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BUSINESSSTUDIES
FORM1SIMPLIFIEDNOTES
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INTRODUCTION

BUSINESS:Referstoalltheactivitiescarriedoutbyanindividualoranorganisationinvolvingthe

provisionofgoodsandserviceswiththeaim ofmakingprofit

BUSINESSSTUDIES:Referstothestudyoftheactivitiesthatarecarriedoutinandaround

production,distributionandconsumptionofgoodsandservices.

BASICTERMSUSEDINBUSINESSSTUDIES

a)Goods

Thesearetangibleitemsi.e.itemsthatcanbetouchedandfelte.g.furniture,fruits,goodsetc.

b)Services

Servicesareactionsoractivitiesthatcanbesold.Theyareintangible.Examplesinclude;teaching,

banking,shoeshiningetc.

c) Production

Productionreferstothecreationofgoodsandservices.Italsoreferstotheprocessofincreasing

theusefulness(utility)ofgoodsandservices.

Peoplewhoareinvolvedinproductionareknownasproducers.Examplesofproducersinclude:

teachers,lawyers,doctors,farmers,constructorsetc.

d)Distribution

Referstothemovementofgoodsandservicesfrom producerstotheusers(consumers)

Someoftheactivitieswhichtakeplaceduringdistributionmayinclude:

 Transportation

 Storage

 Insurance
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 Advertisingetc.

e)Consumption

Referstothefinaluseofgoodsandservices.Peoplewhousegoodsandservicesareknownas

consumers.

Consumptionisthemainobjectiveofproduction

COMPONENTSOFBUSINESSSTUDIES

ComponentsofbusinessstudiesreferstothedisciplineswhosetopicsarecoveredinBusiness

studies.Thesedisciplinesinclude:

 Economics

 Commerce

 Accounting

 Officepractice

 Entrepreneurship

a)Economics

Referstothestudyofhowhumanbeingsstrivetosatisfytheirendlesswantsusingtheavailable

limited(scarce)resources.Humanwantsarethedesiresofhumanwants.Resourcesarethe

thingsrequiredbyhumanbeingstosatisfyhiswants.

b)Commerce

Referstothestudyoftradeandaidstotrade.Tradereferstotheexchangeofgoodsandservices

forothergoodsandservicesorformoneywhereasaidstotradereferstothehumanactivitiesthat

facilitatetrade.Examplesofaidstotradeare:

 Transport

 Banking

 Warehousing

 Insurance

 Communication

c) Accounting

Referstothesystematicwayofrecordingbusinessactivitiesfordecisionmakingpurposes

d)Officepractice

Referstoalltheactivitiesthatarecarriedoutintheoffice.Suchactivitiesmayincludefiling,

clericalwork,reproductionofdocumentsetc.

e)Entrepreneurship

Referstothestudyofalltheactivitiesinvolvingtheidentificationofabusinessopportunityand

acquiringnecessaryresourcestostartandrunabusiness.Thepersonwhocarriesout
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entrepreneurshipisknownasanentrepreneur.

IMPORTANCEOFBUSINESSSTUDIES

a)Assiststhelearnertounderstandothersubjectsbettere.g.mathematics,agricultureetc.

b)ProvidesbasicknowledgetofacilitatefurtherstudiesinBusinessstudies

c) Equipsthelearnerwithknowledgeandskillsthatcanenablehim/herstartandruna

business

d)Enablesthelearnerappreciatetheimportanceofbusinessinthesociety

e) Assistthelearnertodevelopabilitytoinquire,thinkcriticallyanddeveloprational

judgement

f) Enablesthelearnertoappreciatetheimportanceofethicalpracticesandefficientbusiness

management

g)Enablesthelearnertoacquireself-disciplineandpositiveattitudetowardswork

h)Assiststhelearnerinenhancingcooperationandinterrelationinsocietythroughtrade

i) Enablesthelearnerunderstandtheroleplayedbythegovernmentinbusiness

j) Enablesthelearnerappreciatetheroleplayedbycommunicationandinformation

technologyinmodernbusinessmanagement

k) Helpsthelearnerdeveloppositiveenvironmentalandhealthypractices

l) Equipsthelearnerwithskillsandknowledgetoenablehim/herevaluatebusiness

performance

m)Enablesthelearnerappreciatethebasiceconomicissuesinthesociety

n)Enablesthelearnerappreciatetheroleofaidstotrade(auxiliaryservices)inbusiness

o)Enablesthelearnerappreciatetherolemarketforces(demandandsupply)indetermining

thepriceofgoodsandservices

p)Enablesthelearnertorelatetheknowledge,skillsandattitudesacquiredtothedaytoday

businessactivitiesaroundtheschoolandtothesocietyingeneral

q)Enablesthelearnerappreciatetheroleofbusinessintheprovisionofgoodsandservices

r) Enableslearnersandmembersofthesocietyappreciatetheneedforgoodbusiness

managementpractices
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INTRODUCTION

MEANINGOFBUSINESS

Theterm businessreferstoanyactivitycarriedoutbyanindividualorbyanorganisationwiththe

aim ofmakingprofit.Theterm canalsobeusedtorefertofirmsorentitieswhichprofitgoodsand

servicesforthepurposeofmakingprofit.

PURPOSEOFABUSINESS

Themainpurposeofabusinessistomakeprofit.Thisisdonethroughtheprovisionofgoodsand

servicestopeoplewhoneedthem atafee.

Tomakeprofit,businessesshoulddothefollowing:

 Satisfytheircustomers

 Reduceoperatingcosts(expenses)

 Competefavourablywithotherbusinesses

Thepurposeofabusinessthereforeisto:

a)Makeprofit

b)Providegoodsandservicestothecommunity

c) Expandandgrowthebusinessbybuyingmorestockandopeningnewbranches

d)Surviveandremaininbusinessforalongtime

BUSINESSACTIVITIES

Abusinessactivityisanyactivitythatinvolvestheproduction,provisionandsaleofgoodsand

serviceswiththeaim ofmakingprofit.

Typesofbusinessactivities

a)Extraction

Referstotheremovingofgoodsfrom theirnaturalsetting.Extractioninvolvesactivitiessuchas

mining,farming,lumberingandfishing.

a)Processingofrawmaterials

Referstothechangingoftheform ofgoodswithoutcombingwithothers.Examplesofprocessing
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activitiesincludegrindingmaizeintoflour,refiningcrudeoiltoobtaindiesel,petrolandkerosene.

b)Manufacturing

Referstothecombiningofdifferentrawmaterialstocomeupwithafinalproducte.g.bakingof

breadbycombiningwheat,flour,yeast,sugar,margarineandwater.

c) Construction

Referstothebuildingofstructuressuchasroads,bridgesandhouses

d)Distributionofgoods

Referstoallactivitiesinvolvedinmovinggoodsfrom theproductionpointtowheretheyare

needed.Peoplewhocarryoutdistributionareknownasdistributors.Examplesofdistributorsare

thewholesalersandtheretailers.

e)Trade

Referstothebuyingandsellingofgoodswiththeaim ofmakingprofit.Peoplewhoareinvolvedin

tradeareknownastraders.

f) Provisionofservices

Referstothesellingofservicestotheconsumersbyindividualsororganisations.Examplesof

serviceprovidersincludeteachers,doctors,lawyersetc.

Importanceofbusinessactivities

a)Facilitatestheprovisionofgoodsandservicestothesociety

b)Bridgesthegapbetweenproducersandconsumers

c) Promoteshealthycompetitionwhichleadstoimprovementinqualityofgoodsand

services

d)Generatesprofit

TYPESOFBUSINESSENVIRONMENTSANDTHEIRCOMPONENTS

Theterm businessenvironmentreferstoconditionsorfactorswhichaffectbusinessoperations.

Therearetwotypesofbusinessenvironments,namely;

 Internalbusinessenvironment

 Externalbusinessenvironment

a)INTERNALBUSINESSENVIRONMENT

Internalbusinessenvironmentconsistsoffactorswhichaffectbusinessoperationsthatoriginate

from withintheorganisation.Internalbusinessenvironmentisalsoknownasmicroenvironment.

Componentsofinternalbusinessenvironment

Thesearefactorswhichconstituteinternalbusinessenvironment.Theyincludethefollowing;

 Resources

 Businessstructure
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 Businessculture

 Owners

 Themanagers

Thesefactorsarediscussedbelow

a)Resources

Resourcesreferstowhateverthatcanbeusedtoachievesetobjectives.Businessresources

includesthefollowing;

 Humanresources

Referstotheworkforceoremployeesinthebusiness.

Thequalityofhumanresourcesinfluencesthequalityofgoodsandservicesproducedbythe

businessthereforethebusinessmustemploypeoplewithrelevantskillstodotheworkassigned

tothem.

 Financialresource

Financialresourcesreferstomoneyrequiredtofacilitatetheoperationsofabusiness.Abusiness

withadequateproperlyallocatedandwellmanagedfinancialresourcesislikelytoperform better.

 Physicalresources

Thesearetangiblefacilitiessuchasbuildings,machineryandfurniturewhichbelongtothe

business.Thesefacilitiesenablessmoothoperationofthebusiness.

 Technology

Technologyreferstoskillsandmethodsusedinproduction.Useofappropriateandup-to-date

technologyensuresqualitygoodsandservicesareproduced

b)Businessstructure

Referstotheformalarrangementofactivitiesthatarecarriedoutbyvariouslevelsofthe

organisationsoastoensurethatobjectivesofthebusinessareachieved.

Businessstructurelaysdownthedutiesandresponsibilitiesofworkersintheorganisation.Italso

definestherelationshipamongworkersintheorganisation

Awelllaidoutbusinessstructurecontributestothesuccessofthebusinessinthefollowingways

 Itenableseachemployeeknowwhatisexpectedofhim

 Itenhancesteam work

 Itensuresthattherearenoconflictsanddisagreementsamongworkers

 Ensurepropercontrolinthebusiness

Apoorbusinessstructurewillmostlikelyleadtobusinessfailure

c) Businessculture
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Referstothecombinationofemployees’expectations,beliefsandvalueswithinthebusiness.

Businesscultureisnormallypassedfrom onegenerationofemployeestothenext.Forinstancea

businesswhichhasacultureofinvolvingemployeesindecisionislikelytoperform betterthanthe

onethatdoesnotinvolveemployeesindecisionmaking.

d)Owners

Theownersofthebusinessmakemajordecisioninfluencingtheoperationsofthebusiness

besidesprovidingnecessaryfinancestostartandrunthebusiness.

Gooddecisionswillleadtobusinesssuccesswhilepoordecisionsarelikelytoleadtobusiness

failure

b)EXTERNALBUSINESSENVIRONMENT

Externalenvironmentconsistsoffactorsfrom outsidewhichaffecttheoperationsofthebusiness.

Thesefactorsmaypresentopportunitiesorthreatstothebusiness.

Externalenvironmentofabusinessisalsoknownasthemacroenvironment.

Componentsofexternalbusinessenvironment

Referstofactorswhichconstitutetheexternalenvironmentofabusiness.Thesefactorsare

discussedbelow

a)Economicenvironment

Thesearefactorswhichinfluencetheabilityofbuyerstobuythegoodsandservicesofferedby

thebusiness.Thesefactorsmayinclude:

 Levelofbuyers’income

 Changesintaxrates

 Changesinpricesofrelatedproducts

Theabilityofbuyerstobuydeterminesthelevelofprofitabilityofthebusiness.

b)Demographicenvironment

Referstothechangesinthepopulation.Suchchangesmayinclude:

 Changesinthesizeofthepopulation

 Changesinthegeographicaldistributionofthepopulation

 Changesinageandsexstructureofthepopulation

 Changesinbirthanddeathratesinthepopulation

 Changesinpopulationdensity

Eachoftheabovechangeswillinfluencedemandforgoodsandservicesproducedbybusinesses,

forinstanceanincreaseinpopulationsizeincreasesdemandforgoodsandserviceswhereasa

decreaseinpopulationsizedecreasesdemandforgoodsandservices

c) Legal-politicalenvironment

Thegovernmentinfluencestheoperationofbusinessesbypassinglawsandpoliciesthatregulate
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theiractivities.Suchlawsmayrelateto:

 Taxation

 Pricecontrol

 Qualityandmeasures

Businesseswillthereforebeforcedtooperatewithinthelawssetoutbythegovernment.

Ontheotherhand,politicalstabilitycreatesaconduciveenvironmentforbusinessestooperatein

whereaspoliticalinstabilitycreatesunfavourablebusinessenvironmentleadingtobusinessfailure.

d)Technologicalenvironment

Technologyreferstothelevelofknowhowandefficientuseoftoolsandequipmentandother

resources.Useofappropriatetechnologyensuresbusinesssuccesswhereasuseofpoor

technologyislikelytobusinessfailure.

e)Culturalenvironment

Culturereferstothenormsthatregulatebehavioursofpeopleinthesociety.

Cultureincludescustoms,valuesandbeliefsthatarepracticedbymembersofagivensociety.

Cultureispassedfrom generationtogeneration

Culturedictateshowpeopleliveandwhatproductstoconsumee.g.Muslimsdonoteatpork.

Culturewillthereforeinfluencethetypesofgoodsandservicesthebusinesssells.

f) Competitiveenvironment

Thisisanenvironmentwherebyfirmscompeteforcustomersintheireffortstomaximizeprofit.

Thisenvironmentispresentwherefirmssellsimilarproductsorproductswhichservethesame

purpose.

Competitiveenvironmentcouldtakethefollowingforms:

 Genericcompetition

Thisreferstocompetitionwhereproductsareusedforthesamepurposeeventhoughsuch

productsaredifferente.g.cinemasanddiscos.

 Enterprisecompetition

Thisreferstocompetitionwherefirmsdealinsimilarproductse.g.shoesellingbusinesses

Competitiondeterminestheabilityofthebusinesstocontinueoperatinginthesensean

organisationwhichcannotcopewithcompetitionwillfinditselfoutofbusiness.

g)Physicalenvironment

Physicalenvironmentincludessuchfactorssuchasrelief,climateandinfrastructuresuchas

roads,watersupply,electricity,securityetc.

Thesefactorsmayaffecttheoperationofthebusinessbothpositivelyandnegatively.Forinstance,

goodinfrastructuresupportsbusinessactivitieswhereaspoorinfrastructurediscouragessuch

activities.

NOTE:insummary,theexternalenvironmentofabusinessiscomposedofthefollowing:
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 Customers

 Thegovernment

 Theeconomy

 Competitors

 Suppliers

 Thecommunity

 Technology

 Thephysicalenvironmente.g.vegetation,air,water,soiletc.

Healthybusinessenvironment

Ahealthybusinessenvironmentreferstoasituationwhereabusinessoperatesinharmonywith

bothitsexternalandinternalenvironments.

Abusinessshoulddothefollowingtoensureahealthybusinessenvironment

a)Itshouldensurethattheenvironmentisclean

b)Itshouldcomplywithalllaiddownlegalrequirementssuchasobtainingatradelicense

c) Itshouldchargefairpricesforitsgoodsandservices

d)Itshouldpayitsworkersfairlyandtreatthem humanely

e) Itshouldpayitssupplierspromptly

f) Itshouldpaygovernmenttaxesfully

(ILLUTRATION)
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INTRODUCTION

Humanwantsarethedesiresthathumanwantsstrivetoachievebyusinggoodsandservices.

Examplesofhumanwantsincludefood,clothes,phones,cars,educationetc.

Satisfactionofhumanwantsistheprocessofacquiringandusingresources.

CHARACTERISTICSOFHUMANWANTS

a)Theyareinsatiable

Humanwantscannotbefullysatisfied.Thisisbecause;

 Theyareendlesse.g.nomatterhowmanyclothesonehas,he/sheneedsmore

 Theyareunlimitedinnumbersi.e.theyaremanyhencethesatisfactionraisestheneedfor

satisfyingotherneeds.E.g.onceonehasenoughfood,he/shewillthinkofbuyingclothes.

b)Theyvaryinintensityandurgency

Theamountofgoodsandservicesrequiredvariesfrom onepersontoanotherandalsofrom time

totime.Thisvariationmayalsobeinfluencedbygenderandage.

c) Theyarecompetitive

Humanwantscompeteforattentiontotheextentthateachoneofthem yearnstobesatisfiedfirst.

Forexampleashumanbeingsstruggledtogetfood,otherneedssuchclothes,education,medical

careetc.willemerge.

d)Theyarerecurrent(repetitive)

Satisfactionofhumanwantsdoesnotlastforever.Aparticularwantwillwanttobesatisfiedover

andoveragain.Thisexplainswhyhumanwantseatatregularintervals.

e)Somehumanwantsareuniversal

Somehumanwantsarecommontoallhumanbeingsthoughinvaryingproportions.Forexample,

allhumanbeingsrequirefood,shelter,clothing,security,entertainmentetc.

f) Theyarehabitual

Somehumanwantstendtocreateahabitamonghumanbeingsofbeingdesiredeverynowand

then.Forexamplesomepeoplehavedevelopedofonlyusingacertaintypeorbrandoftoothpaste
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g)Theyrequireresources

Allhumanwantsrequireresourcesforthem tobesatisfied.Forexample,foronetoacquire

resourcessuchasteachers,money,books,pensdesksetc.arerequired.

h)Theyarecomplimentary

Somehumanwantsarenotusedinisolation,theyhavetobecombinedwithothers.Forexample,

acarrequiresfueltooperate

TYPESOFHUMANWANTS

Humanwantscanbeclassifiedintobasicandsecondarywants.Thesearediscussedbelow:

a)Basicwants

Thesearetherequirementsthatonecannotdowithoutbecausetheyarenecessaryinlife.

Theyatealsocalledprimarywants.

Theyincludefood,shelterandclothing.

Basicwantsmustbesatisfiedbeforeotherwants(secondary)aresatisfied.

Characteristicsofbasicwants

 Onecannotdowithoutthem

 Theyarefeltneeds

 Theycannotbepostponed

 Theyaresatisfiedbeforesecondarywants

b)Secondarywants

Thesearerequirementsthatonecanwithoutbutareneededtomakelifemorecomfortable.

Secondarywantscanbecategorisedintocomfortsandluxuries.

Comforts:thesearewantswhichimproveone’slivingstandardsbeyondthelevelofmeresurvival.

Theyincludethingslikefurniture,medicalcare,securityandeducation

Luxuries:thesearewantsthatprovideexcessivecomfort.Thyincludethingslikegoldwatches,

veryexpensivecars,fortybedroomedhouse,somefoodslikebiscuitsandsweetsetc.

NOTE:sometimessecondarywantsmaybeclassifiedasbasicwants.E.g.medicalcaretoasick

personisabasicwant.

Waysinwhichcommercesatisfieshumanwants

a)Facilitatesexchangewhichenablespeopletoacquirewhattheydon’thave

b)Facilitatesstorageofgoodsuntilthetimetheyareneeded

c) Facilitatesmovementofgoodstowheretheyareneeded

d)Facilitatestheconversionofgoodstotherightform

GOODSANDSERVICES
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Goodsandservicesalsoknownascommodities,havedistinctfeaturesthathelpindifferentiating

betweenthem.Thesefeaturesarediscussedbelow

a)Goods

Goodsaretangiblephysicalcommoditiesthatareusedtosatisfyhumanwants.

Characteristicsofgoods

a)Theyaretangible

Goodscanbetouchedandfelt.Thisisbecausetheyarematerialinnature.

b)Theycanbestored

Goodscanbestoredforfutureuse.Somegoodscanstaylongerthanotherswithoutgettingspoilt.

Goodswhichstayforlongwithoutgettingspoiltareknownasdurablegoodse.g.furniture,

buildingsetc.whereasgoodswhichgobadeasilyunlessstoredunderspecialconditionsare

knownasperishablegoodse.g.onions,vegetables,breadetc.

c) Theirqualitycanbestandardized

Thequalityofgoodscanbemadeuniform throughtheuseofcertainmachines.Thisenablesthe

productionofgoodsofspecificsizesandqualities.

Goodscanalsobestandardizedthroughqualitycontrol.Qualitycontrolistheprocessofensuring

goodsproducedmeetsetstandards

d)Theycanchangepossession

Goodscanchangeownershipthroughtrade.Theycanalsochangepossessionthroughdonations.

e)Theycanbeseen

Mostgoodsotherthanaircanbeseen.

f) Theirqualitycanchangeovertime

Somegoodsloosevalueovertime.Thesemayincludegoodslikefurniture,cars,buildingsetc.On

theotherhandsomegoodssuchaslandincreaseinvalueovertime.

b)Services

Servicesareactions.Theyareintangibleandinvisible.Examplesofservicesincludeteaching,

transportation,bankingetc.

Characteristicsofservices

a)Theyareintangible

Servicescannotbetouchedandfeltsincetheyareimmaterial.Howevertheeffectsofservicescan

befelte.g.theeffectofentertainmentishappiness.

b)Theycannotbestored

Servicesareextremelyperishable.Theyareconsumedastheyareprovided.

c) Theirqualitycannotbestandardised
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Qualityofservicescannotbestandardisedbecausetheyvaryovertimefrom oneserviceprovider

toanother.E.g.thequalityofhairdressingvariesfrom onehairdressertoanother

d)Theycannotbeseparatedfrom theprovider

Servicesareprovideddirectlyfrom theprovidertotheconsumer,thereforetheycannotchange

possession.Forinstance,ateacherhastobethereforteachingtotakeplace.

e)Theycannotbeseen

Servicesareactionswhichnotinmaterialform,therefore,theycannotbeseen

Differencesbetweengoodsandservices

Goods Services

Theyaretangible Theyareintangible

Theycanbestored Theycannotbestored

Theycanbestandardized Theycannotbestandardized

Theycanchangepossession Theycannotbeseparatedfrom theprovider

Notallgoodsareperishable Theyarehighlyperishable

Mostofthem canbeseen Theycannotbeseen

Theycanchangeinvalueover

time

Theycannotchangeinvaluesincetheycannot

change

ECONOMICRESOURCES

Resource:resourcereferstothemeansofachievingaresultorofdoingsomething.

