KABRAS WEST SUB-COUNTY
JOINT EVALUATION TEST
MARKING SCHEME PP1 BUSINESS STUDIES
1. State four functions of an entrepreneur in production. (4marks)
i) Starts the business
ii) Bear risk
iii) Pays for expenses
iv) Looks for necessary resourses
v) Controls the business
vi) Enjoy profit/ Suffer losses
2. State four reasons why consumers have to make a choice between competing needs.( 4mks )                           
i) -Because resources available are scarce
ii) -Human wants vary in urgency and intensity
iii) -Variation in interests and preferences of human wants 
iv) -Human wants are too many to be satisfied at once 
v) -Due to quality of goods in the market
vi) -Due to government policy
3. State whether each of the following falls under manufacturing or constructive production.(4mks)									

	    Activity 
	Manufacturing or constructive production

	a) Food processing
	  manufacturing

	b) House building
	 Constructive

	c) Cloth making
	Manufacturing

	d) Juice processing 
	Manufacturing





4.	One of the causes of a business success is proper management of workers. Outline any four indicators that show workers are not properly motivated.        (4marks)
i) Absenteeism or being late to work
ii) Zoning out in meetings or withdrawing from contributing
iii) Missed deadlines
iv) Apathethic behavior such as switching off the phone, inciting other colleagues, complaining about minor issues like food, cleaners etc
v) Leaving work place too early
5.For each of the business transaction given below, name the ledger account to be debited and to be credited.
	Transaction
	                 DR
	                          CR

	a) Proprietor took goods worth 3,000 for family use
	  
Drawings a/c
	
Purchases a/c

	b)Brought in personal Van and made it to be a business asset.
	
Van a/c
	
Capital a/c

	c)Transferred sh10,000 to a private bank account
	
Drawings a/c
	
cash a/c

	d)Made a profit of ksh 20,000 from sale of a business car 
	
Capital a/c
	
Motor vehicle a/c


6.	Outline four documents required by the registrar of companies to facilitate the registration of a limited liability company.                                      (4marks)
i) Memorandum of Association
ii) Articles of Association 
iii) A list of directors
iv) Statement of company share capital
v) Declaration form
7.Highlight four measures that may be taken by a government to attract firms to an area.  
i) Offer free or cheap land 
ii)Offer subsidies
iii) Offer direct financial support
iv) Tax exemptions/holidays
v) Improved infrastructure                                                                                                    
8.Outline any four items included in calculation of national income using income approach method.                                                                                                                      (4marks)
i) Salaries/wages/personal earnings by households
ii) Interest received for use of capital
iii) Profits made by public enterprises
iv) Dividends received by shareholders
v) Rent received for use of land
vi) Ploughed back profits
vii) Stock appreciation
viii) Transfer payments
ix) Depreciation on capital
x) Income from exports
xi) Payments for imports

9. Advantages of using courier services in sending mail and parcels.	           .(4marks)
i) Readily available 
ii) Convenience as it offers door to door services 
iii) It fast  in delivery of goods 
iv) Its reliable 
v) Provide secure delivery options
vi) Senders and recipients can track parcels in real time(transparency)
vii)Services like same day,overnight can schedule deliveries make it easier to choose based on urgency and budget.
viii)They are relatively cheaper

