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                            FORM III EXAM –TERM 3 2026
                            MARKING SCHEME 

1. State four characteristics of goods.			             
(a) They are tangible
(b) They can be stored
(c) Their quality can be standardized
(d) They can change possession
(e) They can be seen
(f) Their quality can change over time        
                                                                                                (Any 4 × 1 = 4 marks)

2. Highlight four challenges faced in the satisfaction of human wants                
(a) Resources are not sufficient to satisfy the unlimited wants
(b) Some human wants are complementary hence the need for extra resources
(c) They are too many and new ones keep cropping up
(d) Resources used to satisfy these wants are never enough (limited)
(e) They are repetitive hence people will always strive for more resources
(f) They continually change with time, age, social status etc.
(g) Some are habitual making life unbearable if they are not met/satisfied
(h) With scarcity of resources, a problem of deciding which wants to satisfy always arises
                                                                                                                 (Any 4 × 1 = 4 marks)
3. The government of Kenya regulates business activities around the country. Outline four ways in which the government uses to perform this function                             
(a) Through Legislation
(b) Through Licensing
(c) By Setting of standards
(d) Through Taxation
(e) By giving Subsidies
                                                                                     (Any 4 × 1 = 4 marks)
4. The government is investing a lot of money in road construction in Kenya. Highlight four ways in which an efficient road transport system may promote trade within a county. 

(a) Easy transportation of goods to the market
(b) Buyers and sellers will connect from market to market easily
(c) Interior markets would be opened up for trade
(d) Quick / fast delivery hence less time wastage
(e) Lower transportation costs
(f) Stable commodity prices due to low transport costs.                                                
                                                                                                   (Any 4 × 1 = 4 marks)
5. The table below shows description of different types of patners. Identify type of patners that match the description						
	Description
	Type of partners 

	a)Do not contribute capital 
	Normal/ quasi

	b)Those whose  private properties can be used to pay business debts
	Unlimited/general

	c)Do not participate actively in management
	Dormant/silent/sleeping/passive

	d)Are above 18 years of age
	Major 


                                                                                                          (4x1=4mks)
6. Outline four advantages of using social media platforms to market a product.    
(a) Covers a wider geographical area
(b) It is Cheaper as compared to advertising
(c) Demonstrations are possible
(d) Dramatized advertisements appeals to the consumer since it is entertaining
(e) The advertisement may be modified as need arises
(f) Instant feedback may be possible
                                                                                  (Any 4 × 1 = 4 marks)

7. Highlight four contents of articles of association in a limited liability company 
(a) Right of each type shareholder eg voting tights
(b) Procedure/methods conducting/calling meetings
(c) Rules regarding the auditing of accounts
(d) Method of preparing financial accounts
(e) Duties/powers/qualifications of directors
(f) Rules governing election of officials  
                                                                                                (Any 4 × 1 = 4 marks)

8. Identify the ledger in which the following accounts are maintained                        
	                    ACCOUNT
	                  LEDGER

	a) Pendo (Debtor)
	Sales/debtors ledger

	b) Capital
	Private ledger

	c) Kamau (creditor)
	Purchases/creditors ledger

	d) Electricity bill
	Nominal ledger


9. Outline four factors that may cause a shift in supply curve to the right.	
(a) Improved technology.
(b) Decrease in cost of production.
(c) Increase in subsidies.
(d) Increase in factors of production.
(e) Entry of new firms in the industry.
(f) Less industrial unrest.
(g) Improvement in climatic conditions
(h) Security and stability in that area/country.
(i) Improved infrastructure.
(j) Reduction in taxation.          
                                                                                                         (Any 4 × 1 = 4 marks)

10.State the level of production that matches the following occupations.              
	Occupation
	Level of production

	1. Carpentry 
	Secondary 

	1. Lumbering 
	Secondary 

	1. Bridge construction 
	Secondary 

	1. Banking 
	Tertiary


11. Highlight four benefits a customer may get when buying goods from a supermarket 
(a) Saves time for the customer
(b) Provide variety of goods to the customer
(c) Relatively low prices for goods
(d) Provide after sales service to customers (packaging)
(e) The price tags guide the customer
(Any 4 × 1 = 4 marks)

12. In the course of preparing his balance sheet  as at 30th June 2024, Waweru found that he had capital amounting to Sh. 1,250,000 in his business. During the year, his additional investments totalled Sh. 123,000while the drawings amounted to Sh. 152,000. The business made a profit of Sh. 105,000. Calculate his initial capital as at 1st July 2023                                            

Closing capital = Initial capital + Added Investment + Profit – Drawings
Initial Capital = Closing capital – Added investment – Profit + Drawings
                      = 1,250,000 – 123,000 – 105,000 + 152,000
                       = 1,174,000
13. Outline four factors that can lead to a business success 		
(a) Availability of capital
(b) Proper management
(c) Application of appropriate technology
(d) Availability of ready market
(e) Good infrastructure
(f) Favourable government policy
(g) Availability of raw materials/stock
(h) Fair competition
(i) Owner’s commitment to the business
(j) Proper debt management
(k) Proper research      
                                                                                                      (Any 4 × 1 = 4 marks)

14. Identify four items   that can affect stock of a business                         
(a) Sales
(b) Purchase
(c) Sales returns/returns inwards
(d) Purchases returns/returns outwards
(e) Drawings of good

