichmanufacturersmayselldirectlytoretailers
(4mks)

i) Ifmanufactureshavetheirownretailoutlets
ii)Ifmanufacturescanbrand,blend,packandadvertisetheirproducts
iii)Ifmanufactureshavetheirownchannelingdepts.
iv)Ifmanufacturesdealswithperishablegoods,likebread
v)Ifretailershaveenoughcapitaltobuygoodsinbulke.g.supermarkets

10.Identifyfactorsthatdeterminethelevelincomesgeneratedthroughtaxation. (4mks)
i) Distributionofincomes
ii)Honestyandefficiencyoftaxauthorities
iii)Citizenslevelofrealincome
iv)Economicstructureofthecountryi.e.relativesizeofthecounty’scommercialandsubsistencesectors
v)Politicalfactors

11.Identifyfourmeritsofimportsubstitution (4mks)
i) Savesonforeignexchange
ii)Createsemploymentlocally
iii)Promotesutilizationoflocalresources
iv)Makesacountryselfreliant

12.Statefactorsthatdeterminetheperiodforwhichdocumentsshouldbestored
(4mks)

i) Availabilityofstoragespaces
ii)Costofstorage
iii)Informationcontainedinthedocument
iv)Needforfuturereferences
v)Purposeofdocuments

13.Nametheofficeequipmentusedtoperform eachofthefollowingtasks
(4mks)

Functions Equipment
a Printingstampimpressiononenvelopes Frankingmachine
b Cuttingpaperintorequiredsizes Frankingmachine
c Pinningpaperstogether Stapler
d Recording,processing,sorting&retrievinginformation Computer

14.Outlineanyfourservicesrenderedbyapublicwarehouse (4mks)
i) Providestoragefacilities
ii)Servesasaplaceforpreparationofthegoodsforsubsequentusebyachangeintheirconditione.g.ripeningof

bananas.
iii)Rendersawarrantwhichisadocumentoftitleissuedtothemerchantowningthegoods.

15.OnJuly2010MwarikiTradershasKshs.6,000cashinhand,abankoverdraftofKshs.2,000.Duringthemonth,the
followingtransactionstookplace.

d)18thJuly: receivedchequefrom debtorstotalingtoKshs80,000
e)22ndJuly: Paidtelephonebills1,200cash
f)28thJuly: WithdrewKshs16,000from bankforofficeuse
EntertheaboveinformationinMwarikitraderscashbookgivenbelowandbalanceitoff
Date Details Cash Bank Date Details Cash Bank
July2010 July2010
1 Balb/d
18 Debtors
28 Bank
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Totals

16.Ineachofthefollowingcases,indicatewhetherthesupplywillincrease,decreaseorremainconstant.(4mks)
a)Ifthepriceofcoffeerises,thesupplyofteaislikelyto decrease
b)Ifthepriceofcosmeticsincreases,thedemandforshoesislikelytoremainconstant
c)Ifthedemandforbeefincreasesthesupplyofwoolislikelytoremainconstant
d)Ifthepricesofcarsfall,thesupplyofpetrolislikelyto decrease
17.Thefollowingaccountbalanceswereextractedfrom thebooksofSegutuntraderson30thSeptember2005
i) Costofgoodssold
Openingstock+purchases–closingstock
35,500+190,550–25,000
=201,050
=201,050

ii)Percentageofgrossprofittonetsales
Netsales=Sales–Salesreturns
251,250=256,050–4,800
G.P.=Netsales–costofgoods
50,200=251,250–201,050
50,200x100=20%

251,250

18.Stateanyfourcharacteristicsofeconomicresources (4mks)
i) Scarceinsupplyrelativetotheirmanyuses
ii)Havemoneyvalue
iii)Haveutility
iv)Canchangeownership
v)Havealternativeuses
vi)Canbecombinedtoproducevariousgoodsandservices
vii)Canbecomplementary

19.Stateanyfourfactorsthatleadtocostpushinflation (4mks)
i) Increaseinwagesandsalaries
ii)Increaseincostoffactoryinputslikemachinesandequipment
iii)Taxationbythegovernmenttoproductsattheproductionlevel
iv)Increaseincostofelectricityandpetroleum
v)Driveforhigherprofitsbyproducers

20.outlinefourmethodsthatthegovernmentmayusetoinfluencethequantitysuppliedofacommodity(4mks)
i) Introductionofrelevantbusinesscoursestraininginschools/institutions
ii)Valuingindividualswhosucceedinbusiness
iii)Provisionofcapitaltopeoplewhowanttocarryoutbusiness
iv)Expandingmarketsfortraders
v)Promotingtradersbusiness
vi)Diversificationofbusinessactivities
vii)Identifyingrelevantbusiness

Opportunitiesinthecountry

21servicesrenderedbywholesalerstoretailers
i) Varietyofgoods
ii)Availinggoodsatconvenientplaces
iii)Breakingofbulk
iv)Creditfacilities
v)Transportetc

22typeofofficeetiquette
i) Respect
ii)Courtesy
iii)Loyalty



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|268

iv)Diplomacy

23characteristicsoftramps
i) Havenofixedroutes
ii) Havenodefinitetimeschedulesintheiroperations
iii)Waitforgoodstofillbeforedisembarkingfrom theport
iv)Freightchargesvarydependingonrouteanddemandfortransport.

24causesofashiftinsupplytotheleft
i) Deteriorationintechnology
ii)Increaseinthecostofproduction
iii)Exitoffirmsfrom theindustry
iv)Poorweatherincaseofagriculturalproducts
v)Lackofrawmaterial

25waysinwhichmanufacturerscontributetoconsumerprotectioneection
i) Indicatingtheexpirydatesoftheirproducts
ii)Indicatingthecontentsusedinmakingthegoods
iii)Engaginginhonestandtruthfuladvertising
iv)Indicatingtheretailpriceoftheirproducts

v)Properpackagingofthegoodstoavoidcontamination.KAKAMEGANORTHSUB-COUNTY
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KAKAMEGANORTHSUBCOUNTYJOINTEXAMINATIONS
565/2BUSINESSSTUDIES(2018)
KCSETrialExam
MARKINGSCHEME

1. a)Explainfivemacrofactorsthatabusinessmanmustrespondto,toensurethesurvivalofhisbusiness.
(10mks)

i) Competitor:-mustuseinformationaboutcompetitorstogainadvantage
ii) Legalpolitical:-mustadheretogovernmentlawstoensurethatitisnotderegisteredoutofbusiness.
iii)Demographictrends:-mattersofpopulationdeterminethedemandforgoods,thusinfluencinghowmucha

businesswillproduce.
iv)Economicfactors:-businessmustrespondtoeconomicfactorssuchasprizechanges,customer’sbuyinghabit

toestablishwhattoproduceandwhatpricetosetforthegoods
v) Technologicalfactors:-technologyinfluencesthequalityofgoodsproducedaswellasthecostofproduction.

Businessmustrespondtochangesintechnologyifitwastosurvive.
b)Explainfivedrawbacksofunemployment (10mks)
i) Riseinsocialvicese.g.crime,prostitutionduetolackofengagementingainfuleconomicactivities.
ii) Retardationineconomicdevelopmentduetolackofinvestmentfunds
iii)Increaseindependencyleadingtoafallinsavingsandeventuallylackofinvestments
iv)Fallingovernmentrevenueduetoalowrevenuecollectionbase
v) Increaseingovernmentexpenditureinanefforttoprovidesocialwelfareschemesfortheunemployed
vi)Riseinthelevelsofpoverty
2.a)RecordthefollowingtransactionsbelongingtoFlipsidetradersintheappropriateledgeraccountsbalancethe

accountsandextractatrialbalanceasat11thJuly2013. (10mks)
1stJuly2013StartedbusinessbyborrowingKshs100,000whichwasdepositedinthebusinessbankaccount
3rdJulyBoughtgoodsworthKshs20,000from Bullseyetradersoncredit
6thJulySoldgoodsworthKshs15,000oncredittotruthmetertraders
8thJulyTruthmetertradersreturnedgoodsworthKshs5,000
10thJulyReceivedacreditnoteofKshs3,000from Bullseyetradersinrelationtosomereturnsmade

Dr Banka/c Cr Dr Banka/c Cr
1/7/13Bankloan100,00010/7/13Balc/d100,000 11/7/13Balc/d100,000 1/7/13Bank100,000

Dr Purchasesa/c Cr Dr Bullseyea/c Cr
3/7/13Bullseye20,000 3/7/13Balc/d20,000 10/7/13P/returns 3,000 3/7/13Purchases20,000

11/7/13Balc/d 17,000

20,000 20,000

Dr Salesa/c Cr Dr Banka/c Cr
11/7/13Balb/d 15,0006/7/13T/m traders15,000 6/7/13Sales 15,000 8/7/13S/Returns5,000

11/7/13Balc/d 10,000
15,000 15,000

Dr Salesreturns Cr Dr Returnsoutwards Cr
8/7/13Truthmeter 5,00011/7/13Balc/d5,000 11/7/13Balc/d3,000 10/7/13Bullseye3,000

FLIPSIDETRADERS
TRIALBALANCE
ASAT11/7/2013
Particulars Dr Cr
Bank 100,000
Bankloan 100,000
Purchases 20,000
Bullseyetraders 17,000
Sales 15,000
Truthmetertraders 10,000
SalesReturn 5,000
Returnoutwards 3,000
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135,000 135,000

b)Explaintheroleplayedbywarehousingasanaidtotradeamongothers (10mks)
i) Preservessurplus,stabilizerspricesandhelpstosavehugequantitiesofgoodwhichwouldotherwisebewasted.
ii) Goodscanbepreparedforsalewhileinthewarehouseintermsofsorting,weighing,packingetc
iii) Providetemporaryaccommodationofgoodsforproducerswithnosufficientroom forstorage.
iv) Actsasareservoirenablingtradetocontinuethroughouttheyear
v) Deferredpaymentonhighlytaxedgoodsenablestheimportertolookforamarketforthegood
vi) Enablesthegovernmenttogetrevenuethroughdutypaid

3.a)TheinformationrelatestoAfricanRetailTradersfortheyearended31stDec1999 (12mks)
Calculate

i) Costofgoodssold
=openingstock+purchases–closingstock
=285,000+1,830,000–315,000
=1,800,000

ii) Mark-uppercentage
= Grossprofitx100

Costofsales
= 600,000x100

1,800,000
= 331/3%

iii) Debtorsratio
= Debtorsx365

Sales
= 900,000x365

2,400,000
= 136.9
= 137days

iv) Currentratio
= CurrentAssets

Currentliabilities

= stock+Debtors+Cashatbank
Currentliabilities

= 315,000+900,000+35,000
438,000

= 1,250,000 =3.08:1+3.1:1
438,000

b)Explainfivewaysinwhichawell-developedtransportindustrycanbeofbenefittotheeconomyofacountry.
(10mks)

i) Producersabletodelivertheirproducetothemarket
ii) Rawmaterialscanbedeliveredtotheproductionunitsthusenablingcontinuousproduction
iii) Facilitatesmovementofworkersandtraders
iv) Facilitatesupofnewareastoexploitnaturalresources
v) Helpavoidwastagesincesurpluscanbetakentothemarket
vi) Perishableitemscaneasilyreachmarket
vii) Consumersabletogetavarietyofproducts
viii)Urgentservicessuchasmedicalservicescanbeprovidedintheshortesttimepossible
ix) Facilitatesmassproduction
x) Encouragespecialization
xi) Promotedevelopmentofindustries

