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1. a. Ways in which the government of Kenya may reduce the level of unemployment
i. Encouraging employment creation in the private sector through measures such as reducing lending interest rates, tax benefits, providing subsidies e.t.c.

ii. Adopting policies that encourage the use of labour intensive methods of production 

iii. Adopting a relevant education system.

iv. Diversification of economic activities 

v. Increasing government expenditure 

vi. Developing rural areas 

vii. Encouraging direct foreign investment 

viii. Encouraging the use of local resources.

ix. Reducing the number of people entering the labour market through population control

(5x2=10mks)

b. Circumstances when partnership business is preferred to sale proprietorship

i. Where the business requires a large capital which can be contributed by partners.

ii. Where various skills and talents are required in the business.

iii. Where there is need to share losses and other business risks 
iv. Where better decisions are required through discussions and consultations.

v. Where there is need to share work in the partnership business.

(5x2=10mks)

2. a. Circumstances that would influence a producer to use wholesalers in distributing its products.

i. When the producer want to be relieved the problem of distribution of goods.
ii. If the producer  want to be relieved of some of the risks associated with distribution of goods such as fall in prices, fall in demand, damages, theft e.t.c.

iii. The producer would be relieved of the problem of storage since wholesalers buy goods in large quantities.

iv. Sometimes the wholesaler may carry out market research.

v. Wholesalers engage in product promotion.

vi. The producer may want cash immediately before consumption of goods. This cash is provided immediately by wholesalers.

vii. The producers may require wholesalers to break bulk and sell in convenient quantities to consumer.

(5x2=10mks)

b. 

i. At price Pe the quantity supplied is qe at point A
ii. An increase in price from Pe to P2 will increase the quantity supplied from qe to q2 causing a movement along the supply curve from point A to C.

iii. A decrease in price from Pe to P1 will reduce the quantity supplied from qe to q1 causing a movement along the supply curve from point A to B.

(20x ½ =10mks)
3. a. Three column cash book

	Date 
	Details 
	
	Discount allowed 
	Cash 
	Bank 
	Date 
	Details 
	
	Discount received 
	Cash 
	Bank 

	2014
	
	
	Shs.
	Shs.
	Shs.
	2013 
	
	
	Shs. 
	Shs.
	Shs.

	Sept 1
	Balance b/d
	
	
	55,000
	250,000
	Sept 3
	Ribbons (stationery
	
	
	
	

	2
	Sales 
	
	
	
	35,260
	
	
	
	
	4,500
	

	12
	Kimani 
	
	1200
	
	58,800
	8
	Waweru 
	
	5640
	
	88,360

	25
	Bank 
	C 
	
	50,000
	
	15
	Salaries 
	
	
	34,000
	

	28
	Anyango 
	
	7500
	
	67,500
	25
	Cash 
	C 
	
	
	50,000

	30
	Cash 
	C 
	
	
	52,800
	30
	Bank 
	C 
	
	52,800
	

	
	
	
	
	
	
	30
	Balance c/d
	
	
	13,700
	326,000

	
	
	
	8700
	105,000
	464,360
	
	
	
	5640
	105,000
	464,360

	Oct 1
	Balance b/d
	
	
	13,700
	326,000
	
	
	
	
	
	


(20x ½ =10mks)
b. Disadvantages associated with water transport 
i. Sea sickness, sea pirates and storms may occur

ii. Not suitable for transporting perishable and urgently required goods.

iii. It is expensive to construct and maintain artificial harbors
iv. Unfavourable weather conditions may affect water transport.

v. Sea transport is not accessible to land locked countries.

vi. Lack of loading and off-loading facilities may lead to delay.

vii. Cost of acquiring and maintaining ships is high.

(5x2=10mks)

4. a. Advantages of office machines 
i. They are labour saving- when a machine is used only few staff are required hence saving on salaries and wages.

ii. Speed – machines are faster, thus save time.

iii. Accuracy – machines are more accurate.

iv. Presentable – the product of a machine is of high quality.

v. Control – machines assist in reducing frauds as some of them have gauges and meters that record transactions that have taken place.

vi. Uniformity – when a machine is used, there is uniformity in output 

vii. Machines reduce monotony of doing the same manual work repeatedly which causes fatigue.

viii. Saving on cost- machines are more economical in terms of cost per unit.

(5x2=10mks)

b. Circumstances under which an insurance company would not compensate the insured in the event of loss.
i. Willful acts.

ii. Natural/acts of God e.g. floods, earthquakes, e.t.c.

iii. When the company is insolvent 

iv. When the insured has no insurable interest in the property destroyed.

v. When the insured did not disclose all the relevant facts when filling the proposal form or claim.

vi. When the policy was not in force at the time of the loss because premiums had not been paid.

vii. When the claim was not made within the stipulated time (48hours)when there is no relationship between the cause of loss and risk insured (proximate cause)

(5x2=10mks)

5. a. Roles played by intermediaries in he distribution chain

i. Intermediaries help reduce the number of transaction between the many producers and consumers.

ii. Breaking bulk – intermediaries buy goods in large quantities from producers and sell in relatively smaller quantities required by consumers.

iii. Accumulating bulk- intermediaries buy small quantities of the same product from many small producers and the offer the large amount gathered to buyers who may desire such large quantities. 
iv. Risk taking- intermediaries assume all the risks associated with movement of goods when they take possession of such goods from producers e.g. lack of demand, decrease in prices, theft e.t.c.
v. Providing finance 

Intermediaries pay for goods immediately they take them from producers, thus providing finance to the producers immediately.

vi. Passing of information

Intermediaries link producers and consumers and thus gather important information about consumer tastes and changes in demand.

vii. Product promotion 

Intermediaries pass information about a product to the consumers.

viii. Transport and storage 

Intermediaries transport goods from producers to their warehouses, where they store them until demand for them arises.

ix. Providing a variety of goods 
Intermediaries buy goods from various producers and sell them to consumers thus providing a wide variety of goods.

(5x2=10mks)
b. 




             LIKONI TRADERS 
Balance sheet

As at 31st December 2015

	
	Shs.
	Shs. 
	
	Shs. 
	Shs.

	Fixed assets 
	
	
	Capital 
	
	600,000

	Motor vehicle 
	800,000
	
	Add additional capital 
	
	150,000

	Machinery 
	150,000
	
	
	
	750,000

	
	
	950,000
	Long-term liabilities 
	
	

	Current assets 
	
	
	Loan from IDB 5yrs 
	
	560,000

	Stock 
	408,000
	
	Short term liabilities 
	
	

	Debtors 
	260,000
	
	Creditors 
	107,500
	

	Cash 
	19,500
	
	Bank overdraft
	220,000
	327,500

	
	
	687,500
	
	
	

	
	
	
	
	
	1,637,500

	
	
	1,637,500
	
	
	


(10mks)

6. a. Limitations of barter trade 

i. Requires double coincidence of wants 

ii. Lack of standard measure of value

iii. Indivisibility of some goods 

iv. Lack of store of value 

v. Difficult in transporting bulky goods 

vi. Lack of standard deferred payments

vii. Lacks unit of account

(5x2=10mks)

b. Circumstances under which personal selling is appropriate.
i. When launching a new product because it requires a lot of awareness creation, persuasion and convincing.

ii. When a product is tailored to meet customers specifications because customers have varying tastes and preferences.

iii. When demonstration is required specially products which are technical require their operations to be explained.

iv. When the value of the product is high because sellers are usually very few e.g. aeroplanes, ships e.t.c. when the organization can afford to finance the sales force.

v. Where the market is concentrated in one areas because accessing the market will be very easy.

(5x2=10mks)
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