                                                                                                                                       
565/2     BUSINESS STUDIES 		PAPER 2
TERM 3 2026

FORM THREE

MARKING SCHEME
   		
1(a)  Explain the procedure that is used in personal selling.		    
(i) Identifying Prospective Customers through Reading of newspapers and interviews and meeting. 

(ii) Preparing the presentation by gathering information about the product and the prospects,That will be presented to the customer.

(iii) Establishing Customer Contacts by choosing appropriate time when the prospect is likely to be receptive. /available for such an activity .
(iv) Arousing interest in the product through the use of appropriate approach and language./creating interest on the product for the prospective customer.

(v) Dealing with objections the best way as possible.  
(vi) Closing the sale by asking the prospect to make a firm commitment to purchase. 
(vii) Offering After sales services if the customer offers to buy the product presented to them .
(viii) (5x2 = 10 marks )
  (b) Explain five differences between private limited company and partnership forms of business units.	           								


	
	Private limited company
	
	Partnership 

	1. 
	Have a minimum of 2 shareholders to 50 shareholders.
	1. 
	Have a minimum of two and a maximum of twenty partners for ordinary partnership./fifty  for  professionals partnership.

	2. 
	The business can be managed by one or two directors
	2. 
	The business is managed by active partners jointly.


	3. 
	Formed through company’s act
	3. 
	Formed through partnership act.

	4. 
	All shareholders have limited liabilities.
	4. 
	One partner must have unlimited liability 

	5. 
	The business a separate legal entity
	5. 
	Doesn’t  have a separate legal entity

	6. 
	Main source of capital is sale of share .
	6. 
	Main source of capital is partners contribution



(any 5x2 = 10 marks )
The differences must match inorder to score .


2  (a)  Explain five services offered by wholesalers to retailers			               
(i) Breaks bulk goods for the retailers.by selling goods to them in small quantities 
(ii) Sell goods at cheaper prices.for retailers to resell and earn profit.
(iii) Provides advice on various products./provides information to retailers about a product.
(iv) Stock variety of goods for retailers for flow of supply/for retailers to choose from.
(v) Advertises goods for retailers./for retailers to make informed decision on goods to sell to consumers.
(vi) Provides a link between retailers and manufacturers.
(vii) They offer after-sale services e.g transportation/storage/product promotion

(5x2 = 10 marks )
             Required:
A THREE COLUMN CASH BOOK.                                     
Maralal traders
Cash book
for the month of May 2014
	Date
	Details
	L.F
	D. Al
	Cash
	Bank
	Date
	Details
	L.F
	D.Rc
	Cash
	Bank

	2014
May 1
	
Balance
	
b/d
	
	
180,000
	

	2014
May1
	
Balance
	
b/d
	
	
	
450,000

	,,  3
	Mpasha
	
	
	
	1,500,000
	,, 11
	Jolloimat
	
	
	200,000
	400,000

	,, 7
	Sales
	
	
	280,000
	
	,,19
	Rent
	
	
	
	75,000

	,,14
	Commission
	
	
	150,000
	
	,,19
	Electricity
	
	
	
	32,000

	,,17
	Leteipa
	
	3776
	
	185,000
	,,19
	Water
	
	
	
	25,000

	
	
	
	
	
	
	,,21 
	Drawings
	
	
	
	100,000

	
	
	
	
	
	
	,,24
	Kinai
	
	2,720
	133,280
	

	,,25
	Kiyapi
	
	
	
	200,000
	,,28
	Salaries
	
	
	
	120,000

	,,31
	Cash
	c
	
	
	226,720
	,,31
	Bank
	c
	
	226,720
	

	
	
	
	
	
	
	,,31
	Balance
	c/d
	
	50,000
	909,720

	
	
	
	
	610,000
	2,111,720
	
	
	
	
	610,000
	2,111,720

	Jun.1
	Balance b/d
	
	
	50,000
	909,720
	
	
	
	
	
	


· Details   should  score  independently  
· 40 x ¼ (10mks) 





3 (a) Explain five sources of Monopoly power.				          
(i) High initial cost of investment It occurs where the initial cost of investment is extremely high and only one firm can afford.
(ii) Control factors of production Other firms will find it difficult to access the controlled resources of production.
(iii) The size of the market  If the size of the market is small and cannot provide profit to one operating firm then other firms cannot enter that market.
(iv) Legal barriers This is where the government license and legalises only one firm to provide a commodity e.g Kenya Power (KPLC).
(v) Large economies of scale Only firms who enjoy economies of scale can survive on the market.The rest of the firms will not enter the market because of lack of economies of scale.

