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BUSINESSSTUDIES
FORMONENOTES

(isabokemicah@gmail.com)

INTRODUCTIONTOBUSINESSSTUDIES
Objectives:Bytheendofthetopic,thelearnershouldbeableto:

ExplainthemeaningofBusinessstudies
ExplaintheimportanceofBusinessstudiesinsociety.
Business:Anyactivitythatiscarriedoutbyanindividualoran
organizationconcerningprovisionofgoodsandserviceswithaview
tomakingprofit.
Businessstudies:Isthestudy/examinationofthebusinessactivities
insociety.Theseactivitiesarerelatedtotheproductionofgoods
andprovisionofservices.

-Itcanalsobedefinedasthestudyofactivitiesthatarecarried
outinandaroundproduction,distributionandconsumptionof
goodsandservices.

iii)Goods:Theseareitemsthataretangible.i.e.theycanbetouched
andfelt.
Activity1:Thestudentstolistitemsintheclassroom thatcanbetouched
andfelt
-Furniture,buildings,books,vehiclese.t.c

iv)Services:Theseareeffortsoracts/actionsoractivitiesthatmay
besoldandareintangible(cannotbetouchednorfelt).
Activity2:Thestudentstolistitemsthatmoneyispaidtogetbutthey
cannottouch.

v)Production:Referstothecreationofgoodsandservicesor
increasingtheirusefulnessthroughactivitiessuchastransportingthem
towheretheyarerequired.Peoplewhoareinvolvedinproductionof
goodsandservicesarereferredtoasproducers.
Activity3:Usingthelistsofgoodsandservicesabove,thestudentsto
namethoseinvolvedintheirproduction.
vi)Distribution:Referstothemovementofgoodsandservicesfrom

producerstotheusers.Someactivitiesthattakeplaceasgoodsand
servicesallmovedincludetransportation,storage,insurance,
communication,advertising.e.t.c
vii)Consumption:Referstotheactofusingthegoodsorservices
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producedconsumptionistheultimategoalofproduction.Thepersons
whousesagoodoraserviceisreferredtoasaconsumer.
Activity4:Thestudentstolisttheconsumersofthegoodsandservices
listedinactivity(1)and(2)above.
Businessstudiesasasubjectiscomposedoftopicsdrawnfrom various
disciplinessuchas:

Commerce
Accounting
Economics
Officepractice
Entrepreneurship

Commerce
Thisisthestudyoftradeandaidstotrade.Tradereferstotheexchange
ofgoodsandservicesforothergoodsandservicesormoney.
Aidstotradearehumanactivities(services)thatassisttradetotake
place.
Economics
Thisisthestudyofhowhumanbeingsstrivetosatisfytheirendless
wantsusingtheavailablescarceresources.
Accounting
Thisreferstoasystematicwayofrecordingbusinessactivitieswhichall
usedfordecisionmaking.
Officepractice
Thisreferstoallactivitiesthatarecarriedoutinanofficee.g.
communication,filling,clericalwork,reproductionofdocumentse.t.c
Entrepreneurship
Thisisthestudyofactivitiesinvolvedintheprocessofidentifyinga
businessopportunityandacquiringthenecessaryresourcestostartand
runabusiness.Thepersonwhocarriesouttheseactivitiesisreferedto
asanentrepreneur.
ImportanceofBusinessstudiesinsociety
Businessstudiesismeanttopreparelearnerstofunctionasinformed
consumers,producersandworkersinthesociety.
Someofthebenefitsoflearningbusinessstudiesinclude:

Assiststhelearners/membersofthesocietytoacquireknowledge
andawarenessofbusinessterminologieswhicharenecessarywhen
discussingbusinessissuessuchasprofitandloss.
Assiststheindividualsinappreciatingtheroleofbusinessin
society/inprovisionofgoodsandservices.
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Itenablesthelearnerstoacquirebasicknowledge,skillsand
attitudesnecessaryforthedevelopmentofselfandthenationby
startingandoperatingbusiness.
Equipsthemembersofsocietywithknowledgeandskillsnecessary
tostartandrunabusinesscomfortably.
Makesthemembersofsocietytoappreciatetheneedforgood
businessmanagementpractices
Assistsindividualtoacquireself-disciplineandpositiveattitude
towardswork
Equipsindividualwithabilitiestopromoteco-operationinsociety
throughtrade
Enablestheindividualtounderstandtheroleofgovernmentin
businessactivities
Equipsindividualswithabilitiestounderstandtheroleof
communicationandinformationtechnologyinmodernbusiness
management
Helpstheindividualstodeveloppositiveattitudestowardsthe
environment
Equipstheindividualwithknowledgeandskillsrequiredtoevaluate
businessperformance
Ithelpsindividualtodevelopvariousintellectualabilitiessuchas
inquiry,criticalthinking,analysis,interpretation,rationaljudgement,
innovationandcreativity.
Itenableslearnerstoacquireskillsforwisebuyingandselling.
Itcreatesafirm foundationforfurthereducationandtrainingin
businessandotherrelatedfields.
Itenablesonetounderstandandappreciatethebasiceconomic
issuesthataffectthesocietysuchasincreaseinpricesofgoods
andservices.

BUSINESSANDITSENVIRONMENT
Bytheendofthetopic,thelearnershouldbeableto:

Explainthemeaningandpurposeofabusiness
Identifyvariousbusinessactivities
Identifyvarioustypesofbusinessenvironments
Explainhowthevariousbusinessenvironmentsinfluenceabusiness.

Meaningofabusiness
Thisreferstoanyactivitycarriedoutbyanindividualorbyan
organizationwiththeaim ofmakingaprofit.
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Profitiswhatthebusinessearnsabovewhatitspendsinprovidinggoods
andservicestothepeoplewhoneedthem.
Theterm businessalsoreferstofirmsororganizationsthatprovide
goodsandservicestomakeaprofit.
Purposeofbusiness(Reasonsfortheexistenceofbusinesses)
Businessisimportantinanysocietybecauseitisnotpossibleforpeople
toprovidethemselveswithallwhattheyneedwithoutdirectorindirect
aidfrom others.Someofthemainreasonswhybusinessesexistare:

Toprovidegoodsandservices-Businessesexisttosatisfytheneeds
andwantsofbuyersbyprovidingthem withgoodsandservices.
Buyersincludeindividualconsumers,otherbusinessesandthe
government.
Tocreateemployment-Businessesprovidejobopportunitiesthrough
whichmembersofsocietycanearnmoney,whichcanbeusedto
buygoodsandservicesforthesatisfactionoftheirneeds.
Toearnprofit-Profitistheprimarygoalofcarryingoutbusiness
operations.Itisearnedbythepeoplewhoputtheirresourcesand
effortinbusiness
Asanoutletofnewinnovation-Somebusinessesprovideunique
goodsandserviceswhichmaynotbeexistinginsocietye.g.plastic
fencingpolesthatarenowreplacingwoodenpoles.
Tobeasownboss-Somepeoplerunbusinessessoastobeinfull
controloftheoperationsandmakeallthedecisionsregardingthe
businesswithoutneedofreferencetopeople.
Toutilizeextraresources-Somepeoplegointobusinesstomake
useofmoneyorpropertywhichisnotbeingputtoprofitablyuseat
agiventime.
Toofferspecialservices-Somebusinessesprovideservicesthat
raisethelivingstandardofpeoplee.g.governmententerprisesthat
providepublicutilitiessuchashealthcareandwater.
Toutilizesparetime-Somepeoplerunbusinessesinordertomake
useofextratimeattheirdisposalandintheprocessmakesome
extramoney.Alargenumberofformallyemployedpeoplehave
smallbusinesswhichtheyrunduringtheirfreetimeinordertoearn
moremoney.

NB:Whateverpurposeabusinessfulfills,ithastoearnareasonable
returnontheinvestedmoneytosurvive.

TYPESOFBUSINESSACTIVITIES
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Peoplecarryoutdifferentbusinessactivitiesinordertoearnincome.
Businessactivitiesareactivitieswhichinvolvetheprovisionofgoods
orserviceswithanaim ofearningaprofit.
Activitiesdonewithouttheintentionofmakingprofitarereferredtoas
non-businessactivities.Businessactivitiesmaybegroupedintothe
followingsevencategories:

Extraction
Thisinvolvesobtaininggoodsfrom theirnaturalsettinge.g.mining,
farming,lumbering,fishing,quarryinge.t.c

Processing-Thisinvolvestheconversionofrawmaterialsintomore
usefulproductswithoutcombiningitwithothergoods.Examples
hereincludemilling/grindingflour,refiningoil,tanningofskinsand
hides,conversionofironintosteele.t.c
Manufacturing-Thisinvolvescombiningdifferentrawmaterialsto
comeupwithonefinalproduct.Suchactivitiesincludebreadbaking,
makingatablee.t.c
Construction-Thisinvolvesbuildingofstructuressuchas
bridges,ships,aeroplanes,houses,roads,railwayse.t.c
Distributionofgoods-Thisreferstotheactivitiesinvolvedinmoving
goodsfrom wheretheyareproducedtowheretheyareneeded.
Peoplewhocarryoutdistributionarecalleddistributors.Examples
ofdistributorsarewholesalersandretailers.
Trade-Activitiesinthiscategoryinvolvethebuyingandsellingof
goodswithaviewofmakingaprofit.Peopleinvolvedintradeare
calledtraders.
Provisionsofservices-Activitiesinthiscategoryinvolvehumanacts
whichcouldbementalorphysical.Theseincludeactivitiessuchas
hair-cutting,hairstyling,car-washing,nursing,teaching,driving,and
entertaininge.t.c.

NOTE:Studentstogiveexamplesofactivitiestheypaymoneyfor
whicharenotgoods.

