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A+QUICKREVISION

BUSINESSSTUDIES
KCSEQUICKREVISION

(MrIsaboke0705525657)

INTRODUCTIONTOBUSINESSSTUDIES

1. State4reasonswhypeopleengageinbusiness

 Tomakeprofit

 Toprovidegoodsandservices

 Todisposeoffsurplusproduce

 Toexploitindividualtalent

 Tokeeponeselfoccupiedorbusy

2.Outlinefourwaysinwhichabusinesscanbesociallyresponsibletoits

immediateenvironment

 Availingitsinformationconcerningitsoperationstothepublic

 Makingdonationstohelpdevelopandsupporteducation

 Supportingthecommunitybypurchasingrawmaterialituses

 Supportingtheinformalsector

 Providingemploymentopportunitiestosociety

 Availingitsproductsatacheaperpricetothecommunity.

3. Highlightfourbenefitsthatacommunityshouldderivefromamanufacturing

firm

 Participatingincommunityprogrammes
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 Provisionofjobopportunities

 Productionofsafeproducts

 Properdisposalofwasteproducts

 Conservationofenvironment

 Provisionofsafeandhealthyworkingplace.

4. Outlinefourmainreasonswhybusinessenterpriseexist

 Providegoodsandservices

 Toearnprofit

 Toutilizeextraresources

 Toutilizesparetime

 Tobeownboss

 Tocreateemploymentopportunities

5.StatefourbenefitsoflearningbusinessstudiestoaKenyanstudent.

(4marks)
 Torelateknowledge,skillsandattitudestodaytoday.

 Skillsnecessarytostartabusiness.

 Appreciateroleofbusinessinprovisionofgoodsandservices.

 Appreciateneedforgoodbusinesspractices.

 Selfdisciplineandpositiveattitudetowardswork.

 Understandtheroleofgovernmentinbusinessactivities

 Understandtheroleofcommunicationandinformationtechnology.

 Developpositiveattitudetowardstheenvironment.

BUSINESSANDITSENVIRONMENT

1. Outline4elementsthatmaycomprisetheinternalenvironmentofa

business

 Businessculture

 Businessstructure

 Humanresources

 Financialresources
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 Technology

 owners

2.Outline4measurestobetakenbyabusinessmantoimproveinternal

businessenvironment

 Settingsmartobjectives

 Developinganeffectivebusinessculture

 Availingnecessaryandrequiredskills,knowledgeandvalues

 Carryingoutservicetrainingfortheexistingpersonnel

 Developaworkablebusinessstructure

 Improvingtheworkerswelfare

3. State4waysinwhichabusinessmaynegativelyaffectthephysical

environment

 Environmentaldegradation

 Environmentalpollution

 Depletionofresources

 deforestation

4. State4waysinwhichHIV/AIDSprevalencehasnegativelyaffected

businessactivities

 Regularabsenteeismofworkers

 Lowproductivityduetoillhealth

 Marketloss

 ResourcesbeingusedtoprovidecareforAidspatients

 Loseofskilledlabour

 Increaseindependencyratio

5.Explain4measuresabusinesscantaketoensurethatitsenvironmentis

conducivetoitsbusinessactivities

 Ensuringthebusinessoperatesinsurroundingthatarecleanandattractive

tocustomers.

 Ensuringthatlegalrequirementsandconditionshavebeenfulfilledi.e.
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relevantpermitsandlicenceshavebeenobtained

 Thatallgovernmenttaxesarepaidpromptly

 Supplierstothebusinesspaidpromptlyfortheirservices

 Ensuringthegoodsandservicesfairlypricedinrelationtotheirquality

6.Outline4measuresanentrepreneurshouldtaketoensureaconducive

internalenvironmentforhisbusiness

 Agoodbusinessstructure

 Properresourceallocation

 Goodbusinessculture

 Betterdecisionmakingbytheowners

Highlightfourwaysinwhichabusinessownercanpositivelyinfluencetheinternal

environmentofhis/herbusiness. (4mks)

 Provisionofadequatefinancetorunthebusiness.

 Provisionofenoughphysicalresourceslikemachines,andequipment.

 Employingskilledpersonnelandallocatingthemtherightduties.

 Introducingmodernandappropriatetechnology.

 Settinguprealisticgoals.

 Establishaclearbusinessstructure.

7. Highlight4internalweaknessesthatmayaffectbusinessperformance

 Poormanagerialstructure

 Useofinappropriatetechnology

 Lackofadequateresourcesegphysical

 Unmotivatedworkers

 Poorinternalcommunication

 Poortimemanagement

 Poorplanning

8. Outlinefourelementsthatmaycomprisetheexternalenvironmentofabusiness

 Political

 Economical
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 Social-cultural

 Technological

 Legalstructure

 Customers

 Intermediaries

 Geographical

 Demographical

 Suppliesofrawmaterials

 Competition

Statefourexternalfactorsthatwillenhancetheperformanceofabusiness.

 Increasedpopulation(Market)

 Improvedinfrastructure

 Favourableclimate

 Improvedtechnology

 Security

 Lowtaxes.

 Fashionandtastefarmingthebusiness.

State4waysinwhichHIV/AIDSprevalencehasnegativelyaffectedbusinessactivities.

Regularabsenteeismofworkers/owner/lossoftime.

Lowproductivityduetopoorhealth.

Lossofmarket.

Increaseindependencyratio.

Lossofskilledlabour.

Resourcesbeingusedtoprovidecareforpatients

State4reasonsforethicalpracticesinbusiness.

Toensureworkersarepaidfairlyandontime.

Toensurethatthereisnodiscriminationofemployees.

Tocreatefairnessincompetition.

Toensurerightsofemployeesareprotected/upheld.

Toavoidcorruption/ensureresponsiblepromotion.

Toavoidconsumerexploitation.

Toensureprotectionoftheenvironment/hencenopollution.

Toensurecompliancewithcountry‘slawsandregulations.

9. Explainfivereasonswhyanewbusinessmayfail

 Inadequatecapital/lackoffunds-initial/operationcapitalmaybeinadequatetosustain/

run/expandduetolackofcollateral/security

 Poorinappropriatemarketing/strategies/leadingtolowsales/fewercustomers/

 Unfair/stiffcompetition

 Inadequate/lackofpoor/inefficientmanagementskills.Thebusinessmayhaveinsufficient

skillstooperate/manager
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 Lackofinadequatemanpower

 Thebusinessmaynothaveenoughmanpowertooperate/manage

 Lack/inadequatemoderntechnology/inappropriatetechnology.Thismayleadtoless

quantity/qualitygoods/services

 Unfriendly/poormanagementpolicies.Maybethegovernmentpoliciesareunfavourable

tothegrowth/explosionofbusiness

 Inadequate/lackofmarketduetolowincomeofbuyers/customers/culturalpractices/

beliefs

 Poorpricingwhichmightmaketheproduce/servicestooexpensivetoattractbuyers/too

cheaptosustainthebusiness

 Inappropriateproduct/businessfortheintendedmarket/

 Politicalinstability/insecuritythatmayhindersmoothrunningofthebusiness

 Poor/inadequateinfrastructurewhichmayhinderaccessthemarket/inputs/

 Lackofplanningtoaccommodatefuturechanges.

 Misallocation/misappropriationofresourcesleadingtowastages/misuseofresources.

 Poorcustomerrelation/careleadingtolossofmarket.

 Poortimemanagementwhichmaycauselossofbusinessopportunities/inabilitiesto

accomplishtasks

10. Explainfivewaysinwhicheffectivemanagementpracticesmaycontributethe

successofabusiness

 Properplanningisputinplacesothatgoodresultscanbeanticipatedandalso

accommodatefuturechanges.

 Relevantstrategiesmaybeestablishedsoastoachievedesiredresults.

 Settingcleargoalsandobjectivessoastoachievetheintendedresults.

 Providingandusingorganizationalresourcesefficientlyandeffectively.This

involvesbudgetingtoavoidwastageandmisuse.

 Propertimemanagementtoensuresetactivities(tasks)areaccomplishedwithin

therequiredtime.

 Goodsupplier/customer/employeerelationstoattractandretainthem(suppliers,

employeesandcustomers).

 Corporatesocialresponsibilityisfostered.Thisbuildsontheimageand

reputationofthecompany.

 Compliancewithlegalrequirementsinordertooperatesmoothlyandavoid

conflictwithlawenforcementauthorities.

 Motivationofemployeestoincreaseproductivity.

 Properorganizationtoavoidoverlap/duplicationofduties.

 Properdirectiontoensureactivitiesaregearedtowardsachievingthesetgoals.

 Identifyingtherequiredskills/trainingrelevantstaffforsmoothrunningofthe

organization

 Monitoring/evaluating/checkingthatplannedactivitiestakeplaceinorderto

achievedesiredresults.

 Properco-ordinationtoreduceconflicts.
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11. Amanufacturingfirmhasbeenconsistentlyreleasingtoxicwastesintothe

neighbourhood.outlinefourmeasuresyoucantaketostopthefirmfromsuch

malpractise

 Publicizethemalpractice

 TakelegalactionIsuethefirm

 ReporttoNationalEnvironmentalManagementAuthority(NEMA/Relevant

authority

 Educatetheneighboursontheirtights.

 Boycottthefarmproducts

 Carryoutdemonstrationsagainstthefirm.

12. Statefourreasonswhythegovernmentshouldcreateanenablingenvironmentfor

investors

 Tominimizecostofdoingbusiness

 Toopennewareas/hithertoneglectedbyinvestors(localforeign)

 Toexpandthetaxbaseandhenceincreaserevenue

 Toenhanceeconomicdevelopmentinthecountry

 Topromotepublic/privatesectorrelationship

 Tocreateemploymentopportunities

 ToincreasethelevelofNational/increaseproduct

 Toavailavarietyofgoodsandservices.

13. Jumaopenedupashopatmusikoma.Statefivebenefitsthecommunityaround

wouldbenefitfromthebusiness

 Theycanbuyfarminputsfromtheshop

 Theycanbuyconsumergoodsfromtheshop

 Theycangetgoodsoncredit.

 Theycansellsomeofthefarmproducetojumashop

 Theshopcanbeusedasacommunicationcentre.

 Theshopcanbeusedasafinancialcentre

 Jumacanofferemploymentopportunities

 Advicecanbeoffered

 Goodsarebroughtclosertothem
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14. Explainfivefactorsthatcontributetobusinesssuccessinthesociety

 availabilityofcapital.

 developedinfrastructure.

 availabilityofskilledlabour.

 governmentsupport.

 accesstomarkets/customs

 aggressivemarketing.

 propermanagementofthedebts

 availabilityofsecurity

 ideallocation

 faircompetition

 availabilityofrawmaterials/stock

 goodpublicrelations

 beingcreative&innovative/enterprising/technology

 properallocationofresources

 properrecordkeeping

 politicalstability

15.State4waysinwhichtheeconomicenvironmentmaypositivelyinfluencethe

activitiesofabusiness

 Thepricesofcommoditiesarelowleadingtoincreaseddemand

 Increaseinconsumersincomeshencehighdemand

 Ifthetaxesleviedongoodsarelowasitwillmakepricesofcommoditiestofall

 Ifbankschargelowinterestratesonloans,itencouragespeopletoborrowloans

andbuymoregoods

 Ifthereislowlevelsofinflationincreasingormaintaininghigherabilitytobuy

16. Explainfivewaysinwhichtheinternalbusinessenvironmentaffectsbusiness

operations

-Businessstructure/organisationaswellasdefinedstructuressetupallows

dutiestobeallocatedtotherightpeoplehencehigherproductivity

-Businesspolicies-Rulesthatarewelldefinedmakeiteasierforemployeesto

interpretthemaccordingly

-Humanresources-Welltrainedandexperiencedworkforcecanincrease

productivityofbusiness.Employeesneedtobepaidwelltopreventthemfrom

quittingforbetterpayment

-Financialresources-Availabilityofphysicalresourcescanensureefficient

operationofthebusiness

-Businessculture-Apositiverelationshipbetweenthebusinessandits

employeeswillmakethemperformintheirduties.Goodrelationship

withthecustomersincreasesdemandforitsgood

17.Explainfiveexternalbusinessenvironmentfactorsthatwouldinfluencethebusiness

negatively.
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Social/culturalbeliefsofthepeopleifthecultureisagainsttheconsumptionofthe

productbeingtraded/ifproductbeingtradedisagainstthevaluesofthepeople.

Politicaleffect;Politicalinstabilitymaymakebusinessfail/hightaxation/unconducive

legalsystemsarenotconduciveforbusiness.

Technologicalchanges;Failuretoadopthighlevelsoftechnologymayresulttopoor

quality/lowquantities.

Competition;Cutthroatcompetitionmayimpactnegativelytothebusiness/closing

down.

Lackofrequiredsuppliers–Businessmayexperienceshortages/irregularsupplies.

Economicenvironment–purchasingpower/inflation/Highinterestonloans/tariffsby

tradingpartnersboast/lowerdemandfortheproducts.

Legalfactors–changesinlaws/regulationmayrequirenewwaysofconducting

business/adjustmentsforbusinesstocontinue/operation.

Lackofintermediariestodistributegoodstoconsumers/maynotreach

consumers/leadingtolossofmarket.

SATISFACTIONOFHUMANWANTS.

1.State4characteristicsofbasicwants

 Onecannotdowithoutthem

 Theyarefeltneeds

 Cannotbepostponed

 Theyaresatisfiedfirstbeforesecondarywants

2.Highlight4characteristicsofcapitalasafactorofproduction

 Capitalisamanmaderesource

 Capitalcanbemovedfromoneplacetoanother

 Itcanreduceinvaluei.e.itssubjecttodeprecation

 Canbeimprovedthroughadvancementoftechnology

 Itsrewardisinterest

 Itisabasicfactorofproduction
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3.State4rewardsoflabourasafactorofproduction

 Salaries

 Wages

 Fees

 Commission

 Royalties

4.Outline4difficultiesfacedinsatisfactionofhumanwants

 Theyaretoomanytosatisfy

 Theyarehabitual

 Theyarerepetitive/recurring

 Theychangewithtime,age,gender

 Limitedresourcesrequiredtosatisfythem

 Problemofdecidingwhichonetosatisfy

5.State4reasonswhyconsumershavetomakechoicesbetweencompetingwants

 Becauseofawidevarietyofneeds

 Differenttastesandpreferences

 Differentpricesofgoods

 Limitedresources/income

6.State4waysinwhichafirmcanimprovetheproductivityofitshumanresource

 Provideworkerswithmoreeducationandtraining

 Payworkerswell

 Promotingworkers

 Providemedicalcare

 Ensuregoodrelationshipwithmanagers
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 Providinggoodworkingenvironment

 Provideworkerswithgoodtoolsofequipment

7.7Outline4waysinwhicheconomicresourcesareusefultoKenya

 Theyhavemoneyvaluethuscanbesoldandthemoneyusedtodevelop

theeconomy

 Theycanbecombinedtoproducemoreusefulgoodsforthecountry

 Theycanbeusedtocreategoodsandservicesthatsatisfyhumanwants

 Theyleadtoeconomicdevelopmentofthecountry

8.Statefourdifficultiesconsumersfacewhensatisfyinghumanwants

 Humanwantsaretoomanytobesatisfiedfully

 Resourcestosatisfythemarescarce

 Humanwantsreccurandtheyrequirefreshresourcestosatisfythem

 Humanwantsarecompetitivethereforefacedwiththetaskofdeciding

whichwantwillbesatisfied

 Humanwantsarecomplimentaryandrequiremoreresourcestosatisfy

them

 Theychangewithtime,ageandgender

9.Mention4featureswhichqualifiesfoodasaprimarywant

 Cannotbepostponed

 Requiredforsurvival

 Itisafeltneed

 Satisfiedfirstbeforesecondarywant

 Cannotbefullysatisfied

10.Outline4reasonstoaccountforcontinuousexistenceofdirectproductionin

modernsociety
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 Requireslesscapital

 Lackofentrepreneurialskills

 Culturalbackground/beliefs

 Poortechnology

 Provideselfemployment

 Leadstoindependence

11.State4characteristicsoflaborasafactorofproduction

 It’sahumanresource

 It’sabasicfactorofproduction

 Itssupplycanbevaried

 Itsqualitycanbeimprovedthrougheducation,trainingandexperience

 Itsrewardissalaries,wages,commission,feesandroyalties

 Itcannotbestoredielabourisperishable.

 Laborismobilethatiscanmovefromplacetoplace

State4reasonswhyshelterisabasicwant.

 Provideswarmthtothebody

 Preventsdiseases

 Preventsmanagainstadverseweather

 Forstorageofbasicitems

 Forsurvival

 Providesspaceforrelaxationandsleeping

12.State4characteristicsofhumanwants

 Theyareinsatiable

 Theyarecompetitive

 Theyarerecurrent
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 Someareuniversal

 Theyvaryinintensityandurgency

 Theyarehabitual

 Theyrequireresources

13.State4reasonswhyconsumerstrytosatisfybasicwantsbeforesecondarywants

 Consumershavelimitedresources

 Basicwantscannotbepostponed

 Basicwantsarefeltneeds/urgent

 Basicwantsareamustforsurvival

14.State4occupationsapersonmayengageinattheprimarylevelofproduction

 Fishing

 Farming

 Mining

 Lumbering

 Quarrying

15.State4waysinwhichclothingsatisfieshumanwants

 Itprovideswarmth

 Ithidesnakedness

 Itprotectsanindividualegfrominsectbites

 Itmakesapersonpresentable/lookgood

 Itprotectsfromdiseases

16.Highlightfourwaysinwhichafirmcanimprovetheproductivityofitshuman

resources

 Trainingtheworkers
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 Remuneratingtheworkersaccordingtotheirjobs

 Providingworkingtoolsandequipments

 Providinggoodworkingconditions

 Allowingworkerstotakepartinsomedecision-making

 Givingpromotionstodeservingworkers

 Promotinggoodworkingrelationshipbetweenworkersandmanagement

17.Highlightfoursituationsinwhichtheopportunitycostconceptmaybeused

 Whereresourcesarescarce

 Wherewantsaremany

 Wherewantsarecompatible

 Wherewantsvaryinurgencyandintensity

18.Statefourfeaturesofeconomicresources

 Theyarescarce/limitedinsupply

 Theyhavemonetaryvalue

 Theyareunevenlydistributed

 Theyarecomplimentary

 Theyhaveutility

 Theycanchangeownership

19.Outlinefourbenefitsaccruedfromapplicationofmoderntechnologyinthe

productionsector

 Reductioninthecostofproduction

 Increasedvalueofoutput

 Highqualityofoutput

 Possibletostandardizeoutput

 Enhancesefficiencyandaccuracy
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 Fasterproductionprocesstherebysavingontime

20.Explainthebenefitsofindirectproductiontoaconsumer

 Varietyofproductsareavailedinthemarketleadingtomorerangeof

choice

 Allowsforexchangeofproduct

 Encouragesspecialization-leadingtoproductionofhighqualityproducts

 Resultsinsurplusproductionhencenoshortages/productsarecheaper

 Promotescompetitionleadingtoproductionofhighqualityproducts

 Leadstointeractionsthereforepromotingpeaceandunderstanding

21.Explainfivebenefitsthatmayaccruetoaproducerwhoencouragesdivisionof

labourandspecialization

 Outputperworkerisincreased

 Itsavestimeduetouseofmachines

 Itencouragesinventionsandinnovations

 Enablesworkertoengageintradewhichhe/sheisbestat

 Leadstoproductionofqualitygoodsandservices

 Itleadstomechanization/useofmachineshenceeasingwork.

 Withspecialization,aworkercanengageinatradewhichshe/heisbest

talentedorsuited.

22.Explainfourtypesofutilitiescreatedbyproduction

 Formutility–Thisischangingtheformofacommoditybyconvertingraw

materialstofinishedgoods.Itisdonethroughprocessing/manufacturing.

 Timeutility-Thisiscreatedwhenagoodisstoreduntilwhenitis

needed..donethroughstorageorwarehousing

 Placeutility–Thisismovementofgoodsandservicesfromoneplaceto

another.Donethroughtransportation

 Possessiveutility–Referstotransferofownershipofgoodsandservices
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fromonepersontoanother.Donethroughtrade,gifts

23.Highlightfourmeasuresaconsumermayundertaketosatisfytheunlimitedwants

 Hastomakeachoice

 Haveascaleofpreference

 Shouldconserveresources

 Shouldhaveopportunitycost

 Shouldinventnewproducts

24. Highlight4reasonsformakingchoicesbetweencompetingwants

 Limitedresourcestomeettheneeds

 Theyarecomplementaryi.e.ifyousatisfyone,itleadstoneedoftheother

 Somehumanwantsrecur

 Theyareinsatiablei.e.cannotbesatisfiedfully

 Theykeeponchangingwithage,educationlevel

 Theyarecompetitive

 Differentpricesofgoods

25.Explainfivefeaturesofhumanwantapartfromthefactthattheyrequireresourcesto

satisfy.

(i) Theyareinsatiable/endless/unlimited-Thesatisfactionofonehumanneedleads

totheneedtostillhaveitbutinamoreimprovedway.Onehasacar,for

instancebutstillworkshardtobuyabetterone.

(ii) Someareuniversal-somehumanwantslikefoodandclothingarecommontoall

humanbeings

(iii)Theyarecomplementary-Somehumanneeds,oncesatisfiedwillrequirethat

othersarealsosatisfiedsoasforittoworkorserveitspurpose.Forinstanceif

onacquiresacar,heorshemustbuyfuelsothathecarcanrun.

(iii)Theyarerepetitive/recurrent-Somehumanneedslikehungercanonlybe

satisfiedtemporarily

(iv)Theyarehabitforming/addictive-useofcertaingoodstosatisfysomeneeds

mayleadtodependenceonsuchsubstances

(v) Theyvaryinurgencyandintensity-Somehumanwantsaremoreurgentthan

others
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(vi)Theyaredynamic-Humanneedschangewithtime,age,healthstatus,social

andeveneconomicstatus

(vi)Theyarecompetitive-Humanwantsalwayscompeteforattention.Eachwould

liketobesatisfiedfirst.

26.Explain5characteristicsofeconomicresources

Haveutility–theyhaveabilitytobeused.

Havemoneyvalue–Theyhaveavalueatwhichtheycanbeexchangedforownership.

Havealternativeuse–Theycanbeputintodifferentuses.

Scarceinsupply–Theyarenotavailableinsufficientquantities.

Canbecombined–Theycanbecombinedsoastoproducedifferentgoodsand

services.

Canchangeownershipfromonepersontoanotherthroughsale.

Canbecomplementary–Differentresourcescanbeusedtogether.

Theyaredistributed–theyareavailableinvaryingquantitiesatdifferentplaces;

27.Explainsomeoftheproblemsencounteredbyconsumersastheytrytosatisfytheir

wants.

M̠eans/resourcesofsatisfyingtheirwantsarelimitedduetoscarcity.

W̠antskeeponrecurring.

W̠antsarehabitualandhencerequireonetocontinuelookingforresourcestosatisfy

them

S̠omewantsareessentialforsurvivalthuscannotbepostponed.

W̠antschangewithage,timeandgender.

S̠omewantsarecomplimentary-satisfactionofonewantrequiressatisfactionof

another.

C̠ompetitivenatureofsomewants.

W̠antsarenumerous/unlimited.

PRODUCTION.

1.Statewaysinwhichasocietybenefitsfromindirectproduction

 Betterqualitygoods

 Availsavarietyofgoods

 Highproductioncapacity/massproduction

 Betterutilisationofresources

 Facilitatesexchange/trade

 Goodsbecomecheaper

 Leadstohighstandardsofliving
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 Createsemployment

 Leadstospecialisation/betterskills

2.Outlinewaysinwhichtheproductivityoflandcanbeincreased

 Irrigationtogetperennialoutput/continuousoutput

 Usingfertilizerstoincreaseorrestoresoilfertility

 Afforestationtoprotectsoilandattractrain

 Croprotationtoensurethatsoilnutrientsarenotexhausted

 Furrowingtorejuvenatetheland/landleftuncultivated

 Mechanisationtofacilitatelandcultivation/useofmachinery

 Reclamationtomakelandhithertounproductivetomoreproductive

 Pestcontroltoreducedamage

 Landtenuresystemtoensureeconomicallyviablepieceoflandexists

 Toprotectsoilthusavoidsoilerosion

3.Listthebenefitsthatsubsistenceproducermaygetbyparticipatinginproduction

 Earninganincome

 Willbeselfemployed

 Gettingwhathedoesnotproduce

 Hemayimprovehisskills

 Disposingoffhissurplus

 Hislivingstandardswillbeimproved

 Hewillproducegoodsofhighquality

 Hewilldomassproduction

4.Statefunctionsofanentrepreneurinproduction

 Organisesthefactorsofproductioncontrols/plansevaluates/coordinates

business

 Providesfactorsofproduction(landlabourandcapital)

 Makesdecisions

 Paysfortheuseoffactorsofproductionsuchaswages,salaries,interest

 Takestherisks

 Identifiesbusinessopportunity/startsbusiness

5.GivereasonswhyKenyashouldusemethodsofproductionthatrelymoreon

labourthanmachinery

 Machinesareexpensive/labourischeap

 Maintenanceofmachineisexpensive

 Itwilleaseunemployment

 Itwillsaveforeignexchange

 Labourisabundantlyavailable
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6.Classifyeachofthefollowingproductionactivitiesaseitherprimaryortertiary

Activity Levelofproduction

Diggingclaysoil Primary

Constructionofabridge Secondary

Sellingofashop Secondary

Growingvegetables Primary

Transportationofmedicine Tertiary

7.Highlightfourwaysinwhichanentrepreneurcontributestotheproductionofgoods

 Identifiesviablebusinessopportunities

 Providesguidelinesonhowproductionshouldbeorganized/take/place/Coordinate

 Providesthecapitalnecessarytocarryonproduction

 Hire/rewardsallotherfactorsofproduction

 Bearsalltherisks/incurslosses/enjoysallprofits

 Decideshow/where/when/whattoinvestthebusiness

 Provides/avails/assembles/marshalsotherfactorsofproduction

8.Outlinefourreasonswhyproductioninthesubsistencesectorisusuallylow

 Doesnotinvolveexchangeandthereforenosurplusproduction

 Thereislimiteduseofmoderntechnology

 Thereisuseoflesscapital

 Productionisdoneonsmallscale

 Thereislimiteduseofmachines

9.Outlinefourreasonswhyamulti-nationalcompanymayprefersettingupaproductionunit

inadevelopingcountryinsteadofexportingfinishedgoodstothecountry

 Takeadvantageofcheaplabourinthecountry

 avoidpayingtaxonthegoodsthatwouldotherwisebeimports

 Totakeadvantagesofsuitablerawmaterialsinthecountry

 Tomakeproductscheaperhencemoresales
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 Tomaketransportcheaper

10.Namethefactorthateachofthefollowingresourcesrelateto

Resources Factorofproduction

Manager

Vehicle

Cotton

Water

Owner

Labour

Capital

Land

Land

Entrepreneur

11.Outline4characteristicsofdirectproduction

 Productivityusuallyonsmallscale

 Usuallyforownconsumption

 Productionisnotforthemarket

 Usesimplemethodofproduction

 Lowqualityofproductsproduced

12.Listfourfunctionsofentrepreneursasafactorofproduction

 Identifiesviablebusinessopportunity

 Combinetheotherfactorsofproduction

 Providescapitalrequiredtocarryoutproduction

 Employsandrewardsotherfactorsofproduction

 Hebearsalltherisksandlosses

 enjoystheprofits

 Hemakesallthedecisionsonthebusiness

 Hecontrolsandmanagesthebusiness

13.State4waysinwhichproductionactivitiesmaynegativelyimpactoncommunityhealth
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 Airpollutioncauseairbornediseases

 Waterpollutioncauseswaterbornediseases

 Congestion–Congestioncreatedasmorepeoplecometolookforwork(job)

 Noise–pollution–causingharingfacilities-demandforhealthfacilitiesincrease

 Solidwastepollution–causingmanydiseases

 Environmentaldegradation-Thismayleadtohealthproblems

 Socialevilse.gimmorality

 Occupationalhazards

 Unhealthyproduction

 Globalwarming

14.Highlightfourfactorsthatcouldinfluencemobilityofcapitalasafactorofproduction

 Differentusesinwhichcapitalcanbeputto/degreeofspecialization

 Amountofcapitalavailable

 Skillsofknowledgeavailabletooperatecapital

 Governmentpolicy

 Governmentgoodwill(support)

 Timetakentomodify

 Rewardoffered

 Securityinthenewlocation

 Natureofcapital(fixedorliquid)

 Costofmovingthecapital

 Timethecapitalhasbeeninthecurrentuse

 Infrastructure

15. State4advantagesofdivisionoflabour

 Developmentofindividualskills.

 Increasedoutput.

 Productionofstandardizedgoods.

 Maximumuseofmachinery.

 Developmentofnewtalents.

 Encouragesinvention/innovation.

 Savestime.

 Lessuseofmentalandphysicaleffort.

 Highqualitygoods/servicesproduced/offered.

 Increasesemploymentopportunities.

 Reducestrainingtime.

 Facilitatesplanningandmanagement.

16. Statefourfactorsthatmayaffectthegeographicalmobilityoflabour

 Unfavorableclimaticconditions

 Languagebarriers
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 Jobsecurity

 Relocationcosts

 Inadequateinformationaboutjobopportunitieselsewhere.

 Socialtips/relatives!family

 Securityoftheplace

 Politicalstability

 Governmentpolicy(immigrationrules)

 Age

 Socialamenities(schools,hospitals)

 Costofliving

 Availabilityofinfrastructure

 Rewards(salaries,

17. Explainfivebenefitsofdivisionoflabourtoanorganization

Lesstimeisspentincompletingajob/savestime/faster/quicker/speedier.

Thereislessmovementbyworkers.No/minimalchangingfromdoingonework

toanother.

Increasedproduction/quantity/output-Peoplebecomemoreexpert/specialistat

theirjobsastheydoitrepeatedly(henceincreasingproductivity)

Standardizedgoods/uniformgoods-Goodsproducedareofuniformqualitydue

touseofmachines/workcanbeautomatedleadingtolowercostsof

production/makingworkeasier/efficient.

Better/improved/enhancedmanagement-Thisfacilitatescontrol/co-

ordination/Planning/directing/accountability/staffing/evaluation/organization/su

pervision.

Highqualitygoods/serviceproduced-Peopleconcentrateindoingjobsfor

whichtheyarebestsuited(whichimprovequalityofoutput)/repeatingsame

task/repeatingsametask/specialization.

Increasedcreativity/invention/innovation-theorganizationmaytapworkers
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talentsandskillswhichmayhelptomodifyexistingproducts/developnew

products/initiatenewmethodsofproduction/technology/discovernewmarkets.

Improvedefficiency–duetobetteruseofresources/improveimage/reputation

oftheorganization

18. Statefourcharacteristicsofindirectproduction

 Goodsareproducedforsale/market.

 Goodsareproducedinlargequantities/surplus

 Thereisspecializationinproduction.

 Highqualitygoodsareproduced.

 Moderntechnologyisextensivelyused/machines

 Promoteinterdependence

19. Outline4waysinwhichlandinfluencesthelocationofindustries

 Costoftheland

 Governmentpolicyonlandutilization

 Natureoftheland/terrain

 Proximitytoauxiliaryservices

 Availableroomforexpansion

20. State4occupationsengagedintertiarylevelofproduction

 Nursing

 Hairdressing

 Teaching

 Transport

 Communication

 Warehousing

 Insurance

 Banking

21. Giveanyfourreasonswhyoccupationalmobilityofskilledlaborislow

 Costofretrainingistoohigh

 Fearofunknown

 Periodoftrainingislong
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 Lackofinformationaboutopportunitiesinotheroccupations

 Professionalbarrierstojobentry

ENTREPRENEURSHIP.

1.Whatarethefactorsthathavecontributedtothegrowthofentrepreneurshipin

Kenya.

 needtoexploittalent

 highmarketavailability

 growthinawareness

 improvedsecurity

 improvedinfrastructure

 Needtobeownboss

 Availabilityofsourceoffinance

2.Outlinefourreasonsforestablishmentofabusinessenterprise

 Profitgeneration/maximization

 Creationofemployment

 Provisionofgoodsandservices

 Forprestige/enhancingownimage

3. Statefourreasonstoconsiderwhenevaluatingaviablebusiness

opportunity

 Potentialprofits

 Availabilityofmarket

 Availabilityofrawmaterials

 Amountofcapitalrequired

 Levelofcompetition

 Security

 Governmentpolicy

 Levelofdevelopmentofinfrastructure.

 Futuregrowth

 Acceptancebythecommunity

 Costofcapital

 Abilitytomanage

4.Asurgeonsetupaclinicinadistantruralcentre.Thebusinesswasclosedafter

sixmonths. Identifyfourpossiblecausesforthefailure

 Inadequatecapital

 Poorworkingstrategies

 Unfavorablegovernmentpolicies

 Insecurityinthearea
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 Inadequateacademicandtechnicalknowledge

 Inadequatebusinessmanagementknowledge

 Inadequatedemandmarket

 Poorrecordkeeping

 Poorcustomerrelations

 Largedrawingsfromfirm

 Lackofselfdisciplineandpoormoralcharacter

 Poorplanning

 Changesintechnology

 Changesinbusinessenvironment

6. StatefourreasonswhythegovernmentofKenyaisencouragingentrepreneurial

knowledgeinschools

 Toreducerateofunemployment

 Equiplearnerswithentrepreneurialskillsandknowledge

 Createinformedpopulationoncommercialactivities

 Learnerstobeabletoutilizelocalresources

 Enablelearnerstobeselfreliant

7.Identifyfourbenefitsofentrepreneurshiptothedevelopingeconomiessuchas

Kenya

 Promotesjobcreation

 Promoteproductionofawidevarietyofgoods

 Improvesinfrastructureofacountry

 Promoteshealthycompetitionhenceproductionofhighqualitygoods

 Enhancesfullexploitationofacountry’sresource

 Promotesindustrialdevelopment

 Providesconsumerwithvarietyofgoods

 Promotessavingsandinvestments

 Raisesthelivingstandardsofcitizens

 Reductionofruralurbanmigration

 Itsavesthecountryonimportationofgoods

 Leadstopromotionofentrepreneurialculture

 Reducesforeigndominanceoftheeconomy

9.Identify4gapsthatmaycreateabusinessopportunityinthemarket

 Poorqualityproducts

 Inavailabilityofproducts

 Unaffordableprices

 Poorservices

 Insufficientquantities

10.Outline4factorsthatmayhinderentrepreneurshipinKenya

 Degenerativecultures
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 Insufficientsupportandgoodwillbythegovernment

 Lackofrolemodelentrepreneursinsociety

 Lackoffinancialsupport

 Lackofentrepreneurialculture

 Lackofbusinessskills

 Stiffcompetitionfromoutsidethecountry.

 Poorinfrastructuresuchaspoorroadnetwork.

11.State4rolesofanentrepreneurinproduction

 Providescapitalrequiredforproduction

 Combinesotherfactorsofproduction

 Identifiesviablebusinessopportunities

 Employsandrewardsotherfactorsofproduction

 Hebearsallrisksandlosses

 Hemakesalldecisionsonthebusiness

 Hecontrolsandmanagesthebusiness

12.State4problemsthatmaybefacedbyentrepreneurswithoutbusinessplan

 Theentrepreneurwillcommittomanymistakesorerrorsinthebusiness

operations.

 Theentrepreneurwillnotbeabletoidentifystrengthsandweaknessofthe

business.

 Thebusinesswillnotbebeabletomeettherequirementsbythe

financiersbeforetheyprovidefinance.

 Therewillbepoorallocationofresources

 Theentrepreneurwillnotbeabletodeterminethefinance/capitalthatis

requiredbythebusiness.

 Theworkersofthebusinessmaynotbemotivated
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13.State4sourcesofbusinessideas

 Newspapers

 Showsandexhibitions

 Magazinearticles

 Hobbies

 Listeningtowhatpeoplesay

 Spottingamarketgap(niche)

 Surveys

 Vocationaltrainingandexperience.

 Listeningtowhatpeoplesay

 Wasteproducts

14.Highlight4measuresthatthegovernmentmaytaketoencourage

entrepreneurshipinthecountry

 Offeringsubsidiestoentrepreneurs

 Providingsecurity.

 Providingtaxincentivesandtaxholidays.

 Fundinginstitutionsthattrainentrepreneurs.

 Improvinginfrastructuralfacilities.

15.Highlight4factorsthatfavourentrepreneurialgrowthinKenyatoday

 Availabilityofgoodrolemodels

 Favorablegovernmentpolicies

 Availabilityofappropriatetechnology.

 Appropriateeducationsystem.

 Easyaccesstoloans.

 Goodinfrastructure.

 Availabilityofmarket.

 Entrepreneurialculture
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16.State4advantagesofbusinessplantoabusiness

 Enhancescommunicationinafirm

 Helpsdeterminetheamountoffinancerequired

 Helpsidentifythestrengthsandweaknessesofthebusiness

 Usedtoevaluateperformanceofthebusiness

 Usedtoattractexternalfunding.

 Testsbusinessideasonpaper.

 Properallocationofbusinesssources

 Motivatesworkersandmanagement

17.Mention4componentsofagoodbusinessplan

 Nameofthebusiness

 Producttobesold

 Personneltomanagethebusiness

 Amountoffinancerequired

 Markettobeserved

 Typesofemployeesrequired

 Summaryoftheplan

18.ThegovernmentofKenyathoughtheMinistryofTradeandIndustryhas

developedpoliciestopromoteentrepreneurship.Explainfiveimportanceofsuch

initiativetotheeconomyofKenya

 Creationofemployment.

 Exploitationofresources

 Promotionoftechnology.

 Promotionofentrepreneur/culture.

 Formationofcapital/joining.

 Increaseofconsumers’choice.

 Developmentofinfrastructure.

 Foreignexchangeearningsandconservation
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20. Entrepreneurshipisbecomingthedrivingforcebehindmosteconomiesinthe

worldandmostgovernmentssupportit.Explainwhyentrepreneurshipisimportantto

theseeconomies

 Creationofemployment/jobsbyabsorbingpeoplewhowouldotherwisebe

jobless

 Formationofcapitalthroughprofitswhichmaybeusedtoexpandthe

business

 Reducingrural-urbanmigrationasbusinessesinruralareaoffer

employmentopportunities

 Raisingstandardsoflivingthroughreceiptofsalariesandwagesaswell

asavailingavarietyofqualitygoodsandservices

 Savingonimportsasentrepreneursareabletoproducegoodandservices

thataresubstitutestoimports

 Improvinginfrastructurethroughimprovementofroadsandsecuritybythe

government

 Reducingforeigndominanceoftheeconomybyincreasingtheparticipation

oflocalentrepreneursinvariousbusinessactivities

 Makinguseoflocalresourceswhichwouldotherwisebeidleorthoughtto

beawaste

 Promotionoftechnologythroughtheentrepreneurscreativityand

innovation

 Promotionofentrepreneurialculturebyusingsuccessfulentrepreneursas

rolemodels

21.ExplainfivefactorsthatmayhinderentrepreneurshipdevelopmentinKenya

 Culturalpracticesthatdoesnotallowindividualstobesuccessful

 Teachersdonotencouragetheirstudenttobeentrepreneurs

 Lackofrelevantbusinesscoursesinschools

 Lackofrolemodelsinthesociety

 Peergroupinfluencethewaypeopleact

 Lackoffinancialandbusinessconsultancyinstitution

 HIV/AIDSisbecomingade-motivatingfactor

 GenderdiscriminationinmanyAfricantraditions

22.Explainanyfivereasonswhyanewbusinessmayfail

 Wrongchoiceofbusiness:Evaluateyourbusinessintermsofacceptability,

finance,time,markete.t.c.

 Availabilityoffinancesandinadequatefinances:Businesstaketimebefore

theycangenerateprofits.Itisthenimportanttohaveenoughmoney

 Failuretounderstandthemarket:Youneedtounderstandthemarket

trendse.g.areaproductseasonal,targetconsumers,competitorse.t.c.

 Poorpricing:Nottoolowastorealizelossesandnottoohighforthetarget

consumers

 Competition:Alwaystrytostayaheadofyourcompetitorsbydoingthe
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normalthingsinadifferentandappealingwaye.g.packaging

 Ignoringconsumersneeds:alwaysstrivetosatisfyyourcustomers

 Poorlocation

 Poorplanning

 Ineffectiveorpoormarketing

 Poortimemanagement

 Poorrecordkeeping

 Poormanagementoffinances

 Poorpublicrelations

 Lackofcreativityandinnovation

23. Explainanyfivefactortobeconsideredwhenevaluatingabusinessideas

 Profittobeearnedinordertocoveralloperationalexpenses

 Technologytobeusedinproducingtheproduct

 Availabilityofmarket/demandwhichshouldbeadequate

 Governmentpolicy/legalrequirementwhichshouldbefavorable

 Channelofdistributiontoensuretheproductsisavailableinthemarket

 Competitionwhichshouldbefair

 Capitalwhichshouldbeadequatetostart

 Input/supplieswhichshouldbeminimal

 Paybackperiodwhichshouldbereasonableinrelationtoamountsinvested

24. ExplainfivewaysinwhichthegovernmentofKenyacanpromoteentrepreneurial

developmentinhereconomy. (10marks)

 improvementofinfrastructuralfacilitiesintheeconomy

 Beefingupsecurityintheeconomy

 Enactinglawsthatfavors/promotesregistrationofbusinesses

 Fixingpricecontrolsforbasicnecessities

 Offeringincentivestobusinessesi.e.taxholidays

 Extendingcreditfacilitiestolocalentrepreneurial/givingsoftloans

 Protectinglocalindustriesfromexcessiveimportationofforeigngoodsand

 services/foreigntraders

 Creatingfaircompetitivebusinessenvironment

25. Explain5factorsthathinderentrepreneurialactivities

Unfavorablegovernmentpolicieswhichtendtodiscourageestablishmentof

businessese.g.hightaxation

Poorinfrastructurewhichdiscouragesmoothrunningofbusinesses
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Lackofadequateknowledgeandskillstostartandmanagebusinesses

Lackofmarketwhichdiscouragesestablishmentofnewbusinesses/continuationof

theexistingones

Inadequateresourcestostart/runbusinessessmoothly

Stiffcompetitionwithcheapandhigherqualityimportsmakingdemandforlocalgoods

todeclinehenceclosureoflocal

businesses

Politicalinstabilitycreatingapoorenvironmentforbusinessestostart/thrive

Unfavorableculture-somevaluesandnormsdiscourageestablishmentofbusinesses/

consumption

26.Explain5circumstancesunderwhichanentrepreneurwouldprepareabusiness

plan

Whenattractingfunding-itisusedtoattractfundingfrompotentialinvestorsand

lendersasisjustifiestheviabilityofthebusiness.

Whenonewantstoavoidmistake-itminimizestheimpactofdisruptionofbusiness

activitiesasaresultofunforeseencircumstancesb7yanticipatingchallengesand

possiblesetbacks.

Whenonewantsablueprintforstartingandoperatingabusiness.-Itguidestheowner

/management‘sdecisionandactionsondaytodaybusiness.

Whenatoolforevaluationisrequired-Itisusedtoevaluatebusinessperformanceto

seeifit‘sachievingthesetobjectives

Whentheownerswantstodeterminethefinancesrequiredtostartthebusiness

Whenidentifyingcustomers.-Itenablesonetotargetappropriatecustomerstobuy

theproduct

27.Explain5challengesthatmaybeexperiencedbyanewentrepreneurinKenya

I̠nadequatecapital/fundstosustain/expand.

I̠nadequateskills/poormanagement.

U̠nfriendly/poorgovernmentpoliciese.g.hightaxeswhichareunfavourabletothe

growth/expansionofthebusiness.

P̠oorinfrastructure/poorroadswhichmayhinderaccesstomarketsorinputs.

I̠nappropriatetechnologywhichmayresultsinlessquantityorpoorqualityproducts.

U̠nfaircompetition.

I̠nadequatemanpowertorunthebusinesseffectively/laboursupply.

P̠oorpricingwhichmightmaketheproducttobetooexpensivetoattractbuyerortoo

cheaptosustainthebusiness.
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OFFICE.

1.Highlight4qualitiesofaneffectiveofficemanager

 Shouldbeabletoleadhis/herstaff

 Shouldbeabletomakewisedecisions

 Shouldhaveastrongcharacter

 Shouldbeadisciplinedperson

 Shouldbepleasantandpolite

2.State4advantagesoflandscapeofficelayouttoanorganization

 Givegoodimpressionofanorganization

 Createsanattractive/condusiveworkingenvironment

 Supervisionofworkersiseasysincethemanagermaybeataraised

ground.

 Lowconstructioncost

 Easylocationofworkers

 Staffmovementisminimumhencesavingtime

 Lowmaintenancecost

 Savingoffloorspace

 Promotesteamworkamongemployees

 Discouragesabsenteeismofemployees

 Promotessharingofofficeequipmenttherebyreducingthecostofbuying

more

3.Name4featuresofalandscapeofficelayout
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 Modernfacilities

 Internaldecorations/flowerlylook

 Singleofficemayserve/housemanyworkers

 Entertainmentfacilitiese.gvideoshows

 Coversalargespace

4.Statetheusesofthefollowingofficemachines

o Guillotine-trimmingdocumentsintorequiredshapesandsizes

o Foldingmachine-foldinglettersandsealingenvelopes

o Frankingmachine-printingpostageimpressionsonenvelopes

o Papershredder–fordestroyingunwanteddocuments

o Composite-tofolddocumentsplacetheminenvolopesandsealthem

5.List4reasonswhymostfirmsstillpreferclosedofficelayouttoopenone

 Thereislessnoise

 Itpresentsaconduciveworkingenvironment

 Itconfersstatustotoplevelemployees

 Thereisprivacyforconfidentialdiscussions

 Providessecurityforvaluableandsensitiveitemssuchasdocumentsand

cash

 Airconditioning,lightingandheatingintheroommaybecontrolled

accordingtotheneedsoftheoccupant.

 Itiseasiertomaintain

6.Mostorganisationstodayhavecomeupwithcustomercaredesks.Outline4

functionsthattheyplay

 Advisemanagementonissuesandcomplaints

 Attendtoanyenquiry

 Buildconfidenceinclients(efficientservice)

 Attendtocomplaints

 Ensurethatclientsareattendedtofastenough

State4waysinwhichitcomputerizationcontributestothesuccessofanorganization.

 Ithasenableglobalization

 Ithasmadecommunicationfaster.

 Ithasreducedpaperwork.

 Hasassistedindatastorageandinventorycontrol.

 Itfacilitatesmarketresearchactivities

 Makesiteasytheperformanceofanycomplexmathematicprocedure

 Aidinsecuritycontrols

7.Highlight4advantagesofusingafrankingmachineinanorganisation

 Canbeusedtoprintmessages

 Canprintaccuratepostageamounts

 Lessenstheft/misuseofloosestampsbyemployees
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 Minimizeslossofstamps

 Producesneatwork

8.State4reasonswhythecomputerisincreasinglybeingusedforreproducing

documentsinanofficeinsteadofatypewriter

 Producesneatdocuments

 Fasterinproducingdocuments

 Easiertomanipulatedocumentsincomputers

 Requireslessphysicaldocuments

 Computersareefficientorfasterinproducingdocuments

9.Outline4meritsofreplacingmanualsystemswithautomatedonesincarryingout

officeactivities

 Theyarelaboursaving

 Faster(savestime)

 Theyareaccurate

 Presentableoutput

 Controlfraud

 Uniformityofoutput

10.State4measuresthatcanbetakenbyanofficetosafeguardthepropertyofthe

organization

 Keeprecordstotheassetsmovements

 Takinginsurancecover

 Enhancingsecurityagainsttheftegbyemployingwatchmen,installing

securitylightsandfencing

 Ensuringphysicalcarebypeopleusingtheproperty

 Properrepairsservicingandmaintenanceofequipments

 Keepingrecordsofmovementandusageofeachoftheproperty.

 Issuedirectivesontheiruse

 Keepproperrecordsontheassetsacquired

 Control/expenditureonassets

 Formulatessystemsandpoliciesregardingassetsauthorization

11.State4waysinwhichofficeequipmentmayfacilitatetheoperationsinan

organization

 Islaboursaving

 Reducesfirm’slabourrelatedproblemse.gunrest

 Workproducedisofhighqualityandpresentable

 Speedsuprateofproduction

 Improveslevelofaccuracy

 Lowerscostofproduction

12.State4circumstancesunderwhichanorganizationmaychoosetoselloutan
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officemachine

 Whenitisexpensivetomaintain

 Whenitcannotadopttoanewtechnology/changesinthebusiness

 Whenithasbecomeabsolete/outdated

 Ifitlackssparepartsforrepair

 Ifitcannotcopewithincreasedworkload

13.Highlight4disadvantagesofusingmoderntechnologyinproduction

 Mayleadtolossofjobs

 Expensivetoaffordandmaintain

 Pollutionoftheenvironment

 Harmfuleffects/accidents

14.State4characteristicsofagoodfilingsystem

 Easytoaccess

 Shouldbecompact-notoccupytoomuchspace

 Shouldbesafe

 Shouldbeeconomical-notexpensivetostartandmaintenance

 Shouldbeexpandable

 Shouldbesimpletounderstandandoperate

 Shouldbeelastic-flexiblei.ecancaterforfuturechangesorexpansion.

 Shouldbeeconomicalonspace

15.State4moderntrendsinofficemanagementinKenya

 Useofcomputersinmostorganizations

 Mostorganizationshaveintroducedcustomercaredesks

 Useofmobilephones/cellphones

 Mostofficeshaverelocatedfromurbansettingtosub-urbanareastoavoid

trafficjams

 Mostofficeshaveadoptedlandscapeofficelayouts

16.Namefourequipmentthatcanbeavailableintheaccountsoffice

 Addingmachine

 Cashregister

 Calculatingmachine

 Accountingmachine

 Computer

 Moneycountingmachine.

17. Identifyfourqualitiesofapersonalsecretary

 loyal

 abletoworkforlonghours

 qualifiedinsecretarialduties

 goodplanner
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 abletokeepsecrets

 goodcommunicationskills

 goodgrooming

18. Givefourcharacteristicsofagoodmemo

 Properlyaddressed

 shouldbedated

 shouldbeprécised

 Mustcontainthemainobjective/massage

 Besigned

19. Outlinefourdutiesofacompanysecretary

 Providelegaladvice

 Writingminutesofboardmeetings

 Maintainsconfidentialrecordsoftheorganization

 Maintainsandupdatesorganizationslegalregisters

 Ensurescompliancebytheorganizationwithlegislationorlaw

 Preparationofcontracts,leasesandotherlegaldocuments

 Interpretslawandlegalnoticestothedirectors

20.. Mwitahasintroducedcomputersinhisbusinessoperations,outlinefourbenefits

thathemayexperience

 Fast/quick

 Storelargeamountofinformation/data

 Largeoutput

 Qualityoutput/standardoutput

 Saveonlabour

21. Highlightfourwaysinwhichanopenofficelay-outcancontributetoefficiencyin

officeoperations

 Easytosupervise

 Cheaperastherearenopartions

 Movementsarefaster

 Sharingofideas

 Workisdoneinunity

 Sharingofequipment

 Officecanbeputtovarioususes(e.g.conference)

22.Statefourreasonswhyanorganizationshouldkeepstockrecordsforitsoffice

stationery

 Toensureefficientuse/preventmisuse
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 Maintaintheirsafecustody

 Foraccountingpurposes/storekeepingrecords

 Tomonitortheirmovementwithintheorganization

 Ensureadequatesupplyatalltimes

23.Statefourlimitationsofadoptionofnewtechnologybyabusiness

 Leadstounemployment

 Hinderscreativityandinnovativeness

 Manymachinesaresubjecttofrequentbreakdowns

 Expensivetoacquire,installandmaintain

24.State4measuresthatcanbetakenbyanorganizationtoensuresecurityof

informationanddocumentsintheoffice

 filinginformationintime

 ensuringonlyauthorizedpersonshandlethefiles

 ensuringproperrecordingoffilesleavingheregistry

 trainingstaffonhowtohandlefiles

 usingsecurefiles

 conducingregularphysicalcheckingoffilesintheregistry/otheroffices

25.State4trendsinofficemanagement.

Useofcomputerstoperformdifferenttasks.

Customercaretodealwithcustomerissues.

Useofclosedcircuittelevision(CCTV)forsurveillance.

HIV/AIDSawarenessintheoffice.

Stressmanagementtoreducestressatworkplace.

Useofbetterofficelayoute.g.adoptionofopenplanoffices.

Signingofperformancecontractbyworkers.

Team-buildingamongdifferentcategoriesofofficestaff.

Paper2

17.Discuss5factorstobeconsideredwhenenclosingameansofreproducing

documentsinanoffice

 Numberofcopiesneeded

 Qualityrequired

 Availabilityofpersonnel

 Costofproduction

 Availabilityofothermeansofreproducingdocuments

 Nature/typeofdocumenttobeproduced

 Desiredimpression

18.Explain5factorstoconsiderwhenchoosingafillingsystemtoadopt
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 Economicalinspace/compactness/shouldoccupysmallspacetocreate

roomforofficeactivities

 Lessexpensivetoinstall/maintain/operate

 Security/safetytoavoidloss/protectdocumentsfromthe

theft/damage/misplacement

 Accessibletofacilitatefastretrievalofdocuments

 Simplicity–shouldbeeasytooperate/understandtoavoidconfusion/delay

inretrievinginformation

 Adaptable/flexibletosuitchangingneedsofanorganization

 Suitabilityoftheneedsoftheorganization

 Crossreferencingtofacilitateeasylocationofrelateddocuments

19.Discussfiveconsiderationabusinesspersonmaytakeintoaccountwhen

preparingabusinessplan

 Objectivesofventuringintothebusiness

 Skillstostartandrunthebusiness

 Commitmenttothebusiness

 Interestwhethertheintendedbusinesswillinteresttheenterprenueror

not

 Availabilityofmarketwhereexistsamarketgap

 Technologyrequiredtorunthebusiness/appropriate/costoftechnology

 Availabilityofrawmaterial–qualityofrawmaterial

 Governmentpolicy

 Amountofcapital

 Levelofcompetition

 Difficultiesinmarketing

 Security

 Possibilityofexpansion

20.Explainfivereasonswhymoderngovernmentofficeshaveadoptedtheopenoffice

layoutasopposedtoenclosedplanlayout

 Bidtocurbcorruption/menace/problem

 Exposedpublicofficersarediscouragedfromsolicitingforbribesfrom

clients

 Limitedmachinesliketelephones,printerscanbesgherdbythe

governmentstaff.thisreducesthecostofoperation

 Createsteamworkspiritbecauseworkersconsulteachotherregularlyand

informally.itincreasesproductivityintheoffice

 Itiseasytosuperviseemployeesfromonelocationasopposedto

managementbywalkingaroundhencereducingtimewastage

 Itreduces/eliminatesabsentismofemployeesfromtheirplaceofwork.it

increasesmanhouratworkplace

 Itreducesbureaucracy/red–tapewhendealingwithseniorstaff.some

emergingissuesaresolvedbytopmanagementfastastheyarise
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 Discouragesabsenteeismbyemployees

 Staffmovementisminimizedthussavingtimeusedinpassinginformation.

 Officeequipmentsandmachineryarenotmisusedduetoclosesupervision

ofworkers

 Constructioncostislowbecausepartitionsarefew

21.Explainfivereasonswhyeffectivefillingisimportantinanoffice

 Tidinessinthevoiceismaintainedasdocumentsareneatlyarranged

 Quackaccesstoinformation/retrievedofinformationismadeeasysince

documentsareserialized/coded

 Safetyofinformationfromdamagedbybadweather/fire/pests

 Savingonstoragespace/minimizespaceasdocumentsarekeptcompactly

 Promptdecisionmakingpossible/savestimeinmakingdecisionsas

informationencouragetransparency/accountabilityasondocumentsare

easilymisplacedasmovementofdocumentcaneasilybemonitored

 Securityforinformationagainstlossduetotheft/misplacement

 Safeguardconfidentialinformationasdocumentsarekeptawayfrom

unauthorisedaccess

22.Identifyandexplainfivecharacteristicsofanefficientofficelayout

 Workflow-anefficientlayoutisonewherethereissmoothworkflowor;

 Movement-onewherethereisleaststaffmovement

 Consultation-onewherethereiseasyconsultation

 Floorspace–onewherefloorspaceshouldnotrestrictmovement

 Furniture–arrangementoffurnitureshouldalloweasysupervision

 Shouldnotrestrictnaturallight

 Shouldenhancephysicalappearance

23.Discuss5factorsanorganizationwillconsiderwhenselectinganofficelayout

 Costoflayout-shouldbecheaper/economicaltoconstruction

 Governmentpolicy-shouldconsidergovernmentpolicyonthelayoutto

adoptorelsewillgoagainstthelaw

 Numberofworkers-ifthenumberislargeopenlayoutischoosenandifthe

numberissmallclosedlayoutischosen

 Spaceoflandavailable-ifsmallopenlayoutnischoseniflargeclosed

layoutischosen

 Needforsupervision-ifworkersneedclosesupervisionanopenlayoutois

chosen

 Flow/speedofwork-whereworkneedtobedonefasteranopenlayoutis

chosen

 Flexibilityinappearance-whenthesittingplanneedstobechangedeasily

thenopenlayoutischosen

24.Outline5advantagesofapaperlerssoffice
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 Theofficeiskeptneat

 Timesavingisdocumentretrival

 Environmentallyfriendly/conservetrees

 Economisesspace

 Enhancesgoodimageofthebusiness

Explainany5usesofacomputerinanoffice.

Inventorycontrol–itcanaccuratelykeeparecordofstockathand,receiptsand

issue.

Itcanbeusedtoprocessaccountingtransitionsandprepareledgeraccountsand

payrolls.

Datastorage–itcanstoreinformationrelationtotheBusiness.

Usedincommunicationservicessuchasinternet,intranetandwebsite.

Usedforentertainmentsuchasmusic,videoandgames.

Productpromotion/marketingproductionthroughinternet,website.

Tocarryoutmarketresearchusinginternet

State4reasonswhyshoppingmallshavebecomepopularinKenva

Offerextensiveparkingfacilities

Customersdoalltheirshoppinginonebuildinghencesavestime

Shoppingmailssaveonspacewhichreducesrentsandrates

Usuallyopenforlonghours

Theyacceptcreditcards

Theyofferawidevarietyofgoods

Theyareconvenienttoshopinsincetheyprovideservicessuchasrestaurants,post

offices,readingroomsetc.

Areusuallysituatedintowncentres

Explainfivereasonswhyabusinessmayreplaceanoldmachinewithanewone

Adaptability-whenthemachineisnotabletocopewithnewchanges/obsolete

Lackofspareparts-whichmakesitdifficulttoservice/repair

Whenithasaffectedtheoffice-moralenegativelytoimproveperformance

Whenthecomplementaryresourcese.g.powerarelackingyetthenewonecanuse

thenewresources

Whenthemanpoweravailableforitsoperationisnolongeravailable

Whenitsnolongersecuretostorethemachineinthepremiseswhichmakesit

endangered

Whenitsuffersfromoccassionalbreakdownhencemakingitexpensivetooperate

25.Describefivequalitiesthatamanagerisexpectedtohaveinordertopromote

teamworkamongmembersofthestaff

 Shouldbeabletosetclearandachievablegoalsforthemembersofstaff.

 Shouldbesociablewithstaffmembers
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 Shouldhaveadequateknowledgeaboutthejobhesupervises

 Heshouldbeabletodelegatedutiestostaffmembers

 Shouldbeconcernedaboutstaffwelfare

 Shouldalwayslistentostaffmembersinmattersdecisionmaking.

26.Explain4factorsamanagerwouldconsiderbeforebuyingofficeequipmentforthe

organization

 Cost-itshouldnotbetooexpensivetoacquireandmaintain

 Adaptability–itshouldbeabletocopewiththefuturechangesand

development

 Durability–itbeabletolastforlong.

 Effectonstaffmorale–itshouldnotdiscouragestafffromworking

 Availabilityofmanpower–Thepersonneltorunandoperatetheequipment

shouldbeavailable.

 Availabilityoftheroom–theroomforkeepingtheequipmentshouldbe

available.

 Securityoftheequipment–onehastoconsiderwhethertheavailable

resourcesareadequatetoofferenoughsecurityfortheequipmentornot

27.Explainfivewaysinwhichafirmcanimprovetheproductivityofitshuman

resource

 Trainingworkers

 Remuneratingworkingaccordingtotheirjobs/tasks-payingthemwell

 Providinggoodworkingconditions

 Allowingworkerstotakepartindecisionmaking

 Promotinggoodworkingrelationshipbetweenworkersandthe

management

 Givingpromotionstodeservingworkers

 Providingworkingtoolsandequipment

28.ExplainfivebenefitsthataccruetoabusinessthatconductstradethroughE-

commerce/Website

 Facilitatesaccesstoalargemarket

 Largeandsmallbusinessescantransactbusinessthroughtheinternet

withoutdiscrimination

 Afastwayofdoingbusiness

 Reducespaperworksincemanydealingsareonline

 Savesonthecostofsending,receivingandstoringinformation

 Onecanaccessimportantbusinessinformationwhichwouldbeusedto

enhancerunningofthebusiness.
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29Explainfiveacceptablecodesofbehaviorinanoffice (10marks)

 Courtesy;oneshouldbepoliteandpleasant

 Respect-oneshowregardtoothers.

