
Business studies Paper one 
Marking scheme

1. Factors of production
-Land
-Labour
-Entrepreneurship
-capital                                                                                    (4x1=4 marks)                

2. Ways of offering after sale services
-    Repairs 
- maintenance/service of bought and damaged items
· Advice on how to operate the product.
· Installation of equipment / machine.
· Overhauling / rehabilitation of old machine.
· Transportation of items sold
· Provision of spare parts at reduced costs.                         (4x1=4 marks)                

3. Circumstances of using cheques
- When the amount involved in the transaction is high 
- When a seller insist on payment by cheque/business  policy 
· When evidence of payment is required
· When payment is to be directed into the payees account 
· When the terms of sale is cash with order
· When there is need to ensure safety of money being transferred 
· When the drawer does not want to get the bank.
· If it is government policy                       	                           (4x1=4 marks)
4. Why practice ethical practices
-    To ensure fair competition
· To protect consumers from exploitation
· To protect the environment 
· To protect the rights of employees
· To promote social responsibility
· To maintain positive image
· To abide by the country”s laws.
· To maintain suppliers
· To promote positive  cultural practices                                (4x1=4 marks)


5. Merits of youthful population
- Less expensive on social security and expansion
· Wider market for goods meant for the youth e.g. clothing  
· Guarantees continous supply of labour 
· Flexibility to technological changes which improves production.
· High mobility labour force
· Availability of diverse talents.
· Increases innovation and invention due to their entrepreneurial energies.                                                               (4x4 marks)	
6 Features of liners                                            (4x1=4mks)
-   Call at ports at regular intervals
· Follow a regular route 
· Form associations / conferences to protect themselves against unfair competition.
·  Charge fixed freightage regardless of demand 
· Call at specific ports
· Ferry passengers and cargo.                                                             


7                                                       Mango traders
Trial balance
As at 31/12/2015
	Particular /details 
	Dr(sh)
	Cr(sh)

	Sales 
Purchases 
Return inwards 
Return outwards 
Salaries 
Capital 
Bank loans 
	
170,000
10,000

30,000


	100,000


20,000

40,000
50,000

	Total 
	210,000
	210,000


(10 ticks x1/2 =5 marks)
8 Why privatization
-To promote ownership of the business by the public 
-To reduce public expenditure on the same.
· Because of consistent loss making by corporations
· To earn revenue that it can use on other important projects.
· To encourage competition in provision of goods and services (4x1=4mk
9.Functions of IBRD bank.
-Provision of finance to member countries to foster economic development 
· Issuance of loans to developing countries at concessionary rates for project development.
· Provision of personnel to facilitate project appraisal 
· Training local personnel in project appraisal and implementation
· Supervise member countries management of public finance.
· Promote long term growth in member countries e.g removal of barrier 
· Advances money to finance BOP deficit
· Approving development plans from members for funding          (4x1=4 marks)
10. 										
Ayuma enterprises
Profit and loss account
For the year ended 31/12/2015
	Particulars 
	Dr 
	Particulars 
	Cr 

	Salaries 
Carriage outwards 
Discount allowed 
Net profit carried down 
	300,000
 10,300
 21,000
 98,000
420,000
	Gross profit 
Rent income 
Dividend received 
	120,000
100,000
200,000

420,000



(10x1/2=5 marks)

11.Reasons for positive shift in demand 
      -Consumers incomes may have  increased 
· Increase in population in the market 
· Charge in  tastes and preferences in favour of the product 
· Decrease in price of a joint product.
· There may have been future expectation is increase in prices of the product.
                                                                                      (4 x1=4marks)							
12. why use of credit cards 
          -   It  is portable hence easy to carry in making purchases
· It  enables its holder to obtain credit 
· It can be used to get cash from bank out lets
· It can be used to make large purchases
· It is more secure than cash
· It is fashionable/ prestigious way of making payments       (4 x1=4marks)
13. Circumstances of using CWO terms 
       -   If the customer is new to a seller 
· When the buyer’s credit worthiness is in doubt 
· When the policy of the seller is not to advance credit
·  if the business is being conducted through the post 
· When the seller wants money for restocking                          (4x1=4 marks)