(vi) Technology Firms with advanced technology will dominate and monopolise the market.
(vii) Business combinations This is where firms join/merge together to form monopoly power.
Government protectionist policy This is where the government protects the firm against competition.                                                                                            (5x2 = 10 marks )

 (b)   Explain  five Factors that an entrepreneur would consider when evaluating a business idea. 
(i) Returns on investment/Profitability/profit margin to be earned from the investment. There should be a reasonable profit from the investment in order to cover all the operational expenses and get surplus. 
(ii) Existing attitudes, practices and beliefs of the target market. The new product, service or business idea must be in line with the people's attitudes, practices and beliefs if it has to be accepted and hence marketed. 
(iii) Availability of appropriate technology. The technology to be used in producing the product or offering the service should be efficient and cost-effective. 
(iv) Size and availability of the market. There should be adequate consumers for the goods or services to be provided. 
(v) Availability of an effective channel of distribution. This will ensure the product is available in the market do that customers buy it when they decide to. 
(vi) Ability of the product to satisfy the immediate need of the buyer. The new product must be of tangible or felt benefit to the buyer hence making it very attractive. 
(vii) The level of competition. The entrepreneur should look at the systems used by the competitors and strategize accordingly. 
(viii) The payback period. This should be reasonable to allow the investor break even and recoup/recover the capital invested. 
(ix) The risks involved. These should be manageable and minimal to avoid unnecessary losses.                                                                             (5x2 = 10 marks )

4  (a)  Explain at least five advantages of an open plan office layout 		

(i) Saves on space because there is no partitioning /utilized by many employees 
(ii) Enables the employees to communicate easily and exchange ideas /sharing of ideas
(iii) Easier  to decorate the room /office /as it is a single room/does not require lots of decorations 
(iv) Improves on interpersonal relationships,due to interactions between emplooyes
(v) Resource are evenly shared among the employees 
(vi) Economical to construct ie it is not expensive to construct 
(vii) Allows sharing of office machines within the office that saves on the cost of buying more machines .
Easy supervision of employees since its easyto note absentees ata a glance
                                                                                                             (5x2 = 10 marks )

           (b)  Mutai is a dairy farmer in Nyandarua county.  He wishes to transport the milk to his  
   consumers in Nairobi. Explain five factors to consider when choosing a means of transport.                                                                                                      

(i) Perishability of milk- choose a means that is faster
(ii) Cost of the means- choose a means that is affordable/cheap
(iii) Urgency of the milk- if the milk is required urgently a faster means should be chosen
(iv) Distance to covered-choose a means that is suitable for transporting goods for a long distance.
(v) Flexibility of the means-he should choose a means that is possible to change according to his needs e.g. can offer door to door services
(vi) Availability of the means- he should choose a means that is readily available
(vii) Security of the means- he should choose a means that ensures security of milk from theft, loss and extreme weather conditions
(viii) Value of the milk- If the value is high, he should choose a means that is highly secured
(ix) Reliability of the means- he should choose a means that he is certain it will deliver the milk without fail
(x) Terminals –he should choose a means that facilitates loading and offloading 
(xi) Safety of the means- he should choose a means that ensures safety of goods against damage and less prone to accidents




(5x2 = 10 marks )




