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1. ComponentsofBusinessStudies

Statement Component

a Systematicwayofrecordingbusinesstransactionsfordecisionmaking Accounting

b Thestudyoftradeandaidstotrade Commerce

c Thestudyofhowhumanbeingsstrivetosatisfytheirendlesswantsusingtheavailable
scarceresources

Economics

d Theprocessofidentifyingabusinessopportunityandgettingnecessaryresourcestostart
andrunabusiness

Entrepreneurship

Nomark
forwrong
spellings

4x1=4

2. Limitationsofdirecttrade(producertoconsumer)

i. Thereishigherdistributioncosts

ii. Less/limitedMarket/customers

iii. Producermaynotproducesurplusgoodsduetolimitedmarket

iv. Producermaynotaffordlargewarehousesandotherstoragefacilitiestoenhancecontinuousproduction

v. Consumersmaygetpoorqualityofproducts

Any4x1=4

3.
Compensation=

SumInsuredxLoss

valueofproperty
√

Compensation=
800,000x800,000

1,000,000
√

Compensation=Ksh.640,000 √

(b)-KaimosiTradershadunderinsuredhishouse.

-KaimosiTradershadinsuredforKsh.800,000insteadofKsh.1,000,000

Correct
answergive
3marks

Any1x1

4. Circularflowofincome

a)Firms

b)Households

c)Provisionforfactorsofproduction

d)Paymentforgoodsandservices

4x1=4

5. BooksofOriginalentry

Statement Bookoforiginalentry

a BoughtgoodsoncreditfromKamauwholesalers PurchasesJournal

b Kibisuadebtor,returnedgoods SalesReturnsJournal

c Cashsales CashReceipt
Journal/Cashbook

d Soldanoldtractoroncredit GeneralJournal

Awardfor
other
namesfor
journals

4x1=4
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6. CircumstancesunderwhichCWOwouldbepreferred.

i) Wherethebuyerisnewtotheseller.

ii) Wherethebuyer’screditworthinessisindoubt.

iii)WhereCWOisthepolicyofthebusiness.

iv)Wherethesellerisoperatingamailorderstorebusiness.

v) Wherethesellerwantstoavoidhighcostofdebtcollection.

vi)Wherethesellerneedsworkingcapital.

Any4x1=4

7. Sourcesofgovernmentrevenue(otherthantax)

(i) Finesfromcourts

(ii) Licensefees

(iii) Borrowingloans

(iv) Grantsandforeignaid

(v) Rentandratesforuseofgovernmentproperty

(vi) Dividendsandprofitsfromgovernmentinvestments

(vii)Proceedsfromsaleofgovernmentproperty

(viii)Interestearnedfromloansadvancedbygovernment

3x1=3

8. Waysinwhicheconomicenvironmentmayleadtobusinesssuccess.

i.Increaseinconsumersincomeincreasestheirpurchasingpower

ii.Decreaseincorporationtaxencouragebusinessestoproducemore

iii.Increaseinpersonalincometaxincreasesconsumerspurchasingpower

iv.Decreaseininterestratesensuresconsumershavemoneytospendongoodsandservices.

v.Lowrateofinflationencouragesconsumerstobuymore

Any4x1=4

9. Circumstancesunderwhichfirmmaybelocatednearthemarket

i. Whereitischeapertotransportfinishedgoodsthanrawmaterials

ii. Ifthegovernmentrequiresso.

iii. Wheremarketisconcentratedinonearea.

iv. Wherethereisneedtosaveontransportationcostsoffinishedgoods.

v. Wherethefinishedgoodsarehighlyperishable.

vi. Wherethefinishedgoodsareheavyandbulky.

Mustuse;
if,where,
whenorin
case

Any4x1=4

10. MeaningofterminTrendsofBusinessUnits

i. Holdingcompany-Itisacompanythatacquiresfiftyonepercentsharesormoreofanothercompany.
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ii. Amalgamation-Thisiswheretwoormorebusinessescombineandformaonenewbusiness.

iii. Absorption-Thisiswhereonebusinessbuysallassetsofanotherbusinessandtheboughtbusinessceasesto
exist.

iv. Cartel-Itisagroupofrelatedcompaniesthatagreetoworktogethertocontroltheirproductionandmarket.