10. Juma and Roy bought a house jointly for  ksh  8,000,000 with Juma contributing Ksh 5,000,000 .They insured the house against  fire for Ksh6,000,000. Fire destroyed part of the house valued Ksh 4,000,000. Calculate how much each will get as compensation. Give a reason for your answer.      
Compensation = (value of the policy ÷ value of property) ×loss
(Ksh 6,000,000÷  Ksh 8,000,000) ×ksh4,000,000   =ksh 3,000,000
Ratio of Juma to Roy = 5,000,000 :3,000,000 = 5:3
Juma  got 5/8 ×3,000,000 = ksh 1,875,000
Cynthia got 3/8 ×3,000,000 =ksh1,125,000
Reason; the property was under-insured hence the loss is shared between the insurer and the insured.
11. Highlight any four measures that the government has taken to reduce road carnage on the Kenyan roads.                                                                                                         (4marks) 
i) 	introduction of traffic lights on busy roads
ii) 	introduction of digital  speed governors
iii) 	introduction of strict traffic laws such as use of Alco blows to tame drunk drivers
iv)	mandatory vehicle inspections
v) 	road safety campaigns
vi) 	retesting of drivers and review of licenses
vi) Use of road safety technology ie speed gun
vii) Improvement of road infrastructure/ widening of roads/ Dual carriage ways/Express ways 
12.Kenya exports flowers to Europe. Describe any four channels that the Kenyan flower farmers would use to ensure their goods reach consumers in  Europe.      (4marks)
 Kenyan flower farmers                         foreign   Consumer 
Kenyan flower farmers		 foreign Retailer 			foreign   Consumer
Kenyan flower farmers	foreign Wholesaler 	      foreign Retailer           foreign Consumer
Kenyan flower farmers	foreign Agent		 foreign consumer
13.State four characteristics of mail order stores.                        (4marks)
- Sell goods through post office / online
- Advertise goods through media eg print, electronic, journals, internet
- Transactions carried out through post office / internet
- Customers do not visit the business premises
- Sell on basis of COD or CWO
- May have large warehouses

14.Highlight the use of the following documents in home trade.                                     (4marks)  
a) IOU: A written acknowledgement of a debt by a debtor to a seller, does not specify when the debt will be settled 
b) Goods returned note: Sent to the seller by the buyer informing him of goods not accepted because of varied reasons eg damaged, wrong size
c) Advice note: Sent to the buyer by a seller informing him that goods have bee dispatched
d ) Catalogue : A booklet that briefly describe the goods a seller stock in form of attractive and colourful pictures
15. The following transactions were extracted from the books of Kisian traders           (4marks)

     1st April 2025, Sold goods worth ksh. 24,000  to Onyango and payment was made by cash.
     3rd April 2025, purchased furniture worth ksh. 140,500 on credit. 

Required: Post  the above transactions into their relevant ledger accounts
Dr 					Sales account				               Cr
	Date 
	Detail 
	Folio
	Amount
	
	Date 
	Details
	Folio
	Amount 

	
	
	
	
	
	1/04/2025
	Cash 
	
	24,000



Dr 				Cash account					Cr
	Date 
	Detail 
	Folio
	Amount
	
	Date 
	Details
	Folio
	Amount 

	1/04/2025
	Sales
	
	24,000
	
	
	
	
	



Dr 					   Purchases account					Cr
	Date 
	Detail 
	Folio
	Amount
	
	Date 
	Details
	Folio
	Amount 

	3/04/2025
	Creditor
	
	140,500
	
	
	
	
	



Dr 			                           Creditor’s account					Cr
	Date 
	Detail 
	Folio
	Amount
	
	Date 
	Details
	Folio
	Amount 

	
	
	
	
	
	3/04/2025
	Purchases
	
	140,500



16.      The  following information relates to Onyango and Sons traders for the year 2025.
i) 	Closing capital (31.12.2025) Ksh. 300,000
ii) 	Onyango and Sons traders converted his personal motorcycles valued at Ksh60,000 into business use.
iii) Onyango and Sons traders had been taking goods monthly worth sh 5,000 for personal use.
iv) Incurred losses amounting to Ksh 35,000

Required; Determine Onyango and Sons’ initial capital as at 1.1.2025.                     (4marks)           
CC=IC+I+P(-L)-D
300,000 = IC +60,000-5,000-35,000√√
INITIAL CAPITAL = 300,000-20,000√ 
= Ksh. 280,000√
4√ x 1 = 4marks





17.Outline circumstances under which a trader may find it necessary to use rail transport.(4mks)
i) When goods to be transported are heavy and bulky since train has large carrying capacity
ii) When the trader wants to save on cost of transportation over long distance.
iii) When transporting goods of high value that require higher level of security since a train has a wagon that carry security personnel.
iv) Need to reduce effect of extreme weather condition that greatly affects other means of transport.
v) Need to deliver goods within a specified duration since trains follow a fixed schedule
vi) When  the trader wants to  avoid traffic congestion that greatly affects road transport.