4.a)brieflyexplainthefollowingmeansofwrittencommunication (10mks)
Reports i)Detailedpresentationoffindings,conclusionsandrecommendations

ii)Itaidsdecisionmaking
Circulars i)Aremanycopiesofasingleletteraddressedtoverymany-making
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ii)Usedwhensomemessageneedstobepassedtoverymanypeople
Agenda i)Itisanoutlineoftheitemstobediscussedinameeting

Minutes i)Arerecordsofproceedingsofameeting
ii)Areusuallybriefsincetheyarewrittenwhenthemeetingisinprogress

Memorandum i)Ameansusedtopassinformationbetweendepartmentsinanorganization
ii)Itisstrictlyusedforinternalcommunication

b)Explainfivetypesofindirecttaxes (10mks)
i) Salestax–Ataxbasedonsaleofproductsmadebybusinessmenwithinthecountry
ii) Valueaddedtax–ataxleviedonthevaluethatabusinessaddstoitsfinalproducts
iii) Exportduty–ataxleviedongoodsexportedtoothercountries,eithertodiscourageexportofessentialgoodsor

simplytoearnrevenue
iv) Importduty–ataxleviedongoodsimportedfrom othercountries
v) Exciseduty–ataximposedongoodsproducedandconsumedwithinthecountry

5.a)Explainfivereasonswhyethicalissuesarenecessarytoabusiness (10mks)
i) Toensurethatthereisnodiscriminationinsuchareasasrecruitment,promotion,trainingetc
ii) Tocreatefairnessincompetitionsuchthatabusinessdoesnotdestroyordiscreditotherbusinessesproducts
iii) Toensureprotectionoftheenvironmentbyavoidingwater,airandnoisepollution
iv) Toavoidenvironmentdegradationthroughdeforestation
v) Toensurerightsofemployeesareuphelde.g.protectionoftheirhealthastheywork
vi) Toavoidconsumerexploitatione.g.troughsellingharmfulproduct

b)Outlinefiveadvantagesofusingacreditcardtoabuyer (10mks)
i) Itissafertocarrythecardthancash
ii) Thecardholderisabletogetcashwheninneedatdesignatedcashpoints
iii) Thecardisconvenienttocarry
iv) Somecardsareacceptableinternationally;hencetheholderwillnotneedtoseekforforeigncurrencywhen

travellingtoothercountries
v) Theholderisabletokeeptrackofhisexpendituresincehegetsastatementofallhisexpenditureattheendof

themonthfrom thecreditcardcompany
vi) Thecreditcardincreasesthecreditratingoftheholder
Vii)Creditcardsenhancethesocialstatusoftheholder.Membersofthepublicconsidercreditcardsareserveofthe

highandmighty

6.a)Explainfivewaysthroughwhichthecentralbankmaypromotecreditcreationamongcommercialbanks
(10mks)

i) Reductioninthebankratetoreducethecostofborrowing
ii) Loweringthecashreserveratio–thisenablesthecommercialbankstohavemorereserveswithwhichto

advancetotheircustomers
iii) Reductioninthevalueofcompulsorydeposits–thisalsoallowscommercialbankstoretainmoremoneywhich

theyeventuallylendout
iv) Useofopenmarketoperations–inthiscasethecentralbankbuysbackthesecuritiesitmayhavesoldtothe

publicthroughthecommercialbanksthusenablingthem tolendmore
v) Reductioninthevalueofthemargin.Thisenablesborrowerstogivesecuritiesofmuchlowervaluecomparedto

loansborrowed.Thisencouragesindividualstoborrowmore
vi) Relaxationofdirectivesandpersuasions–enablingthecommercialbankstohavefreedom tolendtoanysector

inneedoffinance

b)Outlinedifferencesbetweenajointstockcompanyandaco-operative (10mks)
Jointstock Co-operative

i) RegisteredundercompaniesAct i) Registeredundertheco-operativesAct
ii) Managedbyaboardofdirectors ii) Ranbyamanagementcommittee
iii)No.ofsharesdeterminesone’svotingpower iii)Ranonthebasisofonemanonevote
iv)Formedbyaminimum of7shareholders iv)Formedbyaminimum of10members
v) Operationsguidedbythememorandum and

articlesofassociation
v) operationsguidedbyasetoflaiddownco-op

principles
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KIGUMO
PREMOCK
565/1BUSINESSSTUDIES(2018)
KCSETrialExam
ENDOFTERM 12018EXAMINATIONSFORM 4B/STUDIES
2Hrs

1.Highlightfourwaysinwhichthegovernmentcanensureacleanenvironment. (4Marks)
2.Statefourwaysinwhichcommercefacilitatesthesatisfactionofhumanwants. (4Marks)
3.Outlinefourcharacteristicsofanentrepreneur. (4Marks)
4.Statefourimportanceofagoodbusinessplan. (4Marks)
5.Highlightfourreasonsthatwoulddiscourageyoufrom joiningapartnership. (4marks)
6.Statefourdisadvantagesofapublicwarehouse. (4Marks)
7.Outlinefourreasonsthatcanmakeafirm usecompetitiveadvertisement. (4Marks)
8.Outlinefourfeaturesofanoligopolymarket. (4Marks)
9.ThedemandforrentalhouseshascontinuedtodeclineinKangarimarket.Statefourfactorsthatcouldhave
contributedtothis. (4
Marks)
10.Highlightfourbenefitsofprivatizinggovernmentparastatals. (4Marks)
11.Hamisistartedabusinesson1st’Januarywithacapitalofshs.350,000.Duringtheyearthefollowingtransactions
tookplace.

i. Realizedaprofitofshs.47,000.

ii. BroughtintothebusinessequipmentvaluedatShs.50,000

iii. Madedrawingsamountingtoshs.20,000.

DetermineHamisi’sfinalcapital. (4Marks)

12.Outlinefourfactorsthatshouldbeconsideredwhenbuyinganofficemachine. (4Marks)
13.Statefouradvantagesofmailorderbusinesses. (4Marks)
14.Mentionfourdisadvantagesofcontainerizationintransport. (4Marks)
15.Highlightfourchallengesthatarefacedbydevelopingcountriesincalculatingnationalincome. (4Marks)
16.Statefourfactorsthatshouldbetakenintoaccountwhendecidingonthetypesofgoodsandservicestoproduce.

(4Marks)
17.Outlinethewaydifferentpartiesareinterestedintheinformationcontainedinthebalancesheet. (4Marks)
18.Statefourfactorsthatinfluencethetransactionmotiveofholdingmoney. (4Money)
19.Highlightfourrolesthatareplayedbybankingintheeconomyofacountry. (4Marks)
20.ThefollowinginformationrelatestoMarumiTraderson1st’July2015.

shs.
Openingstock 40000
Closingstock 55000
Purchases 200000
Margin 25%
Required:DrawMarumiTraders’tradingaccount. (4Marks)

21.Outlinefouradvantagesthatmaybeattributedtoahighpopulationgrowthrate. (4Marks)
22.Highlightfourreasonsthatmaymakeaninsurernottocompensateaninsured. (4Marks)
23.Highlightfouradvantagesofusingcellphoneswithinandoutsideanorganization. (4Marks)
24.HighlightfourreasonswhytheKenyaConsumerOrganizationhasbeenineffective. (4Marks)
25.Outlinefouradvantagesofsourcedocuments. (4Marks)
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KIGUMO
PREMOCK
KCSETrialExam
565/2
BUSINESSSTUDIES
PAPER2
MARCH/APRIL2018
2½Hours

Answeranyfivequestionsinthispaper.
1(a)Explainfivecircumstancesunderwhichamanufacturerwouldfinditnecessarytosellhisproduct
directtoconsumer. (10Marks)
(b)Explainfivefactorsamanagerwouldconsiderbeforebuyingofficeequipmentfortheorganization. (10Marks)
2(a)ExplainfivebenefitsthatwillaccruetotheKenyangovernmentwhendrillingofTurkanaoilwellswillbe
completed. (10
Marks)

(b)Highlightfivereasonswhythegovernmentmayfinditnecessarytoparticipateinbusinessactivities.(10Marks)
3(a)Withtheaidofadiagram,explaintheeffectsofchangesinconsumerincomesonthedemandcurve.(10Marks)

(b)HighlightfivewaysinwhichthetransportindustrycontributestodevelopmentoftheKenyaneconomy.(10Marks)

4(a)Explainfivewaysinwhichthecentralbankmaycontrolthesupplyofmoneyinthecountry. (10Mks)
(b)ThefollowingtrialbalancerelatesHazinaTradersasat31st’December2015.

HazinaTraders,
TrialBalance,

Asat31st’December2015.
Particulars Dr.(Sh) Cr(Sh)
Generalexpenses
Rent
Telephone
Salaries
Salesandpurchases
Discountsreceived
Salesreturns
MotorVehicle
Debtors
LandandBuildings
Cashatbank
Cashinhand
Capital
Drawings
Creditors

120,000
46,000
48,000
360,000
2,600,000

40,000
500,000
300,000
2,000,000
120,000
12,000

80,000

6,226,000

4,000,000
36,000

1,950,000

24,0000
6,226000

Additionalinformation:
Stockasat31st’Decemberwasksh.100,000.
(i)Preparetrading,profitandlossaccount. (7Marks)
(ii)Calculatereturnoncapital. (3Marks)
5(a)Explainfivelimitationsofusingpercapitaincometocomparestandardsoflivingindifferentcountries.(10Marks)

(b)OutlinefivecausesofunemploymentinKenya. (10Marks)
6(a)Explainfourmacro-environmentalfactorsthatmightadverselyaffecttheperformanceofabusiness.(8Marks)

(b)On1st’March2014,Kendihadcashinhandsh.7800andabankoverdraftofshs.23,400.Duringthemonth,the
followingtransactionstookplace:
March3:Cashsalessh6,500paiddirectintothebank.

“ 4:Boughtgoodsforshs.15,000andpaidbycheque.
“ 6:Cashsalessh.50,000.
“ 9:ReceivedachequeforSh.76,500from Amoloinsettlementofhisdebts.
“ 13:Paidinsurancepremium sh.16,000incash.
“ 14:PaidKamothobychequeSh.9,700infullsettlementofhisaccounthavingdeducted3%cashdiscount.
“ 17:CashsalesSh.150,000paiddirecttobank.
“ 21:WithdrewSh30,000from bankforofficeuse.
“ 23:Receivedachequeofsh23,750from Rotichinfullsettlementofhisaccountless5%cashdiscount.

“ 25:Paidwagesofshs.20,000incash.
“ 26:Chequereceivedfrom Amolowasdishonored.
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“ 30:BankedallcashexceptSh3,000.
Prepareathree-columncashbookdulybalanced. (12

Marks)
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KIGUMO
MARKINGSCHEMEFORM 4
B|STUDIESPP1TERM 12018.

1.Waysinwhichgovernmentcanensureacleanenvironment.
 Throughformulatingandpassinglawsthatwillpreventgradationofthenaturalenvironment.

 Throughprovisionoffundsthatwillbeusedinresearchintobettermethodsofproductionthatareenvironmentally
friendly.

 Byencouragingandpromotingtheconservationoftheforestcover

 Throughtrainingofpersonnelandfosteringofeducationonenvironmentalconservationissues.

 Throughawardstoindividuals,firmsorinstitutionsthatplayakeyroleintheconservationofthenatural
environment.

