BUSINESS STUDIES PAPER
565/1
END OF TERM  2 2026 EXAM
TIME: 2 HRS

INSTRUCTIONS TO THE CANDIDATES
· Answer all the questions  in the  spaces  provided  


1. Name the disciplines of business studies described in the statements below .(4 marks)
	Statement
	Discipline

	
	

	a)study of trade and aids to trade 

b)study of activities involved in the process of identifying a business opportunities and getting the necessary resources to start and run a business 

c)study of how human beings strive to satisfy their endless wants using the limited resources 

d)systematic way of recording business transactions 



	………………………………………………



……………………………………………………………………….



………………………………………………………………………

……………………………………………………………………..

	
	

	
	


2. Outline four external environmental factors that may negatively influence the operations of the business .(4 marks)

i. ------------------------------------------------------------------------------------------------------------
ii. ------------------------------------------------------------------------------------------------------------
iii. ------------------------------------------------------------------------------------------------------------
iv. ------------------------------------------------------------------------------------------------------------
3. State four circumstances  that may lead to dissolution of a company .(4 marks)

i.------------------------------------------------------------------------------------------------------------
  ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv------------------------------------------------------------------------------------------------------------

4. Give four reasons that make it necessary for the Kenyan government to license businesses.(4 marks)
i.------------------------------------------------------------------------------------------------------------
 ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv------------------------------------------------------------------------------------------------------------
5. Outline four functions of a general journal as a book  of prime entry .(4 marks )

i.------------------------------------------------------------------------------------------------------------
 ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv------------------------------------------------------------------------------------------------------------
6. Study the diagram below and use it to answer the question below.


  S2
 S1
	
PRICE
 S2
S1

                                QUANTITY 
Outlinefour circumstances that could have led to the situation shown above .(4 marks)
i.------------------------------------------------------------------------------------------------------------   
ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
7. Yusuf , a university graduate wants to start a business .State four areas he can source business ideas from .(4 marks)
i.------------------------------------------------------------------------------------------------------------
  ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
8. State whether each of the transactions will increase ,decrease or have no effect on balance sheet totals .(4 marks )
	Transaction
	Effect

	a)Paid creditors in cash 
	

	b)Bought motor van on credit 
	

	c)A debtor paid in cash
	

	d)proprietor took goods worth 2000 for family use
	


9. Identify four features of economic resources.(4 marks )
i.------------------------------------------------------------------------------------------------------------
        ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
10. Write down the international trade documents that relate to each of the following statements.(4 marks )
Statement 	Document 
	a)prepared by an explorer giving details about the origin of goods
	

	b)A document of title to the goods traded in international trade 
	

	c)show prices charged as certified by the importing country’s officials 
	

	d)Enable the importers to initiate clearing of custom duty earlier enough to avoid delays 
	



11 .State four measures that the central bank can take to reduce inflation in the country .(4 marks)
i.------------------------------------------------------------------------------------------------------------
 ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
12 . Give four types of small scale retail business that can be operated by Musyoka without shops.(4 marks)
i.------------------------------------------------------------------------------------------------------------
ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
13.The following information was extracted from the books of  KawiraEntreprise. 
                         Rate of stock turn over          3times 
                          Mark –up 	20%
                          Opening stock                          160000
                           Closing stock                           200000
Required: Calculate 
i)cost of sales                                                                                                      (2marks)


               ii)Gross profit                                                                                                       (2marks)

14.Indicate the account to be debited and credited in the transactions given below .(4 marks )
	Transactions
	Dr
	Cr

	a)A debtor paid sh.5000 in cash 
	
	

	b)Paid rent sh.8000 by cheque
	
	

	c)withdraw 1,500 from the bank for office use 
	
	

	d)Goods worth sh.2000 were sold on credit 
	
	


15. State four essential elements of effective transport .(4 marks )
i.------------------------------------------------------------------------------------------------------------
        ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
16  . Outline four negative effects of an ageing population in an economy .(4marks)
i.------------------------------------------------------------------------------------------------------------
        ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
17. Highlight four ways in which consumers may be exploited by business in the society. (4marks)
i.------------------------------------------------------------------------------------------------------------
        ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
18. Other than accepting deposits ,mention other four services  offered by commercial banks .(4marks)
i.------------------------------------------------------------------------------------------------------------
        ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv------------------------------------------------------------------------------------------------------------
19.Using the balance sheet equation ,determine the missing figures in the table below .(4marks)
	
	Assets 
	Capital 
	Liability 

	A
	40,000
	
	12,000

	B
	
	78,000
	60,000

	C
	27,000
	56,000
	

	D
	124,300
	
	84,900



20. State four principles of insurance  .(4marks)
i.------------------------------------------------------------------------------------------------------------
        ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------21.Outline four elements of written communication .(4marks)
i.------------------------------------------------------------------------------------------------------------
        ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
22. State the name of a machine one would use to perform the following  tasks .(4 marks)
	Task 
	Name of machine 

	a)Creating postage impressions on envelops 
	

	b)Destroying sensitive ,unwanted documents 
	

	c)Storing large volume of data 
	

	d)Trimming papers to the required sizes 
	


23.Outline four factors that a producer may consider in determining the channel he/she would use in distributing his/her products .(4 marks)
i.------------------------------------------------------------------------------------------------------------
        ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
24.Highlight four assumptions made in the circular flow of income in a two sector economy.(4 marks)
i.------------------------------------------------------------------------------------------------------------
        ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
25. Outline four considerations that Auma a business studies student has taken to conclude that the neighboring firm is small.(4 marks )
i.------------------------------------------------------------------------------------------------------------
        ii.------------------------------------------------------------------------------------------------------------
iii------------------------------------------------------------------------------------------------------------
iv-------------------------------------------------------------------------------------------------------
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