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1. Risks against which a shopkeeper may insure
· Occupational hazards for employees- risk against possible harm on employees on  duty/workman’s compensation
· fire-loss of property due to fire
· Theft and burglary- loss of property due to break- ins
· Goods on transit
2. Considerations that a seller should take into account before giving credit to a new customer.
· Reliability- check if the customer is an honest per son who can honor the debt as Agreed/character
· Ability to pay – find out if the customer is an honest per son who can honor credit.
· Capital- check whether the customer has assets that can cover all his liabilities 
· Collateral- checks whether the customer has resources to repay the credit to make sure that credit is covered.
· Prevailing economic conditions-consider if the status of the economic climate is healthy to warrant giving the credit
· Credit period
· Amount of stock available
3. Assumptions associated with perfect competition
· Large number of seller and buyers exist in the market
· Production of identical (homogeneous) products by different firms.
· There is no government interference
· There is free entry and exit from the industry
· Uniformity of buyers and sellers				
4. Types of unemployment and their causes.
· Cyclical employment due to relatively low general demand for goods and service
· Structural unemployment due to technological unemployment 
· Seasonal unemployment-due to relatively low demand for labour at certain times of the year
· Frictional unemployment due to time lags i.e. time taken in changing jobs 
· Involuntary unemployment – wanting jobs at prevailing wages and cannot get them.
5. Benefits of electronic filing
· Easy access
· Reduction of labor costs
· Less storage facilities
· Update with ease
· Less paper work
· Environmental friendly
· Use of network
· Less time taken
· It is safe
· Production safety
6. Social responsibilities of manufacturing firm
· Participation in community programmers
· Applying appropriate waste disposal management
· Providing affordable products to the community
· Conservation of the environment
· Community development
· Provision of employment
· To engage family members in employment
· Positive cultural practice
· Encouragement from family members and friend
· Availability of infrastructure
· Availability of market
· Hobbies interests and talents
· Modern technology
7. Reasons why one would prefer a letter to telephone to send a message
· Provides evidence
· Can be filed for future reference
· Relatively cheap
· Appropriate for complex messages
· Appropriate for confidential information
8. Increase
· Decrease
· Not effect
· Decrease

9.                                            Chebi traders
                                           Trial balance 
                                          As at 31 st march 2005 
				Sh.			Sh.
Sales 							240,000
Purchases			240,000
Motor Van			300, 000
Equipment			120,000
Debtors			  80,000
Creditors						440,000
Expenses			160,000	
Capital							440,000
Sales				900,000		900,000	8x1/2 = (4 marks)



10. Complains that may be received from consumers include the following
· poor quality of goods and services/ damaged
· incorrect weight and measures
· unfair  pricing
· poor hygienic conditions
· Expired goods
· Non- compliance to building regulations
· Contra- band items. Prohibited goods
· Harmful goods
· Hording
· Misleading advertisement
· Environmental pollution
· Technological sides effects
· Breach of contract
11. Negative effects of production on community health
· Air pollution cause airborne diseases
· Water pollution causes water borne diseases
· Congestion – Congestion created as more people come to look for  work ( job)
· Noise – pollution – causing haring facilities- demand for health facilities increase
· Solid waste pollution – causing many diseases
· Environmental degradation- This may lead to health problems
· Social evils e.g immorality
· Occupational hazards
· Unhealthy production
· Global warming
12. Negative effects of an ageing pollution to an economy include
· Deficiency of an economically active labour/ low labour supply
· Increase in welfare costs
· Need to import  labour that  effect the  foreign exchange reserves
· Dependency ratio increases
· Rigidity to change
· Fall in demand for goods and services required  by the youth
· Less progressive/ low savings and low investments
13. Documents for the descriptions are
· Catalogue
· Invoice
· Statements of account
· Cash sale receipt
	
14.                                     MZALENDO TRADERS
					Cash book
				For the month of January 2006
	Date 2006
	Particulars
	Discount
	Bash
	Bank
	Date
	Particulars
	Discount
	Cash
	Bank