2.Waysinwhichcommercefacilitatesthesatisfactionofhumanwants.
 Commercefacilitatesrenderingofservicesandchangeofownershipofgoodsfrom thesellertothebuyerthusthe

buyer/consumerusesthegoodstosatisfyhis/herwants.

 Itbringsgoodsclosertothefinalconsumerthroughconveyancetoenablethebuyeracquirethegoodsforuse.

 Byengagingintrade,oneisabletogetmoneywhichcanbeusedtobuygoodsandservicestosatisfyone’swants.

 CommerceInvolvesbankingwhichprovidethemedium ofpaymentforgoodsandservices,thusconsumercanbuy
goodsforconsumption.

3.Chacteristicsofanentrepreneur.
 He/sheisarisktakerinhis/herbusiness.

 He/sheisresponsiblefortheprofit/lossofthebusiness.

 He/sheownsthebusiness.

 He/sheisresponsibleforacquiringandorganizingotherfactorsofproduction.

 He/sheisresponsibleformarketingthegoods/servicesproducedinthebusiness.

4.Importanceofabusinessplan.
 Agoodplanshowshowcapitalwillbeacquiredandallocated.

 Itguidestheentrepreneurtoavoidmistakes.

 Theplanmotivatesonetoachievethesettargets.

 Itisusuallyrequiredbyfinancierswhoaretofinancetheproject.

 Aplanremovesworriesanduncertaintieswhenstartingabusiness.

 Itisusetoevaluatethebusinessbycomparingthesetgoalsandtheachievedresults.

5.Disadvantagesofapartnership.
 Thereissharingofprofits.

 Onemaybereworkedespeciallyifheorsheisanactivepartner.

 Somepartnersmayhaveunlimitedliabilities.

 Thereisahighpossibilityofdisagreementsamongpartners.

 Thedecision-makingprocessmaybeslow.

 Ifonepartnermakesadecisiononbehalfofothers,itwillbebindingtoall.

 Itmaybedifficulttokeepthesecretsofthebusiness.
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6.Disadvantagesofapublicwarehouse.
 Itisexpensivetohireapublicwarehouse.

 Theymaybelocatedfarawayfrom tradersthusinconveniencingthetraderandincreasingthecostsofstoring
goods.

 Atraderhiringapublicwarehousedoesnothaveto/controloverit.

 Theproceduretoclearandremovegoodsfrom apublicwarehouseisslowandlong.

 Someofthepublicwarehousescouldbeusedtostoreillegalgoods.

 Thewarehousemaylackspecialequipmentormachinesthatatradermayrequire.

7.Reasonsforusingcompetitiveadvertisement.
 Ifthefirm wantstoattractmorebuyers.

 Toretainalreadyexistingcustomers.

 Ifthecompanyislaunchinganewgoodrserviceintothemarket.

 Tointeractorfightoffanewcompetitorinthemarket.

 Tocorrectinformationabouttheproductwhichcouldbecirculatinginthemarket.

 Tobuildacompany’soverallimage.

8.Featuresofanoligopolymarket.
 Thereareafewsellersinthemarket.

 Canbepureoligopolywhereproductsareidenticalordifferentiatedthroughbranding.

 Thereisfirm rivalrywhereeachfirm trytooutdotheotherforabiggershareofthemarket.

 Firmsarepricegiversormakers.

 Therearebarrierstoentrysothatthefirmscannotenterthemarket.

9.Factorscontributingtodecreaseindemand.
 Emigrationofpeoplefrom Kangaritownleadingtodeclineinpopulation.

 CasesofinsecurityinKangarimakingpeopletofeartheplace.

 Riseincostofhousingintheplacemakingpeopletooptforotheraffordableplaces.

 TheweatherinKangarimaydiscouragepeoplefrom seekingresidencethere.

 Declineinpeople’sincomeintheareamakingpeopletoprefervillagelife.

10.Benefitsofprivatizinggovernmentparastatals.
 Itencouragesprivateownershipofbusinessesinthecountry.

 Therewillbeimprovedmanagementintherunningofthebusinesses.

 Privatizationdealswiththeproblem ofcorruption,misuseoffundsandmismanagementorofresourcesin
parastatals.

 Itencourageshealthycompetitionamongthebusinessesintothecountry.

 Itwillreducethetaxburdenoffinancingthepoorperformingparastatals.

11.Finalcapital=Initialcapital+A.I+Profits–Drawings
FC=350000+47000+50000-20000
FC=447000-20000
Fc=Ksh.427000
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12.Factorstobeconsideredwhenbuyinganofficemachine.
 Theeffectofthemachineontheworkers.

 Thecostofthemachine.

 Thesuitabilityofthemachine.

 Thepresenceofofficestaffwiththeskillsrequiredtooperatethemachines.

 Availablespace/room tokeepthemachines/equipment.

 Thelikelihoodofthemachinebeingoutdatedorobsolete.

 Theadaptabilityofthemachinestofuturechanges.

13.Advantagesofmailorderbusinesses.
 Offergoodstothosewhoarefaraway.

 Sincetheydonotselloncredit,theydonotincurbaddebts.

 Asmallofficeisrequiredandthereforetheownerdoesnotrequirebigpremises.

 Thereisnoneedtoemploysalesmentoattendtocustomers.

 Theownermaynotneedtoacquiremanytransportvehicles.

14.Disadvantagesofcontainerizationintransport.
 Theyareexpensivetobuyormodifytosuitspecialtypesofcargo.

 Theycanbeusedtosmuggleillegalgoods.

 Containersmaynotbeusediftheloadtobecarriedissmall.

 Specialliftingmachineryisrequiredtoliftthecontainers.

 Whentransportedbyroad,thecontainersmayrequirespecialtrucks.

 Sincetheyarelarge,thetrucksmoveslowlyandthereforemaynotbeusedtotransporturgentlyrequiredgoods.

 Theymaybeleadtounemploymentwherecapitalreplaceslabour.

 Thelargetrucksusedontheroadincreaseroaddamageandmayincreaseaccidents.
15.Challengesfacingdevelopingcountriesincalculatingnationalincome.
 Theproblem ofsubsistencesectorwhichisnon-monetaryanddifficulttogetaccuratefiguresfrom thissector.

 Sometimestherearealotofillegalactivitiesgeneratingincomebutwhichwillnotbeconsidered.

 Itisnoteasytovaluegovernmentexpenditureassomeservicesarenotsoldintheopenmarkete.gsecurity.

 Lackofaccuratedataandinformationparticularlyfrom theprivatesector.

 Pricefluctuationsmaybringaboutdifferentvaluesforgoodsandservices.

 Insomemethodsusedincalculatingnationalincomethereistheproblem ofdoublecounting.
16.Factorstoconsiderwhendecidingonthetypesofgoodsandservicestoproduce.
 Thedemandfortheproductorserviceinthemarket.

 Natureofthecompetitioninthemarket.

 Thegovernmentpolicysuchastaxation,subsidyorbanningtheproductionofaparticularproduct.

 Availabilityoffactorsofproductionsuchasrawmaterials,equipment,toolsandlabour.

 Thecostinvolvedintheintheproduction.
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 Thecultureofthepeopleinvolvingbelieves,attitudesandnorms.

 Theenvironmentalfactors,particularlytheimpactofproductionontheenvironment.
17.Partiesinterestedintheinformationcontainedinthebalancesheet
 Buyers-tobesureofthecontinuedexistenceofthebusiness.

 Themanagers-Tocomparetheprofitabilityofthebusinesswithothersandtheperformanceofthebusinessat
differenttimes.

 Theshareholders-Toknowwhethertheirfundsareinvestedwiselyornot.

 Thegovernment-Fortaxationpurposes.

 Financiers-Todeterminewhetherornottofinancethebusinessinfuture.

 Potentialinvestors-Toseeifthebusinessisviableforinvestmentornot.
18.Factorsthatinfluencetransactionmotiveofholdingmoney.
 Theindividuallevelofincome.

 Theintervalsbetweenreceiptsofpayments.

 Levelofpricesforgoodsandservices/inflation.

 Businessmotive-e.g.asmallfirm willrequirelessmoneyforitsoperations.
19.Rolesthatareplayedbybankingintheeconomyofacountry.
 Banksprovidedirectdirectemploymentofthepeopleleadingtohigherstandardsofliving.

 Theyprovidemeansofpaymentsuchaschequethusfacilitatingtrade.

 Theylendmoneytoindividualsandentrepreneursforinvestmentforinvestmentpurposes.

 Thebankspublishveryusefulinformationinform ofmagazinesforinvestmentpurposes.

 Theyinvestindevelopmentprojectssuchashousing.

 Theyencouragesavingswhichcanlaterbeusedforinvestmentpurposes.

 Theyprovidesafeplaceforkeepingmoneyforindividuals,entrepreneursandorganizations.

 Theyproviderevenuetothegovernmentthroughtaxation.

20.MarumiTraders
TradingAccount
Fortheperiodended30th’June2016.
Openingstock
40000
Addpurchases
200000
Goodsavailableforsale 240000
Lessclosingstock
55000
Costofsales
185000
Grossprofitc/d 61667

246667

Sales
246667

246667

21.Advantagesofhighpopulation.
 Thereisincreasedlaboursupplyinthemarket.

 Manypeopleprovidemarketforgoodsandservices.

 Thereisenhancementofinnovationandinventiontomeetthedemandofbiggerpopulation.
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 Labourmobilityispromotedaspeopletendtomovetootherareasinsearchofwork.

 Itencouragesbetterutilizationofresourcesandidleresourcesaremaximumlyexploitedamongthepeople.
22.Reasonsthatmaymakeaninsurernottocompensateaninsured.
 Iftheinsureddoesnothaveinsurableinterestinthepropertyinsured.

 Ifthepolicywasinarrearsatthetimeofoccurrenceofrisk.

 Iftheinsurerfindsoutthatthecauseofoccurrenceofriskwasintentional.

 Ifthepolicywasalreadyterminatedatthetimeofoccurrenceofrisk.

 Incasetheinsuredbecomesinsolvent.
23.Advantagesofusingcellphonesinandoutsideanorganization.
 Onegetsimmediatefeedback.

 Itisfastandcanbeusedtosendurgentmessages.

 Thereispersonalappeal.

 Thesenderhasanopportunitytoconvinceandpersuadetherecipient.

 Itisnotveryexpensiveparticularlyformakingcallsofashortdurationoftime.

 Itcanbeusedevenwhenboththesenderandtherecipientarefarapart.
24.ReasonsfortheineffectivenessoftheKenyaConsumerOrganization.
 Inadequatefundstosustainlengthycourses

 Ignoranceofconsumersregardingtheirrights

 Manyconsumersarereluctanttoforwardtheircomplaintstotheorganization.

 Inadequatesupportfrom thegovernmentintermsoffinanceandoperationlogistics.
25.Advantagesofsourcedocuments.
 Theyprovideinformationtoberecordedinthebooksofaccount.

 Theyactasevidencethataparticulartransactionstookplace.

 Sourcedocumentsareusedforauditingpurposes.

 Theyminimizefraudasseveralpeoplehandleandverifythem whenpreparingotherfinancialstatements.

 Theyminimizemistakesorerrorsthatmaybemadewhenpreparingfinalstatementsattheendofeachtrading
period.
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KIGUMO
565/2
BUSINESSSTUDIES
MARCH/APRIL2018
FORM 4PP2
MARKINGSCHEME

1(a)Reasonswhyamanufacturerwouldselldirectlytoconsumer.
 Wheretheproductsaretechnicalinnature.