Economicresources:theseareresourceswhicharescarceandhavemoneyvalue.Humaneffort

orapriceisrequiredtoobtainthem.Examplesofeconomicresourcesincludefood,books,

mineralsetc.

NOTE:someresourcesareplentyinsupplyandhavenomoneyvalue.Suchresourcesarecalled

freegoodsbecausetheyareprovidedfreelyasgiftsofnature.Examplesincludeair,rainand

sunshine.

Freegoodsmaybeviewedaseconomicresourcesdependingontheactivitiescarriedonthem.E.g.

fishingandtransportmakessomewaterbodieseconomicactivities

CHARACTERISTICSOFECONOMICRESOURCES

a)Theyarescarceinsupply

Economicresourcesarelessinsupplythanwhatisrequiredbyhumanbeings.Thisiswhyhuman

beingsneededtoworkinordertoacquiretheseresources.

b)Theyhavemoneyvalue

Thevalueofeconomicresourcescanbeexpressedintermsofmoney.Themoneyvalueistheir

exchangeprice.Thismoneyvaluefacilitateschangeinownership.E.g.thepriceofapacketof

milkisKsh60.Thisisitsmonetaryvalue
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c) Theyareunevenlydistributed

Economicresourcesareavailableinvaryingquantitiesatdifferentplaces.Someplacesmayhave

moreofaparticularresourcethanothers.E.g.oilisnotavailableeverywhere

d)Theyhaveutility

Utilityreferstotheusefulnessorabilityofacommoditytosatisfyhumanwants.Alleconomic

resourcesarecapableofsatisfyinghumanwantsinonewayoranother.

e)Theyhavealternativeuses

Economicresourcesmaybeputtodifferentuses.Forexampleapieceoflandcanbeusedfor

farming,constructionortheownercanevenrentitout.Peoplethereforehavetofindusefuluses

fortheresourcesattheirpossession.

f) Theycanchangeownership

Duetothefactthateconomicresourceshavemoneyvalue,changeinownershipfrom oneperson

toanothercanbeeffectedthroughsale.Ownershipcanalsochangeasadonationorasagift.

g)Theycanbecombined

Economicresourcescanbecombinedinotherquantitiestoproduceothergoodsandservices.For

examplewood,nailsglueandvarnisharecombinedincertainquantitiestomakeatable

h)Theycanbecomplimentary

Differenteconomicresourcescanbeconsumedorusedtogether.Forexamplebreadmaybeused

withblueband.

CLASSIFICATIONOFECONOMICRESOURCES

Economicresourcescanbeclassifiedintothree.Namely:

 Naturalresources

 Man-made(artificial)resources

 Humanresources

 Renewableresources

 Non-renewableresources

1)Naturalresources(giftsofnature)

Theseareresourceswhichareprovidedbynature.Theyincludeforests,rivers,mountains,lakes,

climateandland

Humanbeingsworkonnaturalresourcestocreategoodsandservices.

Humanbeingsmustusenaturalresourcesprofitablyinordertogainfrom them.Forexample

sunshineisbeneficialeconomicallywhenitisusedtoprovidesolarenergy.

Fornaturalresourcestocontributetoeconomicdevelopment,humanbeingsmust,
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a)Knowthattheyexist

b)Usetheirknowhowtoextracttheresourcefrom theirnaturalsetting

c) Usetheextractedresourcestoproducegoodsandservicesthatcansatisfyhumanwants

Naturalresourcesinfluencespeoples’cultureandtheirattitudetowardswork.E.g.peoplewholive

incoldplacesmayusetheresourcesavailabletoprotectthemselvesfrom coldsuchastheuseof

fur

Economicimportanceofnaturalresources

a)Theycreateemploymentduringextractionandexploitation

b)Theyproviderawmaterialforindustries

c) Theybringforeignexchangetothecountrywhenexported

d)Theyareasourceofenergy

e) Providessettlementforbothhumanbeingsandanimals

f) Theyareasourceoffood

Reasonswhythegovernmentcontrolstheexploitationofnaturalresources

a)Topreventthemisuseofresources

b)Topreventenvironmentaldegradation

c) Toconservetheresources

d)Tocontrolproductionactivitieswhichrequirenaturalresources

e) Togeneraterevenuefrom theexploitationofresources

f) Promotetourism

2)Man-maderesources(artificialresources)

Theseareresourceswhicharecreatedbyhumanbeingstobeusedinsatisfyingtheirwants.They

aremadefrom naturalresources.

Humanbeingsusenaturalresourcestoproducegoodsandservicesthatareconsumeddirectly

(consumergoods)e.g.foodandclothesortoproducegoodsandservicesthatcanbeusedto

produceothergoods(producerorcapitalgoods)e.g.machines.

3)Humanresources

Theyrefertohumanbeingswhenrenderingservicesinproductionofgoodsandservices.

Anindividualbecomesaneconomicresourcebyusinghis/herintelligenceandphysicalstrengthin

theproductionofgoodsandservices.

Examplesofhumanresourcesareteachers,doctors,lawyers,engineersetc.

4)Renewableresources

Theseareresourceswhosesupplycanberestored.Theyincludewood,fuel,hydroelectricpower,
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solarenergy,windpowerandsodaash.

5)Non-renewableresources

Theseareresourceswhosesupplycannotberestoredafteruse.Usingthisresourcesresultsin

theirexhaustione.g.gold.Howeveritshouldbenotedthatwithtechnology,certainnon-renewable

resourcescanberenewed.E.g.petroleum oilcanbereplacedwithgasoholonceexhausted.

Examplesofrenewableandnon-renewableresources

Renewableresources Non-renewableresources

Wood Coal

Naturalrubber Buildingstone

Wool Gravel

Silk Iron

Leather Aluminium

Solarenergy Gold

Hydro-electricpower Lead

Windpower Naturalgas

Sodaash

vehicle

SCARCITY,CHOICEANDOPPORTUNITYCOST

Scarcity:referstoalimitationinsupplyofeconomicresourcesinrelationtotheunlimitedwants

Choice:referstoselectionofthehumanwantstobesatisfiedusingthescarceresources

Opportunitycost:thisisthevalueoralternativeforegoneinordertosatisfyanequallycompeting

want

Resourcesarescarce,asaresult,humanbeingsmustmakeachoiceonwhatwantstosatisfy

usingtheavailableresourcessincealltheirwantscannotbesatisfiedusingtheresourcesthatare

available.ForexampleastudentwithKsh30tobuyeitherapenoraloafofbreadwillbeforcedto

buyoneofthetwoproductsandundergotheother.Ifhe/shedecidestobuyapen,thenhe/she

willhavetosacrificealoafofbread.Thissacrificeiscalledopportunitycost.



isabokemicah@gmail.com

Novels,UpdatedCPA,ICT,KASNEB,HighSchool&PrimarySchoolNotes 0714497530

TOPIC:PRODUCTION
CONTENTS

 Introduction

 Typesofutility

 Typesofproduction

 Levelsofproductionandrelatedactivities

 Factorsofproductionandtheirrewards

 Divisionoflabourandspecialisation

 Classificationofgoodsandservicesproducedinaneconomy

INTRODUCTION

Productionreferstothecreationofgoodsandservicesinordertosatisfyhumanwants.

Itmayrefertotheincreasingtheusefulnessofgoodsandservices.

Productioninvolvestheactivitiesthatenablesonetoprovidegoodsandservices.Suchactivities

mayinclude:

 Thetransformationofrawmaterialsintofinishedgoods

 Transportation

 Storage

Thegoodsandservicescreatedthroughproductionmusthaveusefulness(utility)tothe

consumer

TYPESOFUTILITY

Utilityreferstotheabilityofagoodorservicetosatisfyhumanwants.

Therearefortypesofutility;

 Form utility

 Placeutility

 Timeutility

 Possessiveutility

a)Form utility

Referstochangingoftheform ofacommoditye.g.convertingrawmaterialsintofinishedgoods.

Agoodexampleofform utilityistheconversionofsugarcaneintosugarthroughprocessing

b)Placeutility

Referstochangingofthelocationofacommodityinordertobridgethegeographicalgapbetween
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theproducerandtheconsumer.

Placeutilityisfacilitatedbytransportation.E.g.transportingbreadtoschool.

c) Timeutility

Referstomakingcommoditiesavailabletoconsumersattherighttime.Itcreatedwhenagoodis

storeduntilitisreadyforuse.

Timeutilityisfacilitatedbystorage.E.g.foodintheschoolstoreduringtheholidaytobeused

whentheschoolre-opens

d)Possessiveutility

Referstothetransferofownershipofcommoditiesfrom onepersontoanother.

Possessiveutilityismostlyfacilitatedthroughtrade.E.g.transferringownershipofbreadthe

shopkeepertothestudent.

Forownershipofgoodsandservicestobetransferred,apricemustbepaid.

TYPESOFPRODUCTION

Productioncanbeclassifiedintotwo;

 Directproduction

 Indirectproduction

1)Directproduction

Referstotheproductionofgoodsandservicesforone’sownconsumption.

Itisalsoknownassubsistenceproduction.

Examplesofdirectproductionmayincludecaseswhereonegrowsfoodproductsforhis/herown

useorwhereonemakesclothesforhis/herownuse

Characteristicsofdirectproduction

a)Goodsproducedareoflowquality

b)Encouragesindividualism

c) Leadstolowstandardofliving

d)Canbeverytiring

e) Itdoesnotencourageinventionandinnovation

f) Alotoftimeiswastedasonemovesfrom onejobtoanother

g)Cheaptoolsareusedinproduction

h)Itismostlydoneonsmallscale

i) Goodsandservicesareproducedforone’sownuse

j) Therateofproductionislow
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Advantagesofdirectproduction

a)Requireslessfinances

b)Requiredgoodscanbeproduceddirectly

c) Specialisationisnotnecessaryhencetheproducercanengageinseveralotheractivities

Disadvantagesofdirectproduction

a)Itcannotsatisfyalltheneedsoftheproducer

b)Poorqualitygoodsareproduced

c) Improvementofthequalityofgoodsmaynotbepossible

d)Itdiscouragescreativityandinnovation

e) Varietyofgoodscannotbeproduced

f) Resultsinpoorlivingstandards

g)Therateofproductionisquitelow

Reasonsforthepopularityofdirectproduction

a)Mostproducersrelyonpoortechnology

b)Mostproducershavelowincomes

c) Negativeattitudetowardscommercializationofproductionactivities

d)Poorresourceendowment

e) Lackofinternationaltrade

f) Lackofmarketforgoodsandservicesproduced

g)Lackofskillstoproduceinlargescale

2)Indirectproduction

Referstotheproductionofgoodsandserviceswiththeaim ofsellingtheexcesstoacquirewhat

onedoesnothave.

Indirectproductionisgearedtowardssatisfyingthewantsofanindividualandthoseofothers.

Characteristicsofindirectproduction

a)Productioniswithaviewofexchange

b)Encouragesspecialisation

c) Itresultsinsurplusproductionofgoodsandservices

d)Itencouragesinventionandinnovation

e) Improvesthestandardoflivingoftheproducer

Advantagesofindirectproduction

a)Itencouragesspecializationinproduction
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b)Itimprovestheskillsoftheproducersincetasksaredonerepeatedly

c) Betterqualitygoodsandservicescanbeproduced

d)Therate/speedofproductionishigh

e) Itleadstocreativity,inventionandinnovationinproduction

f) Varietyofgoodscanbeproduced

g)Itleadstohighlivingstandards

h)Itpromotestrade

i) Itpromotespeaceandunderstandingamongpeoplethroughtrade

j) Itpromotesdivisionoflabour

Indirectproductionencouragesinterdependenceamongcountriesastheyengageintrade.

LEVELSOFPRODUCTIONANDRELATEDACTIVITIES

Therearethreelevelsofproduction;

 Primarylevel

 Secondarylevel

 Tertiarylevel

a)Primarylevel

Thislevelisalsoknownastheextractionlevel.Itinvolvestheextractionofgoodsfrom their

naturalsetting.

Theproductsofprimarylevelareeitherusedintheiroriginalform orareprocessedfurtherto

makethem moreuseful.E.g.watercanbeconsumedinitsnaturalstatewhilewoodmustbe

processedintofurnitureinordertobeuseful.

Atthislevel,humanbeingsdonotcreategoods.

Examplesofactivitiesinvolvedinprimaryproductionare;

 Mining

 Farming

 Fishing

 Lumbering

b)Secondarylevel

Thislevelinvolvesthetransformationofrawmaterialsintofinishedgoodsorintoamoreuseful

form.

Thislevelincludesmanufacturingandconstructionactivities.

Examplesofmanufacturingactivitiesinclude;

 Foodprocessing
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 Textileandfurnituremaking

Examplesofconstructionactivitiesinclude;

 Buildinghouses

 Constructionofroads

 Constructionofrailwaylines

c) Tertiarylevel

Thislevelofproductiondealswithprovisionofservices.Theseservicesmaybeclassifiedintotwo;

 Commercialservices:theseareactivitiesareeitherorwhichassisttradetotakeplace.

Commercialservicesincludesthefollowingoccupations;wholesaling,retailing,banking

andinsurance

 Directpersonalservices:theseareserviceswhicharerendereddirectlytotheconsumer

(s).examplesofoccupationscategorisedundernon-personalservicesincludethe

following;nursing,teaching,legalpracticeandpastoralduties

Differentlevelsofproductionandexamplesofoccupations

level nature Examples

Primary Extraction  Lumbering

 Mining

 Farming

Secondary Processing

Manufacturing

Construction

 Maizemilling

 Coffeeprocessing

 Oilrefining

 Breadmaking

 Textilemanufacturing

 Chemical

manufacturing

 Roadconstruction

 Housebuilding

 Railwayconstruction

Tertiary Commercialservices  Banking

 Insurance

 Wholesaling
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Directpersonalservices

 Retailing

 Teaching

 Hairdressing

 Medicalcare

 Nursing

FACTORSOFPRODUCTIONANDTHEIRREWARDS

Factorsofproductionarethenecessaryresourcesrequiredintheproductionprocess.

Factorsofproductionarecategorisedintofour;

 Land

 Labour

 Capital

 Entrepreneurship

a)Land

Landreferstoallthenaturalresourcesbelow,onorabovethesurfaceoftheearth.

Landisimportantinproductionbecauseitprovidesspaceonwhichproductiontakesplace

besidesprovidingrawmaterialstobeusedintheproductionprocess.

Landearnsareward/remuneration/incomeinform ofloyalty/rent/rates.

Itscharacteristics

a)Itisbasicfactorofproduction,i.e.withoutlandproductioncannottakeplace

b)Itssupplyisfixed.i.e.itssizecannotbeincreased

c) Itisanaturalresource

d)Itissubjectedtothelawofdiminishingreturnsi.e.itsproductivityreduceswithcontinuous

usage.

e) Itlacksgeographicalmobilityi.e.itcannotbemoved.Itishoweveroccupationallymobile

i.e.itcanbeputtoseveraluses

f) Itsqualityishomogeneousi.e.productivityvariesfrom onepieceoflandtoanother

g)Itsproductivitycanbeincreasedbyincreasingthequalityandquantityofcapital.

b)Labour(humanresource)

Referstothehumaneffortappliedinproduction.Thiseffortcaneitherbephysicalormentalora

combinationofbothe.g.adriveruseshishands,legsandbrainatoncewhiledriving.

Foranyhumanefforttoberegardedaslabour,itmustbeaimedatproductionanditmustbepaid
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for.

Therewardforlabouriswages,commissionorsalaries.

Formsoflabour

Labourmaytakethreeforms;

 Skilledlabour

 Semi-skilledlabour

 Unskilledlabour

Skilledlabourreferstopeoplewhohaveacquiredtherelevantskillsforthejob.Semi-skilledlabour

referstopeoplewhohaveacquiredacertainlevelofskillsforthejob.Unskilledlabourrefersto

peoplewhohavespecialisedskillsforthejob

Characteristicsoflabour

a)Itisabasicfactorofproduction

b)Itcannotbestored

c) Itcannotbeseparatedfrom thelabourer

d)Itissaleable

e) Itishuman,withabilitytothinkandcapacitytogetannoyed

f) Labourismobilei.e.alabourercanmovefrom oneplacetoanotherorfrom oneprofession

toanother.

Waysofimprovingtheefficiencyoflabour

a)Givingworkersrelevanttoolsandequipment

b)Payingworkerswell

c) Appropriatelytrainingworkers

d)Improvingtheworkingconditions

e) Givingworkersincentives

f) Providingjobsecurity

g)Givingproperjobdescriptionstoworkers

h)Givingworkersfringebenefitssuchashousing,freemealsetc.

c) Capital

Capitalreferstoallman-maderesourcesusedinproductionofgoodsandservices.Howeverin

production,capitalreferstothosegoodsthatareproducedinordertobeusedinproducingother

goodsandservices.

Capitalincludesmachines,toolsandequipment.

Goodsthatareusedintheproductionofothergoodsandservicesareknownascapitalgoodsor

producergoods.
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Therewardforcapitalisinterest.

Characteristicsofcapital

a)Itisman-made

b)Itisabasicfactorofproduction

c) Itissubjecttodepreciation

d)Itcanbeimprovedbytheuseoftechnology

e)Entrepreneurship

Referstotheabilitytoorganiseotherfactorsofproductioninappropriateproportionsforeffective

production.

Entrepreneurshipisconductedbyanentrepreneur

Theentrepreneurincursallthecostsofproduction

Therewardforentrepreneurshipisprofit

Functionsofanentrepreneur

a)Hecontrolsthebusiness

b)Hestartsthebusiness

c) Hemakesalldecisions

d)Heacquiresandpaysforallthefactorsofproduction

e) Bearsalltherisksandenjoysalltheprofit

f) Incursthecostofproductioni.e.hepaysforexpensessuchaswater,electricity,stationery

andpostage

g)Heownsthewholeproject

DIVISIONOFLABOURANDSPECIALISATION

Divisionoflabour:thisiswheretheproductionprocessindividedintostagesandeachassigned

toanindividualoragroupofpersons.E.g.theprocessofproducingbreadmaydividedinto

weighing,mixingingredients,baking,packagingandsellingandeachoftheseareasassignedto

certainindividualsorgroupsofindividuals

Specialisation:thisiswhereapersonconcentratesintheproductionofwhathe/shecanproduce

best.

Specialisationincreasesefficiencyintheproductionofgoodsandservices.

NOTE:divisionoflabourleadstospecialisation.

Advantagesofspecialisationanddivisionoflabour

a)Increasesoutputperworker

b)Enablesworkersengageinareaswheretheyarebesttalentedhenceproducinghighquality

goodsandservices
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c) Specialisationencouragesinventionandinnovationastheworkerstriestocomeupwith

improvedmethodsofproduction

d)Divisionoflabourencouragestheuseofmachineshenceimprovingefficiency

e) Specialisationanddivisionoflabourenablestheworkertoenrichhis/herskillsina

particulararea

f) Divisionoflabourensuresthattasksareaccomplishedwithspeedhencesavingtime

g)Highqualityandservicesareproduced

h)Reducestheamountofmentalandphysicaleffortusedbyaworkerashe/shegetsusedto

oneroutine

i) Itincreasestherate/speedofproduction

Disadvantagesofspecialisation

a)Specialisationleadstomonotonyofworkresultinginboredom

b)Specialisationoflabourmayhindercreativitysinceitmakespeopleworklikemachines

c) Specialisationmakesaworkerdependononlyonelineoftrade,thereforeifhis/herorthe

goodshe/shelosedemand,theworkerbecomesunemployed

d)Specialisationanddivisionoflabourencouragestheuseofmachines.Thesemachines

havereplacedhumanlabourresultinginunemployment

e) Specialisationmakesacountrydependentonothercountriesforwhatitdoesn’tproduce

f) Specialisationanddivisionoflabourbringspeopletogetherresultinginsocialproblems

suchascrimes

g)Theworkerdoesnothaveprideinthefinalproductbecauseitresultsfrom theeffortsof

severalpeople

h)Failureofproductioninonestageaffectstheentireprocessofproduction

CLASSIFICATIONOFGOODSANDSERVICESPRODUCEDINANECONOMY

a)Freegoodsandeconomicgoods

Free(non-economic)goodsarethosegoodsthatareprovidedbynaturee.g.air.Theyarefree,in

abundanceandpriceless.Freegoodshaveutility(usefulness)butnomoneyvalue.

Economicgoodsontheotherhandarethosethatarescarceinsupplyandhavemonetaryvalue

e.g.acar.Peoplemustworktoobtainthem.Apriceispaidtoacquirethem.

b)Producergoodsandconsumergoods

Producer(capital)goodsarethosegoodswhichareproducedtobeusedintheproductionof

othergoodsandservicese.g.ajembe.

Consumergoodsarethosegoodsthatarereadyforfinalusage(consumption)e.g.food,clothes,

medicineetc.

NOTE:goodswillbeclassifiedasconsumerorproducergoodsdependingontheirintended

purpose.Forexamplevehiclesusedinfactoriesareclassifiedasproducergoodswhereas

vehiclesusedfordomesticpurposesareclassifiedasconsumergoods.
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Featuresofproducergoods

a)Theyareproducedtoproduceothergoods

b)Somemaybedurableinnaturei.e.usedagainandagaine.g.machines

c) Somecanonlybeusedonceinproductione.g.rawmaterials

Featuresofconsumergoods

a)Theyareproducedforfinalconsumption

b)Theyareproducedusingproducergoods

c) Somemaybedurablei.e.theymaybeusedagainandagaine.g.furniture,personalcars

andradios.

d)Somecanbeusedoncee.g.bread,sugaretc.

c) Perishablegoodsanddurablegoods

Perishablegoodsarethosegoodsthatgobadquicklyunlessstoredusingspecialfacilities.They

include;tomatoes,meat,flowersetc.