BUSINESSENVIRONMENTSANDTHEIREFFECTSONTHEBUSINESS
Businessenvironmentreferstoconditionsorfactorswhichsurroundand
affectbusinessoperations.Thesefactorscouldbewithinthebusiness
(internalenvironment)orfrom outsidethebusiness(external
environment).
Thesefactorsaffectthedecisions,strategies,processesandoverall
performanceofthebusiness.
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Activity:Discusssomefactorsthathaveastronginfluenceon
businesseswithintheimmediateenvironment.
InternalBusinessEnvironment
Thiscomprisesfactorsthatarewithinthebusinessunititself.These
factorscanbecontrolledfullybythebusiness.Internalenvironmental
conditionscouldbeeitherstrengthorweaknesses.Thestrengthstendto
improvetheperformanceofthefirm whileweaknessestendtoaffectthe
operationsofthebusinessnegatively.
Internalenvironmentisalsoreferredtoas:micro-environment.Micro
environmentalfactorsinclude:

Objectivesofthebusiness
Theseatetargetsorgoalsthataresetbytheownersormanagersofa
businesstobeachieved.Theobjectiveswillinfluencethefollowing;

Thestrategiesofabusiness-Thisisaplanofactionwhicha
businessintendstofollowsoastoachieveitsgoals.
Theresourcesrequired-Bystudyingtheobjectivesset;abusiness
candeterminetheresourcesrequiredforitseffectiveoperation.
Theseresourcesmaybephysical,financial,humane.t.c
Managementpoliciesandstyle

Themanagementreferstothepeoplewhoareresponsiblefor
directingtheday-to-dayoperationsofabusiness.Itisthemanagement
thatsetstheobjectivesandpoliciesofanorganization.
Apolicyisacourseofactionofactionforachievingsetobjectives,
whichisadoptedbyabusiness.(itistheestablishedwayofdoing
thingsinabusiness.

Thepoliciesofabusiness-Thepoliciesadoptedbyabusinessmay
boostorhinderitsgrowthandsurvivale.g.themanagementmay
decidethatworkerswillnotbeallowedtojointradeunions.This
maymaketheworkersfeellockedoutofthedecision-making
process,resultingintension.Thistensionmayinterferewiththe
performanceoftheemployeesandresultininefficiency.
Theactivitiesofabusiness-Managementpolicieswilldetermine
theactivitiesofabusinessi.e.thegoodsandservicesprovided,
locationofbusinesse.t.c.
Managementstyle-Thisreferstohowmanagersconductthedaily
operationsofthebusiness.Thiswilldeterminehowworkersrelate
withtheirmanagers.Thestyleadoptedbythemanagementwill
influencetheworkersperformancepositivelyornegativelythus
affectingtheoverallperformanceofthebusiness.
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Businessstructure
Thisistheformalarrangementofactivitiesthatarecarriedoutatvarious
levelsoftheorganizationsothatobjectivesofthebusinesscanbe
achieved.
Dutiesandresponsibilitiesofalltheworkersaredefinedinthebusiness
structure.Theirinterrelationshipsarealsodefined.
Awelllaidoutbusinessstructureislikelytoleadtosuccessofthe
businesssince:

Eachoftheemployeesknowwhatisexpectedfrom them
Therewillbenoconflictsorconfusionamongtheworkers
Team workisenhanced
Ensurespropercontrolwhichisturnpromotesefficiency.

Apoorbusinessstructureleadstobusinessfailure.
BusinessResources

Aresourcereferstoanythingthatcanbeusedtoachieveanobjective.
Theseresourcesinclude;

Humanresource-Humanresource(personnel)referstothe
employeesworkinginanorganization.Employeeswillonlybeuseful
iftheyhavethenecessaryknowledgeandskillstosuccessfullycarry
outtheassignedtasks.Itisthereforenecessaryforthe
managementtomatchthecorrectpeoplewiththecorrectjob
activities;thiswillensuresuccessforthebusiness.
Financialresource-Moneyisrequiredinordertostartandoperatea
business.Abusinesswithadequatefinancesthatareproperty
allocatedtovariousactivitiesandalsomonitoredislikelytodo
betterthantheonelackingsuchaspects.
Physicalresources-Theseincludetangiblefacilitieswhichbelongto
thebusinesssuchasbuildings,machinery,furnitureandstock.
Availabilityofsuchfacilitiesenablesthebusinesstooperate.
Technology-Thisreferstoskillsandmethodsusedinproduction.
Useofmoderntechnologyenhancesproductionofgoodsand
services.

5.) Researchanddevelopment
Researchanddevelopmentisanimportantfactorforthesuccessofa
business.Researchgeneratesnewideas,skillsandbettermethodsof
doingthings.
Abusinesshastodomarketandconsumerresearchregularlytofind
outhowtheconsumersperceiveitsgoodsandservices,andhowthey
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canimproveinordertooutdotheircompetitors.
Researchalsoassistsinthedevelopmentofnewanduniquegoods
andservicesthatmayattractnewconsumersormaintaintheloyaltyof
theexistingones.
6.)Businessculture
Thisisacombinationofemployeesexpectations,beliefsandvalues
withinthebusiness.Itisnormallypassedonfrom onegenerationof
employeestothenext.Employeesacquirenormsandcodeofconduct
thatisacceptabletoallfrom thegeneralmanagerdowntothe
sweeper.Abusinessthathasacultureofinvolvingemployeesin
decision-makingmayperform betterthanonethatdoesnotinvolveits
employees.
7.Owners
Theownersofthebusinessprovidefinances/resourcestostartand
runthebusiness.Theyalsomakedecisionsconcerningoperationsof
thebusiness.
Appropriatedecisionsarelikelytoleadtowellbeingofthebusiness
whilepoordecisionsmayadverselyaffectthebusiness.

ExternalBusinessEnvironment
Thisenvironmentconsistsofallthefactorswhichaffecttheoperations
ofthebusinessfrom theoutside.Someofthesefactorsofferbusiness
opportunitieswhileothersmaycreateproblems(threats).
Businesshavelimitedornocontroloverexternalenvironmentalfactors
andshouldthereforetrytodoadjustinordertocopewiththem.
Externalenvironmentalfactorsarealsoreferredtoasmacro-environment
i.e.environmentthatisinlargescale.
Externalbusinessenvironmentcanfurtherbesub-dividedintooperating
environmentandremoteenvironment,dependingonwhetherthefactors
canbeinfluencedtosomeextentornot.Thoseenvironmentsthatcanbe
influencedarereferredtoasoperatingenvironmentwhilethosethat
cannotbeinfluencedareknownasremoteenvironment.

ENTREPRENEURSHIP
Bytheendofthetopic,thelearnershouldbeableto:

Explainthemeaningofentrepreneurship
Discusstheimportanceofentrepreneurshiptoaneconomy
Describecharacteristicsofanentrepreneur
Generatebusinessideas
Identifyabusinessopportunity
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Evaluateabusinessopportunity
Explaintheneedforabusinessplan
DiscussfactorsthatinfluenceentrepreneurshippracticesinKenya
Discussthecausesofbusinesssuccess
Recognizetheneedforethicalpracticesinbusiness

Meaningofentrepreneurship
Thisistheprocessofidentifyingbusinessopportunitiesandgathering
thenecessaryresourcestostartandrunabusiness.
Anentrepreneurwhoidentifiesbusinessopportunitiesandgetsthe
necessaryresourcesinordertostartandrunabusiness.The
entrepreneurthereforecreatesnewbusinessesortransform theexisting
onesinthefaceofrisksanduncertaintiesinordertomakeprofits.
Anentrepreneuristhereforeabusinessowner;hestartsandorganizes
thebusiness(thefactorsofproductioninappropriatecombination)
Importanceofentrepreneurshiptoaneconomy

Creationofemployment-Throughentrepreneurship,jobsarecreated
whichhelpinabsorbingpeoplewhowouldotherwisehavebeen
joblesse.g.peopleemployedinthejuakalisector.
Formationofcapital-Profitearnedbyentrepreneursmaybeusedto
expandthebusinessoreventostartotherbusinesses.Wagesand
salariespaidtotheemployeesisasourceofcapitaltothem.
Raisingstandardsofliving-Entrepreneurspaywagesandsalariesto
theiremployeeswhichenablethem toacquiregoodsandservices
theyneedtolivecomfortablelives.Entrepreneursalsoprovidea
widevarietyofgoodsandservicestoconsumershenceleadingto
improvedlivingstandards.
Encouragestheuseoflocalresources-Entrepreneurshipmakesit
possibletouse/exploitlocalresources.Idleresourcessuchasscrap
metalmaybeusedtomakejikos.
Improvinginfrastructure-Theexistenceofbusinessesinthe
economymakesthegovernmentestablishorimproveinfrastructure
suchasroads,communicationfacilitiesandwater.Atothertimes,
entrepreneursmaycombineforcestoimproveinfrastructureintheir
areaofoperation.
Savingsonimports-Localentrepreneursareabletoproducegoods
andservicesthatareasubstitutetoimports.Thishelpsthecountry
toreducetheamountofmoneyrequiredtopayforsuchimports.
Reducingforeigndominanceoftheeconomy-Participationoflocal
entrepreneursinvariousbusinessactivitieshelpsinreducing
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investmentsbyforeignersintheparticulararea.
Promotionoftechnology/promotionofinnovation,researchand
development-Entrepreneursarecreativeandtheycomeupwithnew
andbetterwaysofaccomplishingtasks.Mostoftheinventionsand
innovationsinoursocietyhavebeendevelopedbyentrepreneurs.
Promotionofentrepreneurialculture/helpsinthecreationofrole
models-Successfulentrepreneurs/entrepreneurialventures
encourageothermembersofsocietytoinitiatetheirownbusinesses
andhenceactasrolemodelsinthebusinessworld.
Itcontributestogovernmentrevenue-Taxesandfeespaidby
entrepreneurialventuresconstitutepartofgovernmentrevenue/
incomethathelpsittofacilitateitsoperations.
Itpromoteseconomicgrowth-Entrepreneursproducegoodsand
services.Thisincreasesthevolumeofgoodsandservicesinthe
economyleadingtoexpansionoftheeconomy.
Itmaypromoteself-actualizationandesteem-Byinitiatingbusine-
ssesinwhichtheyaretheirownbosses,entrepreneursprideis
boostedandthismaypromotetheoverallproductivityofthe
economy.

Characteristicsofanentrepreneur
Agoodentrepreneurshouldhavethefollowingcharacteristics:
Desiretoachieve-Anentrepreneurisapersonwhowishestoexceland
hasthedrivetosucceedwhilecompetingwithothers.He/shealways
triestoaccomplishsomethingnew.
Abilitytosolveproblems-Anentrepreneurisexpectedtostrugglewith

determinationtogetsolutionsevenunderdifficultsituationsothatthe
businesscansucceed.
Risktaker-Entrepreneurstakeviablebusinessventuresevenwhenthey
arenotsureofthereturns.Theyassesssituationsandtakecalculated
risks.

