
565/1 BUSINESS STUDIES  PAPER 1 MARKING SCHEME

1. Factors to consider when evaluating business opportunity 

a) The business environment 

b) The  current business scenario 
c) The target  group 

d) The available resources 

e) The existing linkages 
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2. Methods of consumer protection 

· Government  initiated methods 

· Through  Kenya bureau of standards 

· Through the  department of weights and measures 

· Through consumer initiated methods 

· Through the Kenya consumer organization 
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3. 

i) Oliogopoly 

ii) Perfect competition

iii) Monopoly 

iv) Monopolistic competition 
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4. 

	Account to be debited 
	Ledger 
	Account to be credited 
	Ledger 

	a) Nzioka 

b) Rent 
	Debtor/Sales

General nominal 
	Sales 

Cash 
	General or nominal 
cash book 
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5. Advantages of a three column cash book 

i) It  consolidates cash receipts and cash payments transactions

ii) Cash in hand and cash at bank  can easily be ascertained 

iii) Cash book balance can be used for preparing  a trial balance 

iv) It serves as a book of original entry as well as a ledger

v) The amount of discount  received and discount allowed can easily be ascertained 
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6. Problems encountered in development planning 

i) Over ambitious plans

ii) Inadequate support by public 

iii) Inadequate qualified personnel to carry out the implementation 

iv) Political interference /lack of political  good will 

v) Difference between budgeted and actual costs 

vi) Corruption /mismanagement 

vii) Political  instability 
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7. Benefits of warehousing to consumers 

i) Consumers are assured of a steady supply of goods 

ii) They are assured of quality goods and stable prices 

iii) They get goods in convenient quantities 

iv) They are able to get a variety of goods

v) They are able to choose the right goods when they are blended or branded. 
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8. Problems of railway transport 

i) Stiff competition from other modes of transport 
ii) Construction of railway lines very expensive 

iii) Poor management of railway co-operation 

iv) Use of old trains that are inefficient 

v) Slow speed, hence inappropriate for carrying perishable goods

vi) Low government commitment on railway expansion programmes
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9. 

a) Decrease

b) Increase

c) No effect

d) Increase 
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10. Indicators of economic growth 

a) Increase in  the number of firms and industries 

b) Increase in incomes 

c) Increase in output 

d) Increase in the rates of employment

e) Increase in consumption /expenditure 

f) Increase in investment 
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11. 

Mwelu Enterprises

Balance Sheet

As at 31st March 2009

	
	Shs 
	Shs 
	
	Shs 
	Shs 

	Capital 

Less net loss 

Current liabilities 

Creditor 
	118, 000

45, 000
	73, 000

97, 000 
	Fixed assets 

Furniture 

Current assets 

Stock

Debtors 

Cash 
	30, 000

20, 000

4,0 000
	80, 000

90, 000

	
	
	170, 000
	
	
	170, 000
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12. Problems encountered in measuring national income

-Difficulty in defining national income

- Difficulty in the inclusion of the subsistence economy

- Existence of illegal and unregistered businesses

- Problems of subsidies and direct taxes
- Lack of relevant statistical data 

- Difficulty in calculating the values of inventories, unfinished goods and work in progress
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13. 

a) Recurrent 

b) Development

c) Recurrent

d) Development 
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14. Circumstances when a country can control imports 

· When local companies are collapsing due to competition from imported goods

· When country is experiencing balance  of payment deficits 

· When the country wants to control imported inflation 

· When the country wishes to retaliate against another country ‘s  trade barriers 

· When imported goods have adverse effects on citizens 

· When imported goods are inferior or dumping of goods. 
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15. Indicators of economic growth 

· Increase in the number of firms and industries 

· Increase in incomes

· Increase  in output 

· Increase un the rates of employment 

· Increase in investment 

· Increase in consumption /expenditure 
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16. 

· Computerization 

· Use of open office layouts 

· Movement of office blocks from congested  areas to less congested areas in the city 

· Use of open plan layouts

· Introducing identification badges for employees

· Use of modern technologies such as internet, laptops and mobile phones 
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17. Factors to consider when hiring a warehouse 

· Cost of hiring

· Security /safety of goods

· Convenience of warehouse in terms of location 

· Available equipment

· Accessibility in term of infrastructure 

· Adherence of law 
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18. Roles of a balance sheet 

· Used for decision making and planning purposes 

· Show the liabilities and asset s of firms 

· Show the liabilities and assets of firms

· Used to compare  historical performance 

· Used to determine the financial position of a firm at a particular date 

· Creditors can use it to determine the amount of credit to give a firm 

· Used to determine /assess the investment potential of a firm 

· It is a  measure of a firm’s solvency and liquidity 
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19. The level of income /wealth of an individual 

· The rate  of interest

· The rate of inflation 

· Prevailing economic  status of the country 

· The level of income of the investment 
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20. Benefits of using pipelines 

· Reduced  road accidents as congestion of tankers are reduced 

· Environmental pollution reduced 

· Cost of handling oil reduces 

· Ensures regular supply 

· Not affected by poor weather
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21. Economic problems caused by over –population 

· Poor standards of living 

· High levels of unemployment

· High dependency  ratio

· Strain on social amenities  leading to decline of their quality 
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22. 

	Assets 
	Liabilities 

	Premises 

Stock 

Debtors 

Cash 
	Creditors 

Bank loan 

Bills due

Bank overdraft 
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23. Circumstances under which personal selling is used 

· When introducing a new product in the market 

· When re-launching an existing product 

· When a customer needs to be shown how to operate a product 

· When personalized services are required

· When a product is tailor made to suit specification of individual customers 
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24. To reduce cost of transporting raw materials 

· To ensure constant supply of raw materials 

· To ensure freshness of raw materials

· To preserve perishable goods and to avoid fragile good breaking 

· To reduce the problem of transporting heavy /bulky goods 
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25. Factors to consider when deciding an office layout 
· Work flow 

· Staff mobility within the office 

· Supervision 

· Working space

· Accessibility to equipment 

· Cost of setting up business 

· Staff to be accommodated. 


