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INSTRUCTIONS TO CANDIDATES
· Answer all questions in the spaces provided in the question paper
· All your working to be shown
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1.  Identify the level of production from the following activities. (4mks)
Activities				levels of production
a) Harvesting maize				--------------------------------------
b) Insurance					----------------------------------------
c) Oil refining					----------------------------------------
d) Painting a home                                                      -------------------------------------

2. State FOUR characteristics of economic resources (4mks)
a)__________________________________________
b)__________________________________________
c)___________________________________________
d) ___________________________________________

3. . State FOUR challenges that a new entrepreneur will face in Kenya. (4mks)
a) __________________________-_________________________
b) 
c) _______________________________________________________
d) 
e) _______________________________________________________-
f) 
g) ________________________________________________________
4. State four advantages of using partitioned office layout in an organization. (4mks)
a. ______________________________________________________
b. ______________________________________________________
c. ______________________________________________________
d. ______________________________________________________

5. State the business document to which each of the following statements relate to (4mks)
a. A request by the seller for payment in advance____________________-
b.  To inform the buyer when goods were dispatched and the means used _____________________
c. To acknowledge a debt without promising when to pay _________________
d. Informs the prospective buyer that his order has been received and is being acted upon _______________________-
6. Complete the table given below by indicating the account to be debited and the account to be credited. (4 Mks)
	
	Transaction
	A/c to be debited
	A/c to be credited

	a
	Started business with Sh. 70,000 in cash
	
	

	b
	Deposited sh. 4,000 into business bank account from private sources
	
	

	c
	Purchased goods that are worth sh. 65,000 on credit from Mugure Traders
	
	

	d
	Withdrew Sh.5, 000 cash for own use.
	
	



7. Outline FOUR reasons why it is advisable to take an endowment policy instead of whole life policy.     												(4mks)
a. ______________________________________________________________________________
b. ______________________________________________________________________________
c. ______________________________________________________________________________
d. ______________________________________________________________________________
8. State FOUR benefits that the government of Kenya may get from a bonded warehouse (4mks)
a. ______________________________________________________________________________
b. ______________________________________________________________________________
c. ______________________________________________________________________________
d. ______________________________________________________________________________
9. Indicate in the spaces provided the type of ledger in which the following accounts are classified.   													(4mks)
Ledger A/C					Classification
a) Rent income					_________________________
b) Premises					_________________________
c) Creditor					_________________________
d) Drawings					__________________________

10.  State four characteristics of under development                 		(4mks).
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
11. Outline FOUR factors in the external environment that may negatively affect performance of the business (4mks)
a. ______________________________________________________
b. ______________________________________________________
c. _____________________________________________________
d. ______________________________________________________
12.The following details were extracted from super loaf bakers:
                                                                                      Shs
Stock on 31st December 2011				100,000
Stock on 1st January 2011					120,000
Purchases								400,000
Sales									650,000
Return outwards						5,000
Return inwards						          4,500
Carriage outwards				  		17,000
Carriage inwards						23,000
Salaries								40,000
Postage								31,000
Rates									18,000
Capital							   	1,000,000
Discount received						51,500
Required
Calculate: (i) Cost of goods sold (1mk)
                  
                    (ii) Gross profit (1mk)

		(iii) Margin (1mk)

		(iv) Average stock (1mk)
13. In 2012 Kenya experienced high inflation. Outline FOUR negative effects of inflation which Kenyan citizens experienced during that time. (4mks)
a. _____________________________________________________________
b. _____________________________________________________________
c. _____________________________________________________________
d. _____________________________________________________________
14. Highlight FOUR reasons why increase in per capita income does not imply improved standards of living in a country. (4mks)
a. _____________________________________________________________
b. _____________________________________________________________
c. _____________________________________________________________
d. _____________________________________________________________
15.Differentiate between monopolistic market and an oligopolistic market.(4mks)
											(4mks)
	Monopolistic
	Oligopolistic 

	i)
ii)
iii)
iv)

	i)
ii)
iii)
iv)


16.  Identify FOUR factors that may enhance a healthy business environment in a country.	(4mks)
	
a)…………………………………………………………………………………………………………………………………………………
	b)…………………………………………………………………………………………………………………………………………………
	c)………………………………………………………………………………………………………………………………………………….
	d)…………………………………………………………………………………………………………………………………………………
17. Highlight FOUR possible causes of structural unemployment in Kenya. (4mks)
a. ______________________________________________________________________________
b. ______________________________________________________________________________
c. ______________________________________________________________________________
d. ______________________________________________________________________________
18. State FOUR measures that Kenya may take to promote her exports (4mks)
i. ______________________________________________________
ii. ______________________________________________________
iii. ______________________________________________________
iv. ______________________________________________________
19. Outline FOUR benefits of using e-mail in communication.  	(4mks)
i. ______________________________________________________
ii. _____________________________________________________
iii. _____________________________________________________
iv. _____________________________________________________
20. Outline FOUR shortcomings of using indirect taxes as a means of raising government revenue. (4mks)
i. ______________________________________________________________________________
ii. ______________________________________________________________________________
iii. ______________________________________________________________________________
iv. ______________________________________________________________________________
21. Outline FOUR ways in which the local authorities can improve the services they render to people (4mks)
a. _____________________________________________________
b. _____________________________________________________
c. _____________________________________________________
d. _____________________________________________________
22. Highlight four circumstances under which personal selling may be used (4mks)
a. __________________________________________________
b. ____________________________________________________
c. ______________________________________________________
d. ______________________________________________________
23. Highlight FOUR factors that may discourage the location of firms in an area (4mks)
i. ______________________________________________________
ii. ______________________________________________________
iii. ______________________________________________________
iv. ______________________________________________________
24. Highlight FOUR ways that Central Bank uses to control the operations of commercial banks in Kenya (4mks)
i. ________________________________________________
ii. _________________________________________________
iii. __________________________________________________
iv. __________________________________________________

25.	State four ways in which the government can influence an increase in the demand for a product (4mks)
a)……………………………………………………………………………………………………..…………………………………………
	b)…………………………………………………………………………………………………………………………………………………
	c)…………………………………………………………………………………………………………………………………………………
	d)……………………………………………………………………………………………………………………………….................
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