 Wheretheproductsareexpensiveandmanufacturersfearlosingthem throughintermediariesorthemiddlemen
arenotabletostockthem.

 Wherethemanufacturehashisownretailoutlet.

 Wheretheproductsareproducedaccordingtoconsumers’specifications.

 Whereconsumersarelocalisedinonegeographicalareaorthemanufacturerisclosetothem.

 Whereproductsareperishableandthemanufacturerwantstodeliverthem fasttodeliverthem fasttothe
customers.

(b)Factorsthatamanagerwouldconsiderbeforebuyingofficeequipmentfortheorganisation.

 Costofthemachine.

 Durabilityofthemachine.

 Availabilityofspareparts.

 AvailabilityofServicepersonnel.

 Effectonstaffmorale.

 Extentofuse-Whethertheequipmentcanservemorethanonepurpose.

 Manpowertooperatetheequipment.

 Availabilityofpower.

 Possibilityofhiringinsteadofbuying.

 Availabilityofcomplementarymaterials.
2(a)BenefitsKenyawillgetthroughexploitationofoil.
 CreationofemploymenttoKenyans.

 Earningrevenuethroughsaleofoilthusboostingtheeconomy.

 OpeningupTurkanaregionwhichisaremoteplace.

 GrowthofTurkanatownandothersurroundingtownswhichimprovesthestandardsoflivingoflocals
(b)Reasonswhythegovernmentmayfinditnecessarytoparticipateinbusinessactivities.
 Toprovidegoodsandservicesthataretoosensitivetobeleftinthehandsoftheprivatesector

 Toattractforeigninvestmentbyinitiatingmajordevelopmentproject.

 Topreventexploitationofconsumersbyprivatebusinesspeopleespeciallyintheprovisionofessentialgoodsand
serviceswhichprivateindividualsarenotabletoduetolargeamountofcapitalrequired.

 Tostimulateeconomicdevelopmentinthecountry.

 Toensureequitabledistributionofessentialgoodsandservices.
3(a)Effectofchangesinconsumerincomesonthedemandcurve.

D
D1

D2
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TheoriginaldemandcurveisDDandtheoriginalpriceisDPassociatedwithquantityOQ.
 Anincreaseinincomeofconsumerscausesashiftofthedemandcurvefrom DDtoDDassociatedwithQuantity

OQ.

 Adecreaseinincomeofconsumerscausesashiftofthedemandcurvefrom DDtoDDassociatedwithQuantity
OQ.

 Adecreaseinconsumer’sincomecausesashiftofdemandcurvefrom DDtoD2D2associatedwithquantityOQ.

(Diagram 8ticksx1/2=4mksexplanation6mks)

b)WaysinwhichthetransportindustrycontributestothedevelopmentoftheKenyaneconomy.
 Linkingconsumerstoproducers

 Employmentcreation

 Promotesspecialisation

 Makinggoodsandservicesmoreuseful

 Improvingpeoplesstandardsofliving

 Availingawidemarketforproducts

 Increasedproduction

 Avoidingwastage

 Promotingdevelopmentofindustries.

(Any5explainedx2mks=10marks)

4(a)waysinwhichcentralbankmaycontrolthesupplyofmoneyinthecountry.
 Useofbankrates

 Useofliquidityratio.

 Cashratio

 Openmarketoperation

 Selectioncontrol

 Moralcaution

(b)HazinaTraders,
Tradingprofitandlossaccountfortheperiodended31-12-2015

Dr cr

Q2

D D1
D2

P

Q Q1
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Sh Sh

Purchase 2600000 Sales 4,000,000

LessClosingStock 100,000 LessSalesReturns 40,000

CostOfSales 2,500,000 NetSales 3,960,000

G.P Cld 1,460,000

3,960,000 3,960,000

Expenses GpB/D 1,460,000

GeneralExpenses 120,000 DiscReceived 36,000

Rent Expenses 46,000

TelephoneExpenses 48,000

Salaries 360,000

NetProfitc/d 922,000

1,496,000 1,496,000

(@Entryatick,total14ticksx1/2=7mks)

ii)Returnoncapital=Netprofitx100=922,000x100
Capital 1,950,000

=47.28% (3mks)
5a)Limitationsofpercapitalincometocomparestandardsoflivingindifferentcountries.
 Inequalityinincomedistribution.

 Differentinterpretationsofnationalincome.

 Useofdifferentcurrencies

 Differentgoodsandservices

 Differentneedsandtastes (any4explainedx2mks)

(b)CausesofunemploymentinKenya
 Useofinappropriatetechnology

 Rapidpopulationgrowth

 Inadequateco-operativefactor

 Seasonalityinproduction

 Lackofmarketforproducts

 Inappropriateeducationsystem (anyfiveexplainedx2=10mks)

6(a)Macroenvironmentalfactorsthatmightadverselyaffecttheperformanceofabusiness.
 Economicfactorse.ghighpricelevels,lowincomesandhighinterestrates

 Demographicfactorse.gdeclineinbirthrates/migration

 Legalpoliticalfactors–unfavourablegovtpolicies

 Unfavourableculture

 Unfavourablecompetition.

 Physicalfactors. (anyfourexplainedtoshowdirection1x2=8mks)

b)Threecolumncashbook
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Date Details DiscAllShCash
Sh

BankSh Date Details DiscRec CashSh BankSh

2016
March1

BalB/D 7800 2016
March1

BalB/D 23,400

3 Sales 6500 2 Purchases 15,000

6 Sales 50,000 13 Insurance 16,000

9 Amolo 76,500 14 Kamotho 300 9,700

17 Sales 150,000 21 Cash 30,000

21 Bank 30,000 25 Wages 20,000

23 Rotich 1250 23,150 26 Amolo 18,000

30 Cash 48,800 30 Bank 48,800

31 BalC/D 3,000 209,450

1250 81800 305,550 300 87,800 305,550

(24Ticks@ ½MarkTotal12Marks)
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LANG’ATASUB-COUNTY
565/1
BUSINESSSTUDIES
PAPER1
TIME:2HOURS
PRE-MOCK2018
FORM 4

1. Identifyfourimportanceoflearningbusinessstudiestothestate
(4mks)

2. Identifyfourwaysinwhichafirm canhelpinenvironmentalconservation
(4mks)

3. Statefournewdevelopmentsinofficemanagement (4mks)
5. OutlinefourchannelsAngelscybermayusewhenpurchasingcomputersfrom ToptechcompaniesinJapan.

(4mks)
6. Identifyfouraspectsofahealthybusinessenvironment

(4mks)
7. Thefollowinginformationwasextractedfrom Mwambiatradersasat30th December2017

Sh
Furniture 220,000
Debtors 140,000
Premises 300,000
Machinery 300,000
Cash 10,000
Bankoverdraft 110,000
Creditors 30,000

CalculatecapitalforMwambiatradersLtd.Asat30thDecember2017.
(4mks)

8. Distinguishbetweenthefollowingterms; (4mks)
a)Materialandnon-materialgoods
b)Freeandeconomicgoods
9. Statefourcircumstancesunderwhichthestatewouldprivatizeastate-ownedenterprise

(4mks)
10.Highlightfourfeaturesofare-insurancecompany (4mks)
11.Highlightfourcircumstancesunderwhichupwardcommunicationcanbeusedinanorganization

(4mks)
12.ThefollowinginformationrelatestoRwimbahTradersLTD.Intheyearended31/12/2017.

Netprofit 65,000
Additionalcapital 150,000
Closingcapital 350,000

Iftheopeningcapitalwassh.191,000determinethedrawingsfortheyear
(4mks)

13.Highlightfourreasonsfordrawingthepopulationstructureinaneconomy
(4mks)

14.Highlightfourwaysthroughwhichthestateisputtinginplacetobringsecuritytothematatutransportsector
(4mks)

16.Fillintherelevantcharacteristicsofanentrepreneurtothedescriptiongiven.
Description Characteristic
a)Struggleswithdeterminationto
solveproblems
b)Aggressiveinimplementingideas
c)startshisownbusinessand
operatesitonhisown
d)hasastrongbeliefinhimselfinhis
ownabilities

17.Preparerelevantledgersfrom thefollowingtransactionsrelatingtoEldoTraders
(4mks)
i) 3rdFeb2017:boughtacomputerfrom MoiAvenuetradersworthShs.40,000andpaidbycheque.
ii) 4thFeb:SoldstockworthShs.20,000CredittoJaptootraders

JeptootradersreturnedgoodsworthShs.5,000toEldoTraders.
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iii)EldotradersreceivedachequeofShs.15,000from Japtootraders.
18.Distinguishbetweenthefollowingterms
(4mks)
a) GDPandGNP
b) Nationalincomeandpercapitaincome
19.Highlightfourmethodsusedtodelocalizefirmsinaneconomy

(4mks)
20.Awinoesellshergoodsatmarkupof2/5.Fortheyearended31stDec.2017,hertradingactivitieswereasfollows.

Openingstock Shs50,000
Purchasing Shs30,000
Closingstock Shs20,000

a) Marginpercentage (2mks)
b) RateofStockturnover (2mks)
21.GivefouraimsforGovernmentparticipatinginbusinessactivities

(4mks)
22.Thediagram belowshowsashiftindemandcurve

Quantity

StatefourpossiblereasonsforthechangeinX1×x1toX2×above. (4mks)
23.Completethetablebelow (4mks)

SourceDocument Bookoforiginalentry
ReceivedReciept
Creditnoteretained/copy

Purchasesjournal
Salesjournal

24.Thefollowinginformationwasextractedfrom thebooksofSamoeitraderson31/12/2017
Shs.

Stock(1/1/2017) 600,000
Purchases 1,800,000
Salesduringtheyear 2,600,000
Markup 25%
Stocks(31/12/2017) X
Required:PrepareSamoeitraderstradingaccount (4mks)

25.Highlightfourcharacteristicsofatimedepositaccount
(4mks)

X1X2

X2
X1

Price



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|286

LANG’ATASUB-COUNTY
565/2
BUSINESSSTUDIES
PAPER2
TIME:2HOURS
PRE-MOCK2018

KenyaCertificateofSecondaryEducation(K.C.S.E.)
Answeranyfivequestions.
1. a) Identifyfivecircumstancesunderwhichcommunicationmaybeineffective. (10marks)

b) Oneofthemainobjectivesofvision2030istodrasticallyreducetherateofunemploymentintheeconomy.
Explainfivewaysthroughwhichthegovernmentmayachievethis. (10
marks)

2. a) Explainfivebenefitsofusingchequesasameansofpayment (10marks)
b) AsaCountyGovernor,explainfivewaysinwhichtheNationalIncomestatisticswillbeofbenefittoyou

(10marks)
3. a) Apartfrom taxation,explainfiveotherwaystheGovernmentraisesitsfinances. (10marks)

b) Describefivestepstakeninpersonalselling (10mark)
4. a) Distinguishbetweenbondedwarehouseandafreewarehouse (10marks)

b) RecordthefollowingtransactionsrelatingtoKibakistoresintheGeneralJournal2017: (10marks)
Oct2: AphotocopierworthShs.93,000werepurchasedoncreditfrom Lisapaperworks.
Oct3. OfficefurnitureworthShs.70,000weresoldoncredittoPoaplaceforShs.80,000.
Oct8. AmachinewhosebookvaluewasShs.120,000wassoldtoTetutradersforShs.95,000oncredit

Oct10. AnoldmotorvehicleworthShs.270,000wassoldtoItentradersoncredit.

