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1. State four ways in which the prices of goods and services can be determined in an economy other than the price mechanism.													(4mks)
i) Auction
ii) Bargaining
iii) Price control/ government interventions
iv) Tendering
v) Retail price maintenance

 2. Outline four characteristics of capital as a factor of production. 						(4mks)
i) It’s a basic factor of production
ii) It’s a man-made resource
iii) Its reward is interest
iv) It is subject to depreciation
v) Can be imported through technology
3. Give four services rendered by producer’s cooperatives societies to their members.			(4mks)
i) Farm inputs on credit/ at fair prices
ii) Loans at low interest rates
iii) Offers transport facilities
iv) Advice on proper farming practices/ advices
v) Look for market for members produce
vi) Stores members produce
vii) Processing, blending, packing members produce

4. Highlight four factors to consider when deciding in an ideal office layout.				(4mks)
i) The number of workers to be accommodated 
ii) Security of personal and organizational properties
iii) Ease of movement in the office
iv) Ease of work flow
v) Cost of construction
vi) Ease of communication 

5. Highlight four reasons for making choices between competing wants. 					(4mks)
i) Some wants are more essential for survival than others
ii) Resources needed to satisfy wants are scares
iii) Wants vary in urgency and intensity 
iv) There exist different varieties of goods
v) Wants are unlimited in number

6. Highlight four external factors that may negatively influence the operations.				(4mks)
i) Unfavourable government policy 
ii) Stiff competition
iii) Poor infrastructure
iv) Security threats e.g terrorism
v) Political instability
vi) Economic recession/ depression

7. Outline four shortcomings of self-employment. 								(4mks)
i) One may work for long hours learning very little time for recreation.
ii) Lack of consultation may lead to poor decision making
iii) Lack of specialization may lead to poor business performance 
iv) One bears all the risks and suffers losses alone
v) A self-employed person usually has unlimited liabilities
vi) Expansion of the business may be difficult due to scarcity of capital.
8. Highlight four causes of cost push inflation. 								(4mks)
i) Increase of wage rate by the government increase in wages and salaries
ii) Increase in indirect taxes such as V.A.T
iii) Increase of profit margin by businesses
iv) Increase in cost of inputs
v) Reduction/ withdrawal of subsidies by the government 
9.  Name the documents described in each of the following statements.					(4mks)
a) Used to demand for payment before goods are delivered 
Proforma invoice
b) Used to reply to a specific letter of inquiry.
Quotation 
c) informs the buyer that goods ordered for have been dispatched 
Advice note
d) Set to correct an overcharge
Credit note
10.Highlight four emerging trends in communication.							(4mks)
i) Use of mobile phones
ii) Internet
iii) Teleconferencing
iv) Courier services

11. State four advantages of advertising to a customer.							(4mks)
i) Customers are educated on how to use the product
ii) Customers are informed of availability of the goods
iii) Customers get to know where to buy the product/ price/ quality/ sizes available.
iv) Creates competition that lead to high quality product.			
12. State four ways in which the nature of goods influence choice of transport means.			(4mks)
i) Fragile goods are requires a smooth means of transport.
ii) Perishable goods require fast means
iii) Goods of high value requires a safe/ secure means
iv) Bulky/ heavy goods require means with a large carrying capacities
v) Goods in liquid form needs an appropriate means such as a pipeline or tankers.

13. Indicate the source document and the book of original entry in which each of the following transaction should be recorded. 													(4mks)
	Transaction 
	Source Document
	Books of original entry

	a) Purchase of goods on credit 
b) Payment of cash to a creditor
c) Sale of goods on credit\sale of fixed assets on credit
	Invoice received
Receipt received
Invoice issued
Receipt issued
	Purchases Journal
Cash Payment Journal
Sales Journal
General Journal 



14. The following information relates to Mkabwa traders ltd as at 31/12/2015
		Capital 			290,000
		Drawings 			  35,000
		6 years loan			500,000
		Furniture			600,000
Closing stock			  40,000
Cash in hand 			155,000
Debtors 			100,000
Bank overdraft		140,000

Required;
Prepare Mkabwa Traders Ltd Balance Sheet as at 31/12/2015.					(4mks)


					Mkabwa Traders
					Balance sheet
					As at 31st/12/2015
F.A				sh		sh					sh
Furniture					600,000	Capital		290,000
C.A								Less drawings	  35,000
Stock				  40,000			New Capital		255,000
Debtors			100,000			L.T.L
Cash				155,000	295,000	6 year loan		500,000
								S.T.L 
								Bank overdraft	140,000
						89,500					895,000