(Any 4 × 1 = 4 marks)

15. Outline four circumstances under which a firm would be located near the market for its products.
(a) When there is need to lower cost of transportation to the market.
(b) When there is need to avoid breakages especially where fragile goods are produced.
(c) When there is need to prevent perishable goods from going bad.
(d) When there is need to ensure constant supply of finished goods to the market.
(e) When there is need to comply with the government policy e.g. when the government requires firms to be located near the market.
(f) If the product is bulky    
                                                                                                              (Any 4 × 1 = 4 marks
16. State four functions of an office.                                                                                                   
(a) A communication centre for the organization
(b) Administrative centre for coordinating day to day activities of the organization. 
(c) Management of records through appropriate filing. 
(d) A centre for processing data for decision making. 
(e) Safeguards and controls organization’s property. 
(f) Mailing
(g) Receiving  information 
(h) Recording  information 
(i) Distribution of information
(j) Liaisons with other businesses and stakeholders
(k) A centre for handling and reproducing documents         
         


                                                                                            (Any 4 × 1 = 4 marks)

17. Study the diagram below and answer the questions that follow     
               Do                           
Price         


                                                             A


                                                                   
                                                                    D1
                                                                         
                                                            Quantity
a) Identify the market structure associated with the diagram above. Oligopoly (1mark)
b) Name the part labelled A. kink point                                                     (1 mark)
c) State the reason as to why the part A Do is fairly gentle                                       (1mark) 
Increasing the price from the rigid price will result in a massive decrease in quantities demanded since consumers will shift to buying from the firms which have not increased their prices
18. Outline four circumstances under which a producer will distribute goods directly to the consumers                                                                                                               
(a) If the market is concentrated in one place
(b) Where the product is produced only on order
(c) If the product is produced only on customer specification
(d) If the market is small
(e) Where the market is concentrated in one place
(f) If the firm can afford to fiancé the process of distribution
(g) If it is a requirement of government policy
(h) Where the product is only produced following an order
(i) If the product is produced in respect to customer specifications  
(Any 4 × 1 = 4 marks)

19. The type of insurance policy described by each of the following statements.                           		  
	                    Statement
	Policy

	(a) Where sum assured is only payable after the death of the assured.
	Whole life assurance policy

	(b) Taken for a vehicle to cover all losses arising from its authorized use.
	Comprehensive policy

	(c) Covers profit lost due to interruptions of business activities as a result of occurrence of an insured risk.
	Consequential loss/profit interruption policy

	(d) Covers employees who might suffer loss while in official duty.
	Workman’s compensation policy


(4 x 1 = 4marks)
20. Malakisi has several ideas to start a business. As a business studies student, advise her on four factors that she should take into account when evaluating a business idea.   
(a) Size/availability of market/ demand.
(b) Profitability
(c) Existing attitudes/practiced beliefs / cultural practices.
(d) Technology
(e) Government policy/legal requirements
(f) Level of competition
(g) Risks involved
(h) Payback period
(i) Capital requirements.   
                                                                                                    (Any 4 × 1 = 4 marks)		              
21. Required; Extract the trial balances of Okumu Traders during the period ended 31st March, 2024 				    Omenda traders
Trial balance
As at 31st March 2024

	Particulars/details
	Dr (shs)
	Cr (shs) 

	Cash at bank	
Machinery 	
Creditors 
Bank overdraft 	
Furniture 
Motor van 		
Cash at hand 		
Capital
	100,000
260,000



90,000
240,000
20,000

	

80,000
30,000




6000

	
	710,000
	710,000



                                                                                                         (10x1/2=5mks)
22. Below is a table showing description of documents used in home trade. Identify the documents described by each statement                                                                 
	Description 
	Document 

	a) A document used as a reply to a specific letter of inquiry
	              Quotation

	b) A document that alerts the buyer that the goods have been dispatched.
	
Advice note


	c) A document showing a summary of transactions between the buyer and seller for a particular period of time
	
 Statement of account

	d) Document that is used to demand for payment for goods delivered on credit
	An invoice 




23. Highlight factors that determine the amount of premiums in life assurance   
(a) Age of the assured
(b) Occupation of the assured
(c) Residence of the assured
(d) Health of the assured
(e) The amount of sum assured
(f) The length/period of the insurance contract
(g) Type of policy 
(Any 4 × 1 = 4 marks)
24. State four requirements that must be fulfilled by a public warehouse in order for it to function effectively and efficiently                                                                            
(a) Proper location
(b) Compliance with the law/ government policy
(c) Fitted with appropriate handling equipment
(d) Spacious enough to allow for easy movement and accommodation of personnel and goods
(e) Fitted with appropriate safety equipment such as alarm systems, firefighting equipment etc
(f) Has qualified personnel
(g) Proper recording systems
(Any 4 × 1 = 4 marks)
25. Highlight four challenges that may be experienced by a country whose population is made up of a large proportion of young people.						
(a) High dependency ratio
(b) High rate of unemployment
(c) Increased social evils
(d) Low labour supply
(e) Pressure on goods and services by the youth 
(f) Reduced saving and investments
(g) Diversion of government expenditure              (Any 4 × 1 = 4 marks)                                                                           			
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