5. a) ExplainfivecharacteristicsofLifeAssurance (10marks)
b) ExplainfivewaysinwhichtheGovernmentmayincreasetheamountofmoneyincirculationinaneconomy

(10marks)
6. a) Explainfourbenefitsagenerallinetextilemanufacturermayenjoybyspecializingintheproductionofa

singleproduct. (10marks)
b) Recordthefollowingtransactionsinathreecolumncashbookandbalanceitoffasat30thJune2017.

2017
June2. KCBloanreceivedbychequeSh.250,000
June4. CashsalesamountingtoSh.30,000.
June6. BoughtstockworthSh.70,000andpaidbychequeless8%discount.
June9. ReceivedSh.25,0000from Lonyangapuoadebtorbychequeafterallowinga2%discount.
June10. TheproprietortookSh.10,000cashforhisson’sbirthdayparty.
June12. WithdrewSh.48,000from thebankforofficeuse.
June15. MurgorsettledhisaccountofSh.45,000bycheque.
June18. PaidwagesSh.10,000cash.
June20. Murgor,schequewasdishonored.
June27. SoldgoodsworthSh.68,000receivingSh.28,000cashandtherestbycheque.
June30. TransferredallcashtothebankExceptSh.8,000.
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LANG’ATASUB-COUNTY
PRE-MOCK2018
BUSINESSSTUDIES
PAPER1

. Identifyfourimportanceoflearningbusinessstudiestothestate. (4marks)
Solutions

a) Studentsacquireknowledgeonhowtobeenvironmentallyaware/carefortheenvironment
b) Learnskillsonhowtoacquireresourcesandusetheseskillstocreategoodsandservicesforthecountry
c) Thesegoodscanbeexportedtoearnforeignexchange
d) GoodscreatedcanhelptoreducethevolumeofimportsandthuschecktheBOP’sproblems
e) Learnersacquirepracticalskillsonhowtostartandrunbusinessesthereforecreateemploymentforthemselves

1x4=4marks
2. Identifyfourwaysinwhichafirm canhelpinenvironmentalconservation (4mks)

Solution
- Byrecyclingitswastesproducts
- Byavoidingdumpingofwastesarounditsbusinesspremises
- Useofenvironmentallyfriendlysourcesofenergy
- Initiatingcommunitywastedisposalprogrammes
- Joiningjointrecyclingprojectswithsimilarfirms
- Bytreatingitseffluents
- Byinitiatingafforestationandre-afforestationprogrammes
- Byenactingwastedisposallaws
- Educatingthepublicontheneedtoconservetheenvironment
- Holdingopendaystodemonstrateonhowtocarefortheenvironmenti.e.treeplantingdays1x4=4marks

3. Statefournewdevelopmentsinofficemanagement. (4mks)
- Performancecontracting
- OfficesarelocatedoutsidethetownCBD
- Useofidentificationbadges
- Electronicstaffloginandoutsystem
- Useofcommunicationandinformationtechnology

4. Outlinefourtypesofindirecttaxes. (4mks)
- Salestax
- Valueaddedtax(VAT)
- ExportDuty
- ImportDuty
- ExciseDuty

5. OutlinefourchannelsAngelscybermayusewhenpurchasingcomputersfrom ToptechCompanyinJapan.
a) Foreignproducer------Wholesaler-----Retailer-----Localconsumer
b) ForeignProducer------Wholesaler-----Localconsumer
c) ForeignProducer------Retailer------Localconsumer
d) ForeignProducer----Agent-----Wholesaler----Retailer----LocalConsumer
e) Foreign----LocalConsumer

6 Identifyfouraspectsofahealthybusinessenvironment (4mks)
- Properwastecollectionanddisposal
- Propersanitation
- IdealtreatmentanddisposalofIndustrialeffluent
- Adequateventilationinbuildings
- Safetystandardsofthebuildingsinwhichthebusinessislocated
- Landscapingincludingplantingofgrass,flowersandtrees
- Conducivelegalandlegislativepolicies
- Fairandequitabletaxationsystem
- Removalofunfairpracticese.gzerotoleranceoncorruption
- Regulationofconsumptionforlocalandimportedgoodsandservices (1x4=4mks)
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7. Thefollowinginformationwasextractedfrom MwambiaTradersasat30thDecember2017.
Sh

Furniture 220,00

Debtors 140,000

Premises 300,000

Machinery 300,000

Cashinhand 10,000

Bankoverdraft 110,000

Creditors 30,000

CalculatecapitalforMwambuiTradersltd.Asat30thDecember2017. (4mks)

Solution

Capital=assets-liabilities

Assets=220,000+140,000+300,000+300,000+10,000=970,000

Liabilities=110,000+30,000=140,000

=sh.830,000

8. Distinguishbetweenthefollowingterms;
a) Materialandnon-materialgoods

Materialgoods-Goodsthataretangiblee.gfood,books,chairsetc.

Nonmaterial-Goodsthatareintangible(services)egteaching,nursing,warehousingetc.

b) Freeandeconomicgoods

Freegoods-Thosegoodsthatareavailableinabundance/giftsofnature/havenomonetaryvalue
e.gair,sunshine,mountainsetc.

Economic-Goodsthatarescarceandhavemonetaryvalue/requirehumanefforttoacquirethem
egvehicles,TV,buildingsetc

9. Statefourcircumstancesunderwhichthestatewouldprivatizeastate-ownedenterprise (4mks).
a) Ifitsrunningataloss
b) ifitisthegovernmentpolicy
c) IftheGovtwanttohavemoretimetorunitsadministrativeissues
d) Ifitwantstoattractinvestors
e) Toraisemorerevenue
f) Toimproveefficiencyintermsofminimizingwastageandmaximizingoutput
g) IftheGovtwantstoreducespendingonsalariesandothercostsusedinrunningthesepublicenterprises.

1x4=4mks
10Highlightfourfeaturesofare-insurancecompany (4marks)

Solution
a) Commandslargefinancialresources/base
b) Arelegallyempoweredtoinsureotherinsurancecompanies
c) Thegovernmenthasastakeinre-insurancecompanies
d) Re-insurancecompaniesdealswithcorporateinsuranceclients
e) Re-insurancecompaniesusuallyguaranteescompensation 1x4=4
marks
11Highlightfourcircumstancesunderwhichupwardcommunicationcanbeusedinanorganization.When

subordinatesarecommunicatingtosupervisorsby, (4
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marks)
a) Submittingcomplaints
b) Submittingreports
c) Givingsuggestions
d) MakingGrievances
e) Employeemanagerdiscussion
f) Submittingbusinessproposals
12 ThefollowinginformationrelatestoRwimbahTradersltd.Intheyearended31/12/2017

Netprofit 65,000
Additionalcapital 150,000
Closingcapital 350,000
Iftheopeningcapitalwassh.191,000determinethedrawingsfortheyear (4mks)
Solution
a) Cc=Oc+I+Np-D

350,000=191,000+150,000+15,000-Drawings
350,000=406,000-Drawings
Drawings=56,000

13.Highlightfourreasonsfordrawingthepopulationstructureinaneconomy (4mks)

- Showsthesizeoftheeconomicallyactiveportionofpopulation
- indicatestypeofpopulationieYoung,ageing,working
- Indicatorofthetypeofgoodsandservicesdemanded
- Showsthecompositionofpopulationintermsofgender
- Showscompositionofthepopulationintermsofsex
- ShowslevelsofdevptofacountryiewhetherDCorLDC
14 .Highlightfourwaysthroughwhichthestateisputtinginplacetobringsecuritytothematatutransportsector

(4marks)
- Theyareapprehendingallunroadworthyvehicles
- TheyareinsistingonlicensingofallPSV’svehicles
- Ensuringthatallmatatu’sarenotoverloaded
- IntroducingNEMA–theyhavestoppedloudmusicwhichisapollutant
- Insistthatallmatatu’sshouldbefittedwithspeedgovernors
- Ensuringthatalldrivershaveadrivinglicense
- Ensuringthatallvehiclesarefittedwithsafetybelts
- ThatallPSV’svehiclesare“painted”withtheyellowlineforeasyidentification (1x4=4

marks)
15 .Identifyfourdistinctfeaturesofanoligopolymarketstructure (4marks)
- Therearefewfirmsintheindustry
- There’sinterdependenceindecisionmaking
- Productsareclosesubstitutesforeachotherfirm’sproduct
- Thefirmshereakickeddemandcurve
- Firmsdoengageinnon-pricecompetitioninordertosurvivethemarket
16 Fillintherelevantcharacteristicsofanentrepreneurtothedescriptiongiven

Description Characteristic
a) Struggleswithdeterminationtosolveproblems Desiretoachieve
b) Aggressiveinimplementingideas initiative
c) Startshisownbusinessandoperatesitonhisown independence
d) Hasastrongbeliefinhimselfandinhisownabilities Self–confidence

(4marks)
17.preparerelevantledgersfrom thefollowingtransactionsrelatingtoEldotraders (4mks)

i) 3rdFeb2017:boughtacomputerfrom MoiAvenuetradersworthShs.40,000andpaidbycheque
ii) 4thFeb:SoldstockworthShs20,000credittoJeptootraders

JeptootradersreturnedgoodsworthShs.5,000toEldotraders.

iii)EldoTradersreceivedachequeofShs.15,000from Jeptootraders.
Computera/c Banka/c
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Bank40,000 Jeptoo15,000 Computer40,000
Salesa/c Jeptooa/c
Jeptoo20,000 Sales20,000
salesreturns5,000
Bank15,00 Salesreturnsa/c
Jeptoo5,000

18.Distinguishbetweenthefollowingterms
a)GDPandGNP

GDP-Totalmonetaryvalueofallgoodsandservicesproducedinacountryoveroneyear
GNP-Totalmonetaryvalueofallgoodsandservicesproducedbyindividualsofagivencountry irrespectiveof
whethertheyareproducingitintheircountryoroutside

b) NationalincomeandPercapitaincome
NI-Totalincomereceivedbytheownersoffactorsofproductionoveragivenperiodoftime usuallyoneyear
Percapitaincome-Averageincomeperheadperyearinagivencountry/
Nationalincome
Totalpopulation

19.Highlightfourmethodsusedtodelocalizefirmsinaneconomy
(4mks)

a) Provisionoftaxholidays
b) Provisionoffreeorcheapland
c) Providinggoodinfrastructure
d) Givinggovtsubsidies
e) taxreduction
f) Provisionofincentives
g) Intensifyingsecurityinruralareas
1x4=4mks

20.Awinosellsallhergoodsatmarkupof2/5.Fortheyearended31stDec.2017,hertradingactivitieswereas
follows:
OpeningStock Shs.50,000

PurchasesShs.30,000
ClosingStockShs.20,000
Calculate:

a) Marginpercentage(2mks)
Margin=2/5+2=2/7x100=28.57%

b) Rateofstockturnover(2mks)
ROSTO=COGS/AVSTOCK
Cogs=50,000+30,000–20,000=60,000
Avstock=50,000+20,000/2=35,000
ROSTO=60,000/35,000=1.714times

21 GivefouraimsforGovernmentparticipationinbusinessactivities
- Preventexploitationofthepublicbyprivatebusinesspersons
- Stimulateeconomicdevelopmentinthecountry
- Preventforeigndominance
- Createemployment
- Attractforeigninvestment
- Toprovideessentialgoodsandservices
22.Thediagram belowshowsashiftindemandcurve.