Durablegoodsontheotherhandarethosegoodsthatcanstayforsolongwithoutspoilinge.g.

tools,furnitureetc.

d)Publicgoodsandprivategoods

Publicgoodsarethosethatbelongtonooneinparticular.Theyareeitherownedbythe

governmentorcollectivelybythepublic.Examplesofpublicgoodsinclude;airports,publicschools,

publicparks,roadsetc.

Ontheotherhand,privategoodsareownedbyindividualsoragroupofindividuals.Theowners

haveexclusiverightstotheusageofthesegoods.Examplesofprivategoodsinclude;personal

cars,mobilephones,privateschoolsetc.

e)Intermediategoodsandfinishedgoods

Intermediategoodsarethosegoodswhicharestillundergoingtheproductionprocesse.g.sugar

cane,wool,cotton,wheatetc.

Finished(final)goodsontheotherhandarethosegoodsthathavecomeoutoftheproduction

process(outputs).Examplesoffinalgoodsinclude;ugali,wheatflour,sugarclothesetc.

f) Materialgoodsandnon-materialgoods

Materialgoodsaretangiblecommoditiessuchasfood,desks,chairsetc.

Non-materialgoodsontheotherhandareintangibleitemsorservicessuchasteaching,nursing,

bankingetc.

Negativeeffectsofproductionactivitiesonthecommunity

a)Resultsinairpollutionthatcausesairbornediseases

b)Resultsinwaterpollutionthatcauseswaterbornediseases

c) Maycausecongestioninplaceswhereproductionactivitiestakeplace
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d)Resultsinnoisepollutionthatcancausehearingproblems

e) Leadstopressureonavailablehealthfacilities

f) Resultsinsolidwastepollution

g)Resultsinenvironmentaldegradationthatmaycausehealthproblems

h)Resultsinsocialevilsinregionswhereproductionactivitiestakeplace
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INTRODUCTION

Entrepreneurshipistheprocessofidentifyingabusinessopportunityandgettingthenecessary

resourcestostartandrunthebusiness.

Thepersonwhodoesentrepreneurshipiscalledanentrepreneur.

Anentrepreneurisapersonwhocreatesanewbusinessortransformsanexistingbusinessintoa

profitmakingbusiness.

Dutiesofanentrepreneur

a)Providesthecapitalrequiredtostartthebusiness

b)Acquirestheotherfactorsofproduction

c) Managing,controllingandco-ordinatingthebusinessactivities

d)Takingresponsibilitiesovertherisksinvolvedinthebusiness

e) Earningprofits

IMPORTANCEOFENTREPRENEURSHIPTOANECONOMY

Entrepreneurshipcontributestotheeconomicgrowthanddevelopmentinthefollowingways:

a)Createsemployment

Entrepreneurshipenablesthecreationofjobstoemploytheunemployedpopulation

b)Contributestoformationofcapital

Entrepreneurshipmaycontributetothecreationofcapitaltohelpinexpandingtheexisting

businessortostartnewbusinesses.Thisisdonebyploughingbackprofits.Thesalariespaidto

workersmayalsobeasourceofcapitaltoenablethem starttheirownbusinesses

c) Reducesrural-urbanmigration
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Entrepreneurscansetupbusinessesintheruralareaswheretheycanemploytheruralpopulation

therebypreventingthem from movingtoruralareasinsearchofjobs.

d)Raisesstandardsofliving

Entrepreneurshipavailsavarietyofgoodsandservicestopeopletoenablethem leadbetterlives.

Besidesthesalariespaidtotheworkersbytheentrepreneurenablestheaffordhighqualitygoods

andservices

e)Savesonimports

Localentrepreneursproducegoodsandservicesthatsubstituteimportstherebyenablingthe

countryreducetheamountofmoneypaidforimports

f) Improvesinfrastructure

Setupofmanybusinessesinaparticularareamakesthegovernmentseetheneedofimproving

theinfrastructureofthatarea.Besides,entrepreneursmayjoinhandstoimproveinfrastructurein

theirareaofoperation.

g)Reducesforeigndominanceintheeconomy

Localentrepreneurshipreducesthenumberofforeigninvestorsinthecountry.

h)Makesuseoflocalresources

Entrepreneurshipcreatesaconduciveenvironmentthatmakestheexploitationoflocalresources

possible.Forexampleresourceslikescrapmetalcanbeusedtomakejikos

i) Promotestechnology

Throughtheircreativity,entrepreneurscancontributetothedevelopmentofnewtechnologye.g.

thedevelopmentofcharcoalrefrigerators.

j) Promotesentrepreneurialculture

Successfulentrepreneursactsasaneyeopenertothesocietyhenceencouragingmoresociety

memberstoengageinentrepreneurship.

CHARACTERISTICSOFANENTREPRENEUR

Thefollowingaresomeofthequalityofsuccessfulentrepreneurs

a)Desiretoachieve

Anentrepreneurshouldhavethedrivetosucceedwhilecompetingwithothers.He/sheshouldbe

motivatedtoaccomplishsomethingnew.

b)Abilitytosolveproblems

Anentrepreneurshouldbeinapositiontogetsolutionstocomplexproblemsinhis/herbusiness

c) Readytotakerisks

Ariskysituationistheonewhichpresentsalossoragain.Anentrepreneurshouldbeinaposition

toassessariskysituationandtakeadvantageofthegain

d)Initiative

Anentrepreneurshouldbeaheadofhis/hercompetitorsinimplementingideas
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e)Timeconsciousness

Anentrepreneurshouldbeabletousetimewiselyinordertoavoidtimewastage.

f) Creativityandinnovation

Creativityreferstotheimaginationoranideainmindwhereasinventionreferstotheintroduction

ofnewmethodsandideas.

Anentrepreneurshouldbeabletogeneratenewideasandthinkofawayofputtingthem into

practice.

g)Independence

Anentrepreneurshouldbeinapositionofmakingdecisionsindependently.He/sheshouldbea

positiontobecomehis/herownbossinordertorunthebusinessinhis/herownway

h)Selfconfidence

Anentrepreneurshouldhavestrongbeliefsinhis/herselfandinhis/herabilities

i) Persistenceandpatience

Anentrepreneurshouldnotgiveupwhenhe/sheisconfrontedwithchallenges.He/sheshould

lookforwaysofovercomingchallengingsituations

j) Seekinformation

Anentrepreneurshouldcontinuouslyseekformoreandbetterideasonhowtorunhis/her

businessmoreeffectively.

k) Concernforhighqualityproducts

Anentrepreneurshouldalwaysaim atprovidinghighqualitygoodsandservicestohis/her

customers.Thiswillenablehim/hercopewiththeexistingcompetitioninthemarket.

l) Commitmenttowork

Anentrepreneurshouldensurethattasksareaccomplishedintimeevenifitinvolvesworkingover

-time.

m)Concernforcustomersatisfaction

Anentrepreneurshouldensurethathis/hercustomersaresatisfiedwithhis/herproducts.He/she

shouldbereadytodealwithcustomercomplaintsastheyarise

n)Desireforfeedback

Anentrepreneurshouldbeinterestedinmakingfollow-upsinordertoknowhowhis/herbusiness

isperforming

BUSINESSIDEA

Abusinessideaiswhattheentrepreneuristhinkingconcerningtheprospectivebusiness.Itis

whatiscookinginthemindoftheentrepreneur.
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Contentsofabusinessidea

 Theproductsthebusinesswillsell

 Theintendedbuyers(market)

 Theintendedlocationofthebusiness

 Theobjectivesoftheintendedbusiness.

 Themanagementoftheintendedbusiness

Sourcesofbusinessideas

a)Newspapers

Businessideascanbegeneratedbyreadingthebusinessandadvertisingsectionsofthelocal

newspaperse.g.thenationandthestandardnewspapers.

b)Showsandexhibitions

Businessideascanalsobegeneratedbyattendingshowsandexhibitionsorganisedby

manufacturersanddistributors.Theentrepreneurmaygetbusinessideasbyaskingsalespersons

intheseshowsandexhibitionsquestions

c) Magazinesandarticles

Byreadingmagazinesespeciallythosewithinformationonbusinessmayequiptheentrepreneur

withnewbusinessideas

d)Hobbies

Hobbiesareactivitieswhichapersonengagesinforpleasure.Suchactivitiesmaybeagood

sourceofbusinessideas.Forexampleapersonwhosehobbyistowatchmoviesmayendup

openinghis/herownmovieshop.

e)Vocationaltrainingandexperience

Abusinessideamaybegeneratedfrom aperson’sareaoftrainingorexperience.Forexamplea

teacherusehis/herexperienceasateachertostarthis/herownprivateschool.

f) Surveys

Businessideascanalsobegeneratedbyfindingoutwhatconsumerswant.Theentrepreneurwill

henceturntheneedsoftheconsumerintoasuccessfulbusiness.

g)Wasteproducts

Wasteproductscanberecycledintousefulproductshencemakingitabusiness.Forexample

scrapmetalcanbeconvertedintoarawmaterialformakingproductssuchasjikos.

h)Listeningtowhatpeoplesay

Bylisteningtopeoplekeenly,onewillgetinformationabouttheircomplaintsaboutthegoodsand

servicesofferedinthemarket.Thesecomplaintsmayform abusinessforabusinessidea.

i) Identifyingagapinthemarket

Businessideascanbegeneratedbyidentifyinggoodsandserviceswhicharenotavailableinthe

market.Forexampleanareawhereschoolsandcollegesaredevelopingmaybeinneedofabook
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shop.

BUSINESSOPPORTUNITY

Thisisabusinessideathatcanbetranslatedintoaviablebusinessactivity.

Itexistswherethereisgaptobefilledinthemarket.Examplesofbusinessgapswhichpresent

businessopportunitiestotheentrepreneurinclude:

a)Inavailabilityofdemandedproducts

b)Provisionofpoorqualityproducts

c) Provisionofproductsinlowquantities

d)Sellingproductsathigherprices

e) Provisionpoorcustomercareservices

EVALUATINGABUSINESSOPPORTUNITY

Thismeanstoassesswhethertheidentifiedbusinessopportunityisviableornot.

Factorstoconsiderwhenevaluatingabusinessopportunity

Factorstoconsiderwhenevaluatingabusinessopportunitymaybeclassifiedintotwo:

 Personalconsiderations

 Businessconsiderations

a)Personalconsiderations

Thesearetheabilitiesandtheexpectationsofanentrepreneur.Theyincludethefollowing:

a) Entrepreneur’sobjectives

Theentrepreneurhastocheckwhetheragivenbusinessopportunitymeetshis/herobjectivesof

startingtheconcernedbusiness

b)Entrepreneur’sskills

Theentrepreneurhastoassesswhetherhe/shehastheskillsrequiredtoruntheconcerned

business.Forexampleaclinicrequiresonetohavemedicalskills

c) Personalcommitments

Theentrepreneurhastoconsiderthelevelofattentionrequiredbytheconcernedbusiness.Itis

advisablefortheentrepreneurtoignorethebusinessopportunityifhe/shehasother

commitments

d)Personalinterest

Theentrepreneurhastotakeintoaccounthis/herpersonalinterests.He/shehastoconsider

his/herlevelofinterestinoperatingtheconcernedbusiness.Thebusinessopportunityshouldbe

ignorediftheentrepreneurhasnointerestinthebusiness.

b)Businessconsiderations

Theseareexternalfactorswhichmayaffecttheoperationsofthebusiness.Theymayinclude:
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a)Availabilityofmarket

Availabilityofmarketisdeterminedbythenumberofcustomers(buyers).Anentrepreneurshould

assesstheavailabilityofmarketbeforetakingadvantageofagivenbusinessopportunity.Market

existswheretheseisagapinthemarket.Thisgapmaybecharacterisedby:

 Inavailabilityofproducts

 Provisionofinsufficientquantitiesofproducts

 Provisionofcustomercareservices

 Provisionofpoorqualityproducts

 Sellingproductsathigherprices

a)Leveloftechnology

Technologyrequiredtorunthegivenbusinessshouldbetakenintoconsideration.Asrelatesto

technology,theentrepreneurshouldtakeintoconsiderationthefollowing

 Appropriatenessofthetechnology

 Thecostofthetechnology

 Theeffectintheoperationsofthebusinessifthetechnologybecomesoutdated

b)Availabilityofrawmaterials

Theentrepreneurshouldtakeintoaccountaccesstorawmaterialsrequiredbythebusiness.As

relatestorawmaterials,theentrepreneurhastotakeintoconsideration;

 Theavailabilityofrawmaterials

 Thecostofrawmaterials

c) Governmentpolicy

Theentrepreneurhastoconsidertherequirementsofthegovernmentconcerningthebusinessto

bestarted.Forexamplethegovernmentmayrequirecertainbusinessesnottobelocatedin

certainareas.

d)Otherconsiderations

Otherfactorstotakeintoaccountwhenevaluatingabusinessopportunitymayinclude:

a)Amountofcapitalrequired

b)Levelofmarketcompetition

c) Difficultiesinmarketing

d)Possibilityofexpansion

e) Impactofoperationsofthebusinessactivitiesontheenvironment

f) Levelofsecurityinthepreferredlocation

g)Levelofdevelopmentofinfrastructure

h)Businesspotentialforfuturegrowthintermsofexpansion
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i) Therisksinvolved

j) Acceptabilityofthebusinessbythecommunity

BUSINESSPLAN

Abusinessplaniswrittendocumentwhichhighlightstheobjectivesofthebusinessandthesteps

tobefollowedinachievingthoseobjectivities.

Abusinessindicateswherethebusinessis,whereitwantstomoveto,howandwhentogetthere.

Contentsofabusinessplan

a)Nameofthebusiness

b)Productstobesold

c) Personneltomanagethebusiness

d)Amountoffinancerequired

e) Markettobeserved

f) Typesandnumberofemployeesrequired

g)Projection(objectives)ofthebusiness

h)Summaryoftheplan

IMPORTANCEOFABUSINESSPLAN

a)Helpsthebusinessavoidmistakes

Intheprocessofdrawingabusinessplan,mistakesthatwouldhavebeenmadeinthebusiness

areidentifiedandthereforecorrected.Thishelpsinavoidingtheoccurrenceofsuchmistakesin

thebusiness

b)Enablestheidentificationofstrengthsandweaknesses

Abusinessplanhelpsinrevealingthestrengthsandweaknessesinthebusiness.Ifweaknesses

aredetected,remedialactionmaybetakenearlyenough

c) Itisrequiredbyfinanciers

Financiersarethosefinancialinstitutionsfrom wherethebusinesscanborrowmoneye.g.banks.

Theseinstitutionsrequirethebusinesstoenablethem determinewhetherthebusinesswillbe

profitableenoughtorepaythem

d)Determinestheamountoffinancerequiredbythebusiness

Abusinessplanenablestheworkingoutoftheamountoffinancethatisrequiredtofundthe

variousactivitiesofthebusiness

e)Enablesefficientallocationofresources

Abusinessplanenablestheentrepreneurtoallocatetheavailableresourcesinanefficientand

appropriateway.Thisensuresthatresourcesarenotunder-utilisedorusedforthewrong

purposes.
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f) Itactsasamotivatingfactorinthebusiness

Abusinessplanisusedtodirectalltheemployeesinanorganisationtowardsacommonobjective.

Itthereforemotivatesthem toworktowardstheattainmentofcommonobjectives

g)Facilitatesadaptabilityinthebusiness

Awell-drawnupbusinessplanwillleaveroom forthebusinesstoaccommodateanychangesthat

mightoccurinthefuture.

h)Itactsasacontroltool

Abusinessplanenablesthebusinessplanproperlyforfutureeventsinthebusiness.

FACTORSTHATINFLUENCEENTREPRENEURALPRACTICES

Thesearefactorswhichinfluencetheperformanceofentrepreneurs.Thesefactorsarediscussed

below

a)Governmentpolicy

Somegovernmentpoliciesmaybefavourabletotheoperationswhileothersareunfavourable.

Favourablegovernmentpoliciese.g.decreaseintaxesmayencourageentrepreneurialpractices

whileunfavourablegovernmentpoliciesdiscourageentrepreneurialactivities.

Thegovernmentmayalsoinfluencethelocationofbusinessesandeventhetypeofgoodstobe

produced.

b)Levelofinfrastructure

Infrastructurereferstothebasicsystemsandservicesthatarenecessaryforefficientoperationof

businesses.Infrastructuremayincludetransportnetwork,watersystems,electricity,

communicationetc.

Availabilityofgoodinfrastructureinanareaencouragesentrepreneurialpracticeswhilepoor

infrastructurediscouragesentrepreneurialpractices.

c) Levelsofeducationandskills

Relevantknowledgeandskillsareessentialforbusinesssuccess.Knowledgeandskillson

businesscanbeacquiredthrougheducation,trainingandexperience.Anentrepreneurwhohas

appropriateknowledgeandskillsislikelytosucceedinbusinessthantheonewithoutappropriate

skillsandknowledge.

d)Availabilityofmarkets

Availabilityofmarketdeterminestheprofitabilityofthebusiness.Availabilitymarketencourages

entrepreneurialactivitieswhereasInavailabilityofmarketdiscouragesentrepreneurship.

e)Availabilityofresources

Forabusinesstostartandrunefficiently,resourcesarerequired.Theseresourcesmayinclude;

capital,labour,technology,financesetc.

Availabilityofadequateresourcesenablesthebusinessproducehighqualitygoodsandservices

thatwillencouragemorecustomers.Availabilityofadequateresourceswillthereforeencourage

entrepreneurialpracticeswhilelackofadequateresourcesdiscouragesentrepreneurialpractices.

f) Culture



isabokemicah@gmail.com

Novels,UpdatedCPA,ICT,KASNEB,HighSchool&PrimarySchoolNotes 0714497530

Culturereferstothenorms,valuesandbeliefsofagivencommunity.Cultureinfluencesthekindof

goodsandservicesthatpeopleconsumetherebydeterminingthetypeofbusinessestobe

establishedinagivenarea.E.g.Muslimsdon’teatpork,thereforeabusinesssellingporkwillnot

besuitableinanareawithmanyMuslims.

g)Levelofcompetition

Competitionisanattemptbybusinessestoout-doeachotherintheireffortstoattractandretain

availablecustomers.Abusinesswillthereforedowellwherethereisminimalcompetitionhence

lackofcompetitionencouragesentrepreneurshipthanpresenceofcompetition

h)Politicalstability

Politicalstabilitygivesaconduciveenvironmentforbusinessestooperatehenceencouraging

entrepreneurialactivities.Ontheotherhand,politicalinstabilityincreasesthelevelofinsecurityin

agivenareahencediscouragingentrepreneurialactivities.

i) Naturalfactors

Naturalfactorssuchasrainfall,temperatures,earthquakes,pests,wind,droughtetc.may

influencethetypeofbusinessesthatarecarriedoutinacertainarea.E.g.finishingisonlypossible

inplaceswithwaterbodies.

CAUSESOFBUSINESSSUCCESS

Thesearefactorswhichcontributetothesuccessofabusiness.Thesefactorsarediscussed

below:

a)Propermanagementofpeople(workers)

Whenworkersaremanagedproperly,theywillbemotivatedtoworkharderleadingtothesuccess

ofthebusiness.Managementofworkersincludesthefollowing:

i. Hiring:thistheprocessofacquiringnewemployeestotakeupnewpositionsortoreplace

thosewhohaveleft

ii. Assigningduties:referstotheallocationofresponsibilitiestoworkersaccordingtotheir

qualifications

iii. Supervising:referstomonitoringtoensurethatworkersundertaketasksassignedtothem

iv. Training:referstoenablingworkersacquireknowledgeandskillsthatarenecessaryto

perform dutiesassignedtothem

v. Motivating:referstogivingemployeesinducementstomakethem perform theirduties

better.

b)Properlocation/availabilityofcustomers

Thebusinessshouldbelocatedinaplacewhichisconvenientforitsoperations.Abusiness

whoselocationisaccessibleandhasminimalcompetitionwillhavemorecustomershenceitwill

besuccessfulcomparedtoapoorlylocatedbusiness

c) Availabilityofrawmaterials

Abusinessrequiresadequatesupplyofrawmaterialstooperateefficiently.Adequatesupplyof

rawmaterialsensuresthatthebusinessisoperatingcontinuouslyhenceitisabletomeetits

customers’needs.Thereforeabusinesswithadequatesupplyofrawmaterialsislikelytobe
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successful.

d)Adequatefinance

Moneyisrequiredinthebusinesstoacquireotherresourcesthatarerequiredforefficientrunning

ofthebusiness.Theseresourcesmayincludelabour,capital,rawmaterialslandetc.abusiness

thathascapitalislikelytodowellasitisabletofinanceitsoperations

e)Lackofcompetition

Abusinessoperatinginanareawherethereislittleornocompetitionislikelytosucceedasitwill

havehighsalevolume

f) Commitmenttothebusiness

Abusinesswhoseowneriscommittedtothebusinessislikelytobesuccessful.Thisisbecause

suchownerwillhaveenoughtimetoidentifyandsolveanyproblemsarisinginthebusiness.

g)Properfinancialmanagement

Financereferstomoneyrequiredtofundtheoperationsofthebusiness.Propermanagementof

financesresultsinbusinesssuccessasitensuresthatmoneyisalwaysavailableandthatitis

usedfortheintendedpurpose

Financialmanagementincludesthefollowingactivities:

i. Acquisitionoffinances:thisreferstoraisingtherequiredamountofmoney.Financescan

beacquiredthroughloans,grants,owners’contributionsetc.

ii. Managingfinances:thisensuresthattheavailablemoneysareusedfortheactivities

whicharebeneficialtothebusiness

iii. Properrecordkeeping:thisinvolveskeepingarecordoffinancesraisedandhowtheyare

used.

h)Properdebtmanagement

Sellinggoodsoncreditincreasesbusiness’salesvolume.Howevercreditshouldbeextendedto

customerswhosechancesofpayingbackareveryhigh.Debtcollectionshouldbecarefully

plannedtoensurethattheyarecollectedwhendue.Abusinesswithpropermanagementofdebt

islikelytobesuccessful

i) Goodpublicrelations

Publicrelationsreferstocreationandenhancementofrelationshipsbetweenthebusinessand

otherpeople.Goodrelationsenablesthebusinessattractandretaincustomers.Thereforea

businesswithgoodpublicrelationsislikelytobesuccessful.

j) Highlevelofcreativityandinnovation

Creativityandinnovationenablesthebusinesscomeupwithnewwaysofdoingthingse.g.finding

newusesofaproduct,findingmarketsnewmarkets,identifyinganewproductionmethods.

