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1. (a)	Reasons for the importance of commercial banks in an economy:	
· They offer safe custody for money not needed immediately. 
· Provide safer means of payment through cheques, standing orders, EFT, e.tc.
· They guarantee payment to overseas suppliers/importers.
· They lend money to businesspeople in form of loans, overdraft e.tc.
· They can act as guarantors and referees to businesspeople. 
· They provide traders with foreign exchange to participate in international trade.
· They discount bills of exchange and promissory notes.
·  They give advice on financial information on various investments.
· They provide a link between savers and borrowers.
· They can provide trusteeship on behalf of their clients.

(b)	Reasons that may have led to lack of significant sales increase 	when Abdula exhibits his goods in a local trade show. 

· Low attendance at the exhibition.
· People attending the exhibition may not have comprised of potential customers.
· The quality of his goods may not have been impressive.
· The cost of the goods may have been beyond the reach of potential customers.
· The product may not have been culturally acceptable.
· The economic environment may not have been conducive.
· There might have been other manufacturers with similar goods.
· People attending the exhibition were not convinced / poor salesmanship / poor exhibition.
(5 x 2 = 10mks)

2.	a) 	Role of the Nairobi stock exchange as a market for securities
· Facilitates buying of shares
· Facilitates selling of shares.
· Sets a price for every security.
· Helps the public to invest public companies.
· Eases the transfer of shares, which enables seller to dispose of their investments.
· Publishes useful information about various companies that is used by investors.
· and relevant parties
· It monitors the financial affairs of every company whose shares are traded on the stock exchange.
· Its performance index is used as a measure of the country’s economic program.
· Creation of employment through mobilizing savings for investment.
· Enable the state to raise revenue through taxes on securities.
(Any four well highlighted point (4x2 =8 marks)


(b)				OTONGLO TRADERS
				CASH BOOKü                              
	Date
	Details
	LF
	Disc All
	Cash
	Bank
	Date
	Details
	LF
	Disc. Rec.
	Cash
	Bank

	2013
	 
	 
	 
	 
	 
	2013
	 
	 
	 
	 
	 

	Oct-01
	Balance b/d
	 
	 
	10,000ü
	40,000ü
	Oct.2
	Purchases
	 
	 
	 
	 3,100ü

	6
	sales
	 
	 
	8,200ü
	 
	3
	Motor expenses
	 
	 
	6,000ü
	 

	12
	commission
	 
	 
	 
	     580ü
	10
	creditor
	 
	   500ü
	 
	 9 500ü

	14
	Shelby
	 
	   750ü
	 
	29 250ü
	15
	Service charge
	 
	 
	 
	    850ü

	24
	Bank
	C1
	 
	15,000ü
	 
	19
	Drawings
	 
	 
	 
	  1 500ü

	26
	Debtors
	 
	   300ü
	 8,200ü
	
	23
	Kiboko traders
	 
	 1,200ü
	 
	38,800ü

	30
	cash
	C2
	 
	 
	33,600ü
	24
	cash
	C1
	 
	 
	15 000ü

	 
	 
	 
	 
	 
	 
	30
	bank
	C2
	 
	33,600üü
	 

	 
	 
	 
	 
	 
	 
	 
	Bal c/d
	 
	 
	 1,800ü
	34,680üüü

	 
	 
	 
	1,050üü
	41,400ü
	103,430ü
	 
	 
	 
	1,700üü
	41,400ü
	103,430ü

	
	Bal b/d
	 
	 
	1,800ü
	34,680ü
	
	
	
	
	
	


                                                                                                    36 x ⅓ = 12 marks

3.	a)	Reasons why a bank may dishonour a cheque:		
· Insufficient funds in the account of the drawer.	
· Drawer’s signature differs from the specimen in the bank.
· The cheque is post-dated.
· The cheque is stale i.e. presented six months after date of issue.
· Cheque is defaced/ mutilated.
· The drawer has closed the account.
· The bank learns about the death, insecurity or bankruptcy of the drawer.
· Drawer instructs the bank not to honour the cheque.
· Amount in figures differs with amount in words.
· Cheque has been altered and drawer has not signed against the alteration.


(b)  	Differences between perfect competition market and oligopolistic markets (5x2 = 10mks)

	Perfect Competition
	Oligopolistic market 

	· Has many sellers and buyers.
· Deals in homogenous products.
· Actions of one firm has no effect on the market.
· Has perfectly elastic demand curve.
· Price is determined by interplay of demand and supply.
	· Has few sellers and many buyers.
· May deal in differentiated products.
· Actions of one firm may affect the market.
· Has kindled demand curve.
· Price is determined by the firms through price wars, collusions and non-price competition.