Price X1
X2

X2 X1
0 Quantity

StatefourpossiblereasonsforthechangeinXiXitoX2X2above.
(4mks)
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- Decreaseinpricesofrelatedcommodities
- Unfavorablegovernmentpolicy
- Adecreaseinpopulation
- Futureexpectationofpricereduction
- Unfavorabletermsofsale
- Adecreaseinconsumerslevelofincomes
23 Completethetablebelow. (4mks)

SourceDocument BookofOriginalentry
ReceivedReceipt Cashpayment/Threecolumncashbook

Creditnoteretained/copy SalesReturnJournal
PurchasesInvoice/received PurchasesJournal
Salesinvoice/retained SalesJournal

24.Thefollowinginformationwasextractedfrom thebooksofSamoeitraderson31/12/2017.

Shs

Stock(1/1/2017) 600,000

Purchases 1,800,000

Salesduringtheyear 2,600,000

Markup 25%

Stocks(31/12/2017) X

Required:PrepareSamoeitradersTradingaccount (4mks)

SamoeiTraders

Tradingaccount

Fortheperiodended31/12/2017

Sh. Sh.

Op.Stock 600,000 Sales 2,600,000

Purchases 1,800,000

2,400,000

LessCl.Stock 320,000

2,080,000

Grossprofit 520,000
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2,600,000

2,600,000

25 Highlightfourcharacteristicsofatimedepositaccount (4
marks)
- Earnsinterestatanagreedrate
- Thereisusuallyaminimum amountthatisrequiredtooperatethisA/C
- Acertificateofdepositusuallyissuedtothedepositorasevidenceofthecontract
- OnexpiryofthedepositperiodtheA/Choldercanwithdrawallthemoneytogetherwithinterestorevenrenew

thecontract
- IftheA/Cholderwithdrawsthemoneybeforetheexpiryoftheagreeddepositperiodheorshelosestheaccrued

interest
- DepositsheldintheA/Ccanbeusedassecurityforaloan 1x4=4

marks
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LANG’ATASUB-COUNTY
PRE-MOCK2018
565/2
BUSINESSSTUDIES
MARKINGSCHEME
Paper2

1. a).Identifyfivecircumstancesunderwhichcommunicationmaybeineffective. (10marks)
a) Negativeattitude-whenthereceiverdevelopsnegativeattitudeduringcommunication
b) Language-whenthesenderusesalanguagewhichthereceiverdoesnotunderstand
c) Noise-whenthereisnoiseduringcommunication
d) Poorchoiceofthechannel-whenthereispoorchoiceofchannel
e) Poorlistening/failuretolistenbytherecipient
f) Wherethelanguageisambiguous
g) Poorexpressionofthemessage/inaudibilitybythesender
h) Failuretoplan/unpreparednessbythesenderbeforecommunicating
i) Wherethetimingisinappropriateincallinge.g.veryearlyinthemorning

Anycorrect2x5=10marks
b).Oneofthemainobjectivesofvision2030istodrasticallyreducetherateofunemploymentintheeconomy.

Explainfivewaysthroughwhichthegovernmentmayachievethis.
(10marks)

- Transformingagriculturesector/ruralsectortocurbruraltourbanmigration
- Transformingeducation/trainingwiththerelevantskills
- Establishinganemploymentpolicymakingiteasyforpeopletogetjobsi.e.youthfund
- Lending/settingupafundtoassisttheunemployedtostartincomegeneratingactivities
- Exportinglabor/assistunemployedpeopletoacquirejobsabroadincountrieswithlabordeficiency.
- Encouragingtheinformalsector/juakalisectorinordertostimulateeconomicactivities
- Improveinfrastructureinordertostimulateeconomicactivities
- Protectlocalinfantindustries/projectsbyinjectingfunds/selling/increasedproductionactivities
- Revivingcollapsedindustries/projectsbyinjectingfunds/selling/increasedproductionactivities
- Putinplaceincome/wagepolicytoharmonize/eliminatewagedifferentialsintheeconomy
- Populationpolicytocontrolgrowth/havealaborpolicythattheeconomycanabsorb
- Attract(local/foreign)investmentthroughvisionincentivestogrowtheeconomy/acceptdonorfundinginsome

sectori.e.industrialization Anycorrect2x5=10marks
2. a).Explainfivebenefitsofusingchequesasameansofpayment. (10marks)
- Chequescanberecordedforfuturereference
- Chequesareconvenienttocarryaboutcomparedtocurrencyandnotes
- Chequescanbeusedasasourcedocumentformakingentriesinbooksoforiginalentry
- Chequescannotbeeasilyforged
- Chequesaresafertocarrycomparedtocurrency(notesandcoins)
- Theycanbeusedasevidenceofabusinesstransactionincaseofdoubts Anycorrect2x5=10marks
b).AsaCountyGovernor,ExplainfivewaysinwhichtheNationalincomestatisticswillbeofbenefittoyou.

(10marks)

- Assessingtheperformanceofthecountyovertime.
- Aidinplanningforthecountyeconomyi.eidentifyingwhichsectorneedsfunding.
- Helpsinmakingdecisionsinthecounty.
- Actasindicatorsofthestandardofliving.
- Tocomparethestandardoflivingbetweendifferentcounties.
- Helpstoidentifythebestperformingsectorinthecounty

Any5*2=10marks(wellexplainedinrelationtocounty)
3. a).Apartfrom taxation,explainfiveotherwaystheGovernmentraisesitsfinances.
- Profitsanddividendsearnedfrom governmentdirectinvestments.
- Byborrowingfrom eitherinternalorexternalsources
- Proceedsfrom saleofgovernmentproperty
- Interestonloansadvancedbythegovernmenttofirms
- Licensefeespaidbythosewhowanttooperatebusiness
- Rentandratespaidbythosewhowanttooperatebusiness
- Finesimposedbycourtsonoffenders Any5*2=10marks(wellexplained)

(10marks)
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b).Describefivestepstakeninpersonalselling (10marks)
- Identifyingprospectivecustomers
- Preparingthepresentation
- Establishingcustomercontacts
- Arousinginterestintheproduct
- Dealingwithobjections
- Closingthesale
- Aftersaleservice

(Shouldbewellexplainedandordered2markseach)
4. a).Distinguishbetweenabondedwarehouseandafreewarehouse. (10marks)

Bondedwarehouse Freewarehouse

Theystoredutiablegoods Goodsstoredarenotsubjecttoduty

Normallysituatedattheharbors/ports/airports Canbelocatedintheinteriororanywhere

Closelymonitoredbythegovernment Notverycloselymonitoredbythegovernment

Allowsthegovernmenttoinspectgoodsstored Goodsstoredmaynotbeinspectedbythe
government

Usedtocontrolinflowofgoodsintothecountry(i.e
typeofgoodsandquality)

Isnotusedtocontrolinflowofgoodsintothe
country(i.etypeofgoodsandquality)

2x5=10marks–thepointsshouldbecorrectlymatchedtoearnamark

b). RecordthefollowingtransactionsrelatingtoKibakistoresintheGeneralJournal(narrationnotrequired).
(10marks)

2017:

Oct2:Aphotocopierworthshs.93,000werepurchasedoncreditfrom Lisapaperworks.

Oct3:Officefurnitureworthshs.70,000wassoldoncredittoPoaplaceforShs.80,000

Oct8:Amachinewhosebookvaluewasshs120,000wassoldtoTetutradersforShs.95,000oncredit

Oct10:Anoldmotorvehicleworthsh.270,000wassoldtoItentradersoncredit.

Generaljournal Particulars Dr(shs) Cr(shs)

Date Photocopiera/c 93,000
2017
Oct2 Lisapaperworksa/c 93,000

Oct3 Poaplacea/c 80,000
Officefurniturea/c 70,000

Gainondisposala/c 10,000

Oct5 Tetutradersa/c 95,000
Lossondisposala/c 25,000
Machinea/c 120,000

Oct10 Itentradersa/c 270,000
Vehiclea/c 270,000

5. a).ExplainfivecharacteristicsofLifeAssurance. (10marks)
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- Notacontractofindemnity
- Longterm contract
- Hassurrendervalue
- Canbeassignedtobeneficiaries
- Coverslife
- Itsvaluedependsontheabilityoftheassuredtopaypremium
- Maybeusedassecuritytoacquireloan
- Hasmaturitydate
- Maybeasavingsplan (Any5wellexplained=10mks)

b).ExplainfivewaysinwhichtheGovernmentmayincreasetheamountofmoneyincirculationinaneconomy.
(10marks)

- UseofOMO,bypurchasingbacktreasurybillsandgovernmentbondsissued
- reducingthecashliquidityratiorequirement
- ReducingBankinterestrates
- Reducingtheamountofcompulsorydepositrequirement.
- ByDirectiveandrequesttocommercialbanksandmoneylendinginstitutionsonalowerinterestratesthey

shouldcharge. Any5*2=10marks(wellexplained)

6 a).Explainfourbenefitsagenerallinetextilemanufacturemayenjoybyspecializingintheproductionofasingle
product. (8marks)

- Willleadtohighqualityproductsproduced
- Enhancesinventionandinnovationintheproductionoftheproduct.
- Willleadtogreateruseofmachines/technology
- willleadtomorequantitybeingproduced.
- theirworkersbecomesmoreexpertiseintheproductionoftextiles.

Any4*2=8mks(Wellexplainedinrelationtospecializationofthemanufacturer))
b).RecordthefollowingtransactionsinMuema’sthreecolumncashbookandbalanceitoffasat30th June2017.

(12marks)

2017

June2.KCBloanreceivedbychequeSh.250,000

June4.CashsalesamountingtoSh.30,000.

June6.BoughtstockworthSh.70,000andpaidbychequeless8%discount.

June9.Receivedsh.25,000from Mr.Lonyangapuoadebtorbychequeafterallowing

2%cashdiscount.

June10.TheproprietortookSh.10,000cashforhisson’sbirthdayparty.

June12.WithdrewSh.48,000from thebankforofficeuse.

June15.Murgorsettledhisaccountofshs.45,000bycheque.

June18.PaidwagesSh.10,000Cash.

June20.Murgor’schequewasdishonored.

June27.SoldgoodsworthSh.68,000receivingSh.28,000cashandtherestbycheque.

June30.TransferredallcashtothebankExceptSh.8,000.

MUEMA’S
THREECOLUMNCASHBOOK

Date Details Disc
allowd

Cash Bank Date Details Disc
Rec

Cash Bank

2017 2012
June1 Balb/d 40,000 June1 Balb/d 150,000
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2 KCBloan 250,000 6 Purchases 5,600 64,400
4 Sales 30,000 10 Drawing 10,000
9 Lonyangapu

o
500 24,500 12 Cash(C) 48,000

12 Bank(C) 48,000 18 Wages 10,000
15 Murgor 45,000 20 Dish.Cheque 45,000
27 Sales 28,000 40,000 30 Bank‘C’ 118,000
30 Cash‘C’ 118,000

30 BalsC/d 8,000 171,100

500 146,000 478,500 5,600 146,000 478,500
30 Balsb/d 8,000 171,100

MOMALICHEJOINTEXAMINATION

565/1

BUSINESSSTUDIES

PAPER1

MARCH-2018

TIME:2HOURS

KenyaCertificateofSecondaryEducation(K.C.S.E)

1.Givefourfeaturesofbasichumanwants. (4mks)
2.Definethefollowingtermsappropriately. (4mks)

a)Mortalityrate
b)Fertilityrate
c)Lifeexpectancy

3.Infantmortalityrate
4.DistinguishbetweenDebenturesandPreferenceshares

(5mks)
5.Statethetypeofdocumentdescribedbelow. (4mks)

a.Showfrom whichcountrythegoodsarecomingfrom.
b.Writtenbyanexporterauthorizinghisbanktosellgoodsonhisbehalf
c.Allowimportertogetgoodsoncreditandcannotbechangedbytheimporterwithoutexporterspermission.Help
inquickerclearanceanditisissuedbycountry’sofficialabroad.

