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FRIENDS SCHOOL KAMUSINGA
INTERNAL SCHOOL MOCK
(Kenya Certificate of Secondary Education).
FORM FOUR BUSINESS STUDIES PAPER TWO
MARKING SCHEME 
565/2
Business studies paper 2
July 2026
Time: 2 ½ hours

Instruction To Candidates: 
(i) Write your name, ADM number and stream in the spaces provided above.
(ii) Attempt all questions in the answer booklet provided.
(iii) Show all working steps where applicable.
(iv) Attempt any five questions. All questions carry equal marks.
(v) Candidates are required to have a ruler and non-programmable calculator.
FOR EXAMINER’S USE:
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1 	(a) Explain any five classifications of economic resources.				(10 mks)
i. Natural resources: they are made available by nature/ are gifts of nature/ accept examples as explanation 
ii. (rivers, climate, wild life, mountains natural forests, e.t.c.).
iii. Man-made resources: they are (artificial goods) created by humans to help them satisfy their wants.
iv. Human resources; these are human beings who render their services in production. 
v. Renewable resources; are resources that whose supply can be restored.
vi. Non-renewable resources; are resources whose supply cannot be restored after use/ they get exhausted/depleted when used.

(b) State five circumstances under which a trader may be disadvantaged by transporting commodities by sea.										(10 mks)
i. Slow means of transport over long distances hence may cause delay/spoilage of goods.
ii. Construction/maintenance of port/harbor facilities is expensive if they belong to an individual.
iii. Serves countries surrounded by water masses/bodies alone, hence may not be appropriate to land logged countries.
iv. Vulnerable to piracy, which may lead to loss/distraction of goods/demand for a ransom.
v. Can be affected by adverse weather conditions, leading to delay/distraction of goods/loss of life.
vi. Ships cost a lot of money to construct/acquire/ maintain.
vii. Inadequate loading/off-loading facilities at the port often causes delays.
viii. Some ship routes/schedule may not be altered to handle urgent cases of delivery.

2. 	(a) Apart from the interplay of forces of demand and supply, explain five other methods of determining the price of a commodity.								(10mks)
i. Price control: the government to set a ceiling on the price of essential commodities 
ii. Subsidy: Is a government financial aid/assistance to producers to help reduce their production cost and in effect lower the price of commodities produced. 
iii. Taxation: If the government impose high taxes e.g. VAT, It has an effect of increasing the price of the 	taxed 	commodities.
iv. Bargaining/haggling: The price of a commodity is set by both the seller and the buyer suggesting the 	possible price and keep on adjusting until they reach an agreement. 
v. Tendering: The buyer invites willing suppliers to quote the price of their commodities, after receiving the quotations, the tender committee deliberate on these quotations from different suppliers and accept one supplier with a favourable price/terms of sale. 
vi. Auction/bidding. Whereby buyers keep on suggesting the price of a commodity from a low price to a high price. Therefore the buyer who quotes the highest price(highest bidder) acquire the commodity (after the fall of the hammer).
vii. Pricing by manufacturers/producers: where the commodity should be sold/retailed at the recommended price.


(b) The Kenya Kanza government has resorted to using indirect tax for sourcing funds, state five merits 
that may arise by using this approach.							(10mks)
i. Can be used selectively: By the govt. to achieve some objectives, e.g. to discourage consumption/imports/exports.
ii. Tax payment is voluntary: One can avoid paying by avoiding to buy the taxed commodities.
iii. Not possible to evade: because all who buy taxed commodities pay unconsciously.
iv. Convenient to the payer: because it is paid in small amounts while buying a product and is paid unconsciously.
v. Flexible: Enables govt. to raise/reduce the tax rate to suit prevailing economic situation.
vi. Stimulate effort: Indirect tax compels people to work hard and earn more so as to afford goods whose price has increased.
vii. Collects more revenue: Coz it targets a large number of people who must use the taxed commodities.