15. State four negative implications of overpopulation.						(4mks)
i) Over-utilization of resources
ii) Environment degradation
iii) High rate of unemployment 
iv) Increased crime rates
v) High dependency ration
16. Highlight four channels of distribution of imported products.					(4mks)
i) Foreign producer 		Wholesale		Retails 		Local consumers
ii) Foreign producer		Retailers		Local consumers
iii) Foreign producer 		Local consumers
iv) Foreign producer		Wholesalers		Local consumers
v) Foreign producer		Producers		Wholesalers 		Local consumers
Agents 
17. Highlight four challenges that may be faced in the course of measuring national income.		(4mks)
i) Estimating depreciation
ii) Decision as to what goods and services to include 
iii) Whether to value stock at cost or market price
iv) Unmarked goods/ services in the substance sector.
v) Fluctuation in prices/ unstable exchange rate.
18. Highlight four ways in which a consumer may be exploited.						(4mks)
i) Poor quality goods
ii) Wrong quantities 
iii) Poor health standards 
iv) Unsafe buildings
v) Unfair prices
vi) Unsafe goods
19. State four merits of a bonded warehouse to the government.						(4mks)
i) Enables the government to earn revenue
ii) Enables the government to control the quality/ quantity of goods imported
iii) Helps the government prevent importation of harmful commodities
iv) Helps the government to curb tax evasion
v) Enables the government to inspect illegal entering the country
vi) Enable’s the government to solve the problem of unemployment 
vii) Enables the government to control the entry of goods imported
20. Highlight four circumstances under which a firm may be located near the market.			(4mks)
i) Where it is cheaper to transport finished goods than raw materials
ii) If the government required so
iii) Where market is concentrated in one area
iv) Where there is need to save on transport costs of finished goods
v) Where the finished goods are highly perishable
vi) Where the finished goods are heavy and bulky
21. Highlight four benefits Kenya get by being member of EAC.						(4mks)
i) Access to wide market for her products
ii) Her citizen can get employment opportunities from members of EAC
iii) Encourages specialization as Kenya can concentrate producing products like coffee as other member concentrate in producing other products
iv) Promotion of peace and good relationship among members of EAC
v) Can get products she does not produce at lower costs from members of EAC.

22. The following balances were extracted from Mawingu Traders books of accounts.
							Kshs
		Opening stock				  25,000
		Closing stock				  35,000
		Purchases				190,000
		Mark-up				20%
Calculate;
i) Cost of goods sold (1mk)
Cost of goods sold = Opening stock + Purchases – Closing stock
25,000 + 190,000 – 35,000
		= sh 180,000
ii) Gross profit (1mk)
Gross profit = Cost of goods sold x mark-up
		= 180,000 x 0.2 = 36,000
iii) Sales (1mk)
Sales = Cost of goods sold + gross profit 
		180, 000 + 36,000 = 216,000
iv) Rate of stock turnover (1mk)
ROST = Cost of goods sold 			Average = Opening Stock
		Average Stock					      2
25,000 + 35,000 = 30,000				180,000 = 6times
	      3						  30,000
23. Highlight four roles/ reasons of ethics in business. 							(4mks)
i) Ensure no discrimination in business 
ii) Creates fairness in competition 
iii) Ensures protection of the environment 
iv) Ensures fair play in competition
v) Helps in avoiding environmental degradation. Pollution 
vi) Ensures right of employees are upheld 
vii) Ensures consumer protection
24. Give the term used in insurance that fits each of the following descriptions.
	Description
	

	a) Periodic payment by the insured
	Preliminaries 

	b) Methods of calculating compensation in case of under insurance
	Average clause

	c) Acquiring the right the insured had in the destroyed property
	Subrogation

	d) Life assurance lasting for a specific period 
	Endorsement policy


25. Highlight four disadvantages of using a bank overdraft as a source of finance.				(4mks)
i) It is an expensive source of finance as interest charged are very high
ii) Overdraft are not easily available unless one is well known
iii) Limited amount are hence unsuitable for long term financing
iv) They have short repayment period which affects the cash flow of firm adversary 
v) Security – The lenders may require security/ property pledge 
vi) Interest repayment cannot be planned for with certainty 
vii) Frequent use of overdraft could be a sign of poor management hence a bank may recall the overdraft any time 