14.   Principles of insurance 
          -  principle of outmost goodfaith
- principle of insurable interest
-principle of indemnity
-principle of sabrogation
-principle of contribution                                             (4x1=4 marks)
 	
15. Levels of inflation 
      -Hyper inflation / runaway inflation
           -Galloping inflation / rapid.
· Stagflation
·  Creeping inflation / mild moderate / gradual / persistent            (4x1=4 marks)
16. Benefits of export processing zone to a country 
 -It creates market for locally produced raw materials 
· A country earns some revenue after tax free period.
· It leads to creation of employment opportunities –
· incentives given by the government encourage exports
· It stimulates industrialization. 
· It encourages foreign investors.                                                  (4x1=4 marks)
17. Monetary polices used by central bank 
      - Increase in bank rates that would increase the cost of borrowing hence     reduce money supply
· Increase in compulsory deposits requirement will leave less than the banks can lend out.
· Making commercial papers attractive increasing their sales hence withdrawing  money  from the economy
· Selective credit contral where the CB selects the sectors to be given credit.
· Use of moral suasion to redirect plans for money spending
4x1=4marks)
18. Demerits of using letters 
          -  Has no immediate feedback
· Not suitable for illiterate people.
· It lacks personal appeal
· It has no room for persuasion / convincing 
· It is time consuming to prepare and to reach the recipient         (4x1=4 marks)
19 Features of public limited companies 
            -They must have a minimum of the 7 and no maximum 
· Their shares and debentures are said  to the public
· It can sell its shares at the stock exchange market
· Must be issued with the certificate of trading to commence business
· It has a legal entity
· It is managed by a board of directors.                 (4x1=4mks)

20. 										
Moja traders
Two column cash book
	Date 
	Details 
	F 
	Cash 
	Bank 
	Date 
	Details 
	F 
	Cash 
	Bank 

	2015 
1/1 
2/1
15/1
25/1
	
Bal b/f 
Sales 
Debtors 
Bank 

	



C 
	
10,000
12,000

5,000

	


35,000
	2015 
1/1 
10/1
25/1
29/1
31/1
	
Bal b/f
Wages 
Cash 
Creditors 
Bal c/d  
	


c
	

2,000

3,000
22,000
	
20,000

5,000

10,000

	
	
	
	27,000
	35,000
	
	
	
	27,000
	35,000

	1/2
	Bal b/f 
	
	22,000
	10,000
	
	
	
	
	


                                                                                    (10 ticks x1/2=5 marks)
21. How productivity of workers can be improved	(4 x1=4marks)
· Improve pay package
· Recruit staff based on  qualifications
· Improve on terms or conditions of service e.g. fringe benefits, like house, medical allowances etc.
· Provides opportunities for further training in professional skills
· Avail all required facilities
· Promotions be based on merit
· Provide staff welfare e.g. housing, school, medication, security etc
· Use modern technology.
22.Sources of monopoly power 
           -  Large capital requirements that can only be effected by the firm
· Where the firm controls supply of an important raw material 
· Where a firm has an exclusive technical knowhow in production of a certain commodity
· Existence of a very small market situation that doesn’t allow for competition.
· a firm given exclusive monopoly right by the state 
· where  firms merge into a single firm                                   (4 x1=4marks)
23. Differences between ordinary and preference shares										
	Ordinary shares 
-Do not have a fixed rate of dividends
-Dividends paid last
-shareholders Have voting rights
-Irredeemable
-Non- cumulative
	Preference shares
- have a fixed rate of dividends
-Dividends paid first
-Shareholders have no voting rights 
-Are redeemable.
-Can be cumulative 


  
24.Characteristics of underdeveloped countries         (any 4x1=4mks)
- Low per capita income
· Large income disparity
· High dependency ratio
· Poor standards of living 
· Poor governance
· Low literacy levels
· Over reliance foreign existence
· Underutilization of resources
· High levels of unemployment
· Poor health care 
· Low levels of investment 
· Low life expectancy 
· Over reliance in primary method of production 
· Poor infrastructure
25 Explaing terms 
Franco. -Free of expenses /price quoted include all charges up to and including delivery of goods to buyers premises                  (1 mk)
       (FAS.) Free alongside ship – price quoted include cost of goods, carriage charges to the docks and dock handling charges.                        (1 mark)

