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INSTRUCTIONS TO CANDIDATES:
1. Answer any FIVE questions.
2. All questions carry equal marks (20 marks each).
3. All answers must be written in English.


1. (a) Explain five factors that may hinder economic development in Kenya. (10mks)
(b) Explain five reasons why a business may choose to remain small-scale despite the advantages of large-scale production. (10mks)
2. (a) Describe five circumstances under which a firm may enjoy monopoly power. (10mks)
(b) Explain five ways in which the government of Kenya creates an enabling environment for business activities. (10mks)
3. (a) The following information relates to Mzalendo Traders for the year ended 31st December 2025.
    - Capital as at 1st Jan 2025: Ksh 450,000
    - Additional investments: Ksh 80,000
    - Drawings: Ksh 35,000
    - Capital as at 31st Dec 2025: Ksh 620,000
    Required: Calculate the net profit for the year. (4mks)
(b) Explain four internal and four external factors that influence the success of a business. (16mks)
4. (a) Highlight five features of an efficient transport system. (10mks)
(b) Explain five functions of the Central Bank of Kenya in an economy. (10mks)
5. (a) Describe five ways in which the government can control inflation. (10mks)
(b) Explain five negative effects of inflation to an economy. (10mks)
6. (a) Describe five benefits that accrue to a country that is a member of a trading bloc (e.g., East African Community). (10mks)
(b) Explain five principles of insurance. (10mks)