5 (a) )  Explain five government initiated methods of consumer protection             

(i) Kenya Bureau standards Act It ensures quality goods and services are sold to consumers
(ii) The Licensing Act It ensures no business is operating without a license. It also ensures that there is control on the type of businesses being carried out.
(iii) Weights and Measures Act They ensure goods are of correct weight and measures. They check and ensure correct weighing scales and measurement are used by traders. They confiscate goods of low weights from traders
(iv) Food and drugs Act It checks and ensures poisonous and dangerous substances are not included in the goods being sold. Labels and packages used for food, drinks and medicine should show the ingredients used in making the commodity. Side effects of the commodity should also be disclosed. There is also a requirement that those involved in the selling of certain types of foods and drugs should be licensed.
(v) Public health Act They check and ensure goods produced and places where they are sold are clean. It also ensures that the premises obey health and construction regulations. This is done through regular inspection of public places such as hotels/eating places, butcheries and market places by health inspectors who ensure that before a business is licensed, it meets health and safety requirements.
(vi) Sale of goods Act/Trade description Act It ensures that false advertisements and descriptions of goods are not aired to customers. It also requires that goods offered for sale are of good quality and the right standards
(vii) Price Control Government may set a price beyond which a commodity should not be sold especially for essential goods and services. It is also a requirement that traders display price lists or price tags for the goods and services they sell.
(viii) Rent and tribunal Act Government establishes courts and tribunals to listen to complains of tenants. It ensures that tenants are




(5x2 = 10 marks )












   5(b

(b)   Dr 		Capital A/c                  Cr
      2016 	Shs 		2016 		shs
July 10th Bal c/d 300000	July 1 	Bank 	300000                                    
				Bal b/d 	300000

Dr 		Bankl A/c                   Cr
     2016 	Shs 		2016 		shs                                    
July 1 Capital 	300000	July 2  Cash 	100000
				6th  Drawing 10,000
				8th  Computer  20,000
				10th Bal c/d    170,000
		300000		           300000
            Bal b/d    170000



Dr 		Cash A/c                      Cr
     2016 	Shs 		2016 		shs
July 2  Bank 	100000         July  10th  Musa  12000                                           
				          Bal c/d   88000
		 100000			100000
	Bal b/d     8800


Dr 	   Purchases A/c                      Cr                                           
     2016 	Shs 		2016 		shs
July 4th Musa Trader 53000  July Bal c/d 	53000
	Bal b/d          53000


Dr 	   Musa Traders 		Cr
     2016 	     Shs 		2016 		shs
July 4th  Cash     12000       July 4th Purchases 53000
       10  bal c/d   41000       10th  bal c/d           41000
                           53000                                     53000
				Bal b/d             41000


Dr 	        Drawing A/c                      Cr
     2016 	Shs 		2016 		shs
July 5   Bank   10000 	         July 10th  Bal c/d 10000
      		10000				10000
            Bal b/d 10000

Dr 	   Computer  A/c                        Cr
     2016 	Shs 		2016 		shs
July 8th     Bank    20000     July 10th bal c/d  20000
		     20000			20000
	Bal b/d   20000
20 x ½ = 10mks 


6(a) The level of the national income of country X has been increasing over years. Explain five factors that are contributing to the increase in the level of the income of this country.

(i) Adequate supply of skilled labor.Such skilled labour is effective and efficient in production leading to increase in the level of production
(ii) Adequate natural resource endowment. A country with many natural resources will exploit them for export or produce raw materials for industrialization and increase its national income
(iii) Availability of adequate capital. This country is able to invest more in production of goods and services and generate a lot of national income 
(iv) Use of modern technology in production.  Use of modern technology in production increases the quality and quantity of output and the level of national income 
(v) Political stability. A country that is politically stable encourages more production activities to take place which increases the level of national income. 
(vi) Positive attitude of citizens towards work.In a country where the citizens are hardworking, the level of national income is usually high.
(vii) Low size of the subsistence sector – Where the subsistence sector is small, then a true high level of national income may be noticed because a big amount of what is produced is marketed
(viii) More foreign investment. This brings in more capital and technology to be used in production in the country

(5x2 = 10 marks )


    (b) Using a well labeled diagram explain the effect of a shift in demand to the right with  a   constant  supply. 						                     

EXPLANATION 
· Quantity demanded increases  from Q 0  to  Q1  creating  shortage of  goods /excess  demand 
· Due to the  shortage /excess demand price  increases  from P0  to  P1 
· A new  equilibrium  point is established from  E0  to   E1                 (3mks) 
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