 Punctuality-oneshouldhavetheabilitytokeeptimeinattendingdutiesand

appointments.

 Loyalty-beingcommittedanddevotedtohisorherwork.

 Accuracy-byperformingdutieswithexcellence,precisionandcorrectness.

 Honesty–beingsincerebytellingthetruth.

 Cooperation–oneshouldworkwithotherpeoplewithoutmalice,frictionor

selfishness.

 Initiative–oneshouldbeabletomakeproperdecisionsandbecreativein

ideas.

 Judgment–beabletoconsiderallpossibilitiesandcomeupwithright

decisions.

 Diplomacy–oneshouldbeabletoconvinceotherpeopletactfully.

Explainfivefactorstoconsiderwhenbuyingofficeequipment.

Costofbuying/maintainingtheequipment:Ifcostishighconsiderthemost

affordable.

Qualityofequipment–Considerthelonglasting/bestqualityappropriateforits

use.

Durabilityoftheequipment–shouldchoosethemostdurable.

Manpower/Personneltooperatetheequipment–chooseequipmentthatthe

personnelcanoperate/lookfor/train

personnel.

Availabilityofspareparts–chooseanequipmentwhosesparepartsarereadily

available/affordable.

Space/roomfortheequipment–chooseanequipmentthatcanfittheavailable

rooms/availtherooms.

Comfort/securityofworkers–chooseequipmentthatarenotinjuriousto

workershealth/comfort.

Effectonmoraleofworkers–chooseequipmentinaccordancewithgovernment

policy.

HOMETRADE.
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1.State4featuresofsupermarkets

 Requirelargecapitaltoinvest

 Stocksvarietyofgoods

 Offersselfservicefacilities

 Goodshavepricetags

 Nocreditfacilitiesareoffered

 Saleatcomparativelylowprices

 Pricesofgoodsarefixed

2.State4benefitsthatconsumersgetfromsmall-scaleretailers

 Freeadvice

 Widevarietyofgoods

 Steadysupplyofgoods

 Creditfacilities

 Bringsgoodsneartotheconsumers

 Theybreakbulkforconsumers

3.State4usesofproformainvoiceforasellerofgoods

 Informsthebuyeronwhathewouldpayifhedecidestobuythegoods

 Apolitewayofaskingforpaymentbeforethegoodsaredelivered

 Sentwhenthesellerdoesnotwantcredit

 Canbeusedtoserveasaquotation

 Issuedtoanagentwhosellsgoodsonbehalfoftheseller

4.Identifythedocumentsthateachofthefollowingdescriptionsreferto:

Description Document

i)Usedtoinformbuyerthatsellerhas

receivedtheorder

Acknowledgementnote

i)Usedtoaskabouttheavailabilityof

goods

Letterofinquiry

ii)Usedtoorganizefortransportationof

goodsbetweensellerandbuyer

Consignmentnote

iii)Usedtoshowgoodssoldoncredit Invoice

5.Outline4benefitsofusingM-pesaasameansofpayment

 Easytouseasagentsprovideassistance

 Fastasitisconveyedthroughsms

 Convenientasitcanbesentandreceivedfromanylocation

 Accessibleasagentsarelocatedinmosturbanandruralareas

 ConfidentialasPINisused

 Affordableassendingandreceivingmoneyisrelativelycheaper.
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6.Outline4benefitstheretailersmayderivefromthepresenceofwholesalersinan

area

 Provideawidevarietyofgoods.

 Providegoodsatconvenientprices.

 Providetransportfacilitiestoretailers.

 Adviceretailersonavailablegoodsandprices.

 Offercreditfacilitiestoretailers.

 Breakthebulktoenablethembuyinsuitablequantities.

7.State4disadvantagesofusingchequeasameansofpayment

 Requirespayeetotraveltothebank.

 Chequesmaybedishonoured

 Bankchargesarepaid

 Canonlybeissuedbytheholder

 Notreadilyacceptablebyeverybody.

 Canonlybeissuedbyanaccountholder

8.State4circumstancesunderwhichanoverchargemayoccurinaninvoice

 Arithmeticerroregadditionalmistake.

 Useofhigherpricesthanthecorrectprice

 Inclusionofitemsintheinvoicethatwerenotdelivered.

 Notallowingadeserveddiscount

 Inclusionoftransportordeliverycharges

9.Mention4typesoflargescaleretailers

 Departmentalstore

 Hypermarkets

 Supermarkets

 Chainstores

10.State4usesofaninvoiceforasellerofgoods

 Itusedforfuturereference

 Actsasanevidenceoftransaction

 Itisusedtorequestthebuyertomakeapayment.

 Canbeusedassecuritytoborrowmoneyforthebusiness

11.Outline4circumstancesunderwhichacreditnotemaybeissued

 Tocorrectanovercharge

 Whengoodsarereturned

 Whenemptycasespreviouslyincludedintheinvoicesarereturned

 Wherethesellerforgottodeductdiscount

Underwhatcircumstancesisachequeappropriateasameansofpayment.(4
marks)
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 Wheretheamountofmoneyinvolvedislarge.
 Wherethepolicyofthebusinessdemandsso
 Whereachequeistheonlymeansavailable.
 Wherethereisneedtoavoidriskassociatedwithothermeansofpayment.

12.List4typesofretailersthatmainlysellgoodsandservicesoncashbasis

 Supermarkets

 Automaticvendingmachines

 Mailordersstores

 hawkers

13.Give4benefitsthatconsumersgetfromsmallscaleretailers

 Varietyofgoodsforchoice.

 Adviceonuseofproducts

 Aftersaleservices

 Goodsareavailedatconvenientplaces/points/shops

 Creditfacilities

14.Outline4factorsthatmaydiscourageconsumersfrombuyinggoodsfromthe

supermarket

 Fixedprices

 Impulsebuying

 Donotoffertransportforconsumer

 Nocreditfacilities

15.Outline4featuresofahypermarket

 Dealindifferentlines/varietyofgoods

 Goodaccessroads

 Locatedintheoutskirtsoftown

 Usuallylocatedoutoftowns

 Openuptolatehoursonalldays

 Provideparkingspaceforcars

 Operateunderoneroofthoughownedbydifferentpeople.

16.Highlight4typesofsmallscaleretailerswithshop

 Singleshops

 Tiedshops

 Kiosks

 Marketstalls

 Canteens

 Mobileshops.

17.State4differencesbetweenHirepurchaseandCreditbuying

HirePurchase Creditbuying
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i)Thehirepurchasepriceishigherthan

cashprice

Creditpriceisusuallythesameasthe

cashprice

ii)Thebuyerdoesnotbecomethe

owneroftheproductonpossession

ii)Thebuyerbecomestheownerofthe

productontakingpossession

iii)Thebuyercannotreselltheproduct iii)Thebuyercanreselltheproduct

iv)Thereisdownpayment iv)Thereisnodownpayment

v)Thereisanagreementtohirewithan

optiontobuyorreturnthegood

v)Thereisnooptionofreturningthe

goods

vi)Goodscanberepossessedincaseof

defaultinpayment

vi)Goodscannotberepossessed

18.State4disadvantagesofHirepurchasetotheseller

 Goodsbecomemoreexpensive

 Temptationstobuymorehencefinancialproblems

 Goodsbelongtotheselleruntillastinstallmentispaid.

 Limitedtypeofgoodscanbeboughtonhirepurchase.

19.Highlight4advantagesofHirepurchasetotheseller

 Increaseinsalesvolume.

 Higherprofitmarginsarerealized.

 Goodscanberepossessedifthebuyerdefaults.

 Ownershipofthegoodsisretaineduntilthepaymentiscompleted.

20.State4factorsthatmaydiscouragetheuseofcreditcardsastermsofpayment

 Theholdersarechargedhighinterestratesbythecardcompany.

 Theiruseislimitedtospecificareas

 Onlyfewbusinessesacceptthecards

 Theyarepronetoabusethroughfraud.

 Thebuyermaybetemptedtooverspend.

 Acquisitionprocessislong.

21.Highlightfeaturesofmailorderstores

 Goodsaresoldthroughpostoffice.

 Customersdonotvisitthesellingpremises.

 GoodsaredispatchedmostlyonCWOorCOD

 Theymayhavelargewarehouses

 Theyadvertisethroughmeanssuchasprintmedia,electronicmedia,

journals

22.Statefourfeaturesofchainstores
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 Purchasesarecentralized

 Salesaredecentralized

 Pricesarestandardforalltheirproductsinalltheirbranches

 Allbranchesdealinthesametypeofproducts

 Theyareuniforminoutwardappearanceandinteriorlayout

23.Statefourcharacteristicsofdepartmentalstores

 Theyofferawidevarietyofgoodsatrelativelylowerprices

 Theyareattractiveandconvenienttoshopin.

 Theyareusuallysituatedintowncentres.

 Theymayprovideservicessuchasrestaurants,readingroomsandpost

office.

 Eachdepartmentismanagedbyadepartmentalmanagerdealingina

differentlineofgoods

PAPER2.

24.Explainfivereasonsforthecontinueduseofordinarychequesinsettlingdebts

despiteadvancementsinmodernformofmoneytransfer

 Evidenceofpayment-Thecounterfoilprovidesproofthatpaymentshavebeen

made

 Convenienceofpayment-Thedrawerdoesnotneedtotraveltomakepayment

 Secure-Ifitisstolenitcanbetracedtothepersonwhocashedit.

 Itcanbenegotiable.-Itcanbetransferredtothethirdpartytosettle

transactions.

 Canbediscounted-Canbecashedbeforematurityunderspecialcircumstances

 Easy/lighttocarry.-Itcanbeeasilyusedtocarrylargesumsofmoney.

25.Enumeratefivedifferencesbetweenachainstoreandadepartmentalstore

Departmentalstore Chainstore

i)Eachdepartmentsetsitsownprice i)Pricesareuniforminallthebranches

ii)Stocksavarietyofgoods ii)Stockslimitedtypeofgoods

iii)Alldepartmentsoperateunderone

roof

iii)Havebranchesalloverthecountry

iv)Eachdepartmentdealswitha

differentlineofgoods

iv)Allbranchessellsimilargoods

v)Purchasesaredecentralized v)Purchasesarecentralized

vi)Goodsremainintheirdepartments

evenifdemandislow

vi)Goodsmaybemovedtoother

brancheswheretheirdemandishigh
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26.OutlinefivedisadvantagesofHirepurchasearrangementtoabuyer

 Buyerhasnoownershipofgoodsuntilpaymentiscompleted

 Hirepurchaseisexpensiveasthebuyerpaysmoreduetohighinterest

charged.

 Item/propertycanberepossessedwhenthebuyerdefaultsinpaying

instalments.

 Buyercannotresell./transferitemtoathirdpartybecauseitdoesnot

belongtohim.

 Buyerlosesallinstalmentspaidiftheitemisrepossessed.

 Hirepurchasemayencourageimpulsebuying/buyermaybetemptedto

buymoregoodsthatshecantaffordtopay.

27.Explainfivebenefitsofferedbythewholesalerstoretailers

 Theystockawidevarietyofgoodsinlargequantitiesrelievingtheretailer

frombuyingfromdifferentproducers

 Theyavailgoodsatplacesconvenienttoretailers

 Theybreakbulkforthebenefitofretailers

 Theyoffertransportfacilitiestoretailers

 Theyofferadvisoryservicestoretailersregardingmarkettrends

 Theyoffercreditfacilitiestoretailers

 Theyengageinproductpromotiononbehalfofretailers

 Theysort,blend,packandbrandgoodssavingretailersfromhavingtodo

it.

28.Explainfivecircumstancesunderwhichasellermaysendadebitnotetoabuyer

 Whengoodsareundercharged

 Whenomissionsaremadeintheinvoice

 Whenpackingcasesandmanyemptycontainerswhichwerenotreturned

arechargedbythebuyer

 Whentherearecalculationerrorsresultinginlowerfiguresintheinvoice

 Whenmoregoodsthanorderedaredeliveredandkeptbythebuyer

 Whenmoreexpensivegoodsthanorderedaresentandthebuyeris

chargedforcheapergoods.

29.ExplainanyfivemeansofpaymentsavailabletobusinessesinKenya

 Cash–thisistheuseofcoinsandnotesofdifferentdenominationsfor

payments

 Cheque–isawrittenorderbyanaccountholderwiththebank(drawer)to

thebanktopayondemandaspecifiedamountofmoneytothenamed

personortothebearer

 Billofexchange–itisanuncomditionalorderinwritingaddressedbyone

personanother,requiringthepersontowhomitisaddressedtopayon

demandthesumofmoneyonthebilltoanamedpersonorbearer.

 Promissorynote-isadocumentwherebyonepersonpromisestopaya
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specifiedsumofmoneyatacertainstateddate.

 Moneyorder-moneyordersaresoldbypostofficeforthepurposeof

remittingmoney,

 Postalorder-thesearealsosoldbythepostofficeindenominationseg5.

10,20,50100,200forthepurposesofremittingmoney.Forexamplea

personwishingtosendksh230willbuy200,20and10

 Bankerscheque(bankoverdraft)–thisisachequedrawnbythebank.One

cansendittoapayeetocashit.

30.Explainfivedisadvantagesfortheuseofcreditcardsasmeansofpayments

 Thecardholderischargedhighinterestratebythecardcompany

 Interestisalsochargedwhenthereisdelayinpayment

 Itispronetoabusethroughfraud

 Aminimumageof18yearsisrequiredforonetobecomeaholder

 Theiruseislimitedtospecificareasorurbanareas

 Facescompetitionfromothermeansofpaymentsuchascheques,money

ordersandpostalorders

 Onlyfewbusinessesacceptthecards

 Longproceduresareinvolvedingettingthecards

 Holdermaybetemptedtooverspend

 Thecardscanonlybeaffordedbypeoplewithhighincome

31.Explainfivecircumstanceswhereaftersalesservicesareneeded

 Where goods sold are of technical nature and may need

advice/demonstrationonuse.

 Whereexpertiseisrequiredininstallationandthetraderhastechnical

knowledge/ability/backup.

 Wheretheproductisnew inthemarketandthetraderrequires

feedbackontheproduct’sperformance.

 Wherecompetitionisstiffandthetraderusesaftersalesservicesasa

productpromotionaltooltowinmorecustomersandincreasesales.

 Whereexpertiseisrequiredinmaintenance/service/repairsandthe

traderisabletoprovidetheservice.

 Whereitisthepolicyofthebusinessasawayofimprovingcustomer

relationsandimprovebusinessimage.

 Whereitisthegovernmentpolicy,thetraderwillhavenooption.

 Wherethenatureoftheproductissuchthatisrequiresspecialized

transportandthetradercanprovideit.

32.Explainfivedocumentsthataresentbythesellertothebuyerinhometrade.

(10marks)

 Bookletwhichbrieflydescribesthegoodsasellerstocks.Itisnormallysent

whenabuyersendsageneralletterofinquiry.Itcontainstermsofsales,

aftersaleservicesofferedbytheseller,deliverservicestobeused,packing
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andpostingexpensesincurred.

 Quotation-Itissenttoprospectivebuyerspecifyingtheconditionsunder

which theselleriswillingtosupplygoodsandservices.

 Pricelist-Thisissimplyalistofitemssoldbythetractortogetherwiththeir

prices.

 Acknowledgementnote-Documentsenttoaprospectivebuyertoinform

him/herthattheorderhasbeenreceivedanditisbeingactedupon.

 Packingnote-Documentshowingtheitemspackedinaparticularcontainerin

whichgoodsarebeingdelivered.Itmaycontainquantitiesofgoodspacked,

themeansofdeliveryandquantitiesofgoodspacked.Ithelpsthebuyerto

makeaspotcheckonthegoodswhentheyarrive.

 Advicenote-Documentsentbythesellertothebuyeraftergoodshavebeen

dispatchedtoinformhim/herthatgoodshavebeendispatched.Sentthrough

thefastestmeansavailablesoastoreachbeforegoods.Itisusedtoinform

thebuyerthatthegoodsareonthewaysothatincaseofanydelayin

deliverythebuyercanmakeinquiriesandalsotoalertthebuyersothatthe

necessaryarrangementcan bemadeforpaymentswhengoodsarrive.

 Invoice-Documentsentbythesellertothebuyerdemandingpaymentfor

goodsdelivered.Therearetwotypes;cashinvoicewhichissent when

paymentisexpectedimmediatelyafterdeliveryandcredit invoicewhichis

issuedwhenabuyerisallowedtopayata later date.Aninvoice

showsthedetailsofgoodssoldanditisalsoused assourcedocumentin

recordingtransactionsinthebooksofaccounts.

 Pro-formainvoice-Sentbythesellertothebuyerbeforegoodsaredelivered

showinghowtheinvoicewouldlooklikeifthebuyerbuysthegoods.

 Statementofaccount-Statementthatissentbythesellertobuyergivinga

summaryofalltransactionsthathastakenplacebetweenthesellerandbuyer

over aspecifiedperiodoftime.

 Creditnote-Usedtocorrectanovercharge.

 Debitnote–Usedtocorrectanundercharge.

33. Explainbenefitsthatmayaccruetoacommunityinvolvedinhometrade

Varietyofgoods/services-enhanceconsumerchoice

Promotespeaceandharmony-amongtradingpartnersastheyinteract

Sourceofgovernmentrevenue-fromlicences,fee,taxesongoodsetc.

Employment-thoseengagedintradingactivities

Improvedinfrastructure-tofacilitatemovementofpeopleandgoods

Utilizationoflocallyavailableresources-thatwouldhaveotherwiseremainedidle

Sale/disposalofsurplus-minimizingwastage

Improvedtechnology-duetoexchangeofideasleadingtoimprovedquality

34.Explainfiveadvantagesofbuyinggoodsonhirepurchaseterms. (10marks)

Abuyerisabletotakepossessionofgoodsafterthepaymentofthefirstinstallment.
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Installmentsarespreadoverareasonableperiodoftimehencedoesnotcause

financialstraintothebuyer.

Aftersaleserviceareofferedtobuyers.

Nosecurityisrequiredapartfromtheitemboughthencereducingthecostofcredit.

Thebuyerusesthegoodsbeforeclearingdebt.

Paymentispredeterminedhencethebuyercanbudgethisincome.

Buyerscanaffordtobuyexpensiveitems,whichtheycannotaffordotherwise.

Canaffordtobuyavarietyofgoodsatthesametime.

Itisakindofsavinginformofgoods.

35.Explainthedifferencesbetweentiedshopsandsingleshops

Tiedshop Singleshop

1.Theproprietorisnormallythemanufacturer1.Ownerbyindividuals

2.Itsellsproductsfromasinglemanufacturer‘s. 2.Itsellsproduct‘sfromdifferent

manufacturer.

3.Theshopsusuallyhavethesomedesigns. 3.Thedesignoftheshopis

accordingtotheowner‘s

wish

4.Pricesofgood‘saredeterminedbythe 4.Pricesofgoodsaredetermined

bydifferent

manufacturer.manufacturesorshopowners.

5.Theoperatorareusuallytrainedbythe 5.Theoperator‘sarenottrainedby

themanufactures.

6.Dealershipcanbewithdrawnbythe 6.Theownerisatlibertytostock

whateverheorshe

manufactureriftheoperatorstockcompetingwishestostock.

products.

36.Explainfivecircumstanceunderwhichapro-formainvoicemaybeused.

Whenthereisneedtoaskforpaymentbeforethegoodsaredelivered.

Whenthesellerdoesnotwanttogivecredit.

Itmaybeusedbyimporterstogetcustomsclearancebeforethegoodsaredelivered.

Whenonewantstogiveittoanagentwhosellsgoodsonbehalfoftheseller.

Whenonewantstoshowthebuyerwhathe/shewouldpayiftheorderisapproved.

Whereonewantstouseittoserveasaquotation.

FORMSOFBUSINESSUNITS.
Listanyfourclausesofmemorandumofassociationforjointstockcompanies
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 Nameclause

 Objectiveclause

 Liabilityclause

 Capitalclause

 Declarationclause

Mentionfourcircumstancesunderwhichstockinabusinessmaychange

 Saleofstock

 Purchaseofstock

 Returnofstockbycustomers(returninwards)

 Returnofstocktosuppliers(returnoutwards)

Highlightfourfactorsthatmayleadtobusinessmergers

 Toeliminatewastefulcompetition

 Toexpandthecapitalbase

 Toenableafirmtodiversify

 Toenableafirmtopooltheirhumanresources

 Toestablishmonopolytocontrolthemarket.

Statefourbenefitsthataninvestorwouldderivefromastockexchangemarket

 Providereadymarketforbuyers

 Investorscangetinformationonthecurrentpricesofthetypesofshares

 Providesinvestorswithreadymarkettoselltheirshares

 Providesecuritytotheinvestors,sincesecuritiesquotedaregovernedbythe

stockexchangeregulation.

Givefourreasonswhythegovernmentmayfinditnecessarytostartapublic

corporation

 Toprovideessentialservices

 Togeneraterevenueforotheroperations

 Tocreateemployment

 Toinvestinventuresthatrequirelargecapitaloutlay

 Toinvestinventuresthatareunattractivetoprivatesectorsduetolowprofit

 Toredistributewealth

Highlightfourreasonstoaccountfortherapidgrowthinmembershipinthesavingsand

creditco-operativesocietiesinKenya

 Easytosavewiththemduetocheckoffsystem

 Easytogetloans/fewprocedures

 Chargeslowinterestratesontheirloans

 Providesdifferenttypesofloansegemergency,refinancing,normal

 Loansdonotrequiresecurities

 Improvestandardsoflivingthroughdividends

 Flexibleloanrepaymentperiod
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 Loansforadeadmemberiswrittenoff

Outlinefourfeaturesoftradecreditasasourceoffinance

 Itisashorttermcreditfacility

 Practicedbytradersonly

 Buyerstakeownershipofgoodsimmediately

 Creditattractsnointerestifpaidwithinagreedperiod.

Outlinefourbenefitsofprivatizationtokenyaseconomy

 Reducegovernmentexpenditure

 Leadstoefficiencyinmanagement

 Attractsforeigninvestors

 Promotesinventionandinnovation

 Reducespoliticalinterferenceintheeconomy

 Helpsthegovernmenttoraiserevenue

 Leadstoproductionofhighqualitygoodsandservices

 Leadstoproductionofavarietyofgoodsandservices.

OutlinetherolesofstockexchangemarketinthedevelopmentoftheKenyaneconomy

 Facilitatesthebuyingofshares

 Facilitatesthesellingofshares

 Safeguardstheinvestorsinterests

 Providesusefulinformationtoinvestors

 Helpstocreateemploymentforexamplebrokers

 Thegovernmentgetsrevenueinformoftaxes

 Availsavarietyofsecurities/sharetoinvestors

 Promotescultureofsaving

 Actsasanindicatorofeconomicperformanceofthecountry

Statefourreasonswhypubliclimitedcompaniesareviewedaslegalpersons

 Theycanenterintocontractsundertheirownnames

 Theycanownoracquirepropertyundertheirownnames

 Theycanbesuedbyotherpartiesundertheirownnames

 Theycansueotherpartiesundertheirownnames.

Statefourfeaturesofpubliccorporations

 Establishedbyanactofparliament

 Ownedandrunbythegovernment

 Isaseparateentityfromtheirowner

 Havelimitedliability

 Formedtoprovideessentialgoodsandservices

 Initialcapitalprovidedbythegovernment

Outlinefourcharacteristicsofpreferenceshares
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 Haveafixedrateofdividends

 Holdersarepaiddividendsbeforeordinaryshareholders

 Havenovotingrights

 Canberedeemableorirredeemable

 Canbecumulativeornon-cumulative

Listfourtypesofpartnerships.

Ordinarypartnership/Generalpartnership.

Limitedpartnership.

Temporarypartnership.

Permanentpartnership

Statefourcharacteristicsofageneralpartner

 Isarealpartner

 Maytakepartintherunningthebusiness

 Entitledtotheshareofprofit

 Contributescapitalintothebusiness

 Mustbe18yearsandabove

 Bearsunlimitedliabilitytowardsdebtsofpartnership

Statefourreasonsthatwouldmaketraderstoformacartel

 Toavoidunhealthycompetition

 Todetermineareasonablepricefortheproduct

 Toincreasetheirbargainingpower

 Tohelpthemgetfavorablepoliciesfortheirinterest

 Toenablethemsharethemarket

Outlinefourprinciplesofcooperatives

 Openandvoluntarymembership

 Democraticadministration

 Dividendpayment

 Limitedinterestonsharecapital

 Promotionofco-operativeeducation

 Co-operationwithotherco-operativesatalllevels

Namefourdocumentsrequiredfortheregistrationofalimitedliabilitycompany

 Memorandumofassociation

 Articlesofassociation

 Listofdirectorswhoagreestoserveasdirectors

 Statementofsharecapital

 Declarationthatregistrationrequirementshavebeencompliedwith

StatefourbenefitsthatmayaccruetoacompanythatisquotedinNairobisecurities

exchange
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 Thecompanyisabletoraiserevenue

 Throughquotingthecompany’simageimproves

 Thecompanygetstimely,accurateandreliableinvestmentinformation

 Helpsthecompanytoknowthevalueofitsshares

 Thecompanyattractsqualifiedmanpower

ExplainfivebenefitsofSACCOstothemembers (10marks)

 Membersareabletosavethroughcheckoffsystem

 Borrowingofloansoflowinterest

 Offersdifferenttypesofloansegeducationloans,development,emergency

 Educationtomembersoninvestment

 Memberssavingsearndividendsannuallyfromsharingofprofits

 Membersloanupondeatharewrittenoffhencearelieftothebeneficiaries

Explainanyfivedocumentsofthememorandumofassociationofacompany

 Nameclause:showsthenameoftheCompanyendingwiththewordlimited(ltd)

 Objectsclause:setoutactivitiesthecompanyengagesin

 Situationclause:indicatestheregisteredheadofficeforeasycommunication

 Capitalclause:disclosestheamountofcapitalwhichthebusinesscanraiseand

specifythetypeofsharesandvaluesofeachshare.

 Liabilityclause:Disclosesorwarnsthepublicthattheliabilitiesofthemembers

arelimited

 Declarationclause:Adeclarationsignedbythepromotersindicatingthatthey

wishtoformthecompanyandwillbuysharesintheproposedfirm

Explainfivedifferencesbetweenapubliclimitedcompanyandaco-operativesociety

PubliclimitedCompany Co-operative

GovernedbythecompaniesAct Governedbyco-operativeact

Formedbyaminimumof7members Formedbyaminimumof10members

Aimedatgettingprofit Aimedatservingmembers

Membershavenothingincommon Membershaveacommonbond

Nodirectgovernmentcontrol Controlledbythegovernmentthrough

theministryofco-operatives

Describefivefeaturesofpartnerships (10marks)

 Unlimitedliability

o Theliabilityofthepartnersisnotlimitedtotheamountofcapitalinvested

butextendstotheirpersonalproperties.

 Decisionmaking

o Inpartnershipdecisionmakingissharedbyallpartners
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 Sharingprofits/losses

o Sharedaccordingtothetermsofthepartnershipdeedorpartnershipact

 Mutualagency

o Eachpartnerisanagentofthepartnershipofthebusinessforthepurpose

oftheoperation

 Limitedlife

o Partnershiphasshortlifethatcanbeterminatedbyeitherdeath,insanity

bankruptcyorwithdrawalofapartner

 Possibilityofdisagreements

o Partnershipisusuallypronetodisagreementsamongthepartners

FORMOREHIGHSCHOOLRESOURCESCONTACTMRISABOKE0714497530

Explainfiveemergingtrendsintheownershipandmanagementofvariousbusinessunits

(10marks)

 Privatization–changingownershipofastateownedfirmtoapublicownedfirm

throughsaleofshares/assets

 Holdingcompanies–afirmacquirescontrollinginterestinanothercompanyby

buyingover51%ofshares

 Takeover/Absorption–Afirmbuysallassets/sharesofanotherfromwhichthen

ceasestoexist

 Merger/amalgamation–firmscombine/jointoformanewfirmthatisbiggerthan

individualfirms

 Franchising–Afirmgrantsanothertherighttopurchase/manufacture/distribute

itsbrandedproductsusingitsname.

 Globalization–abusinessoperatesineverypartoftheworldegcocacola

company

 Nationalization–Statetakesoverabusinesspreviouslyownedbyprivate/public

 Cartels–Acartelisagroupofrelatedcompaniesthatagreetoworktogetherin

ordertocontroloutput,pricesandmarketsoftheirgoodsandservices.

 Performancecontracts-Theyaresignedcontractsbyemployeesofstate

corporationsinanattempttoimproveperformance.

Explainfivedifferencesbetweenapubliccorporationandapubliclimitedcompany

(10marks)

PublicCorporatipn Publiclimitedcompany

EstablishedbyanActofparliament Establishedthroughcompanysact

Initialcapitalcomesfromthegovernment Initialcapitaliscontributedby

shareholders

Directorsareappointedbythe

government

Directorsareelectedbyshareholders

Capitalisnotsub-dividedintoshares Capitalissubdividedintoshares
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Notlistedinthestockexchangemarket Listedinthestockexchangemarket

Outlinefivefeaturesofaparastatal (10marks)

 Theyarecreatedbyanactofparliamentwhichdefinestheirstructureaimsand

objectives

 Theydonothavesharecapital

 Mostofthemarewhollyownedbythegovernmentorareundergovernment

control

 Thestateprovidesmostofthefinancinginadditiontothefeesomeofthem

chargesintheprovisionofservices.

 Theyareformedtoprovideessentialgoods/servicesatsubsidizedratetothe

public.Theyarenotprofitmotivated

 Theyarerunbytheboardofdirectorsappointedbythegovernment

ExplainfiveadvantagesofPubliclimitedcompany (10marks)

 Raisemorecapital

o Canraisemorecapitalbecauseoflargemembershipthroughthesaleof

sharestothepublic

 Havelimitedliability

o Havelimitedliabilitieshencepersonalpropertiesofshareholderscannotbe

soldtopaydebtsofthecompany

 Freetransferofshares

o Sharesanddebenturesarefreelytransferablewhichencouragesmany

peopletoinvestinthecompany.

 Hirequalifiedpersonnel

o Abletoemployprofessionalsastheyhavemorecapital

 Thereiscontinuity

o Hasaperpetualsuccessionhencedeath,bankruptcyorinsecurityofa

shareholderdoesnotleadtodissolutionofthecompany.

 Raisemorecapital

Companiescanraisemorecapitalthroughthesaleofdebentures

 Shareholderscannotwithdrawfromthecompanythusensuringmaintenanceof

sharecapital

 Hasaseparatelegalentityfromitsownershencecanownordisposeproperty

StatefourrequirementsnecessarytosecurealoanfromtheSACCO’s

 Onehastobeamember

 Guaranteefromfellowmembers

 Memberssalary

 Memberssaving/shares

GivefourhitchesfacedbythegovernmentofKenyaintheendeavortoprivatizestate
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firms

 lackofpoliticalgoodwill

 corruption/insensitivepublicservice

 fearoftransferringownershipintoforeignlands

 Needtokeepinvestmentopportunities

Outlinefivebenefitsofbecomingamemberofasavingsandcreditcooperativesociety

(SACCO)

 Willgetadviceanareaoffinances

 Earninterestoninvestment

 Receiveloansathowinterestrates

 Receivecreditfacilities

 Assistedintimesofproblems(benorelent)

 Sourceofsavings

Inthespacesprovidedbelow,writethetypeofpartnerdescribedbyeachofthe

followingstatements (i)Onewhoisbelow18yearsofage-Minor

(ii)Onewhohasunlimitedliability-General

(iii)Onewhogetsinvolvedinthedailyrunningofthebusiness-Active

(iv)Onewhoallowshis/hernametobeusedinthebusiness-Norminal

Otwomaintendstostartabusiness.Givefourreasonswhyitisadvisableforhimtostart

aretailbusinessshopinsteadofbuyingsharesinapubliclimitedcompany

 Willhavefullcontrolofthebusiness.

 Nosharingofprofits.

 Easydecisionmaking.

 Therearefewlegalformalities.

 Topsecrecy.

 Flexible.

Statefourcircumstancesthatmayleadtothedissolutionofapartnership

 Ifthepartnersmutuallyagree/decidetodissolveit

 Incaseofdeath/insanity/bankruptcyofapartner

 Incasethecourtordersso

 Incasecompletionofheintendedpurpose

 Ifthebusinessengagesinunlawfulpractices

 Incaseofretirement/admissionofanewpartner

 Incaseofcontinueddisagreementsamongthepartners

Statefourfeaturesofincorporatedbusinessunits

 Legalprocedureisfollowedduringformation

 Theyareseparatelegalentitiesfromtheownerswhoformedit

 Shareholdershavelimitedliability

 Theyhaveperpetualsuccession
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 Theycanraiselargeamountofcapitalhencelargeinsize

 Failureofthebusinessdoesnotnecessarilyrefreshthefailureofitsowners

Listfourdocumentsthatarerequiredbeforeapubliclimitedcompanyisallowedto

operateinthecountry

 MemorandumofAssociation

 Articlesofassociation

 Declaration

 Certificateofincorporation

 Prospectus

 Tradingcertificate

Highlightfourwaysinwhichtherunningofpubliccorporationsisineffectiveinthis

country

 Toomuchpoliticalinterference

 Inadequatecapital

 Poormanagementskills

 Embezzlementofpublicfunds

YouhavebeenchargedwithadutyofpreparinganarticleofAssociationforyour

company;statefouritemsthatyouwillincludeinyourarticleofAssociation

 Therightsofeachtypeofshareholderseg.Votingrights

 Methodsofcallingmeetings

 Rulesgoverningelectionsofofficialsinthecompany

 Rulesregardingpreparationandauditingofaccounts

 Powers,dutiesandrightsofthedirectors

HoneyintendstojoinaconsumerCo-operatesociety;Highlightfourbenefitsshewould

getbybeingamemberofthesociety

 Shewillearnprofits

 Shewillgetbetterqualitygoods

 Shewillearninterestoncapitalinvested

 Shewillenjoycreditfacilities

 Shewillbuygoodsonfairprices

 Shewillbeassuredofprotectionagainstmalpractice

Statefourfeaturesofmultinationalcorporation

 Theytrainlocalpeoplesoastocreatethenecessarymanpowerinthe

subsidiaries

 Theydominateinternationalmarketbecauseoftheirgreatinfluences

 Theyassistdevelopingcountriesfinancially

 Theyhomeaguestinfluenceininternationaltrade

 Theyhavealotofcapital

Statefourtypeofpartnershipbusinesses

 Permanent
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 Temporary/jointventure

 Generalpartnership(unlimited)

 Limitedpartnership

 Tradingpartnerships

OutlineFourwaysinwhichasavingsandcreditco-operativesocietycanraisecapital(4
marks)
 Membershipcontribution
 Retainedprofit
 Investments
 Hirepurchase
 Creditpurchasing
 Interestfromcreditextended
 Borrowingloans

Mutukuwishestojoinasavingsandcreditco-operative(Sacco).Outlinefourbenefitshe

willenjoybybeingamemberoftheco-operative. (4mks)

 Hewillearndividendsonsharessaved.

 Hewillobtainloansatlowinterestrates.

 Hewillbeencouragedtosavebyuseofcheckoffsystem.

 Hewillobtainloanseasilysinceonlyafewformalitiesarerequired.

 Hewillaccessdifferentcategoriesofloanssuchasnormal,emergency,medical

developmentetc.

 Incaseofdeath,hisbeneficiarieswillberefundedhissharecontribution.

 Incaseofdeath,hisloanswillbewrittenoff/hisbeneficiarieswillnotbeaskedto

payhisloans.

 Hissavingswillbesafesincetheywillbeinsured.

 Hewillnotrequireanysecuritytoobtainloans.

 HemayaccessbankingfacilitiesthroughtheSACCOSfrontofficeservices.

Describetheprocedurethatashareholderwouldfollowinsellingsharethroughthe

stockexchange.

 Shareholderscontactabroker/agentsnotifyingofintendedsale

 Shareholderssurrendertheoriginalsharecertificatetothebroker/agent

 Shareholdersigntransferform

 Shareholdergivethepriceheexpectsfortheshares

 Thebroker/agentsverifiesownershipoftheshare/ownershipisverified

 Thebroker/agentgetsbuyerfortheshares
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 Sharesaresold/paidfor

Explainfivechallengesfacedbythesavingsandcreditcooperativesocieties (10marks)

 Competition-Therehadbeensteadyriseinthelevelofcompetitionfrom

commercialbankswhichhaveencroachedintothetraditionalroleofthesavings

andcreditco-operatives.Manymicro-financeinstitutionshavealsojoinedthefield

toprovidethesameservicesasthoseofSACCO.

 Managerialchallenges–Mostoftheco-operativesocietieshaveexperienced

managerialwhichinsomecaseshavenearlycausenearcollapseofsomeofthe

societies

 Delayedremittance–someemployershavebeendelayingremittingmembers

deductionstothesociety.Thishasaffectedthesociety’scashflowaffectingthe

societylendingprograms. Membersmaytakeforlongtogettheloansasa

result.

 HIV/AIDS–Thescourgehasaffectedmanymembers.Thesocietyspendalotof

moneyinassistingthefamiliesaffectedthough,forexample,offsettingorwriting

offofloans.

 govermentpolicy–ThegovernmentthroughtheMinistryofco-operativeshas

beenregulatingthesector.sometimesthegovernmentmaydesignsomepolicies

thatwillaffectthe membersorsocietyadverselye.g.1/3rule

 Politicalinterference-especiallyduringtheelectionsofofficials,somepoliticians

support theirfriendstobeelected

TheKenyaGovernmenthasbeenprivatizingitsparastatalstowouldbeinvestors.

Explainanyfivebenefitsoftheprivatizationprocesstothegovernment(10marks)

 Reductioningovernmentexpenditure–Governmentceasestohavetheobligation

ofsubsidizinglossesmadebythecorporations

 Increasedefficiency–Thisisbecauseprivatizedfirmsaresubjecttocompletion

 Avoidanceofpoliticalinterference–Noroomforappointofunqualifiedmanagers

onpoliticalgrounds

 Attractforeigninvestors

 Increasedforeignexchangeearnings

 Allowanceforwiderparticipation

 Increasedinnovativeness–carryoutresearchintobettermethodsofproduction,

 organizationandmarketing

Explainfivedifferencesbetweenprivatelimitedcompaniesandpubliclimitedcompanies

 Atleasttwoandamaximumof50membersforaprivatecompanywhileatleast

seven

 membersarerequiredforapubliclimitedcompanyandnomaximum

 Privatelimitedcompaniesarenotallowedtoadvertisesaleofsharewhereas

publiclimitedcompaniesareallowed

 Unlikeprivatelimitedcompanies,sharesofpubliclimitedcompaniesarequoted

andcanbesoldthroughthestockexchange

 Whereaspubliclimitedcompaniesmustwaitforacertificateoftradingto
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commence,privatelimitedcompaniesareallowedtocommencebusinessupon

receiptofcertificateofincorporation

 Unlikepubliclimitedcompanieswhichmusthaveatleasttwodirectors,private

limitedcompaniescanbeallowedtohaveonlyonedirector

 Whereasthereisnoagelimitfordirectorsofaprivatelimitedcompany,directors

ofpubliclimitedcompaniesmustretireat75years

 Unlikeprivatelimitedcompanies,publiclimitedcompaniesmustpublishbooksof

accountsinnewspapers

DiscussfivebenefitsthattheKenyangovernmentmaygetbyprivatizingastate

corporation

 Torestructureitformoreefficiencyandeffectivenesstogeneratemoreprofits

 Toeliminateunnecessarypositionsandreducethestaffinordertoachieve

economicnumberandquality

 Inordertoimproveonqualityandquantitytoincreasecustomer’schoicein

termsofg/savailable

 Tomakeitmorecompetitiveinserviceprovisionshenceloweringofpricesto

advantagecustomers

 Toappointandemploydirectorswithoutpoliticalinfluencebutonmerit

 Toimproveonaccountabilityofdirectorssandtomanagers

 Tomakeitprofitorientedandhenceefficiency

 Toimproveoncustomerservice

Describefivecircumstancesunderwhichlimitedliabilitycompaniesmaybeliquidated

(10marks)

 Bankrupt

 Ultra-vires

 Amalgamation

 Courtorder

 Decisionbyshareholders

 Completionofintendedpurpose/period

Describefivedistinctionsbetweenapublicltdcompanyandpubliccorporation

(10marks)

PUBLICLTDCO. PUBLICCORPORATION

 FormedundercompaniesAct FormedbyActofparliament

 ManagedbyboardofDirectors ManagedbyBoardofdirectors

 Appointedbyshareholders. Appointedbythe

minister/govt/Parliament

 Initialcapitalcontributedbyshareholder InitialCapitalcontributedbythegovt

 Formedwithanaimofmakingprofit Formedwithanaimofproviding

goods

 Profitsmadeissharedamongshareholders Profitsmadegoestothe

government
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Distinguishbetweenapubliclimitedcompanyandaprivatelimitedcompany

(10marks)

PUBLICLIMITEDCOMPANY PRIVATELIMITEDCOMPANY

Formedbyaminimumof7andno

setmaximum

Canbeformedbybetween2-50

Canstartbusinessonlyaftergetting

acertificateoftrading

Canstartbusinesssoonafterreceiving

thecertificateofincorporation[Certificate

ofregistration

Canbemanagedbyoneortwo

directors

Managedbyaboardofdirectors

Advertisesandinvitesthepublicto

subscribeforitsshares

Doesnotadvertiseitssharestothepublic

Sharesarefreelytransferablefrom

onepersontoanother

Restrictstransferofshares.Shareholders

canonlyselltheirshareswithconsentof

othershareholders

KatwaaisamemberofBidiisavingsandcreditCo-operative.(SACCO).Whatbenefits

doessheenjoyforbeingamemberoftheSACCO (10marks)

 SACCOwillenablehertosave

 ProfitsmadebytheSACCOwillbedistributedtoherandmembersasdividends

 KaturacanobtainaloanfromtheSACCOatlowinterestrates

 IncaseKatwadiestheoutstandingloansarewrittenoff

 Katwacanobtaindifferenttypes/categoriesofloansfromtheSACCO

 Loanscaneasilybeobtainedasformalities/proceduresinvolvedarefew

 SACCO’soffereducationtomembers

Explainfiverolesofstockexchangeasamarketforsecurities

 Facilitatesbuyingofshares–Thestockexchangemarketprovidesaconducive

environmenttoinvestorswantingtobuysharesindiferrentcompanies.

 Facilitatessellingofshares–Createsareadymarketforthosewhowishtosell

theirsecurities

 Assistscompaniestoraisecapital–Thestockexchangemarketassistcompanies

toraisecapitalbycreatinganenvironmentthroughwhichsuchcompaniesissue

newsharestomembersofthepublic

 Creationofemployment–stockexchangemarkethasassistedinthecreationof

employmentopportunities.Thepeopleemployedincludethebrokersandtheir

agents.

 Raisingrevenueforthegovernment–Thegovernmentearnsrevenueby

collectingfeesandotherduesfromactivitiescarriedoutinthestockexchange

market.
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 Availingavarietyofsecurities–Thestockexchangemarketavailsavarietyof

securitiesfromwhichinvestorscanchoose.

 Measureofacountry’seconomicprogress–Theperformanceofsecuritiesinthe

stockexchangemarketmaybeanindicatorofacountryseconomicprogress.

 Promotesthecultureofsaving–Stockexchangemarketprovidesinvestorswith

opportunitiestochanneltheirexcessfunds.

Explainfiveadvantagesofpubliccorporations/parastatals

 Readycapital–Initialcapitalisreadilyavailablebecauseitisprovidedbythe

government

 Providesgoodsatlowprices–Acorporationcanaffordtoprovidegoodsand

servicesatlowpriceswhichwouldotherwisebeveryexpensiveiftheywereleft

totheprivatesector.

 Massproduction–Mostofthecorporationsproducegoodsandservicesinlarge

quantitiestherebyreapingthebenefitsoflargescaleproduction

 Somearemonopolies–Theyhenceenjoythebenefitsofbeingamonopoly.For

exampletheydonothavetoadvertisetheirproducts

 Bailedbythegovernment–Corporationsareusuallybailedoutbythe

governmentwheninfinancialproblems.

Distinguishbetweenco-operativesocietiesandpartnership.                (10marks)

Co-operativesocieties Partnership

Managedbyacommitteeofnine

members

Managebyactivepartners

Formedbyaminimumof10

memberswithnomaximum.

Formedby2-20partnersunlessforprofessional

partnershipwhichgoestoamaximumof50

Themainmotiveistoimprove

thewelfareofmembers

Mainmotiveistomakeprofits

Governbyco-operativeact Governbypartnershipact

Membershavelimitedliability Somepartnersmayhaveunlimitedliability

Notaffectedbydeath,insanity,

exitorentryofamember

Maybedissolveduetoexit,entry,death,insanity

andbankruptcyofamember.

Explainanyfivedocumentsthatarerequiredtobefilledwiththeregistrarof

companiestofacilitatetheregistrationofacompany. (10marks)
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 Memorandumofassociation:thisisabriefstatementthatspecifiesthenameof

theproposedcompany,amountofcapitalraisedorexpected,theobjectivesof

thecompanyanditsproposedheadquarters

 ArticlesofAssociation:thisdocumentcontainsthesetrulesformulatedtogovern

theinternaloperationsofacompany.Itcoversthingssuchasproceduretobe

followedincallinggeneralmeetings,issueandtransferofcompanysharesand

shareholdersvotingrights

 Alistofdirectors:thisdocumentcontainsdetailsofnames,addresses,occupation,

sharessubscribedandstatementofagreementtoapersontoserveasadirector

 Declaration:thisdocumentshowswhethertheregistrationrequirementaslaid

downbylawhasbeenmet.Itmustbesignedbythesecretary,thedirectoranda

lawyer

 Astatementsigned:thisisadocumentsignedbythedirectorsstatingthatthey

haveagreedtoactasdirectors

(b)ProblemsfacingthesavingsandcreditcooperativesocietiesinKenya

 Loandefaultingbymembersassomeleaveemploymentduetoterminalillness,

sacking

 andpersonalreasons.

 Lackofmanagementskillsamongmembersleadingtopoormanagementof

societies.

 Corruptionandembezzlementoffundsbyofficial

 Poorinvestmentdecisionsbysomeofficialsleadingtolosses.

 Stiffcompetitionfromcommercialbanksandmicrofinancialinstitutions.

 Lateremittanceofmemberscontributionsbyemployers.

 Highdemandforloansagainstthereceiptsfrommonthlycontributions.

 Retrenchmentofworkersbybothgovernmentandprivatesectorhasledto

financial

 problemstothesociety.

GOVERNMENTANDBUSINESS.
1.Statefourwaysinwhichthegovernmentmayregulatebusinessactivities

 Thoughlicensing

 Byofferingadvisoryservices

 Throughtaxation

 Registration

 Throughlegislations
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2.StatefourmeasuresthatthegovernmentofKenyahasputinplacetoprotect

consumersfromunscrupulousbusinesspeople

 SettingstandardsthroughtheKenyabureauofstandards

 WeightsandmeasuresAct

 TradedescriptionAct

 PublichealthAct

 Licensing

 PricecontrolAct

 RenttribunalAct

3.Outlinefourmajorareasofgovernmentparticipationinbusinessactivities

 Regulation

 Training

 Tradepromotion

 Provisionofpublicutilities

 Enablingenvironment

4.Identifyfourmethodsusedbytradersassociationstoprotectconsumers

 Settingsstandardsforproductsusedbymembers

 Investigatingcomplaintsmadebyconsumersagainsttheirmembers

 Settingcodeofethicstoguidemembersastheytrade

 Enlighteningconsumersontheirrightsfromtimetotime.

 Actingoncasesofexploitationnotedbymembers

5.Statefourreasonsthatbringtheneedforconsumerprotection

 Toensurefairpricesofgoods

 Toensurethatstandardsaremet

 Toensurethatconsumersgetqualitygoods

 Toensurethatgoodsareofrightweightandmeasures

 Toprotectconsumersagainstbreachofcontract

 Toensurethatconsumersareprotectedfromthesaleofharmful

commodities

 Toprotectconsumersfromfalseadvertising

 Toensurethathealthstandardsareadheredto

 Toensurethatcommoditiesarereadilyavailabletotheconsumers

 Toensurethatbuildingconstructionandsafetystandardsaremaintained,.

6.Highlightfourcircumstancesunderwhichthegovernmentmayissuelicenses

 Whenthereisneedtoregulatethenumberofbusinesses

 Wherethereisneedofdoingawaywithillegalbusinessinthecountry.

 Whenthegovernmentwantstoensurethattradersengageonlyinthose

businessesforwhichtheyhavebeenlicensed.

 Whenthegovernmentwantstoearntorevenuefromtheissuingof
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licenses.

 Whenthereisneedtoprotectconsumersagainsttheexploitationby

traders

 Whenthereisneedtocontrolthetypesofgoodsthatenterorleavethe

country.

7.Outlinefourwaysinwhichthegovernmentmaypromotelocaltrade

 Trainingbusinessmenonappropriatewaysofcarryingbusinesses

 Offeringfinancialaids(subsidies)

 Providingincentivessuchastaxexemptions

 Advisingbusinesspeopleonbetterwaysofcarryingoutbusiness.

 Organizingshows,tradefairsandexhibitionsthroughwhichlocaltraders

maypromotetheirgoodsandservices

 Creatinganenablingenvironmentforbusinessestothrive.

8.Highlightfourdemeritsofgovernmentinvolvementinbusinessactivities

 Maycreateunfaircompetitiontoprivateindividuals

 Leadstomisappropriationofpublicfunds

 Mayleadtoproductionofpoorqualitygoods

 Itmayscareawayinvestorswhowouldhaverenderedthesameservices

 Mostmanagerialpostsingovernmentrunbusinessesarepoliticalandnot

basedonqualification

 Mostgovernmentprojectsareexpensiveenterpriseswhichrequireheavy

investmentintermsofpersonneltrainingandequipment

 Somestate-runorganizationscontinuoslymakelossestherebyfailingto

sustainthemselves.

9.Highlightfourwaysinwhichthegovernmentcreatesanenablingenvironmentto

attractinvestors

 Favourablegovernmentpolicieslikelowtax

 Developmentofinfrastructure

 Offeringsubsidies

 Offeringincentives

 Politicalstabilityensuringsecurityinthecountry

 Provisionofrelevanteducationalskillsandtrainingfacilities

 Actingasloanguarantorstobusinesspeople

Statefourreasonswhyconsumersneedprotectionfromunscrupuloustraders.
(4marks)

 Ensurecommoditiesareofgoodquality
 Rightquantityandsizeofgoods
 Ensurestandardsofhealtharemaintained
 Ensurebuildingconstructionandsafetystandardsaremaintained
 Ensurefairpricesarecharged
 Ensurecommoditiesareavailable
 Protectconsumersfromfalseadvertising
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 Protectconsumersfromsaleofharmfulcommodities
 Protectconsumersagainstbreachofcontract.

10.Highlightfourwaysinwhichconsumersmayprotectthemselvesagainst

exploitationbytraders

 Byjoiningconsumerassociations

 Byreportingtraderswhoexploitthem

 Enlightingotherconsumersabouttheirrights

 Boycottingtraderswhoselldefectiveproducts

11.Givefourwaysinwhichcommercialattacheesmaypromotethevolumeofexports

inthecountrieswheretheyarebased

 Exploringandidentifyingnewmarkets

 Keepingstatisticsofproductsexported

 Publishingandadvertisingtheircountrysproductsinjournals

 Selectingbuyersagentsanddistributorsofthehomecountrysexports

 Orgainisingvisitstotradefairsandexhibitionsforbusinesspeoplefrom

theirhomecountries

 Attendmeetings,seminarsandworkshopsontradepatternsofthe

countriesandkeepdataofnewmarketsforexports

 Informtradersintheirhomecountriesofthestandardsrequiredfor

exports

12.Statefourreasonswhythegovernmenthastoorganizeseminarsforbusiness

people

 Exposebusinesspeopletomoderndevelopmentsinmanagement

 Enablebusinesspeopletoacquireknowledgeonhowtouseavailable

resources

 Toinformbusinesspeopleonprofitablebusinessesopportunities

 Educatethemonefficientmethodsofoperatingbusiness

 Impartproperbusinessethicsforexamplegoodcustomerrelations

 Exposethemtogovernmentpoliciesregardingbusinessactivitiesinthe

country.

13.DescribefiverolesoftheKenyaBureauofstandards(KEBS)inconsumer

protection (10marks)

 Itsetsstandardsonthequalitythatmustbemetbyboththelocally

producedgoodsaswellastheimportedgoods.

 Itensuresthatharmfulgoodsareneitherproducednorimportedintothe

countrybyinspectingalllocalgoodsandimported

 Itprovidesqualityassuranceexpertssevicestoproducerstoensurethat

theyproducehighqualitygoods.

 Ittakeslegalactionagainstthosewhooperateoutsidethesetstandards

 Itensuresthatallproductsaretestedtoensurequalityandthattheybear

aKEBSmarkofquality
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 Itensuresthatallfoodsarewelllabeledandpackedsoastoensurethat

suchfoodisprotected

14.Explainfivemeasuresthatthegovernmentusestocreateanenablingbusiness

Environmentforbusinessesinthecountry

 Givingeconomicincentives-Theseincentiveswillboostthebusinessactivitiesin

thecountry.Theyincludelowtaxes,subsidiesandcheapland.

 Improvinginfrastructure-Byputtingupandimprovinginfrastructuresuchasroads

watercommunicationandelectricityinthecountrytoattractinvestors.

 Improvingsecurity-Byensuringthatthereispoliticalstabilityandgoodsecurityto

createaconducivebusinessenvironment

 Developmentofsocialamenities-Theseincludesschools,housing,hospitalsand

recreationfacilitieswhicharerequiredbyinvestors

 Enactingfavourablelawsandregulationsinthecountrythatwillboostbusiness

activities

 Simplifyingproceduresinstartingandrunningbusinessestoattractmore

businesspeople

 Provisionofsubsidies-Thisarefinancialassistancetobusinesses.Italso

involvestechnicalassistanceandmanpowerespeciallyintopmanagement.

15.ExplainfiveproblemsfacedbyKETA

 Poorinfrastructurewhichdiscouragesinvestors

 Highrateoftaxationwhichdiscouragesinvestorsandmakeslocalgoods

expensive

 Insecuritythatdiscouragesinvestors

 Corruptionwhichmayaddextracosttoprojects/investments

 InadequatefundsthatmakesitdifficultforKETAtocarryoutitsfunctions

16.Explainfivereasonsthatjustifytheinvolvementofagovernmentinbusiness

activities(10marks)

 Toprovidesensitivegoodsandservices-Thegovernmentprovidesgoodsand

servicesthataretoosensitivetobeleftinthehandsoftheprivatesectorfor

examplefirearms.

 Topreventexploitationofthepublic-Thegovernmentinvolvesinbusinessto

preventexploitationofthepublicbyprivatepersonsespeciallyintheprovisionof

essentialgoodsandservicessuchassalt,sugarandcommunication.

 Toprovideessentialgoodsandservices-Thegovernmentgetsinvolvedin

businessactivitiestoprovideitscitizenswithessentialgoodsandservicesin

areaswhereprivatesectorsareunwillingtoinvestbecauseoflowprofitseg

provisionofwater.

 Topreventforeigndominanceoftheeconomybyinvestinginareaswherethe

localsarenotableto

 Tocreateemploymentopportunitiesbyinitiatingprojectssuchasprovisionof
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electricityandkazikwavijanainitiatives.

 Toprovideessentialgoodsandserviceswhichprivateindividualsarenotableto

duetolargeamountofcapitalrequiredegelectricity.

17.Explainfivemeasuresthatareadoptedbythegovernmenttoprotectconsumers

againstexploitation

 Settingupstandards-ThegovernmentthroughtheKEBSsetsstandardswhich

mustbemaintainedbyproducersandtraders.

 WeightsandMeasuresAct-Thegovernmentensuresthattheequipmentused

forweighingandmeasuringarecorrectandaccuratebyregularcheckingand

adjustingoftheequipment.

 Licenses-Thegovernmentrequiresmanufacturersandbusinesspeopletoget

licensesbeforecommencingtheirbusinessoperationsthisensuresthatthereis

controlofthetypeofbusinesscarriedout.

 FoodandDrugsAct-Thegovernmentensuresthatproducersandtradersdonot

includeanysubstancethattheyselltocustomerswhichmayhaveharmfuleffects

tothecustomershealth.

 TradedescriptionAct-Ensuresthataproducersortradersdoesnotcheatthe

consumersbyprovidingfalsedescriptionofcommodities.

 Pricecontrol-Thegovernmentmaysetapricebeyondwhichacommodityshould

notbesold.

 RentandTribunalAct-Ensuresthattenantsarenotoverchargedbylandlords.

18.Statefourreasonswhythegovernmentissueslicensestobusinesses

 Toobtainrevenue/sourceofrevenueforthegovernment

 Regulatingthenumberofbusinessesinanygiventimetoavoidunhealthy

competition.

 Regulatingthenumberofbusinessinanyonelineofaction.

 Ensuringthattradersengageonlyinthosebusinessactivityforwhichthey

havealicense.

 Controllingillegalbusinessinthecountry

 Ensuringthatthosewhoengageinprofessionalactivitiesmeetthe

requirement.

 Controlthetypeofgoodsthatshouldenterorleavethecountry.

19.HighlightfourservicesofferedbythelocalauthoritiesinKenya

 Garbagecollection

 Watersupply

 Streetlights

 Repairofroads

 Provisionofsocialservicese.g.schools,hospitals

 Recreationalfacilitiese.gsportsfields,stadiumse.t.c

 Provisionofhousingneeds
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20.Outlinefourwaysinwhichthegovernmentcreatesenablingenvironmentfor

business

 Offeringseveralincentivestoencourageinvestmentsliketaxholidaysubsidies

 Provisionofcreditthroughgovernmentinstitutions

 Creatingapoolofqualifiedmanpower

 Provisionofsecurity

 Ensuringthereispoliticalstabilityandgoodwill

 Provisionofinfrastructuretoreducecostofprovision

 Liberalizationofmarketing
State4functionsofKEBs

 Testgoodstoensuretheyaresafeforconsumersuse

 Destroycontaminatedgoodsorpoisonousgoods

 Destroypoorqualitygoods

 Ensureallproducershavemetrequiredstandardswhenproducingtheirgoods

 Checklabelsandpackagestoensuretheyhavecorrectinformation

 Controlandmonitortheuseofstandardizationmarks

Amanufacturingfirmhasbeenconsistentlyreleasingtoxicwastesintothe

neighborhood.Outlinefourmeasuresyoucantaketostopthefirmfromsuch

malpractice

 Publicizingthemalpracticetobeknowntothepublic

 Takelegalactionincourt

 ReporttotherelevantauthoritylikeNEMA

 Educateneighbourstofightfortheirrights

 Boycottthefirm’sproducts

 Carryoutdemonstrationagainstthefirm

 Reasonoutwiththefirmstoeducatethemontheimportanceofconservingthe

environment.

21.LocalleaderswouldliketoseemorebusinessenterprisesestablishedwithinUgenya.

Outlinefourmeasuresthegovernmentcantaketoencourageinvestmentsinthisregion

 Improveinfrastructureespeciallyroads

 Providesecurity

 Provideincentivese.g.taxholiday

 Improveaccesstofinance/provide

 Reducebureaucraticrequirementforlicensing

 Providesocialamenitiese.g.schools,hospitals,marketskillse.t.c

 Provideawarenessofinvestmentopportunities



isabokemicah@gmail.com

Novels,UpdatedCPA,KASNEB,HighSchool&PrimaryNotes 0705525657
73

22.Limitationsofconsumerinitiatedmethodsofconsumermethods

 Lackofsupportbythegovernment

 Lackoffinance

 Ignoranceofconsumers

 Reluctanceofconsumerstojointheseassociation

 Lackofinitiativefromconsumerstocheckontradersperformanceandreport

casesonnon-compliance

23.StatefourreasonswhysomelocalauthoritiesinKenyafinditdifficulttoprovide

publicutility

 Lackofadequatefinance

 Poormanagementskillsoftheselocalauthorities

 Politicalinterferenceandwrangle

 Poorgarbagecollectionandisposal

 Embezzlementoffunds

 Corruption

24.Listfourtypesofcomplaintsthataconsumerorganizationmayreceivefrom

consumer

 Poorqualitygoodsandservices/damagedgoods

 Incorrectweightsandmeasures

 Poorhygienicconditions

 Contrabandsitems/prohibitedgoods

 Hoarding

 Misleadingadvertisements

 Environmentalpollution

 Harmfulproducts

 Priceovercharge

State4waysinwhichKenyaBureauofstandards(KEBS)regulatesbusinesses.

 Conductingregularinspectionstoensurethatstandardsaremeetbybusinesspeople

 Theystamponproductstoprovethattheestablishedstandardshavebeenadheredto.