4x1=4

11. MarketStructures

Condition Marketstructure

a Thefirmistheindustry Monopoly

b Buyersandsellershavecompleteknowledgeaboutentiremarketbutcannot
influencethemarket.

Perfectcompetition
market

c Fewlargefirmsthatdominatethemarket Oligopoly

d Comprisedofmanysellersofdifferentiatedproducts Monopolistic
competition

4x1=4

12. Causesofcost-pushinflation

i.Increaseofwageratebythegovernment/Increaseinwagesandsalaries

ii.IncreaseinindirecttaxessuchasVAT

iii.Increaseofprofitmarginbybusinesses

iv.Increaseincostofinputs

v.Reduction/withdrawofsubsidiesbythegovernment

13. Reasonsforethicalpracticeinbusiness

i. Toensurefaircompetitioninbusiness

ii. Toprotectenvironment/avoidenvironmentaldegradation/pollution

iii. Toensurethereisnodiscriminationinbusiness

iv. Toeliminateuseofunfairmeansofachievingbusinessobjectiveslikesellingunderweightproducts.

v. Toprotectconsumersfromexploitation.

vi. Toensurerightsofworkers/employeesareupheld

Any

4x1=4

14. EffectsoftransactiononBalanceSheetTotals

Transaction Effect

a) Boughtofficefurnitureincash Noeffect

b) Depositedsomemoneyintothebusinessbankaccountfrompersonalsavings Increase

c) Purchasedgoodsoncredit Increase

d) Withdrewmoneyfromthebanktopaythechild’shospitalbill Decrease 4x1=4

15. Benefitsofproductpromotiontoproducer.
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i. Itremindscustomersaboutexistenceofaproductinthemarkethenceencouragingthemtocontinuebuying.

ii. Itpersuadespotentialcustomerstobuyproductswhowouldhaveotherwisenotbought.

iii. Itinformspotentialcustomersthattheproductexistinthemarketandwheretofinditwhichincreasesitssale.

iv. Itinformscustomersaboutchangeinproductfeatureswhichenablesthemtocontinueusingit.

v. Somemethodsofproductpromotionsuchaspersonalsellingcreateagoodrelationshipwithbuyerswhich
mayleadtorepeatpurchase.

Any4x1=4

16. Typesofunemployment

Statement Typeofunemployment

a) Causedbychangeinproductionpatternduringtheyear
influencedbyweatherconditions.

Seasonal

b) Occursrepeatedlyatsimilartimes Cyclical

c) Thenumberofpeopleemployedexceedsthosethatarerequired Disguised/hidden

d) Firmsarewillingtoemployallpeopleatprevailingwagerate
butjobseekersarenotwillingtotakeupthejobs.

Voluntary/Realwage

4x1=4

17. Differencesbetweenprimaryandsecondarywants

Primarywants Secondarywants

a) Onecannotlivewithoutthem Onecanlivewithoutthem

b) Theycannotbepostponed Theycanbepostponed

c) Theyaresatisfiedbeforesecondarywants Theyaresatisfiedafterprimarywants

d) Theyareuniversal Theyarenotneededbyeveryone

e) Theyarefeltneeds Theyarenotfeltneeds

f) Theyarebasicforhumansurvival Areneededtomakelifemorecomfortable

Any

4x1=4

18. NetworthofaBusiness(CapitalInvested)

Networth/CapitalInvested=Assets-Liabilities√

Networth=(40,000+60,000+12,000+16,000)-(24,000+18,000)√

Networth=128,000-42,000√

Networth=Ksh.86,000√

Salariesare
expenses
notliability

4x1=4

19. Reasonswhygovernmentprotectconsumers.

i.Toensurethatproductsofferedforsaleareofgoodquality.

ii.Toensurethatproductsofferedforsaleareofrightquantity.



