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1.
Mention four ways in which the government participates in training businessman in the country
- through organising trade fairs shows and seminars

- by sponsoring businessmen to colleges / universities / schools / tertiary levels to gain more business knowledge

- through direct training by Kenya institute of business training (KIBT)

- through the use of commercial attaches who train  exporters  on  new  ideologies  / technology / market requirements

- through the use of science and technology congresses

- through business studies curriculum in secondary schools

2.
State  four  factors  that  limit  satisfaction  of human wants
- due to low levels of consumers income

- due to high level of poverty / unemployment among most people

- due to poor health of individual consumers

- the high commodity prices in the country /

inflation

- the scarcity of commodities in the country which limits consumers choice

-   political   instability  /   insecurity  /   civil strifes / in the country which interfere with production

- low levels of education in the country which limit creativity

- inadequate cooperant factors of production in the country

3.    Reasons for drawing development plans
filled

-   to   identify   complementary   investment decisions

- to achieve fair and balanced distribution of resources in the country

- to achieve industrialisation

- to source for loans and grants from oversee

- to promote / stimulate positive attitude

- to ensure proper use of resources

-  to  coordinate  investments  in  the  whole country

- to achieve economic stability

-  to  help  mobilise  different  sectors  of  the economy for greater productivity

4.    Highlight four uses of national statistics 
- Indicator /measure of standard of living
- Comparison of standard of living between countries, countries with high national income are deemed to have high standard of living and vice versa
- assessing performance of the economy over time.
- compare standard of living in a country between different years/periods. 
- Provide information on distribution /contribution of income –this helps the government to address income /production disparities.
- For investment decision- data obtained can be used by entrepreneurs to make decision on the sector, when and amount of capital to invest.
5.
explain five internal economies of scale that a firm can enjoy as its production increases.
-Welfare economies –firms can provide recreation and other welfare e.g. housing, 

-Risk bearing economies ,firms can afford to take higher risks on many products and market.

-technical economies firms are able to use modern  machinery which increase efficiency,

-financial economies , firms have access to finance from banks 

-managerial economies ,specialization and division of labourenhances management

-

6.
Reasons  for  offering  after-sale  services  to customers
-   to    show    customers    how   to    handle sophisticated products

- keep track of the performance of the product

- improving corporate image

- to attract customers

- to retain existing customers

7.
Circumstances    under    which    land    may discourage the location of firms

10.  Solution to the problem of unemployment
- education system reforms

- production methods to be adopted

- regional development plan

- development of informal sector

- exploitation of natural resources

- export promotion and import regulation

- diversification of economic activities

11.  Measures of solving the problem of demand- pull inflation
- where the cost of land is very high

- incase the land is too hilly to access

- if the available land is so limited that it does not leave space for future expansion

- if it is away from auxilliary services

- where the govt restricts land use in certain parts of the country

8.   a) Calculate the cost of goods sold
ROST = cost of goods sold average stock

Average stock = 800,000 + 1,000,000
2

= 900,000

Therefore

cost of goods sold  = 3

900,000

cost of goods sold = 3 x 900,000

= shs.2700,000 b) Calculate the gross profit
Gross profit = sales - cost of goods sold

= 3,250,000 - 2700,000

= Ksh.550,000


- increasing bank rates

- selling more govt securities through OMO

- increasing the compulsory deposits

- lowering the cash ratio

- morally persuading banks not to give a lot of cash

12. Highlight four measures that the state is putting   in   place   to   bring   sanity   to   the transport sector in Kenya
- through banning of night travels

- through re-introduction of alcoblow

-  through  insisting  on  licence  for  all  PSV

vehicles

- ensuring that all PSV have seat belts

- ensuring that all PSV are fitted with speed governors

- ensuring that all matatu have yellow bands along the length of vehicle

- through the use of speed cameras

- through introduction of highway courts to try traffic offenders

-  through  stiffer  penalties  /  fines  to  traffic offenders

- through introduction of matatu saccos

-  through  use  of  uniforms  /  identification documents by PSV operators

- through use of double highways in Kenya
9.   Highlight four differences between bill of exchange and promisory note