 Takelegalactionsagainstthosewhovioletsetstandards.

 Setstandardsforalllocalandimportedmanufacturedgoodsbyconductingresearchand

testsonthesegoods.

 Ensuresbusinesseshavevalidlicenses

 Testgoodstoensuretheyaresafeforconsumeruse

 Destroycontaminatedorpoisonousgoods

 Checklabelsandpackagestoensurethattheyhavethecorrectinformation

25.Statefourwaysinwhichthegovernmentisinvolvedinbusinessactivities
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 Regulation

 Training

 Internaltradepromotion

 Eternaltradepromotion

 Serviceprovisions

 Creationofenablingenvironment

 Consumerprotection

25.Statefourfunctionsofconsumerassociations

 Dealingwithcomplaintsabouteffectiveitemsboughtbymembers.

 Makingsurecommoditiesarenothoardedandthataregularsupplyismaintained

 Ensuringthatweightsandmeasurementsofcommoditiesarecorrect

 Educatingmembersontheirrightsasconsumers

 Ensuringthathealthandsafetyregulationsareadheredto

 Ensuringthatessentialgoodsandservicesareavailableandthattheirpricesare

fair.

26.State4factorslimitingtherolesofconsumerassociationsinKenya

 Lackofsupportfromthegovernment

 Lackofcapitaltofinancetheirorganizations

 Ignoranceofconsumersabouttheirrights

 Reluctanceofmanyconsumerstojointheseassociationssothattheymay

voicetheircomplaintsasagroup

 Lackofinitiativesfromconsumerstocheckontradersperformanceand

reportcasesofnon-compliancetoqualityandprice.

27.Outlinefivewaysinwhichthedepartmentofexternaltradepromotesa

country’sexternaltrade

 Exploreandidentifynewmarketsformoreexportopportunities

 researchandanalysemarketsforexportsfrom theirhomecountries

 keepstatisticsofproductsi.e.volume,packagingsizesandmethodsof

manufacturing

 attendmeetingsseminarsandworkshopsontradepatternsofthetrading

countries/onbehalfofexporters

 publishandadvertisetheircountry’sexportsinbusinessjournalsof

magazines

 selectbuyers,agentsanddistributorsofthehomecountry’sexports

 inform tradersoftheirhomecountriesofthestandardsrequiredforexports

28.Explain5challengesfacingconsumerassociations

L̠ackofsufficienteducationtoconsumers-consumersarenotawareoftheirrightsand

thustakenoaction

C̠onsumerapathy-consumersdonotreportexploitativeactionsbytraders

I̠nadequatefunds/finances-theassociationslackfundstocarrytheiractivitiesrelated
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toconsumerprotection

L̠owmembership-fewconsumersareunawareoftheirexistenceandthusdonotjoin

L̠ackofsufficientgovernmentsupport-manyconsumerorganizationsarenot

supportedbythegovernmentastheyareseenashumanrightsgroups

L̠ackofpoliticalgoodwill-politiciansdonotsupportconsumersintheirfightfortheir

rights

I̠ndividualism-consumersprefertoactindividuallywhenbuyinggoodsorhandling

unfairtraders,theydonotuniteandcomplainasagroup

COMMUNICATION.

1.Definethetermcommunication

 Communicationistheprocessbywhichinformationispassedfromonepersonor

placetoanother.

2.Outlinetheroleplayedbycommunicationinanygivenorganization

 Itisusedtogiveinstructionsonwhatshouldbedoneatworkandduringwork.

 Itenhancesgoodrelationsamongworkerstherebypromotingandenhancingtheir

efficiency.

 Throughcommunicationmostorganizationshavebeenabletoimprovetheir

image,forexamplethroughadvertising.

 Itusedtoimprovetherelationshipbetweentheorganizationandthecustomeror

clients.

 Forco-ordinatingpurposes,communicationisusedtoensurealldepartments

workinharmony.

 Thefeedbackgotfromtheclientsorcustomershelpstoimprovean

organization’sreliabilityandqualityofgoodsandservicesoffered.

 Communicationisusedasatoolformanagement.

 Gooddecisionsaremadeascommunicationhelpsoneunderstandallthe

necessarymatters.

FORMOREHIGHSCHOOLRESOURCESCONTACTMRISABOKE0714497530

3.Brieflyexplainthefollowinglevelsofcommunication

(a)Verticalcommunication

 Involvestheflowofinformationeitherdownwardsorupwards,forexample,froma

senioremployeetoajunioremployee

(b)Horizontalcommunication

 Isalsoreferredtoaslateralcommunicationwhichispassingofinformation

betweenpeopleofthesamerankorstatus,forexamplefromonedepartmental

managertoanotherdepartmentalmanager

(c)Diagonalcommunication

 Iscommunicationofdifferentpeopleindifferentlevelsofmanagementor

departmentsforexampleareceptionistcommunicatingtoaproductionmanager.
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4.Distinguishbetweenformalandinformalcommunication

 Formalcommunicationisofficialanddocumentedandfollowscertainrulesfor

exampleaworkerwritinganofficiallettertoanorganization’sseniors.Informal

communicationdoesnotconformtoanytime,forexamplecommunicatingto

friendsandrelatives.

5.Statetheessentialelementsincommunication.

 Thesenderwhoisthesourceoftheinformationbeingcommunicated

 Thereceiver(orrecipient)ofinformation

 Themessagebeingcommunicated

 Thechannel(ormedium)throughwhichthemessageispassedon

 Feedbackwhichistheresponseorreactionoftherecipient.

6.Highlightthevarioustypesofverbalcommunication

 Face-to-facecommunication

 Telephoneconversation

 Radiocallsconversation.

7.Statetheadvantagesanddisadvantagesofverbalcommunication

Advantages

 Alargenumberofpeoplecanreceivetheinformationatonceforexamplewhen

addressinginameeting.

 Thereisimmediatefeedback

 Clarificationcanbemadeeasilyandimmediately

 Thisispersonalappeal

 Itcanbeveryconvenientandpersuasive

 Itisfastsincetheintendedinformationreachestherecipientimmediately.

Disadvantages

 Itisnoteasytoknowifthemessageorinformationhasbeenreceivedparticularly

ifthereceiversaremany

 Itispronetooutsideinterferenceduetonoiseandotherformsofdisruptions

 Incaseofincorrectpronunciationofwords,therecouldbedistortionofthe

information

 Thereisnorecordforfuturereference.

 Themethodisnoteffectiveforrecipientswithlearningproblems.

 Cantakealotoftimetopassintendedinformation.

8.Outlinethevariousbarrierstoeffectivecommunication

 Noisemayhindereffectivecommunication

 Theemotionalstateofboththesenderandtherecipient

 Useofthewrongchanneltocommunicate

 Breakdownofachannelusedtocommunicate

 Illiteracyoftherecipientparticularlyforwrittencommunication.
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 Theattitudeoftherecipienttowardsthesenderandtheinformationbeing

communicated

 Useofdifficultvocabularyorwordsbythesender

 Lackofconcentrationonthepartoftherecipientmayaffectcommunication

 Poortimingbythesender.

9.Highlightreasonsthatwouldmakeanorganizationusecellphonesforcommunication

withinandoutsidetheorganization.

 Onegetsimmediatefeedback

 Itisfastandcanbeusedtosendurgentmessages

 Thereispersonalappeal

 Thesenderhasagreatopportunitytoconvinceandpersuadetherecipient.

 Itisnotveryexpensiveparticularlyformakingcallsforashortdurationoftime

 Itcanbeusedevenwhenboththesenderandtherecipientarefarapart

10.Statethevarioustypesofwrittencommunication.

 Written

 Memorandum(memos)

 Reports

 Notices

 Telegrams

 Circulars

 Minutes

11.Statethereasonswhyanorganizationwouldusewrittencommunicationinsteadof

verbalcommunication.

 Writtencommunicationprovidesevidencewhichmaynotbethereinverbal

communication

 Writteninformationcanbestoredforfuturereferenceunlikeverbalwhichcannot

bestoredanddependsontherecipientsmemory

 Itisnotpronetodistortionsandthereforemoreaccuratethanverbal

communication

 Writtencommunicationcanbeinformofdiagrams,illustrationandmapswhichis

notpossibleforverbalcommunication

 Somewrittencommunicationsuchasletterswouldbecheaperandtimesaving

thanverbalcommunication,forexamplemakinglongtelephonecalls.

 Writtencommunicationcanbeusedforconfidentialmessages,forexample

registeredmails.

12.Statethedisadvantagesofwrittencommunication

 Writtenisnotverypersuasiveorconvincing

 Thereisnopersonaltouch

 Itcanonlybeusedbyliterate

 Itcanbeslowwhereletterstaketimetoreachtherecipient
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 Ittakestimetogetafeedbackfromtherecipient

 Messagescannotbeenhancedbygestures,thatis,bodylanguageorface

expressions

 Itcanbeexpensetofileallthewrittencommunication

13.Outlinethevariousmeansofvisualcommunication

 Charts

 Photographs

 Gestures,whichmayincludesignsandsymbols

 Slides

14.Statetheadvantagesanddisadvantagesofaudio-visualofcommunication

Advantages

 Informationismoreattractiveandappealing

 Canreachmanypeopleatonce

 Itcanbeusedevenforthosewhocannotreadandwrite

 Immediatefeedbackisreceivedfromthewaytherecipientbehave

 Canbeentertaining

Disadvantages

 Canbemisinterpreted,forexampleifthereceiverdoesnotunderstandthesigns

orgesture

 Notsuitableforpassingconfidentialinformation

 Itisnotpossiblefortherecipienttogiveafeedback

 Gestureandsignsareonlysuitabletothosewhocanunderstandthem

 Theinitialcostofpreparingtheseformsofcommunicationmaybehighforthe

sender

 Itmaytakealotoftimetopreparetheseformsofcommunication

15.Outlinethevariousservicethatfacilitatecommunication

 Registeredmail,forsendingvaluableorconfidentialinformation.

 Speedpostservicesofferedbythepostofficetosendlettersparcelsusingthe

quickestmeanspossible

 Posterestante,usuallyusedbythosewithoutpostaladdresses

 Businessreplyservicewhichenablescustomersandclientstoreplytoabusiness

withouthavingtopayforpostagestamps

 Broadcastingservicesthroughvariousradiostations

 Printmediasuchasthevariousnewspapers,magazinesandjournals

 Internetserviceswhichconnectonetotheworldwidewebsite

 Telephoneservices

16.Statethevarioustrendsincommunication

 Mobileorcellphoneuse

 Internetwhichusesinterlinkedcomputerstotheworldwidewebsite
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 Fax,whichcanbeusedtosendwrittenmessagesveryfast

 Informationandtelephonebureauswhereonecanmakelocalandinternational

calls

 Movetowardsapaperlessoffice.

 Transformationoflanguage.

17.Highlightthefactorstobeconsideredwhenchoosingameansofcommunication.

 Thecostbecausesomearemoreexpensivethanothers

 Availabilityofthemeans

 Reliabilityorassurancethatthemessagewillreachtherecipient

 Thedistancebetweenthesenderandtherecipient.

 Theliteracylevelofboththereceiverandtherecipient

 Theconfidentialnatureoftheinformationbeingsent

 Theurgencyofthemessage

 Ifthereisneedforevidenceorneedforfuturereference

 Thedesiredimpactofthemeansupontherecipient.

18.AdviceMaryWakiowhysheshouldnotusetelextocommunicatetoherfriends

 Herfriendsmaybeilliterateandmaybeunabletoreadthemessagereceived

 Herfriendsmaynothaveareceivingmachineandwillbeunabletogetthe

information

 Itcanbeexpensivetouseasthesenderpaysasubscriptionfeeandrentalfee

whileheandtherecipientpaysforthesentmessage

 Itcanbeexpensivetobuytheteleprintersusedinreceivingandsending

information

 Telexmayonlysendwrittenmessagesbutcannotbeusedtosendmaps,

diagramsandcharts

19.Statecircumstanceswhensignlanguagecanbethemostappropriateformof

communication

 Whencommunicatingtosomeonewhohasahearingproblem

 Ifonewishestopassasecretorcodedmessage

 Ifboththereceiverandthesenderarefarapartbutcanseeeachother

 Itcanbeusedincasethereisalanguagebarrier

 Inanenvironmentalwherethereisalotofnoiseorphysicalinterferencetoother

formsofcommunication,signlanguagemaybeused

 Itcanbeappropriatewhereboththerecipientandthesenderunderstandthe

signs.

20.Statefourreasonswhyface-to-facecommunicationwouldbeprefferedtowritten

communication

 Whenimmediatefeedbackisrequired

 Incaseofameeting

 Ifclarificationisrequired
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 Whereinformationisconfidential

 Wherefacialexpressionisrequired

21.Statefourcircumstancesunderwhichsignlanguagemaybeusedincarryingout

business

 Wherethereisnocommonverballanguage

 Wherethereisalotofnoiseinterruption

 Wheresilencemustbeobserved

 Wherethereisneedfordemonstrations

 Whereonepartyisdeafordump

 Whereitistheonlymeansofcommunication

 Wherethemeaningofsignsiswellunderstoodbythetwoparties

22.Outlinefourlimitationsofusinginternetasameansofcommunication

 Expensivetoaffordbysmallfirms

 Onlyoperatesinconnectedareas

 Canonlybeusedbyliterategroups

 Cannotbeusedinareaswithoutpower/electricity

23.Highlightfourlimitationsfortheuseofmobilephonesincommunication

 Poornetworkcoverageinsomeareas

 Pronetotheftincrowdedareas

 Expensivetomaintain(frequentairtimetopups)

 Notsuitableforthedeafanddump

 Radiowavesmaycausehealthproblems

24.StatefouradvantagesofsendinginformationthroughSMSoveraletter

 Itisfaster

 Itcanprovidequickfeedback

 Itsmorereliable/sendercanknowifthemessageisdeliveredornot

 It’sacheapmeansofcommunication

 Identityofthesenderisrevealed

 Themessagecanbesavedforfuturereference

25.Outlinefourcircumstancesunderwhichatraderwillusee-mailtosendmessages

 Whenmessageissendurgently

 Whensavingoncosts

 Whenimmediatefeedbackisrequired

 Whenmessageisdetailed

 Wherethemessageistobesendtomanypeople

 Wherethereisneedforstorageforfuturereference
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26.Givefouradvantagesofdownwardcommunicationinanorganization

 Facilitatestrainingofjuniors

 Importantwhenevaluatingbusinessperformance

 Necessarywhendelegatingduties

 Helpsinsolvinganyproblemsfacingworkers

 Helpsininspiringandmotivatingjuniors

27.Explainfivebenefitsthatmayoccurtoapersonwhousese-mailasaformof

communication

 Itfasterinsendingmessagethussavingtime

 Itallowsforimmediatefeedback

 Itisrelativelycheapandonecanafford

 Informationobtainedcanbesavedforfuturereference

 Itmakesitpossibletocommunicatewithpersonsfaraway

 Onecangetamessagethatcontainphotos/diagrams

 Possibletoforwardinformationtootherpeople

 Itreducesontheuseofpapers

28.Explainfivefactorstoconsiderwhenchoosingmeansofcommunication

 Speed–choosethemosturgent

 Cost–choosethecheapest

 Confidentiality

 Distance-determinedbythedistancebetweenthesenderandthereceiver

 Evidence–incaseoffuturereferencewrittencommunicationisthebest

 Reliability

 Desiredimpression

29.Explainfiveshortcomingsofinternetservices

 Informationmaynotbesecure–sincepeoplenotintendedtomayaccessit.

 Informationcanbedivertedbycompetitors–whoknowthepassword

 Computersmaybeinvadedbycomputervirusthatwillinterferewithcomputer

programs

 Couldbeusedtotransmitharmfulinformationegterrorism,drugsand

pornography

 Itmaybeslowortakinglongtimetoaccessinformationsincecomputershasto

gothroughamassinformation

 Oneneedstobecomputerliterate

30.Highlightfivebenefitsthatmaybeenjoyedbyabusinessorganizationthatengages

ine-commerceinhertradingactivities

 Facilitatesaccesstolargemarket

 Largeorsmallbusinesscantransactbusinesswithoutdiscrimination

 Itisafastwayofdoingbusiness

 Itreducespaperworkasmanydealsareonline
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 Servicesoncostofsendingreceivingandstoringbusinessinformationischeap

 Onecanaccessotherbusinessinformationfromtheinternetenhancingthe

runningofthebusiness

31.Statefouressentialcomponentsforcommunicationtotakeplace

 Thesender

 Thechannel

 Themessage

 Thereceiver

32..Listfourformsofcommunication

 Verbal/oral

 Written

 Audio-visual

 Audio

 Visual

33.Statefourcircumstancesunderwhichverbalcommunicationmaybepreferredto

writtencommunicationinabusinessenterprise

 Whereconfidentialityisrequired

 Whereimmediatefeedbackisrequired

 Wherespeedisnecessary

 Whenitiseasiertoconvince/per

34.StateanyfourcurrenttrendsincommunicationinKenya today

 Increaseinuseofcallingcards

 Useofmobilephones

 Useofemail

 Useofinternet

 Useofintranet

 Useofcybercables

35.Explainfivepositiveeffectsofintroducingmobilephonesincommunicationindustry

inKenya.

 Fastercommunication

 Canbeusedtoremit/transferofmoney

 Cansendwrittenmessages

 Theyareportable

 Accessiblefor24hrs/continuous

 Youcanaccessinternetfromanywhere

 Youcanuseforalteration

36.Explainfivefactorswhichmayhindereffectivecommunication
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 Lackofcommonlanguageforbothsenderandthereceiver

 Languagebarrier-whichreceivermaynotfullyunderstand

 Wideagegapbetweenthereceiversandsender

 Poortiming-whenonemaynotbereadytoreceivethemessage

 Useofincorrect/inappropriatemeans-leadingtodistortionofthemessage

 Negativeattitudes-ofoneofthetwocommunicationparties

 Severalmessagespassedthroughfew oronechannel

 Poorlisteningskills-oneofthepartiesfailingtolistenproperly

 Badweather-meansbeingusedisaffectedbybadweather

 Differenceinsocialstatusofthecommunicatingparties-andarenot

consideredtoeachotherpositions

 Unavailability/ineffectiveinfrastructuree.g.landlines/opticcableforcheap

internetconnections

 Distractionbynoise,lightsmelletc

 Wrongmedium-forexampleonemaynotconveyaconfidentialmessageoverthe

telephoneeffectively

 Unfamiliarnon-verbalsigns–useoffacialexpressions,gesturesandnoddingthat

isnotfamiliartooneofthepartymaymakecommunicationineffective.

37.Explainanyfivebenefitsthatmayaccruetoanorganizationthatuseseffective

communication

 BetterPerformance–Goods&objectiveswillbeknownhenceworkerswillwork

towardsachievingthem.

 Efficiency–Workersareabletoincreaseproductivitywhencommunication

iappropriate.

 Bettermanagement-Theinformationwillbeusedforbetterplanning/control.

(Easydecisionmaking).

 Properuseofresources–Thusredeemingtimeandeffortwastage.

 Improvedcustomerrelations–Thefirmwillbeabletoestablishcustomerneeds

/eliminatingcustomerdissatisfaction.

 Coordination–Irrespectiveofdistance/wouldthusenhancingteamwork.

38.Outlinefivedisadvantagesofsirensasaformofcommunicationthatispopularwith

ambulancesandthepolice

 Maybedifficulttointerpretintheabsenceofwrittenorspokenword

 Mayrequireadditionalorspecializedskillsofcomprehensionandinterpretation

 Expensivewayofcommunicationasitneedssomeskills

 Thereisnofeedback

 Limitedcoverageasitservessmallaudiencewhoareaccessible

 Meaningofsomesymbolsmaynotbeunderstood

39.Discussfiveadvantagesofmobilephonesincommunication

 Itisportablehenceconvenient

 Hasshortmessageservices
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 Canbeusedforotherpurposese.g.calculator

 Canbeusedanywherewhenthereisnetwork

 Affordable/cheap

 Canbeusedforstronginformation

40.Explainfiveelementsofeffectivecommunication

 Sender–Thisisthesourceofthemessage.

 Message-Thisistheinformationtobecommunicated.

 Channel-Thisisthemedium/meanstobeusedinconveyingthe

message/information

 Encoding-Thisistheprocessofforming/generatingthemessage.

 Decoding–Thisistheprocessofinterpretingthemessagesoreceived.

 Receiver/Recipient–Theparty/persontowhomthemessageissent.

 Feedback–Thisisthereceiver’sreaction/responsetothemessage.

 Clarity-Themessageshouldnotbevague/ambiguous.

 Precision/conciseness–byavoidingunnecessarydetails.

 Preparedness-sendershouldcarefullythinkthrough/planthemessagebefore

sendingit.

 Accuracy/Correctness–Messageshouldbefactual/errorfree

 Timeliness/propertiming–messageshouldbepresentedatthe

right/appropriatetime.

 Completenessofthemessage-shouldcontainalltherelevantfacts/details.

 Attentivenessoftherecipient-thereceivershouldlistencarefullytobekeento

themessage.

 Positiveattitude-sender/receivershouldhavedueregardforeachother.

 Propermedia/meansintermofchoiceandfunctionality.

41.a)Explainfivemeansofwrittencommunication. (10marks)

 Letters–aform ofwrittencommunication;business,official/formal,non-formal

etc

 Telegrams-isameansofcommunicationprovidedbythepostoffice,thesender

obtainsthetelegram form from thepostofficeandfillsthemessageonitin

capitallettersandhanditovertothepostofficeemployeesatthecounter.

 Telex-isameansofcommunicationusedtosendshortordetailedmessages

quicklybyuseofateleprinter.Theserviceisprovidedbythepostofficeon

application.

 Facsimile(Fax)-involvestransmissionofinformationthroughafaxmachine.Both

thesenderandthereceivermusthaveafaxmachine.

 Memorandum (Memo)-isprintedinformationforinternalmessageswithinan

organization.Itisnormallyusedtopassinformationbetweendepartmentsor

officesinanorganization.
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 Notice-isusedtoinform agrouporthepublicaboutpastcurrentorfuture

events.Itisusuallybriefandtothepoint.Itcanbeplacedonwalls,inpublic

places,ontrees,innewspapersoronnoticeboards.

 Reports -are statements/within records offindings recommendations and

conclusionofaninvestigation/research.Areportisusuallysenttosomeonewho

hasaskedforitforaspecificpurpose.

 Circulars-aremanycopiesofasingleletteraddressedtoverymanypeople

whenthemessageintendedforeachisthesame.

 Agenda-isanoutlineoftheitemstobediscussedinameeting.Itisusually

containedinanoticetoameetingsentinadvancetoalltheparticipantsofthe

meeting.

 Minutes-arerecordsoftheproceedingsofameeting.

42.ExplainfiveServicesthatfacilitatecommunication.

Postalservice–Deliveringregistered,expressandordinarymailthroughpostal

corporation.

Businessreplyservice–wherebusinesspeoplegivetheircustomersalreadystamped

envelopestousewhenreplyingtoletters.

Courierservices–providedbyprivateindividualsororganizationsbydelivering

parcels,documentsorlettersusingfastmeansoftransport.

Franking–whencustomers/organizationsareallowedbypostalcorporationtousea

frankingmachinetoaffixpostagestampimpressiononletters.

PostRestante–serviceprovidedtovisitorswhomaynothavefixedaddress.

Telephoneservices–providedbyfirmsegAirtel,Safaricom,telkometcforafee.

Broadcastingservicesieradioandtelevisionservices.

Printingmediaservices–writtencommunicationtopassinformationienewspapers,

magazinesetc

43.YourschoolintendstoplaceanorderwithElimuCompanylimitedforthesupplyof

someurgentlyrequiredlaboratoryequipment.Explainfivereasonswhyitwouldbe

advisablefortheschooltouseemailinsteadoftelephonewhenplacingtheorder.(10

marks)

Emailsprovideevidenceforuseincaseofadispute

Emailmessagesaremoreconfidentialhenceabletomaintainsecrets/informationcan‘t

gettounauthorizedpersons.

Messagesarereceivedwithoutdistortioni.e.isreliable.

Itisaffordabletosendmessagesviaemail.

Messagescanbestoredforfuturereference.

Emailscanbesenttoseveralpeopleatonce.

Itcanprovidedetailedandcomplexinformationsuchastables,statisticsandgraphs.

44.Explainanyfivebenefitsthatmayaccruetoabusinessorganizationwhichusee-
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mailtocommunicate. (10marks)

Savesonthecostofsending/receivinginformation.

Reducespaperwork.

Savesonthecostofstoringinformation

Itisfast.

Facilitatesacesstoalargernumberofrecipients

Onecansendmessagesthatcertainphotographanddiagrams.

Thereisevidenceofcommunication.

Itispossibletoforwardtheinformationtootherbusinessmen

45.Explainanyfivelimitationsofadvertisinggoodsinnewspapers.(10marks)

Notallpotentialcustomersareabletoreadnewspapers

Thenewspapersmaybewritteninalanguageormediumthatisnotfamiliartomany

customers

Itisexpensivetobuynewspapersandmanypeoplecannotafford.

Itisexpensivetoadvertiseusingnewspaperasoneincursextracost.

Newspapersarenotabletodiscriminatebetweentheintendedgroupandothers

Newspapersmaynotreachallpartsofthecountry.

Newspapershaveashortlifeandthereforeeasilydiscarded

TRANSPORT.
Statefourcircumstancesunderwhichabusinessmanwouldchoosetotransportgoodsbyair?

 Wheregoodsareofhighvaluetojustifyhighfreightcosts

 Wheregoodsareprofitableandsorequireshorttermtransportation

 Wheresecurityisnecessary

 Whereotheralternativemeansoftransportarenotavailable

 Wheregoodsareurgentlyneeded

1. OutlinefourreasonswhyaschoolinKisumumayprefertotransportitssixty

studentstoamusicfestivalinNairobibytrainratherthanbybus. (4mks).

 Travelbytrainisrelativelycheaperthattravelbybus

 Itismorecomfortabletotravelbytrainoverlongdistancesthanbybus

 Travelismorereliableformoftravelthanbus

 Travelbytrainhasconvenientfeaturesascateringandtoiletfacilities
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2.Givefivereasonswhyamanufacturingfirmwouldbelocatedinanareawellserved

bygoodroadnetwork. (4mks).

 Tofacilitieseasydeliveryofrawmaterials

 Toeaseworkersmovementtoandfromwork

 Tofacilitatemovementoffinishedgoods

 Togaineasyaccesstoauxiliaryserviceslikebanks,postofficee.t.c

 reducedcostoftransport

State4measuresthathavebeenputinplacebythegovernmenttoensurethesafetyof

passengers

 Removalofunroadworthyvehicleswhichmaycauseaccidents

 Installationofbumpstoreducespeed

 heavypenaltiesonmotoristwhodisobeytrafficrules

 makingsurethatpassengersvehiclehavesafetybeltstominimizecasualties

 ensuringthatPSVhavespeedgovernmentstolimitthespeed

 restrictionontravellinghourstoensuredrivershaveampletimetorest

 allthePSVsareoperatingunderaSACCO

3.Outlinefourlimitationsofcontainerization. (4mks)

 Containersareexpensiveandthisincreasesthecostoftransportinggoods

 Contributestounemploymentsincecontainersarecapitalintensive.

 Notsuitablefortransportingsmallquantities

 Requiresspecialhandlingequipmentwhichmaybeexpensive

 Maynotbesuitableforgoodswithirregularshapes

4.StatefourreasonswhyroadtransportispopularinKenya (4mks).

 Availableinmostpartsofthecountry

 Flexibilitytovarietyofvehicles

 Flexibilityofroutes

 Flexibleovershortdistances



isabokemicah@gmail.com

Novels,UpdatedCPA,KASNEB,HighSchool&PrimaryNotes 0705525657
88

 Flexibilityinschedules

5.Statefourwaysinwhichthenatureofgoodswouldinfluencethechoiceoftransport.

 Ifgoodsareperishableafastandappropriatemeansisrequired

 Ifgoodsarefragile,asmoothmeansoftransportisrequired

 Ifgoodsarehighlyvalued,asafeandsecuremeansisrequired

 Ifgoodsareurgentlyrequired,afastermeansisused

 Ifgoodsarebulkyanappropriatemeanswillbeused

6.OutlinefourreasonswhyatransporterofgoodsfromMombassatoNairobimay

preferrailtransporttoroadtransport.

(4mks).

 Transportbyrailischeaperthanroadtransport

 Wheregoodstobetransportedarebulky

 Railtransporttendtohaveregulartimeschedule

 Wheregoodsareurgentlyrequired,afastermeansisused

 Ifgoodsarebulkyanappropriatemeanswillbeused

7.Statetheunitofcarriageforeachofthefollowingmodesoftransport. (5mks)

Modeoftransport Unitsofcarriage

i. Portage Humanbeings

ii. Sea ships

iii. Road vehicles

iv. Cartage carts

v. Air airplanes

8.listfourwaysinwhichtransportpromotesgrowthoftrade. (4mks)
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 Assistinthedistributionoffinishedgoods

 Aidsinthetransportoflabourtotheindustries

 Movement(transport)ofrawmaterialstotheindustries

 Createutilityofplaceandtimeofthegoods

 Facilitatesfasterexchanges.

9.Give4disadvantagesofrailwaytransportinKenya. (4mks)

 Notflexibleastrainsfollowastricttimetable

 Notallareasareservedbyrailwaylines

 Trainsareexpensivetoacquireandmaintain

 Notsuitablefortransportingurgentlyrequiredgoods

10.List4disadvantagesofusingcontainerstotransportgoods. (4mks)

 Containersareexpensiveandthisincreasesthecostoftransportinggoods

 Notsuitablefortransportingsmallquantities

 Requiresspecialhandlingequipmentwhichmaybeexpensive

 Maynotbesuitableforgoodswithirregularshapes

 Contributestounemploymentduetouseofmachiness

11.Outline4disadvantagesofinlandwatertransport (4mks)

 Slowandunsuitablefortransportingurgentgoods

 Doesnotallowuseoflargevessels

 Oftenaffectedbywaterweeds

 Itsinflexiblei.eboatscanonlytravelonwaterwithinthelake

FORMOREHIGHSCHOOLRESOURCESCONTACTMRISABOKE0714497530

12.List4advantagesofusingcontainerstotransportgoods

 Reducetheftofgoods
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 Reducedamageofgoods

 Savestimesinceloadingandoffloadingofgoodsisbyuseofmachines

 Insuranceratesarelowbecauseofenhancedsecurity1

 Specialcontainerscanbemadetocarryspecialgoods

13.Statefourmeritsofmarinetransport

 Handlesbulkygoods

 Thewayissmoothhencecomfortable

 Lesspronetoaccidentscomparedtoothermeans

 Suitableforlongdistancetravelling

14.Outline4benefitsthatcanberealizedbyreducingthenumberof14seatermatatus

infavourofbuses

 Reducednumberofaccidents

 Reducedfuelconsumption

 Reducedcongestion

 Reducedlevelofpollution

 Easysupervision/controlbypolice

 Reducedcostoftraveling

15.Outlinefourfactorsfortheincreaseintheuseofmatatusasameansofpassenger

transport

OneoftheflagshipprojectsbytheKenyanGovernmentisLAPSSETandStandardGauge
Railway(SGR).OutlinefourbenefitsofthenewRailwaylinetotheKenyaneconomy.

(4marks)
 Moreemploymentopportunities
 Fastermovementofgoods/people
 Governmentrevenue
 Tourismwillincrease
 Moregoods/cargowillbetransported
 ReductionofcongestiononKenyanroads
 Openupremoteareas
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16.Outlinefourcharacteristicsofagoodtransportsystem

 Itshouldbecosteffectivetotheusers

 Itshouldbereliable

 Shouldbecomfortabletopassengers

 Itshouldoffersafetytothegoodsandpassengers

17.Statefourpre-requisitesoftransport

 Way

 Terminal

 Methodofpropulsion

 Unitofcarriage

18.Highlightfourfeaturesoftramps

 Theydonotoperateonafixedroute

 Theydonotfollowafixedtimetable

 Theirchargesareflexible

 Theyareownedbyindividuals

19.HighlightfourwaysinwhichthegovernmentofKenyacanusetoeasetraffic

congestioninurbanareas

 Useofbusesinsteadofminibuses

 Wideningofroads/constructionofdualcarriageways

 Undergroundtrains

 Constructionoffly-overs

 Increasingtheparckingfee

 RestrictingprivatevehiclesfromtheCBD

20.Highlightfourcircumstancesunderwhichonewillchooseairtransportratherthan
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roadtransport

 Fasterthanroad

 Nothinderedbyphysicalbarriers

 Relativelyflexible

 Safeintransportingvaluableitemssuchasgold

 Freeway

 Convenientoverlongdistance

 Suitablefortransportingperishableandurgentlyrequiredgoods.

21.Outlinefourreasonsthataccountforthepopularityofhumanporteragemeansof

transportinKenya

 Flexiblesinceithasnofixedtimetable

 Cheapcomparedtoothermeans

 Readilyavailablewhenrequired

 Convenientovershortdistances

 Complementsothermeansoftransport

22.Statefourreasonsforthepopularuseofmotorcyclesintransport

 Cheaptoacquire

 Lowmaintenancecost

 Chargerelativelylowerfare

 Doesnotrequirespecialskills

 Relativelyfastercomparedtocartageandhumanporterage.

23.Statefourmoderntrendsintransport

 Pipelineandcontainerization

 Electrictrainsarereplacingdieselengine

 Dual-carriageroadsarebeingdeveloped
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 Undergroundtunnelsfortrains

 Developmentofplaneswithlargercarryingcapacity

 Useofbicyclescommonlyknownasbodaboda

PAPER2

1. Explainfivereasonsthatmayaccountforcontinueduseofhandcartsasamodeof

transportinKenya.

 Itisrelativelycheapcomparedtoothermodes

 Requireslittlecapitalascartsarecheap

 Doesnotrequirespecialskills

 Doesnotnecessarilyrequirearoad

 Doesnotrequirespecialterminus

 Suitableovershortdistance

 Appropriateinremoteareaswhereothermeansarenotavailable

 Complimentsothermeansoftransport

 Readilyavailableforhire

2.TheoilpipelinehasrecentlybeenextendedfromNairobitowesternKenya.

Explainfivebenefitsthatmaybeaccountedtothecountryfromtheextension.

(10mks).

 Largervolumeofoilwillbetransportedwithingiventime.Roadaccidentsshouldbe

minimized,astherewouldbefewertankersontheroad.

 Roaddamagewillbeminimizedduetofewertankers

 Delays/shortageoffueltoWesternKenyawillbereducedaspipelinegivecontinuessupply.

 Environmentalpollutionfromheavytankerswillbeminimized

 Pilferageoffuelwillbereducedasitisdifficulttostealoilfromthepipeline.

 TravelingbetweenNairobiandWesternKenyatakesshortertimeduetoreduced

congestionoftheroad

 Reducedcostsoftransportationoil

3.DiscussfivefactorsthathavehinderedtheexpansionofrailwaytransportinKenya.

 Highcost–railwayconstructionandmaintenanceisexpensiveventure

requiringhugeinvestment.Suchhugeinvestmentsareunaffordable.
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 Competitionfromothermodesthereexistsarelativelywideroadnetwork

whichmayleadtolowdemandforrailway.

 Poormanagement–therailwaytransportsectorhasbeenpoorlyrunresulting

inhugelosses.

 Lackofmoderntechnology–themoderntechnologythatisrequiredforan

efficientrailwaysystemisabsentinKenya

 Littlegovernmentcommitment-thegovernmenthascommiteditsresources

moreonotherformsoftransportattheexpenseofrailwaytransport

 Lackofflexibility–inabilitytorenderdoortodoorservicesmakesitless

attractive.

 Speed–itsrelativelylowspeedrenderitinappropriateforcarryinggood.

4.Explaintheadvantagesofpipelineasamodeoftransportingoilproducts.(12mks).

 Pipelineisenvironmentalfriendlyasitcontributestolesspollution.

 Itisafastmodeoftransportasitisnotaffectedbyweatherorcongestion

 Itislesspronetoaccidentsandhencemayreduceroadaccidentscausedby

tankers

 Lowmaintenancecostsduetoeaseinmaintainingthewayandunitofcarriage

 Continuossupplyoftheproductinlargevolumes

 Pipelinesmaybeconstructedinareaswhereitisdifficulttoconstructroadsor

railwaylines

 Itislaboursavingasitrequiresminimalmanpower

 Pipelinetransportmaynotbeaffectedbyadverseweatherconditions

 Itischeapmeansoverlongdistanceoroverwideregion

5.Outlinefivefactorsthatshouldbeconsideredwhenchoosingameansoftransport.

 Costofthemeans

 Distancetobecovered

 Speedofthemeans

 Availabilityofthemeans
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 Natureofthegoods

 Safetyandsecurity

6.Explainsixadvantagesofcontainerizationasamodeoftransport.(10mks)

 Minimizestherisksoflossordamageofgoodsascontainers

 Containersarefittedwithdeviceswhichmakemovementandhandlingeasy

 Savestimeandlabourinloadingandoff-loadingduetouseofmachines

 Specialcontainersareavailableforgoodsrequiringspecialattention

 Insurancecostsarerelativelylowasrisksareless

 Containerssealedatsourceinpresenceofcustomsofficialsmaynotbe

openeduntiltheyreachtheirdestinations.

 Spaceissavedwhencontainersareusedasopposedtowhenindividualitems

arepackedinthecarrier.

7.Explainfivefactorsthatlimit/discouragetheuseofpipelineasamodeoftransportin

acountry(10mks)

 Aleakagenotdetectedingoodtimemayleadtohighlosses

 Initialconstructioncostisveryhigh

 Accidentalleakagesmayleadtoenvironmentalpollution

 Itisunidirectionalthatis,travelsonlyinonedirection.

 Itcantransportonlyoneproductatatime.

 Costofmonitoringthepipelinecouldbehighasitmaynecessitatetheuseof

aircraftsduetofrequentmovementtomonitorthesafety.

 Generatecomparativelyfewerjobopportunitiesasitiscapital

intensive/requireslittlelabour.

8.Explainfivemeasurethegovernmentcantaketoimprovetheefficiencyoftheroad

transportsysteminthecountry(10mks)

 Improvingtheroadnetworksystembytarmackingmoreroadsparticularlyin

ruralareas.
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 Ensuringthatvehiclesdonotexceedtheirloadcapacitiesasthiscauses

damagestoroads.

 Ensuringthatthereisstrictadherencetotrafficlaws

 Improvingrailtransportsoastoeasecongestiononroads

 Undertakingregularmaintenanceofroadstoensurethattheyareingood

conditionatalltime.

 Ensuringthatonlytrainedandlicensedpeopleareallowedtodrivevehicleson

theroads

 Establishmentofby-passroadsystemsintheoutskirtsofurbancentresdoes

nothavetopassthrough.

9.Explainfivecircumstancesunderwhichatraderwouldprefertotransportgoodsby

train

 Whenthegoodsarebulky/heavy

 Whenthegoodsneedspecialattention/handling

 Wherethedistanceislong

 Wherethereisneedforsecurityforthegoods.

10.Explainfiveadvantagesofpipelinetransport (10mks)

 Itisenvironmentallyfriendlysinceitisfreeofnoiseandsmoke

 Pipelinesallowscontinuousflowofgoodsbeingtransported

 Pipelinetransporthelpstoreduceaccidentsthatmaybecausedbytankerson

roads

 Itislaboursavingasitrequiresminimalmanpower

 Lowmaintenancecostsduetoeaseinmaintainingthewayandunitofcarriage

 Itischeapmeansoverlongdistanceoroverwideregionbecausepressureor

forceofgravityisused.

11.Explainfivereasonsthatmayaccountforthecontinueduseofhandcartsasamode

oftransportinKenya (10mks)

 Itisrelativelycheapcomparedtoothermodes

 Requireslittlecapitalascartsarecheap

 Doesnotrequirespecialskills
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 Doesnotnecessarilyrequirearoad

 Doesnotrequirespecialterminus

 Suitableovershortdistance

 Appropriateinremoteareaswhereothermeansarenotavailable

 Complimentsothermeansoftransport

 Readilyavailableforhire

12.Explainfivewaysinwhichagoodtransportsystemfacilitatesthedevelopmentof

manufacturingindustries (10mks)

 Rawmaterialsaresuppliedtothefirmhencecontinuosproduction.

 Finishedgoodsaredeliveredtothemarketleadingtofaster

production/reducedstoragecosts

 Workerscaneasilymoveinandoutofthefactoryleadingtoefficiencyin

operation

 Reducescostoftransportleadingtolowpricesofgoods

 Stabilizespricesofgoodsduetocontinuossupply

 Enhancingspecializationasgoodsproducedindifferentfirmsareexchanged.

13.Explainfivecircumstancesunderwhichatraderwouldprefertotransportgoodsby

rail

 Incasethegoodstransportedarebulky

 Wheregoodstransportedareheavy

 Incasegoodsrequiresecuritybecausecasesoftheftandaccidentareminimalin

railwaytransport

 Incaseoflargequantitiesbecauseithaslargecarryingcapacity

 Railwaytransportischeapandeconomicaloverlongdistances

 Railwaysstationshavewarehousestostoregoodsbeforetheyarecollectedbyowners

 Incasethetraderwantstomakeadvanceplannedformovementofgoodsbecausetrain

followregulartimetables

 Railwaystationshavemanycargohandlingfacilitiesforloadingandoffloadingofgoods

hencesavestime.

 Railwayauthoritieshavetheirownmotorvehicledeliveryservicesfromtheirrailway

stations,thishelpsinconnectingthetraderstootherterminus

14.Outlinefivefactorsthatmaylimittheuseofcontainersasamethodoftransportinggoodsina
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developingcountry. (10marks)

 Specializedequipmentwhichareexpensive.Themethodcallsforspecialized

equipmentforhandlinggoodswhicharelacking/expensivetobuy/use/maintain.

 Organizationpersonnel/talents/training/operational/managementskillsneededforthe

methodmaybelacking/trainingmaybeexpensive.

 Volumeofbusinessmaynotbelargeenough/warranttheheavyinvestment/volumeof

businessmaybelow.

 Initialcapitalneededforthesystem/noteasilyavailable/expensive.

 Themethodrequiresre-degradingofexistingports/reconstructingpartwhichisquite

expensive.

 Useofmediumtechnologywhichislimited/lacing/notreadilyavailable/limitedmedium

technology(inadevelopingcountry)whichmayslowtherateofprocessinggoods.

 Generalresistancestochangebystakeholders/interested/affectedpartiesofpeople

generallyresistchange.

 Maynotbesuitableforgoodswithirregularshapes

15.Explainfivedisadvantagesoftransportinggoodsbywater

 Seapiratesandstormsmayoccurresultingtolosses

 Notsuitablefortransportingperishableandurgentlyrequiredgoods

 Itisexpensivetoconstructandmaintainartificialharbours

 Unfavourableweatherconditionsmayaffectwatertransport

 Seatransportisnotaccessibletolandlockedcountries

 Lackofloadingandoffloadingfacilitiesmayleadtodelay

 Costofacquiringandmaintainingshipsishigh

16.Discussfactorsthatshouldbeconsideredwhenchoosinganappropriatemeansof

transport

 Cost–Thecostoftransportshouldbeconsidered.Thecheapestmeansshould

bechosen

 Natureofgoods–Forexampleperishablesgoodsrequireafastmeans,

similarlyheavyandbulkygoodsrequiresameansoftransportconvenientfor

suchgoodsegtrains.

 Reliability–reliabilityreferstoassurancethatthegoodswillreachthe

intendeddestinationattherighttimeandintherightform.Themeanschosen

shouldensurereliability.

 Urgency–Forgoodsthatareurgentlyrequired,thefastestmeansavailable

shouldbechosen.
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 Security–Themeanschosenshouldensurethatthegoodsontransitare

secureagainstlosstheftorphysicaldamages

 Distance–Somemeansoftransportaresuitableforlongdistanceswhile

othersaresuitableforshortdistances.Ifgoodsaretobetransportedforlong

distances,airorrailwaytransportwouldbeappropriate.

 Availabilityofmeans–Themeansoftransporttobeselectedshouldbebased

onitsavailability.

 Flexibility–Whereflexibilityisrequiredthenthemeansthatwouldprovide

suchshouldbechosen.Forexampleamatatuisusuallymoreflexiblethanan

aeroplane.

 Terminals–Somemeansoftransportmayhavetheirterminalsnearthe

transporterthanothers.Inthiscase,thetransportershouldchoosethe

meanswhoseterminalsareconvenientlyaccessible.

17. Explain5factorsthathaveledtoincreasedusesofcontainerisation

L̠owinsurancepremiums-goodstransportedunderthismodeattractcheap

insurancepremiumsduetoconsolidation

S̠ecurityofgoods-goodsareprotectedagainstlossbytheftascontainersare

sealedbytheexporter(consigner)

S̠afetyofgoods-goodsareprotectedagainstdamages,breakagesandhandlingis

reduced

L̠argecarryingcapacity/spacious-containersarelargeinsizeandthusholdmore

goodsatatime

S̠pecialcontainers-specialgoodsarepackedinspecialcontainerstomaintaintheir

standards

E̠conomyofspace-duetostockingcontainersoccupysmallspaceonthetrucks,

trainsorships

A̠dequatehandlingfacilities-handlingequipmentareusedattheportsandloading

pointsmakeiteasier

C̠heap-carrylargequantitiesusingthesametransportfeesontheroads,raillines

andonwater

I̠mprovedportfacilities-portsauthoritieshaveimprovedtheirportfacilitiesthat

allowquickoffloadingandunloadingatthe

terminus

I̠nlandcontainerdepot-establishmentofthecontainerdepotatEmbakasihas

increasedtheuseofcontainerization

18.Explainfivefactorsthatmaylimittheuseofpipelineasamodeoftransportina

country. (10marks)

Easytargetsforsabotage.Theyusuallycoverlongdistanceinremoteareasorjungles.

Expensiveforsmallquantities.Itisnoteconomicaltotransportsmallvolumesofitems.

Suitableforliquidsandgases.Cannottransportoneproductatatimethispreventsits

popularity

Highcostsofconstruction-initialcostsinvolvedinconstructionareusuallyveryhigh.
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Heavylossesofleakages-leakagesalongthepipelinemaybedisastrousandcanlead

tohugelossesifnotidentifiedquickly.

Requirequalifiedpersonnelandmodernequipment.Thisistohelpincontrollingand

monitoringmovement.Thesearequite

expensive.

Environmentaldegradation.Incaseofleakageitcanharmmarinelifeandpeople

WAREHOUSING.
1.Highlight4requirementsthatareneededforasmoothfunctioningofawarehouse

 Appropriateequipment

 Appropriatestaff

 Properrecordingsystem

 Properbuildingdesign

 Appropriatespecialfacilitiesegrefrigerators

3.State4consequencesthatmayariseduetopoorarrangementofgoodsina

warehouse

 Possiblelossofgoodsthroughbreakage

 Underutilizationofspace

 Theftofgoods(pilferage)

 Contaminationofgoods

 Timeislostlookingforgoodsinawarehouse.

4.Mr.JumaisawholesalerinBungomatownwhoownsherownwarehouse.Outline

4benefitsthatwillaccruetoherfromherwarehouse

 Relievedofstoragecostsincurredbyhiringstorage

 Hecanusethewarehouseaslongasisnecessary

 Heisunderdirectcontrolofthewarehouse

 Heensuressecurityofgoodsfromtheftorphysicaldamage.

 Hecanhandlethegoodsthewayhewants.

5.Outline4waysinwhichconsumersarelikelytosufferinsituationswherethereis

nowarehousing

 Consumerswillsufferfromtheproblemofunstableandhighprices

 Theconsumerswillsufferfromtheshortageofgoodsastherewillbeno

continuoussupply

 Consumerswillnothaveacontinuoussupplyofseasonalproducedgoods

 Consumersmaygetdamagesastherewillbenoprotectionfrombad

weather

 Consumersmaysufferfromtheproblemofbuyingpoorqualitygoods

 Consumersmaynotgetgoodsthatarewellpackedorblended
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6.State4prominentfeaturesofretailerswarehouse

 Mainlyownedbylargescaleretailers

 Stockfastmovingconsumergoods

 Theyholdreservestocktoensuredemandisconstantlymet

 Designedtosuiteownersspecifications

 Ownershavefullcontroloverwarehouseoperation.

7.State4rolesthecustomsofficialsinabondedwarehouse

 Verifyingtheoriginofgoods

 Checkingthequalityofgoodstoavoiddumping

 Collectingcustomsduty

 Checkingthelegalityofthegoods

 Checkingthequantityofimports

8.Give4reasonsthatmakeswarehousingavitalaidtotrade

 Itensuressteadyflowofgoods

 Ensuresstabilityinpricesofgoods

 Warehousingensurescontinuousproduction

 Goodsstoredinwarehousesimprovesinquality

 Warehousingencouragesspecialization

 Buyerscaninspectgoodsbeforetheycanbuythem

 Goodsstoredinwarehousescanbepreparedforsale

Statefourfeaturesofpublicwarehouses (4mks)
 Ownedbyindividuals
 Rentspacetotraders
 Goodsstoredtemporary
 Opentoallmembersofthepublic
 Maybesituatednearterminals
 Goodscanbegraded/packed
 Goodsareinsuredagainstloss

State4reasonswhyaproducerwouldnotneedalotofwarehousingfacilities.

Ifthebusinessislocatedneartheconsumers.

Wherethegoodsproducedarehighlyperishable.

Wherehisscaleofproductionislow.

Wherethereareintermediariestotaketheroleofstorage.

Wherethedemandofgoodsishigherthanwhatisproduced.

Ifdealingwithfastmovinggoods.

Wheregoodsareproducedonorder

9.Outline4benefitsthatmaybereceivedbyabusinessthatusesitsown

warehouse

 Businessmaintainscontinuoussupplyofgoods

 Goodsarekeptsafelyegfromtheft
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 Costsincurredinrentingspacereduced

 Itwillcontroltheoperationsofthewarehouse

 Warehousecanbetailoredtomeetitsneeds

 Itispossibletochoosedesiredlocation

10.Highlightanyfourtrendsinwarehousing

 Useofspecializedhandlingmachines

 Useofstorageracks

 Environmentalpollution

 Warehousedesignstoallowmovementforforkliftsandcranes.

11.Mention4featuresofabondedwarehouse

 Goodscanbestoreduntildutyispaid

 Goodscanbere-exportedwhileonbond

 Goodscanbesoldwhileonbond

 Releasewarrantisrequiredforgoodstobereleased

 Goodscanbepreparedforsale(repackaged,brandedorblended)

12. Outlinefourfeaturesofabondedwarehouse (4marks)

Goodscanbeboundedtilldutyispaid

Goodsarereleasedonproductionofreleasewarrant

Chargesaremadeonallgoodsstoredinthewarehouse

Goodscanbesoldwhileunderbond

Goodscanbeinspected,re-parked,blended,branded,labeledetcwhileinthe

warehousing

Goodscanbere-exportedwhileunderbond

Theyareguardedbycustomsofficials

Theyareownedbythegovernment

Theyareusedforimported/exportedgoods

13.Explainfivebenefitsofabondedwarehousetothegovernment

 Inspectionofgoods-natureofgoodsthatenterandleavethecountryare

inspectedtoensureharmfulgoodsdonot̀enterintothecountry.

 Qualityofgoods–Inspectiondonebythegovernmentmaintainsthe

standardsofgoodsenteringthecountryandensuresgoodquality

 Quantityofgoods–Governmentcanmonitorandcontrolamountofgoods

enteringthecountry.

 Sourceofrevenue–Customsdutycollectedbygovernmentactsas

revenueforpromotingothersectorsoftheeconomy.

 Documentationandregulation–Documentsregardingstorageofgoodsare

verifiedandgovernmentcaneasilyenforceallregulationsregarding

importationofgoods.
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 Thegovernmentisabletocheckonillegalgoodsenteringthecountry.

14.Explainfivewaysinwhichwarehousingfacilitatestrade.

Steady/continuousflow/supplyofgoods.Warehousingassistsinensuringasteadyflowof

goodsintothemarket

Stableprices–Warehousingensuresthatthereisnoexcessorshortageandthisresults

instableprices

Improve/maintainqualityofgoods-warehousingprovidesstoragefacilities

thatmaintain/improvesinthequalityuntiltheyaredemanded

Tomeetunexpecteddemand-unexpecteddemandcanbemetduetotheexistenceof

warehousinge.gintimeofdisaster/calamity

Inspectionofgoods-warehousingenablestraderstoinspectgoodsbeforetheybuythem

Clearanceofgoods(paymentofcustoms/duties)-warehousingfacilitatesclearanceof

importedgoodsfortraders(inspectionofgoodsbythegovernment)

Storageofgoods-warehousingenablesthetradertostoregoodsashelooksforthe

marketorduetomassproductionorallowscontinuousproduction

Preparationforsale-goodsareblended/packed/graded/sorted/brandedwhileinthe

warehouse

Protectionfromdamage/keepinggoodsingoodcondition-warehousingprotectsgoods

fromtheft/seasonal

15.Explainfivebenefitssmallscalebusinessderivefromthepresenceofa

warehouseinanarea

 Ensuresstablepricesforgoodsandservicesduetosteadysupplyofgoods

 Ensuressteadysupplyofgoodsasthegoodsarestoredwheninplentyand

releasedwhenneeded.

 Allowspreparationofgoodsforsalesuchasbrandingandgrading

 Protectsgoodsfromdamageandadverseweatherconditions

 Enablesthetradertoinspectgoodsbeforetheycanbuy

 Improvesthequalityofgoodssuchaswineandtobacco

 Traderisabletomeetunexpecteddemandsinthemarket.

16.Highlightfivewaysinwhichconsumersbenefitfromwarehousingfacilities

providedbyawholesaler

 Consumersmaybenefitwhenqualityofgoodsisimprovedthrough

packing/blending

 Consumersarelikelytogetgoodssuppliedtothemwhentheyneedthem.

 Consumersmaygetavarietyofgoodsstoredbywholesalersintheir

warehouses

 Consumersarelikelytogetgoodsthatarenotspoilt/damaged.

 Consumersarelikelytobuygoodsinconvenientquantities.

 Warehousingfacilitiesarelikelytostabilizepricestherebybenefitsthe

consumer.



isabokemicah@gmail.com

Novels,UpdatedCPA,KASNEB,HighSchool&PrimaryNotes 0705525657
104

17.Statefourfunctionsofwarehousing

 Storage

 Preparinggoodforsale

 Stabilizesprices

 Protectionofgoods/security

 Holdsgoodsupuntilcustomdutyispaidonimportedgoods

15. Underwhatcircumstancescanthelocationofawarehousebeseentobe

inappropriate

 Whenitisnotaccessible

 Whenit’splacedawayfromtheterminalorsourceofproduce

 Whenitleadstohighoperationalcosts

 Whenitdoesnothavetherighthandlingequipmentsandstaffs

16.Statefourreasonswhyitissuitabletolocateabondedwarehouseatthepointof

entryofacountry

 Foreasyre-exporting.

 Foreasyinspectionofimports.

 Topreventtheentryofharmfulgoods./dangerousgoods.

 Topreventexitwithoutlegalauthority.

 Foreasycollectionofcustomduties.

17.Outlinefourcircumstancesthatwouldhinderawarehouseformfunctioning

effectively

 Ifitslocationisnotsuitableforclient/ifitisnotaccessibletousers

 Ifitcannotstoredifferenttypesofgoods

 Ifitdoesn’thavecommunicationnetwork

 Ifitisnotwellequippedtohandlegoods/itlacksappropriatefacilities

 Ifitisnotspaciousenoughtoalloweasymovement

 Ifitdoesn’thavewelltrainedpersonnel

 Ifitdoesn’tkeepproperrecordsofmovementofgoods

 Ifitdoesn’toffernecessaryprotectiontogoodsinit

18. Statefourreasonswhygoodsmaydelayinawarehouse

 Iftheimporterisnotawareofthearrivalofgoods

 Iftheimporterisstilllookingformoneytosettledues

 Ifgoodsareyettobeinspected

 Iftheimporterisstilllookingformarket

Highlightfourwaysinwhichawarehouseisusefultoatrader. (4marks)

 storageofgoodsuntiltheyareneeded

 Protectionofgoodsfromvagariesofweather.

 Protectionofgoodsfrompilferage

 Providesroomforbulkbreaking,packingandblending

Outlinefourcircumstancesunderwhichalocalproducerwouldbuildhisownwarehouse.

(4mks)
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 Wheretheproducerneedstoexercisefullcontrolofthewarehouse.

 Wheretheproducerwishestosaveoncostsincurredinhiringapublicwarehouse.

 Wheretheproducerneedstodesignthewarehousetosuitthegoodshe/she

dealswith/ownspecifications.

 Wheretheproducerdoesnotwanttobesubjectedtolongproceduresthatare

foundinpublicwarehouses.

 Wheretheproducerisinvolvedinproductionofseasonalgoodsandmayneedto

storethemtilldemandarises.

 Wheretheproducerproducesgoodscontinuouslyonalargescale.

19. Statefourfunctionsofthepurchasesdepartmentofawarehouse

 Receiptofrequisitions

 Purchasingallgoodsfortheorganization

 Maintainingthesuppliersrecords

 Managinganeffectivepurchasesmanpower

 Dispatchinggoodstovariousdepartments

20. Statefouradvantagesofwarehousingtoaretailer

 Continuoussupplyofgoodsforhiscustomers

 Storinggoodswhosedemandisseasonal

 Goodsarestoredawaitingcollection

 Goodscanbepreparedforsalethroughbreakingbulk,sorting,packing,and

blending

 Protectinggodsfromphysicaldamage,pilferageandadversewealthcondition

 Relievesretailersoftheneedtocarrylargestocksandtheycanalwaysreorder,

thesehelpsthemtostartbusinesswithouttoomuchcapital

21.LoboTradersintendstoconsultawarehouse.Explainfivemeasuresthat Lobo

wouldtaketoensuresmoothfunctioningofthewarehouse.

 Ensurethatthewarehouseislocatedinaconvenient/accessibleplace

 Ensurethatthewarehouseisprovidedwithadequatematerialshandling

equipment/machines/workingmaterials/tools

 Ensurethatthewarehouseisspaciousenoughtoalloweasymovement/accommodationof

goods/personnel

 Loboshouldensurethatthewarehouseisfittedwithsafetyequipmentforthe

facility/personnel/goods/ensurenecessaryprecautionistaken

 Ensurethatthewarehousehasstoragefacilitiesforholdingdifferenttypesofgoods

 Ensureadequatesecurityforthegoodstobestored/againstdamageofgoods/personnel

/facilityi.esecurityoftheareatoensuregoodsarenotstolen

 Ensurethatthewarehousehasqualifiedpersonnel
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 Ensurethatthereisapropersystemofinventorycontrol/goodrecordingsystemand

recordingsystemforstock

 Ensurethatthelaiddownlegalproceduresarefollowed

 Ensurethatthereareproperbuildings/structuresappropriatetothetypeofgoodstobe

stored

 Ensurethatthere’sefficienttransportsystem/availabilityoftransporttomovegoodsinand

outofthewarehouse

 Toensurethereiscommunicationsystembetweenthewarehouseandclientsorbywayof

examples

22.Outlinefourbenefitsthatconsumersgetfromawarehousing (4marks)

 Consumersareassuredofasteadysupplyofgoods

 Theyareassuredofqualitygoods

 Theyareassuredofsteadysupplyofgoods

 Theyareassuredofstableprices

 Theygetgoodsinconvenientquantities

 Consumersareabletochoosetherightgoodswhentheyarebraided,blendedetc

 Consumersareabletogetavarietyofgoods

23.Outlinefourfactorsthatatraderwouldconsiderinlocatingawarehouse. (4marks)

 Thelocationshouldbeidealintermsofaccessibility

 Availabilityofsuitableland

 Nearthepointofsalemarket

 Nearadequatesecurity

 Governmentpolicy

 Costofbuilding

24.Statefouradvantagesofpublicwarehousetoretailers. (4marks)

 Retailerscanrentspacetostoretheirgoods

 Retailershaveaplacetobreak

 Goodscansellstoredwhileinpublicwarehouse

 Goodsareinsuredagainstdamagecausedbyfire,theftetc.

 Protectsagainstadverseweatherconditions

 Ensurecontinuoussupplyofgood

25.Outlinefourbenefitstoabusinessthatusesitsownwarehouse. (4marks)

 Thebusinessmaintainsacontinuoussupplyofgoods

 Customersareretainedastheyaresureofgettingthegoodsondemand

 Goodsaresafefromtheft

 Savingsincreasesfornotrentingstoragefacilities
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 Goodscanbeprocessedinthewarehouse

 Canbetailoredtosuitonesspecifications

 Canbeconvenientlylocated

 Moresecurefrontdamage

 Spaceisguaranteed

26.Outlineconditionsunderwhichawarehousemaybeconsideredtooperating

efficiently/ Explainfiveessentialqualitiesofagoodwarehouse

 Thewarehouseshouldbeconvenientlylocated/typeofwarehouse

 Thewarehouseshouldbemanagedbyqualifiedpersonnel

 Operationalproceduresandguidelinesshouldbeinplace

 securitysystemsshouldbeinplacee.gcctvalarms,fireextinguishers.

 shouldhavesuitablebuildings/welldesigned

 appropriateequipmente.gcoldrooms

 compliancewiththelaw-Awarehouseshouldbeoperatedaccordingtothe

requirementsofthelaw

 Adequatespace-Awarehouseshouldbespaciousenoughtoalloweasy

movementandaccommodationofgoodsandpersonnel.