17. food and drugs Act protection of consumers
i) Prohibit sale of unfit food snd drugs
ii) Prevent deception through regulation, e.g. labeling 
iii) Prescribe standards
iv) Set health standards for preparation of food and drugs
v) Regulate importation/exportation  of foods and drugs
vi) confiscate substandard items and punish offenders 
18. Highlight four functions of a proforma invoice.
i) Act as a quotation
ii) Polite request for payment before delivery
iii) issued when the firm does not want to sell on credit
iv) Serves as a basis for securing imports/exports approval
v) State the amount to pay when goods/services are accepted 

20. . From the equation given below relate to quantity demanded and quantity supplied at the equilibrium point. 
Qde = 4P+50
Qse = 8P+22	
Determine the equilibrium price and quantity		(4 marks)
At equilibrium Qde=Qse
8P+22 = 4P+50
8p-4p = 50-22
4p = 28
P=7
Pe=7
Qe = [4x7]+50] =78

21. State any four factors influencing the amount of money held for precautionary motives.  									                         (4marks)
i)level of income
ii)family status
iii)age of the individual 
iv)number of dependants 
v) individuals temperament
vi)duration between incomes 




22. Outline four features of Oligopoly competition as a market structure.. (4 marks)
· There exist few large firms controlling the market
· There is interdependence of firms in pricing and output
· Some firms have differentiated products/differentiated oligopoly
· Some firms have homogeneouse product/Pure oligopoly
· Some firm involve in collussion/cartels
· Non price competition
· Price rigidity/sticky prices
·  High barrier to entry
· Imperfect competition with market powers





23. Given below are some tasks performed by office machines. Identify the machine used to perform each task. (4 marks)

	TASK
	MACHINE

	(a) Sending and receiving verbal messages
	telephone 

	(b) Cutting papers into the required sizes
	Guillotines  

	(c) Printing stamp impressions on envelopes
	Franking machine 

	(d) Sending printed diagrams, charts, maps, etc.
	Fax machine 



24.The following information was obtained from the books of  Meri Traders as at 1st July 2025.
Shs
Shs
	Furniture 				40 000
	Stock					84 000
	Creditor				17 000
	Cash bank				45 000
	Accrued rent				50 000

	Prepare Meri Traders’s balance sheet as at 1st July 2025.			(4marks)


     Meri Traders
 Balance Sheet
 As at 1st July 2025.
Assets
Fixed assets
Furniture          40,000√

Current Assets
Stock   84,000√
Bank    45,000√	      129000√
		       169,000




Capital &   liabilities
Capital	                  102,000√


Short term Liabilities
Creditors	      17,000√
Accrued rent           50,000√
√		    169,000










8√ x 1/2  = 4mks
25.Record the following transactions in the relevant subsidiary books.                         (4marks)
10th June  2024: Office furniture worth sh 180,000 was sold on credit to MEC Cafeteria  for sh190,000. 
15th June 2024:  Purchased motor van on credit from General motors for sh 425,000.
General Journal √
	Date
	Particulars 
	folio
	Dr (Sh)
	Cr  (Sh) 

	10/06/2024




15/06/2024  
	MEC Cafeteria a/c
      Office furniture a/c
      Gain on disposal a/c
(being a credit sale of office furniture at a gain of ksh. 10,000 to MEC Cafeteria)√
Motor Van a/c
     General Motors a/c
(being a record of purchase of Motor van on credit from General motors)√
	
	190,000√






425,000√


	
180,000√
10,000√





425,000√


8√ x 1/2  = 4mks


1