Promissory note                                           Bill of exchange

- drawn and signed by a debtor                   - draw and signed by a creditor

- does not need to be accepted                  - must be accepted by debtor for it to be valid

- the drawer and drawee are one               - the drawer is the creditor and drawee is the debtor

13.  Outline the procedure involved in taking an insurance policy by the insured

17.  Highlight   circumstances   under   which   the following chains of distributions are used
14.

- the insured fills in proposal form

- the insurer determines premiums to be paid

- the insured then pays the first premium

- the insurer then issues cover note (binder) to the insured

- the insurer then issues policy to the insured

30 days from payment of first premium


i)  Manufacturer  consumer

- when goods are perishable

- when goods are urgently needed

- when goods are sensitive

- when goods are few / small in quantity

- when producer has his own retail outlet

- where the government decides so

ii) Manufacturer  Retailer  consumer

- when a producer is new in the market iii)Producer  Marketing board  consumer

-  where  the  producer  has  less  finance  to

market his goods

iv) Manufacturer  Agent  consumer
15. Business considerations taken into account when carrying out business opportunity evaluation
- size of market

- technology

- availability of raw material

- govt policy

- amount of capital required

- level of competition the business is likely to face

- possibility of expansion

- difficulties in marketing

- security

- level of development of infrastructure

-   impact   of   business   operations   on   the environment

-  level  of  risks  involved  in  that  kind  of business

- the profitability potential of the business

- culture and the traditions of the community where the business is located

16.  Outline four cannons of taxations
- the cannon of flexibility / elasticity

- the cannon of economy

- the cannon of equity

- the cannon of simplicity

- the cannon of certainty

-


- when the manufacturer exports products to foreign markets

18.  Reasons why most banks prefer a landscape office
- easy supervision by the management

- low construction cost

- easy location of workers

-  minimises  staff  movement  hence  saving time

- low maintenance costs

- saving of floor space

- cheap to decorate

- decorations used boost the morale of the employees

19.  Factors that may lead to the demand curve to shift from D0D0 to D1D1
- decrease in consumer’s income

- increase in price of complements

- decrease in price of substitutes

- decrease in population

- increase in taxation i.e. PAYE

-    poor    /    bad    weather    conditions    for agricultural products

- negative tastes and preference / fashion

- uneven distribution of income

- unfavourable terms of sale i.e. low discount levels

- future expectations of price decrease

20.  State four reasons why John would prefer to obtain a loan from his Sacco but not from commercial banks
-  Saccos  charge  low  interest  rates  while commercial banks charge high interest rates

- Saccos offer sense of ownership to members which is not there in commercial banks

- no collateral are required by Saccos while commercial banks require collaterals

-  Sacco  loans  are  insured  by  CIS  while commercial bank loans are not insured

- Saccos offer several types of loans while commercial banks offer one type of loan

21.  Sales Journal

23.                      Kisumu Traders

Balance sheet

As at 31st Dec. 2013

Machinery         20,000 Capital           24,000  Debtors                2,000 Creditors          3,000  Stock                   1,500 Bank overdraft    500  Cash                    4,000                                    
27,500                            27,500
24.  Outline factors that a citizen would consider when holding money for day to day expenses
- size of the family

- level of income

- level of inflation

- interval between payments

- prices of commodities

25.
	Transaction
	A/C debited
	A/C

credited

	a) Bought stock on credit from Muthoni
	purchases
	Muthoni

	b) Paid insurance premium by cheque
	insurance
	bank

	c) Bought a van by cash
	motor vehicle
	cash

	d) Returned goods to supplier, Owino
	Owino
	Purchases returns
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b) Withdrew sh.2000 from bank for personal use�
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c) Profit of sh.3000 earned by the business�
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d) A business made a loss of sh.4000 on sale of stock�
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22.  Circumstances    under    which    a    public warehouse may be ineffective





- where its location is not easily accessible


- if the storage equipment is inadequate


- where the room for expansion is limited


-    where    the    handling    facilities    are inappropriate and inadequate


- incase the warehouse does not meet the set legal requirement


- where the warehouse does not have access to essential services


- if the workers are not qualified and adequate


-   incase   the   security   and   safety  of   the warehouse is poor�
�
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