Creativityandinnovationenablesthebusinessimprovethequalityofitsgoodsandserviceshence

attractingandretainingmorecustomerstoensurebusinesssuccess.

k) Propermarketresearch

Propermarketresearchisnecessaryforthesuccessofthebusinesssinceitfacilitatesthe
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identificationofnewmarketsforitsgoodsandservices.

l) Goodinfrastructure

Availabilityofwell-developedinfrastructuresuchasroads,communicationnetworkandelectricity

enablesthebusinessoperateefficientlyhencemakingitsuccessful.

CAUSESOFBUSINESSFAILURE

Someofthefactorsthatmaycontributetothefailureofabusinessinclude:

a)Lackofadequatefinances

b)Lackofmarket

c) Useofpoortechnologyintheproductionofgoodsandservices

d)Lackofproperentrepreneurialskills

e) Poorcustomer(public)relations

f) Poorinfrastructure

g)Presenceofstiffcompetition

h)Lackofcreativityandinnovation

i) Poorlocationofthebusiness

j) Poormanagementofthebusiness

k) Lackofadequaterawmaterials

l) Lackofcommitmenttothebusinessbytheentrepreneur

m)Poordebtmanagement

n)Poormanagementoffinances

o)Lackofmarketresearch

ETHICALISSUESINBUSINESS

Theterm ethicsreferstoasetofvaluesandprincipleswhichinfluencehowindividuals,groupsof

peopleandthesocietyingeneralbehave.

Businessethicsthereforedealswithhowsuchvaluesandprinciplesaffecttheoperationsofthe

business.Theyhelpabusinessindecidingwhatactionsarerightorwrongdependingongiven

circumstances.Businessethicsguidesthebusinessinensuringfairplayinitsoperations.

Needforethicalissuesinbusiness(importanceofbusinessethics)

a)Getsridofdiscriminationinbusiness

Businessethicsensurethatthebusinessdoesnotdiscriminateinareasrelatingtorecruitment,

promotion,training,renumerationandassigningofduties.Businessethicsthereforethatevery

personisgivenanequalopportunitywhenitcomestorecruitment,promotion,training,

renumerationandassigningofduties.

b)Createsfairnessincompetition
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Businessethicsensuresthatthereisfairplayasbusinessescompetewitheachother.For

exampleitwillbeunethicalto:

 Destroycompetitors’promotionalmaterialssuchasbillboards

 Discreditcompetitors’products

 Buycompetitors’productsanddestroyingthem beforetheygettothemarket.

c) Ensuresprotectionoftheenvironment

Businessethicsprohibitsbusinessesfrom carryingoutactivitiesthatmaycauseenvironmental

pollutionanddegradation.

Environmentaldegradationmaybecausedbyhumanactivitiessuchasloggingandunplanned

cultivation.Ontheotherhandenvironmentalpollutionmaybecausedbyactivitiessuchas:

 Dampingwastesfrom productionunitsintowaterbodiestherebycausingwaterpollution

 Emittingcarbondioxideandothergasesintotheatmospherecausingairpollution

 Dampingofwastematerialonlandsurfacescausingsolidwastepollution

d)Ensurerightsofemployeesareobserved

Ethicsensuresthattheemployerdoesnotviolatetherightsofemployeeslaiddownintheterms

andconditionsofemploymentandintheemploymentact.Suchrightsmayincludepaymentof

salariesandwagesintime.

e)Eliminatesuseofunfairmeansofachievingbusinessobjectives

Ethicsensuresthatbusinessoperationsarecarriedoutprofessionallybyobservingallthelaid

downstandards.Forexampleitwillbeunethicalforabusinesstohoardgoodsawaitingtheir

pricestogoup

f) Avoidsconsumerexploitation

Businessethicsensuresthatconsumersarenotexploitedbythebusiness.Consumersmaybe

exploitedinthefollowingways:

 Chargingthem highprices

 Falseadvertisement

 Sellingpoorqualitygoodsandservices.

 Sellinggoodsofwrongquantities

 Sellingharmfulgoods.

NOTE:Businessethicscanbeenforcedthrough:

a)Governmentlegislations

b)Activitiesofconsumerassociations

c) Activitiesofownersofbusinessesandbusinessassociations

d)Internationalorganizationsandpressuregroups
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e) Individualconsumers’initiatives

Reasonsforstartingabusiness

a)Lackofemployment

b)Theneedtosupplementinsufficientincome

c) Thedesiretobeself-reliant

d)Theneedtokeeponeselfbusyinordertoavoididleness

e) Theneedtogainrecognitionandprestige

f) Thedesiretoputone’stalentintoaction
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TOPIC6:THEOFFICE
CONTENTS

 Introduction

 Functionsofanoffice

 Typesofofficelayout

 Typesofofficeequipment

 Dutiesofvariousofficestaff

 Trendsinofficemanagement

INTRODUCTION

Anofficeisaplace,aroom,orabuildingsetasideinanorganisationwherecommunication,

secretarial,accounting,administrationandclericalworktakeplace.

Itisinanofficewhereinformationisreceived,acteduponandrecorded.Itisalsoinanoffice

wheregoodsarepurchased,moneyiscollectedfrom customers,staffarerecruitedandsalaries

andwagesarepaid

Anofficeisregardedasthenervecentreofanorganisationwherevariousoperationstakeplace.

IMPORTANCEOFANOFFICEINANORGANIZATION

a)Enablesmanagementcarryoutitsfunctionsefficiently

b)Itservesasacentrewherepolicies,rulesandinstructionsthatguidetheoperationsofthe

organizationareformulated

c) Providestheinformationneededtomanagerstoenablemakedecisions

d)Providesaconduciveenvironmentforinformationstorage,retrievalanddissemination

e) Coordinatesalltheactivitiesoftheorganization

FUNCTIONSOFANOFFICE

a)Receivingandrecordinginformation

Theofficereceivesinformationintheform ofletters,telephonecalls,orders,facetoface

conversionandreports.Receivedinformationisalsorecordedandstoredinfiles,flasdiscs,

computers,booksofaccount,registersetc.Thisinformationisusedbymanagementindecision

making.
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b)Distribution(dissemination)ofinformation

Theofficefacilitatesthepassingofinformationfrom onepointtoanotherforimplementation.For

example,thebooksofaccountarepassedovertotheaccountsofficeforaction.

c) Mailing

Mailinginvolvesprocessingandsendingoutlettersandparcels.Theofficeenablestheprocessing

anddispatchofout-goingcorrespondencesandparcelsfrom variousdepartments.

d)Reproductionofdocuments

Itisintheofficewheredocumentsarereproduced.Thiscanbedoneusingtypewriters,carbon

copying,photocopyingmachines,printingmachinesetc.

e)Safeguardingandcontrollingtheorganization’sproperty

Throughtheoffice,organisation’spropertyisprotectedandcontrolled.Thiscanbedonethrough

thefollowingways:

 Enhancingsecuritytogetridofcasesoftheft

 Ensuringthatstaffusepropertywithcare

 Keepingproperrecordsoftheorganization’sproperty

 Conductingphysicalstock-takingoftheorganization’sproperty

 Takinginsurancecoveragainsttheorganization’sproperty

 Ensuringorganization’spropertyisrepaired,servicedandmaintainedregularly

f) Communication

Communicationreferstothepassingofinformationfrom onepersontoanother.Theofficeisthe

centreofcommunicationintheorganizationasitfacilitiesinformationflow.

g)Filing

Referstotheprocessofclassifying,arrangingandstoringdocumentsforeasyretrievalwhen

required.Theofficeprovidesaconduciveenvironmentwherefilingisdoneintheorganisation

METHODSOFREPRODUCINGDOCUMENTSINTHEOFFICE

1)CARBONCOPYING

Thisisamethodofreproductionofdocumentswherecopiesareobtainedusingcarbonpapers.

Thecopiescaneitherbehandwrittenortypewritten.

Itsadvantages

 Convenientwherefewcopiesarerequired

 Itischeap

 Doesnotrequireanyspecialtraining

Itsdisadvantages

 Itisnotconvenientformanycopies
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 Copiesmaybemisaligned

 Producespoorqualitycopies

 Itmaynotallowtheproductionofcopieswithdifferentcolours

 Itmaynotallowthereproductionofsomedocumentse.g.photographs

2)DUPLICATING

Referstothereproductionofseveralcopiesfrom onecopyknownasthemastercopy.Duplicating

isappropriatewhereseveralcopiesofonecopyarerequired

Methodsofduplicating

a)Inkduplicating

Thisiswheredocumentsarereproducedusinginkduplicators.Whenusingthismethod,astencil

iscutusingatypewriterorastyluspen.Thestencilisthenfedintotheduplicatingmachineto

producetherequiredcopies

Itsadvantages

 Cheaperespeciallywhenmanycopiesarerequired

 Errorscanbecorrected

 Mayproducegoodqualitycopies

 Stencilscanbestoredtobere-used

 Itisfast

Itsdisadvantages

 Itisexpensivewherefewcopiesarerequired

 Itistimeconsuming

 Itmaynotproducehighqualitycopies

b)Spiritduplicating

Thiswhereaspiritduplicatorisused.Themastercopyispreparedfrom whichcopiesare

reproduced.Withthehelpofspirit,carbonistransferredfrom themastertothecopiesbeing

produced.

Itsadvantages

 Cheaperwherefewcopiesarerequired

 Allowsthereproductionofcopieswithdifferentcolours

Itsdisadvantages

 Itisnotsuitableformanycopies

 Copiesproducedfadesoutwithtime

 Themasterisexpensive
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c) Photocopying

Referstothereproductionofanexactcopyoftheoriginaldocumentusingamachineknownasa

photocopier

Itsadvantages

 Itischeaperwhenfewcopiesarerequired

 Itisfaster

 Itdoesnotrequirespecialtrainingtooperate

 Itproduceshighqualitycopies

 Allowstheproductionofcolouredcopies

 Itdoesnotpollutetheenvironment

Itsdisadvantages

 Itisexpensivewheremanycopiesaretobeproduced

 Copiesmayfadeoutwithtime

 Onlyspecificcoloursmaybecopied

 Itrequireselectricity

 Photocopiersareexpensivetoacquire

d)Printing

Thisisamethodreproducingdocumentsusingeitheraprintingmachineorbymechanicalmeans.

Copiescanbeproducedusingaprinterwhichisconnectedtothecomputerornetworkedwiththe

computer.

Theinformationisfedintoacomputerandthecomputerisinstructedtoprinttherequiredcopies

Itsadvantages

 Produceshighqualitycopies

 Differentcolourscanbereproduced

 Convenientwhererelativelymanycopiesarerequired

 Itdoesnotpollutetheenvironment

Itsdisadvantages

 Printersareexpensivetoacquire

 Requirestrainedpersonnel

 Itrequireselectricity

e)Stencil(screen)printing

Thisisamethodofprintingwherecharacterstobeprintedarecutoutfrom apieceofpaper,



isabokemicah@gmail.com

Novels,UpdatedCPA,ICT,KASNEB,HighSchool&PrimarySchoolNotes 0714497530

placedonascreenandinkapplied.Theimpressionsofthecharactersareleftonthesurface.Itis

mostlyusedtoprintwordsonT-shirts.

Itsadvantages

 Itischeap

 Requireslittletraining

 Easilyadaptable

 Itcanproduceavarietyofcolours

Itsdisadvantages

 Mayreproducepoorqualitydocuments

 Itdoesnotallowtheproductionofmanycopies

 Itmaypollutetheenvironment

f) Offsetlithography

Thiswherethedocumenttobereproducedisfirstfilmedusingacameraandtheinformationon

thefilmsusedtoproduceanimageonaflatsheetofmetalcalledaplate.Thisplateisthen

affixedontotheprintingmachinetoproducetherequireddocuments.

Itisusedtoproducedocumentssuchascertificatesandphotographs.Itcanalsobeusedtoprint

onplasticandmetals.

Itsadvantages

 Produceshighqualitydocuments

 Itisappropriatewheremanydocumentsarerequired

 Differentcolourscanbeproduced

Itsdisadvantages

 Initialandmaintenancecostofmachinesishigh

 Itpollutestheenvironment

 Requiresmonitoring

 Themachinerequireselectricity

Factorstoconsiderwhenchoosingameansofreproducingdocuments

a)Thetype/natureofdocumentstobeproduced

b)Theimpressiondesired

c) Numberofcopiesneeded

d)Thequalityofcopiesdesired

e) Availabilityofskilledpersonneltodothereproductionwork

f) Thereproductioncost
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g)Availabilityofthemeansofreproduction

FILING

Filingreferstotheprocessofclassifying,arrangingandstoringdocumentssothattheycaneasily

beobtainedorretrievedwhenrequired.

Filingsystems

Afilingsystem isthestyleofmanagingfilesinanorganization

Therearetwotypesoffilingsystems,namely:

a)Thecentralisedfilingsystem

b)Thedecentralisedfilingsystem

a)Thecentralisedfilingsystem]

Thisisafilingsystem whereonedepartmenthastheresponsibilityofmanagingallthefilesinthe

wholeorganization.

Itsadvantages

a)Itensuresuniformityinfiling

b)Welltrainedandskilledpersonscanbeemployedtodofiling

c) Easytosuperviseandcontrolfilingactivitiesofstaff

d)Itismoreeconomicalinbuyingfilingequipment

Itsdisadvantages

a)Onlyfewpeopleintheorganizationwillknowhowthesystem operates

b)Deniesstaffinotherdepartmentstheopportunitytotrainandacquirefilingskills

c) Accessingfilesanddocumentsmaytakelongduetothefilebeingattendedelsewhere

d)Thefilemaynotbetracedquicklyincasethefiletrackingsystem ispoor

e) Itmayleadtomisfilingofdocuments

b)Thedecentralised(departmental)filingsystem

Thisisafilingsystem whereeachdepartmentisresponsibleforitsownfiling

Itsadvantages

a)Filesanddocumentscanbeaccessedfaster

b)Morestaffmembershaveachanceofacquiringskillsinfiling

c) Chancesofmisfilingofdocumentsareminimised

d)Documentscanbefiledpromptlyandimmediatelytheyarereceived

Itsdisadvantages

a)Wastageofspacesinceeachdepartmentwillrequirespaceforitsfiling
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b)Supervisionandcontroloffilingisdifficult

c) mayresultinuncontrolledfilemovement

d)itleadstoduplicationofworkhencewastageofresources

Characteristicsofagoodfilingsystem

a)Itshouldbesimpletounderstandandoperate

b)Itshouldnotoccupytoomuchspace

c) Itshouldbesuitabletotheneedsoftheorganization

d)Itshouldbeflexiblesoastoaccommodatefuturechanges

e) Itshouldbeabletoprotectdocumentsagainstloss,misplacement,damage,theftor

landingonwronghands

f) Itshouldfacilitateeasyretrievalofinformation

g)Itshouldnotbeexpensivetostartandmaintain

Formsoffiling

a)Verticalfiling

Thisiswherefilesarearrangedindrawersinaverticalposition

b)Horizontalfiling

Thisiswherefilesarekeptinhorizontalpositionsinthedrawer

c) Lateralfiling

Thisisamodeoffilingthatusespocketsinsteadofdrawers.Filesarearrangedvertically

d)Circularfiling

Thisiswherefilesarekeptinwalletsaroundaverticalcircularpillar

Electronicfiling

Thisiswheredocumentsarestoredinelectronicdevicessuchasflashdiscs,CDsorcomputer

harddiscs.

Advantagesofelectronicfiling

a)Requiresverylittlespace

b)Retrievalofdocumentsiseasyandfast

c) Filescanbeaccessedeasily

d)Thecostmaintainingfilesisrelativelylow

e) Theprocessoffilingdocumentsisautomatichencefaster



isabokemicah@gmail.com

Novels,UpdatedCPA,ICT,KASNEB,HighSchool&PrimarySchoolNotes 0714497530

f) Documentsaresafe

g)Presentableoutlook

h)Reduceslabourcosts

i) Easytoupdate

j) Reducespaperwork

k) Itisenvironmentalfriendly

Disadvantagesofelectronicfiling

a)Extracaremustbetakentoguardandprotectfilesanddocumentsfrom unauthorised

access

b)Itrequiresspecialtrainingonuseofcomputers

c) Electronicfilingrequireselectricity

d)Breakdownofthecomputersystem leadstoinaccessibilityofthedocuments

e) Afileback-upsystem isrequired

Role(importance)offilinginanoffice

a)Protectsdocumentsfrom lossandlandingintounauthorisedhands

b)Itmakestheofficeneat,tidyandefficient

c) Itkeepsarecordforfuturereference

d)Enableseasyretrievalofinformation

e) Ensuresthatdocumentsarekeptclean,neatandtidy.

f) Ensuresconfidentialityofinformation

g)Providesidentityofanorganization

h)Contributestoeasymanagementintheorganization

i) Enhancescommunication

j) Savesonstoragespace

k) Encouragestransparencyandaccountabilityasnodocumentsareeasilymisplaced

Benefitsofusinglatesttechnologyinrecordkeeping

a)Enablestheorganisationprovidespeedycustomercareservices

b)Enhancesconfidentialityofinformation

c) Recordscanbeeasilyretrieved

d)Producescleanandpresentabledocuments

e) Savesonstoragespace

f) Enhancesaccuracyintheoffice
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g)Costofmaintenanceoftherecordkeepingsystem islower

h)documentsarenoteasilydamaged

i) informationisnoteasilylost

j) Enhancesbusinessimage

k) Electronicgadgetsareportable

l) Lesslabourisrequired

Factorsthatdeterminethelengthoftimedocumentsshouldbestored

a)Availabilityofspace

Documentscanbestoredforlongisspaceisavailableascomparedtowhenspaceisinadequate

b)Costofstorage

Filescanbestoredforlongerwhenthecostofstorageislowerunlikewhenstoragecostishigh

c) Natureofinformation

Urgentlyneededinformationisstoredforashortertimeunlikelessurgentinformation

d)Needforreference

Informationcanbestoredforlongwhenfuturereferenceisrequiredunlikewhenfuturereference

isnotrequired

TYPESOFOFFICELAYOUTS

Officelayoutreferstotheoutlook,arrangementandpositioningoffurnitureandequipmentinthe

office.

Furnitureandequipmentshouldbearrangedproperlysoasto:

a)Makethebestuseofofficespace

b)Achievemaximum workoutput

c) Facilitateeasyflowofwork

d)Easilysuperviseworkers

e) Haveanattractiveappearance

Therearethreetypesofofficelayout:

 Openofficelayout

 Enclosedofficelayout

 Landscapeofficelayout

a)Openofficelayout

Thisisatypeofofficelayoutwherethereisalargeroom whereallstaffworkfrom.

Staffmembersmaybegroupedintodepartments.
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Openofficelayoutismostlyusedinbanksandeducationalinstitutionse.g.staffroom.

Itsadvantages

a)Supervisionofworkersiseasy

b)Itischeapertoconstruct

c) Itsavestimewhenpassinginformationsincestaffmovementisminimized

d)Closesupervisionofworkersensuresthatofficeequipmentandmachineryarenot

misused

e) Itpromotesteamworkamongemployees

f) Itsmaintenancecostislow

g)Floorspaceissaved

h)Itiseasierandcheaptodecorate

i) Itdiscouragesabsenteeism ofemployees

j) Thelayoutisflexiblehenceitcanbere-arrangedwhenneedarises

Itsdisadvantages

a)Thereisdisruptionanddisturbancefrom colleagues

b)Mixingseniorstaffwithjuniorstaffreducesthestatusofseniorstaff

c) Theofficemaybeuntidy

d)Duetoovercrowding,airconditioning,lightingandheatingintheroom maynotbe

conducivetoall

e) Theremaybenoisefrom machinesandworkerswhichislikelytodistractconcentration

andproductivity

f) Employeeswithcontagiousdiseasesmayspreadthem totheircolleagues

g)Privatediscussionsandconsultationswithmanagementmaybedifficult

b)Enclosedofficelayout(privateplanoffice)

Thisisatypeofofficelayoutwherestaffareallocatedrooms.Theroomsmaybeoccupiedbyone

personorbytwopeople.

Namesandtitlesofthemember(s)ofstaffallocatedaroom arepinnedonthedoor.

Enclosedofficescanalsobereferredtoascubicles.

