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INSTRUCTIONS TO CANDIDATES 
 
1. Write your name, admission number, and class in the spaces provided above. 
2. This paper consists of two sections: Section A and Section B. 
3. Answer all questions in Section A. 
4. Answer any three questions from Section B. 
5. All answers should be written in the answer booklet provided. 
 
SECTION A (25 MARKS) 
 
Answer all questions in this section. 
1. Highlight four characteristics of human wants. (4 marks) 
2. Outline four factors that can cause a change in the supply of a commodity. (4 marks) 
3. List four documents that are used in the home trade. (4 marks) 
4. State four reasons why production is considered a continuous process. (3 marks) 
5. Distinguish between direct production and indirect production. (2 marks) 
6. Identify four factors that a business owner should consider when choosing the best method of promoting products. (4 marks) 
7. Highlight four limitations of using social media as a means of communication in business. (4 marks) 
 
SECTION B (75 MARKS) 
 
Answer any three questions from this section. Each question carries 25 marks. 
 
8. (a) Explain five factors that can cause a decrease in the demand for coffee. (10 marks) (b) Describe five factors that influence the location of an industry. (10 marks) 
(c) The following information was extracted from the books of Mwema Traders for the year ended 31st December 2025. Prepare a balance sheet as at that date. (5 marks) 
· Capital: 2,000,000 
· Machinery: 1,000,000 
· Bank Overdraft: 400,000 
· Creditors: 300,000 
· Cash in Hand: 100,000 
· Debtors: 600,000 
· Stock: 1,000,000 
 
9. (a) The management of a business involves performing various functions. Explain five such functions. (10 marks) 
(b) Explain five ways in which the government of Kenya is involved in the business activities in the country. (10 marks) 
(c) State five circumstances under which air transport may be preferred to other modes of transport. (5 marks) 
 
10. (a) Explain five characteristics of indirect production. (10 marks) 
(b) Discuss five challenges that small-scale traders in your country are facing in their attempt to grow their businesses. (10 marks) 
(c) Highlight five factors that are considered when determining the size of a firm. (5 marks) 
 
11. (a) Explain five features of perfect competition market structure. (10 marks) 
(b) The following data shows the number of units of a commodity demanded at different prices. Use it to answer the questions that follow. 
	PRICE(KSH) 
	QUANTITY DEMANDED(UNITS) 

	100 
	10 

	90 
	20 

	80 
	30 

	70 
	40 

	60 
	50 

	50 
	60 


 
 
(i) Draw the demand curve for the commodity represented by the above data. (5 marks) 
(ii) State the law of demand. (2 marks) 
(iii) What is the relationship between price and quantity demanded according to the law of demand? (2 marks) 
(c) Explain four factors that may cause the demand curve for a product to shift to the right. (6 marks) 
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