Initiative–Anentrepreneurshouldbeaggressiveinimplementingideas
wellaheadofotherbusinessessothathe/shecanbeaheadofthem.

Timeconsciousness-Anentrepreneurshouldbeabletousetimewisely
andavoidwastingit.Awiseandquicklyimplementeddecisionmay
meansuccessinbusinesswhereastimelostmaymeanfailure.

Creativityandinnovation-Anentrepreneurshouldbeabletogenerate
newideasaswellasthinkofthebestwaysofputtingthem into
practice.

Independenceandselfconfidence-Entrepreneursaretheirownbosses
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andshouldbelieveintheirabilitytodothingsandsucceed.
Persistenceandpatience-Anentrepreneurshouldnotgiveupwhen

challengesarise.Sometimes,he/shetakestimeandmakearepeated
actionoradoptsadifferentcourseofactioninordertoovercome
suchchallengessoastoreachthetarget

Decisive-Entrepreneurshavestrongproblem,solvinganddecision
makingskills.Thebusinessenvironmentissuchthatdecisionhasto
bemadequicklytorespondtoanysituationthatmayarise.

Persuasive-Convincingpeopletobelieveintheirideasandbuytheir
productskeepsentrepreneursinbusiness

Goal-oriented-Entrepreneursareachieverswhoworktowardssetgoals.
Theycontinuallymonitorprogresstodeterminewhethertheyare
achievingthegoalstheyhavesetandwhereimprovementsneedtobe
made.

Seekinformation-Entrepreneursusevariousmethodstogettherelevant
informationthatisnecessaryforthesuccessofthebusiness.
Concernforhighqualityproducts-Anentrepreneurshouldstriveto
copeorbeattheexistingstandardsofquality.Thiswillenable
him/hersucceedinacompetitivemarket.
Commitmenttowork-Anentrepreneurplacespriorityongettingtasks
accomplished.Toachievethishe/shemaymakeextraordinary
personalsacrificee.g.workinguntilverylate.
Concernforcustomersatisfaction-Anentrepreneurshouldensure
thatcustomersaresatisfiedsoastocontinuebeing/remainloyalto
thebusiness.
Desiretofeedback-Anentrepreneurshouldbeinterestedinknowing
howthebusinessisperforming.

GeneratingBusinessIdeas
Foranentrepreneur,thefirststepinstartingabusinessbeginswithan
idea(businessidea).
Businessideasareallaboutthoughtsonpossiblebusinessesan
entrepreneurcanstartorimprove.Itindicatesamongotherthings;

Theproductstoproduce/sell
Whothebusinesswillsellto(market)
Wherethebusinesswillbelocated
Howthewillberun(management)
Whythebusinessisneeded(objectives)
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SourcesofBusinessIdeas
Newspapers-LocalnewspapersliketheDailyNation,EastAfricane.t.c
especiallyinthebusinessandadvertisingsectionshavealotof
informationaboutcommercialopportunitiesaswellaspersonal
services.

Showsandexhibition-Visitingshowsandexhibitionsorganizedby
manufacturesanddistributorsandaskingquestionsfrom thesales
persons.Entrepreneurscanalsogetbusinessideasfrom products
displayedinsuchshows.

iii.Magazinesandjournals-Readingmagazinesandjournalswith
businessinformationmayequipanentrepreneurwithnewbusinessideas.
iv.Hobbies–Theseareactivitiespursuedforpleasurebuttheycanalso
serveasasourceofbusinessidease.g.photography.
v.Vocationaltrainingandexperience-Abusinessideamaybedeveloped
from one’sownareaoftrainingorexperiencee.g.ateachermayuse
ideasfrom his/hertrainingtostartaprivateschool.
vi.Surveysandmarketresearch-Thisinvolvesconductinganinvestigation
togatherinformationfrom consumersonwhatproductstheyrequire.
vii.Recycling/usingwasteproducts-Somewasteproductscouldbe
convertedintousefulproductse.g.scrapmetalformakingjikos,oldtyres
formakingsandalse.t.c
viii.Listeningtowhatpeoplesay-Bylisteningkeenlytowhatpeoplesay,
onecanidentifyunsatisfiedneedse.g.complaintsaboutgoodsand
servicesinthemarket.Thesecomplaintsmayform abasisofabusiness
ideaforanentrepreneur.
ix.Identifyingamarketgap(niche)-Anentrepreneurmaytryto
identify/spottheneedsofconsumerswhicharenotbeingmetbythe
existinggoodsandservices.
x.Brainstorming-Anentrepreneurcanengageotherpeopleina
discussiononhowbesttodevelopbusinesses.
xi.Listingattributesofaproduct-Bylistingtheattributesofaproductthat
isalreadyexistinginthemarket,onecanfindnewusefortheproduct.
xii.Copying/improvinganexistingbusiness-Thisinvolvesidentifyingthe
weaknessesofabusinessandtryingtocomeupwithsolutions.
BusinessOpportunity
Agoodbusinessplanisnotnecessarilyabusinessopportunity.A
businessideabecomesabusinessopportunityifitisviablei.e.itcanbe
developedintoasuccessful/profitablebusinessenterprise
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Abusinessopportunityisafavourablechancethatanentrepreneur
acceptsforinvestment.Itexistswherethereisagaptobefilledinthe
needsofthemarket.Examplesofsuchgapsinclude:
Inavailabilityofproducts-Thisiswheregoodsandservicesneededbythe

consumersarenotavailableatallinthemarket.
Poorqualityproducts-Abusinessopportunityexistsifoneoffersbetter

qualitygoodsandservicesthanthoseoftheexistingbusinesses.
Insufficientquantities-Thisiswherethegoodssuppliedarenotenoughto

meetthedemand/needoftheconsumers.
Unaffordableprices-Abusinessopportunityexistswhereonewould

chargeaffordableprices.
Poorservices-Abusinessopportunityexistswherecustomersarenot

servedwell.
Evaluatingabusinessopportunity
Thismeansassessingwhethertheidentifiedopportunityisviableornot.
Thishelpsinarrivingatthebestdecisionconcerningthebusinessideato
implement
Evaluationshouldbedonecarefully,systematicallyandwithoutemotions.
Evaluationisnecessaryevenwherethereisonlyonebusinessidea.This
willhelpinavoidingstartingabusinessthatcannotsucceed.
Factorstoconsiderwhenevaluatingabusinessopportunity
Thefollowingarethefactorstoconsiderwhenevaluatingabusiness
opportunity.

Personalconsideration-Thesearetheabilitiesandexpectationsof
anentrepreneur.Theyincludethefollowing;
Objectives-Theentrepreneurshouldevaluatethebusinessideato
findoutwhetheritisinlinewithhis/herobjectives.
Skills-Whereabusinessrequirescertainspecializedskillsandthose
skillsarelackingtheideamaybedropped.
Commitments-Wherethebusinessislikelytointerferewiththe
entrepreneursothercommitmentsitmayfail.
Interest-Itisnecessarytocheckwhethertheintendedbusinesswill
interesttheentrepreneurornot.Iftheentrepreneurwillnotenjoy
runningthebusiness,theideashouldbedropped.
Businessconsideration-Theseareexternalfactorsthatarelikelyto
affecttheoperationsofthebusinessandtheyinclude;
Availabilityofmarketfortheproduct-Anentrepreneurshouldassess
theavailabilityofcustomersbeforestartingabusiness.Customers
existwherethereisagap/nichinthemarket.
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Technology-Thebusinessshouldbeevaluatedintermsofwhether
thereisanappropriatetechnologythatcanbeusedinproduction.
Factorstobelookedintoinclude;

-Appropriatenessofthetechnology
-Thecostofthetechnology
-Thepossibilityofthebusinesssufferingincasethetechnology
becomesoutdated/obsolete.

Availabilityofrawmaterialsandotherresources-Therawmaterialsand
resourcesrequiredshouldbewithinthereachandaffordabletothe
entrepreneur.

Governmentpolicy-Anentrepreneurshouldconsidertherequirementsof
thegovernmentbeforestartingabusinesse.g.thegovernmentmay
requirecertainbusinessestobelocatedincertainareasonly.

Amountofcapitalrequired-Thecapitalrequiredtorunandmaintainthe
businessshouldbeconsideredi.ethesourceofcapital.

Profitabilityofthebusiness-Withinacertaindurationoftime.
Thebreak-evenperiod-Howlongthebusinesscantaketosupportitself.
Possibilityofexpansioni.e.thepotentialforgrowthofthebusiness.
Impactofthebusinessoperationsontheenvironments;some

businessesleadtoenvironmentaldegradationandshouldbe
locatedinappropriateplaces/effectoncommunityand
environmentalhealth.

Security-Availabilityofsecurityshouldbeconsidered.
Levelofcompetition-Thiswillhelpdeterminewhetherthebusinesswill

surviveornot.
Therisksthatthebusinesswillface.

BUSINESSPLAN
Thisisawrittendocumentthathighlightstheobjectivesofthebusiness
andstepstobefollowedinordertoachievetheseobjectives.Itindicates
wherethebusinessis,whereitwantstomoveto,howandwhen.
Contentsofagoodbusinessplan

Nameofthebusiness
Theproducttobesoldorproduced
Personneltomanagethebusiness
Amountoffinanceandotherresourcesrequired
Themarkettobeserved(customers)
Typesofemployeesrequired
Projection(levelofachievementinfutureintermsofprofit)
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Summaryoftheplan.
Needforthebusinessplan

Abusinessplanisnecessarytoanentrepreneurforthefollowing
reasons:
Avoidingmistakes-intheprocessofdrawingaplan;mistakesthat
wouldtakeplaceinthebusinessareidentifiedandcorrectedinthe
plan.Thishelpsinavoidingtheoccurrenceofsuchmistakesinthe
business.
Identifyingstrengthandweaknesses-Abusinessplanhelpsin
identifyingstrengthsorweaknessesandwhereweaknessesare
detected,remedialactionsmaybetakenearlyenough.
Requirementbyfinanciers-Financialinstitutionssuchasbanksmay
requireabusinessplanbeforetheycanaccepttofinancethe
activitiesofthebusiness.
Allocationofresources-Ithelpstodeterminetheresourcesrequired
andplanonhowandwheretousethem.Thisensuresthat
resourcesareneitherunderutilizednorusedforthewrongpurpose.
Facilitatesbusinessevaluation-Abusinessplanhelpsan
entrepreneurtoassesstheprogressofthebusinessandany
deviation(difference)from theintendedplancanbecorrectedin
goodtime.
Ithelpsanentrepreneuroutlinecompetition-Ithelpsthe
entrepreneurtobefullyawareofthemarketsheorheplansto
operatein,understandimportanttrendsandknowwhoher/his
competitorsareandtheirstrengthsandweaknesses.This
informationaidstheentrepreneurtodevelopproductsthatare
betterthanthoseofthecompetitors.
Amotivatingfactor-Abusinessplaniscommunicatedtoall
employeesinthebusiness.Thismakesthem awareofthedirection
tobetakenbythebusiness.Thismotivatesthem toworktowards
thatdirection.
Adaptability-Normally,notalleventsoccuraspredictedinthe
businessplan.However,awelldrawnbusinessplanshouldgive
room toaccommodateanychangesthatmightoccurinthefuture.
Toolforcontrol-Planninginvolvessettingofstandardsagainst
whichperformancescanbeassessed.Incaseofdeviation
correctivemeasurescanbetaken.