KCSE2022BUSINESSSTUDIESP1MARKINGSCHEME

Disclaimer:Notofficialmarkingscheme,PreparedbyMurigiMichael||xmurigi@gmail.com||murigi.xyz

iii.Toensurehealthstandardsaremaintainedforgoodhealthofconsumers.

iv.Toensuredconsumersarenotovercharged.

v.Toensurebuildingconstructionandsafetystandardsaremaintainedtoavoidlossoflivesandpropertyincase
theycollapse.

vi.Toprotectconsumersfromfalseadvertisingbytraderswhomaygivefalseinformation.

vii.Toprotectconsumersfromsaleofharmfulproductsthatmayadverselyaffecttheirhealth.

viii.Toprotectconsumersagainstbreachofcontractfromtraderswhomayfailtohonourtermsandconditionsofsale.

ix.Toensuretradersdonothoardproductscausingartificialshortage/ensurecommoditiesarereadilyavailableto
consumers.

Any

4x1=4

20. Financialinstitutions

Statement Type

a) Operatesfixeddeposit,savingsandcurrent
accounts.

Commercialbanks

b) Advancesloansinproportiontoone’ssavings CreditandSavingsCo-operativeSocieties
(SACCOS)

c) Sellshousesthroughmortgages HousingFinanceCompanies

d) Offersfinancetostartorexpandindustrial
enterprises

DevelopmentFinanceinstitutions

Accept
SACCOS
in(b)

4x1=4

21. Benefitsofelectronicfiling

i. Itenhancequickretrievalofinformation

ii. Itiseconomical/savesoncostsasfewfacilitiesareneeded.

iii. Itcanbeusedtostorelargeamountofinformation/widestorage

iv. Itisenvironmentalfriendly

v. Itismoreflexibleasyoucanupdateaccordingtoneedsoftheorganization.

vi. Itsavesonlabourasfewworkersareinvolved.

vii. Itreducespaperwork.

viii. Itissaferasfilescanbeencryptedwithpasswords.

ix. Itsavesonofficespaceasfilesaresavedelectronically.

Any4x1=4

22. BenefitsKenyagetbybeingmemberofEAC

i. Accesstowidemarketforherproducts.

ii. HercitizencangetsemploymentopportunitiesfrommembersofEAC

iii. EncouragesspecializationasKenyacanconcentrateinproducingproductslikecoffeeasothermembers
concentrateinproducingotherproducts.

Any4x1=4



KCSE2022BUSINESSSTUDIESP1MARKINGSCHEME

Disclaimer:Notofficialmarkingscheme,PreparedbyMurigiMichael||xmurigi@gmail.com||murigi.xyz

iv. PromotionofpeaceandgoodrelationshipamongmembersofEAC.

v. CangetproductsshedoesnotproduceatlowercostsfrommembersofEAC.

23. Financialratios

a)Margin=
Grossprofit

sales
√

40

100
=
Grossprofit

270,000
√

Grossprofit=
40x270,000

100
√

Grossprofit=Ksh.108,000√

b)Sales=COGS+GrossProfit

COGS=270,000-108,000√

COGS=Ksh.162,000√

c)ROSTO=
COGS

Avg.Stock
√

6=
162,000

Avg.Stock
√

Avg.Stock=
162,000

6
√

Avg.Stock=Ksh.27,000√

4x1/2=2

2x1/2=1

4x1/2=2

24. Reasonsforlocatingbondedwarehousesatborderpoints.

i. Toeasecollectionofcustomdutiesbythegovernment.

ii. Toeaseinspectionofimportedproductsbythegovernment.

iii. Toeasere-exportationofgoodswhennecessary.

iv. Toeaseinspectionofgoodsbeforetheyareexported.

v. Tosaveontransportationcoststothebondedwarehouses.

Any

4x1=4

25. Servicesofferedbyretailerstoconsumers.

i. Theyoffercreditfacilitiestoconsumers.
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ii. Theyofferafter-saleservicessuchastransportation

iii. Theystockvarietyofgoodsandservices

iv. Theyofferadviceandinformationabouttheproduct

v. Theybreakbulk/dividecommoditiestosmallquantitiesconvenienttoconsumers.

vi. Theyavailcommoditiestoplacesconvenientforconsumers.

Any

4x1=4

ANALYSISOFTHEPAPERBYQUESTIONSPERFORM

NB:Thisisun-officialmarkingschemefor565/1KCSE2022exam.Errorsand
omissionsarethereforeexpected.Thankyou.

PreparedBy;BusinessGuruM.M.Michael

FORM NUMBEROFQUESTIONS PERCENTAGE%

1 9 36

2 5 20

3 5 20

4 6 24


