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MARKING SCHEME
1.
Explain five reasons why human beings make choices on the wants to be satisfied.
i)
Commodities sell at different prices hence one has to choose what is affordable
ii) Wants are unlimited in number while available resources are scarce
iii) Some wants are more urgent and intense than others
iv) There are many varieties of products that satisfy the same wants 
v)  Commodities differ in quality and other salient features
vi) Consumer financial positions vary with time hence a budget is needed
vii) Some wants are recurrent hence must be catered for quite often
viii) Human wants are competitive hence a choice is needed
ix)  Universal
x)   Unlimited
splitting                      5 x 2 = 10mks
Naming 1mk otherwise 2mks
b)  Explain five advantages of storing goods in a bonded warehouse
i)
Enables him to look for market while goods are still being held in the bonded warehouse

ii)  He can prepare the assorted goods for sale while still in bond

iii) Duty on imported goods would be passed on to the buyer if they are sold while still in the


bonded warehouse

iv)  Goods are accorded security while in bond by the government

v)   It allows the importer to have sometime to arrange to pay the duty if he does not have enough money

vi) Some goods may improve in quality after sometime  e.g.  wine  hence  will  be  better  / more value

vii) Some goods may lose  weight  while in  the warehouse and if they are subject to specific duty the importer would end up paying less any 5 x 2 = 10mks
2.
a)  Problems  encountered  in  an  office  as  a result of computerisation of its operations
i)
May lead  to unemployment / loss of job  / laying off of workers   (when computers replace worker)

ii)  Requires (reliable source of) electricity which is expensive / not guaranteed

iii) They   are   expensive   to   buy,   install   and maintain

iv) Computers are prone to computer viruses which may lead to breakdown / malfunctioning of the computers / software

v) Confidential information may land into unauthorised hands (through hacking)

vi)  Requires skilled / trained manpower which is costly / scarce / not guaranteed

vii) There is need for back up storage which is expensive

viii) It has adverse / side effects on health e.g. eye

problem   due   to   prolonged   /   perpetual exposure

ix)  Boredom   due   to   monotony   of   use   of computers

x)   Inhibits / limits creativity / innovation (since

user can’t work without it

5 x 2 = 10mks
b)  Services    rendered    by    retailers    to consumers
i)
Avail goods - within easy reach of consumers ii)  Offer wide variety of goods for consumers to

choose from

iii) Breaks  bulk  of  commodities  into  smaller sizes which are convenient / affordable to consumers

iv)  Offer advice to consumers on proper use /

choice of commodities

v)   Offer   after   sales   services   (to   customers)

without charging them / at reduced rates

vi)  Offer credit facilities to customers who can be trusted to pay / trustworthy / credit worthy

vii) Ensuring continuous supply of goods needed by consumer / ensure no shortages

viii)  Stabilising  prices  of  goods)  by  ensuring goods are always available / to enable customers to budget for their expenses / by avoiding artificial shortages of goods

Splitting
Naming    1mk  otherwise  2mks  for  a  fully explained point
Any 5 x 2 = 10mks
3.
a) Explain the effect on the equilibrium price and equilibrium quantity when the supply of vehicles increases

D

b)  Outline   measures   the   government   of Kenya has put in place to protect consumers from unscrupulous business practices
i)    Setting up standards

The Keya Bureau of Standards (KEBS) sets national quality standards and ensures that commodities are of the required standards

ii)  Weights and Measures Act

The government ensures that equipment used for weighing and measuring are correct and accurate

iii) Licences

Businesses cannot be started without licence. This is to ensure there is control and legal type of business carried out.

iv)  Foods and Drugs Act

This ensures that producers and traders do not include any substance in the commodities that they sell to the consumers which might be harmful

v)   Price control

The  government  may  set  a  price  beyond which a commodity should not be sold especially for essential goods and services

vi)  Rent and Tribunal Act

Ensures that tenants are not overcharged by landlords

any 5 x 2 = 10mks
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4.
a)  Problems   encountered   when   using   the expenditure approach to compute national income
i)    Problem of double counting

ii)  Problem of differentiating between final and intermediate expenditure

iii) Lack  of  records  for  subsistence  sector  / implying expenditure here are more approximations

iv)  Lack of clear / accurate / reliable records of expenditure in the private sector

v)   Problem of fluctuating exchange rates (incase of valuation of imports / exports)