4.	(a)   	Ways that the government as an external environment factor 		can influence business activities
· Taxation – influences cost of operation
· Provision of subsidies – motivates business people to engage in business.
· Policy making  - policies that determine activity
· Enactment of the law – that govern business operations
· Credit control – Availability of capital.
· Provision of utilities – that boost operation.
· Provision of infrastructure -  boosts business activities
					                       	(5 x 2 = 10 marks)


(b)	reasons why it would be advisable for the school to use e-mail instead of telephone when placing the order.												 
(i) Emails provide evidence for use in case of a dispute
(ii) Email messages are more confidential hence able to maintain secrets/information can’t get to unauthorized persons.
(iii) Messages are received without distortion i.e. is reliable.
(iv) It is affordable to send messages via email.
(v) Messages can be stored for future reference.
(vi) Emails can be sent to several people at once.
(vii) It can provide detailed and complex information such as tables, statistics and graphs.
Any 5 x 1 = 5mks Naming
        5 x 1 = 5mks Explanation Total 10mks


5. 	(a)	 Importance of entrepreneurship to the economy
	 
a) Creates employment – enables the creation of jobs to employ the unemployed population
b) Contributes to formation of capital – contribute to the creation of capital to help in expanding the existing business or to start new businesses. This is done by ploughing back profits. The salaries paid to workers may also be a source of capital to enable them start their own businesses
c) Reduces rural-urban migration – Entrepreneurs can set up businesses in the rural areas where they can employ the rural population thereby preventing them from moving to rural areas in search of jobs.
d) Raises standards of living – Entrepreneurship avails a variety of goods and services to people to enable them lead better lives. Besides the salaries paid to the workers by the entrepreneur enables the afford high quality goods and services
e) Saves on imports – Local entrepreneurs produce goods and services that substitute imports thereby enabling the country reduce the amount of money paid for imports
f) Improves infrastructure – Set up of many businesses in a particular area makes the government see the need of improving the infrastructure of that area. Besides, entrepreneurs may join hands to improve infrastructure in their area of operation.
g) Reduces foreign dominance in the economy – Local entrepreneurship reduces the number of foreign investors in the country.
h) Makes use of local resources – Entrepreneurship creates a conducive environment that makes the exploitation of local resources possible. For example resources like scrap metal can be used to make jikos
i) Promotes technology – Through their creativity, entrepreneurs can contribute to the development of new technology e.g. the development of charcoal refrigerators. 
j) Promotes entrepreneurial culture – Successful entrepreneurs acts as an eye opener to the society hence encouraging more society members to engage in entrepreneurship. 
(Mentioning 5 x 1 = 5 marks
Explanation 5 x 1 = 5 marks = 10 marks)
5.	(b)	Kioko traders Journals

	Sales Journal

	Date
	Particulars
	Amount

	2012
	 
	Shs.

	May 2
	Asunta
	24,000

	 
	Janet
	32,000

	May 23
	Asunta
	16,000

	 
	Tom
	22,000

	 
	Joseph
	26,000

	 
	 
	120,000




	Purchases Journal

	Date
	Particulars
	Amount

	2012
	 
	Shs.

	May 8
	Patel traders
	80,000

	May 15
	Karoki
	68,000

	May "
	Petero
	62,100

	 
	 
	210,000




	Sales returns Journal

	Date
	Particulars
	Amount

	2012
	 
	Shs.

	May 12
	Asunta
	4,000

	May 27
	Janet
	4,000

	 
	 
	8,000




	Purchases Returns Journal

	Date
	Particulars
	Amount

	2012
	 
	Shs.

	May 20
	Patel Traders
	12,000

	 
	Karoki
	6,000

	 
	 
	18,000




	General Journal
	 

	Date
	Particulars
	Dr
	Cr

	2012
	 
	Shs.
	 

	May 30
	Motor vehicle
	1,000,000
	 

	 
	      General motors
	 
	1,000,000

	 
	(Being purchase of motor vehicle on credit)
	 
	 




6.	a)	Effects of rightward shift in supply curve

[image: ]                                           














i)	A rightward shift in supply / increase in supply brings about a drop in equilibrium price (P0 to P1)
ii)	A rightward shift in supply / increase in supply brings about an increase in equilibrium quantity (Q0 to Q1)
	10 x 1 = 10mks
 
 
b)	Measures which can be taken to solve unemployment problems in Kenya.

i) Rural development - develop rural areas to create jobs and to avoid rural-urban migration.
ii) Adoption of the relevant education system - adoption of education system that emphasis on skills that are required by the labour market.
iii) Population control - controlling population through family planning to reduce the number entering the labour market.
iv) Increase in government expenditure - increasing expenditure on projects hence creating more jobs.
v) Encouraging the use of local resources - the government to encourage investment on economic activities that use locally available raw materials.
vi) Encouraging direct foreign investment - e.g. by reducing taxes and guaranteeing security in order to create jobs.
vii) Improvement of the informal sector - by providing appropriate training and finances in this sector to encourage self-employment.
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