Factorsthatinfluenceentrepreneurshippractices
Therearemanyconditionsorfactorswhichmayencourageordiscourage
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entrepreneurship.Someofthesefactorsare:
Governmentpolicy-Somegovernmentpoliciesarefavourabletothe
operationsofthebusinessandthusencouragepeopletogointo
businesswhileotherpoliciesmaybeunfavourableandwill
discouragepeoplefrom goingintobusiness.E.g.highertaxesare
unfavourablehencediscouraging.
Infrastructure-infrastructureincludestransportandcommunication
networks,water,securitye.t.c.Availabilityofgoodinfrastructurein
anareatendstoencouragepeopletosetupbusinesseswhilepoor
infrastructuretendstodiscouragethem
Levelsofeducationandskills-Relevantandappropriateknowledge
andskillsarenecessaryifthebusinesshastosucceed.Theseare
acquiredthrougheducation,trainingorexperience.
Availabilityofmarkets-Adequatemarketsencouragesexisting
entrepreneurstocontinueproducingandalsoencourage/attract
newonestoventureintobusiness.
Availabilityofresources-Appropriateresourcesarenecessaryfor
startingandsmoothrunningofabusiness.Theseresourcesinclude
physical,human,capitalandtechnology.
Culturalandsocialbeliefsandattitudes-Thesearenorms,values
andbeliefsofagivencommunity.Culturehelpsdeterminethekind
ofgoodsandservicesthatpeopleconsume.thisinturn,dictatesthe
typeofbusinessestobeestablishedinsuchcommunities.e.g
Muslimsdonottakeporkthereforebusinessessellingporkwillnot
dowellinsuchcommunities.
Competition-Businesseswilldowelliftheyareabletocomplete
favourably.Otherswillavoidcompetitionbyestablishingbusinesses
wherethereisnocompetition.
Politicalstability-politicalstabilitygivesconduciveatmospherefor
businessestostartandthriveontheotherhands,wherethereisno
politicalinstability,businessesmaynotdowellandentrepreneurs
mayclosedownbusinessesornewonesmaynotcomeup.
Naturalfactors-naturalfactorssuchasrainfall,temperatures,
earthquakes,pests,droughte.t.c.mayinfluencethetypeof
businessesthatarecarriedoutinanarea,especiallyagricultural
businesses.
Presenceofrolemodelsinthesociety-Thepresenceofsuccessful
entrepreneursactsasanencouragementtoaspiringentrepreneurs.

CausesofBusinesssuccess
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Abusinessisconsideredasbeingsuccessfulifitmakesconsistentprofit
andexperiencesprogressivegrowthinthescaleofitsoperations.
Someofthefactorsthatleadtothesuccessofbusinessmayinclude:
Rightchoiceofbusiness-Agoodbusinessopportunityneedstobe

evaluatedonthebasisofabilitytocapturemanycustomers,make
reasonableprofitfortheowner(s)andprovideanopportunityfor
growth.Makingtherightchoiceofabusinessorproductultimately
contributestothesuccessofabusiness.

Propermanagerialskills-Anentrepreneurshouldbeabletocarryout
managementroleseffectively.Agoodmanagerwillcarryoutroles
suchas;
Hiringstaff-Theprocessofacquiringnewemployeestotakeup
newpositionsortoreplaceemployeeswhohaveleftthebusiness.

Assigningduties-Allocatingemployeesdutiesaccordingtotheir
qualifications.

Supervising-Ensuringthatemployeescarryouttasksthatare
assignedtothem

Training-Enablingemployeestoacquireknowledgeandskills
necessarytoperform dutiesassignedtothem.

Motivating-givingemployeesinducementtoperform theirduties.
Properlocation/availabilityofcustomers-Thebusinessshouldbe

situatedinaplaceconvenientforitsoperationse.g.where
customersareeasilyavailable.

Adequatefinance/capital-Moneyisneededtoacquireotherresources
thatarerequiredbythebusiness.Abusinessthathasadequate
capitalislikelytodowellasitisabletofinanceallitsoperations.

Lackofcompetition-Mostbusinessesareputoutofoperationbystiff
competition.Therefore,abusinessoperatinginanareawherethere
islittleornocompetitionislikelytosucceed.

Commitmenttobusiness
Properfinancialmanagement-Propermanagementoffinancesis

necessaryforthesuccessofthebusiness.Itensuresthatmoneyis
availableandisusedfortheintendedpurpose.

Managementoffinancesincludes:
Acquisitionoffinances-Thisinvolvesraisingoftherequiredamountsof

money.Thiscanbedonethroughavarietyofwayssuchasloans
from financialinstitutionsandowner’scontributions.

Managingcash-Thisensuresthattheavailablemoneyisonlyusedfor
theactivitiesthatarebeneficialtothewellbeingofthebusiness.



0714497530

Novels,UpdatedKASNEB,ICT,IT,College,HighSchoolNotes&RevisionKits (isabokemicah@gmail.com)

Properrecordkeeping-Thisinvolveshavingarecordoffinancesraised
andhowtheyareused.
Properdebtmanagement-Careshouldbetakentoensurethat
creditisonlyextendedtocreditworthycustomers(creditworthy
customersarethosewhosechancesofpayingarehigh).Debt
collectionshouldalsobecarefullyplannedtoensurethattheyare
collectedwhendue.

Goodpublicrelations-Thisinvolvescreatingandimprovingagood
relationshipbetweenthebusinessandotherpeople.Goodrelations
arenecessaryforattractingandretentionofcustomers.

Beingcreativeandinnovative-Thisinvolvesfindingnewusesofaproduct,
newchannelsofcommunicationandnewwaysofdoingthings.This
enablestheentrepreneurtobeaheadofothers.

Propermarketresearch-Thebusinessenvironmentusuallychangesata
highrate.Thismakesitnecessaryforanentrepreneurtostudy
his/hercustomer’spreferences,tastes,spendingpatterns,income
levels,competitions,andbehaviorandsubstituteproducts.

Good/propertimemanagement-Timemanagementistheabilitytocarry
outplannedactivitieswithintheallocatedperiod.

Properskillsandattitudesofemployees-Employingqualifiedstaff
resultsinworkbeingdoneinaprofessionalmanner.Thisenhances
theperformanceofthebusiness.

Properpricingofgoodsandservices-Pricingshouldbedone
appropriately.Ifthepricesfortheproductsaretoohigh,the
businesswilllosecustomers.Verylowpricesmayattract
customersbutkillthebusiness.Itisthereforeimportanttocreatea
balancebetweenpricetochargeandtheprofitmargintorealize.

ETHICALISSUESINBUSINESS
Ethics-referstoasetofvalues,principlesandrulesofacceptable
behaviorwhichinfluencehowindividuals,groupsofpeopleandthe
societyingeneralbehave.
Businessethics-referstoacceptablebehaviorthatshouldbedisplayedby
businesspeople.Businessethicshelpsbusinessesindecidingwhat
actionsarerightorwrongdependingoncircumstances.
Ethicalissues-arethemoralconcernsthatariseinthecourseofcarrying
outbusiness.
NeedforEthicalissuesinBusiness
Theneedforethicalissuesinbusinessincludesthefollowing;
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Ensuresnodiscriminationinbusiness-Businessethicsensuresthereis
nodiscriminationinareassuchasrecruitment(hiring),promotion,
training,remunerationandassignmentofduties.Theseprocesses
shouldbeobjectiveandbasedonmerit,qualification,experienceand
ability.

-Itensuresthateverybodyisgivenanequalopportunity(hasequal
chance)andisnotdiscriminatedagainstbecauseoftheirsex,religion,
ethnicity,socialbackgrounde.t.c.
Ensuresprotectionoftheenvironment/Helpsinavoidingenvironmental

pollution-Businessethicsprohibitsbusinessunitsfrom carryingout
activitiesthatmaycausepollutionanddegradationoftheenvironment.
Environmentaldegradationmaybecausedbyhumanactivitiessuchas
loggingandunplannedcultivation.Pollutionmaybecausedby
activitiessuchas:
Dampingeffluentsfrom productionunitsintowatermassesthereby
causingwaterpollution.Waterpollutionisdisastroustohumanhealth
andalsotoaquaticanimals.
Emittingcarbondioxideandothergasesintotheatmospherecausing
airpollution
Dampingofwastematerialonthelandsurfacecausingsolidwaste
pollutionThiscreatesterriblesitestowatchandalsobreedingplaces
fordangerousinsectssuchasflies.

Ensuresfairplayincompetition-Ethicsensuresthatbusinessesdonot
engageinunfairpracticeswhilecompetingwithothers.These
practicesmayinclude:
Destroyingacompetitor’sproductorpromotionaltoolssuchas

billboards
Buyinganddestroyingcompetitor’sproductsbeforetheyreachthe
market
Givingfalseinformationaboutacompetitor’sproduct
Helpsinavoidingenvironmentaldegradation-Ethicsensuresthatthe
physicalenvironmentisnotdegradedthroughbusinessactivities.
Suchactivitiesmayinclude:
Deforestationthroughlogging
Unplannedcultivation
Helpsinavoidingenvironmentalpollution-Environmentalpollution
maybecausedbyactivitiessuchas:

Releasingcarbondioxideandothergasesintotheatmospherethereby
causingairpollution
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Channelingeffluentsfrom factoriestowatermassestherebycausing
waterpollution.Suchpollutioncanbeharmfultohumanhealthand
aquaticanimals.