5 x 2 = 10mks
O
14 x ½ = 7mks
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5.
a)  Explain    five    effects    of    production activities on the environment  and community health
i)
Pollution / water pollution - this is caused by industrial waste that is discharged into rivers thus affecting both human and aquatic life

ii)  Degrading the environment i.e. excessive use of the environment such as over-exploitation of minerals leads to their exhaustion. This affects the balance in the eco-system such as spread of malaria when open holes are filled with stagnant water

iii) Depletion  of  energy  sources  for  instance excessive use of energy available through excessive agricultural activities causes clearing of forests which leads to soil erosion

iv) Rural-urban   migration   caused   by   the perception that jobs exists in production sites have  caused  overcrowding  which  leads  to poor housing / emergence of slums

v)   When  goods  that  have  been  produced  are

being transported to the market, vehicles emit fumes  which  may lead  to  respiratory infections

any 5 x 2 = 10mks
b)  Roles played by commercial banks to the business community
M.A = 12 ticks x ½ = 6mks
Fahari Traders

Trial balance

as at 31st January 2022
22000
14000

8 ticks x ½ = 4mks

i)
They  accept  deposits  /  saving  facilities  to businessmen e.g. savings / current / fixed deposit accounts

ii)  They  give  loans  /  credit  facilities  to  the business  community in  form  of overdraft  / secured loans

iii) Commercial   banks   offer   safety   /   locker facilities / safekeeping of valuables (at some fee) to businesses e.g. title deeds / share certificates / log books / wills / jewels etc.

iv)  They   offer   means   of   payment   /   money transfer facilities / services to businesses facilities  like  standing  orders  /  credit transfers / travellers cheques / credit cards / debit cards / cheques / letters of credit / electronic fund transfer etc.

v)  They provide foreign exchange services to businessmen   through   (either)   buying   or selling foreign currencies (according to need)

vi) They give advice / advisory services to businessmen / firms about (viable) investments / (sound) financial management

vii) They provide trusteeship / act as trustees by undertaking to manage property / estates left

behind  by  deceased  clients  (hence improving / expanding / continuing / supporting business operations)

viii) They act as referees/ guarantors to clients who would wish to acquire / secure loans / buy   goods   on   credit   from   elsewhere   / financial institutions hence supporting business operations

ix)  They  act  as  intermediaries  between  savers and borrowers by accepting deposits from those who have excess money and lending to


limiting expansion / establishment of (more)

production units

Splitting
Naming 1mk otherwise 2mks
Any 4 x 2 = 8mks
b)              Ramogi Traders

Trading, profit and loss A/C

For the year ending 31st Dec. 2022
I.
investors     (hence     supporting     business

Opening stock        100,000

Sales

 800,000
activities)


Add purchases       500,000Less returns 


90,000
x)   They provide night safe keeping facilities for

late  bankers  hence  ensuring  extended business hours (for maximum / optimal profits)

xi)  Commercial banks may act as issuing houses thereby facilitating selling of new shares by various firms / companies


600,000     Net sales
Less returns outwards   26,000
574,000
Add carriage inwards    40,000 
GAFS              614,000

Less closing stock 120,000
COGS              494,000

 710,000

xii)  They  undertake  collection  /  receiving  of

money from debtors on behalf their clients


Gross profit b/d 

216,000

710,000                           710,000
Carriage outwards 

3,000   Gross profit c/d  216,000 
Rent

 60,000
Interest expenses  10,000
General expenses 

7,000

Net profit

136,000
216,000                          216,000
6.
a)  Reasons  that  can  lead  to  a  low  rate  of growth of a country
i)
giving subsidies to local manufacturers inorder to increase exports.
ii) use of customs draw backs to encourage exports of goods and services.
iii) Political  instability  /  insecurity  leading  to hostile / unfavourable environment for economic growth



16 x ½ = 8mks
II.                     Ramogi Traders

Balance sheet

As at 31st Dec. 2022
Assets                                   Capital + liabilities

Fixed
assets        shs         shs                           shs        shs.


Delivery                  160,000   Capital    170,000

Add net                
iv)  High population growth rate that necessitates

more    production    of    consumer    goods

profit     136,000 306,000

	
	compared to producer / capital goods / which
	Current
	
	Current
	

	v)
	could have led to higher economic growth

Use of old / obsolete / outdated / backward /
	assets
Stock
	120,000 
	liabilities
Creditors
	150,000 


inappropriate technology (instead of modern /


Bank                 
updated   technology)   thereby   hindering   /


Bank  

60,000


overdraft      4,000 154,000

inhibiting / limiting fast / high productivity

(of economic resources)

vi) Widespread / high levels of ignorance / illiteracy leading to failure to keep up with modern economic trends worldwide

vii) Poor / underdeveloped entrepreneurial skills


Debtors 120,000  300,000
460,000                                  460,000
8 x ½ = 4mks
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