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1.a) Explain five factors that may promote entrepreneurship in Kenya. (10 marks)
· Availability of finances which promotes growth/expansion of business operations.
· Availability of security that ensures safety movement of goods and people. 
· Availability of market – where people can sell their goods.
· Political stability. - creates a conducive environment for starting and running a business.
· Fair competition – where businesses are able to survive
· Relevant education – which prepares youth to become future entrepreneurs
· Favourable government policies such as reduced taxation that encourages starting of businesses.
b) explain five principles of public expenditure. 10mks
· principle of sanction – states that any public expenditure must be approved by relevant authority such as the parliament.
· Maximum social benefits – majority of citizens should reap maximum benefit on public expenditure.
· Flexibility- public expenditure should be adjustable enough to meet the prevailing economic conditions of a country.
· Economy – public expenditure should be incurred in the most economical way to avoid any possible wastage.
· Proper financial management-public expenditure should be accompanied by relevant documentation which are regularly audited.
2a). Explain five challenges that be experienced by a country whose population is made up of large population of young people.10mks
· Unemployment – as demand for jobs outstrips the available job opportunities.
· High crime rates – as youths remain idle, they are likely to engage in social evils as a means of survival.
· High dependency ratio – as economically active population will shoulder a bigger burden of the unemployed youths.
· Low per capita income – the national income will spread over a large non -contributing population which may lead to a low living standard.
· Low labour supply – many young people may not have attained the working age.
· diversion of government resources – government spends revenue on goods and services required by youths meant for other sectors.
b) Explain five differences between a partnership and public limited company forms of business units. 10mks
	Partnership 
	Public limited company

	· Formed by a minimum of two partners
	· Formed by a minimum of seven shareholders

	· Some partners have unlimited liability
	· Shareholders have limited liability

	· Main source of capital is members contribution
	· Shares is the main source of capital

	· Has limited life – in case of death, insanity or bankruptcy partnership comes to an end.
	· Has perpetual existence 

	· Has a no separate legal entity 
	· Has a separate legal entity

	· Has limited sources of capital
	· Has wide sources of capital


3a) the following transactions occurred in the business of mambo traders in the month of September 2022.
Sept 1: balance brought forward cash sh 55,000
           Bank sh 250,000 (cr)
Sept 2: cash sales directly banked sh 535,250
Sept 3: bought ribbons in cash sh 4,500
Sept 6: a debtor Winnie paid her account of sh 60,000 by cheque after deducting a cash discount of 2%.
Sept 10: paid Nyongesa a creditor sh94,000 having deducted a cash discount of 6%.
Sept 13: paid salaries in cash sh 34,000.
Sept 15: withdrew sh 50,000 from bank for office use.
Sept 25: Anyango a debtor settled her account of sh 75, 000 by cheque after deducting 10% cash discount.
Sept 30: deposited all the cash into the bank except sh 13,700.

                                      
                                
                                            Mambo Traders






                                                   Three Column Cash Book
                                            for the month of September 2022
	Date
	Details
	D.all
	cash
	bank
	Date
	Details
	D.Rec
	Cash
	Bank

	2022
	
	
	
	
	2022
	
	
	
	

	Sept 1
	Bal b/d
	
	55,000
	
	Sept 1
	Bal b/d
	
	
	250,000

	2
	Sales
	
	
	535,250
	1
	Ribbons
	
	4,500
	

	6
	Winnie
	1200
	
	58,800
	10
	Nyongesa
	6,000
	
	94,000

	15
	Bank
	
	50,000
	
	13
	Salaries
	
	34,000
	

	25
	Anyango
	7500
	
	67,500
	15
	Cash
	
	
	50,000

	30
	cash
	
	
	52,800
	30
	Bank
	
	52,000
	

	
	
	
	
	
	30
	Bal c/d
	
	13,700
	

	
	
	
	
	
	
	
	
	
	320,360

	
	