 Properrecordkeeping-Thereshouldbeaproperrecordingsystemina

warehousetoensurethatallmovementofgoodsisproperlymonitored.

 Goodtransportsystem-Awarehouseshouldbelinkedwithagoodand

appropriatetransportnetworktofacilitatemovementofgoodsinandoutofthe

warehouse.

 Goodcommunicationnetwork-Awarehouseshouldhaveagoodcommunication

networktoorsystemforeasycontactwithitsclientssuppliers.

 Appropriatestaff–Warehousestaffshouldbewelltrainedandefficientfor

propermanagementandefficientfunctioningofawarehouse.

 Properbuildingdesign-Awarehouseshouldbedesignedinawaythatit

accommodatestheintendedgoods.

Explainfivewaysofimprovingtheefficiencyofawarehouse

Ensuringthatthereisproperadequatehandlingequipment-tohandlegoodssafely

andeasily

Ensuringthatthestaffiswelltrainedandmotivated-soastoenhancetheir

performance

Toensurethatlegalrequirementsarefollowedtoavoidconflictwithlawenforcers

Provisionofsufficientloading/offloadingareas-toavoidcongestionanddelays

Ensurethereisadequatesecurity-toavoidtheftofgoodsandsafetyofworkers

Ensureproperuseofspace-byproperarrangementofgoods

Ensurethereispropersystemofinventorycontroltomonitorstockmovementsto

avoidtheft

Ensurethereissafetyequipment/personnel-totakecareofpests,fire,waterleaks

tosafeguardgoodsfromdamage
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INSURANCE.
1.Describetheproceduresthatshouldbefollowedwhentakinganinsurancepolicy.(10mks)

 Fillingaproposalform

 Apersonintendingtotakeaninsurancepolicyfillsinaproposalformfromthe

insurancecompany.Theformisdesignedinsuchawaythatitguidesthe

applicantonthedetailsrequired.

 Determiningthepremiumtobepaid

 oncethecompanyreceivestheformitstudiesthefactsgiveninandmakes

decisiononwhethertoaccepttocovertherisk.Iftheapplicationisacceptedthe

insurercalculatestheamountofpremiumtochargetheapplicant.

 Paymentofthefirstpremium

 Aftertheinsurancecompanyhasacceptedtocovertheriskandpremiumsare

calculatedtheinsuredpaysthefirstpremium.

 Issuingofcovernote(Binder)

 Theinsuredisissuedwithacovernoteafterpayingthefirstpremium.The

documentservesasevidencethatthepersontowhomitisissuedisinsuredand

wouldbecompensatedincaseofalossarisingfromtheinsuredrisk.

 Issuingofthepolicy

 Thepolicyistheactualdocumentofcontractbetweentheinsurerandtheinsured.

Itcontainstermsandconditionsoftheinsurancecover.Thedocumentisissued

withinthirtydaysandonceissueditreplacesthecovernote.

3.ExplainfourwaysinwhichtheinsuranceindustrycontributestothedevelopmentofKenya’s

economy. (10mks)

 Continuityofbusiness

o Everybusinessenterpriseisexposedtoavarietyofriskse.g.fire,theft

e.t.c.Theoccurrenceofsuchrisksoftenresultinfinanciallossestothe

business.Insuranceprovidesadequateprotectionagainstsuchrisksinthat,

ifatradersufferslossesasaresultofinsuredrisk,she/heiscompensated,

thushe/sheisabletocontinuewithbusinessoperations.

 Investmentprojects

o Insuranceenablesinvestorstoinvestinprofitableyetriskybusiness

projectsthatwouldotherwiseavoided.

o Notallthemoneyreceivedaspremiums(bytheinsurancecompanies)is

usedupforcompensationtothosewhohavebeenexposedtoriskand

sufferedlosses.Therestofthemoneyisinvestedinotherbusinessesto
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earnprofits.

 Creationofemployment

o Insurancedoesprovideemploymentopportunitiestomembersofthepublic.

 Governmentpolicy

o Theprofitsearnedareasourceofrevenueforthegovernmenti.e.

insurancecompaniesareprofit-makingorganizationswhichgenerate

revenuetothegovernmentthroughpaymentsoftaxes

 Creditfacilities

o Theinsuranceindustryhavealsoestablishedcreditorlendingfacilities

whichthebusinesscommunityusesbyborrowing.Loansaremade

availabletothepublicfordifferentinvestmentprojectsindifferentsectors

oftheeconomyandalsoforpersonalrequirements.

 Developmentofinfrastructures

o Theinsuranceindustryplaysacrucialroleinthedevelopmentofurban

facilitiesinmajor towns.Bothresidentialandofficebuildingshavebeen

developedbyinsurancefirms.Thefirmsalsoparticipateindevelopment

projectsintheareaswheretheyoperate.Theycontributetodevelopment

ofaregionbyconstructingandinfrastructuralfacilities

 Lifepoliciescanbeusedassecurityforloansfromeithertheinsurancecompany

orotherfinancialinstitutions.

 ProvisionoflifeandgeneralinsurancepoliciesencouragesKenyanstoplanahead

fortheirdependantstherebyreducingthenumberofneedyfuturestudents.

 Lossprevention-Theinsurancecompaniesencouragetheinsurednottocause

accidentsthuschannelingtheunclaimedresourcesintotheeconomy.

 Revenuetothegovernment-incomesrealisedintheinsuranceindustrysuchas

profitsmadebycompaniesandsalariestoemployeesaresubjectedtotaxation.

Thisprovidesrevenuetothegovernment.

 Creatingconfidenceininvestors–insuranceservicescreatesconfidencein

investorswhoareabletoinvestinriskybutprofitableareasinthattheyare

assuredofcompensationincaseoftheriskstakingplace.

4.Discussvariousinsurancepolicies/circumstancesunderwhichaninsurancecompanywouldnot

compensatetheinsuredintheeventoftheloss. (10mks)

 Wheninsuredhadnoinsurableinterestintheproperlydestroyedashewillnotsufferany

financialloss.

 Whentheinsureddidnotdisclosealltherelevantfacts.

 WhenthepropertyhasbeendestroyedbyanactofGod,astherisksarenotinsuredwhen

thelosswascausedbyaninsurablee.g.actofGod/earthquake.

 Whenthepolicywasnotinforceatthetimeoflossinsuredwhentheinsuredpurposely

causestheloss.

 Whentheinsurancecompanyisinsolvent,henceenabletoitsfinancialobligation.Lateclaim

whereinsuredfailstoclaimwithinstipulationperiod.

 Improperprocedureswheretheinsuredfailstofollowlaiddownprocedurewhen claiming.
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5.Discussvariousinsurancepoliciesthattheownerofasupermarketmayfinditusefulforthe

business. (12mks)

 Theft/burglary:toprotecttheownerfromlossesthatmaybemadethroughtheft/burglary.

 Fidelityguaranteed:tocoverlossessufferedthroughworker’sdishonesty

 Workman’scompensation:thisistoassisttheworkerswhomaybeinjuredinthebusiness.

 Fire:tocompensatetheownerforlossesarisingfromfire.

 Motorvehicle:tocoverbusinessvehiclesincaseofaccident

 Medicalcoverpolicy:insurancewillcompensateformedicalclaimsoftheemployees.

 Personalaccidentcover:insuresaccidenttotheownerofthesupermarketinthecourseof

hisduty.

 Good/cashontransit:insuresagainstlossesofgoods/cashwhileontransit

 Platesglosspolicy:insuresagainstbreakagescausedbyclosureofbusinesstemporary.

 Sprinklerleakagepolicy:coversaccidentaldamagecausedbyaccidentalleakages of

sprinklers.

6.Explainfourbenefitsofthe‘poolingofrisks’toaninsurancecompany. (8mks)

 Poolingofrisksenablesaninsurancecompanytocreateacommonpooloffundsfromthe

regularpremiumsfromdifferentclients.

 Itenablestheinsurancecompanytocompensatethosewhosufferlosswhentherisks

occur.

 Theinsurancecompanyisabletospreadrisksoveralargenumberofinsuredpeople.

 Surplusfundscanbeinvestedin,forexamplegivingoutloansorbuyingsharesinreal

estates

 Itenablestheinsurancecompanytomeetitsoperatingcostsbyusingthepoolfunds.

 Itenablestheinsurancecompanyticalculatepremiumstobepaidbyeachclient.

7.Explainthefactorsthatmaymakeitnecessaryforaninsurancecompanyre-ensure.

 Valueoftheproperty–whenthevalueofpropertyisgreatsuchasashipasingle

insurancecompanymayfinditdifficulttobeartheloss.

 Highriskofloss–whenchancesoflossthroughtheinsuredrisksarehighitbecomes

necessarytore-insure

 Numberofriskscovered–whentheinsurancecompanyhasinsuredmanydifferentrisks,it

wouldbetoocostlytocompensatemanyclaimsatonce,hencetheneedforre-insurance.

 Needtospreadtherisks–whentheinsurancecompanywishestoshareliabilityinthe

eventofamajorlossoccurring.

 Governmentpolicy–thegovernmentmaymakeitalegalrequirementforaninsurance

companytore-insure.
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8.Explainthemeaningofthefollowingtermsasusedininsurance (10mks)

i)Uberrimaefidei-Itisaprinciplethatrequiresapersontakingoutinsurancecoverto

discloseallmaterialfactsrelatingtothepersonorpropertybeinginsuredwithhonesty.

ii)Indemnity-it’saprinciplethatstatesinsurancecontractputsoneinthefinancial

positionhe/shewasjustbeforetheriskinsuredagainsttookplace.

iii)Thirdpartymotorvehicleinsurance–Thispolicycoverslossescausedbythevehicleto

otherpeople,othervehiclesandproperty.

iv)Contribution.–Thisprincipleoperatesinasituationwheretheinsuredhastakenaplace

withtwoormoreinsurancecompaniescoveringthesamerisk.Intheeventoflossallthe

insurancecompanieswouldcontributeproportionatelyinordertoindemnifytheinsured.

v)Subrogation-Thisprinciplestatesthatwhateverremainsofthepropertyinsuredafter

theinsuredhasbeencompensatedbecomesthepropertyoftheinsurer.

9.Discussfourcircumstancesunderwhichaninsurancecontractmaybeterminated.(8mks)

 Whentheinsuredhasnotactedutmostgoodfaithandisdiscoveredhencemakingthe

contractinvalid.

 Whentheriskinsuredhasoccurredandcompensationpaidthisbringinganendtothe

contract

 Onmaturityofthecontract,thissignifyingtheendofthepolicyagreement.

 Iftheinsureddecidedtodiscontinuethecontractmakingthecontractnolongertenable.

 Whenacourtoflaworderterminationofthecontractthisrenderingitwillandvoid

 Whentheinsurancecompanyisfinallywoundup

 Duetofailuretoreviewthecontractthisleadingtolapseofpolicy.

 Wheretheinsuredceasestohaveinsurableinterestinthepropertyincasepropertyissold.

11. Explainfivewaysinwhichtheinsuranceindustrypromotesgrowthofbusiness

enterprises

 Insuranceindustrymobilizessavingswhichthebusinesscommunity

borrowstostart/runandgiveloanstopolicyhawkersearninginterest.

 Itcreatesconfidenceamongthebusinesscommunitywhichenablesthem

totakerisks.

 Variouspoliciesprovidedbytheindustrycanbeusedassecuritytoobtain

bankloansforbusinessuse.

 Itprovidescompensationtothebusinesscommunityintheeventof

occurrenceofinsuredrisk.

 Theyinvestinrealestateswhichcanbeusedbybusinesscommunity.

 Theyadvice/informthebusinesscommunityonthemostconvenient

policiespertainingtoinsuranceoftheirbusinessthatcansuittheir

purposesherebyattractingmorecustomers.

12. Highlightfivecircumstancesunderwhichaninsurancecompanymayundertakere

-insurance

 Whenvalueofpropertyisgreatandrisktoohigh

 Tospreadtherisk
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 Ifitisthegovernmentpolicy

 Whenthenumberofriskscoveredaremany

 Whenchancesofriskoccurringarehigh

13. Explainfivebenefitsthatcouldbeenjoyedbyapersonwhodecidestotakeout

anendowment

 Policyholdercanusethepolicyascollateralsecuritytoobtainloansor

credit.

 Policyholderpartakes/sharesintheprofitofthecompanybyearning

bonuses/interests

 Incaseofdeathbeforematuritythebeneficiariesofpolicyholderare

entitledtoprofits/bonus/sumassured.

 Thepolicyholderenjoysthesumassuredifheisalivebymaturitydate.

 Policyholderisentitledtoasurrendervaluewherecontractisterminated

bytheassured.

 Itcanbeusedbythepolicyholderasaformofsavingsforfuture

investment.

 Thepolicyholderisabletodecideontheduration/timeframe/maturity

datethusenabletofititinhisfuturefinancialplans.

FORMOREHIGHSCHOOLRESOURCESCONTACTMRISABOKE0714497530

14. Lopezwhorecentlycompletedbuildingahousehasinsureditagainsttheriskof

fire.Explainfivecircumstancesthatmaypreventherfrombeingcompensatedin

theeventoflossoccurring

 WhentheinsuredhadnoInsurableinterestinthepropertydestroyedas

shewouldnotsufferfinancialloss.

 Whenshedidnotdisclosealltherelevantfactsoftakingthepolicy.

 Ifthepolicywasnotinforceatnaturaldisasterastherisksarenot

insurableegearthquakes

 Whenthepropertyisdestroyedbynaturaldisasterasriskarenot

insurable

 Whenthelossoccurredduetowillfulactionoftheinsured.

 Whentheinsurancecompanyisinsolventhenceunabletomeetits

financialobligations.

 WhenLopezfollowsimproperprocedureswhenclaimingcompensation

 Whenshefailedtoclaimcompensationwithinstipulatedtime.

15. Highlight4factorsthatmakeariskvalidforinsurance

 Partiesinvolvedmusthavelegalcapacity(roundmind,notbankruptand18

yearsorabove)

 Insuredandinsurermustacceptthetermsandconditionsofthecontract.

 Theremustbepayment(premium)andaconsideration(compensation)

 Thebusinessmustbeforalegalpurpose(notprohibitedbylaw)
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16. Highlightfourfeaturesofinsurablerisks

 Risksmustbeaccidental

 Theriskmustleadtoalossthatismeasurableinmonetaryterms

 Theinsuredmusthaveinsurableinterest

 Therehastobelargenumberofsimilarrisks

 Thevalueoftheinsureditemshouldbeeasilydetermined.

 Possibilityoftherisktakingplacemustnotbenearcertainty.

17. ListfourtypesoflifeAssurancepolicies

 Termassurance

 Annuities

 Statutory(NSSF,NHIF,WCPS)

 Wholelife

 Endowment

Givefourreasonsthatmakeinsurancecompaniesdeclinetoinsureactsofnature.4mks

thelossmayaffectmanypeopleatago

thevalueofthelossmaynoteasilybedetermined

thelossisunpredictable

theremightbeveryfewpeoplewillingtobeinvolvedtoformapool

itmaynotbeeasytodeterminepremiumstobepaid

thepossibilityoftheriskoccurringiscertain

18. Highlight4factorsthatdeterminetheamountofpremiumsinlifeassurance

 Ageofassured

 Occupationoftheassured

 Residenceoftheassured

 Healthstatusoftheassured

 Theamountofsumassured

 Thelengthoftheinsurancecontract.

19. JumawholesalersownedamotorvehiclevaluedatKshs.2,000,000whichthey

comprehensivelyinsuredforKshs.1,600,000.Thevehiclewasinvolvedinan

accidentandwrittenoff.DeterminetheamountofmoneyJumawholesalers

shouldexpecttogetfromtheirinsurer

Compensation=sumassured/insuredpremium xloss

Actualvalue

1,600,000x1,600,000=1,600,00

2,000,00
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20.Explainfivecharacteristicsofpropertyinsurance. (10marks)

 Premiumchargedidsdependentonthedegreeofrisk/numberofrisks/valueof

property-higherpremiumwillbepaidforrisksofhighdegree/number/valueand

viceversa.

 Itisacontractofindemnity–theownersoftheinsuredpropertyis

compensated/restoredforthelossofthepropertyuponoccurrenceoftherisk.

 Itisashorttermcontract–Theinsurancecontractendsafteraspecificperiodof

timeusuallyoneyear/mustberenewedforthepolicytocontinuebeinginforce.

 Policycannotbeassignedtothenextofkintoanotherindividual-theownerof

thepolicycannottransferitincaseofsale/changeofownershipofproperty.

 Ithasnosurrendervalue-shouldtheinsuredterminatethepolicybeforethe

contractexpires,he/sheisnotentitledtoanyrefundfrom theinsurer.

 Theremustbeaninsurableinterestinthepropertytobeinsured.Theinsured

mustbeinapositiontosufferfinanciallossintheeventoftheriskcovered

happeninginordertoclaimcompensation.

21.Explaintheprocedurefollowedwhenmakinganinsuranceclaim

 Notifyingtheinsurer–immediatelytheriskinsuredagainstoccurstheinsured

shouldnotifytheinsurer.

 Fillingaclaimform–afternotificationtheinsurerissuestheinsuredwithan

officialclaimformtobefilled.Detailsrelatedtotheoccurrenceoftheriskare

given.

 Investigationoftheclaim -Onreceivingthefilledclaimformtheinsurerlaunches

aninvestigationconcerningthecauseofoccurrenceoftherisk

 Preparationoftheassessmentreport–Onceitisestablishedthattheclaimis

valid,insurancecompanyusesassessorstoprepareareportconcerningthe

extendofthelosssuffered.

 Paymentoftheclaim–onreceivingthereporttheinsurancecompanymakes

arrangementstopaytheinsured.

22.Discussanyfivetypesofmarineinsurancepoliciestakenbyaship

 Marinehullpolicy–Thispolicycoverstheshipagainstlossordamageasa

resultofrisksatthesea.Risksincludestorms,fire,collision

 Marinecargopolicy–Thepolicycoverscargoagainstlossordamagewhile

beingtransportedbytheship.

 Portpolicy-Thispolicycoversaspecifiedperilwhentheshipiseither

beingloadedoffloadedorserviced.
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 Voyagepolicy-coverstheshiporcargoonaparticularjourneyegship

transportingcargofromtheportofMombasatoDaressalaam

 Timepolicy–coverslossesarisingwithinaspecifiedperiodoftime.It

usuallycoverstheshipitself.

 Mixedpolicy–Thiscoversshipsagainstlosseswhileonaspecifiedvoyage

andspecifiedtime.

 Fleetpolicy–coversafleetofshipsagainstlossesunderonepolicy.This

maybethecaseespeciallywheretherearemanyshipsbelongingtothe

sameorganization.

 Compositepolicy–Applieswhereseveralinsurancecompanieshave

insuredaparticularshipagainstthesamerisk.

23.Explainfivefactorsconsideredbytheinsurerwhendeterminingpremiumstobe

chargedonapolicy

 Healthoftheperson

 Frequencyofoccurrenceofrisks

 Extendofpreviouslosses

 Residenceoftheinsured

 Occupationoftheinsured

 Valueofthepropertyinsured

 Ageofthepersonorthepropertyinquestion

 Periodtobecoveredbythepolicy

24.DiscussthecharacteristicsofGeneralinsurance

 Thepolicycannotbeassignedtoanybodyelse

 Thepolicyhasnosurrendervalue

 Thepolicyisacontractofindemnity

 Itisnormallyashorttermcontractthatrequiresperiodicalrenewal

 Requirestheinsuredtohaveinsurableinterestinthepropertybeing

insured

 Premiumschargeddependonthevalueofthepropertyandthedegreeof

therisk.

25.Outlinefivedifferencesbetweenlifeassuranceandpropertyinsurance

Life Assurance Propertyinsurance

a)Risksareboundtohappen Risksmayormaynotoccur

b)Maybeusedasasecurity Notusedasasecurityforloan

c)Valueofthepolicyappreciatesand

sumassuredpaidatmaturitydate

Suminsuredremainsconstatnt

d)Theinsuredmayinsuresamerisk Theinsuredisnormallyrequiredto
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withdifferentcompanies insureariskwithonecompany

e)Notsubjecttotheprinciplesof

indemnity,subrogationandcontribution

Subjectedtoallinsuranceprinciples

f)Nolimitoramountspeltoutona

cover

Coversvaluedependsonthevalueof

theproperty

g)Claimguaranteed Mayormaynotresultinaclaim

26.Explaindifferencesbetweenwhole-lifepolicyandendowmentpolicies

Whole-life Endowmentpolicy

Compensationisafterdeathofassured Compensationisafterexpiryofagreed

period

Premiumsarepaidthroughoutthelife Premiumspaidonlyduringtheagreed

period

Benefitsgotothedependants Theassuredbenefitsunlessdeath

preceedsexpiryoftheagreedperiod

Aimsatfinancialsecurityofthe

dependants

Aimsatfinancialsecurityoftheassured

anddependants

27.Explainanyfivecircumstancesunderwhichaninsurermaynotcompensatethe

insuredaftertheoccurrenceoftherisk.

 Whenthelossisreportedafter14daysfromthetimeofoccurrence.

 Whenthelossiscatastrophic/bestaltsalargenumberatthesametime

 Whenthelossisselfcaused/intentional.

 Wherethereisnocloserelationshipbetweentheriskinsuredandthecauseof

theloss.

 Whentheinsuredhadstoppedpayingpremiums.

 Whentheinsureddidnotfollowtherightproceduresforclaiming.

 Whentheinsuredhadnoinsurableinterestinthepropertyinsured.

 Whentheinsureddidnotdiscloseorobeytheprincipleofutmostgoodfaith.

28.Explain5characteristicsofgeneralinsurance

P̠remiumchargedisdependentonthedegreeofrisks/numberofrisksorvalueofthe

propertyhigherpremiumsarechargedforhigherrisks)

I̠tisacontractofindemnity-compensationisdoneforthefinanciallosstotheowner

I̠tisashorttermcontract-insurancecontractendsafteraspecificperiodandmustbe

renewedannuallytobeinforce

P̠olicycannotbeassigned-theownercannottransferthepolicytoanextofkin.

Incaseofsale,thecontractexpires
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I̠thasnosurrendervalue-ifthepolicyholderterminatesthecontractprematurely,he

isnotentitledofanyrefund

T̠heremustbeinsurableinterestintheproperty-onecanonlyinsurehisownproperty

andnotanotherpersons;ownermustsufferfinanciallossincaseofoccurrence

T̠hereisamaximumlimittotheamountofcompensationusuallyuptothevalueofthe

propertyinsured

T̠hepolicycannotbeusedasacollateral-holdercannotuseittoacquirealoanas

security

C̠ontractofcontributionapplies-incaseofunderinsurancetheinsurersharestheloss

withtheinsured

U̠ncertainity-theriskmayormaynothappen,riskisnotguaranteedofoccurring

P̠rincipleofsubrogationapplies-theinsuredshouldnotbenefitfromthescrapor

benefitsfromthirdparties.

PRODUCTPROMOTION.

1.Outline4unethicalpracticesthatareassociatedwithproductpromotion

 Givefalseinformationaboutaproduct

 Notdisclosingsideeffectsofaproduct

 Overpricingofgoods

 Cheatingoningredientsofgoods

 Advertisingwithnegativeeffectsontheenvironment

 Promotinggenuineproductsbutsellcounterfeits

2.State4servicesofferedbyadvertisingagenciesinproductpromotion

 Theyhelporganizationsindesigningtheirtrademarks,logosand

advertisingmaterials.

 Theybookspaceandairtimefortheircustomersinvariousmedia.

 Theyofferadvisoryservicestotheirclientsonsellingtechniques

 Theyadvertiseonbehalfoftheirclients.

 Theychooseonbehalfoftheirclientstheappropriatemediatobeused.

3.State4recenttrendsinproductpromotion

 Useofinternetinadvertising

 Manyf.m.radiostationsbeingused

 Useofadvertisingagenciestomarketproducts.

 Useofroadshowsandconvoys

 Intensificationofpersonalselling

 Useofmobilephones(sms)

4.State4objectivesofinstitutionaladvertisement

 Promotesthenameoftheinstitution

 Tocounterstiffcompetition
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 Toopenupnewmarketterritories

 Tocreateawarenessoftheinstitution

 Stateany4currenttrendsinproductionpromotion.

Useofelectronicbillboards.

HIV/AIDSawareness

Cateringfortherightoftheneedy.

Digitaladvertisingscreens.

Useofwebsites.

Roadshowsandconvoys.

Cateringfortherightoftheyouth.

Gendersensitivityawareness

5.Outline4benefitsthatconsumersderivefromadvertising

 Itcreatesawarenessoftheproductandexistenceofproduct

 Itcautionstheconsumersaboutthepossiblesideeffects

 Italsoeducatestheconsumersonhowtousetheproducts.

 Providesentertainmentforconsumers

 Givesinformationaboutthepricesoftheproduct.

 Consumersgetinformationaboutavarietyofgoods.

 Helpsconsumerstomakeagoodchoice

6.Highlight4reasonswhybusinessesstilluseradiostopromotetheirproducts

inspiteofotherhighlyadvancedmedia

 Widergeographicalcover

 Servesboththeliterateandilliteratemembersofthesociety.

 Differentradiochannelsareabletocastindifferentlanguages

 Blindcangetthemessage

 Abletoreachmanypeopleatthesametime

 Radioisaccessibleevenintheremoteareas

 Allowsrepetitionofmessage

 Affordable/cheapertoadvertise.

7.Whataretheadvantagesofpersonalsellingasamethodofsalespromotion

 Createsgoodrelationshipbetweencustomersandsellers

 Thesellerhasachancetoexplainfinerdetailsoftheproduct

 Thesellercancollectinformationregardingthedemandoftheproduct.

 Sellercanpersuadethecustomertobuytheproduct.

 Thebuyerisabletomakeinformeddecisions

 Ittakescareofboththeliterateandilliterates

 Thesalespersoncandemonstratetheoperationsanduseoftheproduct

 Itgivesbuyeranopportunitytonegotiatethetermsofpurchase.

8.State4circumstancesunderwhichaproducerofaproductmayusepersonal
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sellingmethodtopromoteaproduct

 Whenlaunchinganewproduct

 Whentheproductistailoredtomeetcustomersspecifications

 Wherethemarketisconcentratedinonearea

 Wheredemonstrationsisrequired

 Whenthevalueoftheproductishigh

 Whenthebusinesscanaffordtofinancethesalesforce.

9.Outline4differencesbetweenfreesamplesandgifts

FreeSamples Gifts

Similartotheproductbeingpromoted Notnecessarilyrelatedtotheproduct

Givenbeforetheproductisbought Givenafterbuyingtheproduct

Givenfortrialpurposes Createsbrandyloyalty/retainsthe

customers

Inducespotentialcustomerstomake

apurchase

Makesthecustomerstobuygoodsin

largequantities

10.Give4circumstancesunderwhichamanufacturerwoulduseinformative

advertising

 Whenlaunchinganewproduct

 Whentherearechangesinprice

 Whentherearenewusesoftheproduct

 Toinformaboutfeaturesofaproduct.

 Toinformonwheretofindtheproduct.

11.State4circumstancesunderwhichonewouldchoosetoadvertiseaproduct

throughtelevision

 Widecoverage–reachesbothliterateandilliterate

 Audio-visualenablescustomerstosee,hear–theadvertisement

appeals.

 Educatespotentialcustomersonusageoftheproduct

 Possibletoillustratethebasicfeaturesofaproductanditsusage.

 Hardtoignoresinceitisentertaining.

12.State4disadvantagesofaftersalesservicesasamethodofproduct

promotion

 Itisanextraexpensetothetrader

 Installation,maintenanceandrepairsmayrequirespecialistswhoare

expensivetohire.
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 Thecustomeristiedtoonetraderformaintenanceandrepair

 Itmayencouragecarelessnesswhenhandlingtheitemswhichresults

tolosses

 Thereiswastageoftimeandmoneyifthebuyerandthetraderare

geographicallyfarapart

13.List4disadvantagesofadvertisementstotheconsumer

 Increaseinpricesofproducts

 Leadstoimpulsebuying

 Erodesculture

 Encouragesconsumptionofharmfulproducts

 Doesn’tinformconsumersofsideeffects

 Leadstoconsumptionoflowqualitygoods.

14.Outline4featuresofawellpreparedadvertisement

 Legal

 Decent

 Honest

 Truthful

 Mustnotcausegrave/widespreadoffence.

15.Highlightfivebenefitsaccruingtoasellerwhousesthepersonalselling

methodtopromoteherproducts

 Personalsellinggivestheselleranopportunitytodemonstratethe

productsthattheyareselling.

 Shecangetanimmediatefeedbackandactonit.

 Salespersonscanoffermoreelaborateexplanationsabouttheproduct.

 Sellerwillbeabletogetordersdirectlyfromcustomers.

 Personalsellingcomplimentsotherpromotionalactivities.

 Sellerscangetanopportunitytoconvincethebuyerhencemakeasale.

 Sellerhasanopportunitytoobservethereactionofcustomertothe

product

 Improvestherelationshipbetweensellerandbuyer.

 Enablesthesellertotargetthespecificgroupsinquestion.

16.Advertisinginnewspaperisoneofthepopularwaysofpromotingsaleof

goodsinKenya.Highlightfivelimitationsofadvertisinggoodsinanewspaper.

 Advertislimitedtothosewhoareliterateonly.

 Demonstrationsmaynotbepossible.

 Advertisingcanbeexpensivetotheuser.

 Readersmayignoretheadvertisement

 Someadvertisementsmaynotbeappealingastheyarenotcoloured.

 Readersinterestedinspecificareasofthenewspaperegsportsand
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entertainmentmayoutlooktheadvertisement.

 Newspapersarenotaffordabletomanypeopleandthereforetheadvert

willonlyreachpeoplewhocanaffordtobuy.

 Advertdoesnotlastlongsincenewspapershaveshortlifespan/are

disposedoffveryfast.

17.Highlightfiveethicalissuesthatshouldbepracticedinabusiness

 Ensurenodiscriminationinbusinessinareassuchaspromotion,

training,salariesandassignmentofduties.

 Ensureprotectionoftheenvironmenttoavoidpollutionanddegradation

oftheenvironment.

 Ensuresrightsofemployeesareupholdespeciallyintermsand

conditionsofemployment/welfare.

 Avoidconsumerexploitationthroughpracticessuchasovercharging

them,falseadvertisement.

 Eliminatesuseofunfairmeansofachievingbusinessobjectivessuch

givingorreceivingabribe/hoardinggoodsawaitingtheirpricestorise.

18.Explainfiveadvantagesofaftersalesservicestoabusinessusingitasa

methodofproductpromotion.

 Itisasourceofadditionalrevenuetothefirm.

 Customersareassuredoflongerservicesfromtheproductduetorepairs

andmaintenance

 Customersareofferedassistanceespeciallywhendealingwithtechnicalor

sophistication.

 Improvestheimageofthebusinessbycreatinggoodreputation.

 firmsestablishcontactwiththeircustomershencecangetfeedback.

19.FORMOREHIGHSCHOOLRESOURCESCONTACTMRISABOKE0714497530

20.Aninternationalcompanyisplanningtolaunchitsproductinthelocalmarket.

Highlightthefactorsthatshouldbeconsideredbythecompanywhenchoosing

theappropriatemediathroughwhichtoadvertisetheproduct

 Cost–Abusinessfirmshouldgoforthecheapermethod.

 Natureoftheproduct–Someproductsarebetterpromotedthrough

somemethodsthanothersegthoserequiringdemonstrationswillbe

bestpromotedthroughpersonalselling.

 Targetgroup–Thefirmshouldchooseamethodthatonlytargetgroup

toavoidwastage.

 Thelaw–Afirmshouldchooseonlythosemethodsallowedbythelaw

oftheland.

 Objectivesofthepromotionoffirm–Themethodchosenhelpthefirm

toachievethesetgoalsfortheproductpromotionegtocorrecta

dentedimageofaproductitwillbewisetousepublicrelationsmethod.

 Methodsusedbycompetingbusiness–Afirmshouldchooseamethod
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ofproductpromotionthatwillmakeitcompetefavourablewithother

firm.

 Availabilityofresources–Firmsshouldusethephysicalandhuman

resourcesthatareavailableinordertoimplementthepromotionmixeg

tousesalespersons,thefirmmusthaveenoughresourcedpersonsand

finance.

21.Outlinefivecircumstancesunderwhichabusinesspersonmaychoosearadio

asameansofadvertisinghis/herpromotion

 Wherehe/shewantstousedifferentlanguagestoreachdifferentpeople.

 Whenshe/hewanttochoosethetimetoadvertisetoreachtoa

particulargroupoflisteners.

 Whenhe/shewantstohaveawidecoveragetoreachmanypeople.

 Whereonewantstousemusicorentertainmenttoadvertiseinorderto

attractpeople.

 Whenhe/shewantstheadverttoberepeatedseveraltimestoreach

timestoreachmorepeople.

 Wherehe/shewantstheadverttoreachtheblindasitrequires

listeningonly.

 Wherebothliterateandilliteratepeopleneedtobereachedbythe

advertisement.

22.Explainfivebenefitsthatsafaricomcompanywillgetbypromotingitsproducts

byarrangingapricewinningcompetitionthroughthemediaasawayofsales

promotion

 Itstimulatesthedemandfortheproductthusincreasingsales.

 Itcanbeusedtoopenuporenternewmarkethencemoresales.

 Itwillmaketheproducttocompeteeffectivelyinthemarketbecauseof

theawarenesstothepeople.

 Itwillinformtheusersaboutthepriceoftheproducthencemore

demand.

 Itwillcreateormaintaingoodcompanyimageorreputationhencemore

demandfortheproduct.

 Manycustomerswillbuytheproducthopingtowinethepricehence

moresales.

 Thecompanywillretainthemarketfortheproductsincetheusersare

remindedofthecontinuedexistenceoftheproductinthemarket.

23.Explainfivesalespromotionalmethodswhichmaybeusedbytradersto

increasethesalesvolumeoftheirproducts

 Advertisinggoodstocreateawareness/convincecustomers.

 Brandinggoodstocreatecustomersloyaltygivevariety.

 Pricereduction/discounthencereducingcustomersexpenditure.

 Freegiftshencecustomersgetextragoods.
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 Sellingqualitygoodswhichwillsatisfycustomersneeds

 Organizingtradefairsandexhibitionstodisplayproductstocustomers.

 Creditfacilitieshencecustomerswillpaylater.

 Aftersalesservices-providingfreeservicesaftergoodshavebeen

bought.

24.Billboardsarebecomingapopularmethodofproductpromotion.Explainfive

limitationsofthismethod

 Theycanbeeasilyvandalized

 Theyareexpensivetoinstallandmaintain

 Theydonottargetaparticulargroupofconsumers

 Theycanbedestroyedbyweatherbecausetheyareexposedto

elementsofnaturee.g.rain.

 Theycancauseobstructiontomotoristsifnotwellerected.

 Localauthoritiesusuallyimposehighcharges.

 Theyarenotconvenienttopeoplewithvisualimpairment

24. Explainfivebenefitsofusingsocialmediainpromotingaproduct.(10marks)

 IncreasedbrandAwareness-Increasebrandrecognitionsinceyouwillbe

engagingwithabroadaudienceofconsumers.

 Bettercustomersatisfactions.Tradewillbeabletoseethecommentsfrom

thecustomerwhichhe/shecanusetoimprovetheproduct.

 Improvethebrandloyalty

 Savesonthecostofsending,receivingandstoringinformation.

 Helptoreducepaperworksincetransactionsaredoneonline

 Largeandsmallbusinessescantransactbusinessthroughthesocialmedia

withoutdiscrimination

 Fastwayofdoingbusiness

DEMANDANDSUPPLY.

1.Indicatebywritingademandorsupplywhethereachofthefollowingfactorsinfluencedemandor

supplyofacommodity.

(5marks)
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a) Changesinthepricesofinputs-Supply

b)Changeintastesandpreferences.-Demand

c) Changesintechnology-Supply

d) Changesinoutcomes-Demand

e) Changesonthepriceofotherrelatedproducts.-Demand

2.Statethelawrelatingtoeachofthefollowing.

Demand

itstatesthatthedemandwillbehighwhenthepricesarelow

Supply

Itstatesthatthesupplywillbehighwhenthedemandsarehigh

Demandandsupply

Itstatesthatthedemandandsupplywillbeatequilibriumofthesupplyanddemandcurvemeet.

3.Ineachofthefollowingcases,indicatewhetherthesupplywillincrease,decreaseorremain

constant.

a) Ifthedemandforcoffeerises,thesupplyofteaislikely

to ....fails............................................

b) Ifthepricesofcarsfall,thesupplyofpetrolaslikely

to ......fails.............................................

c) ifthedemandforbeefincreasesthesupplyofwoolislikely

to .....decreases....................................

4.Statefourfactorsthatmaycauseanincreaseinthesupplyofaproduct. (4marks)

 Reducedtaxationofproduction

 Favorableweatherconditions

 Reducedcostsofproduction

 Increasedpriceofproduct.

 Increaseindemand

 Increaseinproduction

 Specialization

 Governmentpolicy

 Futureexpectations.
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7.Thefollowingdiagramrepresentsdemandandsupplyofaproduct.

(5marks)

a) Labelthelines(a)and(b)

a) Demandcurve

b) Supplycurve

-PointCisthepointofequilibriumsupply(quantity)andprice.

-Equilibriumprice(PE)andequilibriumquantity(EQ)

8.Statefourfactorsthatmayleadtoanincreaseinmarketsupplyofaproduct.

(4marks)

 Increaseinthepriceoftheproduct

 Failinthecostofproduction

 Availabilityofcheapcredit

 Governmentpolicy.

 Decreaseinprices

 Whenthedemandishigh

 Futureexpectedfallinprice

9. Thediagrambelowshowsashiftindemandcurvefromd0d0tod1d1.

a
d

c

d1d0

d0 d1
Quantity

Price
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Identifyfourfactorsthathavemadethedemandcurvetoshiftfromd0d0tod1d1

 Futureexpectationintheincreaseofprice

 Increaseinpriceofcomplementarygoods

 Increaseinpopulation

 Positivetastetowardstheproduct

10. Explainfivefactorsthatcouldaffectthequantitiesofcabbagessuppliedina

market (10marks)

 Technology-modernmethodsmayincreasetheproductionofcabbages/poormethods

maydecreasetheproductionofcabbage.

 Priceofcabbages-Thehigherthepricemoreissupplied.Supplied,thelowertheprice

thelowerissupplied.

 Governmentpolicy-favourable,unfavourablepolicies-favourablepoliciesmayincreasesthe

supplyofcabbages/unfavourablegovernmentpoliciesmaydecreasehethesupplyof

relatedproductdecreasesthesupplyofcabbages

 Priceofother/relatedcommodities/relatedcommoditiesaffectthesupply-ifpricesof

relatedproductsincreasesthesupplyofcabbagesmaydecrease/ifpricesofrelated

productdecreasesthesupplyofcabbagemayincrease.

 Naturalfactors/seasonal/climatic-favourablefactorsleadtoincreaseinsupplyof

cabbages/unfavourablenatural/seasonal/climaticfactorsmayleadtodecreaseinsupplyof

cabbage.

 Skills/trainingoffarmers-Batterskills/trainingleadstoincreaseinsupplyofcabbage/poor/

skills/trainingleadstolowsupplyofcabbages

 Costofproduction-Highcostofproductionleadstoadecreaseinsupplyofcabbages/low

costsleadstoincreaseinsupplyofcabbages.

 Expectedfuturechangesinpriceofcabbages-Expectedfutureincreaseindemandleads

toincreaseinsupplyofcabbages/expectedfuturedecreaseleadstodecreaseinsupplyof

cabbages.

 Availabilityofinputsforcabbageproduction-ifinputsareavailablemoremaybesupplied/

ifavailablelesswillbesupplied.

 Decisionsofcabbageproducers-incaseofdecisiontoproducemorethantherewillbe

increaseinsupply/incaseofdecisiontoproducelesstherewillbeadecrease/supplyof

cabbages

11. ThefigurebelowshowsadecreaseindemandforacommodityfromDDtoD1D1

Price
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D1 D

Po

D

D1

O Q1 Q0 Quantity

Statefourpossiblecausesthathaveledtothissituation

 Riseinpriceofcomplementaries.

 Afallinhouseholdincome.

 Fallinthepriceofsubstitutes.

 Expectedfallinthepriceoftheproduct.

 Negativetastes/preferences/fashion.

 Decreaseinpopulation.

 Unfavorabletermsofpayment.

 Unfavourablegovernmentpolicy(forexample:-abanoncommondity).

 Unfaovourableseasonalchanges.

12. Writethetypeofdemandrepresentedbyeachofthefollowingstatements

(i)Demandforacommoditycausesanincreaseindemandforanother

commodity -Deriveddemand

(ii)Demandforonecommoditycallsfordemandofanothercommodity-Joint

demand/complimentary

18. Thefigurebelowshowsashiftinthesupplycurveofagivencommodity.

Price

P Eo E1

So S1

O Qo Q1 Quantity
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OutlinefourfactorsthatmayhavecausedtheshiftinthesupplycurvefromSotoSr

 Afallinthecostofproduction

 Fallinpriceofproducedgoods

 Technologicalprogress

 Conducivenaturalfactorse.g.goodweatherseason

 Governmentpoliciese.g.reducedtaxandincreasedsubsides

 Futureexpectationofafallinprice

 Entryofnewformsintheindustry

 Increaseinfactorofproduction

 Longertime

 Lessstrikes

 Increaseinpriceofjointlysuppliedgoodse.g.beefandhides

19. Zawadioperatesahardwarebusinessinherhometown.Outlinefourmethods

she mayusetodeterminepricesforhergoodsotherthantheforcesofdemandofand

supply.

 Bargaining/Haggling

 Abidingbygovernmentpolicy

 Tendering-offersareinvitedtoquoteforaprice.Goodsaresoldtobuyerswith

thequotationthatbestmeetsZawadi’sexpectations

 Biddersmakeoffersforgoodsandthebidderwiththehighestoffertakesthe

goods(salebyauction)

 Retailpricemaintenance-sellgoodsaccordingtothedictatesoftheproducer.

 Pricediscrimination

20.Thediagrambelowshowssupplycurvesoftwoproducersofmaizeindifferent

countries.HighlightfivereasonswhyproducerPsuppliersmoremaizethanproducer

Qatthesameprice. (10marks)

25 Q P

Price20

(Usd)

15

10
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 FavorableclimateincountryPthancountryQ

 UseofmoderntechnologyincountryPthanQ

 MoreaccesstosubsidiesincountryPthanQ

 AvailabilityoffactorsofproductionincountryPthanQ

 TheremightbepeaceandtranquilityincountryPthanQ

 ImprovedinfrastructureincountryPthanQ

 LowercostofproductionincountryPthanQ

Explain5factorsthatmaynegativelyaffectthedemandforaproductinthemarket

Negativetasteandpreferencestowardsthecommodity.

Lowpricesofsubstitutes.

Increaseinpriceofitscomplimentaries.

Lowlevelsofpopulation.

Unfavourablegovernmentpoliciese.g.increasedtaxes.

Increaseinpriceoftheproduct.

Futureexpectationofafallinthepriceoftheproduct.

SIZEANDLOCATIONOFAFIRM.

1. Highlightfouradvantagesoflarge–scalebusinessorganization. (4marks)

 Obtainsdiscountbecauseofbulkbuying

 Abletoadvertise

 Incurslowcostsofproduction

 Offersbettermanagementbecauseofspecialization

 Allowsdiversificationinordertoreducerisks

 Abletocaterforstaffwelfare

 Largeoutputduetomanychannels

2.Statedisadvantagesofconcentratingindustriesinoneareawithinacountry. (4marks)

 Leadstocongestion

 Causepollution

 Increasesocialevils
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 Leadstowidespreadunemployment

 Canleadtoeconomicdepressionduringtimesofwar,calamities

3.Highlightfourcircumstancesunderwhichafirmwouldbelocatednearthemarketforitsproduct.

(4marks)

 Wherethefirmisproducingperishableproducts

 Wherethefirmisproducingfragileproducts

 Wheretherawmaterialsarecheapertotransportthanfinalproducts.

 Wherethemarketfortheproduceisconcentratedinthearea.

4.Outlinefourwaysinwhichlandinfluencesthelocationofindustries. (4marks)

 Costofland

 Availabilityofroomforexpansion

 Governmentpolicyonlandutilization

 Thenatureoftheland

 Proximity,auxiliaryservices

 Convenience

 Getexactvalueofhismoney

 Receivegenuinegoodsdirectlyfrommanufacturer

 Cheap

5.Outlinefivebenefitsthatcountrywouldgetbyencouragingbusinessmentolocatenew

industriesinruralareas. (10marks)

 Thecountrywillachievebalancedeconomicdevelopment

 Creationofjobopportunitiesinallregionsofthecountry

 Reducingrural/urbanmigration

 Technologytransfertoruralareas

 Locationofindustriesinruralwillleadtoinfrastructuraldevelopment.

 Mayleadtoestablishmentofsubsidiary

 Mayleadtoexpandedutilizationofresources

 Mayleadtoevendistributionofsocialamenities

 Mayachieveamoreevendistributionofincomebetweenregions.

6.Statefourcircumstancesunderwhichafirmwouldbelocatednearthemarketforitsproducts.

(4marks)

 Getservicesfor24hours

 Requirefastservice

 Convenience/NextToAPerson

 Receivegenuine/firstclassgoodsdirectlyfrommanufacturer

 Cheap/doesn’trequirelabour.

7.Statefouradvantagesoflocatingafirmnearthesourceofrawmaterials. (4
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marks)

 Reducetransportcost

 Getqualityrawmaterials

 Enhancecontinuousproduction

 Avoidwastageofrawmaterials

 Reduceitscostofproduction.

Statefourexternaldiseconomiesofscalethatafirmmayget (4mks)
 Scrambleforrawmaterials
 Unavailabilityoflandforexpansion
 Scrambleforavailablelabour
 Competitionforavailablemarket
 Easytargetespeciallyintimeofwar

8.Identifyfourproblemsthattendtolimitthegrowthofsmall–scaleretailbusinessinruralKenya.

(4marks)

 Lackofcapital

 Competitiontechniques

 Lackofmarket

 Expensive

 Poormanagement

 Poorinfrastructure

 Lackofcommercialservices.

9.Discussthefactorsthathaveledtothesurvivalofsmallscaleretailersdespitecompetitionfrom

supermarkets. (10marks)

 Personalizedservices:smallscaleretailersprovidepersonalizedservicesandaretherefore

abletoattractandretaincustomerswhicharenotofferedbysupermarkets.

 accessibilityofsmallscaleretailers/convenienceoflocatingsmallscaleretailersare

convenientlyinurbancentres.

 Creditfacilitiessmallscaleretailersoffercreditfacilitiestosomeoftheircustomerswhich

arenotavailabletospecificcustomerneeds.

 Adaptationtospecificcustomerneedssmallscaleretailerseasilyadapttothespecificclient.

 Theycansellgoodsinsmallunitsthanthesupermarkets.

 Runningcostsofsmallscaleretailersarelittleandthismakesiteasierforthemtosurvive

unlikesmallmarketswhichrequirehugecapitaltooperate.

 Management:Smallscalebusinessestherisksinvolvedarelowwhileinsupermarketsare

great.

 Starting/initialcapitalstartingsmallscaleretailersasuitableforpeopleformoflowincome.

 Flexibility-itiseasierforsmallscaleretailerstochangefromoneformofbusinessto
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anotherlocationthanitisforsupermarkets.

FORMOREHIGHSCHOOLRESOURCESCONTACTMRISABOKE0714497530

10.Discusstheeconomicbenefitstoacommunitythatmayresultfromtheconcentration

ofindustriesinanarea. (10marks)

 Employmentisgeneratedforthebenefitofthemembersofthecommunity.

 Membersifthecommunitytendstobewillingtolearnskillsrequiredbytheindustries.

 Leadstoemergenceofauxiliaryserviceindustryi.e.backinsurance

 Improvestandardsoflivingarelikelytobeexperiencedintheareaduetoriseofincome.

 Infrastructureislikelytoarisetoservethecommunity

 Industriesdealinginbyproductsarelikelytoariseandthecommunitywouldusethereby–

products

 Leadstodevelopmentofcomplementaryindustries/auxiliaryindustry

 Leadstoestablishmentofimprovedsocialservices

 Leadstointroductionofmoderntechnologywhichthecommunitycanutilize.

 Provideswidemarketforthelocalproducedgoods

 Mayleadtoexploitationoflocalresourceswhichwouldotherwisebeidle.

11.Highlightfourmeasuresagovernmentmaytaketoattractfirmstoanarea. (4marks)

 Providebusinessincentives

 Providecreditfacilitiestoinvestors

 Providelandactreasonablecost

 Transport

 Communication

 Healthcases.

12.Outlinefouradvantagesoflargebusinessorganizations. (4marks)

 abletogetdiscountsduetobulkpurchases

 Abletoestablishitsownretailoutlettopromoteitsproducts

 Canaffordtohirequalifiedmanpowerandhiremachines

 CouldenjoylowcostofproductionduetospreadingofcostsoverlargeOutputs

 Abletospreadrisks

 Easiertoraisecapital

13.Statefourdisadvantagesoflocatingabusinessawayfromotherrelatedbusiness.(4marks)

 Difficulttoacquirerelevantlabour

 Difficulttoexchangeideas

 Difficulttogetrawmaterials

 Lackofcompetitionleadtolowquality

 Difficulttogetmarket

 Difficultinexchangingtechnology.
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14.Statefourdisadvantagesofdelocalizationofindustriestoacountry. (4marks)

 Governmentsubsidyandincentivereduce

 Difficulttoattractprofessionals.

 Security

 Governmentmayhavetoraisetaxesonotherareastocoverthe

 shortfailandthusburdenthepublic.

 Specializedservicemaynotbelandrequiredthatwhenfirmsare

 concentratedinoneplace.

15..Explainfivecircumstancesthatmayinfluenceafirmtolocateitsoperationsnear

thesourceofrawmaterials. (10marks)

 Wheretherawmaterialsarebulky

 Handlingcostsofrawmaterialsasthemovementtothefirmwillbeminimal.

 Whererawmaterialsarehighlyperishable

 Wherethecompetitionofrawmaterialsishightoensureaccess

 Wherethegovernmentpolicyrequires/givesincentivesthatindustrysetupnearsources

ofrawmaterials.

 Productofthemarketisconcentratednearthesourceofrawmaterials.

16.Statefourfactorswhichinfluencethelocationofbusinessenterprises. (4marks)

 Availabilityofmarket

 Availabilityofwaterandpower

 Security

 Communication

 Costofland

 Governmentpolicy.

17.Explainfivemeasuresthatagovernmentmaytaketoencourageestablishmentofindustriesin

ruralareas. (10marks)

 Improvetransportsystemtofacilitateeasymovementofgoodsandpeoplethough

industries.

 Taxreduction:industriesinruralareasfrompayingcertaintaxestoreducethecost

ofproduction,enablingthemtosellmorecompetitiveprices.

 Facilitateaccesstocheapcreditforindustriesinruralareas/provisionofloansatlow

interestavailfinanceataffordablerates.

 Providelandforputtingupindustriesinruralareasatreducedrates.

 Providetraining/educationalfacilitiesinruralareasfoedevelopmentoflabour.

 Subsidizingthecostofproductionoftheindustriesintheruralareasbymeltingpointofthe

costofproduction.

 Providepowerforrunningtheindustries

 Providecommunicationservicestoenableindustries
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 Providewaterforrunningtheindustry

 Providesocialamenitiesofthoseworkingintheindustry

 Providesecuritytosafeguardpropertyforinvestors

 Settingupserviceindustrytoservetheotherindustriesofbanksinsuranceetc.

 Reducinglicensefeesthusreducingthecostofestablishing.

18.Givefivebenefitsofexpandingabusiness (5marks)

 Providecheaplabour

 Provideefficientcommunication

 Reducetherateoftaxation

 Givesubsidies

19.Highlightfiveadvantagesofhavingabusinessenterpriseslocatedinanarea.(10mks)

 Labour:Whenindustriesarecloselylocated,apooloflabourbothskilledandunskilledis

availed.

 Market:Theindustriesattractlargepopulationthatoffermarketfortheproductsproduced

intheindustry.

 Infrastructure:roads,railwayusuallydevelopsintheareawithconcentratedindustries.

 Communication:bylocatingofindustriesinonearealeadstodevelopmentoftelephone

amongothers.

 Security:whenindustriesarecloselyrelated,thesearefewsecurityproblemsexperienced

ascomparedtothedispersedindustries.

20.Explainfivewaysinwhichlargescaleorganizationareabletoreducetheircostsofproduction.

(10marks)

 LargequantitiesTheybuyinbulk,hencetheygetagoodquantitydiscount,hencereduce

theirpurchaseexpenses

 TransportcostsTheybuyinbulk,hencetheytransporttheygoodsatonce,whichreduces

ontransportcosts.

 SkilledmanpowerTheyareabletoemployskilledpersonnel,whoprovidesquality

managementreduceonlosses,andhencemaximizeprofits

 Useofmachinery.Theyareabletoaffordmachinerywhichinturnreduceonlabourcosts,

hencereducingproductioncostsResearch

 Theyareabletocarryoutresearch,henceproducingqualityproductsandwiththeleast

wastage,hencereducingonproductioncost.

21.Givefourbenefitsofoperatingasmallscalebusinessoveralargescale. (4marks)

 easytoraisecapitaltostartthebusiness

 Thebusinessishighlyflexible

 Quickdecision-making

 Requireslesslegalproceduresduringformation
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 Abletokeeptopbusinesssecrets

 Doesnothavetoomuchgovernmentcontrol

 Exposedtofewerrisksduetotheirsmallsizes

 Theyarenotheavilytaxedcomparedtobigcompanies

22.Whatbenefitsmayaccruetomanufacturingfirmthatusesmoderntechnology(4mks)

 Increaselevelofoutput

 Improvementofservicedelivery

 Savingonproductiontime

 Standardizationofproducts

 Lowerproductionofwaste

 Reductionofwaste

 Betterqualitygoods.

23.Statefoursocialresponsibilitiesthatamanufacturingfirmshouldhaveonthecommunity.

(4marks)

 Participationincommunityprogrammers

 Applyingappropriatewastedisposalmanagement

 Providingaffordableproductstothecommunity

 Conservationoftheenvironment

 Communitydevelopment

 Provisionofemployment

 Toengagefamilymembersinemploymen

 Positiveculturalpractice

 Encouragementfromfamilymembersandfriend

 Availabilityofinfrastructure

 Availabilityofmarket

 Hobbiesinterestsandtalents

 Moderntechnology

24.Highlightfourfactorsthatafirmmayconsiderwhendecidingonthegoodstoproduce.

(4marks)

 Expecteddemand–wheredemandislow,afirmwillonlyproduceafewgoodsor

notproduceatall

 Availabilityofcapitalresources–thiswouldhelpdecideonthelevelofproduction

 Timeperiod-thefirmmustconsiderwhethershortorlongtermproductionis

required

 Availabilityoflabour-laboursupplyoftherelevantskillswouldberequired

 Costofproduction-thefirmmustconsiderdirectandindirectcost

 Governmentpolicy-thefirmmustabidebytherulesandregulationsofthecountry.

 Availabilityofrawmaterials/factorsofproduction

 Levelofcompetition
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 Profitability

 Effectofgoodsontheenvironment

 Seasonalityinproduction

 Social/culturalfactors

 Priceofthegoods

 Leveloftechnology

25. Outlinefourcriteriaofdeterminingsizeofafirm

 Numberofemployees

 Amountofcapitalinvested

 Floorareacoveredbythepremises

 Sizeofthemarketserved

 Methodsofproductionused.

26. Highlightfourcircumstancesunderwhichanentrepreneurmayestablishhis

businesswhereotherbusinessesalreadyexisted

 Soastobenefitfromalreadyavailableimprovedinfrastructure

 Soastobenefitfromsupportiveservicessuchasbanking

 Soastobenefitfromjointresearchwithotherbusinesses

 Soastobenefitfromalreadyavailablemarket

 Soastobenefitfromthejointdisposalofwasteproductswithotherfirms

27. Enumeratefourbenefitsthatacountrywouldgetasaresultoflocatingfirmsaway

fromeachother

 Balancedregionaldevelopmentwillberealised

 Rural-urbanmigrationcontrolled

 Creationofemploymentopportunities

 Reductionofriskofwars

 Promotionofexploitationofresources

28. Outline4reasonswhyafirmmayremainsmall

 Ifthefirmisservingsmallmarket

 Smallfirmsareeasiertomanage

 Forquickdecisionmaking

 Desiretoavoiddiseconomiesofscale

 Smallfirmsarehighlyflexible

29. State4reasonswhyafirmshouldcarryoutmarketresearchbeforereleasingits

productstothemarket

 Iteliminateswastefuladvertising
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 Helptoimprovethequalityofagivenproduct

 Afirmisabletocomeupwithnewproductsasperthedemand

 Afirmisabletoreducethecostofproductionegpackagingcosts

 Afirmisabletoidentifynewmarketoftheproduct

30. Explainfivebenefitsthatmayaccruetoabusinessorganizationwhichexpands

thescaleofitsoperation

 Thefirmisabletoenjoymarketingeconiomiesduetolargevolumeofsales

 Enjoysfinancialeconomiesegeasyaccesstolargecredit/availabilityofcollateral

 Productioneconomies–thefirmwillaccesslargequantitiesthatattractquantity

discount

 Spreadingrisksbydiversifyingoperations

 Thefirmcanaffordmodernmachinery

 Canprovidestaffwelfarefacilitiesforimprovedperformance

 Divisionoflabourdifferentpeopleareassigneddifferenttaskaccordingtoability

31. Discussanyfivediseconomiesofscalethatabigfirmmayexperience

 Managerialdiseconomies–Duetoexpandedoperationsfirmsmaysufferfrom

inheritanceproblems

 Delayindecisionmaking–duetoincreasedbureaucracy/consultations

 Highcostsofproductions-

 Highcostsofinputs-duetoexhaustionoftheexistingones.

 Marketingdiseconomies–duetolimitedsizeofmarket

 Technologicaldiseconomies–duetotheuseofoutdatedabsolutetechnology

32. Explainfivereasonswhythegovernmentdiscourageslocalizationoffirms

 Concentrationoffirmsinoneregionmayhaveanegativeimpactonthe

environmentoftheregion.

 Mayleadtoregionalimbalanceindevelopment

 Contributetoruralurbanmigration

 Increasedpopulationinthelocalizedareamaysparkoffaseriesofproblemssuch

ascongestion,increasedcrimerates

 Mayberiskybecauseifanyundesirablethinghappenstotheregionitmay

destroythecountrieseconomicandindustrialbase

 Afallindemandforproductsproducedbylocalizedfirmswouldresultinto

widespreadunemploymentintheaffectedarea.

33. Explainfivewaysinwhichthegovernmentcanusetoencouragedelocalizationof

firms. (10marks)

 Offeringfreeandcheapland

 Reductionoftaxes.Toreducecostofproductions
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 Offeringsubsidies.Toreducecostofproductions

 Offeringdirectfinancialassistance.Shouldfacilitatesaccesstocheapcreditfor

firmstoencouragethem

 Improvementofinfrastructure.Roadstoeasethemovementofgoodsandpeople

inruralareas,electricityforrunningthebusiness.

 Shouldenhancesecuritytosafeguardthepropertyofinvestorsandcreate

confidenceinthem.

 Providingcleanwaterforindustries

34.Explainthebenefitsthataccruetoabusinessthatexpandsitsoperations

F̠irmsareabletoenjoymarketingeconomies-largevolumesofsalesatcheaprates

A̠dvertisingeconomies-firmisabletofinanceadvertisingcampaignstocapturea

widermarket

F̠inancialeconomies-thefirmhaswideraccesstocapitalsourcesthroughcredit

R̠educedoperationalcosts-averagecostofproductionlowersasoutputincreases

P̠ersonneleconomies/labour-firmisabletoattractprofessionalorqualified

personnelforbetteroperations

P̠urchasingeconomies-thefirmisabletobuyinbulkandenjoyhugetradeand

quantitydiscountsonstocks/rawmaterials

T̠echnologicaleconomies-thefirmcanaffordmoderntechnologyforimproved

qualitiesandquantities

S̠taffwelfareeconomies-thefirmisabletoofferwelfaretothestaffthatmotivatesits

workers

M̠anagerialeconomies-thefirmisabletogetprofessionalsinthemanagerialposts

thatimproveefficiencyofproduction

S̠preadingrisks-thefirmisabletospreaditsrisks

R̠esearcheconomies-thefirmcancarryoutresearchforfuturedevelopmentofthe

firm

PRODUCTMARKET.

