FORM FOUR 
BUSINESS STUDIES PAPER 1 (565/1)
MARKING SCHEME
1.	Outline four ways in which a good business structure is of benefit to a business										(4mks)
· Reduces confusion among workers
· Enhances teamwork among employees
· Enhances supervision of workers 
· Helps employees to know what is expected of them
· Facilitate easy control of workers
· Promote efficiency
2.	Outline four characteristics of secondary wants
· One can live without them
· They can be postponed 
· They are satisfied after primary wants
· They are not felt needs
· Are needed to make life more comfortable
3.	Outline four measures the government of Kenya has taken to reduce road carnage (4mks)
· Installation of speed governor
· Ensure PSV are fitted with safety belts
· Regular inspections of vehicle
· Use of alcohol blow to prevent drunken driving
· Prosecution of traffic offenders
· Use of speed camera to control over speeding
· Establishing of NTSA Acts
4.	Outline four sources of a monopoly power market				          (4mks)
· Ownership of production rights
· Control of an important input in production
· Financial factors
· Where a group of firms combine to act as one
· Restrictive practices
· Size of the market
· Additional cost by other firms
· Internal economies of scale
5.	State four uses of journal in a business						(4mks)
· Helps in detection  of errors
· May be used for reference
· Relieves the ledger account of too many records
· Give details not found in ledger account
· Minimizes chances of fraud and enhances efficiency
6.	Highlight four factors that may make an insurer to charge high premium	(4mks)
· If the extent of the previous losses was high
· When the value of the property being insured is high
· Where the period to be covered by policy is short
· When the person /property is old
· If there is a high chance of risk occurring
· If the insured resides in urban/ highly insecure place
7.	Using a diagram illustrate how a decrease in quantity demanded occurs while holding all factors constant apart from price							(4mks)
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8.	Outline four factors that determine the amount of money that an individual may hold in order to meet unexpected expenses					(4mks)
· 
· Level of income
· Family status
· Age of an individual
· Number of dependents
· Duration between incomes/ frequency of obtaining income
· Individual temperaments/attitude towards life 

9.	The following information was extracted from Kiaga Business Enterprise on 31/12/2024
	i)	Total assets sh. 427,500, Total liabilities sh. 48,000
	ii)	Additional capital introduced was sh. 24,000
	iii)	Drawings made during the year was sh. 2,000
	iv)	Net profit was sh. 34,500
		Required: Determine the net worthy of the business at the beginning of the year												(4mks)
		C.C. = 427,500 – 48,000 = Sh. 379,000   
		I.C. = C.C. + N.P + A.I. – D          
		Net worth = 379,000 + 34,500 + 24,000 – 2,000  
			= Sh. 435,000
10.	Outline four benefits of inflation to an economy					(4mks)
· May motivate people to work hard to meet their  needs
· May encourage proper utilization of resources to avoid wastage 
· It benefits  debtors as they pay less
· Seller may earn more
· Leads to increased production
11.	List four components of business plan					 	(4mks)
· 
· Name of the business
· Product to be sold
· Market to be served
· Types of employees required
· Amount of capital required 
· Personal to manage the business
· Summary of the plan
· projection

12.	State four classifications of partners						(4mks)
· 
· According to the role they play
· According to Age
· According to capital contribution 
· According to liability of partners


13.	Highlight four limitations posed by the use of National income statistics as a way of comparing the living standards of people for different countries		(4mks)
· Use of different currencies
· Varied preferences and tastes
· Disparity in distribution of income 
· Use of different types of goods and services in computing  the national income
· Differences in climatic conditions of an area
14.	Indicate the effects of the following transactions on balance sheet total using decrease, increase or no effect							(4mks)
	Transaction									Effect		
a) Bought machinery on credit					Increase
b) Withdrew cash from the bank for office use			No effect
c) Paid creditor Juma by cash					Decrease
d) Bought an additional furniture into the business			Increase
15.	Outline four positive effects of high population in a country			(4mks)
· Promote labour mobility 
· Widening market due to high demand
· Better utilization of resources
· Creates a pool of labour supply
· Enhances creativity
· Stimulates investment 
· Enhances specialization
16.	Highlight four reasons for training business people				(4mks)
· To expose business people  to modern development in Management
· To impart proper business ethics
· To expose them to problems they face & possible solutions
· To educate them on efficient methods of operating their business
· To educate them on how to use available resources in order to minimize cost and maximize profits
· To expose them to various government policies regarding business
17.	The office should ensure that the organization’s property are protected and controlled. Mention four ways that can be used					(4mks)
· Enhancing security against theft e.g. employing guards
· Ensuring physical care by people using the property
· Keeping records of movement & using of each of the property
· Physical stock – taking of each property
· Taking insurance cover
· Proper repair, service and maintenance of the property
18.	Identify the type of production activity associated				(4mks)
	Utility	
	Production activities

	i)  Time
	Warehouse/storage

	ii)  Place
	Distribution 

	iii)  Form
	Manufacturing/processing/construction

	iv)  Possession 
	Trade/exchange of goods and services


19.	Identify the documents described below as used in international trade		(4mks)
		Description
	Type of document

	a) Enables the importer to get goods on credit
	Letter of credit

	b) Shows that the prices charges on imported goods are fair
	Consular invoice

	c) Show the shipping charge of goods
	Freight note

	d) Written by the exporter to his bank authorizing resale of goods being exported after failure by the importer to honour a bill of exchange
	Letter of hypothecation


20.	Outline four ways in which Kenya is likely to benefit from a properly prepared development plan									(4mks)
· Enables mobilization and allocation of resources 
· Can be used to secure foreign aids
· Used to evaluate projects at different stages of implementation
· Enables coordinated investments
· Helps to minimize waste/duplication of industries
· Stimulates effort of the people towards given direction
21.	List four sources of open trade credit						(4mks)
· 
· Simple credit
· Monthly credit
· Budget account
· Trade credit 
· Credit card facilities


22.	State four circumstances under which an accountant communicates to the accounts clerks											(4mks)
· 
· When delegating duties
· When evaluating performance
· When training junior
· When solving any problem facing them
· When inspiring and motivating
· When giving rewards

23.	Outline four guidelines that should be followed by the government in its expenditure	 (4mks)
· [bookmark: _Hlk168918606]
· Sanctions 
· Maximum social benefits
· Flexibility 
· Economy
· Proper financial management 

24.	Highlight four factors that may influence a firm’s decision on type of goods to produce										            (4mks)
· 
· Profitability/ returns
· Government policy
· Demand / availability of market
· Level of competition
· Cost of production
· Financial capability
· Level of technology available

25.	The following balances were extracted from the books of Terah for the year ended 31st December 2023			
		Opening stock		60,000
Cash in hand			120,000
Bank overdraft		50,000
Debtors			150,000
Creditors			130,000
Closing stock			90,000
	Calculate;
i) Working capital								(2mks)
Current Assets – Current Liabilities
360,000  - 180,000   
     =180,000 
ii) Current ratio									(1mk)
Current ratio = Current Assets     =    360,000  
	             Current Liabilities     180,000   
				      = 2:1 
(iii) 	Quick ratio									(1mk)
		Current Assets – Stock
		Current Liabilities
		= 360,000 – 90,000  
	     	       180,000 
		                    = 1.5:1 
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