	8,700
	105,000
	714,360
	
	
	6,000
	105,000
	714,360



3b.  Kenya is looking forward for the implementation of vision 2030. explain five problems that may be encountered during the implementation of the plan. 10mks
· Reliance on donor funding – implementation becomes difficult when donors fail to release funds.
· Inadequate domestic resource – such as skilled personnel which may humper implementation.
· Failure to involve local people. In planning where they feel being left out.
· Over ambitious plan that makes it unrealistic to implement.
· Lack of political goodwill and commitment by the government to implement the plan.
· Inflation – which may make it costly to implement.
· Natural calamities such as drought which derail implementation   
4a. There’s has been a decline in the demand for wooden furniture. Explain five factors that may have caused this trend. 10mks
· Decline in consumers income hence not able to afford the furniture.
· Increase in price of wooden furniture that makes it out of reach of consumer purchasing power.
· Fall in price of substitute furniture such as metal furniture which may be cheaper.          
· Unfavourable tastes where consumers have undesirable taste towards wooden furniture.
· Decline in population which leads to reduced number of of potential customers.
· Expectation of future drop in price of wooden furniture hence customers may suspend buying.
· Unfavourable government policies such as increase in tax for wooden furniture making them expensive. 
b. The information   given below was extracted from the books of bargain stores as at 31st dc 2020.
Details                                                DR                                                 CR
Stock 1/1/2020                            35,000
Carriage inwards                         15,000 
Sales                                                                                                      395,000
Purchases                                     270,000
Returns                                          8,000                                               4,000
Discounts                                        3,0000                                           5,000
Insurance                                       10,000
Advertising                                     5,000
Carriage outwards                         7,000
Premises                                     400,000
Machinery                                 200,000
Bank loan                                                                                             180,000
Debtors                                       45,000
Drawings                                   20,000
Bank                                                                                                    215, 000
Creditors                                                                                             50, 000
Salaries                                        18,000
Rates                                           12,000
Capital                                                                                                    379,000
   Total                                                   1,048,000                                        1,048,000
Additional information: stock on 31st dec 2020 was sh 50,000.
Required: i) trading profit and loss account            6mks
            
                                                                                   Bargain stores 
                                                                 Trading profit and loss account
  Dr                                                      For the year ended 31st dec 2020                                         Cr
	                                                       Sh                  sh 
Opening stock                                               35,000
Add purchses                        270,000
Add carriage inwards              15,000 
Less return outwards             4, 000        281,000
C.O. G. A. F. S                                          316,000
Less closing stock                                    50,000
C.O G. S                                                 266,000
Gross profit    c/d                                    121,000
                                                           387,000
Discount allowed                           3,000
Insurance                                        10,000
Advertising                                     5,000
Carriage outwards                      7,000
Salaries                                         18,000
Rates                                           12,000
Net profit c/d                          71,000
                                                     126,000




	                                                                   Sh
Sales                                                      395,000
Less return inwards                            8,000
Net sales                                           387,000





                                                           387,000
Gross profit b/d                             121,000
Discount received                       5,000





                                                     126,000
Net profit b/d                         71,000





                     ii)balance sheet                                     ( 4mks)
                                                                                Bargain stores 
                                                                            Balance sheet 
                                                                         As at 31st dec 2020
	ASSETS                                                          sh 
Fixed assets
Premises                                                   400,000
Machinery                                              200,000
                                                                  600000
                                                               
Current assets
Stock                               50,000
Debtors                          45,000             95,000
                                                                                                        695,000
	Capital + liabilities                                  sh
Capital                                           379,000
Add net profit                           71,000
Less drawings                             20,000
Net capital                                430,000
Current liabilities
Creditors                                    50,000
Bank overdraft                        215,000
                                     
                                                   695,000



 5a. Explain five reasons for imposing trade   restristrition.10mks
· To safeguard local infant industries against unfair competition from well-developed industries
· industries.  
· To avoid erosion of cultural values from other countries
· Reduce balance o payment deficits by reducing imports   and encouraging exports.
· To create and safeguard local employment by protecting local entrepreneurs from foreign competition
· To prevent entry of harmful goods in the country which may be harmful to consumers.
· To avoid imported inflation by controlling the amount of imported goods.
b. Explains five disadvantages of personal selling. 10mks
· it is expensive if the area covered is wide
· it is time consuming since it involves explanation and demonstrations
· it may be expensive when providing resources for the movement and upkeep of sales people.
· Inappropriate qualities of the salesperson may lead to loss of prospective customers
· It may only be used to target a particular group of people.
· Some sales persons may misuse the resources of the organisation for personal gains.
6.a) Explain five factors to be considered when selecting office equipment to buy.10mks
· Cost- one should consider buying an equipment that is affordable
· Durability- organisation shou consider buying an equipment that has a long lifespan.
· Effects on staff moral- organisation should consider an equipment that encourages workers to work hard.
· Adaptability- organisation should consider a machine that will cope up with future changes.
· Security of the equipment – the organisation should have enough resources to security of the equipment.
· Availability of personnel required to operate the machine should be available.
b) Describe five monetary tools that can be used to control inflation. 10mks
· selling securities in an open market such as treasury bills and bonds to reduce the supply of money in the economy which reduces consumers purchasing power
· bank rate - increasing bank rate increases the lending interest rate which discourages borrowing thereby controlling buying ability.
· Selective credit control- by encouraging lending to specific sectors of the economy
· Raising liquidity ratio which reduces commercial bank’s ability to create deposits for lending
· Increasing commercial banks compulsory deposits which reduces the amount of money available for commercial banks to lend.
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