Disposingofwastematerialsuchaspaperandscrapmetalontheland
surfacetherebycausingsolidwastepollution.

Producingtooloudnoisewhichmightbeharmfultohumanbeings
hearings

Emittingtoostronglightthatmaybeharmfultooureyesight
Ensuresrightsofemployeesareupheld-Ethicsensuresthattheemployer

doesnotviolatetherightsofemployeesespeciallyaslaidoutintheir
termsandconditionsofemployment.Suchrightsincludepaymentof
duesintime.

Eliminatesuseofunfairmeansofachievingbusinessobjectives-Ethics
ensuresthatthebusinessoperationsarecarriedoutinaprofessional
waye.g.itisunethicaltogiveorreceiveabribeinordertowina
businesscontract.Similarly,itisnotethicaltohoardgoodsawaiting
theirpricestogoup.

Avoidsconsumerexploitation-Ethicsensuresthatconsumersarenot
exploitedbythebusiness.Consumersmaybeexploitedthrough
practicessuchas:
Overchargingthem
Falseadvertisement
Sellingpoorqualitygoodsandservices
Sellingwrongquantities
Sellingharmfulcommodities

THEOFFICE
Definetheterm anoffice
Anofficeisabuilding,room oraplacesetasideforadministrative,
communicationorclericalworkofanorganization.
Outlinethefunctionsofanoffice
Receivingofinformationinvariousformssuchascalls,personalvisitsor

documentssuchasletters
Recordingandsortingofinformationreceived.
Storingofinformationforfuturereference
Distributionofinformationwithinandoutsidetheorganizationtothe

varioussections,departmentsorpersonnelfornecessaryaction
Reproductionormakingofcopiesofdocumentbyuseofvarious

methods,suchasphotocopying,duplicatingandcarboncopying
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Protectingorsafeguardingtheorganization’sproperty
Statethevariousreprographictechniquesthatcanbecarriedoutinan

office
Carboncopying
Stencilduplication
Photocopying
Spiritduplicating
Inkduplicating
Yourschoolwouldwishtousephotocopyingasamethodofmaking

copiesofexams.Statetheadvantagesanddisadvantagesofusing
thismethod

Advantagesofphotocopying
Itisafastmethodofreprography
Itisasimplemethodandrequirelittletrainingoftheusers
Onewillobtaintheexactcopiesoftheoriginaldocument

Themethodisnotexpensiveifthecopiestobemadearefew
Itisenvironmentalfriendly

Disadvantagesofphotocopying
Thecopiesthataremadefadeinthecauseoftime
Photocopyingcanbecostlyifthecopiesbeingmadearemany
Theemployeesmaymisusethemethodduetoitsconvenience
Photocopyingmachinerequireselectricitywhichmaybeexpensive
Fewcoloursinadocumentmaybeobtainedbyuseofthismethod
Statethetypesofofficelayout
Enclosedofficelayout
Openofficelayout
Landscapeofficelayout
Suggestreasonswhyanorganizationshoulduselandscapeoffice
layout

Itcreatesarelaxedatmospherefortheworkers
Itismoreattractiveandbeautiful
Theimageoftheorganization/firm isenhanced
Itpromotesgoodworkingrelationsandco-operationamongthe
workers
Equipmentandofficefacilitiesmaybesharedamongtheemployees
Theflowersorplantsusedbreakthemonotonyofopenspaces

Statewaysinwhichlandscapeofficelayoutcanbecreated
Byplacingplants/flowersinanoffice
Byhavingpaintingsofanimalsorplantsonthewall
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Byplacingfishaquariumsinanoffice
Throughshapingofofficefurnitureinform ofanimals,birdsand
concreteshapes
Creatingminiaturephysicalfeaturessuchaswaterfallsand
mountainsintheoffice

Statewhyyouwilladviceanofficemanagertouseanopenoffice
layoutinsteadofanenclosedofficelayout

Inanopenofficelayoutitiseasiertosuperviseworkersthaninan
enclosedoffice
Anopenofficediscouragesabsenteeism whichmaybecommonin
anenclosedoffice
Itischeapertomaintainanopenofficethananenclosedoffice
Equipment,facilitiesandmachinescanbesharedinanopenoffice
whichmaynotbepossibleinanenclosedoffice
Floorspaceissavedinanopenofficethaninanenclosedoffice
Thereisenhancedattractionandframeworkinopenoffice
Itischeapertolightanopenofficethananenclosedoffice
Itiseasytolocateemployeesinanopenoffice

Statetheadvantagesofenclosedofficelayout
Itisidealforworkthatisconfidentialinnature
Itismoresecurethananopenofficelayout
Theofficeisidealwherehighlevelofconcentrationisrequired
Itisprestigiousfortheoccupantofsuchanofficeastheyare
recognized
Theworkerisnotdisruptedbynoiseormovementofother
employees

Highlightthedisadvantagesofanopenofficelayout
Thereisalotofnoiseanddisruptionfrom otheremployees
Contagiousdiseasesmayspreadeasilyamongtheemployees
Thetoprankedworkersmayfeelbelittledbeingplacedamongother
workers
Itisnotveryconduciveforworkthatisconfidentialorsecretivein
nature
Propertywithintheofficeisnotverysafe
Duetousebymanypeopletheofficemaynotbeverytidy

Outlinethefactorsthathavetobetakenintoconsiderationwhen
decidingonatypeofofficelayouttouse

Thecostofconstructionandmaintenance
Thenumberofstafftobeaccommodatedintheoffice



0714497530

Novels,UpdatedKASNEB,ICT,IT,College,HighSchoolNotes&RevisionKits (isabokemicah@gmail.com)

Theclimaticconditionofthearea
Governmentdirectiveifany
Thenatureofworktobecarriedoutinthatparticularoffice
Thenatureandrankofstafftobeaccommodatedinthatparticular
office
Thefloorspaceavailablefortheoffice
Theneedtomaintainagoodworkflowamongtheworkers

Statethedisadvantagesofanenclosedofficelayout
Itcanencourageabsenteeism
Itisnoteasytosupervisetheemployees
Itisexpensivetoconstructandmaintain
Facilitiesandofficeequipmentcannotbesharedamongtheworkers
Workerscanmisuseofficeequipmentsuchasthetelephone
Theofficelayouttakesupmorespace
Alotoftimeiswastedwhenmovingfrom oneofficetoanother
Itmaypromoteindividualism assomeemployeesareisolatedfrom
others

EnumeratethefactorsyouwilladviceMr.Mwajumatoconsiderwhen
buyingofficemachinesforhiscompany

Theeffectofthemachineontheworkers
Thecostofthemachineorequipment
Thesuitabilityofthemachineforthetaskthatisintendedfor
Theavailabilityofaftersalesservicesprovidebytheseller
Presenceofofficestaffwiththeskillsrequiredtooperatethe
machine
Onehastoconsiderspaceorroom tokeepthemachineor
equipment
Thelikelihoodofthemachinebeingoutdatedabsoluteoroutofdate
Onehastoconsiderwhetherthatmachinecanadopttofuture
changes

Statethebesttypeofmachineonewouldusetoperform thefollowing
tasks:

Functions Typeofmachine

(a) Tocreatepostage

impressionson

envelopes

Frankingmachine

(b) Tofolddocuments

putthem inenvelope

Compositemachine
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andsealthem

(c) Todestroysensitive

butunwanted

documents

Papershredder

(d) Tostorelarge

volumesofdata

Computer

(e) Torun300copiesof

anexam for

studentsinaschool

Printingmachine

(f) Tomakeexam

copiesofacertain

originaldocument

Photocopier

(g) Totrim papersto

therequiredsizes

Guillotinemachine

Highlightthedisadvantagesofusingofficemachine
Theycanbeverycostly/expensivetobuyandoperate
Theyoccupyspacewhichcanbeusedforothertasks
Machinesmayreplacelabourcausingunemployment
Somemayrequireelectricitywhichmaybeexpensive
Anybreakdownofthemachinemaydelaywork
Themachinemaybecomeobsolete(outofdate)
Theyaresubjecttowearandtear(depreciation)
Somemayrequirespecializedortrainedpersonneltooperate

Statethethreecategoriesofofficestaff
Managerialstaff
Juniorstaff
Subordinatestaff

Outlinetheadvantagesofusingofficemachines
Machinesarelaboursavingandcanbecosteffectiveinthelongrun
Theoutputofmachinesisofgoodquality
Theycanbeusedtominimizefraudortheft
Machinescanbeveryfastsavingontime
Theycanproduceuniform work
Machinescanbeveryaccurateascomparedtohumanlabour
Somemachinescanbeadaptedtomultipletasksuchasacomputer

Highlighttheroleplayedbyagoodfilingsystem inanorganization
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Filingprovidessecurity/safetyofdocuments
Itfacilitateseasyretrievaloraccessofdocuments
Goodfilingenhancesorderlinessandtidinessofanoffice
Itguaranteesconfidentialityofinformationsinceitcannotgettothe
wronghands
Goodfilingpromotesgoodcommunication
Filingguaranteesthatdocumentsareprotectedfrom damage
Goodfilingguaranteesgoodfuturereferenceincasetheinformation
isrequired
Outlinethevariouscategoriesofofficeequipmentgivingexamples
ineachcase

Category Example

(a) Typingofficemachine (i)Typewriter

(ii)Dictatingmachine

(b) Mailingofficemachine (i)Frankingmachine

(ii)Composite

machine

(iii)Foldingmachine

(c) Communicationoffice

machine

(i)Telephone

(ii)Telex

(iii)Cellphone

(d) Duplicating/reprographic

machine

(i)Photocopier

(ii)Duplicator

(iii)Printingmachine

Distinguishbetweencentralizedanddecentralizedfilingsystem
Incentralizedsystem onedepartmentisgiventheresponsibilityof
keepingandmanagingallthefilesinthewholeorganization.This
departmentisreferredtoasaregistry.Decentralisedfiling
Statethecharacteristicsofagoodofficeworkerwithoffice
etiquette
Courtesyi.edealingwithpeoplepolitely
Punctuality-keepingtimeatalltimes
Honesty-tellingthetruth
Co-operationwithotheremployees
Tacticalorbeingdiplomaticwhendealingwithothers
Goodjudgementandcomingupwiththebestdecision
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Neatnessandorderlinessintermsofworkarrangement
Dedicationorloyaltytowardstheorganization
HighlightpersonalattributesthatBakarishouldhaveasanoffice
worker
Heshouldbepresentable
Heshouldmaintainhighstandardofmorality
Heshouldhaveagoodsittingposture
Heshouldmaintainhighstandardsofhygiene
Heshouldbeneatandaccurateintheorganizationofhiswork
Heshouldmaintaingoodhealthandphysicalfitnessthroughhaving
properdietandexercising
Definetherolesplayedbythefollowingofficeworkers
(a)Departmentalmanager
Maintainingthebooksofaccounts
He/shemaypreparethebudgetforhis/herdepartment
Submittingreportstotheseniormanageraboutperformanceofthe
department
Monitoringandsupervisingworkersinthedepartment
Assigningrolesanddutiestoemployeesinthedepartment

