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QUESTION 1 (30 marks)

1. A country’ economic environment exercises the most direct and immediate influence on
entrepreneurship and entrepreneurial activities. Explain three economic factors that affect
the growth and success of entrepreneurship. (6 marks)

2. Considering morals in commercial ventures is to the benefit of the organization since it is
believed in certain quarters that “good ethics is good business.” Explain four social and
cultural factors that shapes people’s basic beliefs, values and norms in entrepreneurship
(8 Marks)

3. The basic function of a stock exchange is the raising of funds for investment in long-term
assets. List five other functions of the stock exchange. (5 Marks)

4. Provide three distinctions between an entrepreneur and a manager (6 Marks)

5. Explain five disadvantages of starting your own small or medium business (5 marks)

QUESTION 2 (20 marks)

1. Provide four advantages of investing in shares listed in the stock exchange (4 Marks)

2. For the success of new entrepreneurial venture, and entrepreneur has to perform certain
critical functions. Outline the main functions of an entrepreneur (5 Marks)

3. A large number of entrepreneurs particularly in the small enterprises fail due to several
problems and barriers. Provide five barriers to successful entrepreneurship (5 Marks)

4. The Sessional Paper No. 2 of 1999 enumerates several factors as standing in the way of
development of the small enterprise and Jua Kali sector. List three of these factors (6
Marks)

QUESTION 3 (20 marks)

1. Share prices in the stock exchange are influenced by a very wide range of factors.
Provide at least five factors that may dictate the change in share prices (5 marks)

2. Y.A. Say describes entrepreneurship as a necessary dynamic force for economic
development. Outline five important roles that an entrepreneurship plays in the economic
development of an economy. (5 Marks)

3. In a family business major policy-making decisions and significant proportion of the jobs
are held by the members of the extended family. Explain three advantages of family
firms. (6 Marks)

4. Provide four advantages of buying an existing business (4 marks)

QUESTION 4 (20 marks)

1. Despite the fundamental role SME’s play in the Kenyan economy, these enterprises are
not able to operate to their optimum level due to the challenges they face. Explain at least
three of these challenges. (6 Marks)



Describe four aspects that necessitate the valuation of securities and shares in a company
(5 Marks)

. Explain five advantages of equity financing (5 Marks)

Describe at least two qualitative characteristics of financia] statements (4 Marks)

QUESTION 5 (20 marks)

1.

In creating jobs, producing goods and services and contributing to community’s tax base
and creating wealth, outline three elements associated with the concept of an entrepreneur
(6 marks)

Outline two disadvantages of using Debt Financing as a way of raising investment capital
for anew business. (4 marks)

A company’s financial analysis is important to various parties with a financial stake in
the company. Identify three of these parties and explain why the analysis are useful to
them. (6 Marks)

4. Explain four disadvantages of buying a franchise (4 marks)
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