3. a) Explain five ways in which entrepreneurship has benefited Kenyan economy.		(10mks)
· Creation of employment– Entrepreneurs start businesses that create jobs directly and indirectly, reducing unemployment and increasing incomes.
· Formation of capital – Businesses generate wealth and encourage investment, increasing the country's capital.
· Reduces rural–urban migration – Establishing businesses in rural areas creates local employment opportunities.
· Raises the standard of living – Increased income and employment improve people's quality of life.
· Improves infrastructure – Business activities encourage the development of roads, electricity, communication, and other facilities.
· Reduces foreign dominance – Local entrepreneurs produce goods and services, reducing dependence on foreign firms.
· Promotes the exploitation of local resources – Entrepreneurs utilize locally available raw materials and labour productively.
· Promotes technology – Entrepreneurs adopt and develop new technologies, improving production efficiency.
· Promotes an entrepreneurial culture – Successful entrepreneurs inspire others to start businesses.
· Increases the variety of goods and services – Consumers enjoy more choices due to different business offerings.
· Facilitates training in business management – Entrepreneurship provides opportunities to acquire management and business skills.
· Promotes economic growth – Increased production, investment, and employment contribute to national economic growth.
· Contributes government revenue – Businesses pay taxes, licences, and other levies that finance public services.
· Encourages innovation, research, and development – Entrepreneurs develop new products, services, and production methods, boosting competitiveness.



    b) 
	Ondiko Traders
Two-column Cashbook
As at 31st March 2008

	Date
	Details
	Cash
	Bank
	Date
	Details
	Cash
	Bank

	2008
Mar 1
	Balance b/d
	100,000
	243,000
	2008
Mar 3
	Insurance
	5,000
	

	Mar 8
	Otieno (Debtor)
	
	25,000
	Mar 5
	Purchases
	20,000
	

	Mar 11
	Sales
	14,000
	
	Mar 14
	Equipment
	
	37,000

	Mar 18
	Bank (C)
	15,000
	
	Mar 15
	Wanjiku (Creditor)
	
	18,000

	Mar 20
	Cash (C)
	
	30,000
	Mar 18
	Cash (C)
	
	15,000

	Mar 27
	Sales
	
	8,000
	Mar 20
	Bank (C)
	30,000
	

	Mar 29
	Commission
	
	6,000
	Mar 23
	Rent
	
	12,000

	
	
	
	
	Mar 31
	Drawings
	10,000
	

	
	
	
	
	Mar 31
	Balance c/d
	64,000
	230,000

	
	
	129,000
	312,000
	
	
	129,000
	312,000

	Apr 1
	Balance b/d
	64,000
	230,000
	
	
	
	







4. a) The promoters of ABC Manufacturing Ltd. are preparing the documents required for the                  registration of the company. One of the documents is the Memorandum of Association. 
Explain five contents of the Memorandum of Association. 					(10mks)
i. Name Clause – States the official name of the company as approved by the Registrar of Companies.
ii. Object Clause – Specifies the main business activities and objectives for which the company is formed.
iii. Liability Clause – Indicates the extent of the members' liability, usually limited to the amount invested in the company's shares
iv. Capital Clause – States the company's authorized share capital and how it is divided into shares of a fixed value.
v. Situation Clause – States the location of the company's registered office, where official communications and legal notices are sent.
vi. Declaration Clause – Contains a declaration by the subscribers expressing their intention to form the company, together with their names, signatures, and the number of shares each agrees to take.

    b) Explain five features of chain stores.							(10mks)
i. Owned by the same business organization – All branches belong to one company and are under the same ownership.
ii. Managed and controlled by a central administration (head office) – Major decisions and policies are made at the head office.
iii. Each branch is managed by a branch manager – The manager is responsible for the day-to-day running of the branch and reports to the head office.
iv. Purchases are centralized – The head office buys goods in bulk and distributes them to all branches, reducing costs and ensuring uniform quality
v. Goods are sold mainly on a cash basis – This minimizes bad debts and improves cash flow.
vi. Prices are standardized in all branches – Customers pay the same prices regardless of which branch they visit.
vii. Goods can be transferred from one branch to another – This helps balance stock levels and meet customer demand.
viii. Branches mainly deal in fast-moving consumer goods – They commonly stock everyday household items with high demand.
ix. Sales are decentralized – Each branch sells directly to customers while operating under company policies.
x. All branches deal in the same type of products – Every branch stocks similar product lines.
xi. Branches have a uniform outward appearance and interior layout – Stores have the same branding, design, and arrangement, making them easily recognizable.