Advantagesofanenclosedofficelayout

a)Thereisprivacyforconfidentialdiscussions

b)Thereislessnoiseanddisruptionfrom workersandmachines

c) Providesaconduciveworkingenvironment

d)Retainsthestatusoftoplevelemployees
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e) Theoccupantcancontrolairconditioning,lightingandheatingintheroom

f) Ensuressecurityforvaluableandsensitiveitems

Disadvantagesofaclosedofficelayout

a)Thereisnoclosesupervisionofworkers

b)Itiscostlytoconstructandmaintain

c) Itencouragesabsenteeism

d)Thereistimewastagewhenmovingfrom oneofficetoanother

e) Itencourageslaxityintheoffice

f) Itreducesinteractionsbetweenmanagementandotherworkers

g)Thereisapossibilityofmisuseofofficefacilitiese.g.telephones

c) Landscapeofficelayout

Thistypeofofficelayoutissimilartoopenofficelayoutexceptthatitiswelldecoratedwithbetter

outlook,furnitureandequipment.Forexample,theofficemayhaveacarpet,airconditioners,

indoorplantsandshrubs,flowersetc.Workersmayalsobecategorisedintodepartmentsby

demarcatingofficesusingclearglass.

Itsadvantages

a)Itpromotesteamworkamongemployees

b)Itpromotesthesharingofofficeequipmenttherebyreducingthecostofbuyingmore

equipment

c) Supervisionofworkersiseasy

d)Itsmaintenancecostislow

e) Itistolocateworkerswithintheoffice

f) Itdiscouragesabsenteeism ofworkers

g)Decorationsintheofficecreatesanattractiveandconduciveworkingenvironment.

Itsdisadvantages

a)Noisefrom machinesandcolleaguesmayinterferewithconcentrationofworker

b)Itmaybeexpensivetosetupandmaintaintheoffice

c) Thereisnoprivacyforseniorofficers

d)Thereisnoconfidentiality

Factorstoconsiderwhenchoosinganofficelayout

a)Theconstructioncost

b)Thecostofmaintenance
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c) Governmentpolicy

d)Thelevelofsupervisionrequired

e) Thesizeoffloorspaceavailable

f) Thelevelofconfidentialityandprivacyrequired

OFFICEEQUIPMENT

Thesearefacilitiesusedinanofficetomakeworkeasierandefficient.

Functions(advantages)ofofficeequipment

a)Theyspeedupandsimplifyworkhencesavingtimeandcost

b)Theyenhanceneatnessandaccuracyintheoffice

c) Theyensuresecurityofdocumentsandothervaluables

d)Theyprovideacomfortableworkingenvironment

Typesofofficeequipmentandtheiruses

Typeofoffice Machinesused Usesofthemachine

Generaloffice Guillotine

Paperpunch

Staplingmachine

Stapleremover

 Trimsdocumentsinto

requiredsizes

 Makesholesinpapers

tobefiled

 Pinspaperstogether

 Removespinsfrom

papers

Mailroom Foldingmachine

Frankingmachine

Addressingmachine

Sortingmachine

 Foldsletterandseals

envelopes

 Printspostage

impressionson

envelopes

 Printsaddresseson

mails

 Sortsletters
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Letteropener

composite

 Opensletters

 Foldsdocuments,

placesthem in

envelopesandseals

theenvelope

Typingroom Typewriter

Dictatingmachine

(Dictaphone)

Papershredders

Duplicatingmachine

 Usedfortyping

 Makesshorthand

dictationsand

recordinginformation

ontapes

 Cutsunwanted

documentsintotiny

piecestoavoidsuch

documentsgettinginto

wronghands

 Reproduces

documentsfrom a

mastercopy

Communication Telephone

Tele-printer(telexmachine)

Facsimile(faxmachine)

 Usedtosendand

receivemessages

 Printstelexed

messages

 Transmitsprinted

messages

Duplicating Photocopier

Printingmachine  Reproduces

documents
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Stencilduplicator

Accounts Addingmachine

Cashregister

Calculatingmachine

(calculators)

Accountingmachine

Computer

Moneycountingmachine

 Addsand

subtractsfigure

 Preparescash

receipts

 Does

calculations

 Posts

informationto

ledgersand

prepares

payrolls

 Recordand

stores

information

 Countscoins

andnotes

Otherequipment

a)Chairs,desks,tablesandstools

b)Filingcabinet:usedforstoringdocumentssafely

c) Safe:thisisastrongmetalboxorcupboardthatisusedtostorevaluables

d)Trays:thisisaflatpieceofwood,metalorplasticthatisusedtokeepincomingor

outgoingdocumentstemporarily.

Factorstoconsiderwhenchoosingofficeequipment

a)Cost

Referstotheinitial,maintenanceandrunningcosts.Anaffordableequipmentwhichischeaperto

maintainshouldbechosen

b)Adaptability

Thisistheabilityoftheequipmenttocopewithfuturechangesanddevelopment.Ahighly

adaptableequipmentshouldbeselected

c) Possibilityofhiringratherthanbuying
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Onehastoconsiderthecostandconvenienceofbuyinganequipmentasopposedtohiring.A

cheaperoptionshouldthereforebechosen

d)Durable

Thisreferstothelifespanoftheequipment.Oneshouldalwaysgoforamoredurableequipment

e)Effectonstaffmorale

Thisreferstotheattitudeofstafftowardstheequipment.Theequipmentselectedshouldnot

haveanegativeeffectonthemoraleofofficestaff

f) Availabilityofcomplementaryresources

Complementaryresourcesaretheaccessoriesrequiredinordertooperatetheequipmente.g.

power.Onehastoconsiderwhetherthesparepartsoftheequipmentwillbereadilyavailableor

not.

g)Availabilityofmanpower

Manpowerreferstothepersonnelrequiredtooperatetheequipment.Oneshouldchoosean

equipmentwhichiseasytooperateoranequipmentwhichpersonneltooperateitareeasily

available

h)Availabilityofroom

Onehastoconsiderwhetherspaceorroom forkeepingtheequipmentisavailableornot.

i) Securityoftheequipment

Onehastoconsiderwhethertheavailableresourcesareadequatetoofferenoughsecurityforthe

equipmentornot.

Advantagesofofficemachines

a)Theyarelaboursavingbecausetheyreducethenumberofofficestaff

b)Theydoworkfasterhencesavingtime

c) Theyareaccurate

d)Theirproductsareofhighquality

e) Theyhelpinreducingcasesoffraudsincetheymaybeprogrammedtorecordtransactions

astheyoccur

f) Theymayensureuniformitysincetheymaybeprogrammedtoproduceuniform outputs

g)Theyreducemonotonywhichiscreatedbydoingthesameworkrepeatedly

h)Theyreducethecostofproduction

Disadvantagesofofficemachines

a)Initialandmaintenancecostmaybehigh

b)Breakdownsofmachinesmayleadtostoppageofproduction

c) Theycontributetounemploymentsincetheyreducethenumberofofficestaffrequired

d)Theymaybecomeoutdatedduetoadvancementintechnologyhencebecominguseless
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e) Somemachinestrainedpersonnelinordertobeoperated.Suchtrainedpersonnelmaynot

beavailableortheybeexpensivetoacquire

f) Somemachinesmayrequirespecialstationeryandothermaterialsforthem tooperate.

Suchmaterialsandstationerymaybeexpensivetoacquire.

g)Carelessnessofofficestaffmayresultinmisuseofmachinesleadingtolosses

Reasons(circumstances)forreplacinganoldofficemachine

a)Wherethereisneedtoimprovetheimageofthebusinessorganisation

b)Wheretheoldmachineisnotcapableofperformingmultiplefunctions

c) Theoldmachinehasbecomeout-dated

d)Whereafastermachineisrequired

OFFICESTAFF

Officestaffreferstoateam ofemployeeswhoworktoachievethegoalsoftheorganization.

Officestaffcanbeclassifiedintothree:

 Managerialstaff

 Juniorstaff

 Subordinatestaff

1)Managerialstaff

Theseareofficerswhoareresponsiblefor:

 Formulatingtheorganization’spolicies

 Implementingorganization’spolicies

 Supervisingtheactivitiesoftheorganization

Managerialstaffformsthemanagementteam inanorganization

Examplesofmanagerialstaffincludethegeneralmanager,productionmanager,financemanager,

companysecretaryetc.

Qualitiesofanofficemanager

a)Musthaveclearandachievableobjectives

b)Shouldbetolerant,firm,politeandcourteous

c) Shouldbeconsistentindecisionmaking

d)Shouldbesociable

e) Abletodelegateduties

f) Shouldbeconcernedwithmembers’welfare

g)Shouldbeknowledgeable
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h)Shouldbeappreciative

i) Shouldbefairinjudgement

j) Shouldbeagoodcommunicator

2)Juniorstaff

Theseareemployeeswhocarryouttheactivitiesoftheorganizationasassignedtothem bythe

management.Theymaybeskilledorunskilled.

Examplesofjuniorstaffincludeaccountsclerks,secretariesandsalespersons.

3)Subordinatestaff

Theseareunskilledemployeeswhoperform non-specifieddutiessuchascleaning,servingtea,

deliveringmessagesetc.

DUTIESOFVARIOUSOFFICESTAFF

a)Generalmanager

Thisisasenioremployeeintheorganizationwhosedutiesinclude:

a)Controllingalltheactivitiesoftheorganisation

b)Co-ordinatingalltheactivitiesoftheorganizationtoensurethatalldepartmentsare

workingharmoniouslytowardscommongoals

c) Beingresponsibleforstaffing

d)Provisionofresourcesrequiredintheorganization

e) Advisingtheownersonmattersrelatingtotheorganization

f) Planningtheworkandtimescheduleintheorganization

b)Companysecretary

Thisisasenioremployeewhosedutiesinclude:

a)Beingresponsibleforlegalmattersofacompanyhencehe/sheisthecompany’slegal

advisor

b)Takingdownminutesduringgeneralmeetings

c) Departmentalmanagers

Theseareemployeeswhoareresponsibleforrunningandcontrollingtheaffairsoftheirindividual

departments.Theyincludeproductionmanager,sales,manager,financemanager,personnel

manageretc.

Inparticular,thedutiesofafinancemanager(officer)include:

a)Keepingbooksofaccount

b)Collecting,bankingandmakingpaymentsonbehalfoftheorganization

c) Makingfinancialreturnstothegeneralmanager

d)Preparingfinancialstatements
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e) Preparingpayrollsandbudgets

d)Personalsecretary

Thisisasenioremployeewhoismostlyattachedtoamoreseniorofficerinanorganizationsuch

asthegeneralmanager.

Dutiesofapersonalsecretaryinclude:

a)Filinginformationfortheboss

b)Attendingmeetingsandtakingminutes

c) Supervisingjuniorsecretarialstaff

d)Receivingandmakingtelephonecallsfortheboss

e) Takingdictationfrom theboss

f) Makingtravelarrangementsandbookinghotelsfortheboss

g)Keepingthepettycashbook

e)Typist

Thisisajunioremployeewhoisusuallyinthetypingroom.Someofthedutiesofatypistinclude:

a)Typinginformationfrom originaldocuments

b)Filingdocuments

c) Reproductionofdocumentsthroughphotocopyingorduplicating.

f) Clerk

Thisisajunioremployeewhodoesroutinejobs.Dutiesofaclerkinclude:

a)Handlingmails

b)Duplicatingdocuments

c) Indexingandfiling

d)Helpsinstore-keepingorrecordkeeping

e) Ordering,receiving,storingandissuingofstationery

f) Operatingvariousofficemachines

g)Telephoneoperator

Thisisajunioremployeewhorunsaswitchboard.Aswitchboardisanequipmentonwhich

telephonecallsarereceivedanddirectedtotherelevantofficers

h)Officemessenger

Thisisasubordinateemployeewhoperformsunskilledofficedutiessuchascollectionand

deliveryofmails

i) Receptionist

Thisisajuniorofficerintheorganizationwhosedutiesinclude:
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a)Supervisionofmessengers

b)Receivingsanddirectingvisitorstotheirrespectivedestinationswithintheorganization

c) Takingandpassingofmessages

d)Making,renewingandcancellingappointments

e) Keepingvisitors’recordbook

ESSENTIALQUALITIESOFOFFICESTAFF

Thesearethosequalitiesthataworkerisexpectedtohaveforhim/hertoperform his/herduties

moreefficiently.

Qualitiesofofficestaffmaybeclassifiedintothree:

a)Personalattributes

b)Officeetiquette

c) Personalknowledgeandskills

a)Personalattributes

Referstogeneralappearanceofaperson.Theyincludethefollowing:

a)Goodphysicalappearancei.e.gooddressingstyle,moderatehaircutstyles,non-excessive

useofmake-ups.

b)Goodhygiene

c) Goodposturei.e.appropriatewalking,sittingandtalkingstyles

d)Goodmoralbehaviour

e) Goodhealthandphysicalfitness

b)Officeetiquette

Referstoprescribedortheacceptedcodeofbehaviourinanoffice.Theyinclude:

a)Respect:referstoshowingregardtootherpeopleaccordingtotheirrankinthe

organization,theirageandsocialstatus

b)Punctuality:theabilitytokeeptime

c) Courtesy:handlingpeoplepolitely,pleasantlyandwithconsideration

d)Loyalty:commitmenttotheemployer

e) Honesty:abilitytotellthetruth

f) Co-operation:abilitytoworkwithotherscomfortably

g)Diplomacy:theabilitytoconvinceotherstactfully

h)Judgement:abilitytomakearulingafterconsideringallpossibilities

i) Accuracy:performingdutieswithexcellence,precisionandcorrectness
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j) Initiative:abilitytocreateandimplementideas

Waysofimprovingofficeetiquette

a)Showcourtesytobothfriendsandvisitors

b)Beorganisedatworkatalltimes

c) Behonestyandtruthfulinperformingduties

d)Co-operatewithworkers,visitorsandmanagement

e) Bepunctual

f) Beloyal

g)Bediplomatic

h)Beaccurate

i) Beinitiative

j) Bejudgemental.

c) Personalknowledgeandskills

a)Knowledge:referstotherelevantacademicandprofessionalqualificationandexperience

thatenablestheworkertoperform his/dutiesefficiently

b)Skills:referstocapabilitieswhichareusuallyacquiredthroughtrainingandpracticethat

enablesanemployeetoperform his/herdutiesmoreefficiently.

Onknowledgeandskills,officestaffshouldhavethefollowingqualities

a)Beliterate

b)Haveattainedtheminimum academicqualifications

c) Haveprofessionaltraininginaparticularfield

d)Haverelevantworkexperience

e) Beskilledintheperformanceofduties

Problemscausedbyworkerswithpoorqualitiesintheoffice

a)Otherworkersmaycopythebadhabits

b)Theorganisationmayincurhighcostsduetoabsenceoftheworker

c) Contributestoreductioninproduction

d)Contributestoreductioninmorals

e) Createsindisciplineamongworkers

COMPUTERSINTHEOFFICE

Acomputerisanelectronicdevicethatisusedforprocessingdata,storinginformationandfor

communicationpurposes
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Usesofacomputer

a)Datastorageandstockcontrol

b)Processingaccountingtransactions,preparingledgersandpayrolls

c) Itisusedforcommunicationpurposes

d)Itcanstoreinformationrelatingtomembersofstaff

e) Electronicfiling

f) Wordprocessing

Advantagesofusingcomputers

a)Iteconomisesonspaceandmaterial

b)Itisfaster

c) Itsoutputispresentable

d)Itcanstorealargevolumeofinformation

e) Itfacilitiescommunicationi.e.throughE-mail.

f) Itisaccurate

Disadvantagesofcomputers

a)Contributestounemploymentsinceitreplaceshumanlabour

b)Discouragesinnovation

c) Createsmonotonyandboredom broughtaboutbyusingthesamemachinealways

d)Requiresaback-upstoragesystem whichisanextracost

e) Requiresskilledmanpower

f) Confidentialinformationstoredincomputersmaybeaccessedbyunauthorisedpersons

g)Initialacquisitioncostishigh

h)Requireselectricity

i) Canbeattackedbycomputerviruses

j) Itissubjecttoalotoftechnologicalchanges

Usesofcomputersincommunication

a)Internet

Internetreferstotheinterconnectionofmanycomputersintheworldtherebyfacilitatingtheflow

ofinformationfrom oneplacetoanother.Informationissentintheform ofE-mail(electronicmail)

b)Intranet(innet)

Referstotheinnerconnectionofcomputerswithinasmallgeographicalareae.g.withinaschool

c) Extranet



isabokemicah@gmail.com

Novels,UpdatedCPA,ICT,KASNEB,HighSchool&PrimarySchoolNotes 0714497530

Thistheinterconnectionofcomputerstofacilitatecommunicationbetweentheorganizationand

selectedpersons.

Accesstoextranetrequirestheuseofapasswordbecauseitisnotmeantforusebyeveryone

d)Website

Thisisavirtuelocationintheinternetwhereinformationcanbepostedforotherpartiestoaccess

e.g.olx.

e)E-commerce

Referstocarryingouttradingthroughtheinternete.g.througholx.

Ithasthefollowingadvantages

a)Facilitatesaccesstoalargemarket

b)Createsaconduciveenvironmentforlargeandsmallbusinesstoconducttransactions

withoutdiscrimination

c) Itisafasterwayofdoingbusinessasitfacilitatesurgenttransactions

d)Reducespaperworksincedealingsaredoneonline

e) Reducesthecostofsending,receivingandstoringinformation

f) Enablesonetoaccessimportantinformationthatwillenablehim/herimprovetherunning

ofhis/herbusiness

g)Tele-conferencing

Referstoholdingaconferencethroughthecomputer.Itisusedwhenparticipantsarelocatedin

differentareas

Advantagesofinternet,intranet,website,extranetande-commerce(advantagesofusing

computersincommunication)

a)Theyarefast

b)Relativelycheaper

c) Convenientsinceinformationisreadilyavailable

d)Facilitatesstorageofinformationforfutureuse

Disadvantagesofinternet,intranet,website,extranetande-commerce(disadvantagesofusing

computersincommunication)

a)Highinitialcost

b)Maintenancecostishigh

c) Requirestrainedpersonnel

d)Computerssufferfrom occasionalbreak-upse.g.virusattacks

e) Computersarepronetomisuse
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f) Computersrequireelectricitytooperate

TRENDSINOFFICEMANAGEMENT

Thisreferstothecurrentchangesinofficemanagement.Thesetrendsarediscussedbelow:

a)Useofcomputers

Acomputerisanelectronicdevicewhichisusedforprocessingdata,storinginformationandfor

communicationpurposes

b)Officearrangement

Officelayoutisshiftingfrom anenclosedofficelayouttoopenorlandscapeofficelayoutinorder

toensureworkersareproperlysupervised.

c) Introductionofpublicrelationsdepartment

Theneedforcustomers’satisfactionhasseentheintroductionofacustomercaredepartmentin

mostorganization.Thisdepartmenthandlesalltheconcernsofcustomersinordertoensure

customersaresatisfied

d)Useofmobile(cell)phones

Useofmobilephonesforcommunicationhasreplacedtheuseoflandlines.

e)Changeinofficelocation

Mostorganizationsarenowlocatingtheirofficesinsub-urbanareas.Thisisintheireffortsto

avoidmanyproblemsassociatedwithlocatingtheofficeinurbanareas.Suchproblemsinclude

heavytrafficjams,lackingofparkingspace,highrunningcostsetc.

Officeslocatedinsub-urbanareasareaccessiblehenceconvenientforboththecustomersand

thebusinessowners.

f) Changeinprocedureandroutines

Outdatedproceduresandroutinesthatwereusedintraditionalofficesarenowbeingreplacedwith

modernproceduresandroutine.Forexamplethroughtheuseofmachinessuchascomputers,

managersarenowabletohandletasksthatwerepreviouslydelegatedtojuniorstaff.
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TOPIC7:HOMETRADE
CONTENTS

 Introduction

 Importanceoftrade

 Classificationoftrade

 Formsofhometrade

 Documentsusedinhometrade

 Meansofpayment

 Termsofpayment

INTRODUCTION

Tradereferstobuyingandsellingofgoodsandserviceswiththeaim ofmakingprofit.

Hometrade(localtrade)referstotradethatiscarriedoutwithintheboundariesofacountry.

IMPORTANCEOFTRADE

a)Helpspeopletoacquiregoodsandservicestheydon’tproduce.

b)Itavailsavarietyofgoodsandservicestothepeople

c) Enablesproducersdisposetheirsurplus

d)Createsemployment

e) Encouragesspecializationanddivisionoflabour

f) Enhancesgoodsocialrelationsandunderstandingamongthepartiesinvolvedintrade

g)Itisasourceofrevenuetothegovernmentthroughtaxation

h)Ensuressteadysupplyofgoodsandservices

i) Providesachannelthroughwhichgoodsandservicesaredistributed

j) Promotesfullexploitationandutilisationofeconomicresources.

CLASSIFICATIONOFTRADE

Tradecanbeclassifiedintotwo:

 Home(local/domestic)trade

 Foreign(international)trade

a)Hometrade

Thistradethatiscarriedoutwithinthegeographicalboundariesofacountry.
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Classificationofhometrade

Retailtrade:thisinvolvesthebuyingofgoodsandsellingthem tothefinalconsumer.Itiscarried

outbyretailers

Wholesaletrade:thisistradewhichinvolvesthesellingofgoodsinlargequantitiestoother

tradersforsale.Itiscarriedoutbyawholesaler.

b)Foreigntrade

Thisistradethatiscarriedoutbetweentwoormorecountries.

Classificationofforeigntrade

Bilateraltrade:thisistradewhichiscarriedoutbetweentwocountries

Multilateraltrade:thisistradewhichiscarriedoutamongmanycountries

Importtrade:thisistradewhichinvolvesthepurchaseofgoodsandservicesfrom othercountries

Exporttrade:thisistradewhichinvolvesthesellingofgoodsandservicestoothercountries

(Illustration)

FORMSOFHOMETRADE

Therearetwoform ofhometrade,namely,

a)Retailtrade

b)Wholesaletrade

Eachoftheaboveformsisdiscussedbelow

1)RETAILTRADE

Thisisaform ofhomeofhometradewhichinvolvesthebuyingofgoodsandsellingthem tothe

finalconsumer.