(b)Personalsecretary
Receivingandfilinginformation
Bookingappointmentsfortheboss
Takingandwritingminutesduringmeetings
He/shecanmaintainsmallamountofmoneyformakingsmallor
pettypurchasesintheoffice
He/shereceivesandmakescallsforhisseniors
Highlighttrendsinofficemanagement
Useofmoderncomputersenhancesefficiency
Introductionofcustomercaredesksorofficestoaddress
customersconcerns
Movementtowardopenandlandscapeofficeplantoenhancemore
interactionamongtheworkers
Outsourcingforsometaskthatcanbedonebyotherfirmsinstead
ofemployingworkerstodothesamee.g.havingexternalcleaners
orsecurity
Useofthecellphoneforcommunication
E-Commerceisarecenttrendinbusiness.Outlinetheadvantagesof
usingthismethodincarryingoutbusinessactivities.
Advantages
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Onecanhaveawidevarietyofgoodsandservicesfrom alloverthe
world
Itreducesthecostoftravellingtothemarketorinsearchofproduct
Itisfastasdealscanbemadewithinashortperiodoftime
Asellercanadvertisegoodstomanyconsumersoverawidearea
Paperworkandthemanydocumentusedonothertradeare
removedorreducedassellingandbuyingison-line
Alotofinformationaboutthemarketcanbeaccessedonthe
internet

HOMETRADE
TOPICOBJECTIVES:Bytheendofthetopic,thelearnersshouldbeable
to:

Explainthemeaningandimportanceoftrade.
Classifytrade
Explaintheformsofhometrade
Discussthetypesandfunctionsofretailers
Discussthetypesandfunctionsofwholesalers
Describethedocumentsusedinhometradeandthecircumstances
underwhichtheyallused
Explainthemeansofpaymentusedinhometradeandthe
circumstancesunderwhichtheyareused
Explainthetermsofpaymentusedinhometradeand
circumstancesinwhichtheyareused.

MEANINGOFTRADE
Thisisthebuyingandsellingofgoodsandserviceswiththeaim of
makingaprofit.
Importanceoftrade:
Tradeplaysavitalroleinanyeconomy.Thevariousrolesplayedbytrade
intheeconomyinclude:

Helpspeopletoacquirewhattheycannotproduce
Availsavarietyofgoodsandservicestherebyimprovingthepeoples
livingstandards
Createsanoutletforgoodstherebyenablingtheproducersto
disposeoftheirsurplusproduce
Createsemploymentopportunities
Encouragesspecializationanddivisionoflabour
Promotespeace,socialrelationsandunderstandingtheparties
involvedsincetheydependononeanother
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Providesrevenuetothebusinessandthegovernmentinform of
taxesandfeeschargedonthevarioustradingactivities
Ensuressteadysupplyofgoodsandservices
Exploitationoflocalresourcesastraderscreategoodsandservices
usinglocallyavailableresources
Encourageseconomicgrowthanddevelopment

ClassificationofTrade
Onthebasisofgeographicallocationoftheportioninvolved,These
are:
Hometrade-Alsocalledinternal,localordomestictrade.

-Itreferstothebuyingandsellingofgoodsandserviceswithinthe
boundariesofagivencountry.
-Itisfurtherdividedintoretailtradeandwholesaletrade.

Internationaltrade(foreigntrade)
-Thisistradethatiscarriedoutbeyondtheboundariesofacountry
-Thisistradecarriedoutbetweenindividualsorgovernmentofdifferent
countriese.g.tradebetweenacitizenofKenyaandacitizenofTanzania,
ortradebetweenthegovernmentofKenyaandthegovernmentof
SouthernSudan
-Internationaltradecarriedoutbetweentwocountriesisreferredtoas
bilateraltradeandinternationaltradecarriedoutamongmanycountries
(morethantwocountries)isreferredtoasmultilateraltrade.
Internationaltradeisclassifiedintothefollowing;

ExportTrade-Whichisthesaleofgoodsandservicesbyacountryto
anothercountryorindividualsinonecountrytoanothercountryor
individualsinonecountrytoindividualsinanothercountry.
ImportTrade-Whichisthebuyingofgoodsandservicesbyone
countryfrom anothercountryorbyindividualsinonecountryfrom
individualsinanothercountry.

FormsofHomeTrade
RetailTrade

-Retailtradeinvolvesthebuyingofgoodsandsellingthem tothefinal
consumer.Aretaileristhetraderwhobuysgoodswithaviewofselling
them tothefinalconsumer.
ClassificationofRetailTraders
Retailersareclassified/categorizedaccordingtotheamountofcapital
theyneedtostartandoperatetheirbusinessesandtheirsalesvolume.
Thusretailerscanbeclassifiedas;

Smallscaleretailers
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Largescaleretailers
Small-scaleRetailbusinesses/smallscaleRetailers

Theseareretailerswhosecapitalrequirementislowandtheirsales
volumealsolow.Theyform themajorityofretailtradersandallfoundin
allpartsofthecountry.
Smallscalebusinessesareeasytostartandinmostcasestheyare
operatedasone-man’sbusiness.
Asmallscaletraderservestheneedsofpeopleintheimmediate
neighbourhoodanddealmainlyinfastmovinggoodssuchasfoodstuffs,
detergents,kerosenee.t.c
CategoriesandTypesofsmallscale
Thesearetwomaincategoriesofsmall-scaletradersasshownbelow;

SmallscaleTraderswithoutshops
-ItinerantTraders(Hawkersandpeddlers)
-Roadsidesellers
-OpenairmarketTraders

Smallscaleretailerswithshops
-Singleshops -Tiedshops -Kiosks -Mobileshops
-Marketstalls -Canteens -Mailorderstores

SmallscaleRetailerswithoutshops
ItinerantTraders

Theseareretailerswhomovefrom placetoplacesellingtheirgoods
eitheronfoot,bybicyclesormotorcycles
-Theymovefrom towntotown,doortodoorandfrom villagetovillage
sellingtheirgoods.Theirgoodsmayincludeclothes,utensilsand
foodstuffs.Customerscanbuygoodswithouthavingtotraveltolookfor
them
-Examplesofitineranttradersarehawkersandpeddlers(Hawkersmove
aroundonbicycles,handcartsormotorcycleswhilepeddlerswalkaround)
-Theitineranttradersrequirealicencefrom thelocalauthoritiesinorder
toselltheirgoods.
CharacteristicsofitinerantTraders

Arefoundmainlyindenselypopulatedareas
Movefrom placetoplaceinsearchofcustomers
Theyareverypersuasive
Theirpricesarenotcontrolled.

AdvantagesofitinerantTraders
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Theyrequirelittlecapitaltostart
Theyareconvenientbecausetheybringgoodsclosertothepeople
Thebusinessisflexibleinthattheycanmovefrom placetoplace.
Theycanalsochangefrom lineofbusinesstoanother
Fewlegalformalitiesarerequired
Theyusuallydonotsufferbaddebtsbecausetheysellincash.

DisadvantagesofitinerantTraders
Thetradersgettiredbecauseofmovingfrom oneplacetoanother
whilecarryinggoods.
Thebusinessisaffectedbybadweatherconditions
Thetraderssalealimitedrangeofgoods
Itisdifficulttotransportgoodsfrom oneplacetoanother.
Donotofferguarantee,incaseitemsaretobefounddefective
Theyareconstantlyinconflictwiththelocalgovernment.
Roadsidesellers

Thesearetraderswhoselltheirgoodsatplaceswhereotherpeoplepass
byandatbusyplacessuchasalongbusyroads,busstages,road
junctionsandentrancestopublicbuildings.
Theyplacetheirgoodsontrays,cardboards,emptysacksandmails
Theysellitemssuchasfruits,utensils,sweets,clothingandsome
hardware.

Open-airmarketTraders
Openairmarketsareplacessetasidebythegovernmentthroughthe
localauthoritieswherepeoplemeettobuyandsellgoods.Tradersselling
similarcommoditiesareallocatedaspecialarea.Suchmarketsareopen
onparticulardaysoftheweek.
Thevarietyofgoodssoldhereiswideandincludeagriculturalproduce,
clothing,householditems,animals,foodstuffsandevenfurniture.
Thetradersmovefrom onemarkettoanotherdependingonthevarious
marketdays.
Advantagesofsmall-scaleretailerswithoutshops

Theyrequireasmallamountofcapitaltostartandoperatetheir
businesses.
Theyareconvenientsincetheytakegoodstothecustomerswithin
theirreach.
Theyincurlowcostsofdoingbusiness
Mostoftheirgoodsarelow-pricedandhencemoreaffordableto
customers.
Thebusinessisflexible.Itiseasytochangefrom onebusinessto
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another
Theyrequirefewlegalrequirements
Thefinancialrisksinvolvedinthesebusinessesareminimal
Theydonotsufferbaddebtssincetheyselloncashbases
Theyinteractatpersonallevelwiththecustomersandcanconvince
them tobuytheirgoods.

Disadvantagesofsmall-scaleretailerswithoutshops
Itistiringfortraderstomovefrom placetoplaceespeciallyifthe
goodsareheavyandthedistancecoveredarelong
Thetradersfacestiffcompetitionfrom othertraderswithmore
resources
Theyofferalimitedvarietyofgoods
Theyareaffectedbyunfavorableweathercondition
Lackofpermanentoperatingpremisesdeniesthem achanceto
developpermanentcustomers
Theyfacealotofcertainty,especiallyintermsofasteadyflowof
income
Theysometimesselldefectiveorlowqualitygoodsbecause
customersexpecttopaylittlemoneyforthem.