5. (a) Explain five current trends in the transport sector. 				(10mks)
i. Increasing shift towards use of pipeline and containerization to enhance safety and efficiency in moving special products.
ii. The use of electric trains in place of the diesel engines to save on the cost of biofuels and pollution.
iii. The use of underground tunnels for trains to ease congestion on the surface.
iv. Dual-carriage roads are being developed to ease congestion and minimize road accidents.
v. The development of planes with larger carrying capacity and higher speed is a major feature in air transport.
vi. Increased use of boda boda to carry people and goods in towns, bus terminals and rural areas.
vii. Private/personal vehicles with less carrying capacity e.g. four-seater vehicles are being used as matatus.
viii. Passenger vehicles are being fitted with radios, music systems and videos to entertain customers as they travel.
ix. High spread of HIV/AIDS especially through the long distance drivers and travelers who sometimes engage in irresponsible sex.
x. Degradation of the environment through smoke and noise.
xi. Emergence of water hyacinth has really posed a threat to water transport system especially in Lake Victoria.
xii. Cargo handling and carriage container cranes and carriers have been specially developed to handle the containers during transportation.
(b) Explain five reasons why the government needs to prepare a development plan before utilizing 
public resource. 										(10mks).
i. Planning helps in allocating the country’s scarce productive resources in the best way possible.
ii. To help in correcting high inequalities in income distribution which leads to undesirable sharing of goods and services among the people.
iii. It acts as a basis for attracting foreign aid and investments which boost the economic growth and development.
iv. It helps in changing or appealing to the people’s attitude and psychology thereby mobilizing them to participate in development activities.
v. It assists in coordinating different bodies and ministries of the government in initiating development programs
vi. Development planning help in influencing external relations to achieve the desirable effects on the economy.
vii. It provides guidelines and strategies on how to reduce unemployment and increase employment opportunities in the economy
viii. It helps in initiating long-term development projects in the country which spur economic growth and development.
ix. It helps in evaluating the performance of the economy and hence a basis for future development.
x. Planning helps in correcting imperfections in the market for example monopolies and oligopolies.

6. (a) Explain five circumstances under which written communication would be more effective. (10mks).
i. Where the message is clear to the recipient enabling easier understanding
ii. Where the medium chosen to pass the message is appropriate for the message to get to the right people.
iii. When the sender has proper or appropriate knowledge of the information to be passed.
iv. When the sender has adequate information about the intended recipient e.g. the age emotional and physical challenges.
v. Where the recipient has a positive attitude towards the message being send and the sender.
vi. Where the message gets to the intended recipient in good time
vii. Where the sender provides sufficient information to the recipient for proper interpretation of the message.
viii. Where the environment of the recipient or sender is free from obstructions or noise enabling clear reception or sending of the message.

[bookmark: _Hlk233897745][bookmark: _Hlk235085068](b) Draw millennium’s cash payments journal for the month of March 2026 from the following transactions and post the sub-totals to the relevant ledgers. 					(10mks).
March 1; paid kubai by cheque no. 20 kshs. 210,000.
March 5; paid wages by cash kshs. 19,915.
March8; paid ouru by cheque no.26 kshs. 28,800 after deducting a cash discount of shs. 2,000.
March 10; paid Wanjala in cash shs. 15,000 after being allowed a cash discount of kshs. 300.
March 19; paid Bayusuf kshs. 120,000 in cash.
March 22; paid kshs. 36,000 into bank.
March 25; paid sundry expenses kshs. 40,000 by cheque no. 29.

                                                                              Millennium traders
                                                                           Cash payments journal
                                                                                 For  March 2026
	date
	details
	Receipt/cheque no
	folio
	Discount received
	Cash
Ksh
	Bank
Ksh

	1/3/26
	Kubai
	20
	
	
	
	210,000

	5/3/26
	Wages
	
	
	
	19,915
	

	8/3/26
	Ouru
	26
	
	2,000
	
	28,800

	10/3/26
	Wanjala
	
	
	300
	15,000
	

	19/3/26
	Bayusuf
	
	
	
	120,000
	

	22/3/26
	Bank
	
	c
	
	36,000
	

	25/3/26
	Sundry Expenses
	29
	
	
	
	40,100

	
	Totals posted
	
	
	2,300
	190,915
	278,900

	
	to
	
	
	Disc.rec. a/c (cr) in Gen. ledger
	Cash a/c (cr) in cashbook
	Bank a/c (cr) in cashbook



Posting to the general ledger
                                                                         
                                                             Discount received a/c
	date
	details
	f
	shs
	date
	details
	f
	shs

	
	
	
	
	31/3
	Discounts for the month
	CPJ
	2,300

	
	
	
	
	
	
	
	



Posting to the cashbook
                                                                            Cash a/c
	date
	details
	f
	shs
	date
	details
	f
	shs

	
	
	
	
	31/3
	Payments for the month
	CPJ
	190,915



                                                                            Bank a/c
	date
	details
	f
	shs
	date
	details
	f
	shs

	
	
	
	
	31/3
	Payments for the month
	CPJ
	278,900
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