Thepersonwhocarriesoutretailtradeisknownasaretailer.

TYPESOFRETAILERS

Retailerscanbeclassifiedintotwo,namely.

a)Smallscaleretailers

b)Largescaleretailers

a)SMALLSCALERETAILERS

Theseareretailerswhorequiresmallamountofcapitaltostartandoperatetheirbusinesses.They

mostlyoperatesmallscalebusinesses.

Theyarefoundinallpartsofthecountryhenceformingthemajorityofretailtraders.

Theyaremostlyownedbyoneperson.

Theydealmostlyinfastmovingconsumergoodssuchasfoodstuffs,kerosene,detergentsetc.

Classificationofsmallscaleretailers
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Smallscaleretailerscanbeclassifiedintotwo:

a)Smallscaleretailerswithoutshops

b)Smallscaleretailerswithshops

Smallscaleretailerswithoutshops

Thesearethosesmallretailerswhodon’toperatefrom fixedpremises.Theyinclude:

 Itineranttraders

 Roadsidesellers

 Openairmarkettraders

 Automaticvendingmachines

a)Itineranttraders

Thesearetraderswhofrom oneplacetoanothertoselltheirgoods.Theyusuallymoveonfoot,

bicyclesorusingmotorcycles.

Theyincludehawkersandpeddlers.

Theymostlysellgoodssuchasclothes,plates,vegetables,fruitsetc.

Theyrequirealicensefrom therespectivelocalauthoritybeforethestartoperating

Characteristicsofitineranttraders

a)Theyarefoundmainlyindenselypopulatedareas

b)Theymovefrom oneplacetoanothertoselltheirgoods

c) Theyareverypersuasive

d)Theirpricesarenotfixed

Advantagesofitineranttraders

a)Flexiblesincetheymovefrom oneplacetoanother

b)Requireslittlecapitaltostartandoperatethebusiness

c) Convenientsincetheydelivergoodstocustomers

d)Theymostlysellincashhencetheydonotsufferfrom baddebts

e) Theyrequirefewlegalformalitiestostart

Disadvantagesofitineranttraders

a)Theyareaffectedbybadweatherconditionssincetheyoperateinopenairmarkets

b)Sometimesitisdifficultytotransportgoodstosomeplacese.g.farawayplaces

c) Theydonotofferaguaranteeincasegoodsarefoundtobedefective

b)Roadsidesellers

Thesearetraderswhoselltheirgoodsatplaceswherepeoplepassbye.g.alongbusystreets.
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Theymayplacetheirgoodsontheground,ontrays,onmatsoronemptysacks

Theymostlysellfastmovinggoodssuchassweets,roastedmaize,scratchcards,fruitsetc.

c) Openairmarkettraders

Openairmarketsareplacessetasidebythegovernmentwherepeoplemeettobuyandsellgoods.

Traderspayafeeinordertobeallowedtosellgoodsinthesemarkets.

Themarketundertheadministrationofthelocalauthority(countygovernment).

Thesemarketsareopenonspecificdaysoftheweek.

d)Automaticvendingmachines

Thesearecoinoperatedmachines.Coinsareinsertedintothemachinedependingonthepriceof

thegoodsonewantstobuy.Themachinewilltheautomaticallyreleasetherequireditem.

Theyaremostlyusedtobuyitemslikedrinksandpostagestamps.

Advantagesofautomaticvendingmachines

a)Theyoffer24hourservices

b)Doesnotneedanattendanthencereducinglabourcosts

c) Servescustomersquickly

d)Rendersaccurateservices

e) Savesonrentsincetheyarelocatedinanopenplace

f) Savesonspace

Disadvantagesofautomaticvendingmachines

a)Theyselllimitedvarietiesofgoods

b)Customersmayusefakemoneytobuyfrom themachine

c) Machinesareexpensivetoinstall

d)Breakdownofthemachineinconveniencescustomers

e) Notallcoinsareusedtobuygoodsfrom themachine

f) Theydonotofferpersonalizedservices

g)Coinsmaybeheavytocarryaround

Smallscaleretailerswithshops

Thesearethosesmallscaleretailersthatoperatefrom fixedpremises.Theyinclude:

 Singleshops(unitshops)

 Tiedshops

 Kiosks
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 Marketstalls

 Canteens

 Mobileshops

a)Singleshops(unitshops)

Singleshopsarefixedpremises.Aunitshopisusuallyoperatedbyonepersonwhomayget

assistancefrom his/herfamilyoremployattendants

TheyarecommonlyknownasdukasinSwahili

Theymostlyoperateinonelineofcommoditye.g.clothes,groceries,booksetc.

b)Tiedshops

Theseareretailersthatsellstheproductsofoneparticularmanufacturer.

Theshopsareownedandcontrolledbythemanufacturer.Themanufacturerdesignstheoutlook

oftheshop

ExamplesincludeBatashopswhichsellshoesfrom Bata,petrolstationsforCaltex,total,kobiletc.

c) Kiosks

Thesearesmallshopswhichsellfastmovinggoodssuchasnewspapers,sweetsandsoftdrinks.

Theyaremostlylocatedinstrategicplacessuchthecornerofabusystreet,residentialareas,road

sidesetc.

d)Marketstalls

Thesearepermanentstandsfoundinmarketplaces.

Theyareopendaily.

Theyareconstructedandownedbythecountygovernmentsbutareleasesandhiredtotraders

e)Canteens

Theseareretailshopsthatarefoundininstitutionssuchasschools,colleges,policestations,

hospitalsetc.

Theysellgoodsmostlytopeoplewithintheinstitutionthoughtheyalsoselltooutsiders.

Theycanbeoperatedbythemanagementoftheinstitutionorbyindividuals.

Theydealinavarietyofconsumablegoodssuchastea,sodas,sugar,foodstuffsetc.

f) Mobileshops

Thesearevehiclesthatareconvertedintoshopsfrom wherecustomerscanbuygoods.

Mobileshopsvisitdifferentplacesatdifferenttimes

Featuresofsmallscaleretailers

a)Theyinvestsmallamountsofcapitalinthebusiness

b)Theyareconvenientlylocatedtoservetheneedsofcustomersmoreefficiently
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c) Theyprovidepersonalattentionwithcustomers

d)Theymayprovidecreditfacilitiestotheirloyalcustomers

e) Theymayoperateforlongerhours

f) Theyareflexible

g)Overheadcostsarelow

Advantagesofsmallscaleretailers

a)Requireslittleamountofcapitaltostarthenceitiseasytoraisethestart-upcapital

b)Retailersmaygivecreditfacilitiestotheirloyalcustomers

c) Retailershaveclosecontactwiththeircustomershencetheyareabletoattendtotheir

complaintsandconcerns

d)Theyareabletousecheaporfreelabourfrom familymembers

e) Overheadcostsandrisksarelow

f) Thebusinessissimpletomanage

g)Fewlegalformalitiesarerequiredwhenstartingthebusiness

h)Itisflexiblehencethetradercanchangefrom onelineoftradetoanother

i) Theownercankeepbusinesssecrets

j) Decisionmakingisfastersincetheownerdoesnotneedtoconsultanyone

Disadvantagesofsmallscaleretailers

a)Thetraderhaslimitedaccesstowidersourcesofcapital

b)Thetradermaynotaffordtohirespecialisedstaff

c) Thebusinessmaysufferfrom baddebts

d)Thetraderdoesnotenjoyeconomiesofscale

e) Thesalesvolumeislowduetothelittleamountofinvestedcapital

f) Lackofgoodmanagerialskills

g)Thebusinessmayfacecompetitionfrom biggerbusiness

Waysinwhichcustomersbenefitbybuyingfrom smallscaleretailers

b)Theycangetfreeadviceonuseoftheproduct

c) Thereispersonalattentionhencetheyareabletovoicetheirconcernsdirectlytothetrader

d)Theyareassuredofsteadysupplyofgoods

e) Theycanbeallowedcreditfacilities

f) Goodsarebroughtnearertothem

g)Theycanenjoypersonalizedservicesfrom thetrader
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h)LARGESCALERETAILERS

Theseareretailbusinesseswhichoperateonlargescale.

Typesoflargescaleretailers

Largescaleretailersincludethefollowing:

 Supermarkets

 Chainstores

 Departmentalstores

 Hypermarkets

 Mailorderstores

a)Supermarkets

Thesearelargeself-servicestoreswhichmostlydealinhouseholdgoodssuchasutensils,

foodstuffsandclothes.

Goodsaredisplayedonshelves.Eachitem hasapricetag.

Thewalksaround,selectsandpickstheitemshe/shewantstobuyandpaysforthem atthe

cashierstationedneartheexit.

Featuresofsupermarkets

a)Requiresalargeamountofcapitaltostart

b)Stocksavarietyofgoods

c) Theyofferself-servicefacilities

d)Goodshavepricetags

e) Pricesofgoodsarefixedi.e.thereisnobargaining

f) Theydonotoffercreditfacilities

g)Theysellgoodsatcomparativelylowerprices

h)Labelsaredisplayedtohelpshoppersinfindingthegoodseasily

Advantagesofsupermarkets

a)Theystockavarietyofgoods,thereforethecustomerisabletofindwhathe/shewants

b)Theirpricesarecomparativelycheaper

c) Self-servicesystem enablesthem servemanycustomerswithinashorttime

d)Thereisnoriskofbaddebtssinceallgoodsaresoldoncashbasis

e) Thepricetagsguidesthecustomer

f) Shopattendantscanassistinpackinggoodsonbehalfofthecustomer

g)Supermarketsemployfewerattendantshencereducingtheirlabourcosts
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h)Self-servicemaypromoteimpulsebuyingtothebenefitofthesupermarket

Disadvantagesofsupermarkets

a)Thereisnopersonalattentiongiventocustomers

b)Theydonotallowcreditfacilities

c) Theyencourageimpulsebuyingduetoself-service.Thismakescustomersbuygoods

whichtheydonotneed

d)Theyarelocatedmainlyinurbanareas

e) Theydonotdelivergoodstothecustomers’premises

b)Chainstores

Thesearelarge-scalebusinesseswithseparatebrancheswhicharemanagedandorganised

centrallye.g.Africanretailtraders.

Chainstoresselltheirgoodsatthesamepriceirrespectiveofthelocation.

Theyhavesimilarshop-frontappearanceanddisplays.

Theysellidenticalgoodsinalltheirstores.Theyalsohaveacentralstorescontrolsystem.

Characteristicsofchainstores

a)Allpurchasesarecentralised

b)Pricesaresameforalltheirproductsinalltheirbranches

c) Salesaredecentralised

d)Allbranchesdealinidenticalgoods

e) Theyareuniform inoutwardappearanceandinteriordesign

f) Theyaremanagedandcontrolledbyacentraladministrationattheheadoffice

g)Theyselltheirgoodsoncashbasis

Advantagesofchainstores

a)Theysellgoodsatcomparativelylowerprices.Thisisduetothefactthattheybuygoodsin

largequantitiesfrom thesupplierhencearegiventradediscountsenablingthem reduce

theirsellingprices

b)Thecostofrunningachainstoreismanagedattheheadofficehencepromotingsharing

ofcostsamongvariousbranches

c) Slowmovinggoodsinonebranchcanbemovedtoanotherbranchwheredemandishigher

d)Identicalgoodssoldbychainstore,similarshop-frontcoloursandsimilardesignpublicises

thebusiness

e) Theyserveawidermarketsincetheyarespreadalloverthecountry

f) Goodsaresoldoncashbasishenceavoidingbaddebts
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Disadvantagesofchainstores

a)Theyarehighlyinflexiblei.e.theycanadjusttorapidchangesinmarketconditions

b)Theyrequirelargeamountofcapitaltostart

c) Centralisationofmanagementleadstoslowdecisionmakingwhichmayresultintolossof

anopportunity

d)Theydonotstockavarietyofgoodssinceallbranchesstockidenticalgoods

e) Mostofdon’toffercreditfacilities

f) Lackofpersonaltouchwithcustomers

g)Lackofpersonaltouchbetweentheemployerandtheemployeesduetocentral

managementmayreduceincentiveforhardworkamongstaff

c) Departmentalstores

Adepartmentalstorecomprisesmanysingleshopsunderoneroofandonemanagement.

Eachdepartmentdealsinadifferentlineofgoodsandiscontrolledbyadepartmentalmanager.

Thedepartmentalmanagerisresponsibleforbuyinginhis/herowndepartmentthough

sometimesthismaybecentralised.

Controlofgeneralservicessuchastransport,personnelandfinancearecentralised

Theyaremostlylocatedintowncentres.

Featuresofchainstores

a)Theyofferawidevarietyofgoodsatrelativelylowerprices

b)Theyareusuallylocatedintowns

c) Eachdepartmentismanagedbyadepartmentalmanager

d)Eachdepartmentdealsinadifferentlineofgoods

e) Theyconsistofmanyshopsunderoneroofandcentralmanagement

f) Theyhavedifferentindependentshops,eachformingadepartment

g)Eachshopisresponsibleforbuyingitsownstock

h)Goodsarenottransferablefrom onedepartmenttoanother

i) Theysellgoodsoncashbasis
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Advantagesofdepartmentalstores

a)Customersareabletobuyalltheyneedunderoneroof

b)Theirsellingpricesarerelativelylow

c) Thestoresareabletoemployspecialisedstaffwhoprovidequalityservices

d)Theygenerallyopenforlonghours

e) Theyofferadequateparkingfacilitiestocustomers

f) Decisionmakingiseasyandquicksinceeachdepartmentisresponsibleformakingits

owndecisionsandimplementingthem

Disadvantagesofdepartmentalstores

a)Theyrequirealargeamountofcapitaltostartandoperate

b)Adepartmentalstoremayrunonedepartmentatalossinordertoattractcustomers

c) Theyaremostlylocatedinurbanareas

d)Lackofpersonalcontactwithcustomers

e) Managerialproblemsariseduetotheirlargesize

f) Creditfacilitiesarenotallowed

d)Hypermarkets

Ahypermarketisalargeshoppingcentreinonebuildingcomprisingavarietyofbusinessesunder

differentmanagement.

Hypermarketsaremostlylocatedinplacesfarawayfrom thecitycentreandareaccessiblewith

ampleparkingspace.

ExamplesofhypermarketsinKenyaincludethesaritcentre,yayacentre,uchumihyperandthe

Westgateshoppingmall.

Characteristicsofhypermarkets

a)Theyhavegoodsaccesstoroads

b)Theyhaveampleparkingspace

c) Theyhavemanybusinessesunderoneroof

d)Theyareattractiveandconvenienttoshopin

e) Theyarelocatedintheoutskirtsoftowns
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f) Theyofferavarietyofgoodsandservices

Disadvantagesofhypermarkets

a)Theyprovideavarietyofgoodsandservicestocustomershencecustomersdoalltheir

shoppingunderoneroof

b)Theyoffereasyandconvenientparkingtotheircustomers

c) Theyareopenforlonghours

d)Someshopsinthehypermarketmayoffercreditfacilitiesbyacceptingcreditcards

e) Hypermarketssaveonspacebyhavingallbusinessesunderoneroof.Thisreducesrents

andrates

Disadvantagesofhypermarkets

a)Sincetheyarelocatedawayfrom thecity,theyservealimitednumberofpeopleespecially

thosewithcars

b)Theymayrequirelargespacefortheirestablishment

c) Theirpricesarenotcontrolledthereforesomebusinessesmaychargehighprices

d)Theyrequirealargeamountofcapitaltostartandoperate

e)Mailordershops

Theseareretailbusinesseswherebuyingandsellingofgoodsisdonethroughthepostoffice.

Mailordershopsadvertisetheirgoodsincatalogueswhicharesenttothepostoffice.Tomakea

purchase,thecustomerselectsthegoodsfrom thecatalogueandsendstheorderbymail.They

mayalsoadvertisetheirgoodsthroughtheprintmedia,journals,radiosetc.

Thegoodsaredispatchedmostlyonthebasisofcashwithorderorcashondelivery.

Theymostlydealinlessbulky,highvalue,durableandfragilegoods.

Characteristicsofmailordershops

a)Theysellgoodsthroughthepostoffice

b)Theyadvertisetheirgoodsthroughtheprintmedia,electronicmedia,journalsandcinemas

c) Transactionsarecarriedoutthroughthepostoffice

d)Customersdonotvisitthesellingpremises

e) Goodsaredispatchedonthebasisofcashwithorderorcashondeliverybasis.

f) Theymayhavelargewarehouses
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g)Theymostlyselloncashbasis

h)Thereisnocontactbetweenthebuyerandtheseller

Advantagesofmailordershops

a)Theyareabletoreachcustomerswhoarefaraway

b)Theydonotrequiretheservicesofsalespersonnel

c) Theymaynotrequiretransportfacilities

d)Itispossibletocontrolthedistributionofgoods

e) Thereisnoneedforshopsandshowrooms

f) Theysellatrelativelylowerpricessincetheiroperationcostsarelower

g)Theyeliminatetheneedtomaketripsfrom oneshoptoanotherinsearchofgoods

Disadvantagesofmailordershops

a)Highcostofadvertisingincreasesthepriceofthegoods

b)Inspectionofthegoodsbythecustomerisnotpossible

c) Limitedvarietyofgoodsaresold

d)Personalcontactbetweenthesellerandthebuyerisnotpossible

e) Thismethodofsellingisonlysuitableforthosewhocanreadandwrite

f) Problemsarisinginthepostofficemayaffectthebusinesse.g.strikes

g)Wheregoodsarepaidininstalments,theriskoflossesduetobaddebtsishigh

h)Itisnotpossibletooperatethebusinessinplaceswherepostofficeservicesarenot

available

i) Advertisementsinthecataloguemaybemisleading

j) Mostmailordershopsdonotallowcredit

k) Itmayleadtoimpulsebuying

Functionsofretailers

Functionsofretailerscanbediscussedbyconsideringtheservicestheyrendertoconsumers,

wholesalersandproducers

Servicesprovidedbyretailerstoconsumers
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a)Theyoffercreditfacilities

Sinceretailershavepersonalcontactswiththeircustomers,theyareabletogivecredittothe

customerstheytrust

b)Theyofferafter-salesservices

Theseareservicestobuyersbytheselleraftertheyhaveboughtthegoodsinordertoretainthem.

Theseservicesmayincludetransport,installation,repairetc.

c) Theyprovideavarietyofgoodstoconsumers

Retailerscanbuyandstockgoodsfrom differentmanufacturersandwholesalerswhichtheylater

selltoconsumers

d)Theyofferadvisoryservices

Retailersadviseconsumersonmattersrelatingtochoiceanduseofproducts

e)Theyavailgoodstoconsumers

Retailersmakegoodsavailabletoconsumersattherighttimeandplace

f) Theybreakthebulk

Retailersbuygoodsfrom wholesalersandmanufacturersinlargequantitiesandlatersellthem to

consumersinrelativelysmallerquantities

Servicesprovidedbyretailerstoproducers

a)Theymarketgoodsbydisplayingthem intheirshopsforallcustomerstosee

b)Theylinkproducerstoconsumersbyensuringthatproducer’sproductsdoreachthe

consumer

c) Theyprovideinformationtoproducersonconsumerdemandinthemarket

d)Theybreakthebulkyonbehalfofproducers

e) Theyprovidefinancestoproducersbybuyinggoodsfrom them

Servicesprovidedbyretailerstowholesalers

a)Theyprovideinformationonmarketdemandtowholesalers

b)Theydistributegoodsonbehalfofthewholesalers

c) Theytransportthegoodsonbehalfofthewholesaler

d)Theystoregoodsonbehalfofthewholesaler

e) Theybreakthebulkonbehalfofthewholesaler
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f) Theyprovidefinancestowholesalersbybuyinggoodsfrom them

g)Theymarketthegoodsonbehalfofthewholesaler

Qualitiesofagoodretailer

a)Shouldbecustomerfriendly

b)Beagoodbuyersoastobuyfrom therightsupplier

c) Abletoforecastfuturedemandchangesandmarkettrends

d)Beagoodmanager

e) Honestyishis/herbusinessdealings

f) Goodrecordkeepingskills

g)Goodpersonalhabitsandhygiene

2)WHOLESALETRADE

Wholesaletradeisthebuyingofgoodsinlargequantitiesforthepurposeofresellinginsmaller

quantitiestoothertraders.

Wholesaletradeisdonebyawholesaler.Awholesalerisatraderwhobuysgoodsinbulkfrom

producersandsellsthem toothertraders,normallyretailers.

Classificationofretailers

Retailerscanbeclassifiedinthefollowingways

a)Accordingtotherangeofproductstheyhandle

b)Accordingtothegeographicalareainwhichtheyoperate

c) Accordingtothemethodofoperation

a)Accordingtotherangeofproductstheyhandle

Whenclassifiedaccordingtotherangeofproductstheyhandle,wholesalerscanbecategorised

into:

 Generalmerchandisewholesalers

 Generallinewholesalers

 Specialisedwholesalers

a)Generalmerchandisewholesalers

Thewordmerchandisemeansgoods.Thesearewholesalerswhodealinawidevariety(types)of

goods.E.g.awholesalerwhosaleshardware,foodstuffs,clothing,chemicalsetc.
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b)Generallinewholesalers

Thesearewholesalerswhodealinawiderangeofproductsbutwithinonelinee.g.awholesaler

whosellsalltypesofhardwaresuchasironsheets,nails,cementetc.

c) Specializedwholesalers

Thesearewholesalerswhodealinparticulargoodsfrom agivenlineofproduct.E.g.awholesaler

whospecializesinthedistributionofironsheetsonlyfrom thelineofhardware.

b)Accordingtothegeographicalareainwhichtheyoperate

Whenclassifiedaccordingtothegeographicalareainwhichtheyoperate,wholesalerscanbe

categorizedinto:

 Nationwidewholesalers

 Regionalwholesalers

a)Nationwidewholesalers

Thesearethosewholesalerswhodistributetheirproductsalloverthecountry.Theyestablish

warehousesordepotsindifferentpartsofthecountryfrom wheretheydistributetheirproducts

b)Regionalwholesalers

Thesearethosewholesalerswhoselltheirproductstocertainpartsofthecountryonlye.g.soda

andbreaddistributors

c) Accordingtotheirmethodofoperation

Whenclassifiedaccordingtothemethodofoperation,wholesalerscanbecategorisedinto:

 Cashandcarrywholesalers

 Mobilewholesalers

 Rackjobbers

 Dropshippers

 Truckwholesalers(distributors)

a)Cashandcarrywholesalers

Thesearethosewholesalerswhooperateonaself-servicebasislikeasupermarket.Traders

come,picktheirgoodsandpayincash

b)Mobilewholesalers
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Thesearewholesalerswhousevehiclestogoroundastheyselltheirgoodstotraderse.g.

distributorsofbread.

c) Rackjobbers

Ajobberisapersonwhobuysgoodsfrom aproducerorfrom anothercountryforreselling.