	
Jan-01
16
31

	
Balance
Sales
Cash (c)
	Allowed

700

700
	Kshs
18000
13300

31300
	Kshs
170000
261000

196100
	2006
Jan 10
31
	
ABM Tra 
Bank (c)
Bal c/d
	Received
1000


1000
	Kshs

26100
  5200
31300
	Kshs


172100
196100




15. Differences between a good and a service include
	A good
	A Service

	a) Goods are tangible
	Intangible

	b) Quality can be standardized
	Quality varies

	c) Goods can be  stored
	Services cannot  be stored

	d) Goods can be separated from  owner/ provider
	Services  cannot be  separated from  owner/ provider

	e) Goods paid for ownership
	Services paid  for experience

	f) Not always perishable
	Always/ highly perishable



16. Advantages of an open office layout to an organization include
· Supervision enhanced
· Resources are evenly shared
· Saving on space
· Cheaper to construct/ easier  to construct
· Inter- personal relationship
· Workflow  made easy
· Services delivery  enhanced
17. Reasons why countries may want to trade with each other is to
· Exchange their surpluses
· Acquire goods/ they are unable  to produce
· Enhance international relations
· Acquire much needed foreign exchange
· Exchange skills and knowledge  of producing certain goods
· Acquire a variety  of goods/ services
· Acquire quality goods\
· When it’s cheaper  to import
· Create employment
· Exploit resources optimally as there is
· Enhance factors mobility
· Wider market
18. Books of original entry
· Sales journal/ debtors journal/ day book
· Purchase journal/ creditors journal
· Sales return journal/ returns inward  journal
· Purchases returns journal/ returns outward  journal
19.                                                               Kerubo Traders
Trading, Profit and Loss Account For year ended 31December 2006
			Kshs							Kshs
Opening 		24,000				Sales			442,500
Stock
Purchases		370,000
			394,000
Less: Closing Stock	  40,000
Cost of Goods sold	354,000

Gross profit		  88,500
			442,500						442,500
Carriage in		  12,000			Gross Profit b/d	  88,500
Sales Expenses Others   8,850			

	Net profit	 	67,650
				88,500						88,500
20. Factors that may influence mobility of capital include
· Different uses in which capital  can be  put to/ degree of specialization
· Amount of capital available
· Skills of knowledge available  to operate capital
· Government policy
· Government goodwill ( support)
· Time taken  to modify
· Reward  offered
· Security in the  new location
· Nature  of capital ( fixed  or liquid)
· Cost of moving the capital
· Time the capital has been  in the current use
· Infrastructure
21. Benefits that may accrue from political stability include:
· High probability of achieving set goals (increased sales/increased production)
· Easy to obtain capital for expansion
· Cost of operation of business is low
· Accessibility to the market is enhanced
· Continuous production activities
· Easy to invest anywhere in the country/local or foreigner’s
· Accessibility to raw materials
22. Reasons why an increase in per capita income may not lead to a rise in  Standards of living include:
· Per capita income is an average and hence a mere statistics
· Per capita figures may be high but income may be unevenly distributed.
· Those not involved in the generation of the national income are also included in the calculation
· Generation rise in the price of commodities/inflation may affect the purchasing power of the citizen.
· High taxes may erode the real value of per capita income
· May be obtained through a strain on people’s health 
23. Circumstances under which face to face communication may be ineffective.
· Where there is age difference
· Where the language has semantic problems/different languages
· Where there exists a difference in frame of reference
· Where the credibility of the communicating parties is in question/negative attitude/bias/prejudice
· Where the receiver has a problem in hearing/hearing ins parent
· Unfamiliar/difficult terminologies
· Noise
· Poor listening
· Pronunciation problems
· Timing 
· Inability to understand gestures
· Emotional responses shynels/ fear etc.
23. Benefits of privatization of public corporations
· Government obtains revenue from proceeds/ sale of shares
· Offers opportunities for private citizens to participate in business
· To enhance efficiency in the management
· Reduce government expenditures
· Obtain revenue from taxes
· Attain foreign aid
· Attract foreign investment
24. Factors to consider in the choice of a means for transporting perishable goods
· Unit value of the product/cost of goods
· Distance to cover/destination/speed
· Specialized facility
· Cost of transport
· Urgency required at the destination/speed
· Volume/quantity
· Availability of the means.		
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