6.Indicatewhetherthefollowingitemsarefallinginreal,nominalorprivateaccounts.
(3mks)
Account
(a)Sales
(b)Carriageinwards
(c)Fixtureandfittings
(d)Stock
(e)Cash
(f)Capital

7.Outlinefourcharacteristicsofmultipleshops (4mks)
8.Highlightfourwaysinwhichthecentralbankactsasabankertothegovernment.

(4mks)
9.StatefournegativeeffectsofhightaxationinKenya. (4mks)
10. Writewhetherthefollowingtransactionswillhaveanincrease,decreaseornoeffectonthebalancesheet

totals.
(4mks)
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Transaction Effect
a.Withdrewstockforpersonaluse
b.Paidacreditorbycheque
c.Adebtorpaidbycash
d.Receivedaloanbycheque

11. GiveMeshackfourreasonswhyheshouldnotintroducedivisionoflabourinhisfactory.
(4mks)

12. Highlightfourrolesplayedbypersonalsecretary
(4mks)

13. Inawelllabelledillustration,showashiftinthesupplycurve.
(5mks)

14. GiventhefollowinginformationofElishaTraders
(4mks)

LandandBuilding. 490,000
Machinery 300,000
5yearloan 110,000
2yearloan 80,000
Creditors 90,000
Debtors 100,500
Stock 75,600
Cash 40,000
Bankoverdraft 69,900
Calculate,
a)Workingcapital (1mk)
b)Currentratio (1mk)
c)Capitalowned (1mk)
d)Borrowedcapital (1mk)
15. Outlinefourtrendsinformsofbusinessunits.

(4mks)
16. Statefourreasonsthatcanleadtotheterminationofaninsurancepolicy.

(4mks)
17. Statefouressentialelementsincommunication.

(2mks)
18. RecordthefollowingtransactionintheGeneraljournal.

June1st boughtfurnitureoncreditfrom Wahutraders25,000/=
June2nd exchangeamotorvanbookvalue240,000foramachinevaluedat280,000/=
June3rd soldfurniturevaluedat15,000oncredittoErickfor13,400/=
June4th boughtavanfrom c.m.cworth390,000paing300,000cashtheresttobepaidlater.
(4mks)

19. Statefourdisadvantagesofdelocalizationoffirms.
(4mks)

20. Statefourassumptionsofcircularflow ofincomeinatwosectoreconomy
(4mks)

21. Highlightfourrolesofadvertisingagenciesinproductpromotion
(4mks)

22. Outlinefourbenefitsofcommercialproduction
(4mks)

23. Outlinefourreasonsforonetohirehumanporterageinsteadofapick-uptotransportgoods.
(4mks)

24. Highlightfourfeaturesofperfectcompetitivemarket.
(4mks)

25. Namefourdocumentsthatoriginatefrom thesellerinthehometrade.
(4mks)

26. Statefourlimitationsoftrialbalance.
(4mks)
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MOMALICHE2CYCLE5EXAMINATION
565/2
BUSINESSSTUDIES
Paper2
MARCH2018
TIME:2½HOURS
BusinessStudies
Paper2

1(a)Everyinstitutionhasofficestaffwhichshouldhavecertainprescribedcodeofbehaviour.Explainfiveoffice
etiquetteofan officestaff.
(10mks)
(b)Explainfivemethodsthatgovernmentusestoprotectconsumers.

(10mks)
2.(a)ExplainfiveinsurancepoliciesthattheproprietorofUmojaSupermarketmaytaketohisbusiness.
(10mks)

(b)Explainfivenegativeeffectsofinflation. (10mks)
3.(a)DescribefivechannelsusedtodistributemanufacturedgoodsinKenya.

(b)Highlightfivedifferencesbetweenaco-operativeandapubliclimitedcompany.
(10mks)
4.(a)ExplainfiveconsiderationthatthecountygovernmentshouldlookintobeforeIncurringanyexpenditure.
(10mks)

(b)Thefollowingtransactionswereextractedfrom thebooksofNKUNDIenterpriseforthemonthofAugust.
(i) August1stcashinhandKsh.13,000andatbankKsh.28,000.
(ii) August3rdcashsalesamountingtoKsh.15,000.
(iii) August5threceivedKsh.7,800form Mwendaafterdeductionof2½%cashdiscount.
(iv) August7thpaidKananuKsh.17,000bychequeinfullsettlementofheraccountofKsh.17,500.
(v) August9threceivedKsh.19,000from Kawiraafterallowing5%cashdiscount.
(vi) August10thDepositedKsh.15,000intothebankfrom thecashtill.
(vii)August11thtookKsh.9,500cashforpersonaluse.
(viii)August15thpaidBarazaksh.8,800afterdeducting12%cashdiscountbycheque.
(ix)August20thBankedsomecashleavingKsh.12,300inthecashtill.

Required:PrepareathreecolumncashbookforNjundiEnterprisedulybalanced.
(10mks)

5.(a)Kwanzalimitedoperatesasmonopolist.Explainfivepossiblefactorsthatmadethisfirm acquiremonopoly
power.
(10mks)

(b)AflowerfarmerinNjorohassecuredmarketforherflowersinaforeignmarket.
Explainfivereasonswhythefarmershoulduseairtotransporthisflowers.

6.(a)Explainfourfactorsthatleadtobusinesssuccess. (8mks)
(b)Thefollowingtrialbalancewasextractedfrom thebooksofHekimaTradersasat

30thJune2010.
Details Dr.(sh) Cr(sh)

Premises
Debtors&creditors
Cash(bank)
Cash(hand)
Purchasesandsales
Stock1stJune2010
Salariesandwages
Discounts
Commissions
Power&lighting
Returns
Carriageinwards
Carriageoutwards
Capital
Furniture

1,500,000
20,000
90,000
10,000

140,000
45,000
50,000

6,000

12,000
15,000

5,400
2,300

27,000

30,000

320,000

2,000
8,000
19,000

1,543,700

1,922,700 1,922,700

Stockon30thJune2010wasworthshs.22,000
Required:
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Prepareatrading,profitandlossaccountfortheyearending30thJune2010.
(12mks)



BUSINESSSTUDIES

Formorevisitwww.kcselibrary.infoEXPLICITPUBLISHERS Page|300

MOMALICHEJOINTEXAMINATION

Markingscheme
565/1

BUSINESSSTUDIES

PAPER1

MARCH-2018

TIME:2HOURS

KenyaCertificateofSecondaryEducation(K.C.S.E)

1.Statefourfeaturesofbasichumanwants. (4mks)
a.Necessaryforsurvival
b.Theyareuniversal
c.Theyarefeltneeds
d.Theycannotbepostponed

2.Definethefollowingtermsappropriately. (4mks)
a.Mortalityrate-Numberofdeathswithinagivenareaoveraperiodoftime.Deathrateper1000peopleina
population.
b.Fertilityrate-averagenumberofchildrenperwomeninchildbearingage.Productivityofacountry’spopulation
c.Lifeexpectancy–averageageofdeathofpeopleinacertainarea.
d.Infantmortalityrate–numberofdeathsofchildrenagedoneyearandbelowper1000infantperyear.

3.Distinguishbetweenthefollowing (5mks)
Debentures Preferenceshares
a.Isaloancaqpital a.Isasharecapital
b.Heldbyoutsiders b.Heldbyquasiowners
c.getinterestbeforepreference c.getdividendsafterdebentures
d.paidfirstincaseofwindingup d.paidafterdebenturesincaseofwindingup
e.earninterest e..earndividends

4.Statethetypeofdocumentdescribedbelow. (4mks)
Typeofdocument
a.Showfrom whichcountrythegoods certificateoforigin
arecomingfrom.
b.Writtenbyanexporterauthorizinghis letterofhypothecation
banktosellgoodsonhisbehalf
c.Allowimportertogetgoodsoncreditandcannotbe letterofcredit
changedbytheimporterwithoutexporterspermission.
d.Helpinquickerclearanceanditisissued consumerinvoice

bycountry’sofficialabroad.
5.Indicatewhetherthefollowingitemsarefallinginreal,nominalorprivateaccounts. (3mks)

Account
a.Sales nominal
b.Carriageinwards nominal
c.Fixtureandfittings real
d.Stock real
e.Cash real
f.Capital private

6.Outlinefourcharacteristicsofmultipleshops (4mks)
a.Manyshopsindifferentlocality- sellsimilargoods.
b.Shopshavesimilaroutwardappearance.
c.Buyingiscentralised.
d.Sellingisdecentralised -goodsnotsellinginoneshopcanbemovedtoanothershop.

7.Highlightfourwaysinwhichthecentralbankactsasabankertothegovernment. (4mks)
a.Receivedfinanceonbehalfofthegovernment.
b.Undertakevariousgovernmenttransactionsforgoods/service
c.Advanceloanstothegovernmentonbehalfofthegovernment.
d.Repaysforeignloansonbehalfofthegovernment
e.Safeguardgovermentfinance.

8.StatefournegativeeffectsofhightaxationinKenya. (4mks)
a.Defersavings
b.Discouragework.
c.Humberinvestment
d.Maycauseinflation.
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e.Maynotbeequitable
f.Interferewithresourceallocation
g.Canbeexpensivetocollect.

9.Writewhetherthefollowingtransactionswillhaveanincrease,decreaseornoeffectonthebalancesheettotals.
(4mks)
Transaction effect
a.Withdrewstockforpersonaluse decrease
b.Paidacreditorbycheque decrease
c.Adebtorpaidbycash noeffect
d.Receivedaloanbycheque increase

10. GiveMeshackfourreasonswhyheshouldnotintroducedivisionoflabourinhisfactory.
(4mks)
a.Monotonyofwork.
b.Worklosecraftsmanship
c.Bringalotofdependence
d.Machinesusemaycreateunemployment.

e. Bringpeopletogethercreatesocialproblem
11. Highlightfourrolesplayedbypersonalsecretary

(4mks)
a.Receivinginformation.
b.Filingofinformation
c.Takeminutesfortheseniors
d.Maintainpettycashbook
e.Receivecallsfortheboss
f.Makecallsfortheseniors.

12. Inawelllabelledillustration,showashiftinthesupplycurve.
(5mks)

S2

SO

S1

S2

price
SO

S1

Quantity
13. GiventhefollowinginformationofElishaTraders

LandandBuilding. 490,000
Machinery 300,000
5yearloan 110,000
2yearloan 80,000
Creditors 90,000
Debtors 100,500
Stock 75,600
Cash 40,000
Bankoverdraft 69,900
Calculate,
a. Workingcapital=CA–CL

216100–159900
=56200

b. Currentratio (1mk)
CA:CL
216100:159900
=1.35:1

c. Capitalemployed (1mk)
=FA+WCorCO+BC
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=49000+300000+56200
=846200

d. Capitalowned (1mk)
i. =A-L

ii. 1011100–349900
iii. =661200

e. Borrowedcapital
(1mk)110000+80000
=190000

14.Outlinefourtrendsinformsofbusinessunits.
(4mks)

a.Globalization
b.Privatization
c.Unittrusts
d.Franchising
e.Cartels
f.Holdingcompanies.