Rackjobbersarewholesalerswhospecialiseinsellingparticularproductstootherspecialised

wholesalerse.g.awholesalerwhobuyshorticulturalproductsfrom farmersandsellsthem to

otherwholesalers

Rackjobbersusuallystocktheirgoodsinshelvesorracksfrom whichcustomersselectthegoods

tobuy

Rackjobbersmayallowtheircustomerstopayfortheirgoodsaftersellingthem.

d)Dropshippers

Thesearethosewholesalerswhodonothavestoresoftheirown.

e)Truckwholesalers(distributors)

Thesearethosewholesalerswhocombinebuying,sellinganddeliveryinoneoperation

Functionsofwholesalers

Thefunctionsofwholesalerscanbediscussedbyconsideringtheservicestheyrenderto

producers,retailersandconsumers

Servicesprovidedbywholesalerstoconsumers

a)Theyensuresteadysupplyofgoodstoconsumersthroughretailers

b)Theystabilisemarketpricesbyensuringasteadysupplyofgoodsinthemarket

c) Theymakeitpossibleforproducerstoenjoyavarietyofgoods

d)Theybreakthebulkytherebyenablingtheconsumerthroughtheretailertogetthegoodsin

relativelysmallerandconvenientquantities

e) Throughtheretailer,theygiveinformationtoconsumersonnewproductsavailableoron

changesinproducts

f) Theytransmitconsumers’complaintstoproducers

Servicesprovidedbywholesalerstoretailers

a)Theyprovideavarietyofgoodstoretailers

b)Theyavailgoodsatplacesconvenienttoretailers

c) Theybreakthebreakforthebenefitofretailers
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d)Theymayoffertransportservicestoretailers

e) Theymayoffercreditservicestoretailers

f) Theysort,grade,blend,packandbrandgoodstherebyrelievingtheretailerthebotherof

havingtodoso.

g)Theystorethegoodsonbehalfofretailers

h)Theyadviseretailersonbusinessmatterssuchasnewproducts,retailpricesofproducts

etc.

i) Theylinkretailersandproducerstherebypassinginformationfrom retailerstoproducers

andviceversa.

Servicesprovidedbywholesalerstoproducers

a)Theydistributegoodsonbehalfoftheproducer

b)Theyrelievetheproduceroftherisksinvolvedinsellingtheproducts.Suchrisksmay

includeafallinmarketprice,theftofthegoods,anddamagetothegoodsetc.

c) Theystoregoodsonbehalfoftheproducer

d)Theycarryoutmarketresearchonbehalfoftheproducerandpasstheinformation

obtainedtotheproducer

e) Theytransport,breakthebulk,sort,grade,pack.Blendandbrandgoodsonbehalfofthe

producer

f) Theymarkettheproductsonbehalfoftheproducer

g)Theyprovidefinancetoproducersbybuyinggoodsfrom them

Circumstanceswhenthewholesalercanbeeliminatedinthechainofdistribution

a)Whereretailersoperateinlargescale

b)Wheretheproducerdecidestodistributegoodsdirectlytotheretailers

c) Wherethenumberofretailerstobeservedarefewandcanbereachedeasilybythe

producer

d)Wherethegoodsbeingdistributedareperishableinnature

DOCUMENTSUSEDINHOMETRADE

Thesearedocumentswhichareusedtoshowthattradehastakenplace.Thesedocumentsare

discussedbelow

a)Letterofinquiry

Thisisadocumentthatissentbythebuyertothesellertoinquireabouttheavailabilityofgoods,
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theirpricesandmethodsofsupplyingthegoods.

Itenablesthebuyertodeterminethegoodsavailableandthemostsuitableprice.

Theletterofinquirycanbegeneralorspecific.Aspecificletterofinquiryinquiresabouta

particularwhereasageneralletterofinquiryseeksinformationaboutallgoodsstockedbythe

seller

b)Catalogue

Thisisabookletwhichbrieflydescribesthegoodsstockedbytheseller.

Itrespondstothegeneralletterofinquiry.

Itcontainsthefollowing:

 After-saleservicesofferedbytheseller

 Packagingandpostingexpensestobeincurred

 Deliveryservicestobeused

 Termsofsale

c) Quotation

Thisisadocumentthatissentbythesellertothebuyerinresponsetoaspecificletterofinquiry.

Itshowsthetermsofsale,pricesofthegoodsandabriefdescriptionofthegoodstobesupplied.

Itcontainsthefollowing:

 Pricesofgoodsorservices

 Termsofsale

 Anydiscountoffered

 Anywarrantgiven

 Timeofdelivery

 Anyotherspecialinstructions

d)Pricelist

Thisisalistofitemssoldbythetradertogetherwiththeirprices.

e)Order

Thisisadocumentsentbythebuyertothesellerrequestingthesellertosupplythegoodsor

serviceswhosedetailsaregivenintheorder.
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Itgivesalistofgoodsorservicesrequired,datewhentheyaretobedeliveredandhowtheyareto

betransported.

Anorderthatisusedinhometradeisknownasthelocalpurchaseorder.

Itscontentsinclude:

 Namesandaddressesofthebuyerandtheseller

 Thenumberoftheorder

 Quantitiestobesuppliedandtheamountstobepaid

 Abriefdescriptionofthegoodsordered

 Priceperitem

 Specialinstructiononmattersrelatingtopackaginganddelivery

f) Acknowledgementnote

Thisisadocumentwhichissentbythesellertotheprospectivebuyertoinform him/herthatthe

orderhasbeenreceivedandisbeingactedupon.

g)Packagingnote

Thisisadocumentwhichispreparedbythesellertothebuyerwheregoodsarebeingtransported

byanindependenttransporter.

Itgivesdetailsofthegoodscontainedinthepackageorcontainer.

Acopyofthepackingnoteispackedwiththegoodstoenablethebuyermakeaspotcheckwhen

thegoodsarrive.

Itcontainsthefollowing:

 Quantitiesofgoodspacked

 Abriefdescriptionofthegoods

 Themeansofdelivery

NOTE:apackingnotedoesnotcontainpricesofgoods.Thisistoensurethatthosepeople

transportingthegoodsdon’tgettoknowthevalueofthegoods.Thisisdonetoavoidtheft.

h)Advicenote

Thisisadocumentwhichissentbythesellertothebuyerafterthegoodshavebeendispatchedto

inform him/herthatthegoodshavebeendispatched.

Itisusuallysentthroughthefastestmeansavailablesoastoreachthebuyerbeforethegoods

arrive.
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Anadvicenotethereforeservesthefollowingpurposes:

 Itinformsthebuyerthatgoodsareonthewaysothatincaseofanydelayindelivery,the

buyercanmakeinquiries

 Italertsthebuyersothatthenecessaryarrangementscanbemadeforpaymentwhen

goodsarrive

Itcontainsthefollowing:

 Themeansofdelivery

 Adescriptionofthegoods

 Thequantitydispatched

NOTE:anadvicenotecanservethepurposeoftheacknowledgementnote.

i) Deliverynote

Thisisadocumentwhichshowsthatthegoodshavebeendeliveredbytheseller.

Thedeliverynoteissenttogetherwiththegoods.Itispreparedintriplicate.Acopyisretainedby

thesellerandtheothertwocopiesaresentwiththegoodstothebuyer.

Aftercountercheckingthedeliverynotewiththegoods,andthebuyerissatisfied,he/shesigns

bothcopiesofthedeliverynote,keepstheoriginalandreturnsacopytotheseller.

Itcontainsthefollowing:

 Thenamesandaddressesofthesellerandthebuyer

 Dateofdelivery

 Deliverynotenumber

 Quantitiesanddescriptionsofthegoods

 Spaceforthebuyertosignandcommentontheconditionofthegoodsdelivered

 Ordernumber

NOTE:thedeliverynotelikeapackingnotedoesnotcontainthepricesofthegoodsasa

precautionarymeasure

j) Consignmentnote

Toconsignmeanstosend.Theselleristheconsignorandthebuyeristheconsignee.A

consignmentnoteisadocumentthatispreparedbythetransporterwhenthegoodsarereceived

from thesellerfortransportation.

Aconsignmentnoteissentwhenthesellerdoesnotusehis/herownmeansoftransporthence
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hiresatransportingcompanytocarrythegoods.

Aconsignmentnoteispreparedbythetransportingcompanyandissuedtothesellerwho

completesandsignsit.Thesellerreturnstheconsignmentnotetothetransporterwhotakesit

togetherwiththegoodstothebuyer.Onreceiptofthegoods,thebuyersignstheconsignment

noteasevidencethatthegoodswereactuallytransported.

Itcontainsthefollowing

 Detailsofthegoodstobetransported

 Namesandaddressesofthesellerandthebuyer

 Termsofcarriageandconditionsoftransportingthegoods

k) Invoice

Thisisasentdocumentthatissentbythesellertothebuyertodemandpaymentforgoods

delivered.

Therearetwotypesofinvoices:

 Cashinvoice

 Creditinvoice

Acashinvoiceissentwhenpaymentisexpectedimmediatelyafterdeliverythusactingasacash

salereceipt.Acreditinvoiceontheotherhandisissuedwhenthebuyerisallowedtopayatalater

date.

Theinvoiceservesthefollowingpurposes:

a)Itshowsthedetailsofgoodssoldi.e.theirquantity,pricesandtermsofsale

b)Itdemandspaymentfrom thebuyer

c) Itisusedasasourcedocumentinrecordingtransactionsinthebooksofaccount

d)Showsdetailsofgoodssold

e) Showsamountofdiscount

f) Showsthelevelofindebtnessbythebuyer

ThelettersE&O.E(errorsandomissionsexcepted)areprintedatthebottom oftheinvoice.These

lettersmeansthatthesellerhastherighttocorrectanyerrorsandomissionsmadeintheinvoice.

l) Abill

Thisisadocumentwhichissentbythesellertothebuyertodemandpaymentforservices

renderedbytheseller.
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Itisusedbybusinesseswhichprovideservices

m)Pro-formainvoice

Thisisadocumentwhichissentbythesellertothebuyerbeforegoodsaredelivered.Itshows

howtheinvoicewilllooklikeincasethebuyerbuysthegoods.

Itservesthefollowingpurposes

a)Itisapolitewayofaskingforpaymentbeforethegoodsaredelivered

b)Itissentwhenthebuyerdoesnotwanttogivecredit

c) Itisusedbyimporterstogetcustomsclearancebeforegoodsaredelivered

d)Itisissuedtotheagentwhosellsgoodsonbehalfoftheseller

e) Itshowstheamountthebuyerwillpayincasetheorderisaccepted

f) Itcanserveasaquotation

NOTE:apro-formainvoicecanbeusedinbothhomeandinternationaltrade.

n)Goodsreceivednote

Thisisadocumentwhichissentbythebuyertothesellertoinform him/herthatgoodshavebeen

received.

Itispreparedinduplicate.Thecopyisretainedbythebuyerwhiletheoriginalissenttotheseller.

Itcontainsthefollowing:

 Datewhenthedocumentwasprepared

 Namesandaddressesofthebuyerandtheseller

 Thecorrespondingpurchaseorder

 Detailsofthegoodsreceived

 Datewhenthegoodswerereceived

p)Goodsreturnednote

Thisisadocumentwhichissentbythebuyertothesellertoshowdetailsofthegoodsreturned

bythebuyer.

Goodscanbereturnedbythebuyertothesellerduetothefollowingreasons

a)Iftheyaredamagedontheway

b)Theyareofthewrongtype
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c) Theyareexcess

d)Theyareofthewrongquality

Wheregoodsarereturnedduetodamage,thenotemaybereferredtoasthedamagedgoodsnote.

Oncethesellerreceivesthereturnedgoodstogetherwiththegoodsreturnednote,he/shesendsa

documentknownasacreditnotetothebuyer.

q)Creditnote

Thisadocumentwhichissentbythesellertothebuyertoinform him/herthatamountofmoney

tobepaidbyhim/herhasbeenreduced.Itisthereforesenttocorrectundercharges.

Thisamountcanbereducedduetothefollowingreasons:

a)Whengoodsarereturnedbythebuyer

b)Whenthebuyerisoverchargedbytheseller

c) Whenemptycontainersandparkingcaseswhosevalueswereincludedintheinvoicesare

returnedbythebuyer

d)Allowingmorediscountthebuyer

e) Inclusionofitemsintheinvoicethatwerenotordered

Thecreditnoteisusuallyprintedinredtodistinguishitfrom otherdocuments

r) Debitnote

Thisisadocumentthatissentbythesellertothebuyertoinform him/herthattheamounttobe

paidbyhim/herhasbeenincreased.

Itactsasanadditionalinvoice.

Itissenttocorrectunderchargeswhichmayarisefrom:

a)Mistakesincalculation

b)Priceunderchargesonitems

c) Omissionofsomeitemsfrom theinvoice

d)Disallowingdiscount

e) Failurebythecustomertoreturnemptyboxes

s) Statementofaccount

Thisisadocumentthatissentbythesellertothebuyertoshowasummaryofallthetransactions

betweenthesellerandthebuyeroveragivenperiodoftimeandtheamountsowingtotheseller.
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Itscontentsinclude:

 Namesandaddressesofthebuyerandtheseller

 Thebuyer’saccountnumber

 Datecolumnforrecordingtransactiondates

 Particularscolumnforrecordingthetypeoftransaction

 Amountofcolumnforrecordingtheamountofmoneyineachtransaction

 Termsofcredit

 Numberofinvoicessent

 Numberofreceiptsissued

 Numberofcreditnotesissued

 Numberofdebitnotesissued

 Amountfrom thepreviousperiod

 Outstandingbalancecarriedforward

t) Receipt

Thisisadocumentthatisissuedbythesellertothebuyertoactasevidencethatpaymenthas

beenmade.

Itcontainsthefollowing

 Datewhenpaymentwasmade

 Nameofthepersonmakingpayment

 Amountpaidbothinwordsandfigure

 Themeansofpayment

 Nameofthepersontowhom paymentismade

 Receiptnumber

 Thesignatureofthepersonissuingthereceipt

u)IOU

AnIOU(IOweYou)isanacknowledgementofadebt.Itiswrittenbythedebtor(buyer)asan

acknowledgementhe/sheowesthecreditor(seller)
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Itactsasanevidencethatadebtexists

Ithoweverdoesnotindicatethedatewhenthedebtorwillclearthedebt.

MEANSOFPAYMENT

Thesearethemethodsusedinpayingforgoodsandservices.Thecommonmeansofpayment

include:

a)Cashpayment

b)Cheque

c) Billofexchange

d)Promissorynote

e) Moneyorder

f) Postalorder

g)Postagestamps

h)Premium bonds

i) Banker’scheque(bankdraft)

j) Creditcards

a)CASHPAYMENT

Thisiswherepaymentforgoodsandservicesismadeusingnotesandcoins.Thesecoinsand

notesarereferredtoaslegaltenders.

Legaltendermeanstheyaresupposedtobeacceptedbypeopleforsettlingdebts.

Advantagesofcashpayment

a)Itistheonlymeansofpaymentwithlegaltenderi.e.theonlylegalmeansofsettlingdebts

b)Itisconvenientforthesettlementofsmalldebts

c) Itcanbeusedbypeoplewithorwithoutbankaccounts

d)Itgetsridofbaddebts

Disadvantagesofcashpayment

a)itiscumbersometocarrylargesumsofmoney

b)Cashcanbelostorstoleneasilysinceitisreadilyusable

c) Paymentincashlacksevidencewhenareceiptisnotissued
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d)Ifcountingmachinesarenotused,countinglargesumsofmoneycanbecumbersomeand

timeconsuming

Circumstancesunderwhichcashpaymentisappropriate

a)Whentheamountsinvolvedissmall

b)Wherethepayee(thepersontobepaid)doesnotacceptothermeansofpayment

c) Wherecashistheonlymeansofpaymentavailable

d)Wherethepayeerequirescashimmediately

e) Wherethereisneedtoavoidexpensesassociatedwiththeothermeansofpayment

b)CHEQUE

Achequeisawrittenorderbytheaccountholdertohisbanktopayondemandaspecified

amountofmoneytothenamedpersonortothebearer.

Partiestoacheque

a)Drawer

Thisisthepersonwhowritesthecheque.Thedrawermusthaveanaccountholderwiththebank

(drawee)

b)Thepayee

Thisisthepersontobepaid.

c) Thedrawee

Thisisthebankfrom wherepaymentwillbemade.

Typesofcheques

Therearetwotypesofcheques:

a)Opencheque

b)Crossedcheque

a)Opencheque

Thisisachequethatcanbecashedoverthecounteri.e.thepayeecanreceivecashwhen/she

presentsthechequetothedrawee(bank).

b)Acrossedcheque

Thisisachequewhichmustbedepositedinpayee’sbankaccounti.e.whenthepayeetakesthe

chequetothebank,thebankincreasesthemoneyinhis/heraccount.
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Achequeiscrossedbydrawingtwoparallellinesonitsface.

Thecrossingcanbegeneralorspecial.Ageneralcrossingcontainsonlytheparallellines.A

specialcrossingontheotherhandhasadditionalinstructionsincludedinthecrossinge.g.

“accountpayeeonly”or“notnegotiable”whichmeansthatthechequecanonlybedepositedinthe

payee’saccountandnobodyelse.

Dishonouredcheque

Achequeisdishonouredwhenthebankrefusestopay.Itisalsoknownasabouncedcheque.

Reasonsfordishonouringacheque

a)Whenthefundsinthedrawer’saccountareinsufficient

b)Whenthesignatureoftheaccountholderisdifferentfrom thespecimensignature

providedtothebankwhentheaccountwasopened

c) Whenthechequeispost-datedi.e.presentedforpaymentearlierthanthedateindicatedon

itsface

d)Whenthechequeisstalei.e.presentedsixmonthsfrom thedateofissue

e) Ifthedrawerhasclosedhis/heraccountwiththebank

f) Ifthebanklearnaboutdeath,insanityorbankruptcyofthedrawer

g)Whenthechequehasbeenalteredandthedrawerhasnotsignedagainstthealterations

h)Ifthechequeisdefacedi.e.torn,ordirty

i) Whentheamountinwordsdiffersfrom theamountinfigures

j) Whenthedrawerinstructsthebanknottopayaparticularcheque

Advantagesofusingachequeasameansofpayment

a)Theyaremoresecurethancashbecausetheycanbetracedtothepersonwhocashed

them incaseitislostorstolen.

b)Itislighthenceconvenienttocarry

c) Paymentcanbemadewithouttheneedtotravel

d)Itprovidesevidencethatpaymenthasbeenmadehenceactingasarecordforfuture

reference

e) Theycanbeusedtopayathirdparty(someoneotherthanthenamedpayee)

f) Itfacilitatespaymentoflargesumsofmoney

Disadvantagesofusingachequetomakepayment
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a)Itmaybedishonoured

b)Itrequiresthepayeetogotothebank

c) Thedrawerpayssomebankcharges

d)Itcanonlybeissuedbyanaccountholder

e) Chequesarenotreadilyavailablebyeveryoneduetofearofbeingdishonoured

f) Paymentbyachequedependsontheavailabilityoffundsinthedrawer’saccount

Circumstancesunderwhichthechequemaybepreferredasameansofpayment

a)Whentheamountofmoneyinvolvedislarge

b)Whenthepolicyofthebusinessdemandsthatpaymentsbemadebycheques

c) Whenthechequeistheonlymeansofpaymentavailable

d)Wherethereisneedtoavoidexpensesassociatedwithothermeansofpayment

c) BILLOFEXCHANGE

Thisisanunconditionalorder,madeinwriting,addressedbyonepersontoanother,requiringthe

persontowhom itisaddressedtopayondemand,oratastatedfuturedate,thesum ofmoney

indicatedonthebilltoanamedpersonortothebearer.

Partiestoabillofexchange

a)Thedrawer:thisisthepersonwhowritesthebillofexchange

b)Thedrawee:thepersontowhom thebillisaddressed

c) Thepayee:thepersontobepaidtheamountofmoneystated

Essentialsofavalidbillofexchange

a)Itshouldbeissuedunconditionallyi.e.itisissuedwithoutconditions

b)Itmustbeinwriting

c) Theamountofmoneytobepaidmustbeclearlystated

d)Thepayeemustbenamedi.e.hecanbethedrawerhimself,someoneelseorthebearer.

e) Dateofpaymentmustbestatedorcanbedetermined

f) Itmustbearthesignatureofthedrawer(thepersonwhowritesthebill)

g)Itmustbeacceptedbythedrawee

h)Itmustbeartheappropriaterevenuestamp
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i) Itmustbeacceptedunconditionally

Procedureofpreparingabill

Theprocedureofpreparingabillofexchangeinvolvesthreekeystages

a)Thecreditor(drawer)preparesthedraftandsendsittothedebtor(drawee)

b)Thedebtoruponreceivingthedraftandacceptingtheconditionslaidtherein,signsonit

andwritestheword“accepted”.Thesignaturemakesthedraftabillofexchange.He/she

thensendsitbacktothecreditor.

c) Uponreceivingthebill,thecreditormay:

 Keepituntilmaturityafterwhichhe/shewillpresentittothedebtorforpayment

 Discountitwiththebanki.e.presentittothebankforpaymentbeforematurityupon

paymentofadiscountingfee.