SmallscaleRetailerswithshops
Thesearesmallscaleretailerswithpermanentlocationstooperatefrom.
Theyinclude;

Kiosks
Thesearesmallshopsorstructuresfoundmostlyinresidentialareas,
busystreets,highlypopulatedareasorinsidebuildingwherepeoplepass
byorwork
Theydealinfast-movingitemsandgroceriessuchas;sodas,cakes,
sweets,cigarettes,andnewspaperse.t.c.somekiosksalsosellfood

Marketstalls
Thesearepermanentstandsfoundinmarketplaces,especiallythose
operatedbythevariouslocalauthorities
Theyareofdifferentdesignsdependingonthegoodstheysellor
servicestheyoffer.
Theyarerentedorleasedbyindividualsfrom localauthorities
Theydealinfastmovinghouseholdgoodsthoughsomemayspecialize
inotherproductssuchasclothingandshoes.
ExamplesarestallsatMuthurwamarkets,Kariokor,andmostmunicipal
markets.
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Advantagesofkiosksandmarketstalls
Theyaresmall,henceeasytostartandoperate
Theyareconvenientlylocatedclosetotheircustomers
Theyrequirelittlecapitaltostart
Theytendtohavealoyalgroupofcustomerssincetheyhave
permanentpremises
Theyincurrelativelylowrunningcosts
Theygivepersonalattentiontotheircustomers
Theyareflexiblesincetheownercanchangefrom onebusinessto
anothereasily.

Disadvantagesofkiosksandmarketstalls
Theyprovidealimitedrangeofproducts
Theyusuallydonothaveadequatehighercapitalforexpansion
Theychargerelativelyhigherpricesthantheretailerswithoutshops
Theyfacestiffcompetitionfrom moreestablishedretailbusinesses
Theysometimessufferfrom baddebts
Duetotheirsize,theydonotenjoyeconomiesofscale
Formarketstallsthehoursforoperationarecontrolledbythelocal
authorityconcerned
Singleshops(unitshops)

-Singleshopsaremostlylocatedinthetradingormarketcentresinrural
areasorintheresidentialareasofhightowns
-Theyareoperatedfrom fixedpremises
-Theyareusuallyrunbyonepersonwhomaygetassistancefrom
him/herfamilyoremployattendance
-Somedealinonelineofcommoditysuchashouses,clothing,groceries
orelectronics
Advantagesofsingleshops

Minimalcapitalisrequired
Runningcostsareusuallylowastheownermayusetheservicesof
familymembers
Theymayoffercreditfacilitiestosomecustomers
Theyareeasytostartbecauseonlyalicenceisrequired
Theyusuallyhavealoyalgroupofcustomers
Flexibility.Theownercanchangehisorherlineofbusinessatwill
Theyareeasytostartsincetheownerdoesnothavetomeetany
manufacturesrequirements
Productspricesarefixedbytheshopowners
Theownerhasthefreedom ofcreativityandindependence
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Theyareconvenientsincetheyensuregoodsarewithineasyreach
oftheircustomers.

Disadvantagesofsingleshops
Expansionisdifficultduetolimitedfunds
Theyfacestiffcompetitionfrom largebusinesses
Theabsenceoftheownermayresultinclosureandlossofbusiness
Maysufferbaddebts
Providelimitedvarietyofgoods
Theoperationsofthebusinessareaffectedbytheowner’s
commitment.
Tiedshops

Theseareshopsthatmainlyselltheproductsofoneparticular
manufactureorareownedbyaspecificsupplierofcertaingoods.The
shopsareownedorcontrolledbythemanufacturer,andarethustiedto
themanufacture.
Themanufacture/supplierdesignstheorganizationoftheshopandits
appearancee.g.paintinghencetheylookalike.Thesupplyclosely
supervisestheshops.
Examplesoftideshopsinclude;Batashopswhichsellshoesmadeby
BataCompany,petrolstationlikeNational,Kobil,andtotale.t.c
AdvantagesofTiedshops

Availabilityofgoodsisassuredatalltimes
Thesuppliercarriesoutpromotionforthegoods
Themanufacturer/suppliercaneasilygivecredittotheshops
Customerscanreturnorchangefaultygoodsatanyoftheshops
Theshopsareeasilyidentifiableduetotheirsimilarity
Tradersarefinancedbythemanufacture
Theygetloyalcustomerswhokeepbuyingtheirbrandedproducts
Advertisementexpensesaremetbythemanufacture
Theygettechnicaladvicefrom themanufacture
Someoperatefrom permanentpremisesownedbythemanufacture.

DisadvantagesofTiedshops
Decisionmakingisslowbecausethemanufacturermustbe
consulted
Thevarietyofgoodsislimited
Theshopscannotsellgoodsfrom anyothermanufacturesevenif
customersrequirethem
Pricesarefixedbythemanufactureandsometimesprofitmargins
maybelow
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Theyinhibittheretailerscreativityandinnovations
Thereisalikelihoodofdisagreementsbetweenthemanufacture
andthetiedshopowners.

Differences/Distinctionbetweenatiedshopandsingleshop
Singleshop Tiedshop
-Ownerisfreetostock

whateverhe/shewishes

-Dealershipcanbewithdrawnif

operatorsstockcompeting

products

-Ownedbyindividualoragroup

ofpeople

-Theownerisnormallythe

manufacturer

-Sellsproductsfrom different

manufacturers

-Sellsproductsfrom asingle

manufacturer

-Designofshopaccordingto

ownerswish

-Shopsusuallyhavethesame

design

-Pricesofgoodsdeterminedby

shopownerordifferent

manufactures

-Pricesofgoodssetbythe

manufacturer

-Operatorsnottrainedby

manufacturers

-Operatorsareusuallytrained

bymanufacturer

Canteens:Theseareretailshopsfoundininstitutionssuchas
schools,colleges,hospitalsandarmybarracks.

-Theystockavarietyofconsumablegoodssuchassodas,bread,tea,
groceriesandotherthingsusedbythepeopleinthatinstitution.
-Theyarerunbytheinstitutionsmanagementorbyindividualsonretail
business
-Mostofthem operatewithoutalicenseastheyareconsideredtobepart
oftheinstitution.Theirhoursofoperationaresometimesregulatedby
theinstitution
Advantagesofcanteens
-Somedonotpayanyrent,thustheyincurlowoverheadcosts
-Theyoftenrequirelowcapitaltostart
-Someoffercreditfacilitiestotheircustomers
-Theyaresituatedatideallocationwhichisconvenientfortheir
customers
-Theyareassuredofamarketastheycaterforpeopleinparticular
institution.
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Disadvantagesofcanteens
-Themarketislimitedtopeopleinaparticularinstitution
-Theydonotopenthroughout/theyopenforlimitedhourse.g.after
classesinschools
-Theyclosedownwhenthetargetedcustomersarenotavailablee.g.
duringschoolholidays.
-Theymaysufferfrom baddebts
-Theyaredifficulttoexpandduetoinsufficientfunds

Automaticvendingmachines;Thesearecoinorcardoperated
machinesusedtosellcommoditieslikedrinks,stamps,andsnacks
e.t.c.Examplesarecoffeeshops,ATM’se.t.c

Features
-Theydispensegoodsorservicesonceacoinoracardisinsertedand
instructionskeyedin.
-Theyoperatewithoutanattendant
-Theyareusuallyplacedatstrategicplacessuchasbusystreets,office
buildings,shoppingcentresandhospitals.
Advantagesofvendingmachines

Commoditiescanbeboughtanytimebecausenoattendantis
required
Theysavetheownerthecostofemployingashopattendant
Theycanbeputstrategicallytoboostsalese.gatinstitutions
Theyarefastandaccurate
Theyarenotaffectedbyweatherchanges
Theyprovidegoodsandservicesoncashbasisprotectingtheowner
from theburdenofbaddebts.

Disadvantagesofvendingmachines
Theyprovidealimitedrangeofproducts
Break-downsorstock-outsmaydiscouragecustomers
Maintenancecostsarehighduetoregularservicing,repairsand
sometimesvandalism
Theownermayincurlossesthroughfraudanduseofinappropriate
coinsandcardsbyconsumers.
Customersareforcedtocarrycoinsandcardsinordertoobtain
goodsorservices
Theiruseislimitedtocustomerswhoarefamiliarwithhowthe
machineworks
Theyaremainlyfoundinurbanareas,therebylockingoutthepeople
inruralareas.
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Mobileshops
Mobileshops,likeitineranttradersmovefrom towntotownorvillageto
villagesellingtheirgoods.
-Theyhavevehiclesthattheyhaveconvertedintoashopfrom which
customerscanbuytheirgoods
-Theyvisitdifferenttownsatregularintervals.
AdvantagesofsmallscaleRetailers

Easytoraisecapitaltostart
Retailersareinclosecontactwiththeconsumersandmaygive
credittocreditworthycustomers.
Areabletousefreeorcheaplabourfrom familymembers
Therisksinvolvedintheirbusinessesaresmall
Thebusinessissimpletostartandmanage
Fewlegalformalitiesrequiredtostartandrunthebusiness
Thetradercaneasilychangefrom oneform ofbusinesstoanother
i.e.thebusinessisflexible

Disadvantagesofsmall-scaleretailers
Tradershavelimitedaccesstoloanfacilities
Theymaynotaffordtohirespecialistsortechnicalstaff
Maysufferbaddebtsiftheygivecredittocustomerswithoutproper
assessment
Donotenjoyeconomiesofscale
Havealowturnoverbecauseofthelittlecapitalinvested

LARGESCALERETAILERS
Large-scaleretailershavethefollowingfeatures/characteristics;

Requirelargeamountsofcapitaltostartandmaintain
Theyoperatefrom largerfixedpremises
Theyoperatemainlyinurbanareas
Theyhavealargelabourforce
Buygoodsinlargequantitiesfrom wholesalersordirectlyfrom
producersandarethereforeallowedlargetradeandquantity
discountsandotherfavourablecreditfacilities
Requiretheservicesofspecialistssuchassalespersonsand
accountants
Mayoccupyonelargepremiseorseveralpremisesinthesametown
orindifferenttowns
Theyhavelargestocksandlargesalesvolumes

TYPESOFLARGESCALERETAILERS
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Supermarkets:Asupermarketisalarge-scaleself-selection/self-
servicestorethatdealsmainlywithhouseholdgoodssuchas
utensils,foodstuffsandclothes.Ithasthefollowingfeatures;

Featuresofsupermarkets
Requireslargecapitaltostart
Theystockawidevarietyofgoods
Offersselfservicefacilities
Goodshavepricetagsorbarcodes
Pricesofgoodsarefixed
Nocreditfacilitiesareoffered
Sellatcomparativelylowprices
Goodsaresystematicallyarrangedforeasyselection
Shoppersareprovidedwithbasketsortrolleysforconvenience
Thereisminimalinteractionbetweenbuyerandseller
Thereareemployeeswhopackgoodsforcustomersatthepay
points.