1.Highlightfourcircumstancesunderwhichbusinessenterprisesmaychoosetomerge

 Wherepersistentdeclineinprofitabilityexist

 Wherethereisintentiontoventureintonewline

 Wherethereisneedtoexpandcapitalbase

 Wherethereisneedtobringonboardnewskills/competences

 Wherethereisneedtoshareresearchinformation
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 Controlwidermarket/increasedsales

 Controloutput

 Tolowercostofproducts(e.grawmaterials,labour)

 Tocontrolprices

 Easiertoborrow

 Easiertofaceemergencies/risks

 Wherethereistoomuchcompetition

 Needtodiversify

2.Explainfivecircumstancesinwhichafirmmayacquiremonopolypower.(10marks)

 Ifthefirmhasasecretiveproductiontechnique-Thisdeniesotherfirmstheuseof

thetechnique/production/saleoftheproduct.

 Ifthefirmhascontroloverstrategicinputs/rawmaterials-Thismakesthefirm

havethesoleaccesstoinputs/rawmaterialsusedinproductionofthecommodity

 Iftheventurerequireslargecapital/investmentofsubstantialcapitalotherfirms

maynotbeabletoraisethecapitalleavingthefieldtoonefirm.

 Ifthefirmenjoysgreater/substantialeconomiesofscale-Thisenablesthefirmto

produceatalowercostthanotherfirmsthusedgingoutlessefficientfirms.

 Ifthefirmissetupasastatemonopoly/givenexclusiverights/legalrightsof

productionofaparticularproductbythegovernmentthusshuttingout

 competitionfromcompetitors.

 Iffirmsmerge/amalgamate/combine/jointogether/buysothersthrough

absorption/acquisitiontobecometheonlyfirm/supplier/producer/eliminate

Competition/chopscompetition.

 Ifthemarketisbestservedbyonefirmmoreeconomicallyotherfirmsentering

the marketmaymakelossesduetolowsaleshencethefirmremaindominant

 Ifthefirmhaspatentrights/copyright/whichbarsotherfirmsfrom

producing/sellingtheproducts.

3. State4featuresofoligopolytypeofmarketstructure

 Fewfirmsinthemarket

 Pricerigidity

 Thereisinterdependenceinrelationtopricing

 Theyexperiencekinkeddemandcurve

 Theyconductalotofadvertising

 Firmsarerelativelylarge



isabokemicah@gmail.com

Novels,UpdatedCPA,KASNEB,HighSchool&PrimaryNotes 0705525657
140

4. Outline4featuresofmonopolisticcompetition

 Largenumberofsellers

 Perfectknowledgeinthemarket

 Freeentryandexitintotheindustry

 Firmssettheirownprices

 Firmsdifferentiatetheirproductsalthoughservethesamepurpose

State4essentialfeaturesofanymarket.
 Presenceofthecommoditiestobesold.
 Presenceofbuyers.
 Presenceofsellers.
 Existenceofagenerallyacceptedmediumofexchange.
 Priceatwhichgoodswillbeboughtandsold.

5. State4conditionsthatarenecessaryforpurecompetition

 Largenumberofsellers

 Largenumberofbuyers

 Homogenousproducts

 Notransportcost

 Nogovernmentintervention

 Freeentryintothemarket

 Perfectknowledgeofthemarket

 Freeexitoutofthemarket

6. Highlight4methodsusedbyamonopolisticfirmtodifferentiateitsproducts

 Branding

 Packagingindifferentsizes

 Pricing

 Blendingintodifferentcolours

 Persuasiveadvertising

 Trademarks

7. Outline4sourcesofmonopolypowers

 Ownership/controlofimportantinputinproduction

 Sizeofthemarket

 Mergingoftwoormorefirms

 Highinitialcapitallayout

 Governmentpower

 Productionrights

State4reasonswhichmayinfluenceagovernmenttoimplementapolicyof

delocalization
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 topromotebalancedregionaldevelopment

 toredistributeincomes

 toensurebetteruseofresourcesindifferentpartsofthecountry

 tocreateemploymentindifferentregionsofthecountry

toreducecongestioninurbancentreswheretopmanyformsarelocal

8. Statefourwaysinwhichthegovernmentmayinfluencethepriceofacommodity

 Throughtaxation

 Throughofferingsubsidies

 Throughimposingquotas

 Throughpricecontrols

9. Outlinefivedistinquishingdifferencesbetweenoligopolyandperfectcompetition

Oligopoly PerfectCompetition

i)Sellersarefew i)Sellersaremany

ii)Thesellersetstheprice ii)Thesellerdoesnotsetprices

iii)Heterogenousproducts iii)Homogenousproducts/similar

iv)Barrierstoentryandexit iv)Nobarrierstoentry/exitfromthe

market

v)Pricewarsexist v)Nopricewars/allfirmssellatsame

uniformprice

vi)Notransportcostareincurred vi)Transportcostsareincurred

vii)Factorsofproductionaremobile vii)Factorsofproductionareimmobile

10. Explainfivecharacteristicsofperfectlycompetitivemarket

 Therearemanysellersandbuyers

 Freeentryandexitoffirmsinthemarket

 Sellhomogenousproducts

 Bothsellersandbuyershaveperfectknowledgeofthemarket

 Thereisfreemobilityoffactorsofproduction

 Buyersandsellersareinclosecontacthencenotransportcost

 Nodiscriminationofbuyersandsellers

 Nogovernmentinterventionthroughpricing
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11. Listthe4essentialsofamarket

 Willingbuyersandsellers

 Commoditytobeboughtorsold

 Acceptablemediumofexchangeegmoney

 Marketprice

12. State4characteristicsofamonopolyMarket

 Onlyonesupplierfortheentiremarket

 Commoditysupplieddoesnothaveclosesubstitutes

 Newfirmsarenotallowedtoenterthemarket

 Pricesarefixedbytheproducerorsupplier

13. Highlightany5disadvantagesofmonopolies

 Consumersareexploitedbecausemonopolistschargehighpricesfortheirgoods

andservices.

 Duetoabsenceofcompetition,thelowqualitygoodsareproducedthus

consumersaresuppliedinferiorgoods.

 Consumerslackawiderangeofgoodstochoosefromsincethereisonesupplier

orproducer

 Whenproductionisreducedsomeworkersarerenderedunemployed

 Monopolistsmayoverlooksomemarketswhichseemlessprofitabletothemand

thusconsumersarenotsuppliedwithgoodsorservices.

 Monopolistsmaycauseartificialshortagessoastomanipulateprices.

14)Outlinefivedifferencesbetweenmonopolisticcompetitionandmonopolytypesof
markets.10mks
monopoly monopolisticcompetition

-marketsmadeup,ofonesujpplier
/seller
-Firmsmayearnsupernormalprofitsin
thelongrun
-productsareheterogeneous/not
closesubstitutes
-singlefirmsmayhavecontrolover
factorsofprod.
-firmisusuallylargeinsize
-entryintothemarketisrestricted
pricediscriminationispossible

-marketmadeupofmany
suppliers
-firmsearnnormalprofitsin
thelongrun
-productsarehomogenous
/closesubstitutes
-Nosinglefirmhascontrolover
thefactorsof
-involvedfirmsusuallysmallin
size
-entrytothemarketisfree
-pricediscriminationnot
possibleesp.inlongru

16.Explainfivecharacteristicsofperfectcompetitionmarketstructure

Largenumberofbuyers/sellerssuchthatactionofsinglebuyer/sellercannotaffect
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themarket

Homogeneity/uniformityoftheproduct-productsfromdifferentproducersare

identicalinallaspects

Wideknowledgeofthemarket-thereforenosingleseller/'buyercanaffectthe

businessatanypriceotherthantheequilibriumprice

Freedomofentry/exit-therearenobarrierstoentryorexittoorfromthemarket

Uniformityofbuyersandsellers-thereforenobenefitofsellingorbuyingfroma

particularbuyerorseller

Nogovernmentinterference-informoftaxes,subsidies,quotas,pricecontrol/price

prevailinginthemarketisdeterminedstrictlybyinterplayofdemandandsupply

Noexcessdemand/supply-buyersareabletobuyalltheywant/sellersareableto

sellalltheysupplytothemarket

Notransportcostsasbuyersandsellersarelocatedinonearea

17.Explainfivefeaturesofmonopoly

Thereexistsonlyonesingleselleroftheproduct

Noclosesubstituteorrivalsuppliersoftheproduct

Thedemandcurvesteeplyslopesfromlefttorightbecausemonopolistcannothave

controlofbothpriceandoutputatthe

sametime

Pricediscriminationispossible

Mayproducelowqualityproductsduetolackofcompetition

Pricesarefixedbythesupplier

Difficultforotherfirms(suppliers)toenterthemarket

18.Explainfivedifferencesbetweenmonopolyandoligopolymarketstructures.(10
marks)

Monopoly Oligopoly

i.Thereisonefirmintheindustry
ii.Therearenopricewarshenceno
competition
iii.Thefirmisindependentinrelationto
theoutputand
pricingstrategies
iv.Themonopolyisapricemaker
v.Productshavenoclosesubstitutes.
vi.Thefirmfacesadownwardsloping
demandcurve

i.Themarketisdominatedbyfewfirms
ii.Thereisexistenceofnon-price
competition.
iii.Thereishighlevelofinterdependencein
relationto
pricingandoutput.
iv.Thesellersarepricetakes
v.Thedifferentiatedproductsareclose
substitutesof
eachother.
vi.Thefirmfacesakinkeddemandcurve.

POPULATIONANDEMPLOYMENT.
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1.Listfourtypesofunemploymentinaneconomyandgivethecauseforeach(4marks)

 Cyclicalemploymentduetorelativelylowgeneraldemandforgoodsandservice

 Structuralunemploymentduetotechnologicalunemployment

 Seasonalunemployment-duetorelativelylowdemandforlabouratcertaintimes ofthe

year

 Frictionalunemploymentduetotimelagsi.etimetakeninchangingjobs

 Involuntaryunemployment–wantingjobsatprevailingwagesandcannotgetthem.

2.Outlinefournegativeeffectsofanageingpopulationtoaneconomy. (4marks)

 Deficiencyofaneconomicallyactivelabour/lowlaboursupply

 Increaseinwelfarecosts

 Needtoimportlabourthateffecttheforeignexchangereserves

 Dependencyratioincreases

 Rigiditytochange

 Fallinoldforgoodsandservicesrequiredbytheyouth

 Lessprogressive/lowsavingsandlowinvestments

3.Explainfivechallengesthatmaybeexperiencedbyacountrywhosepopulationis

madeupofalargeproportionofyoungpeople. (10

marks)

 Highrateofunemploymentasdemandforjobsoutstripstheavailablejob

opportunities.

 Rateofcrime/socialevilsmayrise.Astheyouthremainidle,theyarelikelyto

resorttocrimeandothersocialevilsastheylookformeansofsurvival.

 Constraintsongoods/servicesassociatedwithyoungpeopleasdemandoutstrips

supply.

 Dependencyratiowillriseaseconomicallyactivepopulationwillshoulderabigger

burden.

 Reducedsavings/investments.Investmentswilldeclineasaresultofhighrateof

consumptionbyyoungpeople.Thismayleadtolowdevelopment.

 Lowpercapitaincome.SincetheNationalIncomewillbespreadoveralargenon

-contributingpopulationwhichmayleadtoalowstandardofliving.

 Problemofraisinggovernmentrevenuewhichmayforcethegovernmenttodivert

resourcesmeantforothersectorstocaterfortheyoung.

 Lowlaboursupplyasmanyyoungpeoplemaynothaveattainedtheworkingage

noracquiredtherequiredskillsandexperience.

4.ExplainwaysinwhichthegovernmentofKenyacanreducethelevelofunemployment

(10marks)

 Diversificationoftheeconomybyencouragingtheestablishingofdifferent

industries/sectorstocreateemploymentsOpportunities.
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 Transformingagriculturalsector/ruralsectortocurbruralurbanmigration/

acceptegsoftransformationasanaming(tocreatemorejobsandreduce

unemployment)

 Transformingeducation/trainingsectortoimproveonskills/(thismakesthe

graduates)acquirerelevantskills.

 Establishingonemploymentpolicybygovernmenttomakeiteasyforpeopleto

getjobs/acceptegsofgovernmentpolicyasmention.

 Lending/settingofafundtoassistunemployedtostartincomegenerating

activities/acceptegsoffundsasamention

 ExportingLabourbyassistingunemployedpeopletoacquirejobsabroad/

countrieswithlabourdeficiency.

 Encouragingtheinformal/JuaKalisectorinordertopromoteselfemployment.

 Delocalization/decentralizationpolicyforbalancedregionaldevelopment/

reducedruralurbanirrigation.

 Populationpolicytocontrolgrowth/havealabourforcethattheeconomycan

absorb.

 Toimproveinfrastructureinordertosuitableeconomicactivities/Acceptegsof

infrastructureasararing.

 Increasegovernmentexpendituretoexpandthesizeoftheeconomy/tofinance

developmentprojects

 Effectiveusesofnaturalresourcestoincreaseproductionactivitiesacceptegsof

naturalresourcesasamentor.

 Income/wagepolicytoharmonize/eliminatedifferencesbetweenregions/

sectors.

 Projectlocal/infantindustriesagainstunfaircompetition.

 Attract(Local/foreign)investmentsthroughvisionincertives/togrowthe

economyaccepteg.sofincentivesasexplanation.

 Receivingcollapsedindustries/projectsbyinjector,fundsIsellingthem/

increasedproductionactivities.

FORMOREHIGHSCHOOLRESOURCESCONTACTMRISABOKE0714497530

5.Highlightfourproblemsofdevelopmentplanningthatacountrymayexperience

(4marks)
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 Inadequatedataoneconomicperformance.

 Unreliabledata/inaccuratedatawhichmaynotbeusefulforplanning.

 Lessqualifiedpersonneltocopewiththetasksofdevelopmentplanning.

 Privatesectoractivitiesarenoteasilycoordinated.

 Politicalrigidity/lackofpoliticalwill.

 Inappropriateuseoftechnology.

 Inadequatefunds/capital/resources.

6.Highlightfourmeasuresthatagovernmentmaytaketoreducethemortalityrateina

country. (4marks)

 Availabilityofbetterhealthcare

 Foodsecurity

 Minimizinginternalconflictsandwars.

 ImprovingenvironmentalSanitation.

 Sensitizationonpublice.gonpersonalhygiene,educationvaccinationHIVAids.

 Disasterpreparednesse.gfloods,fires,collapsingbuildings

 Applymeasurestoreduceroadaccidents

 Controluseofdrugsandalcohol

 Controlcrimes

7.Outline4negativeimplicationsofrapidpopulationgrowthinKenya

 Increaseddependencyratio

 Reductioninsavingsandinvestments

 Leadstounemployment

 Exertspressureonsocialamenities

 Mayleadtooverexploitationofnaturalresources

 Reducedpercapitaincome

8.State4causesofseasonalunemploymentinKenya

 Declineinthesupplyofcertainrawmaterials

 Temporaryemployment/contractworkers

 Economicdepression/declineineconomicactivities

 Voluntaryresignationduetogreenerpastures

 Interdictionsi.etemporarystoppageorterminationofemployment

9.State4negativeimplicationsofarapidlygrowingpopulation

 Strainontheresourcesduetooverpopulation

 Mayleadtounemployment

 Lowstandardsofliving

 Lowincomepercapita

 Increaseinpovertylevels
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10.Give4reasonswhyitisimportantforacountrytoknowitspopulationstructure

 Todeterminethelifeexpectancyofthepopulation

 Toknowthesizeofuneconomicallyactivepopulation

 Toprovideinfrastructure

 Toplanforofferingsecurity

 Toplanforsocialamenitiesegsecurityeducation

 Toplanforrelevantjobcreation

 Toplanforregionaldevelopmentneeds

11.Outline4reasonswhyanageingpopulationmaynotbedesirabletoacountry

 Oldpeopletendtoprovidelesslabourforce

 Highdependencyratio

 Thesocietybecomeslessproductive

 Mayresulttoemploymentduetofallingindemandforgoodsandservicesrequiredby

theyouth

12.Outline4measurestakenbytheKenyangovernmenttocontrolhighratesof

unemployment

 Controllingpopulationgrowth

 Providingrelevanteducation

 Usingappropriatetechnology

 Exportinglabourtoothercountries

 Diversificationofeconomicactivities

 Maximumutilizationofnaturalresources

 Increasinggovernmentexpenditureonprojectsthatgeneratemorejobs

 Encouragingforeigninvestment

 Promotingtheinformalsector

 Controllinginflation

13.Kenya’spopulationismainlycomprisedoftheyouthcomparedtoageingpeople.State4

benefitsofthispopulation

 Thereisalargesupplyoflabour

 Thereisalargemarket/demandforproducts

 Thereishighproductivity

 Thereischanceofhighmobilityinlabour

14.Outline4negativeimplicationsofunderpopulationonacountry

 Limitedlaboursupply

 Limitedmarket
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 Underutilizationofresources

 Uneconomicaltoprovidegoodsandservices

 Lackofspecialization

 Reducedphaseofeconomicdevelopment

Statefouremergingissuesinpopulationandemployment (4mks)

 TheHIV/Aidspandemic

 Populationgrowthandcontrolpolicies

 Familyplanningcampaigntocreateawareness.

 Teenagepregnancies

 Provisionoffreebasichealthservices

 Foodsecurityissues

 Illegalimmigrationintothecountry

 Emphasisonmaternalchildhealth.

 Emphasisoncertificateofgoodconductduringrecruitment

16.Listfourfactorsthatcontributetoanincreaseinthepopulationofacountry

 Improvedhealthfacilities

 Decreaseinmortalityrates

 Improvedstandardsofliving

 Improvedfertilityrate

 Migrationfromothercountries

 Earlymarriages

17.ExplainfivemeasuresthatKenyamaytaketocontrolunemploymentproblem

 Populationcontrolegfamilyplanning

 Increasedgovernmentexpenditurethushavingmanyprojectssetup

 Encouragingexploitationofnaturalresourcestoincreaseproductionactivities

 Exportinglabourtocountrieswithlabourdeficiency

 Diversificationoftheeconomytoreduceseasonalunempoyment

 Ruraldevelopment

 Encourageforeigninvestmentinthecountry

 Encourageuseoflabourintensivemethodinproduction

 Improvementoftheinfrastructuretostimulateeconomicactivities

 Improvementofeducationsystemstomakeitmoreappropriatetotheemployment

needsoftheeconomy.

18.ExplainfivemeasuresKenyamaytaketocontrolherrapidlygrowingpopulation

 Adoptingfamilyplanning

 Limitingthenumberofchildrenperwomenthroughlegislation

 Raisingmarriageagethroughlegislationtodiscourageearlymarriages

 Creatingawarenessamongcitizensaboutbenefitsofsmallfamilies

 Creatingeducationopportunitiesforwomenasanalternativetobringingupchildren
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 Raisingthecostofraisingchildrenbyraisingthecostofchildrensneeds

State4CausesofunemploymentinKenya.

 Highpopulationgrowthrate.

 Lowdemandforgoodsandserviceswhichleadstoclosureofindustries.

 Minimumwagelaws:Peoplecannotbeemployedatratesbelowthesetminimum

asitwouldbeillegal.

 Shortageofcapitalwhichhindertheestablishmentandexpansionofindustries/
lackoffactorsofproduction.

 Inappropriateeducationsystem:Theeducationsystemdoesnotinstilltheright
skillsthatcanbeappliedimmediatelyafterleavingschool.

 Choiceofproductionmethods:Choiceofcapitalintensivemethodswherelabour
isabundant.

 Seasonalityinproduction/poorclimaticconditions.
 Jobselectionduetopoorwages.
 Poorgovernmentpolicyonjobcreation.
 Inappropriatelandtenure.

20.Discussfivefactorsthatdeterminethefertilityrateinacountry

 Culturalbeliefsconcerningfamilysize

 Costofbringingupfamily

 Peaceandsecurity

 Improvedhealthandeducationservices

 Governmentpolicyonfamilysize

 Ageandsexstructureofthepopulation

21. ExplainfivetypesofunemploymentrelatedtotheKenyaneconomy. (10marks)

 Residualunemployment-Thisoccurswherelaborisincapacitatedmentallyand

physicallyhenceunabletowork

 Structural/Technicalunemployment- This occurs where capitalintensive

methodsofproductionareusedandworkersarelaidoff

 Seasonalunemployment–Itoccursduetoseasonalchangesindemandand

productionhencelaborisnotdemandedduringcertaintimesofseasonse.g.

drought,lowtourismseasonetc.

 Hidden/disguisedunemployment-Thisoccurswhentheworkersaresomany

thantherequirednumberforagivenjobhencetheycannotfullyutilizetheirskill

andabilities

 Involuntary/openunemployment–Theseoccurswhenpeoplearelookingforjobs

atexistingwagesrate/salariesbuttheycan’tgetthem

 Frictionalunemployment–Theseoccurswherepeoplelosejobsandtheytakea

lotoftimetogetnewjobs.
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 Cyclicalunemployment- Thisismassunemploymentthatoccursdue to

reductionofmarketproductsallovertheworld

 Keynesianunemployment–causedwhentheeconomyisoperatingatalow

capacitythannormalhenceleadingtounderutilizationofresources.

22. Problemswithanageingpopulation

 Theyprovidealessmobilelabourforce-Theolderapersongets,thelesswilling

theyaretomovefromoneplacetoanotheroreventochangejobs.

 Lowlaboursupply-Oldpeoplearelessproductiveandthuscannotprovidethe

muchneededlabourforce

 Highdependencylevels-theoldwillbelessproductiveandthereforewillbe

highlydependentonthefewworkinggroupwhowillthenbestrainedwhile

providingfortheirneeds.

 Thecountrybecomeslessprogressivebecauseitlackstheinputofmore

energeticyouth.

 Mayleadtounemployment-thismaybeduetothefallindemandforgoodsand

servicesrequiredbytheyouth.

23.ExplainfivecausesofUnemploymentinKenya.

Rapidpopulationgrowth–Asthelabourforceenteringthelabourmarketwillberising

athigherratethantheeconomycanabsorb.

Useofinappropriatetechnology–whereacountrywithhighlaboursupplyresortsto

useofcapitalintensivemethodsofproduction.

Ruraltourbanmigration–Highinfluxinurbanareasexpandtheworkforcethatcannot

beabsorbedbythelabourmarketintowns.

Inappropriateeducationsystem.–Whentheeducationsystemdoesnotequip;the

youth/learnerswithskillsrequiredinthelabourmarket.

Lackofproductmarket,-lackofdemandorreductionindemandforproducts

discouragesproductionwhichleadstounemployment.

Jobselection.–Wherejobseekerspreferwhitecollarjobsmakingthemnottotakeup

theavailablebluecollarjobs.

Seasonalityinproduction.–Seasonalnatureofsomejobscreateunemployment

duringtheoff-peakseasons.

Inadequateco-operantfactorsinputs.–Insufficiencyoffactorsofproductionthatneed

tobecombinedwithlabourlimitexpansionofjobopportunities.Thiscause

unemployment.

Poorplanningandmismanagement–Mismanagementofpublicresourcesleadto

collapseofmanyinstitutionsresultinginreductionofemploymentopportunities.

Explainthefollowingterminologiesasusedinpopulation

Fertilityrate
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Thisistherateatwhichonethousandwomengivebirthwithinoneyear/Itisalsothe

numberofchildreninaverageawomanwillbearinherproductiveyears.

Overpopulation

Thisisthesituationwherethesizeofthepopulationistoomuchcomparedtothat

country‘sresources/Thepopulationistoohighthanwhatisneededtoprovidelabourto

exploitnaturalandmanmaderesourcesofthecountry/Theavailablegoodsand

servicesaretoolowtosupportthatpopulation.

Emigration-Movingoutofanarea.

Decliningpopulations-Referstoapopulationthathasbeenreducingovertime.

Populationstructure.-Referstothecompositionofpopulationaccordingtoage,sex,

incomedistributionandlevelsofliteracy

Explain5measuresusedtocurbrapidlyincreasingpopulationinKenya

F̠amilyplanninginordertoreducethenumberofchildrenonewillgetduringthechild

bearingperiod

R̠aisingthemarriageagethroughlegislationsoastoreducethefertilityrate

R̠aisingthecostofbringingupachildhencemakingitdifficulttocaterfortheirneeds

whichmakesthemtoreducethenumberofchildren

L̠imitingthenumberofchildrentogivebirthperwomanvialegislation

R̠aisingthelevelofeducationtochangethecultureandattitudesofthesociety

I̠ncreasingemploymentopportunitiesforwomentoengagethemmoreatworkasan

alternativeofbringingupchildren

C̠reatepublicawarenessaboutthebenefitsofsmallerfamilies

CHAINOFDISTRIBUTION

1.Outlinefourbenefitsthatcustomersgetfromsmall–scaleretailers. (4marks)

 Enjoyscreditfacilities

 Providevarietyofgoods

 Goodsarebroughtclosertocustomers

 Theystoregoodsfortheconsumers.

 Consumerscanmakespecialorderforgoods.

 Enjoypersonalattentionfromthem

 Stabilizationofprices.

2.Statefouractivitiescarriedoutintheprocessofdistribution (4mks)

 Handling

 Storage

 Packing/packaging

 Transportation
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 Grading

 Blending

 Sorting

 Breakingthebulk

3.State4expensesthatareincurredintheprocessofdistributinggoods

 Storagecosts

 Transportcosts

 Advertisingcosts

 Packing&blending

 Insurancecosts

 Actualpurchasingofstock

4.Outline4emergingtrendsindistribution (4mks)

 Buyersareabletoviewgoodsontheinternet

 Buyerscanmakeordersontheinternet

 Buyerareabletotransferpaymentsforgoodsontheinternet

 Largescalebuyersaretendingtobuydirectlyfromthemanufacturer

 Premisesarebeingconvertedintoexhibitions

 Hawkinghasbecomeanorminmosturbancenters

 Singleshopsarebeingconvertedtoself-servicemini-supermakets.

2.Highlightfourbenefitsthataccruetoacustomerwhobuysdirectlyfromamanufacturer

(4marks)

 Consumerislikelytogetaftersalesservices

 Consumerislikelytogettechnicaladviceofhowtousethegoods

 Consumerislikelytogetthegoodsatrelativelylowprices

 Manufacturesmayarrangethefiancéoftheconsumers.

 Consumerisassuredthatwhatheisbuyingisgenuine.

3.Describefivecircumstancesunderwhichaproducerwouldsellhisgoodstohisconsumers

(10marks)

 Wheregoodsareexpensiveformiddlemen(cannotaffordtostockthem)

 Wheregoodsareoftechnicalnatureandtheproducermaywanttohavedirect

 contactwiththecustomer.

 Wheregoodsareperishable(andproducerwantstodeliverthemfasttohavedirectcontact

withthecustomer.

 Wherethemarketislocalizedintermsofgeographicallocation/wherethe produceris

closetocustomers.

 wherethegoodsareproducedaccordingtoconsumersspecifications/specialgoods

 wheretheproducerrequiresimmediatefeedback
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4.Namefourchannelstheamanufacturerwouldusetodistributehisgoodstothecustomer

(4marks

 Manufacturer–consumers

 Manufacturer–retailers–consumers

 Manufacture–agent–retailers–consumers.

 Manufacturer……..wholesaler…………consumer

 Manufacturer………agent………………….consumer

 Manufacturer………wholesaler………….retailer…………consumer

5.Zangomanufacturerswhohavebeensellingtheirproductsdirectlyasretailershavedecidedto

distributetheproductsthroughwholesalers.ExplainfivebenefitsthatZangomanufacturersmay

getfromthisnewarrangements. (10marks)

 Zangowillprovidewithinformationregardingthemarketfortheirgoods

 Thewholesalerswillbreakonbehalfofthemanufacturers.

 Zangowillsellhisstockfasteraswholesalersbuyinbulk

 Themanufacturer’ssupplyofgoodswillbestabilizedaswholesalersregulatesthe

supply

 Zangowillberelievedofvariousrisksrelatingtogoodstofallinprice,demand,non-

profitablebutessentialservices.

7.Highlightfourfactorsthatshouldbeconsideredinchoosingamethodofdistributingagricultural

products (4marks)

 Natureoftheproduce

 Availabilityofmiddlemen

 Governmentpolicyonthedistribution.

 Costoftheproduce

 Distancebetweentheproducerandtheconsumer

8.Explainfourfactorsthatmaybeconsideredindeterminingtheappropriatechannelfor

distributinggoods (10marks

 Thenatureofgoodswhereperishableadirectchanneltoconsumersismore preferred

 Sizeofthemarketwherethemarketislarge,iftheconsumersareconcentratedinonearea.

 Costswherethecostofmarketinganddistributionarehighmanufacturerswilldispose

goodsthroughintermediaries.

 Lackoffacilities/skillswheretheproduceslacksfacilitieshewillcalluponintermediaries.

 Governmentpolicy.Ifthegovernmentpolicyprohibits/requireduseofacertainchannel

thenithastobefollowed.
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 Natureofmarketdependingonconsumer’spreferences/tasteitmayrequireapersonal

attentionoftheproducer.

 Competition:Wherecompetitionishighmanufacturemayhavetobeclosertothe

consumer.

 Bulkiness:Ifthequantityiflargealongchannelisusedandviceversa.

 Technicalgoodsneedtobesolddirecttoconsumerinordertoprovidenecessary

information.

 Profitabilitywhereproducerwantstomaximizeprofit.

9.Givedisadvantagesoflongchainofdistributionofgoodstoabuyer (4marks)

 Increasedprice

 Likehoodofdelay

 Chancesofdamagetogoodsduetohandling

 Feedbacktothemanufacturer

 Perishablegoodsmaygobad

10.Describefivechannelsthatcanbeusedtodistributelocallymanufacturedgoods (10marks)

 Frommanufacturethroughownretailoutletstoconsumers’

 Manufacturersselldirecttoconsumers

 Frommanufacturerthoughwholesalersthroughindependentretailerstoconsumers.

 Frommanufacturersthroughwholesalersthroughindependentretailerstoconsumers.

 Frommanufacturersthroughwholesalerstoconsumers.

11.Statefourbenefitstoalargeconsumerwhobuysdirectlyfromtheproducer.(4marks)

 Theymaybeboughtatlowerprices

 Theymaybeprovidedwithtransport

 Theymayreceivecash

 Theymaybegivengoodsoncredit

 Theyhaveachancetoselectqualitygoods

 Theyarelikelytogetgoodstoonesspecifications.

12.Discusscircumstancesunderwhichawholesalerbecomesessentialinthechainofdistribution

(10marks)

 Wheremarketisspreadoutfortheproducertoreachtheconsumer

 Wheretheproducerdoesnothaveadequatecapitaltosetupowndistributionpoints.

 Managementproblems:Whereitbecomesdifficulttomanageproducers distribution

outlets.

 Poorinfrastructure:makingitdifficulttodistributegoods.

 Governmentpolicy:Thismayseparatethefunctionswhichcanbebythewholesaler.

 Wheretheproducerlackstransportfacilitieswhichcanbeprovidedtoadvertise

 Wheretheproducerwantstogetinformationaboutthemarkethewillusethewholesaler.

13.Explainthechannelofdistributionforimportedgoods (10marks)
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 Foreignproducer…………………localconsumer.

 Foreignproducer……….foreignagent/exporter………….localconsumer

 Foreignproducer…………… localagents/importers……………localconsumer

 Foreignproducer’s………..foreignagent………localagent/importmerchant……local

wholesaler…..Localretailer………..localconsumer

 Foreignproducer………..localretailers…………..localconsumers

 Foreignproducer…………localretailers………..localconsumers

 Foreignproducer’s……… foreignagent…………..localagent/localwholesaler……..local

consumer

14.Outlinefourbenefitstoalargeconsumerwhobuysdirectlyfromtheproducer. (4marks)

 Linkage–wholesalersactasalinkbetweentheproducersandtheretailers.

 Storage–offersstoragefacilitiestotheproducers.

 Breakingbulk–buysinlargequantitiesfromproducersandsellsthemintosmaller

quantitiestoretailers.

 Transportation–wholesalershelpsintransportinggoodsfromproducerstoretailers.

15.Highlightfourcircumstancesunderwhichamanufacturermayprefertosellgoodsdirectlyto

theconsumers (4marks)

 Whengoodsareperishable

 Whenthemanufacturersisfinanciallystrongtoopenupretailoutside

 Whenthemanufacturerswishestotakechargeofhemarketingoftheproduce.

 Whenthemanufacturerwishestohavedirectcontactwiththeconsumer.

 Whenthemarketfortheproductislimited

 Whenthereisinefficientinfrastructure.

17.Kabumanufacturershavedecidedtodistributetheirgoodsthroughwholesalers. Discussfive

benefitsthatwouldaccounttoKabumanufacturers (10marks)

 Kabumanufacturingwillbeprovidedwithinformationregardingthemarketfor their

goods.

 ThewholesalerswillbreakbulkonbehalfofthemanufacturersKabumanufacturerswillsell

hisstockfasteraswholesalersbuyinbulk.

 Kabuwillberelievedoftransportofgoods

 Themanufacturer’ssupplyofgoodswillbestabilizedaswholesalersregulatethesupply.

 Kabuwillbeprovidedwithstoragefacilities

 Kabuwillberelievedofvariousrisksrelatingtogoodstofallinprice.

18.a)MusiEnterprisesareconsideringtomarkettheirimportedproductsdirectto

consumers.Outlinefivereasonsthatmaybeinfluencingthemtomakethisdecision.

(10marks)

 Itmaythatthegoodsareproducedaccordingtocustomerspecifications
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 Thefirmmaybehavingtheirownretailoutlet/distributionfacilities.

 Themarketmaybelocalized/near(intermsofgeographicallocation).

 Thegoodsmaybeexpensiveandmiddlemencannotbeabletostockthem.

 Thegoodsmaybeofatechnicalnature/requireaftersalesservices.

 Thegoodsmaybeperishable(andthefirmmaywanttodeliverthemfasttothe

consumer).

 Thefirmmaywanttohavedirectcontactwithcustomers/getimmediate

feedback/creategoodimpression.

 Wherecustomersorderforgoodsdirectfromthetrader/firm

 Iftherearenomiddlemen

 Wheregovernmentpolicyrequiresgoodstobesolddirectlytoconsumers.

 Wherethegoodsimportedareinsmallquantities.

 Wherethesizeofthemarketissmall.

 Wherethefirmwouldmaximizeprofitsbysellingdirectlytoconsumers.

 Whenthereisstiffcompetition.

 Wheretherestofdistributorstimeinmiddlemenmakethepriceofproducts

high/expensive

19.Explainfivecircumstancesthatwouldinfluenceaproducertousewholesalersin

distributingfarmproduce

 Wheretheproducerlacksadequatestorage.Thewholesalermayrelievethe

producerofthestoragecosts.

 Wheregoodsrequirebulkbreaking.Thewholesalermayre-packagethe

goodsinsmallerquantitiesasrequiredbycustomers.

 Wherethereisneedtopreparegoodsforfinalsale.Thewholesalermaypack,

brand,blend,gradesortandweighgoodstothereliefoftheproducer.

 Wherethemarketiswideandthegoodshavetobedistributedfar.The

wholesalerwillreachtheconsumermoreeasily.

 Wheretheproducerwouldwantfeedbackonthemarketstatus.The

wholesalermayreachconsumersthroughtheretailersandgetfeedback

regardingtheproductmoreeasily.

 Wheretheproducerwouldwanttoengagewholesalertoassistwith

advertisingsoastosaveoncosts.

 Wheretheproducerwantstosellinbulksincethewholesalerscanaffordto

buyinlargequantities.

 Wheretheproducerlackstransport,thewholesalerwouldrelievehimofthe

cost.

 Whereitisthegovernmentpolicytodistributethroughwholesalersthenthe

producerwouldhavenochoice.

 Wherethemarketingrisksarehighsincethewholesalerscanbearsomeof

therisks.

 Wheretheproducerwantstoconcentrate/specializeinproduction,thenthe

distributioncanbehandledbywholesalers.
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 Wheretheproducerneedstomaintainfewerrecordsbydealingwith

wholesalerswhoarefew.

20.Statefourservicesthatawholesalermayoffertoamanufacturer. (4marks)

 Linksthemanufacturerwiththeretailers

 Breaksbulkonbehalfofmanufacturer/preparingforsale

 Providesstorageonbehalfofamanufacturer

 Providesworkingcapitalwhentheypayforgoods

 Assistsindistributionofgoods/offeringtransport

 Promotedtheproductsonbehalfofthemanufacturer

 Relievesthemanufactureoffsomeriskse.gpriceoffluctuations,expiryofgoods

 Offersvaluableinformationaboutgoods

21.Highlightfourcircumstancesunderwhichaproducerwouldpreferdistributinghis

goodsthroughawholesaler

 Wheretheproducerdoesnothavehisownwarehousefrom wherehecan

distributegoods

 Wheretheconsumerarefarawayfromtheproducerspremises

 Wherethegoodstobedistributedarebulkyandneedtobebrokenintosmaller

quantities.

 Whentheproductsarenewandrequirepublicity/advertisement

 Whenthecostisaffordable

22.Highlightfourrolesplayedbyintermediariestoaproducerinthechainof

distribution

 Reducestransactionsbetweenproducersandconsumers

 Breakingbulk

 Accumulatingbulk

 Providingfinances

 Passingrelevantinformation

 Productpromotion

 Transportationservices

 Warehousing/storageservices

23.Outlinefourbenefitsofalongchainofdistribution

 Addsvaluetothefinalproduct

 Createsemploymentopportunities

 Spreadsrisks

 Appropriateforgoodswithawidermarket

24.Statefourcircumstancesunderwhichintermediariesmaybeeliminatedfromthe

distributionprocess



isabokemicah@gmail.com

Novels,UpdatedCPA,KASNEB,HighSchool&PrimaryNotes 0705525657
158

 Whendealinginperishablegoods

 Whendemandofgoodsisveryhigh

 Whengoodsareofhighquality

 Whendealingwithgoodsthatrequireorder

25.Identifyfourmeritsofashortchannelofdistributiontoaproducer

 Goodscanreachtheconsumerfaster

 Producershasdirectcontactwiththeconsumers

 Reduceschancesofgoodsgettingspoilt

 Producercangetfeedbackfromthebuyers

26.Identifyfourexpensesawholesalerincursoncehebuysgoodsfromaproducer

 Transportcosts

 Storagecosts

 insurancecosts

 Packingandblending

 Salariesandwages

27.DescribefivechannelsapharmaceuticalproducerinBritainmayusetodistributeits

productsintheKenyanmarket

Foreignproducer localconsumer

Foreignproducer Retailer localconsumer

Foreignproducer wholesaler localconsumer

Foreignproducer wholesaler Retailer Localconsumer

Foreignproducer Agent Wholesaler Retailer Localconsumer

Foreignproducer Agent Retailer Localconsumer

Foreignproducer Agent Wholesaler Localconsumer

28.Describefivechannelsthatmaybeusedtodistributeimportedproducts

Foreignproducer localconsumer

Foreignproducer Foreignagent/exporter localconsumer

Foreignproducer foreignagent localagent localconsumer

Foreignproducer localretailer localconsumer

Foreignproducer localwholesaler localretailer localconsumer

Foreignproducer localwholesaler localconsumer
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Foreignproducer localagent localretailer localconsumer

29.Discussfiveimportantrolesofintermediariesinthechainofdistribution

 Reducingtransactionsbetweenproducersandconsumers

 Breakingbulk–buyinlargequantitiesandsellinsmallquantities

 Accumulatingbulk–buyinginsmallquantitiesfrommanysmallproducersand

offeringthelargeamountgatheredtobuyers

 Risktakingegassocautedwithdamagedgoods

 Providingfinance–someproducerslackfinanceandotherresourcesrequiredto

enablethemselltofinalconsumers

 Passinginformation–gatherinformationfromconsumersandpassstoproducers

 Productpromotion

 Transportandstorage

 Availinggoodstoconsumers

FORMOREHIGHSCHOOLRESOURCESCONTACTMRISABOKE0714497530

30.Explainthemeaningofthefollowingintermediariesinthechainofdistribution

(12mks)

 Brokers-Anintermediarywhorepresentsabuyerorasellerinnegotiatinga

purchaseorasalewithoutwithoutphysicallyhandlingthegoodsinvolved

 Auctioneers–Thesearebusinessorganisationsorindividualswhodisposeoff

goodsonbehalfoftheirprincipals.Auctionsareheldinpublicwhereattending

membersofthepublicgivetheirbidsandtheitemonsalegoestothehighest

bidderonthefallofthehammer.

 Clearingandforwardingagents–Agentswhofacilitateexportandimportofgoods

inareasofdocumentation,storage,customsclearance,collectionofgoodsfrom

theship

 Wholesalers–Traderswhobuyinlargequantitiesfromproducersandsellat

relativelylowquantitiestoothertraders

 Agents–Intermediarieswhosellgoodsonbehalfoftheirprincipalforcommission

basedonagreedpercentageandquantityofgoodssold

 Merchants-Intermediarieswhobuyandsellgoodsontheirownaccount.They

takerisksastheyhandlethegoodsandmakesprofitsorlosses.

31.Explain5factorsthatmaybeconsideredindeterminingtheappropriatechannelfor

distributionofgoods.

Natureofthemarket.–Inamarketwhereconsumersareconcentratedinonearea,a

shortchannelisused.Ontheotherhandwherecustomersarespreadoverawidearea,

alongchannelisused.

Natureoftheproduct.–Heavyandbulkproductsaswellasperishableproductrequire

ashortchannel

Governmentpolicy–Afirmcanonlyuseachannelthatisallowedbylaw.



isabokemicah@gmail.com

Novels,UpdatedCPA,KASNEB,HighSchool&PrimaryNotes 0705525657
160

Marketingrisk:-Whenproducerswanttoavoidriskinvolvedindistribution,thena

longchannelisusedwheregoodsaresoldthroughintermediaries.

Roleoftheintermediaries.–Afirmshouldselectachannelthatwouldprovide

servicesrequiredbythegoods.

Competitors.–Ifafirmwishestohavedirectcompetition,itwilluseachannelbeing

usedbyitscompetitors.Ontheotherhandifitwishedtoavoiddirectcompetitionitwill

selectadifferentchannel.

Resources:-Afirmwithsmallfinancialresourcesrequiresashortchannel.

Sizeofthefirm.–Asmallfirmrequiresashortchannel.

Valueandtechnicalnatureoftheproduct.–Ahighvalueproductrequiresashort

channel.Likewiseproductsthatrequirespecializedservicesrequireashortchannel.

32.Describeanyfivechannelsthatcanbeusedtodistributelocallymanufactured

goods. (10marks)

Localproducer→Agent→Wholesaler→Retailer→Localconsumer

Localproducer→Whosaler→Rtyailer→localconsumer

Localproducer→ consumer

Localproducer→ manufacturer‘sRepresentative

Wholesaler→ Retailer→ localconsumer

localproducer→ wholesaler→ localconsumer

localproducer→ Retailer→ Localconsumer

NATIONALINCOME.

1.Explainfivefactorsthatmayinfluencethelevelofnationalincomeofacountry.

(10marks)

 Humanresources/labour/workingpopulation/manpower

Acountrywithskilled/(highly)trained/largemanpowercanproducequality/quantity

goods/services/cangeneratehighincome.

Acountrywithunskilled/oruntrained/smallmanpowercanproducelowquality/quantity

goods/servicescangeneratelowincome.

 Naturalresources/land./giftsofnature/acceptgiftofnature

acountryendowedwithnaturalresourcescanproducemoregood/services/cangenerate

income.

ACountrynotwellendowedwithnaturalresourcesmayproducelessgoods/services/can

generatelessincome.

 (Levelof)technology

Highleveloftechnologymayproducelowquality/quantityofgoods/services/generate

highincome.

Lowleveloftechnologymayproducelowquality/quantitygoods/services/generatelow
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income.

 Capital(equipment)/man–maderesources/acceptifmanmaderesourcese.g.

infrastructurebuildings.

Availabilityofcapital/manmaderesources(goods)makesproductioneasy/preserves

production(resultinginincreasednaturalincome)/maygeneratehighincome.

Lackofcapital/ormakesproductiondifferent/reducesproduction/maygeneratelow

income.

 Foreigninvestment

o Investmentsfromabroadmayincreasenaturalincometothecountry/increase

productionofgoods/services/investmentsabroadmayincreasenational

income.

o Reductionofforeigninvestmentmayreduceproductionofgoods/services/

income.

 Goodgovernance/politicalstability

o Productionofgoods/services/investments/incomeincreaseasaresultof

goodgovernance/politicalstabilitycreatesconfidenceininvestors.

o Poorgovernance/politicalinstabilityreducessavings/investment/damages/

investment/reduceincomes/productionofgoods/services.

 Culture/entrepreneurship

o Culturethatencourageshared/work/entrepreneurshipreducesproductionof

goods/services/maygeneratelowincome.

o Culturethatencourageshard/work/entrepreneurshipreducesproductionof

goods/services/maygeneratelowincome.

2.Outlinefourreasonswhyanincreaseinpercapitaincomemaynotnecessarilyleadto

ariseinthestandardoflivingofthecitizen (4marks)

 Percapitaincomeisanaverageandhenceamerestatistics.

 Percapitafiguresmaybehighbutincomemaybeunevenydistributed.

 Thosenotinvolvedinthegenerationofthenationalincomearealsoincludedin

thecalculation

 Generationriseinthepriceofcommodities!inflationmayaffectthepurchasing

powerofthecitizen.

 Hightaxesmayerodetherealvalueofpercapitaincome.

 Maybeobtainedthroughastrainonpeople’shealth.

3.(a)Usingadiagramexplainthecircularflowofincomeinatwosectoreconomy
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(10marks)

Receipts/paymentsforfactorsofproduction/rent/wages/salaries/

profits

interests

Expenditure/payments/receiptsongoodsandservices

Businessfirms

Household

 Finishedgoodsandservices

 provisionoffactorsofproduction/land/labour/capital/entrepreneurship

 Householdssupplytheirresources(factorsofprovision)tovarious

typesofbusinessesandreceivepaymentsontheformofrent,wagesand

profit

 Ontheotherhand,businessessellfinishedproductstohouseholdand

householdspayforthegoodsandservicesreceived.

Thedestructionmustbeshown

4.Statefourfactorsthatmayinfluencethelevelofnationalincome. (4marks)

 Availabilityofnaturalresources/naturalendowment

 Availabilityofskilledlabourforce/qualityavailabilityofskills

 Literacylevelsofthecitizensingeneral

 Levelofcounty’sindustrialization

 Dependencyratioontheeconomicallyactiveportionofthepopulation

 Leveloftechnology

 Populationsize(quantityoflabour)

 Entrepreneurialculture/levelofinvestment/trade

 Politicalstability

 Socialcultural

 Infrastructure

 Foreigninvestments

5.Outlinefourchallengesthatmaybeencounteredwhenmeasuringnationalincome

usingtheoutputapproach. (4marks)
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 Decidingonwhatgoodsandservicestoincludeinmeasuringnationalincome.

 Inadequateoutputdata

 Someactivitiesearningincomeareconsideredillegalandnot

includedinthemeasurementofnationalincome.

 Determiningthevalueofnationaloutput/duetochangeinprices.

 Howtovalueoutputinthesubsistencesector.

 Decidingonthepricetouseforthegoodsthathavebeenkeptasstock.

 Possibilityofdoublecounting/differentiateprimaryinputfromintermediateinput

 Problemofvaluinggovernmentoutputastheyarenotsoldinthemarket.

6.Listfouritemsthatareconsideredwhenmeasuringthenationalincomeusingthe

expenditureapproach

 Exports

 Imports

 Netincomefromabroad(exports-imports)

 Consumptionexpenditure

 Governmentexpenditure

 Investmentexpenditureoncapitalgoods

7.State4problemsassociatedwithexpenditureapproachofdeterminingnational

income

 Accuraterecordsofexpenditurearenotkept

 Doublecountingproblem

 Fluctuatingexchangerates

 Difficulttodifferentiatebetweenfinalexpenditureandintermediateexpenditure

 Approximationtodetermineexpendituresinsubsistencesector

 Problemofvaluingillegalactivities

 Problemofchangingprices

 Individuals/firmsmaynotgivecomplete/accurateinflationarytimes

8.Highlightfourfactorsthatmayleadtoadeclineinthelevelofnationalincomeofa

country

 Lowpopulation

 Lowleveloftechnology

 Inadequatefinance/capital/resources

 Populationwithhighnumberofunskilledlabour

 Politicalinstability

 Apopulationwithfewentrepreneurialskills

 Deeprootedcorruptionpractices

9.Statefourreasonswhynationalincomestatisticsisnotagoodmeasureofstandards

oflivinginacountry
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 Thedatabeingusedmaynotbeaccurate

 Thenationalincomefiguresdonotreflectthedistributionofincome

 Peoplehavedifferenttastesandneeds

 Figuresmaynotreflectappreciationordepreciationofassets

10.ListfourusesofnationalincomestatisticstotheKenyangovernment

 Indicatorsofstandardsofliving.

 Comparingstandardsoflivingofdifferentcountries

 Assessingtheperformanceoftheeconomyovertime

 Assistingthegovernmenttoplantheeconomy

 Usedbyentrepreneurstomakeinvestmentsdecision

State4assumptionsofthecircularflowofincome

Theeconomyhasonlytwoplayers;firmsandhouseholds

Thereisnotgovernmentinvolvement

Thereisnoforeigntrade/theeconomyisclosed

Householdsusealltheirincomestoacquiregoodsproducedbyfirms

Firmsspendalltheirrevenuesonacquisitionoffactorservicesfromhouseholds

11.Name4factorsaffectingthecircularflowofincome

 Savings-leakages

 Taxes-leakages

 Governmentexpenditure

 Investments

 Foreigntrade

Identifyfourfactorsthatmayleadtoanincreaseinthelevelofnationalincomeofa

country. 4mks

availabilityofhumanresources

availabilityofnaturalresources

highlevelsoftechnologyinproduction

goodgovernance/politicalstability

increasedforeigninvestment

goodentrepreneurialculture.

Explainfivelimitationsofusingpercapitaincomeinmeasuringpeoplestandardofliving.

10mks

Attheproblemofhandlingillegalactivitiesthatgenerateincometothereceipt

lackofaccuratedataofpopulation

lackofaccuratedataofnationalpopulation

timespentonproductionversusrecreation.

doesnottakeintroconsiderationtheeffectsofproductionactivitiesonthe
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environmente.genvironmentdegradationands

pollution

economicgrowthdoesnotnecessarilymeasuresdevelopment

Doesnotshowthedistributionofgrassnationaloutputamongthecitizenofacountry

13.Explainfiveproblemsencounteredinusingnationalincomestatisticsincomparing

thestandardsoflivingindifferentcountries

 Differencesinthecostoflivinginacountry----wherethecostoflivingislow,low

percapitamaynotmeanlowstandardsofliving.

 Differencesinlevelofinflation---Acountrywithhighinflationmayhavehighper

capitaincomebutthelivingstandardsislow.

 Distributionofincome----Whereincomeisfairlydistributedthegapbetweenthe

poorandtherichwillbenarrow.Suchacountrymayhavelowpercapitabuthigh

standardsofliving.

 Differencesinpricesofgoodsandservicesindifferentcountries-----inacountry

wherethereispricecontrolthenationalincomemayappeartobelowerthanina

countrywherethepricesaredeterminedbythemarketforces.

 Differentneedsandtastes---Duetodifferentneedsandtastesoflivingin

differentcountries,nationalincomestatisticsmaynotcompare.

 Differentcurrencies----Differentcountrieshavedifferentcurrencieswithdifferent

valueswhichmaybetedioustoconvert.

 Differentgoodsandservices---Usedincomputingnationalincomemaydiffer

fromonecountrytoanother.

14.Explainfivefactorswhichmayleadtoadecreaseinthelevelofnationalincomeofa

country

 Inadequateskilled/humanresource/labour------Acountrywithinadequateskilled

labourcanproducepoorquality/lowquantitygoods/servicesthusgeneratinglow

income

 Inadequatenaturalresources----Acountrywithinadequatenaturalresourcescan

producelessgoodsthusgeneratelessincome

 Lowleveloftechnology---useoflowleveloftechnologyleadstolowproduction

thuslowincome

 Inadequatecapitalleadstolowproductionofgoods/servicesleadingtoless

income

 Politicalinstabilitywhichscaresinvestorsleadingtolessinvestmentandlow

income.

 Inadequateforeigninvestmentduetolackifenoughsubsidies/incentivesthus

reducingproductionofgoodsandservices

 Poorentrepreneurialculturereducesproductionofgoodsthusgeneratinglow

income

15.Explainfiveassumptionsthatwouldmakestwosectoreconomytohold
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 Thereisnogovernmentinfluence

 Firmsspendalltheirincomeinhiringfactorsofproduction

 Householdsusealltheirincomeinbuyinggoodsandservices

 Theeconomydoesnotallowgoodsandservicesfromothercountries

 Thecountryhasonlytwosectorfirmandhouseholds

16.Explainfivereasonswhyacountry’seconomyisshowingslowincreaseintheir

NationalIncome

Poorsupplyandlowproductivityofthelabourforce

Inadequatecapitalnecessaryfortheexploitationofnaturalresources

Poornaturalresourceendowment

Thetechnologyusedmaybepoorandinappropriate

Effectsofpoliticalinstability

Citizens‘slazinessandnegativeattitudetowardswork

Presenceofalargesubsistencesector

Lowlevelsofforeigninvestment

17.Explainany5problemsencounteredwhenmeasuringnationalincome

Transferpaymentsposesaproblemasitisdifficulttoimputetheproportionofincome

constitutedbythosetransfers

Inaccuratedata/inadequatedatawheretherecouldbeunderestimationor

overestimations

Pricefluctuationsmaydevalueorovervaluetheincomefigures

Ignoringillegalgoods/servicesyettheyconstitutegeneratedincome

Subsistencesectorgoodsandservicesarenotmarketedhenceunaccountedfor

Differentiatingbetweenfinalexpenditureandintermediateexpendituremaybedifficult

whichmayleadtodoublecounting

Lackofqualifiedpersonneltocollectandcompiledata

Lackofadequateresourcestofinancethegatheringofrelevantinformation

Valuingofgovernmentoutput-manyservicesarenotsoldintheopenmarket

18.ExplainfactorsthatcontributetolowlevelofNationalIncome.

Politicalinstability–Whenthereisnopeaceinthecountrytheproductionofgoods

andservicesisaffected.

Leveloftechnology–Theuseoflowleveloftechnologyoroutdatedmethodsof

production.

Land–Whereacountryisnotendowedwithnationalresources.

Lowlaboursupply.Labourwithlessskills.

Inadequatecapitalanduseofsimpletoolsinproduction.

Negativeattitudeofcitizenstowardswork.

Inacountrywherethesubsistencesectorislarge.

Theproductionofgoodsandservicesmaybelowinacountryexperiencingreduced

foreigninvestment.
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Discussfivereasonswhypercapitaincomemaynotbeaperfectmeasureofstandardof

livingbetweendifferentcountries

D̠ifferentcountriesusedifferentcurrenciesmeaninghighpercapitaincomeinone

countrydoesnotmeanitsbetter/lowpercapitaincomedoesnotmeanacountryis

worseoff(sincewhatagivenamountofmoneycanbuyinonecountrymaynotbethe

samequantityitmaybuyinanother)

D̠ifferentcountrieshavedifferentlevelsofinflation-highpercapitaincomeina

countrywhereinflationishighmaynotindicatehighlivingstandards/lowerpercapita

incomeinonecountrywhereinflationrateislowerdoesnotmeantheyarebadlyoff

P̠opulationindifferentcountrieshavedifferenttastes/preferences/differencein

basketofcommodities

H̠igherpercapitaincomeinonecountrymaynotindicateahigherstandardofliving

sincetastes/preferencesinthatcountrymaybeexpensive/lowpercapitaincomein

onecountrymaymeaninexpensivetastesofcommoditiesandhencenotnecessarily

lowerstandardsofliving

D̠ifferentcountriesmayhavedifferentlevelsofaccuracyofdata

Itsnoteasytodeterminethecountrywithhigher/lowerstandardsoflivingsincethere

arehighchancesofinaccurate/unreliabledata/informationonpopulation,incomes,

GDPsetc.

D̠ifferentcountriesdonothavesimilarincomedistributions

Onecountrymayhaveamoreeven/unevenincomedistributionthantheothermaking

itdifficulttogaugewherelivingstandardsarehigher/lower

D̠ifferenceinlevelofsacrifice/effortindifferentcountries

Acountrywithhigherpercapitaincomemayhavesimplyattainedthatduetosacrifice/

hardwork/extraeffortandviceversaandcannotbepresumedtohaveahigher

standardoflivingthanacountrywhereworkforceislazy

E̠xpenditureofdifferentcountriesonspecialneeds/emergencies/calamities/social

needsvaryAcountrymayhaveahigherpercapitaincomebutwithhugeexpenditureon

wars,diseases,famine,naturalcalamities/socialneedsandviceversa

D̠ifferentcountrieshavedifferentsizeofsubsistencesectors/non-marketedoutput/

unpaidgoods/servicesAcountrymayhavelowpercapitaincomethananotherbut

withalargevolumeofnon-marketedoutputandviceversa

E̠xpenditureofproductsnotmeantforimmediatesatisfaction

Somecountrymayspendhugeamountsofmoneyonprojectsthatmaybecompletedin

yearsahead(makingitdifficulttocomparewelfareatpresent)

NETWORTHOFABUSINESS.

1.ThefollowingaccountbalanceswereextractedfromthebooksofKitutraderson30th

November1995

Machinery 250,000
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Debtor 62,000

Creditors 46,000

Stock 12,680

Cashinhand 1,500

Cashatbank 15,000

Determinethecapitalasat30thNovember1995

Capital=Totalassets–Totalliabilities

250,000+12,680+62,500+15,000+46,520

=295,160

2.ThefollowingbalanceswereextractedfromthebooksofWasotraderson

30thOctober1995.

Cash 20,520

Bank 160,230

Premises 800,000

Debtors 40,000

Creditors 62,000

2yearloan 40,000

Stock 2,500

Prepareabalancesheet (5marks)

3.ThefollowingtablecontainsinformationrelatingtoabusinessA,BandC.Determinethe

figuresrepresentedbyW,XandY.

Business Assets Capital Liabilities

A

B

620,000

X

W

400,000

230,000

120,000
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–Assets=Capital–liabilities

(a)Capital =620,000–230,000

=390,900

(b)Assets =400,000+120,000

=520,000

(c)Liabilities=800,000–500,000

=300,000

4.Inthespacesprovided,indicatewitha(+)or(-)theeffectsofeachoneofthe

followingtransactionsontheassets,Liabilitiesorcapital (4marks)

Asset Liability Capital

a)Boughtfurniture

b)Paidcreditorsoncash

c)Withdrawcashforpersonaluse

d)Convertedapersonalcarfor

personaluse

+

-

-

+

+

-

- -

+

C 800,000 500,000 Y

Transaction Assets LiabilitiesCapital

a Boughtfurnitureoncredit

b.Paidcreditorsbycash

c.withdrewcashforpersonaluse

d.Convertedapersonalcarforbusinessuse
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5.ThefollowingrelatetobusinessA,BandC.Foreachofthebusinessdeterminethe

missingfigures:M,N,andP

Business Assets Capital Liabilities

A 30,000 m 12,000

B n 16,000 13,000

C 60,000 48,000 p

-M-Kshs18,000

-N–Kshs29,000

-P Kshs12,000

6.Statefourusesofbalancesheetforbusinessorganizations. (4marks)

7.Foreachofthefollowingtypesofaccounts,stateinthespacesprovidedwhetheryoudebit

orcreditincreaseordecreasetheaccount. (3marks)

Typeofaccount Toincrease Todecrease

a Assetaccount

b Liabilityaccount

c.Capital

8.ThefollowingtransactionsrelatestoTajiraTradersforthemonthofJanuary2001

Jan1startedbusinesswithKshs.20,000incash

Deposited15,000fromcashtillintoabusinessBankaccount

BoughtgoodsoncreditfromWematradersfor6,000

Boughtfurniturebychequesh3,000

Prepareabalancesheetasat31stJanuary2001

9.Inthetablebelow,determinethemissingfig.X,YandZforeachofbusiness
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Q,RandS.

Business Assets Capital Liabilities

Q 250,000 X 120,000

R Y 1,500,000 Z

S 600,000 100,000 400,000

(3marks)

10. ThefollowinginformationrelatestobusinessA,B,CandD.

Business Assets Liabilities Capital

A 500,000 x 300,000

B Y 800,000 1,200,000

C 300,000 120,000 z

D 700,000 t 500,000

DeterminefigurerepresentedbyX,Y,ZandT. (4

marks)

11.ThefollowingbalanceswereextractedfromtheTangotradersasat31stDecember2004

Motorvehicle 80,000

Plantandmachinery 70,000

LoanfromBank 60,000

Stock 25,000

Debtors 30,000

Creditors 15,000

Bank 20,000
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PrepareabalancesheetforTangoTradersasat1stDecember2004. (5

marks)

12.Statetwocharacteristicsofeachofthefollowingbalancesheetelements:

a)Assets

b)Liabilities

(a) Assets

-Resourceownedandcontrolledbythebusiness.

-Musthavebeenacquiredinthepast.

-Anitemofvaluethatcanbemeasuredreliablyinmonetaryterms.

-Futurebenefitsassociatedwiththenetexpectedtobereceivedby

business

entity.