 Negotiateiti.e.useittopaysomeoneelse.

Featuresofabillofexchange

a)abillofexchangeisnegotiable

b)itisdrawnbyacreditorandsenttoadebtor

c) abillofexchangecanbediscountedbeforematurity

d)thespanofabillofexchangeis90days

e) abillofexchangemustbeacceptedbythedebtortobevalid

Circumstancesunderwhichabillofexchangeisappropriate

a)Wherethecreditorwantstobeassuredthatpaymentwillbemade

b)Wherethecreditorwantsmoneywhilethedebtorisnotabletoraiseitbeforetheendof

thecreditperiod

c) Wherethecreditorwantstousethedebttoclearanotherdebt

Advantagesofabillofexchange

a)Theholdermaypasstherightsofthebilltoanotherperson

b)Paymentdateisdeterminedinadvance

c) Acceptanceofthebillmakesitlegallybinding

d)Thepayeemayreceivemoneybeforematuritybydiscountingthebill

Disadvantagesofthebillofexchange
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a)Itmaybedishonouredonmaturity

b)Sometimesbanksmaybereluctanttocashbillsofexchangefrom debtorsofdoubtful

financialbackgrounds

c) Itmaybeanexpensivemeansofpaymentespeciallywhendiscountchargesarepaid

d)PROMISSORYNOTE

Thisisadocumentwherebyonepersonpromisestopayanotherpersonaspecifiedsum of

moneyatacertainstateddate.

Itresemblesabillofexchangeinthefollowingways:

a)Bothactasevidenceoftheacknowledgeofadebt

b)Bothmaybediscountedbeforematurity

c) Botharelegallybinding

Unlikeabillofexchange,thepromissorynoteisdrawnandsignedbythedebtor.

d)MONEYORDER

Thisisadocumentwhichissoldbythepostofficeforthepurposeofremittingmoney.Tousethis

service,acustomerfillsamoneyorderrequisitionform stating:

 Thenameandaddressofthepayee

 Thepostofficewheremoneywillbepaid

 Theamountofmoneytoberemitted

 Whetherthemoneywillbepaidthroughthebankorincash

 Nameandaddressofthesender

 Whetherthemoneyorderisordinaryortelegraphic

 Whetherthesenderwishestobeinformedifthemoneyhasbeenpaid

Acommissionischargedbythepostofficeforusingthisservice.

Fortelegraphicmoneyorder,thepostofficesendsatelegram tothepayeeinvitinghim/hertogo

tothepostofficesoastoclaim themoney.

Inordertobepaid,thepayeehasto:

 Identifyhim/herselfe.g.byproducinghis/heridentificationdocuments

 Identifythepersonwhosentthemoney
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Thesenderisleftwithacounterfoilwhichmaybeusedasevidencethatmoneywassent.The

counterfoilcanalsobeusedtoreclaim themoneyifitdoesnotreachtheintendedpayee.

Thereisalimitonthemaximum amountofmoneythatcanbesentinonemoneyorder.

Moneyorderscanbecrossedoropen.Crossedmoneyordersarepaidthroughabankaccount

whereasopenmoneyordersarepaidthroughatpostoffice

Circumstancesunderwhichmoneyordersarepreferable

a)Whenitistheonlymeansofpaymentavailable

b)Whenothermeansofpaymentarenotaccepted

c) Whenthereisneedtoavoidinconveniencesandrisksassociatedwithusingothermeans

ofpayment

Advantagesofmoneyorders

a)Theyguaranteepaymenthencetheyarereadilyacceptedinpaymentforgoodsand

services

b)Theycanbecrossedtomakethem moresafer

c) Theyarecheaper

d)Thesendercanclaim themoneysentincaseitislostbeforereachingthepayee

Disadvantagesofmoneyorders

a)Thereisalimitonthemaximum amountofmoneythatcanbesentinasinglemoneyorder

b)Theyarenotnegotiablei.e.theycannotbetransferredtosomebodyelse

c) A crossedmoneyordermustbepaidthroughabankaccounthenceinconveniencingthe

payeewhodoesn’thaveabankaccount

d)Openmoneyordersareunsafe

e)POSTALORDER

PostalordersaredocumentswhicharesoldbythepostofficeinfixeddenominationssuchasKsh

50,Ksh100andKsh500andareusedtoremitormakepaymentsforsmallamounts.Thesender

buyspostalorderswhosevalueisequaltotheamountofmoneytobesent.

Acommissionischargedbythepostofficeforusingthisservice.

Thesenderremainswithacounterfoilwhichactsasevidenceoftheremittanceandcanbeused

toclaim themoneyincaseitisdoesnotreachthepayee.

Thesenderwritesthenameofthepayeeonthepostalorderasasafetymeasureotherwise

paymentwillbemadetothebearer.Thepayeecanbepaidatanypostofficewithpostalorder

services
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Circumstancesunderwhichpostalordersareappropriate

a)Wheretheamounttobesentissmall

b)Whereitistheonlymeansofpaymentavailable

c) Wherethereisneedtoavoidinconveniencesandrisksassociatedwithothermeansof

payment

Differencesbetweenpostalordersandmoneyorders

Postalorders Moneyorders

Theycanbecashedatanypostoffice Theyarecashedataspecificpostoffice

Theyareinfixeddenominations Denominationsvarydependingontheneedsof

theremitter

Doesnotrequireanyapplicationform when

makingremittances

Requiresthefillingofanapplicationform

whenmakingremittances

Theycanbecashedbythebearer Theyareonlycashedbythepayee

f) POSTAGESTAMPS

Thisismeansofpaymentthatisusedtomakepaymentsforsmallamountsofmoney.Theperson

towhom stampsaresentcanusethem tosendmailorpaysomebodyelse.

g)PREMIUMSBONDS

Thisisameansofpaymentwhichisofferedbythepostoffice.Theyareissuedindenominations

ofKsh10andKsh20.

Oncesomeonebuyspremium bonds,he/shehastowaitforagivenperiodoftimeforthem to

matureafterwhichhe/shecancashthem orusethem topaydebts.Premium bondscanalsobe

enteredinadrawtowinmoney.

NOTE:postagestampsandpremium bondsaresuitableformakingpaymentsinvolvingsmall

amountsofmoney.

h)BANKER’SCHEQUE(bankdraft)

Thisachequewhichisdrawnbythebankonitself.Tousethismeansofpayment:

 Onehastofillanapplicationobtainedfrom thebank

 Thefilledapplicationform togetherwiththemoneytobetransferredishandedovertothe

bank
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 Onreceivingthefilledapplicationform andthemoney,thebankpreparesabanker’s

chequeandgivesittotheapplicant

 Theapplicantcanthensentthebanker’schequetothepayeeasameansofpayment

Acommissionisnormallychargedbythebankforusingthisservice.

Banker’schequesarereadilyacceptableasameansofpaymentsincetheyguaranteepayment.

Theyaremostlyusedtopayschoolfees.

Circumstanceswhenbanker’schequesareappropriate

a)Wheretheamountinvolvedislarge

b)Wherethepayeewantstobeguaranteedpayment

i) CREDITCARDS

Thesearecardswhichareissuedbysomemajorbanksandothercreditcardcompaniestoenable

theholderofthecardtobuygoodsorservicesfrom businessorganisationswhichacceptthe

cardswithoutpayingforthem onthespot.Thevalueofthegoodsandservicesboughtis

deducteddirectlyfrom theholder’sbankaccount.

TERMSOFPAYMENT

Thesearetermsusedbythesellertoindicatehowpaymentistobemade,whenitistobemade

andwhatthequotedpricecontains.

Typesoftermsofpayment

Termsofpaymentcanbecategorisedintotwo:

a)Cash

b)Deferredpayment

1)CASH

Referstowherepaymentismadeimmediatelyonorbeforedelivery.Itisalsoreferredtoasspot

cashoracashtransaction.

Termsusedundercashtransaction

a)Cashondelivery(COD)

Thisiswherepaymentismadewhengoodsorservicesaredeliveredandreceived

b)Cashwithorder(CWO)

Thisiswherepaymentismadeatthetimeofmakingtheorder.
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Advantagesofcashtransactions(COD&CWO)

a)Itreducestheriskofbaddebts

b)Ensuresthecontinuedavailabilityofworkingcapital

c) Reducesthenumberofrecordstobekeptbythebusinesshenceresultinginfewer

employees

d)Notimeiswastedtofollowcustomerstopay

Circumstancesunderwhichcashtransactions(COD&CWO)areappropriate

a)Whenthebuyerisnewtotheseller

b)Wherethebuyer’screditworthinessisindoubt

c) Wherethesellerisoperatingabusinessthatdoesnotallowcredite.g.asupermarketanda

mailordershop.

d)Wherethepolicyofthebusinessrequiresalltransactionstobeincash

2)DEFERREDPAYMENTS

Thisiswherepaymentforthegoodsismadeatafuturedateeitheroninstalmentsorasa

lumpsum.

Typesofdeferredpayment

Deferredpaymentmaytakethreeforms;

 Opentradecredit(creditpurchase)

 Hirepurchase

 Instalmentbuying

a)Opentradecredit(creditpurchase)

Thisiswherethebuyerpaysforthegoodsdeliveredatafuturedateorwithinagivenperiodof

time.Thebuyermaypayforthegoodsinagreedinstalments.

Underopencredit,ownershipofthegoodspassestothebuyerimmediatelyafterenteringthe

contractwiththeseller.

Nointerestischargedonopentradecredit,thesellermayhoweverallowthebuyeracash

discountinordertoencouragehim/herpayquickly

Factorstoconsiderwhengivingcredit

a)Creditworthinessofthebuyeri.e.abilityandwillingnessofthebuyertopay

b)Therepaymentperiod
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c) Amountofgoodstobesoldoncredit

d)Availabilityoftherequiredgoodsintherightquantities

e) Honestyandreliabilityofthebuyer

f) Thenumberoftimesthebuyerbuysfrom theseller

g)Theobjectivesorintentionsoftheseller

h)Prevailingeconomicconditions

i) Creditperiod

j) Accessibilityofthecustomer

k) Typeofsecurityprovided

Waysofensuringthatthebuyerwillpay

a)Ascertainingthecreditworthinessofthebuyer

b)Askingthebuyertocommithim/herselfinwritinge.g.bysigningabillofexchange

c) Requiringthebuyertohaveaguarantor

d)Requiringthebuyertopledgehis/herpropertyasssecurity

Factorsinfluencingthecreditperiod

a)Therelationshipbetweenthesellerandtheseller

b)Thetypesofgoodssold

c) Thevalueofgoodssold

d)Financialabilityoftheselleri.e.ifthesellerisfinanciallystable,alongerperiodmaybe

allowed

Formsofopentradecredit

a)Simplecredit(promptcash)

Thisiscreditthatisextendedtothebuyerforaveryshorttimei.e.notmorethanaweek.

b)Monthlycredit

Thiscreditthatisextendedtothebuyerforonepaymenti.e.thebuyerpaysforthegoodsafter

onemonth.

Thebuyercanhowevercontinuetotakemoregoodsfrom thesellerinthecourseofthemonth.

Thiscreditisusuallyextendedtosalariedpeople.
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c) Budgetaccounts

Thisisaform ofcreditwhichisusuallyextendedbylargescaleretailerstotheirregularcustomers.

Theretaileropensandkeepsanaccountofhis/herregularcustomersinhis/herbooksofaccount

inwhichalltransactionsbetweenthem arerecorded.

Thecustomerisrequiredtopayadeposittotheretailerfollowedbyregularpaymentsafterwhich

he/shewillbeallowedcredituptoagivenmaximum.

Theretailermayalsoofferaftersaleservicestothecustomeratafee.

d)Tradecredit

Thisatypeofcreditwhichisgivenbyatradertoanothertraderwhobuysgoodsforpurposesof

reselling.

e)Creditcards

Thisisacardwhichenablestheholdertoobtaingoodsandservicesoncreditfrom specificsellers.

Theholdermayalsousethecardtoobtainmoneyfrom specifiedbanksandotherfinancial

institutions.

Afterbuyingthegoods,theholderofthecardfillsaspecifiedform whichisprovidedbytheseller.

Thesellerwillusethedullyfilledform toclaim paymentfrom theholder’sbank.

Advantagesofcreditcards

a)Theyaresmallerhenceconvenienttocarryaround

b)Enablestheholdergetthegoodshe/sherequiresimmediatelywithoutpayingforthem

c) Enablestheholdertoobtainmoneyfrom specificbanks

d)Theyincreasethecreditratingoftheholders

e) Itissafetocarrycomparedtocarryingcash

f) Somecreditcardsmaybeacceptedinternationally

Disadvantagesofcreditcards

a)Itisnoteasytoacquirethecardsincetheholderisrequiredtohaveagoodcreditrecord

b)Thecardholderischargedinterestbythecardcompany

c) Itispronetoabusethroughfraud

d)Interestischargedtothecardholderincasethereisdelayinpayment

e) Thecardisissuedonlytopeoplewhoareabove18years

f) Themayencourageimpulsebuying
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g)Theyaremostlyusedinurbanareasonly

h)Theyareacceptedbyveryfewbusinesses

i) Longproceduresareinvolvedwhengettingthecard

j) Theyareonlyaffordedbyhighincomeearners

Characteristicsofopencredit(creditpurchase)

a)Ownershipofthegoodspassestothesellerimmediatelythecontractisenteredintoto

b)Thebuyertakespossessionofthegoodsimmediately

c) Paymentforthegoodsisnotmadeimmediately

d)Thebuyerhastherighttotransferownershipofthegoodstoanotherorresellthem before

paymentismade

Advantagesofopencredittothebuyer

a)Thebuyerisabletoobtainthegoodsorservicesbeforemakingpayment

b)Thecreditperiodallowedgivesthebuyertimetoraisetherequiredmoney

c) Thebuyercanresellthegoodsduringthecreditperiodtoraisetherequiredmoney

d)Thegoodscannotberepossessedbythesellerincasethebuyerfailstopayforthem

Disadvantagesofopencredittothebuyer

a)Itmayencourageimpulsebuying

b)Thebuyermaybesuedbythesellerincasehe/shefailstopayforthegoods

Advantagesofopencredittotheseller

a)Itleadstoincreasedsales

b)Perishablegoodscanbesoldfaster

c) Thesellercanattractandretainmorecustomers

d)Goodssoldoncreditareusuallysoldathigherpricesthanthecashpricehencegenerating

moreprofits

Disadvantagesofopencredittotheseller

a)Thegoodscannotberepossessedincasethebuyerfailstomakepayment

b)Suingthebuyertorecoverthedebtmaybeanadditionalexpensetotheseller

c) Thereisariskofbaddebts
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d)Thesellerneedsahighamountofworkingcapitaltoabletoselloncredit

e) Thesellermustkeepbuyers’recordswhichistimeconsumingandcostly

b)Hirepurchase

Tohiremeanstousesomeoneelse’spropertyforapayment.Hirepurchasethereforeisamethod

ofhiringpropertywithanoptiontobuy.

Underhirepurchase,thebuyerpaysadepositandtakespossessionoftheproperty.The

remainingbalanceispaidinequalmonthlyinstalments.Ownershippassestothebuyerafterthe

lastinstalmenthasbeenpaid.

Thebuyercannottransferorresellthepropertybeforepayingalltheinstalments

Onpaymentofthelastpremium,thesellerissuesacertificateofcompletiontothebuyertoas

proofoftransferofownership.

Ifthebuyerfailstocompletepaymentofallinstalments,thesellercanrepossessestheproperty.

Goodssoldonhirepurchasearemostlydurableandexpensivegoodslikeradios,televisionsets,

vehicles,refrigeratorsetc.

Hirepurchasepriceisusuallyhigherthanthecashprice.

Thelawrequiresthatbothcashandhirepurchasepricesaretobedisplayedongoodstoenable

thecustomermakeaninformeddecisionontheappropriatemethodtouse.

Advantagesofhirepurchasetothebuyer

a)Thebuyerpossessesthegoodsimmediatelyhe/shepaysthedeposit

b)Theamountofmoneytobepaidineachinstalmentiscalculatedanddeterminedin

advancehencethebuyerisabletobudget

c) Enablesthebuyertobuyexpensivegoods

Disadvantagesofhirepurchasetothebuyer

a)Thesellerretainsownershipuntilalltheinstalmentshavebeencleared

b)Itmayneedtoimpulseandunplannedbuying

c) Thebuyerpaysmoreunderhirepurchasecomparedtocash

d)Limitedvarietyofgoodscanbeboughtunderhirepurchase

Advantagesofhirepurchasetotheseller

a)Itincreasesthevolumeofsales

b)Hirepurchasepriceishigherthancashpricehenceitearnsmoreprofit
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c) Goodsbelongtotheselleruntilthebuyerclearsalltheinstalments

d)Itattractsanretainscustomers

e) Thesellercanrepossessthegoodsandresellthem incasethebuyerfailstoclearallthe

instalments

Disadvantagesofhirepurchasetotheseller

a)Hirepurchaserequireshighamountofworkingcapitaltobeoperatedefficiently

b)Goodsrepossessedbythesellerfrom thebuyercanonlybesoldatalowerpriceas

secondhand

c) Theriskoflossishighe.g.baddebts

d)Expensesincurredwhenoperatinghirepurchasebusinessarenormallyhighe.g.for

repairingdamagedgoods

Characteristicsofhirepurchase

a)Goodsbelongtotheselleruntilthelastinstalmentispaid

b)Thebuyercannotresellthegoodsortransferthem toanotherpersonbeforepayingallthe

instalments

c) Hirepurchasepriceisusuallyhigherthancashorcreditprice

d)Thesellercanrepossessthegoodsifthebuyerdefaultsinpayingtheinstalmentsas

agreed

Differencesbetweenhirepurchaseandopentradecredit

Hirepurchase Opentradecredit(creditpurchase)

Ownershipisretainedbytheselleruntilthe

lastinstalmentispaid

Ownershippassestothebuyerimmediately

he/sheentersintocontractwiththeseller

Thebuyercannotresellortransferthegoods

beforeclearingalltheinstalments

Thebuyercanresellortransferownershipof

thegoodstoanotherperson

Hirepurchasepriceisusuallyhigherthan

creditprice

Creditpriceisusuallylowerthanhirepurchase

price

Thesellercanrepossessthegoodsincasethe

buyerdefaultsinpayingtheinstalments

Thesellercannotrepossessthegoodsifthe

buyerdefaultsinpaymentbuthe/shecansue

thebuyer

c) Instalmentbuying
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Instalmentbuyingissimilartohirepurchaseexceptthatpossessionandownershipofthe

commoditypassestothebuyerimmediatelythedepositispaid.

Thesellercannotrepossessthecommodityincasethebuyerdefaultsinmakingpayment.The

sellercanhowevertakelegalactionagainstthebuyertoreclaim theamountduefrom thebuyer.

Instalmentbuyingunlikehirepurchasecanbeusedfornon-durablegoods.

Circumstancesunderwhichdeferredpaymentsmaybeappropriate

a)Whenthecreditworthinessofthebuyerisunquestionable

b)Whenthesellerwantstoattractandretaincustomers

c) Whenthesellerwantstoincreasehis/hersales

d)Whenmarketcompetitionishighandthebuyerwantstousedeferredpaymentasatoolto

countermarketcompetition

e) Whenthesellerwantstoexposeoffslowmovingstock

DISCOUNTS

Adiscountisanallowancebythesellertothebuyerwhichenablesthebuyertopaylessthanthe

markedprice.

Therearethreetypesofdiscounts:

a)Quantitydiscount

b)Tradediscount

c) Cashdiscount

a)Quantitydiscount

Thisisadiscountwhichisallowedtothebuyertoencouragehim/herbuymoregoods.The

amountofdiscountincreaseswiththequantityofgoodsbought

b)Tradediscount

Thisisadiscountwhichisallowedbyatradertoanothertraderwhoisbuyinggoodsforresell

c) Cashdiscount

Thisisadiscountwhichisallowedtocustomerswhobuyoncredittoencouragethem topaytheir

debtspromptly.

Itisusuallycalculatedasapercentageofthemarkedpriceaftertradediscounthasbeendeducted.

(Illustrate)

MONEYREMITTANCESERVICES
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Thesearemethodsusedtosendmoneyfrom onepersontoanotherthroughthebank

Theyinclude:

a)Telegraphictransfer

b)Standingorder(bankorder)

a)Telegraphictransfer

Thisisamethodofremittingmoneywhichisprovidedbythebank.Thepersonwishingtosend

themoneywillfillanapplicationform andprovidethefollowinginformation:

 Thesender’sname

 Thepayee’sname

 Theamountofmoneytobesent

 Thebankwheremoneywillbepaid

Thepayeeidentifieshim/herselfbeforepaymentismade.

Thesenderpaysacommissiontothebankforusingthisservice.

b)Standingorder

Astandingorderisaninstructiontothebankbytheaccountholdertopaythepersonnameda

specifiedamountofmoneyaccordingtotheorder.

Astandingordermayremaininforceforagivenperiodoftimee.g.ayear.Afeeischargedbythe

bankforusingthisservice.
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