15. Statefourreasonsthatcanleadtotheterminationofaninsurancepolicy.
(4mks)

a.Lapseoftime
b.Surrenderingofthepolicy
c.Insuredfailstopaypremiums
d.Occurrenceofariskandcompensation
e.Deathoftheinsured
f.Maturityofthepolicyfailuretobetruthful
g.Forpropertyinsurancee.gcardisposalorsellofthepropertytoanotherparty.

16. Statefouressentialelementsincommunication.
(2mks)

a.Sender
b.Message
c.Channel
d.Receiver
e.Getback

17.Recordthefollowingtransactionintheappropriatebookoforiginalentry.
June1st boughtfurnitureoncreditfrom Wahutraders25,000/=
June2nd exchangeamotorvanbookvalue240,000foramachinevaluedat280,000/=
June3rd soldfurniturevaluedat15,000oncredittoErickfor13,400/=
June4th boughtavanfrom c.m.cworth390,000paing300,000cashtheresttobepaidlater.

(4mks)
DATE DETAILS DEBIT CREDIT
June1st furniture 25000

Wahu 25,000
(Purchaseoffurnitureoncredit)
Jun2nd Machine 280,000

MotorVan 240,000
Gainonexchange 40,000

(Exchangeofmotorvanformachine)
Jan3rd Erick 13,400

Lessonondisposal 1,600
Furniture 15,000

(Saleoffurnitureataloss)
June4th Motorvan 390,000

Cash 300,000
c.m.c 90,000

(Vanboughtpartybycash)
18. Statefourdisadvantagesofdelocalizationoffirms. (4mks)

a)Spreadofpopulation
b)Depletionofresourcesinruralareas
c)Useofalotofresourcestodevelopruralareas
d)Suchareasmaylacksomeamenities
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e)Securityinsuchareasmaynotbeguaranteed
19. Statefourassumptionsofcircularflow ofincomeinatwosectoreconomy (4mks)

a.Allincomesearnedbyfirmsarespentonfactorsservices
b.Allincomesearnedbyhouseholdarespentongoodsandservices
c.Economyisclosed(nointernationaltrade)
d.Existenceofonlytwosectorsintheeconomy
e.Nogovernmentintervention

20.Highlightfourrolesofadvertisingagenciesinproductpromotion (4mks)
a.Productpromotion
b.Advertiseonbehalfoftheirclients
c.Designlogos,trademarksetc
d.Advisetheirclientsonsellingtechniques
e.Chooseappropriatemediaofadvertising

21. Outlinefourbenefitsofcommercialproduction (4mks)
a.Earnsrevenuetothegovernment
b.Earnsforeignexchange
c.Highoutput
d.Encouragespecialization
e.Highqualityproducts

22.Outlinefourreasonsforonetohirehumanporterageinsteadofapick-uptotransportgoods.(4mks)
a.Cheaperthanapick-up
b.Carriersmalllanguage
c.Convenientovershortdistance
d.Flexible

23. Highlightfourfeaturesofperfectcompetitivemarket. (4mks)
a.Wideknowledgeofmarket
b.Homogeneousgoods
c.Notransportcost
d.Nogovernmentintervention/interference

24. Namefourdocumentsthatoriginatefrom thesellerinthehometrade. (4mks)
a.Catalogue
b.Qutation
c.Acknowledgementnote
d.Invoice
e.Creditnote
f.Debitnote

25. Statefourlimitationsoftrialbalance. (4mks)
a.Errorofcommission
b.Compensatingerrors
c.Completereversalofentries
d.Errorofprinciple
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MOMALICHE2CYCLE5EXAMINATION
BusinessStudies
Paper2
MARKINGSCHEME

1.(a)–Courtesy–Oneshouldbepolite/pleasant
-Diplomacy–Oneshouldbeabletoconvinceotherspeopletactfully.
-Judgment–Oneshouldbeabletoconsiderallpossibility/comeupwiththerightdecisions.
-Initiative–Oneshouldbeablemakeproperdecisions/becreativeinideas.
-Respect–Oneshouldshowdueregardtoothers.
-Loyalty–Oneshouldbecommitted/devotedtohis/herwork.
-Honesty–Oneshouldbesincere/truthful.
-Punctuality–Oneshouldobserveworkinghours/timeconsciousness.

(b)–TradedescriptionAct–toguardagainstmisleading/falseadvertisement.
-FoodanddrugAct–toensureproductssoldtoconsumersarenotharmful.
- PublichealthAct–toensuresafetyandhealthstandardsaremet.
- WeightandMeasuresact–Toensuregoodsoftherightweightandmeasurementareaccurate.
- HirepurchaseAct–toguardagainstunfairrepossessionofgoods.
- Kenyabureauofstandardsact–toensurestandardsofgoodsaremaintained.
- Byencouragingformationofconsumerassociationstocaterfortheinterestofconsumer.
- RentandtribunalAct–whichensuresthatlandlordsdon’texploittheirtenantsbychargingthem

unreasonablerates.
- Licensingtoprotectconsumersfrom beingsoldharmfulandillegalgoods.
- PricecontrolAct–toprotectconsumersfrom beingovercharged.

2.(a)–Theft/burglary–toprotecttheownerfrom loserthatmaybeariseform Theft/burglary.
-Fidelityguarantee–tocoverlossessufferedthro’worker’sdishonesty.

-Workman’scompensation–toassisttheworkerswhomaybeinjuredinthebus.
-Fire–tocompensatetheowneroflossesarisingfrom fire.
-Personalaccidentcover–InsuresaccidenttotheownerofthesupermarketintheCourseofhisduty.
-Good/cashontransit–Insuresagainstlossesofgoods/cashwhileontransit.
-Medicalcoverpolicy–Insurancewillcompensateformedicalclaim ofemployee.
-Motorvehicle–tocoverbus’vehicleincaseofaccident.

(b)Reductioninprofit–Riseinpricesofcommoditiesreducessalerol,hencereducesprofit.
- Mayleadtoindustrialunrest–Asworkerpressureforhighwagestocompensatedecliningmoney

value/increaseincostofliving.
- Wastageoftime–Asbusiness/firm andindividualwastetimeshoppingforreasonableprices.
- Balanceofpaymentdeficitasmostpeoplewilloptforcheaperimportedthanlocalexpensive.
- Discouragesavingaspeoplefeartoloosethevalueoftheirmoneyovertime.
- Declineinthestandardoflivingsincethepurchasingpowerofconsumerdecreases.Thiswillreducetheir

standardsofliving.
- Weakensthevalueofcurrencyhencefailingasstoreofwealth.

3.(a)(i)Manufacture–consumer
(ii)Manufacturer–retailer–consumer.
(iii)Manufacturer–wholesaler–consumer
(iv)Manufacturer–retailer-wholesaler–consumer.
(v)Manufacturer–agent–consumer.
(vi)Manufacturer–agent–retailer-consumer
(vii)Manufacture–agent–wholesale–retailer–Consumer.

(b)
Co-operativesociety Publiclimitedco.
-RequiresMin.oftenmember.
-Onemanonevote.

-Requiresaminimum ofsevenmembers.
-Theno.ofsharesdeterminesthevoting.
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-Registeredunderco-operativeAct.
-Formationisusuallyveryeasy.
-Servesvarioussectorsoftheeconomy.
-Usuallyintenselymonitoredbythe
governmentincludingfinancialsupport.
-Mainsourceofcapitalinmembers’
contribution.
-Costofsharesinverylow.
-Aimedatupliftingmemberslivingstds.

-RegisteredunderthecompaniesAct.
-Formationrequireslonglegalprocedures
-Limitedbytheobjectiveclause
-Itisindependentfrom government
supervision.
-Mainsourceofcapitalissaleofsharesto
thepublic.
-Costofshareisrelativelyhigh
-Aimedatmakingprofit.

4.(a)Sanction–Theexpendituremustbeapprovedbytherelevantauthority.
-Maximum socialbenefit–Anyexpendituremustbeincurredinsuchawaythatmajorityofthepeoplereapmax.

benefitoutofit.
-Flexibility–Theexpenditureshouldbeabletochange/meettheprevailingeconomicsituation.

-Economy–Theexpendituremustbefocusedinthemosteconomicalwaybyavoidinganypossiblewaste.
-Properfinancialmanagement–Publicfundshouldhaveproperrecordsandshouldalsobeaudited.

(b)
NKUNDIENTERPRISESLTD

FORTHEYEARENDED
28THAUGUST2010

Date Details Folio Disc
Allow
ed

Cash Bank Date Details Folio Disc
Receiv
ed

Cash Bank

2010

Aug1.

Aug3

Aug5

Aug9

Aug
10

Aug
20

Sh

Balb/d

Sales

Mwenda

Kawira

Cash

Cash

Sh

C1

C2

Sh

200

1000

1,200

Sh

13,000

15,000

7,800

19,000

54,800

Sh

28,000

15,000

18,000
61,000

2010

Aug7

Aug10

Aug11

Aug15

Aug20

Kananu

Bank

Drawing
s

Baraza

Bank

Balc/d

Cl

C2

Sh

500

1,200

1,700

Sh

15,000

9,500

18,000

12,300
54,800

Sh

17,00
0

8,800

35,20
0
61,00
0

5(a)–Controlofanimportantfactorofproductionwhichotherformsmaynotbeabletoaccess.
- Legalrestrictions.Otherfirmsmightnotbeallowedbythegovernment/lawtooperateacompetingbus.
- Restrictivepracticesusedbymonopolistentry.
- Highinitialcapitalwhichotherfirmsmightnotbeabletoraise.
- Sizeofthemarketie.Smallmarketthatcanserveonesupplier.
- Ownershipofcopyrightandpatentrights.

(b)–Thereislesshandlingofflowersinceairplanemaymoredirecttofinaldestination.
- Airtransportinsecure/safeforgoodintransit.
- Smoothnessoftransportmakesidealforflowers.
- Appropriateforlongdistance.
- Remoteplacescanbemetreachedbycharterplan.

6(a)–Abilitytomanagepeople.
- Properlocation/availabilityofcustomers
- Availabilityofrawmaterialsorstockofgoods.
- Adequatefinance.
- Lackofcompetition.
- Commitmenttothebusiness
- Propermanagementoffinances.
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- Properdebtmanagement
- Goodpublicrelations
- Beingcreativeandinnovative
- Propermarketresearch.

(b)HEKIMATRADERS
Trading,profit&lossaccountfortheperiodending30thJune2010

Openingstock 45,000
AddPurchases 140,000
Addcarriagein 5,400

145,000
LessRetO. 19,000126,000

171,400
Lessclosingstock 22,000
Costofsales 149,400
G.P.c/d 155,600
305,000

Expenses

Discountallowed 6,000
Salaries&wages 50,000
Power&lighting 12,000
Carriageoutward 2,300
N.Pc/d 95,300
165,600

Sales 320.000
Lessreturninwards 15,000

305,000

305,000

G.Pbroughtdown 155,600
Addcomm.Received 18,000
Discountreceived 2,000
165,600

165,600