-Theyarefixedorcurrent.

(b) Liability

-Apresentobligationforabusinesstosettleasaresultofpast

commitments.

-Settlementwouldreducebusinessassets.

-Amountinvolvedcanbemeasuredreliablyinmonetaryterms.

-Owedtooutsiders.

-Theyarelongtermorcurrent/shortterm.

13.ThefollowingbalanceswereextractedfromthebooksofSakuTraderson

31March2008

Fixedassets 300,000

Currentassets 123,700

Creditors 84,500

5yearloan 125,000

Determinethenetworthofthebusinessasat31stMarch2008

(4marks)

DeterminationofnetworthofSakutraders

Networth=Totalassets-Totalliabilities

X=-{300,000+123,700)-(125,000+84.500)
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X=423,700-209,500

Networth=214,200

8x1/2marks

PUBLICFINANCE.

1. Explainfiveconsiderationstobemadebyagovernmentwhendecidingona

goodtax system.

(10mks)

 Equitable–fairnessinpaymentoftax.Itshouldnotstrainthetaxpayers.

 Certain–shouldbeclearintermsofamount,timeandmannerinwhichitshould

bepaid.

 Convenient-Taxleviedshouldbeconvenienttothecontributorandthecollector.

Tothecontributoritshouldbeleviedatatimewhenthepayerhasmoney.

 Economical-thecostofcollectingandadministeringshouldbelowerthanthe

revenuetobecollected.

 Diversity–Agoodtaxsystemshouldbediversifiedsothatitmeetsrevenue

requirementsofthecountryandalsobeinlinewiththeprincipleofequity.

 Flexibility–shouldbecapableofchanginginaccordancewithchangesinNational

income.

 Elastic–itshouldallowthegovernmenttoincreaseorreducerevenueasneed

arises.

 Abilitytopay–Ataxsystemshouldbedesignedinawaythattheamount

chargedisnottoohightotheextendthatthecontributorisnotabletopay.

 Simplicity-Agoodtaxsystemshouldbesimpleenoughtobeunderstoodbyeach

taxpayer.

2.ExplainfivereasonswhytheGovernmentimposestaxonitsCitizens. (10mks)

 Raiserevenue-thisisusedbythegovernmenttoprovideessentialgoodsand

servicestothecitizens.

 Discourageconsumptionofharmfulproducts–suchasbeerandcigaretteby

heavilytaxingthem

 Reduceinequalityinincomedistribution–Thisisdonebytaxingtherichand

usingthemoneyfobenefitthepoor

 Controlinflation-taxationreducesthemoneysupplythroughreductionofpeoples

incometherebycontrollinginflation.

 Correctunfavourablebalanceofpayments–hightaxonimportedproductswould

discouragetheirimportationandlowtaxonexportingproductswillencourage

moreexportation.

 Discourageimportationofcertainproductsbycharginghightaxontheir

importation.Forexamplehightaxonimportedsugaraimedatprotectingthelocal
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sugarindustries.

 Influencinglocationofbusinessesforexamplebyheavilytaxingbusinesses

locatedintownsthiswillmakeentrepreneurstoshifttoruralareas.

.

3.ExplainfivebenefitsoftaxationtotheKenyaneconomy (10mks)

 Toraiserevenuetofinancegovernmentdevelopmentprojects

 Todiscourageconsumptionofharmfulproductse.g.cigaretteswhichcause

negativeeffectsonhealthofthepeople.

 Todiscourageimportationofcertainproductsinordertoboost,localproduction

andlocalindustries.

 Tocorrectbalanceofpaymentdeficitbytaxingimportsinordertodiscourage

importation.

 Toreduceinequalitiesinincomedistributionbytaxingtherichandfinancing

activitiesthatbenefitsthepoormembersofthesociety.

 Toreduceinflationbyreducingpeoplesdisposableincome/byreducingmoney

supply.

 Toencouragedelocalizationofindustriesbytaxingurbanbusinessesmore.

4. Explainfivedisadvantagesofprogressivetaxes (10mks)

 Itmaydiscouragepeoplefromworkingasanyadditionalincomegoestothetax

 Investorsmaybediscouragedfromventuringintoriskybutmoreprofitable

businessesasthesewouldattractmoretax.

 Itisbasedontheassumptionthatpeopleearningthesameamountofincome

havesimilarneedsandabilitytopaytax.Thisisnotthecaseinreality.

 Itmayreduceoutput.

 Itmaydiscourageverticalmobilityoflabour..

 Retardscapitalformation

 Scopeoftaxevasion

 Itbreedscorruption

 Hamperssocialwelfare

5. Valueaddedtaxisoneoftheindirecttaxesusedbythegovernmenttoraise

revenue.Explainfivebenefitsofthistaxtotheeconomy.

 Morerevenueiscollected-Thetaxisleviedonawiderangeofessentials

commodities/productsthusahighamountofrevenueiscollected.

 Canbeusedselectively-itcanbeusedselectivelybythegovernmenttoachieve

acertainobjectivelikediscourageconsumptionofcertainproductssuchasbeer

byimposinghightaxonit.

 Stimulateeffort-increaseinindirecttaxislikelytostimulateeffortaspeople

struggletomaintaintheircurrentstandardsoflivingbyworkinghardertoraise

additionalrevenue.

 Convenient-itisconvenientbecauseitisnotpaidinlumpsumbutinsmallbitsas

onebuysthecommodity.
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 Flexible-thetaxisflexiblewhichenablesthegovttoeitherraiseorreducethe

taxratetosuittheprevailingeconomicsituationinthecountry.

 Easiertocollect-collectionisdonebymanufacturersandsellerswhothenremit

tothegovt.thismakesiteasiertocollect.

 Paymentismadepromptly–Governmentcangettaxrevenueimmediately

productsarebought/produced.

 Lessexpensivetoadminister-Sinceitcanbecollectedatthepointof

production,maynotbeexpensivetoadministerasdirecttaxes.

 Taxpaymentisvoluntary–Paymentofindirecttaxisvoluntarybecauseitispaid

mainlybythosewhoconsumethetaxedcommodity.

 Notpossibletoevade–Itisnotpossibletoevadeindirecttaxbecauseallthose

whobuythetaxedcommodityhavetopaythetax.

6. Highlightfivedifferencesbetweendirecttaxandindirecttax (10mks)

Directtax Indirecttax

(i)Taxrevenueiscertain (i)Uncertaintyintaxcollected

(ii)Doesnotaffectpricesofgoodsand

services

(ii)Affectspricesofgoodsndservices

(iii)Thesocietyortaxpayersare

conscious

(iii)thetaxpayermaynotbeawareof

taxbeingpaid.

(iv)Economicalincollection (iv)Expensiveincollection

(v)Cannotbeavoided (v)Canbeavoided

(vi)Candiscouragework (vi)Encouragespeopletoworkhardto

maintaintheirstandardsofliving.

7. Explainfivenegativeeffectsofhightaxationinaneconomy (10mks)

 Decreaseinprofitsofbusinesses-thismakesthebusinessesunabletomeetits

operationalexpensesthusaidingtheirpoorperformance.

 Reductioninconsumersincome-Theconsumersdisposableincomewillreduce

thusloweringtheirstandardsofliving.

 Discouragessavings–peoplewillbediscouragedfromsavingthusreducinglevel

ofinvestmentsinthefuture.

 Increasescostsofproduction–Thiswillforceproducerswhocannotmeetthe

costoutofbusinessorpasstheburdentoconsumersintermsofhighpriced

products.
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 Increasedpricesofgoodsandservices-Thismakesthemunaffordablebysome

consumersthusreductioninconsumption.

8. Explainfivemeritsofdirecttaxes (10mks)

 Elastic–Canberaisedorreducedaccordingtotheneedsoftheeconomy.

 Flexible–Itcanbeexpandedtocoverasmanyareasaspossible(taxbase)to

collectmorerevenue.

 Simpletounderstand–itssimpletounderstandtoboththetaxcollectorandthe

payerintermsofamountandtimeofcollection.

 Certain–Thetaxcollectioniscertainintheamountofrevenuetobecollected

 Equitable–Directtaxisequitableasamounttobepaidincreaseswithincreasein

income.

 Doesn’taffectthepriceofgoodsandservices–itsnotpartofthesellingpriceof

goodsandthereforecantfuelinflation.

 Desirable–itonlyaffectsindividualsinacertainincomebracketasitdoesnot

affectallthecitizens.

 Promoteswealthredistribution–reduceshighdifferencesbetweentherichand

thepoor.Highincomeearnersaretaxedmore.

 Economicalincollection–Mostofthedirecttaxesarecollectedatsourceandthe

costofcollectingthemisfairlylow.ForexamplePay-As-You-Earn(P.A.Y.E)taxis

deductedattheendofeverymonthfromtheemployee’ssalarybytheemployer

whoactsasahonorarytax-collector.

9. Explainfivedisadvantagesofindirecttaxes (10mks)

 Mayfuelinflation–continuedincreaseinindirecttaxmayfuelinflationasit

directlyincreasesthepricesofgoodsandservices.

 Canbeavoided–Indirecttaxcanbeavoidedbypeoplewhodonotconsumethe

taxedproduct.

 Uncertaintyinrevenuecollection–Theamounttobecollectedinindirecttaxmay

notbepredictedbecauseitsnoteasytoforecastsales.

 Expensiveincollection–indirecttaxesareexpensiveincollectionasmanytax

inspectorsareemployed.

 Lackofcontributorsawareness–asindirecttaxishiddeninthepricesofgoods

andservices,manyofitscontributorsarenotawarethattheyarecontributing

anythingtothegovernment.

 Lessequitable–Theburdenofindirecttaxfallsmoreheavilyonconsumerswith

lowincomescomparedtothosewithhighincomes.

 Mightinterferewithresourceallocation–Indirecttaxincreasesthepricesofthe

taxedgoodsrelativetoothers.Thismightdiscourageconsumersfrombuying

themtherebyshiftingconsumptionandproductionresourcestowards

commoditiesthatarenottaxed.

10. Statefourtypesofdirecttaxes (4marks)
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 Incometax

 Stampduty

 Corporationtax

 Capitalgaintax

 Estatedutytax

 Wealthtax

 Capitaltransfer(gift)tax

11.Statefourcircumstancesunderwhichthegovtmayfinditnecessarytoraiserevenue

throughinternalborrowing

 Ifexternalsourcesoffundsarenotavailable.

 Ifthegovtwantstostandonitsown

 Ifthegovtwantstocontrolinflation

 Whenthegovtwantstoreduceexternaldebts.

Circumstanceswhenthegovernmentmayborrowfrominternalsources.

 Ifthereisbudgetdeficitinthecountry.

 Whenthereisneedtoimproveinfrastructure.

 Whenthereisneedtoreduceinflation.

 Ifinternalloansattractlowinterestratesthanexternalones.

 Incasetheexternalloanshavestrict/toughconditionsattachedtothem.

 Whenrelief/emergencyservicesarerequiredinthecountry.

Stateany4sourcesoffinancetothecountygovernment.

Finesandpenalties.

Incomefromsaleofcountygovernmentownedproperty.

Recoveryofprincipalamountandinterestofloans.

Chargesi.e.receiptsbythegovernmentforservicesrendered.

Incomegeneratedfromtourismetc.

12. Outlinefoursourcesofgovernmentrevenue

 Taxes

 Finesandpenalties

 Ratesandrents

 Profitsfromgovernmentbusinesses

 Interestonloans

 Feesandlicenses

 Saleofshares/debentures

 Governmentborrowing

13. ExplainfivetypesoftaxesleviedonbusinessesinKenya (10mks)
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 Incometax–itisleviedontheincomesofindividualsandbusinesses

 Exciseduty–itisleviedongoodsproducedwithinacountry.

 Customsduty–Itisataxleviedongoodswhichareimportedinto/exportedto

othercountries.

 Valueaddedtax–itisappliedtoallgoodsatagivenpercentage.

 Capitalgainstax–itisleviedonincreaseinthevalueofcertaintypesofproperty

whensoldatahigherpricethanitwasbought.

14. Explainfivewaysinwhichthegovernmentfinancesitsexpenditure (10mks)

 Finesimposedbycourtonoffenders

 Benefitsandratespaidforuseofgovernmentproperty

 Licensefeepaidbythosewhowanttooperatebusinesses.

 Dividendsandprofitsearnedfromgovernmentdirectinvestments.

 Interestsearnedonloansadvancedbythegovernmenttofirms.

 Proceedsfromsaleofgovernmentproperty

 Governmentborrowinginternallyandexternally

 Taxespaidbyindividualsororganizationstogovt.

15. Explainfiveprinciplesofgovernmentexpenditure (10mks)

 Maximumsocialbenefit–Anypublicexpendituremustbespendinsuchaway

thatmajorityofthepeopleareabletoreapmaximumbenefitfromit.

 Economy–Publicexpendituremustbeincuredinthemosteconomicalwayby

avoidinganypossiblewasteormisuse.

 Elasticity/Flexibility–mustbepossibletoincreaseordecreasetheexpenditure

accordingtotheprevailingcircumstances.

 Sanctions–Publicexpendituremustbesanctionedorapprovedbytherelevant

authoritysuchastheparliamentorthecountyassembly.

 Properfinancialmanagement-publicfundsshouldbewellmanaged.Proper

recordsofexpenditureshouldbekeptandauditedasrequired.

16. Outlinefourwaysinwhichgovernmentexpendituremaystabilizetheeconomy

ofacountry.

 Provisionofsecurity:Thiscreatesanenablingenvironmentforeconomicactivities

 Creationandmaintenanceofadministrativedepartments:Thesearecreatedfor

effectiveoperationofacountry’seconomye.g.salaries

 Socialservices:Thisenhancesthewarfareofthepopulationfor effective

participationineconomicactivities.

 Spendingoninfrastructure-Itimprovesefficiencyinproductionand distribution

ofgoodsandservicesintheeconomy.

 Advancementofnon-interestearningcapitaltoentrepreneursduringeconomic

recess

 Provisionofbasicgrowthandservicesthroughsubsidies.

 Promotinglocalindustries
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17. Highlightfivereasonswhybudgetingisimportanttoabusinessorganization (10mks)

 Planningactivitiesisanecessaryactivitywhichassistsorganizationstofocusonfuture

operations

 Budgetingisimportantincoordinatingoperationsinanorganizationfromdifferent

departments

 Budgetingassistsincommunicatingtheintendedoperationsoftheorganizationto

interestedparties

 Budgetssetstandardsofperformancefortheorganizationwhichthemanagersstriveto

achieve

 Budgetsmotivatethemanagersastheyworktoachievethetarget

 Budgetshelpstocontrolexpenditureasthoseimplementingitareexpectedtooperate

withinitslimit

 Ithelpsthebusinesstoidentifyitsareasofexpenditure

 Awellplannedbudgetcanbeusedasameansofattractingexternalfinances

 Ithelpsthebusinessestimatetherevenue

18. Discussthereasonswhyabusinessorganizationmayprepareabudget (10mks)

 Inordertodetermineorganizationsearnings/salestotalreceiptforagivenperiodoftime

 Todetermineallexpenses/payments

 Todeterminethebalancebetweenthereceiptandpaymentanddiscoverifthereis

balancesurplusordeficitinabudget

 Determinewaysofgettingextraincomeifthereisadeficitinthebudget

 Enabletheorganizationtohaveaforwardlookingapproach

 Createstaffmotivation/coordinationifallareinvolved

 Itisrequiredbylendersoffinance/conditionse.t.c

19. Explainfourwaysthatagovernmentcanusetofinanceabudgetdeficit. (8mks)

 (Inflationaryfinancing)Borrowingfromthecentralbankthroughoverdrafts/ shortterm

loans/acceptuseofexamplestoexplain.

 Borrowingfrominternationalmoneymarkets/agencies/financialinstitutions/non-

bankingfinancialinstitutionssuchasIBRD/IMF/WorldBank/PBR/providesfunds/

revenueforgovernment/acceptuseofexamples.

 BorrowingfromcapitalmarketssuchasICDC/insurancecompanies/AFC/NPCK/

procedurebysellingbonds.

 Borrowingfromdomesticmoneymarketssuchascommercialbanks/sellingtreasurybills

and/bonds/promissorynotes/I.O.U.

 Borrowingfromothercountries/multilateral/Bilateralborrowingthroughloans/buying

goods/servicesoncredit.

 Borrowingfrommembersofthepublicbysellingtreasurybills/bonds/promissorynotes.

 Grants/donations/fromdonorcountries/finances/individuals.

 Printingmorecurrencies

 Imposingconditions/new/taxationinrelatedgoods/services/increasedgovernment



isabokemicah@gmail.com

Novels,UpdatedCPA,KASNEB,HighSchool&PrimaryNotes 0705525657
180

revenue/raisefunds.

20. Explainsixsourcesofgovernmentrevenuefordevelopmentexpenditure.

 Taxation–Governmentlevisdifferenttypesoftypesongoods/servicesfromraising

revenue/onincomes

 Rent/rates/leaseincome/hiringchargesreceivedfromgovernmentpropertysuchas

land/buildings

 Salesofassets–thisincludesassetslikeshares/buildings/vehicles

 Loans–Thesearereceivedfromdevelopmentpartners/internationallenders/world

bank/I.M.F/locallenders

 Dividends/profits–receivedfromgovernmentinvestment/business

 Licenses/fees–licensesforoperatingbusiness/fessforgovernmentservices

 Loyalties–generatedbyacountry’sresourcessuchasforests/minerals.Nationalparks

 Grants/donation/gifts–fromthedevelopmentpartners/otherwellwishers

 Loansrepayments/interestsonloansgivenoutbythegovernmentagencies

 Fines/penaltiesimposedbycourts/governmentagencies

21. Outlinefivesourcesofnon-taxpublicrevenue

 Externalborrowinge.g.fromIMFandWorldBank

 Solicitforforeigngrants/donations/aidsfromdonorcountries

 Reducegovernmentexpenditurethroughcost-cuttingmeasures

 Saleandleasebackofpublicassets

 Introducingnewtaxationofselectedgoods

 Impulsesfrompubliccorporative/governmentbusinesses.

 Fines&penaltiesimposedonpeoplesfoundbreakingthelaw.

 Feefromdirectservices.

 Escheats

 Incomefromgovernmentpropertiese.g.parks/lande.t.c

 Loanrepayments/interestearnedfromgovernmentownedfinancialinstitutions.

22.(a)Explainfivesourcesofpublicfinances.                                           (10marks)

         

 (i) Taxesandlevies

Thesearetaxesandleviesonindividualmembersofpublicandbusiness

organizationsoutoftheirearningsandservicesprovidedbythegovernment.

(ii) Dividendsfromparastatalandinvestments

Thesearethesharesofprofitsgiventothegovernmentbyparastatalsinform
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ofdividends.

(iii) Borrowingloanslocallyaninternationally

Locally,thegovernmentborrowsthroughthesaleoftreasurybondsandbills

aswellasinfrastructurebonds. Internationallythegovernmentborrowsfrom

internationalfinancialinstitutionssuchastheWorldBankandfriendlycountries.

(iv) Feesforservicesrenderedtoindividualsdirectlybythegovernmentfor

examplesregistrationofbirth,marriagesanddeaths,businesslicensing,burial

permit,workpermitsandtransferofproperty.

(v) Finesandpenaltieschargedonthoseconsideredtohavebreachedgovernment

lawsfromcourts.

Theseareimposedonindividualsfirmsandcorporationsfoundguiltyof

breakingthelawsofland.

(vi) Escheats

Propertiesreposedbythegovernmentfrommembersofpublicforvarious

reasonse.g.whereonedieswithoutawillandhavenolegalheir.

23. Indicatorsofagoodtaxsystem

 Equity;Taxburdenshouldbedistributedamongthetaxpayersaccordingtotheir

abilitytopay

 Economy;Collectionandadministrativecostofthetaxshouldnotexceedtax

revenuecollected

 Flexibility;Taxsystemshouldbecapableofbeingrevisedorchangedinlinewith

thechangingeconomicconditions.

 Diversity;Differenttypesoftaxsothattaxburdenisondifferentgroupsofthe

society.

 Elasticity;Taxrevenueshouldbecapableofrespondingappropriatelytochanges

innationalincome.

 Simplicity;Thetaxsystemshouldbeunderstoodbytaxpayersandthe

collectors.Thismotivatesthemto paytax.

 Certain;Theoneexpectedtopayshouldbeclearlyawareofhowmuchhe/sheis

paying.Thetaxcollector/governmentshouldalsobeawareofhowmuchitis

supposedtocollectfromtax

MONEYANDBANKING.

1. Highlightfouradvantagesofusingatelegraphicmoneyorderasameansofremitting

moneythoughthepostoffice. (4marks)
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 Itisfastermeansofsendingmoney

 Thesendercanbecompensatedincasethemoneyislost

 Itisfasterwayofsendingmoney

 Itisaconvenientwayofsendingmoney

 Itcanbeeasilytracedwhenitgetslost

3. ExplainfivewaysinwhichbankscontributetothedevelopmentofKenya (10mks)

 Providingcapitaltoexistingnewbusiness

 Theycarryfeasibilitystudiesforpotentialinvestors

 Theyprovideadvisoryservicesonhowtosetupandraninvestprojects

 Theysupportinvestmentsinareaswhichwouldotherwisenotbefinancedbyotherfinancial

institutionsduetorisksinvolved

 Theygeneraterevenuetothegovernmenttopaytaxesordividendstothe government

 Createemploymentopportunities

 Mobilizationofsavingsinvestments

4. Statefourlimitationsofbartertrade (4mks)

 Involvedoublecoincidenceofwantswhichisdifficulttofindinreallife

 Someitemscannotbeconvenientlydividedintosmallerunits

 Somegoodsaretooheavyhencedifficulttotransport

 Lacksstandardsmeasureofvalue.

 Somecommoditiescannotbestoredforalongperiod/perishable.

 Difficulttodeterminefairrateofexchange

5. Outlinefivereasonswhybankscurrentaccountispopularwithtraders(10mks)

 Thetraderscanwithdrawmoneyatanytimewithoutnotice

 Chequesareusedforpaymentsinsteadofcash

 TraderscanarrangeforoverdraftsfacilitieswiththemanagementoftheBank

 Thebankcanpayonbehalfofthetradessuchasstandingorders

 Thereisnominimumbalancerequiredintheaccount

 Purchasescanbemadepostdatedcheques

6. ExplainserviceofferedtocommercialbanksbythecentralbankofKenya (10mks)

 Acceptingdepositsfromcommercialbank

 Advicecommercialbanksonfinancialmatters

 Supervisestheoperationstocommercialbanks

 Facilitatestheclearingofcheques

 Givesloanstocommercialbanksoperations

 Saleofforeigncurrency

7. Listfourcharacteristicsofmoney (4mks)

 Divisibility

 Portability
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 Malleability

 Acceptability

 Homogeneity

 Stability

 Durability

8. Statefourmethodsthatcentralbankmayusetocontrolcredit (4marks)

 Bankrates.Thisistherateatwhichthecentralbanklendstocommercialbanks.Itcanbe

variedtoencourageordiscouragecredit/raising/loweringbankrate

 Openmarketoperation.Thecentral;bankmaysellorbuysecuritiesinthemarket.Selling

securitiesreducesthemoneysupply(forlending)

 Specialdeposits/compulsorydeposits/minimumreserverequirements.Thecentralbank

requireotherfinancialinstitutionstohaveacertainpercentageofdepositsdepositedin

thecentralbankwhichcanbevariedtoencourage/discouragecredits

 Cashratio/liquidityratio.Therationofcash/depositsmaybecarriedtocontrolmoney

supplycreditwhichcanbeincreasedtoreducemoneysupply/canbedecreasedto

increasemoneysupply.

 Moralpersuasion/Liquidassetspersuasion.Thecentralbankmayappeal/request/

persuade/restrainleading/creditrationing.

 Thecommercialbanksmayberequiredbythecentralbanktoapproveloansonlyfor

specialtypesofprojectse.g.agriculture,manufacturinge.t.c

 Directaction/directive/instructions

 Centralbankscanuseitsauthoritytodirect/instructthefinancialInstitutionstolendmore/

less/applycreditssqueeze/creditexpansionsmarginsrequirements.

9. Describemethodswhichmaybeusedbycommercialbankstotransfermoneyfor

customers.

 Standingorder–Astandingorderisaninstructionbyitscustomerstobepayinga

certainamountofmoneytoanamedpersonorinstitutionafteragivenintervaluntila

specifieddate

 Credittransfer–Itisamethodofpayingmanypeopleusingonecheque.Thepayer

compilesalistofpayees,theamountpayabletoeach,theaddressandtheaccount

numberofeach.

 Telegraphictransfer–Telegraphictransferisamethodofremittingmoneyofferedby

commercialbankstoanybodywhowantstosendmoneytoanother.Themoneyis

transferredthroughcableortelephonefacilities.

 Mobilebanking–wherecustomerscancarryouttransactionsbyuseofmobilephones.

 Travelerscheque–whichassistspeopletravellingabroad

 Bankerscheque–Thisareboughtbycustomerstopaytheircreditorswhocannot

acceptpersonalcheques

 Cheques–isawrittenorderbythedrawertoabanktopayondemandaspecified

amountofmoneytothepersonnamedasthepayeeortothebearer.
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10. Abusinessmanwishestoobtainaloanfromacommercialbank.Highlightthe

conditionsthatheshouldsatisfybeforethebankcangranthimtheloan

 Collateralsecurityvaluedbyappointedvaluers

 Accountfromleadingbankatleastsixmonthsold

 Bankstatementsforthelastsixmonthsbusyaccounttodeterminecreditworthiness

 Quarantinetothefollowedincaseofdefault

 Intendedpurposeoftheloan

 Agreementontherepayment

 Appraisalfee/chargetodeterminecreditworthinessbyabank

11. HighlightfourreasonswhyloansadvancedbycommercialbankinKenyamaynotappeal

tomanypeople (4

marks)

 Highrateofinterestchargedontheseloans

 Poorprofitsasaresultofpooreconomy

 Individualsandfirmsmayhavecheapersourceofloans

 Involvelengthyformalities

 Manypeoplefeartheconsequencesoffailingtopaytheloans

 Manypeopledonothaverecognizedpropertythattheycanofferassecurityforloans

12. ExplainfiveservicesthatthecentralbankofKenyaofferstocommercialbanks(10

marks)

 Acceptsdepositsforsafekeeping

 Licensingtheoperationsofcommercialbanks

 Supervisionofbankingoperations

 Provideclearinghosesfacilitiesforcheque

 Givingcommercialbanks,loansasthetenderofthelastresort

 providesadvisoryservices,bankingeconomicmatters

 Centralbankisasourceofcurrencyforcommercialbankoperations

 Buyingandsellingforeigncurrencyfromcommercialbanks

 Actsasamediatorsforcommercialbanksincaseofdisputebetweenthem

 Itrepatriatesexcessforeigncurrencyonbehalfofcommercialbanks

 Statutorymanagementduringfinancialcrisis

13. Explainfourdisadvantagesofusingabankoverdraftasasourceoffinances(8mks)

 Itisanexpensivesourceoffinanceastheinterestchargesareveryhigh

 Frequentuseofoverdraftuseofoverdraftcouldbesignofpoormanagementhenceit

makeitdifficulttoobtaincredit.Bankmayrecalltheoverdraftanytime

 Overdraftarenoteasilyavailableunlessoneiswellknown

 Interestrepaymentcannotbeplannedforwithcertainty

 Limitedaccess-overdraftsisonlygiventocurrentaccountholdersonly
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 Security–thelendersmayrequiresecurity/propertypledge

 Limitedamountarehenceunsuitableforlongtermfinancing

 Repaymentpatternsareunplannedhenceanydepositsmadeintheaccountareassumed

toberepayingtheoverdraft

 Shortrepaymentperiodwhichaffectsthecashflow offirm adversely

14. Describefourwaysinwhichanon-bankfinancialinstitutionsdifferfromthe

commercialbanks

 Theydonotprovidecurrentaccount(facilities)whilecommercialbanksprovidethe

facilities.IncommercialbankscurrentA/Choldersusecheques/commercial

 bankissueschequeswhileNBFIdon’t

 Theyprovidelongtermloanswhilecommercialbanksprovideshorttermloanwhile

commercialprovideshorttermloan/overdraft/discountingbillsofexchangeNBFIdon’t

 Non-bankfinancialinstitutionsarenotregulatedsupervisedbycentralbankwhile

commercialbanksareregulatedbycentralbanks/supervised/bankingact.

 TheNBIFslendmoneyforspecificpurpose/specificsectorwhilecommercialbank

providesgeneralfinance

 CommercialbankcreditwhileNBIFdon’tcreatecredit

 Commercialbankmeansofpayment/transferofmoneywhileNBFIsdon’t

 CommercialbankexchangeforeigncurrencywhileNBFIdon’t

 Commercialbankprovidessafe(forlaterbankers)whileNBFIdon’t

 CommercialbankgiveslettersofcreditinITwhileNBFIdon’t

 Commercialbankprovideslockersfacilities/safecustodyforvaluableswhileNBFIsdon’t

16. Discussfivereasonswhybusinesspeopleprefertooperatebankcurrentaccounts

 Onecangivepostdatedchequesifneedarises,thusenablingclearingofdebtsatafuture

date.

 Onecanmakewithdrawalsasmanytimesastheywishthusenablingthemtoaccessmoney

whenneeded

 Onecangetissuesofregularstatementsthusenablingthemtobeawareoftheirbank

balances.

 Onecanwithdrawlargesumsofmoneywithoutnotice,whichconvenientforthebusiness.

 Onecangetbankoverdraftfacilitywhenonedoesnothaveenoughcash.

 Onedoesnothavetomaintainminimumbalanceunlikeinotheraccountshencecanuseall

thefundsintheaccount.

 Safetyisenhancedasonepaycreditorsusingachequeanddoesnothavetogotothe

bank.

17. WambuaintendstoimportacarfromDubaiwhichcostsKshs.20,0000Dirams.If

4Dirams=1UsDollarandKshs70=1Dollar,calculatetheamountinKenyashillings

thatWambuawillpayforthecar.

CarCosts20,000dirams

4dirams=1USdollar

AmountofKshspaid
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20,000 =5,000USdollars

4

Amountpaid=Kshs350,000

18. Highlight4functionsoftheCentralBankofKenya

 issuingofcurrency

 Bankertothegovernment

 Bankertocontrollercommercial

 Lenderoflastresort

 Controllingcredit

 Managementofforeignexchangereserves

 Implementinggovernmentmonetarypolicy

 Managementofpublicdebts

19. Outlinethebenefitsthatbankcustomergetsfromoperatingacurrentaccount

(10marks)

 paycreditorscheques,hencesafetyanddoesnothavetogotothebank

 Theycangetbankoverdraftfacilitywhentheydonothaveenoughcash

 Theydonothavetomaintainminimumbalanceunlikeinotheraccountshencecanuseall

thefundsintheaccount

 Theycanwithdrawlargesumsofmoneywithoutnoticeconvenientforbusiness

 Theycanmakewithdrawsasmanytimesastheywishthusenablingthemtoaccessmoney

whenneeded.

 Theycangivepostdatedchequesifneedarises,thusenablingthemtobeawareoftheir

bankbalances

 onecanwithdrawlargesumsofmoneywithoutnotice,whichisconvenientforthebusiness

 Onecangetbankoverdraftfacilitywhenonedoesnothaveenoughcash

 Onedoesnothavetomaintainminimumbalanceunlikeinotheraccountshencecanuse

allthefundsintheaccounts

 Safetyisenhanceasonepaycreditorsusingachequeanddoesnothavetogotothebank

20. Explainthe5servicesofferedbycommercialbankstotheircustomers(10marks)

 Safekeepingofvaluablesitems.Commercialbankactsascustodianofvaluableitemforthe

clientssuchaswills,titledeeds,jewelleryetc.

 Theylendmoneytotheirclientsinformofloans,overdraftsordiscountingbillsofexchange

andpromissorynotes.

 Theyreceivemoneydepositsfromtheirclientscommercialbanksoperate3typesof

accountsforthispurposenamelysavings,currentandfixeddepositaccount.

 Theyfacilitatetransferofmoneythroughcheques,credittransfersstandingordersetc.

 Theyadvicetheirclientsonfinancialandinvestmentmatters.

 Theyfacilitateinternationalpaymentsthroughlettersofcredit.
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 Theyactasmanagementtrusteesofpropertiesofbusinessofdeceasedclients.

 Theyactasrefereesfortheirclientsduringacreditstatusinquiring.

21. OutlinefourwaysthattheWorldBankmayusetoassistdevelopingcountriesto

improvetheireconomy. (4marks)

 Providingfinancestoreducebudgetarydeficits

 Provideloansfordevelopmentprojects.

 Providefinancetocorrectandadversebalanceofpayment.

 Providetechnicalexpertisetosupportdevelopment.

22. Explainfourfunctionsofmoney. (8marks)

 Used/servesasamediumofexchange.Moneycanbeexchangedforgoods/services

removingtheproblemofbarter/canbeusedtobuygoods/servesasitisgenerally

acceptedasamediumofexchange.

 Measureofvalue:Valueofgoods/servicescanbecompared/estimated/determined/

calculated/assigned.

 Storeofvalue:valueofgoods/servicescanbestoredinformofgoods/servicesare

recordedintermsofmoney.

 Standardofdeferredpayments/moneyassistofconductbusinessoncredit/where

paymentsaremadelater.

 Unitofaccount.Valuesofgoods/servicesarerecordedontermofmoney.

Outline4servicesofferedinagencybankingasatrendinthebankingsector.(4mks)

 Customerdeposits

 Withdrawalfromownaccount

 Transferoffunds

 Payingbills

 Balanceenquiries

 Openingnewaccounts

 Fillingofloanapplicationforms

23. ThefollowingaresomeoftheaccountsavailabletocustomersintheKenyan

bankingindustry:Currentaccount,savingsaccountandFixeddepositaccount.Givethe

accountthatcorrespondstoeachofthedescriptionsgivenbelow. (4

marks)

Description TypeofAccount

(a)Accountholdersrequiretodepositaspecificinitial

amountaswellasmaintainaminimumbalance

SAVINGS
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(b)Accountholdermaydepositandwithdrawmoney

whenevertheywantwithoutmaintainingaminimum

balance

CURRENT

(c)Bankspayinterestonthedepositatcomparatively

higherrates.

FIXEDDEPOSIT

(d)Moneymaybedepositedatanytimeandinterestis

earnedifaspecifiedbalanceismaintained

SAVINGS

24. Outlinefourbenefitsthataccruetoacustomerwhousesautomatedtellermachine

(ATM)bankingservice. (4marks)

 Savestime

 Withdrawinganytime

 Convenientlyplaced

 Accesstoaccountbalances/extrainformation

 Canpayutilitybills

 Depositsanytime

 SinceATMcardscanbeusedtobuygoods/services

 Cheapertooperate

 Safertouse

 Highlyportable

 Withdrawalscanbedoneforoneelsebehalf

25. Describefourmeasuresthatthegovernmentmayputinplacetoreducethe

amount ofmoneyincirculation. (8marks)

 Compulsorydeposits/specialdeposits/increaseminimumreserverequirements.

TheCentralbankmayrequirethatcommercialbanksdepositacertainamountof

theircashwiththecentralbank.

 Selectivecreditcontrol/creditrationing.Thegovernmentthroughthecentral

bankmayrequirethatcertainsectorsoftheeconomybeassistedfinancially.

 Openmarketoperations.Thegovernmentmayinstructthecentralbanktosell

governmentsecurities/stocks/bondsintheopenmarker/stockexchange.

 Raiseinterestrates-Highinterestratesmaybeofferedforsavingstoencourage

moredeposits.

 Raisecash/liquidityratiotherebyleavingcommercialbankswithlessmoneyto

lend.

 Raisingthebankrateleadingtocredit/loansbecomingmoreexpensive.

 Raisingmarginrequirementtodiscourageborrowing.

 Moralsuasionbygovernmentappealingtocommercialbankstoreducelendingto

thepublic.

 Reducinggovernmentexpenditurebysuspendingsomeprojects.

 Raisingtaxestoreducedisposableincomehencelowerpurchasingpower.
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 Surplusbudgetingbyspendinglessthantheincomeraised.

26. OutlinefourrequirementsforopeningacurrentaccountwithaCommercialbank

 Personalidentification.

 Initialdepositrequired.

 Aletterofintroductionfromanexistingcustomer.

 Physicalcontactaddress.

 Beofmajorityage/above18yearsold.

 Passportsizephotographs.

27. Atraderhasdecidedtotakealoantoexpandamanufacturingbusiness.Givefour

reasonswhyitisbeneficialtoborrowfromanon-bankfinancialinstitution (4marks)

 Giveslongtermloans

 Providesfinanceforcapitaldevelopment/specificprojects

 Lowinterestrates.

 Assistinmanagementoftheproject.

 Acceptlowercollateralvalues.

 Givealongergraceperiod..

28. ExplainfourservicesthattheCentralBankofKenyamayoffertoabankerto

commercialbanks (8

marks)

 Advising/information/education/publishingjournalsforcommercialbanks or

financialmatters.

 Bankertocommercialbanks/acceptsdepositsbybeingincustodyofthe

reservesreceivedfromcommercialbasis.

 Supervising/monitoringtheoperationsofcommercialbanksbankingact

 Providingacentralcleaninghorsewherecommercialbankssettledebtsdueto

eachother/forcheques.

 Beingatenderofthelastresorttothecommercialbanks.

 Foreignexchange/buy/sellforeigncurrencyto/forcommercialbanks.

 Icoreofcurrencyforcommercialbanksoperations/replacesoldcurrency/issue

newnotes/coins.
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 Mediation/arbitrationincaseofdisputes(betweencommercialbanks)

 Licensing—theoperationsofcommercialbanks.

 Repatriationofexcessforeigncurrency/profits(broad)onbehalfofcommercial

banks.

 StatutorymanagementduringfinancialcrisisIreceiverships.

29. IdentifyfourbenefitsthataccruetoacustomerusingE-Banking/Mobilebanking

services

 Thecustomercanuseittobuyairtime.

 Enablethecustomertopayutilitybills.

 Fastintransactingbusiness.

 Customercanbealertedonanydepositsintheaccount

 Onemayaccessaccountbalance

 Onemayrequestformini-statement

 Onecantransfermoneyfromthebanktothemobilephone.

30. Statefourmethodsusedbycommercialbankstolendmoney

 Overdraftfacilities

 Personalloans

 Useofcreditfacilities

 Treasurybills

 Discountingbillsofexchange/promisorynote

32. Namefourfactorsinfluencingtheamountofmoneyheldforprecautionmotive

 Levelofincome

 Familystatus

 Ageofindividual

 Numberofdependants

 Individualtemperaments

 Durationbetweenincomes

33. Discussfivecircumstancesunderwhichthegovernmentmaybeforcedtoborrow

money

 Wherethereisabudgetdeficit–iftheplannedexpenditureexceedsplanned

revenue

 Wherethereisneedforreconstruction–thisusuallyhappensaftertheeconomy

isdevastatedbynaturalcalamitiesorwar.

 Wherethereisneedtoprovidereliefservicestothoseaffectedbydisasters.

 Whenthereisneedtoimproveinfrastructure–soastoenhancethepeaceof

economicdevelopment/distributionofgoodsandservices.

 Wherethereisneedtomaintainpricestability–thegovernmentcouldborrow

throughthesaleoftreasurybillsandbondsinordertoreducetheamountof
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moneyincirculation.

Explainfivewaysinwhichcommercialbanksfacilitatepaymentonbehalfoftheir

customers. (10marks)

a.Standingorders.Acustomermakingregularpaymentscouldinstructthebankto

makethepaymentsforanagreeperiodoftimeuntilhemakeschangestothe

instructioninwriting.

b.Credittransfer.Customerwithseveralpaymentstomakeatacertaintimemaywrite

onlyonechequeandthenfillacredittransferformwhichinstructsthebankwhoistobe

paidandhowmuch.

c.Creditcards.Thecustomerobtainsgoodswithoutpayingforthemincashfroma

retailoutletthatacceptsthecards.Thebuyersignsavoucherwhichislaterpresented

tothebankbythesellerforpayment.

d.Cheques.Thebankissuesthecustomerswithachequebookwhichtheyusefor

payments.

e.Mailtransfer.Thisiswherethebankwouldremitthepaymentthroughmailonbehalf

ofthecustomer.

f.Banker‘scheque/bankdraft.Thisisachequedrawnbyonebanktoanotherthepeople

makingthepaymentbuysthechequeandmakesthepaymenttocreditorswhodon‘t

acceptpersonalcheques.

g.Letterofcredit.Thisiswherebanksguaranteepaymenttoexportersonbehalfof

theirclientswhohaveimportedgoods.

h.Traveler‘scheques.Thisisusedtoassisttravelersin/outofthecountrytosettletheir

debtsinthecountrytheyarevisiting.

i.Telegraphictransfer.Thisiswherebybankremitsmoneybyuseofcables/telephone

onbehalfoftheircustomers.

34. ExplainfivewaysthroughwhichtheCentralBankcanreduceexcesssupplyof

moneyintheeconomy. (10marks)

 Bankrates-IncreasingtheCentralbankinterestlendingratestocommercialbanks

 Liquidity/cashratio–increasingthecash/liquidityratio

 Compulsorydeposit-increasingthecompulsorydepositrequirements

 Openmarketoperations-sellingthegovernmentsecuritiestothegeneralpublic

andinstitutions

 Selectivecreditcontrol-instructiontocommercialbanksandotherlending

institutionstoadvanceloanstofewspecificsectors

 Directives–instructionstocommercialbanksandotherlendinginstitutionsto

increasetheinterestthattheyshouldcharge

 Requests/moralsuasion-appealingthecommercialbankstocontractcredit

activitiestospecificsectors
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ExplainfiveadvantagesofM-pesa

Savestime–Mpesashopsareavailableeverywhere.

Withdrawinganytime–aslongastheshopsareopened.

Convenientlyplaced–inalltowns.

Accesstoaccountbalances/extrainformation–throughphone.

Canpayutilitybills–e.g.electricitybills.

Candepositanytime–aslongastheshopsareopened.

M-pesacanbeusedtobuygoodsandservices–inashop/petrolstation.

Cheapertooperate–lesscharges.

Safertouse–hasprivatepin/password.

Withdrawalscanbedoneforoneselfbehalf–withanID.

Candepositmoneyinthebankaccount–throughM-banking.

Canwithdrawmoneyfromthebank–throughM-banking

Explain5servicesthattheCentralbankofKenyaoffertoCommercialbanks.

Lendersoflastresort;-Centralbankisthelastinstitutionwherecommercialbanks

obtainloansiftheyareunabletogetfinanceselsewhere.

Abanktocommercialbanks.–Ascommercialbanksoperateaccountswiththecentral

bank.

Clearingofcheques;-Centralbankfacilitatestheclearingofchequesbetween

differentcommercialbanksthroughitsclearinghouse.

Controllingcommercialbanks.–Bygivingtheminstructionsonthelendingprocedures

andproperbankingpractices.

Controllingofmonetarysystem.Bycontrollingthelendingcapacityofcommercial

banksthusregulatingtheamountofmoneyincirculation.

Linktoexternalfinances.–Itlinksthecommercialbankstointernationalfinancial

institutionandothercentralbanks

ExplainfivecurrenttrendsinKenya‘sbankingsector

I̠ncreased/widespreaduseofAutomaticTellermachinesATMs/ATMcardshas

enabledbankstoofferservicestoclients/purchasefromdesignatedretailoutlets(using

ATMcards/debtcards)

N̠etworkingofbranches/computerisedserviceshasfacilitatedabilitytotransact

businessfromanybranchcountrywide/fasterprocessingoftransactionse.g.clearingof

chequestakelesstime

R̠elaxationofconditionsrelatingtooperationofbankaccountssincefeaturesof

specificaccounttypesacrossdifferentbanksarenolongeruniform(butkeepon

changinginlinewithcompetitivemarket)

E̠asiercreditconditions-varietyofloanproducts/loanswithminimalrequirements

arenowavailable(toattractmorecustomers)

C̠ustomercareservicestocaterforcustomerswhomayrequirepersonalised/

specialisedadvice/assistance

B̠ankingservicesbyMicro-FinanceInstitutionsthroughprovisionofbasicbanking
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servicese.g.FauluKenya,FrontOfficenServiceActivities(FOSA,KWFT)acceptexamples

ofmicro-finance.

-EmergenceofAgencybankingwherebysomefinancialinstitutionsallowsome

businessestoprovidefinancialserviceson

theirbehalf(acceptbenefitsofagencybankingasexplanation)

L̠iberisationofforeignexchangedealings/licensingofforexbureauxhasenabled

clientstoaccessforeignexchangeservicesmoreconveniently/readily

E̠-bankinghasenabledclientstocarryoutsomebankingtransactionsbyuseof

computersonline

M̠-banking-customerscancarryoutsomebankingtransactionsviamobilephonese.g.

balanceinquiries/salarydepositalerts/airtimetopup/paymentofbills/chequebook

orderingetc.

R̠estructuring/rationalizingofoperationsbymerging/closingsomebranches/

introducingnewoutlets/retrenching(toimproveservicedelivery)nanceinstitutionas

expansion)

Explainthebenefitsofmobilephonebanking

E̠aseofuse-mobilephonesareeasytooperateandaccesstheaccount

S̠peedytransferofmoney-moneyissentandreceivedwithoutdelays

S̠ecurity-itismoresecureandsafeasaphoneisusedbytheownerformonetary

transactions

C̠heaptouse-somebankschargeverylittlefeesfortheuseofbankingservices

F̠acilitatesloanfacilities-ownerscanaccessloansthroughmobilephones

U̠tilitybills-easytopaybillsbythecustomers-water,power,airtime

S̠erviceisavailablefor24hoursconvenientfortheaccountholder

S̠tatementofaccount-accountholderscanaccesstheirstatementfromthephone

P̠rovidearecord-transactionsthroughmobilephonehaveevidenceofrecordsforany

futurereference

B̠ankingservicesbecomecheaperintermsofcostsandtimeatthetouchofthebutton,

otransportcosts

I̠nstantfeedbackisavailableforanytransaction

INTERNATIONALTRADE.

1.OutlinefourbenefitsthatKenyaderivesbybeingamemberofpreferentialTradeArea PTA

(4marks)

 ObtainsloanfromPTA

 Obtainswidemarketforgoods

 ObtainloanfromPTAbank
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 Promotesunderstandingbetweenstates

 Promotesunderstandingbetweenstates

 Reducedcustomsduty.

 Obtainsgoodscheaply

 Shecangetgoodsthatshecannotproduce

 ThereisneedforforeignexchangewhenimportinggoodsfromPTAmembers.

2.Explainfivewaysinwhichacountrybenefitsbyparticipatingininternationaltrade

(10marks)

 Thecountryisabletoexportsurplusgoods

 Thecountryisabletobuywhatitdoesnotproduce

 Thecountryisabletoearnforeignexchange.

 Consumersinthecountryenjoyavarietyofgoods

 Thecountryisabletoacquiretechnologyfromothercountries

 Country’scitizensmayacquire/learnpositivehabitslifestyle

 Itenablesacountrytospecializeinfieldswhereitisbestsuited

 Promoteshealthycompetitionamonglocalandforeignmanufacturers

 Acountryvariabletogetgoodsevenduringtimesofcalamitiese.gfloods

 Itcreatesemploymentopportunitiesforcitizens.

 Itgeneratesrevenuethroughtaxes.

3.Givefourreasonswhyitmaybenecessaryforacountrytocontrolimports (4marks)

 Toprotectinfantfactories

 Toavoiddumping

 Tocorrectbalanceofpaymentdeficit

 Toraiserevenue

 Toprotectexistinglocalindustries.

4.Outlinefivetransactionswhicharerecordedinbalanceofpaymentaccountofacountry

(10marks)

 Itrecordstangibles/visibleexports.

 Itrecordstangible/visibleexports

 Itrecordsnontangible/visibleimports.
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 Itrecordsnontangibleimportsservices.

 Inflowofloans/grantbyforeigngovernment.

 Inflowofprivatecapital

 Outflowofloansbyagovernmenttoothercountries

 MonetarymovementformIMF/worldBank

5.Explainfivemeasuresthatacountrymaytaketopromoteherexports (10marks)

 Byparticipationininternationaltradefairs

 Byusinghercommercialattachestopromotecountriesofaccreditation

 Bysubsidizingproductionofexport/givingboundariesthroughexportcompensation.

 Bydiversifyingherexport/relyingondifferentproducts

 Byenteringinto(bilateral)tradeagreement

 Byloweringdutiesonimportedrawmaterialsmeantforexport/customsdrawback

 Lending/makingfinanceavailableforexportproducers

 Reducebureaucracyinlicensingofexporttrade

 ByestablishingEPZ

6.Statefourmethodsofcontrollingimports (4marks)

 Tariffsonimports

 Subsidiestocontrollocalproducers

 Exchangecontrol

 Quotas

 Totalban

 Longimportproducers

 Administration

7.Explainthemeaningandsignificanceineachofthefollowingtermsasusedofthe following

termsasusedinforeigntrade.Termsoftrade,balanceofpayment,exchangerate,balanceof

tradeandcommonmarket. (10marks)

 Termsoftrade:therateatwhichexportsononecountryexchangeswithimports.ToT=

Priceindexofexportsdetermineswhetherthetradebetweenonecountryandanotheris

favourable.

 Balanceofpayment:thedifferencebetweenbothcapitalandcurrentexportsandimportsof
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acountry.Ifthevalueofexportsishigher,thecountryexperiencesasurplusandvice

versa.ItdetermineswhetheracountryisexperiencingsurplusinI

 Exchangerate:rateatwhichacountry’scurrencyexchangeswithanother.Thisrate

determinesthevalueofexportsandimports/showsitsindicationofacountry’seconomic

strength.

 Balancetrade:thedifferencebetweenthevalueofacountry’svisibletangibleimportsand

itsvalueofexportsishigherthanimports.

 Determineswhetheracountryisexperiencingsurplus/deficittrade

 Commonmarket:anagreementbetweencountriesthatallowfreemovementofgoodsand

factorsofproduction.Thisallowsmobilizationofresources/tradewithoutrestriction.

8.Explainthesignificanceofeachofthefollowingdocumentsasusedinternationaltrade.Billof

lading,proformainvoice,indent,letterofcredit

 Billoflanding:itisadocumentusedintransportinggoodsbyship.Itenablestheholderto

takepossessionofgoods.Itentitlestheholdertotakepossessiontogoodsimported.

 Performainvoice-adocumentsentinadvanceofgoodsbeingexported.

 Indent-anorderplacedwithagentofexporter.Itisusedtoassisttheexporterofagentto

knowwheretobuygoods.Itusedtoassisttheagenttoselectonexporters.

 Letterofcredit–anofficialletterfromabankallowinganotherbankinforeigncountryto

payanexporteronbehalfoftheimporter.

StatefourfactorsthatmaylimitthesuccessoftradeagreementsamongAfricancountries

 Lackofgoodwill

 Similarproducts

 Bureaucracy.

 Differenceinheightsandmeasures

 Political

 Languagebarrier

 Culturaldifference.

9.Highlightfivewaysinwhichabillofladingisusefultoanimporterofgoods

 Heusesitasadocumentforfuturereference.

 Heusesthebillofladingtocountercheckhisgoodsonarrival

 Hecanuseittogetmoneyforclearing,oncethegoodshavecome

 Hecanusitasaproofofbusinesstransaction

 Hecanusethebilltoclaimcompensationincaseallthegoodsindicateddonotreachhim.

10.Highlightfourproblemsacountrymayexperiencebyparticipatingininternationaltrade

(4marks)
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 Causesexhaustionofnon-renewableresources

 Threattogrowthoflocalindustryduetoimportationofcheaperandbettergoods

 Importanceofgoodsthathaveadverseeffectoncitizens,likeconsumptionofharmful

importedproducts

 Erosionofculturalvalueduetocopingofundesiredforeignhabits

 Policeblackmailduetopoliticaldifference

 Increasedinflationduetoimportationofexpensivegoods

 Mayleadtoacountryexperiencingimportedinflation

 Mayleadtounfavourablebalanceofpaymentswherethevalueofimportsaremorethan

thevalueofexports

 Acountrythatreliesonimportedproductsmayfaceproblemsofsupplyduringtimesof

emergency.

 Mayleadtodumpingwhenlocalmarketisfloodedwithcheapgoods.

11.Outlinefourcircumstancesunderwhichaproformainvoicemaybeused (4marks)

 Whengoodsaresentonanagenttoshowsellingprices

 Whenthesellerdoesn’twanttogivecredittothebuyer

 Whenpaymentforgoodsisrequiredinadvance

 Whentheimporterwantwrittenclearancebeforegoodsaresent

 Whengoodsaresenttoatrader

 Whenansweringaninquiryletter

 Whentheconsigneeofgoodswishestodetermineprofitabilitybeforeselling

12.ExplainsixproblemsbeingfacedbytheKenyaExternalTradeAuthority(KETA)

 Poorinfrastructurewhichdiscouragesinvestorsmakeslocalgoodslesscompetition

 Highproductioncostswhichmaymakelocalproductsexpensive

 Insecurity:maydiscourageinvestors/discouragetourism

 Corruption/embezzlementoffundswhichmayaddtoextracoststoproject

 Shortagesofenergymayhampertheoperationsoftheinvestors

 InadequatefundsmaymakeitdifficultforKETAtoachieveitsaims

 PoliticalinterferencewhichhidersthesmoothrunningofKETA
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 CompetitionfromothercountrieswhichmakesitdifficultfortheKenyangoodstosell.

13.Explainthefactorsthatmayleadtodeterioratingtermsoftermsoftradeforacountry

(10marks)

 Highpricesofimports.Lowerpricesexportscomparedtocountriesexports.

 Advice/fallinexchangerates/depreciationoflocalcurrencywhichmakestheimports

expensive

 Appreciationofforeigncurrencywhichmakesimportsmoreexpensive

 Low/fallindemandforcountry’sexportsmoreexpensive

 Competition(fromsimilarproductsofothercountriesinthesamemarketwhichleadsto

decreasehencelowerexportprices

 Devaluationoflocalcurrencythusmakingimportsmoreexpensivemakingexportscheaper

14.Explainthefollowingtermsasusedininternationaltrade

a.LOCO–Meansthepricequotedcoversthegoodsastheyareintheexporter’spremises.The

importerhastomeetthecostsofmovingthegoodsfromtheexporter’spremisestotheir

destination.

b.F.O.R–Thismeansthatthepricequotedincludestheexpensesfortransportingthegoods

fromtheseller’swarehouseuptothenearestrailwaystation.Thebuyermeetsrailwaycharges

andallothercosts.

c.F.A.S-Pricequotedincludetransportexpensesuptothedocksaswellasdockcharges.

Loadingontotheshipandanyotherexpensearepaidbytheimporter.

d.BillofLanding-Thisisadocumentpreparedwhengoodsorderedforareloadedintotheship.

Itservesasevidencethatgoodshavebeenreceivedbytheshipowner.Itusedbytheimporterto

claimthegoodswhentheyarriveattheportofdestination.

e.Indent–Thisisanordersentbyanimportertoanagentintheexportingcountry.Itcontains

thedetailsofthegoodsrequired,themethodofpacking,thetransportingcompanyandtheterms

ofpayment.

f.letterofhypothecation–Thisisaletterwrittenbytheexportertohis/herbankauthorizingitto

resellthegoodsbeingexported.

Statethreefunctionsofdepartmentsofinternationaltradeintheministryofcommerceandindust

 Protectionofconsumeragainstexploitation(highpricesandlowquality)

 Carryoutmarketresearchondistributionofessentialgoodsandservices

 Promotionanddevelopmentofinternaltrade.

 Actsasamediatorforcommercialbanksincaseofdisputebetweenthem.

 Itrepatriatesexcessforeigncurrencyonbehalfofcommercialbanks.

 Statutorymanagementduringfinancialcrisis.

15.Explainfivedisadvantagesthatacountrymayexperiencefromimposingtraderestrictionson

tradingpartners.

 Retaliationbyothertradingpartners/countriesleadingtoreductioninexports.

 Low/foreignexchangeearningsduetoreducedexports.
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 Curtailedtransferoftechnology/factorsofproductionthatmayleadtopoorquality

production/lowqualityofproducts/lowoutput.

 Lackofvarietyof/limitedproductswhichrestrictsconsumers’choice.

 Poorinternationalrelationswhichmayleadtoconflictsamongconsumers/maynotget

assistanceintimesofcalamity/needs.

 Leadstoincreasedunemploymentduetoreducedtradingactivities.

 Maysufferbalanceofpaymentasaresultofreducedincomeofexports.

 Reducedcompetitionleadingtolowqualitygoods/services/inefficientfirms/exploitationof

consumers.

17.Discussfivereasonswhylessdevelopedcountriesarereluctantinimplementingfreetrade

agreement.

 Avoidunfaircompetitionfromdevelopedcountrieswithsuperiorproductsasitmay/could

leadtolossofmarketfortheirproducts.

 Preventdumpingofinferiorgoodsbydevelopedcountrieswhichmayhaveadverseeffects

ontheeconomy.

 Tosafeguardlocalemploymentthismaysufferduetofreeentryofimports.

 Reducebalanceofpaymentsdeficits;asaresultofpaymentforimportsexceeding

receiptsformexports.

 Safeguardagainstgovernmentrevenueotherwiseearnedthroughtaxationof

exports/imports.

 Safeguardagainstgovernmentrevenueotherwiseearnedthroughtaxationof

exports/imports.

 Avoiderosionofculturalvaluesarisingfromunrestrictedinterruptioninfreetrade

 Avoidoverexploitationofresourceswhichmaybedepleted/exhaustedduetoincrease

demandinfreetrade.

 Avoidimportedinflationwhichmaybecausedbyinflowofhighlypricedimports.

 Prevententryofharmfulgoods/serviceswhichmayhaveadverseeffectsonthehealthof

thepeople/acceptexamplesifharmfulgoodsasexplanation.

18.Explainsixcircumstancesunderwhichacountrymayrestrictinternationaltrade(12

mks)

 Wherethereisneedtoprotectlocal/infantindustrieswhichmaynotwithstand

competitionfromestablishedforeignindustries.

 Wherethereisneedtocontroldumpingtopreventadverseeffectsonthe

economy.

 Wherebalanceoftrade/paymentcontinuestodeteroriatetoreducepaymenton

imports.

 Wheregoodsarehazardous/harmfulforconsumptioninordertoprotectthe

healthofconsumers.

 Wheregoodsinvolvedareasecurityrisktothecountrytoensurepeaceand

stability.
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 Whereitisnecessarytocountertheactionsoftradingpartnersasaretaliatory

measure.

 Wherethereisneedtoavoidimportedinflationarisingfromoverpricedimports.

 Whereitispoliticallyexpedienttodosoinordertopromotegoodgovernancein

anothercountry.

 Wherethereisneedtosafeguardlocalemploymentwhichmaybelostthrough

entryofcheapimports.

 Wherethereisneedtoavoidoverdependenceonimportswhichmayleadto

politicalblackmail.

 Wherethereisneedtoavoidoverexploitationofresourceswhichmaycausetheir

depletion.

 Wherethereisneedtobuildreservesofstrategiccommoditiestoavoid

shortagesinmeetinglocaldemands.

19.Statefouritemsthatusuallyappearonthecreditsideofthecurrentaccountofa

country

 ReceiptsfromexportofgoodsIvisibleexport

 Receiptsfromexportofservices/invisibleexports

 Receiptfrominvestmentabroad

 Deficitbalance.

20.Explainfivemeasuresthatthegovernmentmaytaketoimprovethevolumeof

exports.

 Creationofexportprocessingzones—wheretheproducers/exportersenjoya

varietyofinceptives/accepte.g.ofinvestorsasexplanation.

 Manufactureunderbondtoencouragelocalmanufacturerstoproduceexclusive

forexport.

 Exportcompensationschemes/subsidesschemesbyrefundingaspecific%age

of

valueofgoods/servicesexported/meetingpartofthecostofproductionfor

exporters

 Providinginformationoninternationalmarketsthroughpublications/seminars/

workshops/educationaltours.

 Financingthoseproducingforexportsbyavailingcredit/loanstoexporters.

 Participatingininternationaltradefairs/exhibition/showtoexposethe

exporters/theirgoods/services.
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 UseofcommercialattachesothergovernmentagenciestopromoteexportsI

advertise/lookformarketsforexports.

 Reductionofbureaucracy/redtapethroughsimplificationofexportprocedures.

 Customsdrawbacksbyrefundingtaxonimportedranmaterialsusedtoproduce

exports.

 Devolutionofcurrencytomakeexportscheaper/increaseddemand.

 Improvedinfrastructuretofacilitateexportproduction/exporttrade/acceptegs

ofinfrastructureasamentioned.

 Enteringintotradeagreement/b1oks/integrationgroupingcooperationtogive

preferentialtreatmenttocoolingexports.

 Improvingquality/standardization/packagingtomakeexportsmoreattractive.

 Exportcreditguaranteeschemetoinsure/compensateexportersagainstrisks

when

sellingoverseas.

 Taxrebates/loweringofdutiesonexports/reductionoftaxesoninputs.used

toproducegoodsforexporttomakethemcheaper/increasetheirdemand/to

reducecostofproduction.

 Improve/adoptmoderntechnologyinordertoincreasethevolumeofgoodsfor

exports.

22.Statefourformsofeconomicintegrationthatmayexistbetweencountries.

 commonmarkets–.Thisiswherecountriesinaneconomicintegrationallowfree

movementoffactorsofproductionsuchaslabourcapitalandentrepreneurship

amongthemembercountries

 FreeTradeAreas-wherebarrierssuchastariffsandquotasareremoved.

 CustomsUnjons-membercountrieschargecommonexternaltariffs.

 EconomicUnion-wherecommoneconomicinstitutionslikebanksaresettodeal

withmonetarypolicy.

Outlinefivecharacteristicsofaneconomicunionformofintegration.10mks

freetradeinallgoodsandservices

freedomofmigration

singlecurrencyinuse

jointeconomicinstitutionegcentralbank

developmentofcommoninfrastructure

freeflowofcapital
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commonenvironmentalregulations

Nonationaldifferencesintaxation

23. Explainfivedisadvantagesthatacountrywouldsufferifsherestrictedtradewith

othercountries.

(10marks

 Reducedcompetition-leadingtolowqualitygoods/servicesinefficient

firms/explanationofconsumers.

 Reduced/limitedconsumerchoice-traderestrictionreducesthevarietyof

goods/servicesavailabletoconsumersleadingtolowstandardsofliving.

 Retaliation/tradingpartnersarelikelytoretaliateleadingtolossofbusiness

betweencountriesinvolved/reducedexport/imports.

 Reduced/lowinvestmentduetolimitedtradingopportunities

 Blackmailofgovernmentbyinfant/localindustriesseekingcontinued

protection/duetolackofgrowth/stagnation/nottowithdrawprotection.

 Reduced/limitedmarkethenceunderexploitationofavailableresources/reduced

productioncapacity.

 Misallocationofresources/inappropriateallocationofresources-itmayforcea

countrytouseherresourcesinareaswhereshehasnocomparative

advantage/notbestsuitedin

 Costlytothegovernment-Thismayhappenifmeasureslikesubsidiesareused/to

enhancerestrictionsbyencouragingimportsubstitution/meetpartofthecosts.

 Reduced/lossofgovernmentrevenueearnedfromimport/exporttaxes.

 Reducedforeignexchangeearningsfromgoods/servicesnotexported

 Leadstoincreasedunemploymentduetoreducedtradingactivities.

 Poorinternationalrelationswhichmayleadtoconflicts/friction/among

countries/maynotgetassistanceintimesofcalamities.

 Controlledtransferoftechnology/factorsofproductionthatmayleadtopoor

qualitygoods/lowqualityofproducts

 Reduced/limitedsupplyofgoodsandserviceswhichmayadversely

affectconsumers(Acceptexamplesofadverseeffectsasexplanation)

 Encouragessmuggling/blackmarketinghenceleadingtolossofrevenue/entryof

counterfeitgoods/services.

25.OutlinefourbenefitsthatKenyaderivesfrombeingamemberofPreferentialTrade

area

 Getawidermarket

 Dutyexemptionsbenefits

 ObtainconcessionaryloansfromPTAbanks

 Increasedinvestmentopportunities

 Obtainavarietyofgoods

 Peacefulco-existenceiscreated

 Thecommoncurrenciesthusreducetheburdenofcurrencyexchange
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26.Givefourdemeritsofeconomicintergrationtoacountry

 Lossofacountry’srevenue

 Maycompromisehometradeasmoreattentionisdirectedtointergartion

 Membercountrysaresubjectedtoacompetitionwhichisexpensive.

 Maycause/bringinsecurityduetofreemovement

27.Statefourrolesofinternationalmonetaryfund

 Offerloanstomembercountries

 Givetechnicaladviceandsupport

 Maintenanceofstableexchangerates

 Givemembercountriesdebtrelief

 Providesufficientinternationalliquidity

 Promoteconsultationandco-operation

 Assistingmembercountrieswithbalanceofpaymentdeficit

28.Outlinefourspecialconcessionsofferedbythegovernmenttoencourage

establishmentofindustriesinaparticulararea

 Offeringfreeorcheapland

 Reductionoftaxes

 Offeringsubsidies

 Directfinancialassistance

 Improvementofinfrastructures

29.Identifyfouradvantagesofexportprocessingzonestoacountry

 Itprovidesemploymenttothecitizens

 Theystimulategrowthinspecificsectorsoftheeconomysuchasagricultural

activities.

 Theyleadtodevelopmentofgoodinfrastructureinthesezones.

 Theypromoteexporttradewhichearnforeigncurrency.

30. EastAfricacommunityhasnotrealizedthebenefitswhichaccruefromits

establishment.Discussfivefactorswhichmayhavecontributedtoslowpaceinthe

achievementofitsgoals

 Differencesinpoliticalideologies–Thismakesitdifficulttoharmonizetheir

economicactivities

 Commonorsimilarproductsproducedhencenotmuchtradecantakeplace

betweenthem

 Lackofcommoncurrencymakestradebetweenthepeopleofthethreecountries

difficult

 Poorinfrastructurethatleadstopoorconnectivitybymeansoftransport

 Highlevelofpovertyamongmemberstatesmakeitdifficultforthemtobuygoods

fromneighbouringcountries

 Lackofcommonlanguageofcommunicationthushamperingsharingofideas
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31. Discussfivefactorsthatmayleadtodeteorioratingtermsoftradeofacountry.

 Highpricesofimports/lowerpricesofexportscomparedtocountriesexports

 Fallinexchangerates/depreciationoflocalcurrencywhichmakesexports

expensive

 Appreciationofforeigncurrencywhichmakesimportsmoreexpensive

 Low/fallindemandforacountrysexports.

 Competition/similarproductsofothercountriesinthesamemarketleadsto

decreaseindemandhencelowerpricesofexports.

 Devaluationofthelocalcurrency,thusmakingimportsmoreexpensiveand

exportscheaper.

32. Acountrywasexperiencingbalanceofpaymentsurplus.Explainanyfivefactors

thatmighthavecausedthat.

 Increaseinexportearningswherebythevalueofexportisgreaterthanthevalue

ofimport.

 Decreasedimportexpenditure.Wherebythevalueofimportsislessthanthe

valueofexportearnings.

 Increasedforeignprivateinvestmentswhichincreasesinflowofforeigncurrency

 Increasedforeignpublicloans/grantswhichincreasesforeignearning

 Reducedoutflowofcapitalwhichreducesoutflowofforeignexchangebyprivate

investors.

 Reducedoutflowofpubliccapitalwherethegovernmentspendslesson

loans/grantstoothercountries.

33. ExplainFivereasonswhymanycountriestendtopreferfreetrade

 Enableacountrytoenjoyqualitygoodsandserviceduetoincreased

competition

 Allow specialization/countriestendtospecializeinwhattheycanproduce

best.

 Allowthemaccesswidevarietyofgoods/services

 Allow widermarketforgoods/servicesproduced

 Freemovementoffactorsofproductionfromcountrytocountry.

 Allowcreationofmanyjobopportunitiesforinvestmentindifferentcountries

 Countriesenjoycheapergoods/services

 Allow freeflow ofnewtechnologyideasandskillsamongdifferentcountries

 Promotepeaceandunderstandingamongcountries

34. ExplainfivecausesofpersistentbalanceofpaymentdisequilibriuminEastAfrica

 Fallinvolumeofexports–relyonprimary/agriculturalproductsusuallyaffected

bydraughtyieldinglowproductionhencelowexportshencereducedforeign

earning
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 Deterioratingtermstrade–valueofexportsarelowrelativetothevalueof

importshencepaymorethantheforeignearned

 Lesscapitalinflowcomparedtooutflow-theyusuallyborrowmoneyfrom

developedcountriesatrepayathighinterestratescreatinganetcapitaloutflow.

 Devaluationpolicy–devaluationoflocalcurrencymakesexportscheaperto

foreignersandhenceanincreaseinthecostimportation

 Increaseinimportvolumeofcapitalgoodsandindustrialrawmaterialsfor

developmentpurposes.Thisincreasesexpenditureonforeigngood.

35.ExplainfivemeasuresthattheGovernmentofKenyamaytaketocontrolher

persistentBalanceofpaymentdeficit ;

 Increasingthevolumeofexportsie.bygivingincentivestotraderssothatthey

canproducemoreoutput

 Reducingthelevelofinputie.Byusingrestrictivemeasuressuchasinputduties

totalbanetc

 Bydiversifyingtherateofexportsofthecountrysothatwhensomefailothers

canstillsellintheworldmarket

 ThroughDevaluationofthecountry’scurrency-thismakestheexportscheaper

andhencemorecompetitiveinthemarket

 Bynegotiatingforforeigndebtreduction

 Byaddingvaluetotheexports

36. Explainfivemeasuresofcorrectingbalanceofpaymentdisequilibrium.

       (10mks)

 Devaluationofcurrency(loweringthecurrencyvalue)-Thisismakingexports

cheaperandimportsexpensive. Thisincreasesexportsandreducesimportsthus

reducingdeficitinthebalanceofpayment.

 Importrestrictions-Thismaybedonebyimpositionofhightariffsonimportsor

settingimportquotas. Thislimitsthevolumeofimportswherebyreducingthe

negativeofbalanceofpayments.

 Exportpromotion-Thisisaimedatincreasingthevolumeofexportsfromthe

countrythroughexportscompensationbyestablishingexportprocessingzones

anddiversification.

 Byencouragingforeigninvestmentintothecountry-Thisprovidestheforeign

currencynecessaryforthepaymentofimports.

 Restrictingoutflowofcapital.-ThisisadeliberateeffortbytheGovernmentto
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restrictoutflowofcapital.

37.Describefivedocumentsusedininternationaltrade

 inquiry–lettersentbyanimportertoanexporteraskingaboutthesupplyof

goods/termsofsale

 Order/indent–Usedbyimportertoasktheexportertosupplyhimwithgoods

specified

 Billoflading–Documentusedbyimportertoclaimforthegoodswhentheyarrive

attheportofentry.

 Letterofcredit-it’sissuedbytheimportersbanktotheexportersbanktoassure

theexporterthatgoodwillbepaidfor

 Importlicence-Issuedbytheauthoritytopermittheholdertobuygoodsfrom

abroad.

 Freightnote-Showstransportationchargesforgoods

 Airwaybill-Issuedbytheairline.It’sadocumentoftitleusedbyimporterwhen

claimingforgoodsattheport

 Certificateoforigin–Showsthecountryfromwhichgoodshavebeenbought

 Consularinvoice–It’saninvoicesignedbyconsultoconfirmthatpricescharged

ongoodsarefair

 ProformaInvoice–Issuedbytheexporterifhewishestobepaidbeforegoods

aredelivered

 CommercialInvoice–Issuedbytheexportertodemandpaymentforgoodssold

oncredit

38.OutlinesixbenefitsKenyaderivesfrombeingamemberofEastAfricancommunity.

(12marks)

 Expandedmarketforgoodsandservices–sinceitiscomposedofmany

countrieswhereitcansellsurplusgoods

 Creationofemploymentopportunities–duetoincreasedtrading/business

activities

 Fair/lowerpricesofgoodsandservices–duetoreduction/abolishmentof

tax/competition

 Encourage/promotespecialization–inareaswherecountriesenjoy

comparativeadvantage/lowcostofproduction

 Increasedbargainingpower–whichmayimprovetermsoftrade/balanceof

payments

 Freeflowofgoods/services/factorsofproduction–duetominimal

restrictions/flowoffactorsofproduction

39.Reasonswhyacountrymayrestricttradewithothercountries

 Protectlocalinfantindustriesfromestablishedforeignindustrieswhichmay

enjoygreateconomiesofscale.

 Create/protectlocalemploymentbyencouragingproduction.
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 Protectofculture/socialvaluesbyminimizinginteractionbyforeigners

 Protectingstrategicindustriesofacountrysoastoavoiddependenceon

othercountries.

 Preventdumping/importationofsub-standardgoodswhichmaycreateunfair

competition.

 Expandingmarketforlocalproductsbylimitingthenumberofexternal

suppliers.

 Promoteselfreliancetoavoidpoliticalinterferenceorcrisis.

 Protectbalanceoftradebyensuringexportaremorethanimportshence

leadingtofavorablebalanceoftrade.

40.ExplainfivereasonsforTradeRestriction.

Toprotectlocalinfantindustrieswhicharenotabletocompetewithestablishedfirms

fromothercountries.

Toprotectstrategicindustriesthatis,industriesthatareextremelyimportantanda

countrycannotdowithoutthem.

Tocreateemploymentopportunitiesbyencouragingestablishmentoflocalindustries

andalsoensuringthattheexistingindustriescontinuetoprovideemploymenttothose

alreadyemployed.

Topreventdumpingwhereacountrymaytrytodisposeoffitssub-standardproducts

bysellingthemcheaplytoanothercountry.

Torectifyabalanceoftradedeficit.

Toprotectcultureandsocialvaluesbycurtailingtheimportationofharmfulcultures

fromothertradingcountries.

Toexpandmarketforlocalproducts.

Topromoteself-reliancetoensurethatacountrydoesnotsufferincaseofapolitical

conflictwithatradingpartner.

INFLATION.

1. State4causesofhyperinflation

 Devaluationofcurrency/lossofvalueofcurrency

 Globalrecession-economicdowntrendinothercountries

 Politicalinstability/turmoilcausinguncertainties

 Naturalhazardsegdroughtleadingtolowproduction

2.Highlight4waysinwhichinflationbenefitsaneconomy

 Mildinflationgivesincentivestoinvestorswhointurncreate

 Increasesproduction

 Sellersmayearnmore

 Motivatespeopletowork

 Promotesbetteruseofavailableresources
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Statefourfactorsthatmightcausecost-pushinflation.

 Riseinwagesandsalaries.
 Increaseintaxes
 Increaseinprofitmargin
 Increaseincostofinputsotherthanlabour.
 Reductioninsubsidies.

3.Increaseinmoneycirculationisthemajorcauseofinflation.Statefourmonetary

policiesthecentralbankofKenyacanusetocontrolinflation

 Increasetherateofinterestonlendingtocommercialbanks

 Sellinggovernmentsecuritiesinopenmarketoperation(O.M.O)

 Increasecommercialbankscashorliquidityratio

 Increasecompulsorydepositsbycommercialbankswiththecentralbank

 Institutionofselectivecreditcontrolmeasures

 Directivestocommercialbanksoninterestratestochargeonlending.

 Requestsbycentralbanktocommercialbanks(moralpersuasion)towillingly

exercisecontrolontheirlendingtocontrolinflation,

4.Highlightfouradverseeffectsofinflation

 Leadstoreductioninprofits

 Leadstowastageoftimeaspeoplemovefromoneplacetoanotherinsuchof

betterpricesofgoods.

 Leadstoconflictsbetweenemployersandemployees

 Leadstodeclineinstandardsofliving

 Losstocreditorsastheylendoutwhenthevalueofmoneyishighandreceive

moneywhenthevalueislow.

 Leadstoretardationofeconomicgrowth

 Leadstolossofconfidenceinthemonetarysystem

 Discouragessavingsaspeopletendtospendmostoftheirearningsleaving

littleornothingtosave.

5.Statefourcausesofdemandpullinflation

 Increaseingovernmentexpenditure

 Effectsofcreditcreationbythecommercialbanks

 Increaseinmoneyincomes

 Generalshortageofgoodsandservices

 Increaseinconsumer’sexpenditure

6.Year2017hasKenyaexperienceapersistentriseinthegeneralpricelevelsormost

ofthecommodities.Explainfivemeasuresthatthegovernmentshouldtaketo

counterthistrend.

 Increasetherateofinterestonlendingtocommercialbanks

 Sellinggovernmentsecuritiesinopenmarketoperation(O.M.O)

 Increasecommercialbankscashorliquidityratio
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 Increasecompulsorydepositsbycommercialbankswiththecentralbank

 Institutionofselectivecreditcontrolmeasures

7.StatefourcausesofCostpushinflation

 Riseinwagesandsalaries

 Increaseintaxes

 Increaseinprofitmarginsbybusinesses

 Increaseincostofinputsotherthanlabour

 Reductioninsubsidiesbythegovernmenttobusinesses

8.Describefivestatutorymeasuresthegovernmentmayusetocurbinflation

 Controllingwagesandsalaries-increasesinsalariesandwagesbringsmore

moneyintocirculationwhichinturnfuelsdemand-pullinflation.The

governmentcontrolsthistypeofinflationbyrestrictingincreasesonsalaries

andwages.

 Pricecontrols-whereinflationisprofitpushthegovernmentmaycurbitby

useofpricecontrols

 Restrictingimports–whereinflationiscausedbyincreasesinpricesof

imports,theimportingcountrycancontroltheinflationbyreducingthe

quantitiesofsuchimports,thiscanbedonebylookingforalternativesources

ofsupply.

 Restrictingtermsofhirepurchaseandcredittermsofsale–Thegovernment

canplacecontrolsonhirepurchaseagreementandcreditsalesinorderto

reducedemandforcommoditiessold.

 Controllingofexports–inflationmaystemfromexcessiveexportationof

locallyproducedcommodities.Suchexportationcreatesshortagesinthelocal

markettherebyincreasingtheprices,thegovernmentcurbsthisinflationby

restrictingorbanningexportationofthesaidproducts.

9.Brieflyexplainfivepositiveeffectsofinflationtoacountry

 Debtorsmaypayless–debtorsmaypayforthecommoditiesinthefutureat

theoldlowpricesandnotthehighpriceswhichthecommoditywouldbe

selling.

 Sellersmayearnmore–Sellersmaybenefitfrominflationinthattheybuy

commoditieswhenpricesarelowandsellthemlaterwhenpricesarehigh

therebymakingmoreprofit.

 Motivationtowork–Aspricesofcommoditiesgoup,peoplemayworkharder

inordertoearnmoresothattheyareabletobuythecommodities.

 Increasedproduction–Aspeopleworkhardinordertomaintaintheir

standardsoflivingtheyhadbeforeinflationsetin,theyproducemoregoods

andservices.

 Betteruseofavailableresources–duringinflationarytimespeopletendtouse

theavailableresourcesinthemosteconomicalwayinordertoavoidwastage.
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10.ExplainthemeaningofthefollowingtermsasusedinInflation

 Mildinflation-Atypeofinflationwherethegeneralpricesofgoodsandservices

increaseslowlyatasingledigitrateoflessthan10%

 Hyperinflation-Itisasituationwherebythegeneralpricesofgoodsandservices

are extremelyhighwherebytherateisinthousandsandmillionspercentper

year

 Demandpullinflation-Comesaboutwhenthereisexcessivedemandforgoods

andservicesin theeconomycausingariseinpricesInthissituationthereisto

muchmoneyintheeconomychasingveryfewgoodsandservices

 Costpushinflation-Itresultsfromanincreaseinthetotalproductioncostsof

goodsandservicesleadingtoanincreaseinpricesofcommodities.Itisthehigh

costsofproductionthatpushesthepricesofgoodsandservicesup

 Importedinflation-Itresultsfromtradingwithforeignerswherebypricesof

foreigngoodsaffectdomesticprices.Highpricesofforeigngoods[imported

goods]increasesdomesticpricesofgoodsduetodomesticdemand

Explain5waysthroughwhichinflationmaybecontrolledotherthantheuseofmonetary

policy.

Taxesshouldbereducedtoreducedisposableincomehenceloweringconsumption

expenditure.

Restrictionofimports/imposeheavytariffstomakepeopleswitchtheirspendingon

importstolocallyproducedgoodsin

ordertocurbimportedinflation.

Pricelegislation/pricecontrolasatemporarymeasureofkeepingpricesstable.

Useofwagepolicies/checkingontradeunionstoavoidincreaseinwages.

Increasegeneralproductionofgoodsandservicestoavoidshortages.

Reducepublicexpendituresuchasconstructionofroads/extensiveelectrification,

freepublicgoodsandservicestoreduce

demandforgoodsandservices.

Appropriateregulationofprintingnationalcurrency.

11.Explainfivemeasuresthatcanbetakenbyagovernmenttoreducecost push

inflation. (10marks)

 Imposepricecontrol-onfuels,electricity.Fixinganupperlimitforpricesoffuel,

electricitysoastocontrolincreaseincostofproduction.

 Controllingwages/salaries-harmonizingwages/salariesandcheckingontrade

unionpressuretoavoidincreaseinwagesthatcouldleadtoincreaseinthecost

ofproductionleadingtocostpushinflation.

 Subsidizingproduction–sothatproducersincurlessinproduction

 Reducingtaxonproduction-taximposedonrawmaterials
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 Improveefficiencyofproduction

ECONOMICDEVELOPMENTANDPLANNING.

1.Highlightfourproblemsencounteredattheimplementationstageofdevelopment

planning

Relianceondonorfunding

Lackofdomesticresources

Failuretoinvolvelocalpeopleinplanning

Lackofpoliticalwill

2.ThegapbetweentherichandthepoorinKenyaissowide.Highlightfourfactorsthat

contributetothis

Disparityinnaturalresources

Inheritance

Corruption

Differencesintalents

Nepotisminemployment

2. Statefourproblemsthataplannermayencounterindevelopmentplanning

 Lackofadequateinformation

 Bureaucraticrigidities

 Inadeaquatepoliticalgoodwill

 Inadequatefinancialresources

 Inadequatehumanresources

3. Outlinefourreasonsthatmakeitnecessaryforacountrytogetinvolvedin

developmentplanning

 Enablesappropriateallocationofresources

 Encouragesstimulationofeffort

 Enableprojectevaluation

 Helpstosupportforeignaidbargain

 Encourageslongtermdecisionmaking
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 Helpstoavoidtheduplicationofprojects

 Promotebalanceinregionaldevelopment

Changesthatmaytakeplaceinacountrytoindicatethatitisexperiencing

economicdevelopment

 Shiftfromagriculturalsectortomanufacturingsector.

 Increasedentrepreneurialability.

 Reductionofilliteracylevel.

 Improvementinresearchactivities.

 Increaseinskilledmanpower.

 Improvedinfrastructure.

 Improvementinhealthfacilities.

 Increasedinlevelofsavingsandinvestments

 Improvedtechnology.

4. Highlightfourproblemsencounteredintheprocesssofimplementing

developmentplans

 Shortageofqualifiedmanpower/personnel

 Politicalinterference/lackofpoliticalsupportorgoodwill

 Localpeoplearenotinvolvedinplanning

 Relianceindonorfunding

 Naturalcalamities/unforeseenoccurrences

5. Outlinefourstructuralchangesthatmaytakeplacewhenacountryis

experiencingeconomicdevelopment

 Shiftfromagriculturetomanufacture

 Reductioninilliteracylevels

 Increaseinskilledmanpower

 Improvementinhealthfacilities

 Improvementintechnology
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 Improvedinfrastructure

 Improvedbalanceofpayment

6. Describefivefeaturesofanunderdevelopedcountry

 Highlevelsofpoverty-Mostunderdevelopedcountriestendtobepoverty-ridden

suchthatabigpopulationlivesatthesubsistenceorbelowthepovertylevel.

 Disparityinincomedistribution-inmostunderdevelopedthereisasmall

proportionofafewrichpeoplewhiletherestofthepopulationlivingbelowthe

povertylevel.

 Lowlevelsofsavingsandinvestments–mostpeoplehavelittleornothingto

save.Lowsavingsinturnleadstolowinvestments.

 Highpopulationgrowthrate–Mostofthepopulationareilliterateanddoesnot

valuefamilyplanning

 Dominanceofsubsistencesector–Inunderdevelopedcountriesthetraditional

subsistencesectortendstodominatetheeconomy.

 Problemofunemployment-Thismaybeasaresultofhighgrowthratesand

highilliteracylevels.

 Underutilizationofnaturalresources–Naturalresourcesexistinginmanyunder-

developedeconomiesremainunder-exploitedduetolackofeithercapitalor

appropriatetechnology.

7. Explainfiveproblemsencounteredindevelopmentplanningindeveloping

countries

 Lackofaccuratedata–Developmentplanningdependsonthequalityand

reliabilityofthestatisticaldataonwhichitisbased,whensuchdatais

inaccurate,thenthequalityoftheplanisgreatlydiminished.

 Lackofqualifiedpersonnel–Duetolackoflocalqualifiedpersonnel,many

lessdevelopedcountriesreliesonforeignexpertswhomaynotbehaving

adequateknowledgeaboutthelocaleconomies.

 Transferofinappropriatedevelopmentplan–whenplansthatworkedin

othercountriesaretransferredtothelessdevelopedcountriestheyendup

failing.

 Relianceondonorfunding-mostlessdevelopedcountriesbasetheir

developmentplansontheexpectedaidfrommoredevelopedcountries.If
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suchaidisnotreleased,implementationoftheprojectbecomesdifficult.

 Lackofdomesticresources–limitationofdomesticresourcessuchas

skilledpersonnel,financeandcapitalequipmentmayhamper

implementationofawelllaidoutdevelopmentplan.

 Failuretoinvolvelocalpeopleinplanning–ifthelocalpeoplewhoare

expectedtoimplementplansareleftoutduringtheplanformulationstage,

theymayfailtosupporttheplanatimplementationstage.

 Naturalcalamities–Projectimplementationmaybefrustratedbynatural

calamitiessuchasoutbreakofdisease,floodsordrought.

 Over-ambitiousplans–Someplansespeciallythosemeanttoentice

donorsforfundingmaybeunrealistic

 Lackofpoliticalgoodwill–irrespectiveofhowgoodaplanisifthereisno

politicalgoodwillorpoliticalcommitmenttoimplementit,itwillremaina

paperplan.

9.Explainfivefunctionsofthenationalbudgetasatoolofplanning;

 Outlininggovernmentexpenditure–Itdetailsthevariousexpenditure

programmesthegovernmentplanstoundertakeoveragivenperiodoftime

 Outlininggovernmentrevenue–Itgivesdetailsofthevarioussourcesofrevenue

forthegovernmenttofinanceitsactivities

 Enablinggovernmentplanning–Thegovernmentusesthebudgettoplanfor

variousactivitiesandprogrammesthatleadtoeconomicgrowthanddevelopment

 Introducingchangesintaxation–Thevarioustaxestobeapplied,thetaxrateand

themodeofapplicationofthetaxesareoutlinedinthebudget

 Regulatingmoneysupply–Itoutlinesthemonetarysystemstobeinstitutedby

thegovernmenttoregulatemoneysupplyintheeconomy

 Stimulatingeconomicactivities–Itisusedtoincreasegovernmentexpenditurein

theeconomywhichwillspureconomicactivitiesinthecountry

10.ExplainfactorsthatmayhindertheformulationofagooddevelopmentplaninKenya.

          (10marks)

(i) Lackofadequate/accurate/detaileddata-recordsarerarelykeptbysociety

leadingtopoor/unreliableplans.

(ii) Shortage/inadequatefundsorcapital-thismakeitdifficulttocollect/compute

informationandreliableprepareplans

(iii)Copying/transferofinappropriateplans-whichwillnotsuitlocalcitizens

/communitiesastheydifferinculture,development

(iv)Existenceoflargesubsistencesectorhencedifficulttogetinformationand
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makesthewholeprocessofplanningunrealistic

(v) Problemoftheprivatesector-inmostcasestheymaypursuedifferent

objectivesfromthoseofthegovernmentyetgovernmentdoesn'thavedirect

control

(vi)Lackoftrainedstafftoconducttheplanning-Expatriatesareusedwhichis

expensiveandtheydonothaveadequateknowledgeaboutthelocaleconomies

theyarecalledupontoplanfor.

11.Explainfivebenefitsthatacountygovernmentmayderivefrompreparingaproper

developmentplan (10marks)

 Appropriateresourceallocation–towhereoutputishighesttoensuremaximum

utilizationofresources.

 Prioritizingofprojects–toensurethatmoreimportantprojectsinthecountyare

givenpriority

 Tostimulateeffort\motivationaltool–tobeownedandsupportedbythecitizens

tomeettheirobjectives.

 Toensurebalancedregionaldevelopment–tomakeitpossibletodistribute

developmenttoallpartsofthecounty.

 Toavoidduplication–byensuringthatsimilarprojectsareputinthesamearea

 Forlongtermdecisionmaking–inareas/sectorsofinvestments

12. Explain5reasonsfordevelopmentplanning

Appropriateresourceallocationtoavoid/reducewastage

Stimulationofeffortsbyshowingpossibleachievementswhichmakespeopletoapply

greaterefforts

Supportsforeignaidbargainbecausetheplanisusedtoconvincedonorstogive

resources

Projectevaluation-asimplementationoftheprojectisdoneonthebasisofpre-

determinedcriteriacontainedintheplan

Longtermdecisionmakingbecausetheplancontainsalongtermviewformaking

decisions

Avoidingduplication-toavoidestablishmentofsimilarindustriesinsamelocalities

Promotingbalanceinregionaldevelopment

byavoidingestablishmentofindustriesinsamelocalities

Correctimperfectionsinthemarket-likepresencemonopoliesandoligopolieswhich

contributetomisallocationofresources
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ACCOUNTINGREVISION.

1. ThefollowinginformationrelatestoRokitotradersfortheyearended31stDecember

2011.

Sh.

FixedAssets 5,000,000

Currentassets 650,000

NetProfit 300,000

CurrentLiabilities 650,000

Sales 2,000,000

Closingstock 100,000

OpeningStock 200,000

GrossProfitMarginwas20%

Calculate

(a) Currentratio

(b) Grossprofitmark-up

(c) Rateofstockturnover

(d) Capitalemployed

14.(i) CurrentRatio.=

= = 1:1

(ii) Grossprofitmark-up

= x100%

(a) GrossProfit=Marginxsales

=

(b) Costofsales= Sales–GrossProfit

= 2,000,000–400,000

= 1,600,000

= 25%or¼

ALTERNATIVEI

Convertmargintomark-up

ALTERNATIVEII

ConvertMargintomark–up

3.RateofStockTurnOver

= 150,000
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Stockturnover=

= 10.67times

4.CapitalEmployed

= FixedAssets+CurrentAsset

= 5,000,000+650,000

= 5,650,000

Or

Capital+Netprofit+CurrentLiabilities

= (4,700,000+300,000)+650,000

= 5,650,000

2. (b) Asat1stJuly2008thecashbookofEmorienterpriseshowedthefollowing

balances: Cash sh.20,000andabankoverdraftsh.8,600.

DuringtheMonththefollowingtransactionstookplace.

3/07/08: Nafulasettledheraccountofsh.16,000bychequeofsh.15,000

6/07/08: Paidrentbycashsh.8,000

10/07/08: Depositedsh.6,000intothebusinessbankaccountfromthecash

till

15/07/08: SettledWakulisaccountofsh.20,000andheallowedadiscountof

1%by cheque.

18/07/08: Depositedsh.28,000inthebankfromprivatesources.

21/07/08: Cashsalessh.12,000

24/07/08: Otienoadebtorsettledhisaccountbychequeofsh.8,000having

been allowedadiscountof20%.

26/07/08: Purchasedfurnitureofsh.5,200payingbycheque.

28/07/08: Receivedsh.3,600cashfromNduta.

30/07/08: Bankedthecucrilablecashexceptsh.1,600.

Required:

Drawupathree–columncashbook. (10marks)

3.Ijarainvestimentoperatesawholesalebusiness.Thefollowingtransactionstook

placeintheMonthofmay2010.

May3: SoldgoodsoncredittoAyimbash.60,000.

May8: Purchasedgoodsoncreditfrommjuajistoressh.120,000.

May12:ReturnedgoodstoMjuajistoresworthsh.6,000.

May16: PurchasedgoodsoncreditfromMjuajistoressh.160,000.

May22: SoldoncredittoMafalaretailerssh.150,000.

May23: BoughtanewmotorvehiclefromMasharikimotorsworthsh.

3,200,000.

May24: Ayimbareturnedgoodsworthsh.10,000.

May29: Soldequipmentworthsh.840,000oncredittochaplimited.

Required:

Recordtheabovetransactionsintherelevantbooksoforiginalentryfor

Ijara Investments (10marks)

3. (a) ThefollowingbalanceswereobtainedfromthebooksofNakhuloTraders

on31st Dec 2011

Shs.
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Openingstock

Equipmentatcost

Accumulateddepreciationonequipment

Purchases

Sales

Landandbuilding

Discountreceived

Returnsoutwards

Returnsinwards

Salaries

Telephonecharges

Waterbills

Creditors

Debtors

Electricityexpences

Bank

Cashinhand

Drawings

Insurancepaid

60,000

125,000

16,200

161,000

208,000

100,000

7,500

25,000

27,000

22,000

5,000

2,100

15,000

21,000

2,000

68,000

12,000

19,000

1000

Additionalinformation

(i) Closingstockwasvaluedatsh.72,000

(ii) Telephonechargesprepaidshs.1100

(iii) Outstandingwaterbillshs.1300

(iv) Depreciationonequipmentis10%oncostcarriedinwardsshs.11,000,

carriedoutwardsshs.10,000

Prepare;

Trading,profitandlossaccountforyearended31stDec2011.

NakhuloTraders

TradingprofitandlossAccount

Fortheyearended31stDec2011

Shs

shs

Openingstock

60,000

Purchases 161,000

Addcominginward11,000

172,000

LessReturnsout 25,000

147,000

207,000

Lessclosingstock

72,000

COS

135,000

GPc/d

46,000

Shs

shs

Sales 208,000

LessReturns 27,000

181,000

181,000

GPb/d

46,000

Disreceived

7,500
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181,000

Telephone 5,000

Prepaid 1,100

3,900

Waterbills 2,100

Adddue 1,300

3,400

Depreciationonequip

12,500

Carriageout

10,000

Salaries

22,000

Electricityexpenses

2,000

Insurance

1,000

54,800

Netloss

1,300

54,800

4. (b) ThefollowingtrialbalancewasextractedfromthebooksofBumalatraders

on31st Dec2011

TrialBalance

BumalaTraders

Sales

Purchases

Returns

Rent

Advertising

Commission

Debtors/creditors

Stock1/1/2011

Insurance

Drawings

Furniture/fittings

Cashinhand

Premises

Capital

Dr(shs)

340,000

20,000

16,000

24,000

54,000

60,000

30,000

40,000

100,000

15,000

400,000

1,099,000

Cr(shs)

720,000

18,000

9,000

64,000

288,000

1,099,000

Additionalinformation;

(i) Stockasat31stDecember2011shs52,000

(ii) Rentaccruedshs.6,000

(iii) Insurancepaidinadvancedsh.4,000

(iv) Commissiondueshs.5,000

(v) Salariesalongshs.21,000
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Required;

(a) Trading,profitandlostaccountfortheyearended31st

December2011.

(b) Balancesheetasatthatdate (12mks)

(b) BumalaTraders

TradingProfitandLossAccount

Fortheyearended31/12/2011

Shs

shs

Openingstock

60,000

Purchases 340,000

Lessreturns 18,000

322,000

G.A.S

382,000

Lessclosingstock

52,000

COS

330,000

GPc/d

370,000

700,000

Rent 16,000

Addcurved 6,000

22,000

Advertising

24,000

Insurance 30,000

LessAdvance 4,000

26,000

Salaries

21,000

Profitc/d

291,000

384,000

Shs

shs

Sales 720,000

L.Returns 20,000

700,000

700,000

GPb/d

370,000

Commuss 9,000

Adddue 5,000

14,000

384,000

BulalaTrades

Balancesheet

Asat31/12/2011
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5. b)ThefollowingtrialbalancerelatestoKituiMillersLtdasat31stDecember2011.

KituiMillersLtd

TrialBalance

As31stDecember2011

Particulars Dr

shs

Cr

shs

Capital

Drawings

CashatBank

Machinery

Debtors

Creditors

Stock(1.1.2011)

Sales

Purchases

Returninwards

Returnonwards

Carriageinwards

Carriageoutwards

Rent

8000

30,000

360,000

42700

40000

325000

10000

4000

5000

18000

283,200

20000

570000

15000

F.A shs

shs

Formative/Fittings 100,000

Premiers 400,000

500,000

CA

Debtors 54,000

Stock 52,000

Insureprepaid 4,000

Commissdue 5,000

Cash 15,000

130,000

630,000

Shs shs

Capital 288,000

LessDrawings 40,000

Addnetprofit 248,000

539,000

291,000

539,000

C.C

Creditors 64,000

Rentaccured 6,000

Salaries 21,000

91,000

630,000
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Salariesandwages

DiscountsReceived

Generalexpenses.

40000

14,500

897200

9000

897200

Stockasat31/12/2011wasvaluedatshs.35,000

Required:

i) Prepareatrading,profitandlossaccountfortheyearended31stDecember,2011.

(8marks)

ii)Drawabalancesheetasat31stDecember,2011. (4marks)

KituiMillersLtd

Trading,profitandLossAccount

Fortheyearended31stDecember2011.

Shs Shs Sh shs

Openingstock

Add:purchases

LessReturns

outwards

Add :carriage

inwards

C.O.g.a.f.s

Less: closing

stock

C.o.g.s

Grossprofitc/d

Expenses

Carriage

outwards

Rent

Wages and

salaries

General

expenses

Netprofitc/d

325

000



1500



310,

000

4,0

00

500

0

1800

0

40,00

0

31400

0

35400

0

35000



31900

0

24100

0

560,0

00

77500

17250

Sales

Less : Returns

inwards

Netsales

Grossprofitb/d

Discountreceived

570,

000



10,0

00

560,000



560,0

00

241000



9000



250,0

00
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KituiMillersLtd

Balancesheet

Asat31stDecember2011

shs shs shs shs

Fixed

Assets

Machinery

Current

Assets

Stock

Debtors

Bank

35000

42700

30000

360,000

107700

467700

Capital

Add:Net

profit

Less

Drawings

S.T.L

creditors

283200

172500

455700

8000 447700

20000

467700

6. b)On1stJanuary2012,MlachaketradershadcashinhandKsh.10,000andcashatbank

shs 15000.The followingtransactionstookplaceduringthemonth:

Jan2:Boughtgoodsincashsh.1500

Jan4:Paidsalariesbycashsh7500.

Jan5:Receivedchequesfrom thefollowingdebtorsafterallowing2%discountin

eachcase.Masy sh980,kiplimosh.1960.

Jan8:Settledthefollowingaccountsbychequeineachcasededucting5%discount;

Jumash3000,Kasanishs1200.

Jan12:Boughtmachineryworthsh7000,paidsh5000bychequeandthebalanceto

bepaidlater

Jan20:Tooksh1000forpersonalusefromthebusinesscashtill.

Jan25:Cashsalessh2000

Jan26:Receivedcashshs.3000fromKioko,aDebtor.

Jan28:BroughtinSh2000cashfromhispersonalsavings.

Jan29:Bankedallcashexceptsh.1000

Required:Prepareadulybalancedthreecolumncashbook.(12marks)

ThreeColumnCashbook

400

00

14500

0

250,0

00

Da

te

parti

cular

s

L

.

f

Dis

c

all

ow

sh

s

ca

sh

sh

s

Ban

k

shs

Dat

e

Parti

cular

L

.

f

Dis

c

Re

v

sh

s

Cas

h

shs

Ban

k

shs
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Dr

Cr

24x½=12marks

8. Ekeruboshopsellsallitsgoodsatamarginof20%fortheyearended30thApril

2006,thetradingactivitieswereasfollows;

Purchases Shs.800,000

Sales Shs950,000

Netprofit 5%ofsales

Closingstock Shs200,000

Calculate; (10

mks)

(i) Thegrossprofit

(ii) Theopeningstock

(iii) Themark-uppercentage

201

2

Jan

1

Jan

5

Jan

5

Jan

25

Jan

26

Jan

28

Jan

29

Bala

nce

Mary

Kipli

mo

Sale

s

Kiok

o

Capi

tal

Cash

Bala

nce

b

/

d

C

b

/

d

20



40



60



10,

00

0

20

00



30

00



20

00



170

00

10

00

150

00



980



196

0

60

00



239

40

149

50

201

2

Jan

2

Jan

4

Jan

8

Jan

8

Jan

12

Jan

20

Jan

29

Jan

29

Purc

hase

s

Salar

ies

Jum

a

Kasa

ni

Mac

hine

ry

Draw

ings

Bank

Bala

nce

C

c

/

d

15

0

60



21

0

150

0

750

0

100

0

60

00



100

0



170

00

285

0

1140



50

00



149

50



239

40
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(v) Thenetprofit.

(i) Grossprofit=margin= grossprofit 100% (2mks)

Sales

20 950,000

100

Sincemargin=20%Markup=1=¼=25%

5-1

Costofsales

Markup=G.P 100%

Therefore25%=G.P 100%

1costofsales

Hence25% costofsales=G.P100

25%costofsales=190,000 100

Costofsales=19,000,000

25 

(2mks)

=760,000 

Thereforeopeningstock+Purchases–closingstock=costofsales.

O.S+800000-200000=760,000

O.S=760-600000

=160,000 (4

mks)

(iv) Netprofit=5%ofsales

5 950000 (2

mks)

100

=47,500 10ticks=10mks

8. (b)ThefollowingtrialbalancebelongstoKipevutradesasat30thJune,2004

KIPEVUTRADERS

Trialbalanceasat30thJune2004

Stockon30/6/03

Capital

Purchaseandsales

Drawings

Furnitureandfittings

Motorvehicles

Debtorandcreditors

Returns

Dr (shs)

40,000

35,000

6,000

20,000

150,000

8,000

2,000

Cr (shs)

162,300

70,000

12,000

4,800

800
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Discount

Wagesandsalaries

Rent

Insurance

Commission

Bank

cash

900

15,000

3,500

2,100

400

6,000

252,900

3,000

252,900g

REQUIRED

(i) Prepareatradingprofitandlossaccount

(ii) Prepareabalancesheetasat30thJune2004 (12mks)

KIPEVUTRADERS:

Balancesheetasat30thJune2004.

Dr Cr

FixedAssets

Furnitureandfittings

20,000

Motorvehicles

150,000

170,000

Currentassets.

Debtors 8,000

Cashathand 6,000

14,000

184,000

Capital 164,000

Addprofit 900

164,900

Lessdrawings 6,000

Netcapital

158,900

Currentliabilities

Creditors

22,100

184,000

184,000
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4. (a) KIPEVUTRADERS

Trialbalanceasat30thJune2004:

Dr Cr

Openingstock 4,000

Addpurchases 35,000
½

Costofgoodsas 39,0000

Lessreturnsoutward½ 4,800

34,200

Grossprofitc/d 33,800

EXPENSES:

DISCOUNT 900

Wages 15,000

Rent 3,500

Insurance 2,100

Commission 400

21,900

Netprofitc/d 12,700

34,600

Sales

70,000

Lesssalesreturn

2,000

Netsales  ½

68,000 ½

Grossprofitb/d33,800 ½

Adddiscount 800

34,600

Netprofitb/d. 34,600

12,700½

Total=(8mks)

KIPEVUTRADERS

BALANCESHEET

Asat30thJune2004

FIXEDASSATS

Motorvehicles 150,000

Furniture

20,000½

170,000

CURRENTASSETS

Stock

34,200

Debtors

8,000

Cash

6,000½

48,200

Capital 162,300½

Lessdrawings 6,000 ½

Addprofit 12,700

Netprofit ½

169,000½

CURRENTLIABILITY:

Creditors

12,000½

218,200

½

Total=mks.
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218,200

9. Prepareathreecolumncashbookfromthefollowinginformationforthemonthof

May2004andbalanceitoff.

May1Balancesb/dcashsh50,000,Banksh180,000

May1Cashsalessh3,000

May2Paidthefollowingcreditorsbycheque,NMwangish1,500,J

.Mwanikish16,000,N Mugo sh 1,200 afterdeducting 10%

cashdiscountineachcase.

May3Receivedchequesfrom thefollowingdebtorsafterdeducting5%

discountin eachcaseE.Githinjish24,000,D.Nyamush9,000,E.

Mutuash1,400.

May5Paidforrepairsincashsh16,000

May10PaidJumaincashsh9,500

May15Bankedsh6,000fromthecashtill

May15ReceivedcashfromP.Kavunikish13,500infullsettlementofhis

accountof sh15,000.

THREECOLUMNCASHBOOK

DAT

E

DA CASH BANK DATE DETAIL

S

DISCOUN

T

RECEIVED

CASH BANK

200

4

May

1

1

May

3

3

Balb/d

Sales

E

Githinji

D.

Nyamu

E.

Mutua

Sh

1200



450

70

Sh

50000



3000

Sh

180000



22800



8550

1330

200

4

May

2

2

2

5

N.

Mwangi

J.

Mwanik

i

N.

Mugo

Repairs

Sh

150

1600

120

Sh

16000



9500

6000

Sh

1350

14400

1080
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3

May

15

15

CashC1

P

Kavuni

ki

1500



3220



13500



66500

6000

218680

10

15

20

Juma

Bank

C1

Balc/d

1870



35000



66500

201850



218680

10. ThefollowingtrialbalancewasextractedfromthebooksofBaiteTraderson31st

August.2009.

Dr (sh)

Cr(sh)

Sales

350,000

Purchases 160,000

Cashatbank 290,000

Returninwards 5,000

Carriageinwards 20,000

Carriageoutwards 14,000

Salariesandwages 10,000

Debtors 56,000

Creditors

90,000

Stock 35,000

Machinery 265,000

Rent

25,000

Discount received

18,000

Lightingandheating 12,000

Building 240,000

Advertising 13,000

Drawings 3,000

Capital

667,000

1,150,000

1,150,000

Additionalinformation;

a)Stockon31stAugust.2009wasvaluedatsh50,000. Required;Prepare

Tradingprofitandlossaccountfortheyearended31stAugust.2009.(12marks)

11. On1stJanuary2012Mangatradershad180,000cashinhandandabankcredit

balanceofShs.57,500.Duringthemonththefollowing

transactionstookplace.

3rdJan: CashsalesShs.2,800
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4thJan: Adebtorsettledhisaccentofsh.90,00bycheque

10thJan: PaidSalariesshs.40,000incash.

12thJan: Tookcashsh.35,000tosettleonpersonaldebt.

23rdJan: Receivedachequeshs.8460fromOurudistributionafterdeducting

6%cash discount.

24thJan:Depositsshs.10000inthebankfromofficecash.

25thJan:Purchasedstockworthshs.8950oncreditfromNgumodistributors

26thJan:Cashsalesbankeddirectlyshs.38000

27th Jan:Achequereceivedon4thfromadebtorswasdishonored.Thebank

chargedhim2500.

29thJan:Settledcreditorsaccountshs.6000bchequeless3%cashdiscount.

31stJan:Bankallcashexceptshs.40,000

Required:Preparedathreecolumncashbookdulybalanced (10mks)

b)

Dat

e

Details D.A Cash Bank Date Details D.R Cash Bank

2011 2011

Jan

1

Balance

BF

18,000 Jan1Balance

BF

57,500

3

Sales 21,800

10

Salaries 40,000

4

Debtors 90,000

12

Drawings 35,000

23

Ouru 540 5460
24

Bank 10,000

24.

Cash 10,000

27

Bank 90,000

26.

Sales 38,000
”

Charges 2,500

31.

Cash 103800 29 Reditor 180 5820

31Bank 108300

31Balance

c/d
40,000 98880

540 20180

0

254700 180 201800 254700

Jan

31

Balance

b/d

40,00

0

98800
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12. b) ThefollowingbalanceswereextractedfromthebooksofMutuaTradersfor

the yearended31Dec2010havingprofferedatradingaccount.

Dr.(sh) Cr.(Sh)

Grossprofit 38100

Cash 105060

Motorvan 603000

Capital 653560

Equipment 200600

Furniture 94400

Creditors 74300

Debtors 75900

Discountreceived 26400

Salaries 12400

Carriageoutward 14400

Rent:income 12600

Advertising 22200

Insurance 9400

Bankoverdraft 412600

1,217560 1,217560

Required:

a)PrepareaprofitandlossaccountofMutuaTradersfortheyearended31stDec

2001 (5mks)

b)Abalancesheetasatthatdate. (5mks)

MUTUATRADERS

PROFIT&LOWACCOUNT

FORTHEYEARENDED31DEC2001

Shs. Shs.

CarriageOutwards 14400 GrossProfitb/f 38100

Salaries 12,400 DiscountReceived 26,400

Advertising 22200 Rentincome 12,600

Insurance 9400

NetProfit 18,700

77100 77100

MUTUATRADERS

BALACESHEET

ASAT31STDEC2001

FIXEDASSETS SHS SHS

SHS

SHS

Motivation

603100

Capital 653,560

Equipment

200600

Add:Netprofit 18,700

Furniture

94400

898,000 672260

CurrentAssets CurrentLiabilities
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Stock

80200

Bankoverdraft

412,600

Debtors

75900

Creditors

74,300

Cash

105060

486,900

261260

1,159,160 1,159,160

13.ThefollowingTrialbalancewasextractedfromNDOLO’SSTORESon31stDec2009.

Dr. Cr.

Shs Shs

Capital 250,000

Stock 25,000

Machinery 250,000

Motorvehicles 87,000

Purchases 360,000

Sales 600000

Returnsinwards 40,000

Returnsoutwards 20,000

Discountreceived 5,000

Carriageinwards 2,000

Carriageoutwards 3,000

Baddebts(writtenoff) 80,000

Generalexpenses 88,000

Debtors 18,000

Creditors 49,000

Rent

1,000 ……………………….

954,000

954,000

Additionalinformation:-

Closingstockwasvaluedatsh.22,000.

PrepareNDOLO’SSTORES;Trading,profitandlossaccountsforyear

ending 31/12/2009.

NDOLOSTORES

TRADING,PROFITANDLOSSACCOUNT

FORTHEYEARENDED31STDEC.

2003 .

Openingstock 25000 Sales 600000

Addpurchases360000 lessreturninw. 40000

56000

Addcarriageinw. 2000

362000

Lessreturnout 20000 342000

Goodsav.forsale 367000

Lessclosingstock 22000

Costofsales/Costofgoodssold 345000
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Grossprofitc/d

215000………………………………………………………

360000

560000

Generalexpenses 88000 Grossprofitb/d

215000

Carriageout. 3000 adddiscountrecv. 5000

Rent 1000

Baddebts 80000 172000

Netprofitc/d

48000 .

220000

Netprofitb/d

48000

14.On1stJune2009,MULIENTERPRISEShadcashinhandsh.87,000andcashatbank

sh.250,000.Duringthemonth,thefollowingtransactionstookplace.

June 2, Sales(cash)sh.50,000

June3, Paidsalariessh.101,500bycheque.

June6, Receivedachequeforsh.76,800fromMweluafterallowing

hera cashdiscountof4%.

June12, Boughtofficefurniturebychequesh.85,000

June16, SettledMusau’saccountofsh.40,000 incash,having

deductedshs 800cashdiscount.

June18, Receivedachequeforshs150,000inrespectofcashsales.

June21, Paidwagesshs24,000incash.

June22, Withdrewshs30,000frombankforofficeuse.

June25, Withdrewshs5000cashforprivateuse.

June28, Receivedshs16500cashfrom Kasivainsettlementofher

accountless shs660cashdiscount.

June30, Depositedallthemoneyintobankexceptshs25,000

Prepareathreecolumncashbookandbalanceitoff. (12marks)

MULIENTERPRISES

THREECOLUMNCASHBOOK

Date Details Disc.

Allowed

Cash Bank Date Details Disc.

Receive

d

Cash Bank

2009

1/6
Balb/d

87,000

√

250,000

√

2009

2/6
Salaries 101,500√

2/6
Sales

50,000

√

12/6
Furniture

6/6 Mwelu 3,200√ 76,800 16/6 Musau 800 39,200√

18/6 Sales 150,000 21/6 Wages 2,400√

22/6
Bank

30,000

√

22/6
Cash 30,000√

28/6 Kasiva 660√ 16,500√ 25/6 Drawings 5000√

30/6 Cash c 90300√ 30/6 Bank c 90,300√
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30/6 Balc/d 25,000√
350,600

√

3,860 183,500 567,100 800
183,500

√
567,100√

15. ThefollowingbalancesrelatetoMsafiriTradersasat31stDecember,2012:

Sh.

Purchases 900,000

Stock,1/1/2012 230,000

Buildings 1,200,000

Motorvehicles 750,000

Returnsoutwards 50,000

Debtors 190,000

Creditors 310,000

LoanfromIDB 600,000

Cashathand 130,000

Cashatbank 270,000

Drawings 100,000

Capital 1,840,000

Netprofit

170,000

Stock,31/12/2012 280,000

Expenses(includingcarriageinwards,shs

150,000)

250,000

REQUIRED:

i) Balancesheetasat31stDecember,2011.

ii)Calculate:

- Mark-up

percentage. (2mks

- Returnon

capitalemployed. (2mks)

Msafiritraders

Balancesheetasat31stDecember2011

Assets Liabilities

KSh Ksh

FixedAssets Capital1,840,000

Buildings 1,200,000 Add:Netprofit170,000

Motorvehicle 750,000 1,950,000 2,010,000

Less:Drawings 100,000

1,910,000

CurrentAssets L/TLiabilities

Stock 280,000 LoanfromIDB600,000

Debtors 190,000 CurrentLiabilities

Bank 270,000 Creditors310,000

Cash 130,000870,000
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ii)Mark-up

=GrossprofitCostofsalesGrossprofit=net

profit+expenses=170,000+100,000=sh270,

000

Costofsales=op.stock+purchases+carriagein-returnsoutwards–closing

stock=230,000+900,000+150,000-50,000-280,000=sh670,000

Mark-up=270,000x=40.298%

670,000.

½mkx4ticks=2mks.

Returnoncapitalemployed:

=Netprofit x100

Capitalemployed Capitalemployed =owner'scapital+L/T

liabilities.=1,910,000+600,000=sh2,510,000.

Returnoncapitalemployed=170,000 x100

2,510,000=

6.77%/6.8/7.0%.

16.On1stJune2011,NyatiTradershadcashinhandofsh25,000andsh56,200atbank.

Duringmonth,thefollowingtransactionstookplace:

2011

June2 Cashsales,sh42,000.

June5 Receivedachequeofsh70,500fromButalaTradersafter

deductinga6% cashdiscount.

June8 Paidsalaries,

sh24,000in cash

June9 Kivuitusettledhisaccountofsh45,000incashandwasallowedsh

l,800cas discount.

June12 Cashsales sh46,500.

June18 PaidTuiei'sdebtofshl00,000bychequeafterdeducting5%cash

discount.

June24 Withdrewsh26,000from thebankforoffice

use.

June30 Bankedallthecashexceptsh25,000.

Preparea3-columncashbookandbalanceitoffon30thJune,

2011.

(10mks)

NyatiTraders3-columncash

bookForthemonthofJune

2011

Date Details Disc.All.Cash Bank Date Details Disc.

Rec.

Cash Bank

2011 shs shs shs 2011 shs shs Shs

June1 Bal.b/d 25,000 56,200 June8 Salaries 24,000

June2 Sales 42,000 June18Tulei 5,000 95,000

2,820,000 2,820,000
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June5 ButalaTr4,500 70,500 June24Cash 26,000

June9 Kivuitu 1,800 43,200 June29Elect 8,750

June12 Sales 46,500 June30Bank 24,950

June24 Bank 26,000 June30Bal.c/d 25,000 130,650

June30 Cash 124,950

6,300 182,700 251,650 5,000 182,700 251,650

July1 Bal.b/d 25,000 130,65C

17. ThefollowingtrialbalancerelatestoNthoi’senterpriseasat31stDecember2011

DR CR

Shs. Shs.

Drawings 60,000

Land+buildings 700,000

Cashinbank 115,000

Stock1.1.2011 18,000

PurchasesandSales 500,000 1,000,000

DebtorsandCreditors 46,000 92,000

Salariesandwages 85,000

Carriageinwards 9,000

Carriageoutwards 12,000

Motorvehicles 400,000

Capital 909,000

Waterandlighting 36,000

Insurance 40,000

Returns 30,000 50,000

2,051,000

2,051,000

Stockon31stDecember2011wasvaluedatkshs.25,000.

Required;prepareNthoi’sTradingProfitandLossAccountfortheyearended

31stDecember2011. (10marks)

NTHIO’STRADINGPROFIT&LOSSA/C

FORTHEYEARENDED31STDECEMBER2011

DR CR

Openingstock

AddPurchases

Addcarriageinwards

Lessreturnoutwards

Costofgoodsforsales

Less

Costofgoodssold

Grossprofit

18,000√

500,000

√

9,000√

527,000

√

50,000√

477,000

√

25,000√

Sales

Less return

Inwards

Netsales

1,000,000

√

30,000√

970,000√
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Expenses

Salaries&wages

Carriageoutwards

Water&Lighting

Insurance

NetprofitC/d

452,000

√

518,000

√

970,000

√

85,000√

12,000√

36,000√

40,000√

173,000√

345,000

√

518,000

√

GrossprofitB/d

970,000√

518,000√√

518,000√

20x½=10mks

19. ThefollowingTrialBalancewasextractedfromthebooksofKisumuAutosparesasat

31stOct2011

KisumuAutoSpares

TrialBalance

Asat31stOct2011

DR CR

Capital 653,560

Motorvehicle 603,000

Equipment 200,600

Furniture 94,400

Debtors 75,900

Creditors 74,300

Carriageonsales 14,400

DiscountReceived 26,400

Salaries 12,400

RentIncome 12,600

Sales 319,400

Purchases 300,000

Advertising 22,200

Rates 9,400

Stock1-11-2010 61,500

Bank 412,600

Cash 105,060

TOTAL 1,498,860

1,498,860

Stockon31stOctober2011wassh.80,200

Required,

(i)PrepareTrading,ProfitandLossaccountfortheyearended31stOct2011
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(ii)PrepareBalancesheetasat31stOctober2011 (12mks)

KisumuAutoSpares

Trading,profitandlossaccount

Fortheyearended31stOct2011

Shs. Shs.

Openingstock 61,500√

Addpurchases

300,000√

COGAS

361,500√

Lessclosingstock

80,200

COGS

281,300√

Grossprofitc/d

38,100√

319,400

Carriageonsale

14,400√

Advertising

22,200√

Rates

9,400√

Salaries

12,400√

Netprofitdd

18,700√

77,100

Sales

319,400√

319,400

Grossprofit b/d

38,100√

Discountreceived

26,400√

Rentincome

12,600√

77,100

14×½=7mks

KisumuAutoSpares

Balancesheet

Asat31stOct2012

FixedAssets

Shs. Shs.

Motorvehicles 603,000√

Equipment

200,600√

Furniture

94,400√

898,000

CurrentAssets

Stock

Capital

653,560√

Add.Netprofit 18,700√

672,260

Currentliabilities

Creditors

74,300√

Bank
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80,200√

Debtors

75,900√

Cash

105,060√

261,060

1,159,060

412,600√

486,900

672,260+672,260+486,900

1,159,060

20. ThefollowinginformationrelatestoBiznaDistributorCompanyfortheyearended

31stDec2009

shs

Grossprofit 600,000

Openingstock 285,000

Sales 2,400,000

Purchases 1,830,000

Expenses 360,000

Closingstock 315,000

Fixedassets 400,000

Debtors 900,000

Bank 35,000

Currentliabilities 438,000

Requiredcalculate

i)Margin (2½mks)

ii)Rateofstockturnover (2½mks)

iii)Returnoncapitalemployed (2½mks)

iv)Currentratio (2½mks)

a) .i.Margin=Grossprofit/sales×100√

=600,000/√2,400,000×100=25%√√ (5×½=2½mks)

ii). Rateofstockturnover=costofsales/averagestock√√

=1,800,000/300,000√√=6times√√

iii). ROCE=Netprofit/Capitalemployed×100√

=240,000/1,212,000×100√√√

=19.8%√√

(5×½=2½mks)

iv). Currentratio=CurrentAssets:√√Currentliabilities

=1,250,000√ : 438,000√

=2.85:1√√ (5×½=2½mks)

21. b) On1stDecember2009,Kamauhadsh.55,000inhandandsh.250,000atbank.

Duringthemonth,thefollowingtransactionstookplace.

December2cashsalesbankedsh.35,260



isabokemicah@gmail.com

Novels,UpdatedCPA,KASNEB,HighSchool&PrimaryNotes 0705525657
240

3Boughtstationeryincashsh.4,500

8PaidOdongoacreditorsh.94,000bychequeinfullsettlementofhis

account

afterdeduction6%cashdiscount

12receivedachequeforsh58,800fromWafulaafterallowinghimacash

discountofsh.1,200

15paidsalariessh.34,000incash

25Withdrewsh.50,000frombankforofficeuse.

28Anyango,adebtorpaidheraccountofsh.75,000bychequeless10%cash

discount

30Depositedallthecashintothebankexceptsh.13,700

Prepareathreecolumncashbookandbalanceifoff.(10mks)

KAMAU

ThreecolumncashbookforthemonthofDec.2009

Dr. Cr.

DATE Particul

ars

Disco

unt

allow

ed

Cash(s

hs)

Bank

(shs)

DATE Particular

s

Discou

nt

receiv

er

Cash

(shs)

Bank

(Shs)

2009 200

9

Dec1 Balanc

edb/d

55,00

0

250,0

00

Dec.

3

Stationer

y

4,500



2 Sales 35,26

0

8 Ondongo 6,000



94,000



12 Wafula 1,200



58,80

0

15 Salaries 34,00

0

25 Bank

(C1)

50,00

0

25 Cash(C1) 50,000



28 Anyang

o

7,50

0

67,50

0

30 Cash

(C2)

52,80

0

30 Bank(C2) 52,80

0

30 Balance

c/d

13,700



320,36

0

8,70

0

105,00

0

464,3

60

6000



105,0

00

464,36

0

Jan1 Balanc

eb/d

13,700 320,3

60

22. b) ThefollowingtrialbalancewasextractedfromthebooksofMawegoTraders31st

December2010.

MAWEGOTRADERS

TRIALBalanceasat31stDecember,2010

Dr Cr

(shs) (shs)
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Grossprofit 380,000

Closingstock 274,000

Capital 259,000

Drawings 83,000

Creditors 93,000

Premises 103,000

Debtors 123,000

Cashatbank 33,000

Bankloan(2

years)

50,000

General

expenses

54,000

Commission

received

20,000

Wagesand

salaries

132,000

802,000 802,000

Prepare:

i) Profitandlossaccountfortheyearended31stDecember2010. (4mks)

ii) Balancesheetasat31stDecember2010. (6mks)

i)

MawegoTraders

ProfitandLossaccountfortheyearended31/12/2010

EXPENSES SH SH shs

Generalexpenses 54,000 Grossprofitb/d 380,000

Wagesandsalaries132,000

186,000

Add:Commissionreceived 20,000

Netprofitc/d

214,000 400,000

400,000

400,000

Netprofitb/d 214,000

(8ticksx½=4mks)

(ii) MawegoTraders

BalanceSheet

Asat31stDecember2010

SH SH Shs

Shs

FIXEDASSET

Premises

103,000

Capital 259,000
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Add:Netprofit 214,000

CURRENTASSETS 473,000

Stock 274,000 Less:Drawings 83,000

Debtors 123,000 Netcapital

390,000

Cashatbank 33,000

430,000

Longtermliability

Bankloan

50,000

CURRENTLIABILITY

Creditors

93,000

533,000 533,000

23. b)ThefollowingtrialbalancewasextractedfromthebooksofMzalendoTradersasat31st

Dec2011.

MzalendoTraders

Trialbalance

Asat31stDec.2011

A/CTitle Dr(Sh) Cr(Sh)

Fixedassets

Currentassets

Rentincome

Discounts

Generalexpenses

Carriageinwards

Purchases/sales

Returns

Stock01/01/2011

Drawings

Currentliabilities

Capital

292,60

0

78,000

3,000

89,000

28,000

280,00

0

4,600

46,000

33,000

23,000

2,000

474,00

0

7,000

53,000

295,20

0

854,20

0

854,20

0

Stockon31stDec.2011wasSh.54,000.

Required:

i) Preparetrading,profitandlossaccountsfortheyearending31stDecember

2011. (8marks)

Calculate;

ii)Rateofreturnoncapitalemployed.
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(2marks)

iii)Rateofstockturnover. (1mark)

iv)Grossprofitmarginasapercentage. (1mark)

24. b) ThefollowingtransactionsrelatetoBusbulTradersforthemonthofDecember

2011.

Dec1:StartedabusinesswithSh.200,000inthebankaccount.

Dec2:BoughtfurnitureforSh.50,000andpaidbycheque.

Dec3:SoldgoodsoncredittoTilaSh.20,000,KatuSh.10,000.

Dec4:BoughtgoodsoncreditfromKahamaSh.30,000,KangaSh.40,000.

Dec5:ReturnedfaultygoodstoKahamaSh.5,000.

Dec6:PaidKahamaonaccountbychequeless10%cashdiscount.

Dec7:ReceivedfaultygoodsfromKatuSh.2,000.

Dec8:Receivedpaymentduefrom TilaandKatubychequeless5% cash

discount.

Dec9:CashsalesSh.100,000.

Dec10:PaidwagesSh.20,000bycashandelectricitySh.10,000bycheque.

Dec11:Depositedallcashinhandintothebankaccount.

Required:

Prepareathreecolumncashbookdulybalanced (10marks)

25. (a) ThefollowingTrialBalancerelatestoKatibaTradersfortheyearended31st

January2008

Capital

Land&Buildings

Machinery

Furniture

Debtors

Creditors

Openingstock

Bank

Cash

Sales

Salesreturns

Purchases

PurchasesReturns

GeneralExpenses

CarriageInwards

CarriageOutwards

RentReceived

CommissionReceived

SalariesandWages

Electricity

Insurance

Postage

Drawings

BankLoan

140,00

0

43,200

40,000

156,00

0

2,200

120,00

0

18,000

800

16,000

2,400

800

1,800

12,000

1,400

3,000

600

220,00

0

100,00

0

30,800

2,400

5,000

2,000
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2,000 200,00

0

TOTAL 560,20

0

560,20

0

Note: ClosingStockon31stJanuary2008wasvaluedatKshs.5,000.,Prepare:

(i)Trading,ProfitandLossAccountfortheyearended31stJanuary2008.(8mks)

(ii)BalanceSheetasat31stJanuary2008. (4mks)

KATIBATRADERS

TRADINGPROFITANDLOSSACCOUNT

FORTHEPERIODENDED31STJANUARY2008

SHS SHS.

OpeningStock 2,200√ Sales

30,800√

Purchases 16,000√ LessSalesReturns

800√

Add:CarrInw 800√

30,000√

16,800

Less:Purch.Ret 2,400√ 14,400√

CostofGoodsavailforsale 16,600√

LessClosingStock 5,000√

CostofGoodsSold 11,600√

GrossProfitC/d 18,400√

30,000

30,000

GeneralExpenses 2,400√ GrossProfitb/d

18,400√

CarriageOutwards 1,800√ Rentreceived

5,000√

SalariesandWages 12,000√ Commissionreceived

2,000√

Electricity 1,400√

Insurance 3,000√

Postage 600√

NetProfit 4,200√√

25,400√ 25,400

(24ticksx1/3=8mks)

(ii)

KATIBATRADERS

BALANCESHEET

ASAT31STJANUARY2008

FixedAssets SHS. SHS.

LandandBuildings 140,000√ Capital 220,000√

Machinery 43,200√ Add:NetProfit 4,200√

Furniture 40,000√ 224,200

223,200 LessDrawings 2,000√

CurrentAssets 222,200
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Stock 5,000√

Debtors 156,000√ LongTermLiabilities

Bank 120,000√ BankLoan 200,000√

Cash 18,000√ CurrentLiabilities

299,000√ Creditors 100,000√

522,200 522,200

27. ThefollowinginformationrelatestoNdhiwaresorttradersforthemonthofNovember

2009:-

November, 1.startedabusinesswithshs160,000cash

2.Purchasesshs.120,000

3.Madesalesincashshs.126,000

4.Paidforelectricityshs.1000incash

5.Receivedrentofshs.37500incash

6.Gavediscountofshs.6,000incash

Required:- i)Posttheaboveinformationintherelevantledgeraccountsandbalance

themoff

iii) Extractatrialbalance

Dr. CAPITALA/C Cr.

Dec.31Bal.b/d160,000 Dec.1A/C160,000

JanBalb/d160,000

Dr. CashA/C Cr.

Dec.1Capital 160,000

3sales 126,000

5Rent 37,500

323,500

Jan1bal.b/d 196,500

Dec.2Purchase

120,000

4electricity

1,000

6comm.

6,000

7Balc/d

196,500

323,500

Dr. PURCHASEA/C Cr.

Dec.2Cash 120,000

Jan.1Balb/d120,000

Dec.30Balb/d

120,000

Dr. SALESA/C Cr.

Dec.30Bal.b/d 126,000 Nov.3Cash126,000

Jan.1Balb/d126,000

Dr. ELECTRICITYA/C Cr.

Dec.4Cash 1,000

Jan.1Balb/d1,000

Dec.30Balc/d1,000

Dr. RENTA/C Cr.
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28. OnMarch2007,Dorishadcashinhandshs.87,000andcashatbankshs.25,000.

Duringthis

month,thefollowingtransactionstookplace:

March2nd:Cashsalesshs.60,000

3rd:Paidsalariesshs.101,500bycheque

7th:Receivedachequeofshs.76,000fromHenryafterallowingacashdiscount

of5%

13th:Boughtofficefurniturebychequeshs.86,000

17th:Settlemaritalaccountforshs.34,200incashhavingdeductedshs.8,000cash

discount

20th:Receivedachequeforshs.165,000inrespectforcashsales

22nd:Paidwagesshs.25,000incash

24th:Withdrewshs.32,000forbankforofficeuse

25th:Withdrewshs.4,000cashforpersonaluse

29th:Receivedshs.17,000cashformAlvininsettlementofhisaccountless

shs.1000

cashdiscount

31st:Depositedallthemoneyintothebankexceptshs.24,600

Required:Prepareathreecolumncashbookdulybalanced

Date Detail

s

L.F Dis

allowe

d

Cash Bank Date Details L.F Dis

paid

Cash Bank

1/3/07 Bal 87,00 250,00 3/3/07 Salaries 101500

Dec.30Bal.c/d 37,570 Dec.5Cash37,500

Jan.1Balb/d37,500

Dr. DISCOUNTA/C Cr.

Dec.6Cash 6,000

Balb/d6,000

Dec.30Balc/d6,000

NDHIWATRADERS

Trialbalanceasat31stDec.2008

TitleofAccounts

Capital

Cash

Purchases

Sales

Electricity

Rent

discount

Debit

196,500

120,000

1,000

6,000

323,500

Credit

160,000

126,000

37,500

323,500
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2/3/0

7

7/3/0

7

20/3/

07

24/3/

07

29/3/

07

31/3/0

7

Sales

Henry

Sales

Bank

Alvin

Cash

Balb/

4,000

1,000

5,000

0

60,0

00

165,0

00

32,00

0

16,00

0

360,0

00

24,00

0

0

76,000

272,80

0

598,80

0

379,30

0

13/3/07

17/3/07

22/3/0

7

24/3/0

7

25/3/0

7

31/3/07

Furnitur

e

Marita

Wages

Cash

Drawing

Bank

Balc/d

8,00

0

34,20

0

25,00

0

4,000

272,8

00

24,00

0

360,0

00

86,00

0

32,00

0

379,3

00

598,8

00

31. ApettycashierofMugirangotradersoperateshispettycashbookonanimprestsystem

ofsh.2500.OnIFebruary2009,hehadcashinhandofSh.500andwasreimbursedthe

differencebythemaincashiertorestorehiscashfloat.Thefollowingtransactionstook

placeduringthesamemonthofFebruary2009:

Feb 2nd paidtaxifaresh.150andwagessh250

4th Boughtfivereamsofpaperforsh25eachandstampsforsh.30

7th Paidwagessh.250andboughtenvelopesforsh.40

20th Boughtteaforstaffsh.70andpaidforwaterbillssh.56

28th Paidforelectricitysh.80andstampssh.40

Required:Prepareapettycashbookusingthefollowinganalysiscolumns;

•Wages

•Traveling

•Stationery

•Postage

•Miscellaneous

PETTYCASHBOOK

Rece

ipts

Date Details Vouc

h

No.

Total Wages Travelin

g

Statione

ry

Postag

e

Miscellaneo

us

500

200

0

200

9

Feb1

“1

“2

“2

“4

“4

“7

“7

Balb/d

Cash

Taxifare

Wages

Reamsof

paper

Stamps

Wages

Envelope

150

250

125

30

250

40

70

250

250

150

125

40

30

70
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250

0

“20

“20

“28

“28

“28

Stafftea

Waterbill

Electricity

Stamps

Balc/f

56

80

40

1091

1409

2500

500 150 165

40

70

56

80

206

32. Recordthefollowingtransactionsintherelevantledgeraccounts,balancetheaccount

andextractatrialbalance

Date Transaction

1/4/2007 Marystartedbusinesswithshs.80,000cash

2/4/2007 Boughtstationeryforshs.4,000andpaidincash

3/4/2007 Openedabankaccountanddepositedshs.50,000fromthecashtill

4/420007 Boughtmotorvehicleworthshs.250,000fromLucymotorson

credit

5/4/2007 Boughtpostagestampsforshs.60incash

33. ThefollowingtransactionsrelatetoFurahatradersforthemonthofJuly,2008

July1:Balancebroughtdowncashsh.16,250andBankShs.19,847

July2 :SoldgoodsworthShs.1,348toPatelandreceivedacalculatorin

exchange

July5:PaidtransportbychequeShs.2,000

July6:IssuedachequetoKerioTraderssettinganinvoiceforShs.10,000

deducting2%

cashdiscount

July10:TransferShs.15000fromcashtilltobank

July12:SoldgoodsforcashShs.12,000less2%cashdiscount

July13:SoldgoodstoOnyangooncreditworthShs.15,000

July14:TheownerofthebusinesswithdrewShs.3000incashtobuyapresentfor

his

daughter

July16:ReceivedachequefromKuriaShs.2,500less5%cashdiscount

July22:BoughtfurniturefromBabuTradersoncreditworthShs.16,500andcash

discountof10%ifpaymentismadewithin2weeks

July24:WithdrewcashfrombankforofficeuseShs8,000

July26:TheownerbroughtintothebusinessShs.9,000cash

July27:IssuedachequetoBabuTradersforamountdue

July28:SoldgoodstoKuriaworthShs.5,000forShs.3,800andreceivedpayment

by

cheque

July30:BankedallcashandremainedwithShs.100inthecashtill

Required;PrepareFurahaTradersthreecolumncashbookforthemonthofJuly,2008
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FURAHATRADERS

CASHBOOK

DATE PARTICULARS D.A CASH BANK DATE PARTICULARS D.R CASH BANK

2008

July1

10

12

16

24

26

28

30

Balanceb/d

Cash

Sales

Kuria

Bank

Capital

Sales

Cash©

Balanceb/d

240

125

120

0

156

5

16520

8000

9000

3800

3732

0

1000

19847

15000

11760

2375

18320

6730

2

3265

2

2008

July5

6

10

14

24

27

30

Transport

Keriotraders

Bank

Drawing

Cash

Babutraders

Bank©

Balancec/d

200

1650

1850

15000

3000

18320

1000

3732

0

2000

9800

8000

14850

32652

67302

34. JournalizethefollowingtransactionswhichtookplaceinthebusinessofW.Wanjala

during

themonthofJune2009:-

June1 BalanceB/ffromMay2009were:-

Officefurnitureshs.50,000andmotorvehicleshs.100,000

June2 Purchasedofficefurnitureoncreditforshs.65,000fromMwema

furniture

June10 SoldanoldvehicleoncredittoOmwamigarageforshs.200,000

June25. Discoveredthatamotorvehiclethathadbeenboughtoncredit

fromKanyeremotorforKshs.750,000,hadbeenrecordedin

purchasesaccount

June28 Soldanoldcomputertoclassicacademyoncreditforksh.15,000

June29: SoldanoldtractorwhosebookvalueisKshs.200,000for

Khs.250,000

toGoseta

thegeneraljournal

Date Particulars Folios Dr(sh) Cr(sh)
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2009June

2009June2

2009June

10

2009June

25

2009June

28

2009June

29

FurnitureA/C

Motorvehicle

(Arecordofopeningbalanceofassets)

FurnitureA/C

MwemafurnitureLtd

(Beingarecordofofficefurnitureboughton

creditfromMwemafurnitureLtd)

OmwamigarageA/C

CMotorvehicleA/C

(beingarecordofcreditsaleofmotorvehicle

toOmwamigarage)

MotorvehicleA/C

Purchases

(Beingacorrectionofanerrorofprinciple)

ClassicacademyA/C

Computeroffice

EquipmentA/C

(Beingarecordofthecomputertoclassic

academy)

GosetafarmA/C

TractorA/C

Trainondisposalofoldtractor

(BeingarecordofoldtractortoGosetafarms

ataprofit)

G.L

G.L

G.L

G.L

G.L

G.L

G.L

G.L

G.L

50,000

100,000

65,000

200,00

0

750,00

0

15,000

250,00

0

65,000

200,00

0

750,00

0

15,000

200,00

0

50,000

35. On1stJune2009,NyamiraTradershadcashinhandshs.87,000andcashatbank

Shs.250,000.

Duringthemonth,thefollowingtransactionstookplace:-

2009June2:-Cashsalesshs.50,000issuedReceiptNo.063

3:-Paidsalariesandwagesshs.101,500bycheque;chequeno.083

6:-Receivedachequeforshs.76,800fromKemunto,afterallowingheracash

discount

of4%issuedareceiptNo.064

12:-SettledOmwabo’saccountofshs.40,000incash,havingdeductedshs.800

cash

discount.Receivedreciptno.0656

18:-Withdrewshs.30,000frombankforofficeuse

21:-Receivedshs.16,500cashfromManwariinsettlementofhisaccountless

shs.660

cashdiscount.ReceiptNo.065

22:-Boughtofficefurniturebychequeshs.85,000.ReceiptNo.734

23:-PaidwagesShs.24,000incashreceiptNo.801

28:-Withdrewshs.5000cashforprivateuse

30:-Receivedachequeforshs.150,000inrespectofcashsales.ReceiptNo.

066

Required:Prepare:-(i)Acashreceiptsjournal

(iii) Acashpaymentjournal
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Cashreceiptjournal

Date

2009

particulars Receipt

number

Ledger

folio

Discount

allowed

cash Bank

June2

6

18

21

30

sales

Kemunto

Bank

Manwori

Sales

063

064

065

066

C

3200

660

3860

50000

30000

16500

96500

76800

150000

226800

(iv)

Cashpaymentjournal

Date

2009

particulars Receipt

number

Ledgesfolio Discount

received

cash bank

June3

12

18

22

23

26

Salary

&wages

Omwabo

Cash

Furniture

Wages

drawings

083

0656

734

801

C

800

800

39

200

24

000

5

000

68

200

101500

30

000

85

000

216500

(v)

36. ThefollowingisatrialbalanceofJAOtradersasat31/12/2009

Dr Cr

(Shs) (Shs)

Capital 170000

Openingstock 60000

Equipmentatcost 125000

Purchases 161000

Sales 208000

Discounts 2000 8000

Returns 27000 25000

Salaries 20000

Telephonecharges 5000

Waterbills 2100

Creditors 15100

Debtors 21000

Electricityexpenses 2000

Insurancepaid 1000

426000 426000
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Additionalinformation

i. ClosingstockwasvaluedatShs.72000

ii.TelephonechargesprepaidwasShs.1000andoutstandingwaterbillswas

Shs.1300

iii.Depreciationonequipmentis10%p.aoncost

iv.CarriageinwardswasShs.11000andcarriageoutwardsShs.10000

Preparetradingandprofitlossaccountfortheyearending31/12/2009

JAOTRADERS

TRADINGANDPROFIT&LOSSACCOUNT

FORTHEYEARENDING31/12/2008

DR

CR

Openingstock

60000

Addpurchases 161000

Addcarriage 11000

172000

Lessreturnsout (25000)

147000

G.A.F.S

207000

Lessclosingstock

(72000)

Costofsales

135000

Grossprofitc/d

46000

181000

Expenses

Discountallowed

2000

Salaries

20000

Telcharges 5000

Lessprepaid 1000

4000

Waterbills 2100

Addaccrued 1300

3300

Electricityexpenses

2000

Carriageout

10000

Insurancepaid

1000

Deponequil(10/100x125000) 12500

Sales

208000

Lessreturnsin

27000

181,000

181000

Grossprofit

46000

Discountrec

8000

Netlossc/d

800

54800
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54800

Netlossb/d

800

38. ThefollowingextractedfromthebooksofMogusiiLtd.2005

March1. CreditpurchasesfromObwochaSit1200

Agwatash.3,000andNyauambash.2,500

March5 CreditsalestoOkeroSit2,000,Michiekash.4,300andOmwengash.1500

March10 CreditpurchasesfromOnyanchaSh.2700

Obwochash6600andOmbakish.3300

“20 ReturnedgoodstoObwochash.250andOnyancha703

26 CreditsalestoBundish.850.Tendush.630andOkero-sh.900

“30 GoodswereretumedbyBundish.I50andMichiekasitl30

Required: Entertheabovetransactionsintheirrelevantdaybooks

PURCHASESJOURNAL

Date Details InvoiceNo. Ledgerfolio August

2005March

1

“ “

1

“ “

1

“ “

10

“ “ 1

0

“ “ 1

0

Obwocha

Agwata

Nyanamba

Onyancha

Obwocha

Ombaki

1200

3000

2500

2700

6600

3300

19300

SALESJOURNAL

Date Details InvoiceNo. Ledgerfolio August

2005

March

5

“

“

5

“

“

5

“

“

Okero

Micheka

Omwega

Bundi

Tendu

Okero

2000

4300

1500

850

630

900

10180
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PURCHASERETURNSJOURNAL

Date Details InvoiceNo. Ledgerfolio August

2005March20

“ “ 2

0

Obwocha

Onyancha

250

700

950

SALESRETURNSJOURNAL

Date Details InvoiceNo. Ledgerfolio August

2005March

30

“ “

30

Bundi

Michieka

150

130

280

39. ThefollowinginformationwasextractedfromJaributraderson31stDecember2009

Stockturnover 5

Markup 25%

Costofsales 60,000

Closingstock 8,000

Required: i)Netsales

iii)Averagestock

iii)Openingstock

iv)Netpurchases

Markup = GP

Costofsales

¼= GP

60,000

4GP=60,000

GP = 15,000.

i) Netsales=Costofsales+grossprofit

60,000+15,000=75,000

ii) Averagestock:stockturn=costofsales

Av.stock
5/1+60,000

AV

5AV+60,000

AV=12,000

iii) Openingstock.

AV=op.st+cl.stock

2

24,000=8000+opstock

Op.stock=16,000

iv)Costofsales

op.st+p–cls

60,000=16,000+p–8000

Purchases=42,000
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40. ThefollowingtrialbalancewasextractedfromVumiliatradersas31stDecember2006

Dr Cr

Capital 125,000

Purchases 45,000

Carriageonsales 2,000

Stock 25,000

Sales 120,000

Carriageonpurchases 1,200

Insurance 5,900

Salaries 12,450

Discountallowed/Discountreceived 3,400 1,950

Debtors/creditors 25,000

15,500

Bank 14,500

Machinery 128,000

262,450

262,450

Additionalinformation:

-closingstock25,000

-Outstandingsalaries450

-Insurance900hasbeenpaidinadvance

-Depreciatemachineryby10%oncost

Required:i)trading,profitandlossa/c

ii)Balancesheet

VumiliaTraders

Trading,profitandlossaccount

Fortheyearending31stDecember2006.

OpeningStock 25,000 Sales

120,000

Add.Purchases 45,000

70,000

Add.Carriageonpurchases 1,200

Costofgoodsold 71,200

Less.Closingstock 25,000

Costofsales 46,200

Grossprofitc/d 73,800

120,000

120,000

Expenses

Carriageonsales 2,000Grossprofitb/d

73,800

Discountallowed/ 3,400Add:Disreceived

1,950

Insurancepaid 5,900

LessPrepaid 900

5,000

Salaries 12,450
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ADDOutstandingsalaries450

12,900

Machinery 12,800

TotalExpenses 36,100

Netprofitc/d 39,630

75,730

75,730

VumiliaTraders

Balancesheet

ASAT31stDecember2006

Machinery 128,000 Capital

125,000

LESSDeprec 12,800 Add.NetProfit

39,630

115,200

164,630

Stock 25,000

Insuranceprepaid 900

Debtors 25,000 creditors

15,500

Bank 14,500 outstandingsalaries

450

180,600

180,600

41. ThefollowingbalancesheetwaspreparedbytheaccountsclerkofMapatotraders:-

Mapatotraders

Balancesheet

Asat31stdec2009

Fixedassets

Landandbuilding 300000 capital 422930

Furnitureandfittings 51500 +netprofit220500

Machinery 140000 643430

Motorvehicle 190000 -drawings175000

681500 468430

Currentassets longtermliabilities

Stock 124500 mortgageloan30000

Debtors 103650 bankloan 400000

Cashatbank 54850 430000

Cashathand 3650 currentliabilities

286650 creditors 99730

968150 968150
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Requirements:

Calculatethefollowing

i)Workingcapital ii)

Returnoncapital iii)

Currentratio

iv)Capitalemployed

v)Borrowedcapital

i)Workingcapital

Workingcapital=currentassets-currentliabilities

CA=stock+debtors+cashinhand+cashatbank

=124500+103650+54850+3650=sh286650

CL=creditors=99720

∴W.C=286650-99720 =sh186,920

ii)Returnoncapital

Returnoncapital=netprofitx100

Capitalinvested

=220500x100

422930

=52%

iii)Currentratio

iv)Capitalemployed

Capitalemployed=capitalowned+longliability

=468430+400000=868430

Or

=fixedassets+workingcapital

=481500+186930=868,430

v)Borrowedcapital

Borrowedcapital=longtermliabilities

=mortgageloans+bankloan

=300000+100000 =sh400000

42. ThefollowinginformationwasextractedfrombooksofChungaTradersfortheperiod

ending

31/12/2000:-

Fixedassets–350,000

Drawings–50,000

Creditors–50,000

Cash–60,000

Discountreceived4,000

Rent–12,000

Bankoverdraft–10,000

Debtors–20,000

Stock(31/12/2000)-30,000

Commissionreceived–6,000

Grossprofit–80,000

Electricity–3,000



isabokemicah@gmail.com

Novels,UpdatedCPA,KASNEB,HighSchool&PrimaryNotes 0705525657
258

Stock(11/1/2000)–50,000

Salaries–20,000

(a)Prepare:- (i)Theirprofit&lossaccount

ChungaTraders

Profit&LossA/C

ForthePeriodEnding31/12/2000

Kshs Kshs

Salary 20,000 Grossprofit 80,000

Rent 12,000 Discountreceived 4,000

Electricity 3,000 Commissionreceived 6,000

NetProfit 55,000

90,000 90,000

ChungaTraders

BalanceSheet

AsAt31/12/2000

Kshs. Kshs.

Capital- 395,000

FixedAssts 350,000 +NetProfit 55,000

-Drawings 50,000

Cash 60,000 ClosingStock400,000

Debtors 20,000 Bankoverdraft10,000

Stock 30,000 Creditors 50,000

460,000 460,000

(i)WorkingCapital=CA-CL

=110,000–60,000 =50,000

(ii)C.Employed =FA+WC

=350,000+94,000 =444,000

43. ThefollowingbalanceswereextractedfromthebooksofNyamaiyaTraderson

31stMay2009:-

shs.

Grossprofit 400,000

Equipment 900,000

Furniture 500,000
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Provisionfordepreciationonfurniture 65,000

Power&lighting 24,000

Commissionreceived 170,000

Stock(31.05.09) 35,000

Generalexpenses 240,00

Debtors 350,000

Provisionforbaddebts 3,000

Creditors 550,000

Discountsallowed 29,000

Discountsreceived 40,000

Cashinhand 150,000

Additionalinformation

(i)Depreciationtobeprovidedasfollows:–Equipment20%oncost

–Furniture10%onbookvalue

(ii)Adjustprovisionforbaddebtstoshs.3500

(iii)Commissionreceivedinadvanceamountedtoshs.10,000

Required:Prepare:-(i)Profitandlossaccountfortheyearended31stMay2009

(ii)Balancesheetasat31stMay2009

NyamaiyaTraders

Profit&LossAccountfortheyearended31stMay2009

Depreciation:Equipment

180,000

Furniture

43,500

Power&lightning

24,000

Generalexpenses

240,000

Increaseinprovisionforbaddebts 500

Discountsallowed

29,000

Netprofitc/f

83,000

Grossprofit

400,000

Commissionreceived

170,000

Less:Advance 10,000

160,000

Discountsreceived

40,000

600,000 600,000

NyamaiyaTraders

Balancesheetasat31stMay2009

Fixedassets

Equipment 900,000

LESS:Depreciation 180,000

720,000

Furniture 500,000

LESS:Depreciation 108,500

Capital 1,000,000

ADD:netprofit 83,000

1,083,000

Currentliabilities

Advancecommissionreceived 10,000

Creditors
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391,500

CurrentAssets

Stock

35,000

Debtors 350,000

LESS:Provision 3,500

346,500

Cashinhand

150,000

550,000

1,643,000 1,643,000

44. ThefollowingtrialbalancewasextractedfromthebooksofFulaTradersonDec.31,2005

FULATRADERS

TRIALBALANCE

ASATDEC.31,2005

Dr. Cr.

Shs. Shs.

Sales

Generalexpenses

Rentexpenses

Commissionreceived

Motorvehicle

Furniture

Cash

Creditors

Debtors

Purchase

Salesreturns

capital

60,000

10,000

600,000

240,000

50,000

120,000

400,000

20,000

1,500,00

0

600,000

20,000

180,000

700,000

1500,000

Additionalinformation

I.StockatDec.31,2005wasvaluedatshs.60,000

II.Depreciationtobeprovidedasfollows:

(a)Motorvehicle20%perannumoncost

(b)Furniture10%perannumoncost

Required:-

(i)TradingprofitandlossaccountfortheyearendedDec.31,2005

(ii)BalancesheetasatDec.31,2005

45. ThefollowinginformationrelatestoJoyTradersfortheyearendedDec.31,2006

Turnover 270,000
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Margin 40,000

Rateofstockturnover 6times

Expense 40,000

Calculate: (i)Grossprofit

(ii)Costofsales

(iii)Netprofit

(iv)Averagestock

(v)Mark–up

46. ThefollowinginformationrelatestoKipgaatradersfortheyear2006:-

Kshs.

Turnover 270,000

Margin 40%

Rateofturnover 6times

Expenses 40,000

Fromtheinformationgivenabove,

Calculate: (i)Grossprofit

(ii)Costofgoodssold

47. ThefollowinginformationrelatestoLadopharmaChemistasat30thNovember2008

Dr(shs) Cr

(shs)

Stock(30thNov2007) 23910

Capital 30955

Drawings 8420

Bank 3115

Cash 295

Debtors 12300

Creditors 9370

Motorvehicles 4100

Equipment 6250

Sales 130

900

Purchases 92100

Returnsinwards 550

Carriageinwards 215

Returnoutwards

307

Carriageoutwards 309

Motorexpenses 1630

Rent 2970

Telephonecharges 405

Wages 12810

Insurance 492

Officeexpenses 1377

Sundryexpenses 284

171532 171,532

Stockasat30thNovember2008wasshs27475
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Required:prepare

i)Thetrading,profitandlossaccount

ii)Abalancesheetasat30thNovember2008

LADOPHARMACHEMIST

TRADINGRPOFITANDLOSSA/C

Fortheyearended30thJune2008

Shs.

Openingstock

23,910

Purchase

92,100

Returnsoutwards 307

91,973

Carriageinwards

215

115,918

Slowingstock

27,475

Costofsales

88,443

Grossprofitc/d

41,907

130,350

Carriageoutwards

309

Moorexpenses

1,630

Rent

2,970

Telephonecharge

405

Wages

12,810

Insurance

492

Officeexpenses

1,377

Sundryexpenses

284

Netprofitc/d

21,630

Shs.

Sales

130,900

Returninwards

550

130,350

Grossprofitb/d 41,907

41,907
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41,907

lODAPHARMACHEMIST

BALANCESHEET

Asat30thJune2008

Capital 30,955

Netprofit 21,630 52,630

Drawings 8,420

44,165

Currentliabilities

Creditors 9,370

53,535

Fixedassets

Equipment 6,250

Motorvehicle 4,100 10,350

Currentassets

Stock 27,475

Debtors 12,300

Bank 3,115

Cash 295

43,185

53,535

48. ThefollowingisatrialbalanceofJAOtradersasat31/12/2009

Dr Cr

(Shs) (Shs)

Capital 170000

Openingstock 60000

Equipmentatcost 125000

Purchases 161000

Sales 208000

Discounts 2000 8000

Returns 27000 25000

Salaries 20000

Telephonecharges 5000

Waterbills 2100

Creditors 15100

Debtors 21000

Electricityexpenses 2000

Insurancepaid 1000

426000 426000

Additionalinformation

(i) ClosingstockwasvaluedatShs.72000

(ii) TelephonechargesprepaidwasShs.1000andoutstandingwaterbillswas

Shs.1300

(iii) Depreciationonequipmentis10%p.aoncost

(iv) CarriageinwardswasShs.11000andcarriageoutwardsShs.10000

Preparetradingandprofitlossaccountfortheyearending31/12/2009
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JAOTRADERS

TRADINGANDPROFIT&LOSSACCOUNT

FORTHEYEARENDING31/12/2008

DR

CR

Openingstock

60000

Addpurchases 161000

Addcarriage 11000

172000

Lessreturnsout (25000)

147000

G.A.F.S

207000

LESSclosingstock

(72000)

Costofsales

135000

Grossprofitc/d

46000

181000

Expenses

Discountallowed

2000

Salaries

20000

Telcharges 5000

Lessprepaid 1000

4000

Waterbills 2100

Addaccrued 1300

3300

Electricityexpenses

2000

Carriageout

10000

Insurancepaid

1000

Deponequil(10/100x125000)

12500

54800

Netlossb/d

800

Sales

208000

Lessreturnsin

27000

181,000

181000

Grossprofit

46000

Discountrec

8000

Netlossc/d

800

54800
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49. ThefollowingtrialbalancerelatestoJakoburaStores

DR

CR

Grossprofit

85,000

Debtors 95,500

Motorvehicle 150,000

Furniture 30,000

Bank 62,000

Stock 52,500

Provisionfordepreciationon

Motorvehicle

16,000

Provisionofdepreciationon

Furniture

2,620

Salaries 64,000

Building 180,000

Generalexpenses 45,200

Creditors

75,000

Commissionreceived

42,800

Equipment 55,200

Electricity 15,420

Capital

528,400

749,820

749,820

Additionalinformation

(i)Profitmarginwas20%

(ii)Stockasat1stJanuarywasvaluedatKsh.48,000

(iii)Depreciationwasprovidedasfollows:

(a)Motorvehicle25%p.aoncost

(b)Furniture7%p.aoncost

(iv)On31stDec2006,equipmentwasvaluedatKsh.48,576andgeneralexpenses

outstandingwereKsh.1,200

(v)AbillofKhs.340whichwaspaidforaprivateresidencewasincludedinthe

electricity

account.

Required:-. Prepareatradingprofitandlossaccountfortheyearended31stDec2006

JAKOBURATRADERS

PROFITANDLOSSA/CFORTHEYEARENDED

31/12/006

SHS SHS SHS SHS
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Openingstock 48000 sales 425

000

purchases 344

500

Costofgoodsavailablefor

sales

392

500

Lessclosingstock 52500

Costsofgoodssold 340

000

Grossprofitc/d 85000

425

000

425

000

salaries 4520

0

Grossprofitb/d 85

000

Addgeneralexpansesaccrued 1200 46400 commission 42

800

electricity 15240

Lessdrawing 340 15080

depreciation

Motorvehicles150000x25/100 37500

Furniture30000x7/100 2100

Equipment(55200-48576) 6624

Netprofitc/d 20096

127800 127800

50. ThefollowinginformationrelatestoOdongoTradersfortheyearended31.Dec.2008.

Land shs.50,000

Capital shs.94,000

Machinery shs.20,000

Motorvehicles shs.30,000

10yearbankloan shs.20,000

5yearAFCloan shs.10,000

Stock shs.10,000

Debtors shs.6,000

Creditors shs.6,000

Accruedexpenses shs.2,000

Cashatbank shs.10,000

Cashinhand shs.2,000

Drawings shs.4,000

Required:

i)Abalancesheetasat31stDec.2008

ii)Calculate-borrowedcapital

-currentratio

-capitalowned

Odongotraders
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Balancesheetasat31stDec2008

F.A

Land 50,000

Machinery 20,000

M/vehicles 30,000

100000

Currentassets

Stock 10,000

Debtors 6,000

Cashatbank 10,000

Cashathand 2,000

28,000

128,000

Capital 94,000

Lessdrawings 4000

90,000

Longterm liabilities

10yrsloan 20,000

5yrsAFCloan 10,000

30,000

Shorttermloan

Creditors 6000

Expenseoccurred 2,000√

8,000

128,000

ii)calculate-Borrowedcapital=longtermliabilities

=20,000+10,000

=30,000 -currentratio

Currentassets:currentliabilities

28,000:8000

28:8

7:2 -capitalowned

C=A-L

=128,000-38,000=90,000

Or

Capital-drawings

94,000-4000=90,000

51.ThefollowingTrialbalancewaspreparedfromthebooksofPakaTradersasat31st

December1995.

TrialbalanceDecember31st1995

Dr. Cr.

Kshs Kshs

Sales 900,000

Purchases 600,000

Returnsinwards 80,000

Returnsoutwards 20,000

Carriagein 40,000

Carriageout 3,000

Stock(Jan) 100,000

Rent 60,000

Creditors 170,000

Debtors 120,000
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Interestexpenses 18,000

Generalexpenses 7,000

Capital 178,000

1,268,000

Creditors 240,000

6226000 6226000

Additionalinformation

Stockasat31stDecemberwas100,000

i. PrepareTrading,profitandLossaccountfortheperiodended31December1999

ii. Calculatereturnoncapital,currentratioanddebtor’sratio (10marks)

PakaTraders

TradingProfitandLossAccount

Asat31December1995

Dr Kshs Cr. Kshs

OpeningStock 100,000 Sales 900,000

Purchases 600,000

Purchasesreturns 20,000

SalesReturns 80,000

Transportationin 40,000

820,000

ClosingStock(135,000)

G.P.c/d 235,000

920,000

Expenses

Carriageout 3,000

Rent 60,000

InterestExpenses 18,000

GeneralExpenses 7,000

N.P.C/d147,000

235,000 235,000

b) N.P.Bb/d 147,000

52. ThefollowingtrialbalancewasextractedfromthebooksofMaringotraderson31st December2001

MaringotradersTrialBalanceasat31stDecember2001

GrossProfit 380,000

Closingstock 274,000

Capital 259,000

Drawings 83,000

Creditors 93,000

Premises 103,000

Debtors 123,000

Cashatbank 33,000

Bankloan(1yr) 50,000

Generalexpenses 54,000
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Commissionreceived 20,000

Wagesandsalaries 132,000

802,000 802,000

Prepare

a) ProfitandlossAccountfortheyearended31stDecember2001

b) Balancesheet

MaringoTraders

Profitandlossaccountasat31December2001

Dr Kshs Cr. Kshs

Salariesexpense 132,000 Grossprofit 380,000

Generalexpense 54,000 Comm.Received 20,000

N.P.c/d 214,000

400,000 400,000

N.P.c/f214,000

MaringoTraders

BalanceSheetAsat31December2001

Dr Kshs Cr. Kshs

Premises 103,000 Capital 259,000

Netprofit 214,000

Drawings (83,000)

C.Assets C.Liabilities

Stock 274,000 Creditors 93,000

Debtors 123,000 Bloan 50,000

Cashatbank 33,000

533,000 533,000

53. ThefollowinginformationwasextractedfromthebooksofSaraiTradersfortheyear ended

30April2003

Sales 480,000

Openingstock(1.5.02) 80,000

Grossprofitiscalculatedat25%

i)Prepareatradingaccountfortheperiodended30April2003

ii)Calculatetherateofstockturnover (10

marks)

SaraiTraders

TradingAccountAsat30thApril2003

Dr Kshs Cr. Kshs

Openingstock 80,000 Sales 480,000
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Purchases 400,000

480,000

Closingstock (120,000)

360,000

N.Pc/d 120,000

480,000 480,000

(ii)Rateofstockturnover= C.O.S

Averagestock

Averagestock=80,000=120,0000=100,000

2

C.O.S =360,000

RateofStockturnover=360,000=3.55

100,000

54. Thefollowinginformationreferstoteatradersfortheyearended31/12/04

Sales 800,000

Expenses 10,000

Commissionreceived 15,000

Purchases 700,000

Openingstock 250,000

Margin 20%

Preparetrading,profit&lossa/cfortheyearended31/12/04

TeaTraders

Trading,Profit&LossAccount

Fortheyearending31/12/04

Kshs Kshs

OpeningStock 25,000 Sales 800,000

Addpurchases 700,000

GoodsAvailable 725,000

Closingstock 85,000

Costofsales(20/100x800,000 640,000

GrossProfit 160,000

800,000 800,000

55. ThefollowingbalanceswereextractedfrombooksofMotopTradersfortheyear

ended31/12/2004

Rent 48,000

Lighting 7,200

Water 9,220

Salaries 75,000
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Commissionreceived 8,500

Discountallowed 4,600

Discountreceived 8,500

Grossprofit 320,000

GeneralExpenses 98,000

Stock 5,250

MotorVehicle 2,300,000

Furniture&equipment 650,000

Debtors 270,000

Creditors 396,400

Bank 200,000

Cash 50,000

Capital 3,000,000

Prepare:

Profitandlossa/cfortheyearended31/12/2004

Balancesheetasat31/12/2003 (12marks)

MolopTraders

ProfitandlossAccountfortheyearending31/12/04

Expenses 48,000 GrossProfit 320,000

Lighting 7,200 Commissionreceived 9,870

Water 9,220 Discountreceived 8,500

Salaries 72,500

DiscountAllowed 4,600

Generalexpenses 98,000

NetProfit 338,370 338,370

MolopTraders

Balancesheetasat31/12/04

Fixedassets Kshs Kshs Kshs

Furniture 650,000 Capital 3,000,000

Motorvehicle 2,300,000 Addprofit 98,890

3,098,850

Currentliabilities

Currentassets

Stock 25,250

Debtors 270,000 Creditors 396,400

Bank 200,000

Cash 50,000

3,495,250 3,495,290

56. ThefollowingbalanceswereextractedfromthebooksofChomboWholesalersfor

theyearended31Dec2005.

Shs.

Sales 500,000

Purchases 320,000

Openingstock(1.1.2005) 80,000

Closing31.12.2005 40,000
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Debtors 140,000

Creditors 90,000

Calculate

a) margin

b) Currentratio

c) Rateofstockturnover (4marks)

(a)Margin=G.PX100 = 500,000-(320,000-80,000-40,00)

Sales 500,000

= 140,000x100=28%0r28

500,000

(b) Currentratio = CA = 180,000=2:1

CL 90,000

(c) Rateofstockturnover = Costofsales= 360,000

Averagestock 80,000+40,000

= 3times (4marks)

57. MalamuTradershadthefollowingbalanceasat31stDecember2008

Sh

Building 540,000

Bankloan 472,500

Debtors 116,900

Creditors 227,000

Furniture 408,170

Grossprofit 520,600

Motorvehicle 900,000

Discountallowed 142,000

Lighting 25,200

Interestonloan 1,200

Closingstock 72,500

Rentreceived 120,000

Repaironbuildings 60,000

Repaironfurniture 72,030

Repaironmotorvehicles300,000

Generalexpense 102,100

Capital 1,400,000

Prepare:

(a)Profitandlossaccountfortheyearended31stDecember2008

(b)Balancesheetasat31December2008

MalamuTraders
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Fortheyearended3lstDec,2005

Expenses Sh

Sh

Discountallowed 142,000 GrossProfit 520,000

Lighting 25,200 Rentreceived 120,000

Interestorloan 1,200 Netlossc/d 61,930

Generalexpenses 102,100

Repairsonbuilding 60,000

Repairsorrfurniture 72,030

Repairsonmotorvehicle 300,000

702,530 702,530

MALAMUTRADERS

BALANCESHEET

ASAT31stDEC2008

Sh Sh Sh Sh

FixedAssets Capital 1,400,000

Building 540,000 Lessloss 6,930

1,338,070

Furniture 408,170 loan 472,500

MotorVehicle 900,000 948,170

CurrentAssets

Stock 72,500 CurrentLiabilities

Debtors 116,900 189,400 Creditors 227,000

2037,570 2,037,510

150x100

(b) On1stJanuary2017,Majengotradershadksh.240,000cashinandBankcreditbalanceofkshs

270,000. Duringthemonth,thefollowingtransactionstookplace.

(10marks)

Jan2:Cashsaleofkshs200,000

5: Debtorsettledhisaccountofksh1,000,000bychequeless5%cashdiscount.

   15: Paidsalarieskshs50,000incash

   20:SettledcreditorsaccountsofKshs100,000bychequeless2%cashdiscount.

21:Receivedachequeforkshs84,000fromcharitytradersafterdeducting6%cash

discount.

    24: DepositedKshs100,000fromofficecash

    25:CashsaleKshs200,000bankeddirectly.

    26:AchequereceivedonJanuary5thfromadebtorwasdishonoured.
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    27:Purchasedgoodsworthkshs20,000oncredit.

    31:BankedallthecashexceptKshs80,000

Required:Prepareathreecolumncashbookdulybalanced.

MAJENGOTRADERS

THREECOLUMNCASHBOOK

FORTHEMONTHOFJANUARY2017

DR(Receipts) (Payments)CR

Date Particulars Disc

all

Cash Bank Date Particular

s

Disc

Rec

Cash Bank

2017

JAN

1ST 

2ND 

5TH

21ST

  24T

H

25TH

31ST

BAL.B/D

SALES

DEBTORS

CHARITY

TRADERS

CASH(C)

SALES

CASH

50,00

0

 5,40

0

55,40

0

240,00

0

200,00

0

84,600

440,00

0

          

          

950,000

100,000

200,000

   210,00

0

1,544,60

0

2017

JAN1s

t

15th

20th 

24th

26th

31st

BALANCE

B/D

salaries

creditors

bank

dishonore

dcheques

bankc

Balance

c/d

2,000

 2,000

50,00

0

210,00

0

  80,0

00

440,0

00

270,00

0

98,000

100,000

9,500

226,60

0

1,55,60

0

      Balanceb/d             80,000 266,600

Describetheprocedureofbalancingtheledgeraccounts.

(i) Identifytheaccounttitleandcalculatethetotalsoneachsideoftheledgeraccount

i.e.thedebittotalsandcredittotals.

(ii) Calculatethedifferencesbetweenthedebitandthecredittotals

(iii) Recordthedifferencesonthesidewiththesmallertotalsasbalancecarrieddown

(balancec/d)

(iv) Obtainthetotalsofeachsideafterenteringthebalancec/d.Iftherecordingand

calculationsarecorrect,thedebittotalshouldequaltothecredittotals.Writethe

totalsatthesameanddoubleunderscore.
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(v) Finallyrecordthebalanceontheoppositesideofthebalancec/dbelowthetotals

asbalancebroughtdown.(Balanceb/d)

ThefollowingbalanceswereextractedfromthebooksofJumaTradersasat31stDecember,2016.

                                                                                                       (10marks)

SHS

Landandbuildings 200,000

Capital 370,000

Prepaidrent                                             50,000

MotorVehicle 150,000

10yearbankloan 100,000

3yearsICDEloan   50,000

Stock(31/12/15)   50,000

Debtors   30,000

Creditors  30,000

Accruedexpenses  10,000

Cashatbank 50,000

Cashinhand 10,000

Drawings  20,000

Prepare:

i. Abalancesheetasat31stDecember2016.

ii. Determine:

 Workingcapital

 Capitalemployed

 BorrowedcapitaL

                  

               

Jumatraders

                 Balancesheet

       Asat31stDecember2016

Assets                         shsshs

Fixedassets

Landandbuilding        200,000

Plantandmachinery    50,000

 Motorvehicles          150,000

400,000

Currentassets

Debtors                      30,000

Stock                         50,000

Prepaidrent               10,000

Capitalandliabilities     shsshs

Openingcapital             370,000

Lessdrawings                 20,000

Closingcapital

                                 350,000   

Longtermliabilities

10yearbankloan       100,000

3yearICDEloan         50,000

50,000

Shorttermliabilities
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Cashatbank              50,000

140,000

                                                             

                                                            

540,000

Creditors                       30,000

Accruedexpenses         10,000

40,000

                                                       540

,000

Workingcapital.

Currentassets–currentliabilities

140,000–40,000= 1000,000

Borrowedcapital

Longtermliabilities=150,000

Capitalemployed

Workingcapital+fixedassets i.e100,000+400,000=500,000

ThefollowingtrialbalancewasextractedfromthebooksofCarsonTraderson31December

2005afterpreparingthetradingaccount.

Dr Cr

Capital

130,000

Drawings 27,000

Debtorsandcreditors 25,350

22,500

Stock31Dec.2005 25,000

Wagesandsalaries 31,650

GrossProfit 58,920

Discount 3,540 3,300

Advertising 3,130
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Baddebts 1,100

Generalexpenses 5,100

Rates 2,750

Cashinland 800

Cashatbank 3,300

Motorvehiclesatcost 11,000

Premises. 75,000

214,720 214720

Thefollowingadditionalinformationisprovided.

(a)Wagesdueshs.5,400

(b)Ratespaidinadvanceshs650

(c)Motorvehiclestobedepreciated20%oncost.

Youarerequiredtoprepare

(i)Profitandlossaccountfortheyearended31Dec.2005 (6mks)(ii)

Balancesheetsasat31stDec.2005 (4mks)

CarsonTraders.

ProfitandLossA/Cfortheyearended31stDec.2005.

Expenses sh. Sh.

Wagesandsalaries

31,650√

Add:Accruedwages 5,400√

37,050

Rates 2750√

Less:Prepaidrates 650√

2100

Depreciationnetveh. 2200√

Discountallowed 3540√

Advertising 3130√

Balancedebts 1100√

Grossprofit

58920√

Discountreceived

3300√
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Generalexpensed 5100√

Netprofit 8000√

62220 62220

ii) CarsonTraders

Balancesheetasat31stDec.2005.

FixedAssets sh. Sh.

Premises

75000√

Motorvehicles 11000

Less:depreciation 2200 8,800

83,800

CurrentAssets

Stock 25000√

Debtors 25350√

Prepaidrates 650√

Cashatbank 3300√

Cashathand 800√ 55100

138,900

Sh.

Sh.

Capita

130000

Add:Netprofit

8000√

138000

Less:Drawings

27000√

111,000

CurrentLiabilities

Creditors 22500√

Accruedwages 5400√

27900

138900

b)ThefollowingtransactionsrelatestoKonateTradersforthemonthofDecember2010.

Dec1stStartedabusinesswithsh.200,000intheBankaccount.

2ndBoughtfurnitureforsh,50,000andpaidbycheque

3rdSoldgoodsoncredittoTilashs,20,000;Katu10,000

4thBoughtgoodsoncreditfromKahamash30,000;Kangashs.40,000

5thReturnedfaultygoodstoKahamash5,000

6thPaidKahamaonaccountbychequeless10%cashdiscount.

7thReceivedfaultygoodsfromKatushs.2000

8thReceivedpaymentduefromTilaandKatubychequeless5%cashdiscount.

9thCashsalesshs.100,000

10thPaidforwagesshs.20,000bycashandelectricityshs.10,000bycheque.

11thDepositedallthecashinhandintothebankaccount.

Required:
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Prepareathreecolumncashbookdulybalanced (10mks)

KonateTraders

Threecolumncashbook

Asat31stDec2010

Date Details L.F D.A Cash Bank Date Details LF DR Cash Bank

1st/12

3/12

8/12

9/12

31/12

Capital

Tila

Katu

Sales

Cash c

1000

400

1400

10000

0

10000

0

20000

0

19000

7600

80000

30660

0

1st/12

2/12

6/12

10/12

11/12

31/12

31/12

Furniture

Purchases

Kahama

Wages

Electricity

Bank

Balance

c

c/d

250

0

250

0

20000

80000

10000

0

50000

40000

22500

10000

184100

30660

0

Kaptagattradershadthefollowingassetsandliabilitieson31stDecember,2017

Sh.

Creditors 280,000

Equipment’s 1,920,000

Furniture 103,550

Stock 800,000

Debtors 240,500

Bank overdraft 401,950

Cashinhand 291,000

Capital ?

DuringthefirstweekofJanuary2018,thefollowingtransactionstookplace.

2018

Jan 1.BoughtmoregoodsfromNCPBoncreditforsh.330,800

2.Purchasedacomputerandaccessoriesbychequesh.50,000

4.Paidcreditorsbychequesh.200,000

5.Receivedsh140,500bychequefromdebtors.
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6.Kaptagattradersputinanextrash.500,000intothebusiness,sh.300,000bycheque

andsh.200,000incash.

7.Kaptagattraderspaidtheoutstandingbankoverdraftusingthecash

fromthecashtill

Required.

a).AscertainKaptagattraderscapitalasat1stJanuary,2018 (4marks)

Capital =Assets–liabilities

=(1,920,000√+103,550√+800,000√+240,500√+291,000√)-

(280,000√+401,950√)

=2,673,100√

8√*½=4marks

b).DrawupKaptagattradersBalancesheetasat7thJanuary2018aftertheabove

transactionshavebeencompleted. (6marks)

Kaptagattraders

Balancesheet

Asat7thJanuary2018.√

Sh. Sh.

F.Assets Capital

2,673,100√

Equipment’s 1,920,000√ Add.Investments 500,000√

Furniture 103,550√ 3,173,100

Computer 50,000√

2,073,550

C.Assets C.Liabilities

Stock 1,130,800√ Creditors 410,800√√

Debtors 100,000√

Cash 279,550 √√ 1,510,350

3,583,900 3,583,900

ThefollowingbalanceswereextractedfromthebooksofMuteitraderson31st

December,2017.

Shs

Grossprofit 800,000

Generalexpenses 180,000

Buildings 1,250,000

Equipment 380,000

Capital 1,400,000

Furniture 117,000
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Insurance 48,000

Stock 25,000

Commissionincome 125,800

Discountallowed 55,000

Discountreceived 56,200

BankOverdraft 79,000

Salariesandwages 320,000

Creditors 90,000

Carriageoutwards 60,000

Debtors 65,500

Carriageinwards 34,500

Cash 51,000

Prepare:

a).Profitandlossaccountfortheperiodended31stDecember,2017.

b).Balancesheetasat31stDecember,2017. (10marks)

Muteitraders

ProfitandLossaccount

Fortheyearended31/12/2017√

Shs Shs

Generalexpenses 180,000 √ Grossprofitb/d

800,000√

Insurance 48,000 √ Commissionincome 125,800 √

Discountallowed 55,000 √ Discountreceived 56,200√

Salariesandwages 320,000√

Carriageoutwards 60,000√

NetProfit 319,000√

982,000 982,000

Marking10√*½=5marks

Muteitraders

Balancesheet

Asat31/12/2017

FixedAssets Shs Shs

Buildings 1,250,000√ Capital 1,400,000√

Equipment 380,000√ AddNetProfit 319,000√

Furniture 117,000√ 1,719,000

1,747,000

Currentassets Currentliabilities
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Stock 25,000√ Creditors 90,000√

Debtors 65,000√ BankOverdraft 79,000√

169,000

Cash 51,000√ 141,000

1,888,000 1,888,000

Discussfiveerrorsthatmaynotbenoticedinatrialbalance.(10marks)

(i)Errorofomission

Thisisanerrorwhereatransactioniscompletelyomittedfromthebooks.Noentriesweremade

atallforthetransaction.Itis

asifthetransactionhasnotexisted.

(ii)Errorofcommission

Inthiscase,doubleentrywasobservedbutthetransactionwaspostedtoawrongaccountof

thesameclass.Forexample

goodssoldtoJohnwascorrectlycreditedtoRevenue(Sales)accountbutdebitedtoJane‘s

account.

(iii)Errorofprinciple

Doubleentryobservedbutanentrymadeinthewrongclassofaccount.Forexample,payment

bychequeforvehiclerepairs

correctlycreditedtobankaccountbutdebitedtovehicleaccountinstead.Inthiscase,notonly

theaccountiswrong

(vehicleinsteadofvehiclerepairs)butalsotheclassofaccountisdifferent.Vehicleaccountisa

realaccount(asset)whereas

vehiclerepairsaccountisanominalaccount(expense).

(iv)Erroroforiginalentry

Thetransactionwascorrectlyrecordedaccordingtothedoubleentrysystembutwiththewrong

amount.Forexample,

paymentoftelephoneexpensesincashofshs560wascreditedtocashaccountanddebitedto

telephoneexpensesaccountbut

byshs600inbothaccounts.

(v)Completereversalofentries

Foragiventransaction,theaccounttobedebitedwascreditedandtheaccounttobecredited

wasdebited.Forexample,

goodssoldtoNadiaforshs500wasdebitedtoRevenue(Sales)accountandcreditedtoNadia‘s

account,bothbyshs500.

(vi)Compensatingerrors

Errorsonthedebitsideoftheledgerhavebeensetoffbyerrorsonthecreditsideoftheledger.

Forexample,vehicleaccount

(debitbalance)andcommissionreceivedaccount(creditbalance)werebothunderstatedby

shs200.

(vii)Errorofduplication

Atransactionwasrecordedtwiceintheledger.Doubleentrywasobservedineachcase.

ExplainfivetypesofthedocumentsthatmakesBooksofAccounts.

(i)Invoice–Thisisadocumentsentbythesellertothebuyerdemandingpaymentforgoods

supplied.Itshowsdetailsof

goodssold/boughoncredit/sourcedocumentforsale.
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(ii)DebitNote–Adocumentsentbythesellertothebuyertocorrectundercharge.Usedwhen

theinvoiceshowsalesser

amountthanwhatisactuallyowed/additionalinvoice/whenemptycontainershavenotbeen

returned(andhencetobe

charged).

(iii)CreditNote–Adocumentsentbythesellertothebuyertocorrectanovercharge/Itis

usedwhengoodsarereturnedto

theseller/becausetheyaredefective/nottheonesordered/theywerenotrequired.

(iv)Receipt–Thisisadocumentissuedbythesellertothebuyerwhenpaymentismadefor

goods/servicesincash.

(v)Consignmentnote–tosupporthirecarriageservices/showstransportcharges.

(vi)Bankdepositslips–Evidenceofpayingmoneyintobank/sourcedocumentforcashreceipt.

(vii)Bankstatement–asummary/detailsoftransactionbetweentradersandbank.

(viii)Statementofaccount–Thisisadocumentsentbythesellertothebuyershowingdetails

oftransactionsforonemonth

witharunningbalanceshownwitheachentry/closing/openingbalance.

(ix)Paymentvoucher–Adocumentusedtovalidatepaymentforservices/goodsrendered.Itis

usedbyacashierand

signedbytheserviceprovider/payee/recipient/documentinggoodsforpettycashbook.

(x)Remittanceevidencenote–Thisisadocumentthataccompaniesachequeissuedfor

settlementofadebt.Itprovides

informationonthepayment.

ThefollowingtransactionstookplaceinthebusinessofDarasileTradersinKisumuyear2013.

July1st:StartedbusinesswithcapitalincashKshs.150,000.

July2nd:OpeningabankaccountanddepositedKshs.30,000.

July3rd:BoughtbuildingsincashKshs.60,000.

July4th:BorrowedaloanincashKshs.20,000.

July5th:BoughtstationerybychequeworthKshs.6,000.

July6th:RepaidpartoftheloanbychequeKshs.10,000.

Required:

(i)Recordtheabovetransactionsintheirvariousledgeraccounts.(6mks)

(ii)Prepareatrialbalance.(4mks)

On1stJanuary2015,Ngunjirihadshs.15,000inhandandbankoverdraftofsh.25,000.

Duringthemonththefollowingtransactionstookplace:

January2:Cashsalesdirectlybankedsh40,360

―4;Boughtstockofgoodsincashsh.2,400

―6:Receivedachequeofsh.97,800fromKaranjaafterallowinghimacashdiscountofSh.

2,200.

―9:PaidMung‘athia,acreditorsh.65,800bychequeafterdeducting6&cashdiscount.

―14;Paidsalariessh.8,000incash.

―17:Mwatela,adebtorsettlehisaccountofsh.75,000bychequeless10%cashdiscount.

―24;Withdrawsh.30,000frombankforofficeuse.

―28:Boughtstationeryincashsh.10,000.

―31;Withdrawsh.7,000frombankforprivateuse.

Required

Preparethethreecolumncashbookdulybalanced. (10marks)
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THREECOLUMNCASHBOOK
DrCr

Date Details
L.
f

Disc.
All
Sh.

Cash
Sh.

Bank
Sh.

Date Details L.F
Disc.
Rec.
Sh.

Cash
Sh.

Bank
Sh.

1/1/2015
2/1/2015
6/1/2015
17/1/201
5
24/1/201
5
31/1/201
5

Balanc
e
Sales
Karanja
Mwatel
a
Bank
Balanc
e

B/f
C
b/
d

2,20
0
7,50
0
____
9,70
0

15,00
0
30,00
0
_____
45,00
0
24,60
0

40,36
0
97,80
0
67,80
0
______
205,6
60
77,860

1/1/2015
4/1/2015
9/1/2015
14/1/2015
24/1/2015
28/1/2015
31/1/2015
31/1/2015

Balance
Purchases
Mung‘athi
a
Salaries
Cash
Stationerie
s
Drawings
Balance

B/f
C
C/d

4,20
0
____
_
4,20
0

2,400
8,000
10,000
24,60
0
______
45,00
0

25,0
00
65,8
00
30,0
00
7,00
0
77,86
0
____
___
205,
660
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chemistryform1--4

Biologyform1-4

Physicsform1--4

Agricultureform1--4

Businessform1--4

Creform1--4

Historyform1--4

Computerform1--4

Geographyform1--4

Homesciencef1--4

I.R.Estudiesf1-4

Frenchnotes

Setbooksguides

Primaryschoolnotes
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