Advantagesofsupermarkets
Pricesmayberelativelylowbecausetheybuytheirgoodsinbulk
andaregivendiscounts
Savestimeascustomersareabletogetmostgoodstheyrequire
underoneroof
Self-servicesavesthecustomerstime
Fewattendantsareemployedtherebyreducingthemonthlywage
bill
Impulsebuyingleadstomoresales,hencehighprofits
Baddebtsareavoidedbecausetherearenocreditsales.
Thepricetagsongoodshelpcustomerstomonitortheirspending.

Disadvantagesofsupermarkets
Donotoffercreditfacilitiestocustomers
Donotdelivergoodstothecustomer’spremises
Arefoundmainlyinurbanareas
Mayincurlossesduetopilferageofgoods
Impulsebuyingmayleadthecustomerstobuyinggoodstheymay
notneed.
Theyareexpensivetostartandoperateduetothelargeamountof
capitalrequired
Pricesarefixedandbargainingisnotaccepted,whichdiscourages
somecustomers
Minimalpersonalinteractionlimitschancesformakingmoresales
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Hypermarkets
Ahypermarketisalargeshoppingcomplex/centrecomprisingavariety
ofbusinessesmanagedbydifferentpeopleallhousedinonebuilding
Examples;villagemarket,saritcentre,Tuskeys-Kisumu,Nakumattmega
city-Kisumue.t.c
Features/CharacteristicsofHypermarkets

Areservedwithgoodaccessroads
Theyhaveampleparkingspace
Manybusinessesinonebuilding
Locatedintheoutskirtsoftown
Offeravarietyofgoodsandservices
Occupyalargespace.

AdvantagesofHypermarkets
Offerampleandsecureparkingspacetocustomers
Customerscandoalltheirshoppinginonebuilding
Theyareusuallyopenforlonghours
Theymayprovidecreditfacilitiesbyacceptingcreditcards
Thereislesstrafficcongestionashypermarketsarelocatedaway
from urbancentres
Provideawidevarietyofgoodsandservicestocustomersunder
oneroof.
Theyhavefairpricesthatarecustomerfriendly.

DisadvantagesofHypermarkets
Areonlyconvenienttocustomerswhohavecarsbecausetheyare
situatedawayfrom citycentres
Theyservelimitednumberofpeopleduetotheirlocation
Theyrequirelargeamountofcapitaltoestablish
Theycaneasilyexploittheircustomerssincetheirpricesarenot
controlled
Requirelargeamountofspacewhicharenotavailableincentral
businessdistrict(CBD)
Theyspendalotofsecuritytosafeguardproperties
Chainstores(Multipleshops);Arelargescalebusinesseswith
separatebrancheswhicharemanagedandorganizedcentrally.The
branchmanagersareaccountabletotheheadoffice.Examples;
AfricanRetailTraders(ART),WhiteRosedrycleaners,Nakumatt,
Tuskys,Uchumie.t.c

Characteristics/featuresofchainstores
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Aremanagedcentrallyfrom aheadoffice
Pricesarestandardforalltheirproductsinalltheirbranches
Allbranchesdealinthesametypeofproducts
Salesaredecentralizedi.e.thevariousshopssituatedindifferent
placesactassellingpointsorbranches
Purchasesofstockarecentralizedi.e.buystockbuystockinbulk
centrallyanddistributedtothedifferentbranches
Goodscanbetransferredfrom oneshoptoanotherwheretheneed
forthem ishigher
Theshopsoperateunderonenameandaresimilarinappearance
andinteriorlayout

Advantagesofchainstores/multipleshops
Theyenjoylargetradediscountssincetheybuytheirgoodsinbulk
centrallyandispassedtoconsumersinform oflowprices
Commoncostssuchasthoseofadvertisingareshared
Goodsthatdonothaveahighdemandinonebranchcanbe
transferredtoanotherwheretheirdemandishigh
Theyareeasilyidentifiedbytheircolouranddesign
Theyhavelowoperationalcostsbecauseofthecentralizedbuying,
storage,advertisingandaccounting
Theyservealargenumberofcustomersbecausetheyarespreadin
manytownsandcities
Thesimilarityoftheshopsinappearanceandservicesservesasan
advertisingtool
Riskssuchaslossesarespreadamongmanyshops
Itispossibletopayforgoodsinonebranchandpickthem upin
another.

Disadvantagesofchainstores/multipleshops
Largeamountofcapitalisrequiredtostartandmaintainthe
business
Theycatermainlyfortheurbanareasastheyaresituatedinthose
places
Organizationalproblemsmayoccurduetotheirlargesize
Nocreditfacilitiesareofferedexceptthoseoperatingexclusivelyon
hirepurchaseschemes
Responsetomarketchangesisslowduetotheslowdecision
making
Decisionmakingisslowastheheadofficemustbeconsulted
Lackofpersonaltouchwithcustomers
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Absenceofpersonaltouchbetweenemployerandemployeemay
reduceincentivesforhardworkamongstaff
Peopletendtoshyawayfrom buyingsimilarproductssuchas
clothesandthismayreducesales.
Departmentalstores

Thisisagroupofsingleshopsoperatingunderoneroofwitha
centralizedmanagement
Eachshop/departmentspecializesinaparticularlineofproductsandis
headedbyitsowndepartmentmanager.
Characteristicsofdepartmentalstores

Eachdepartmenthasitsownmanager
Eachdepartmentsellsonlyonelineofproducts
Alldepartmentalmanagersareanswerabletoageneralmanger
Theyofferawidevarietyofgoodsatrelativelylowprices
Theysellgoodsstrictlyoncashbasis
Theyareusuallyintowncentres
Goodsarenottransferablefrom onedepartmenttoanotheraseach
hasitsownvarietyofgoods.

Advantagesofdepartmentalstores
Customerscanbuy/accessawidevarietyofgoodsatfairprices
underoneroof.
Theycanaffordtohiretrainedqualifiedexperiencedstaffwho
providequalityservices
Theybuygoodsinlargetradediscounts.Thisenablesthem tosellat
lowprices.
Eachdepartmentisabletomakeindependentandquickdecisions
thataffectitsoperations.
Theindependenceofdepartmentsensuresthattheweaknessof
onedepartmentdoesnotaffecteachother.
Savingscanbemadeonsomeactivitiessuchasproductpromotion
bycentralizingthem.

DisadvantagesofDepartmentalstores
Alargeamountofcapitalisrequiredtostartandmaintainthestores
Theyrequirealargenumberofcustomerstooperateprofitably
Itisdifficulttogivepersonalattentiontocustomers
Theycatermainlyfortheurbancommunitiesinwhichtheyare
located
Theystrictlyselltheirgoodsoncashbasis
Operationalcostsarehighduetothewidevarietyofservices
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offered
Theirlargesizecouldencouragetheftandpilferageofgoods
Theindependenceofdepartmentscanmakecentralcontroldifficult.
Mailorderstores

Thisisatypeofretailbusinesswherebusinessiscarriedoutthroughthe
postoffice,telephoneoremail
-Orderingofthegoodsisdonethroughthepostofficetelephoneoremail
anddeliveringofgoodsisdonebypostorcourier
-Thereisnopersonalcontactbetweenthesellerandthebuyerandbuyers
getinformationfrom advertisements.
-Goodsaredispatchedonthebasisofcashwithorder(CWD)orcashon
delivery(COD).
Characteristics/featuresofMailorderstores
-Theysellthegoodsthroughthepostoffice
-Theyoperateoncashwithorder(CWO)orcashondelivery(COD)terms
-Heavyadvertisementareinvolved
-Customersdonotvisitthesellingpremises.
-Thereisnopersonalcontactbetweenthebuyerortheseller
-Alltransactionsaredonethroughthepostoffice
-Theydealwithgoodsthatarelessbulky,havehighvalue,andaredurable
andnottoofragile
-Mayhavelargewarehouses
AdvantagesofMailorderstores

Theyreachcustomerswhoarefarforawayfrom theshopping
centres
Donotrequiretheservicesofsalespersonnelorshopattendants
forskilledlaboursincesellingisroutine
Totalcontrolofdistributionispossible
Paymentsismadewithorderordeliverysothereislittlechanceof
baddebts
Eliminatesthelossassociatedwithshopspace,thussavingonrent
Supplyofgoodsisbasedonorderthusatraderrequireslittle
workingcapital
Themethodeliminatestripstocongestedstoresandlengthywaits
queues
Donotrequirelargestoragespaceforgoods.

DisadvantagesofMailorderstores
Advertisingandpostagecostsmayincreasesthepriceofgoods
Thereislackofpersonalcontactbetweenthesellerandthebuyer
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Thereislimitedvarietyofgoodsonoffer
Customersdonothavetheopportunityofinspectinggoodsbefore
buying
Therearenocreditfacilities
Themethodisonlysuitableforthosewhocanreadandwrite
Shouldtherebeaproblem withthepostoffice.e.gindustrialaction
likestrikes,thebusinessmaybeaffected
Difficulttooperateinplaceswherepostofficeservicesarepooror
unavailable
Chancesofbeingdefraudedarehigh.

FUNCTIONSOFRETAILERS
Thesecanbediscussedasservicesrenderedtoconsumers,wholesalers
andproducers
ServicesRenderedtoconsumers

Offerscreditfacilities:Retailersareinclosecontactwiththe
consumersandsomemaygivethem creditfacilities
After-salesservices:Retailerswhoselltechnicalgoodse.g.cars,
electronicse.t.cmayofferaftersaleservicestoconsumerse.g.
transport,installationrepaire.t.c
Provisionofvarietyofgoods:Retailersstockawidevarietyofgoods
from differentwholesalersandmanufacturesenablingthe
consumerstohaveawidechoice.
Advisingconsumers:Retailersmayofferadvicetoconsumerson
choiceanduseofproducts
Availingneededgoods:Retailersmakegoodsavailableto
consumersattherighttimeandplace
Breakingbulk:Retailerssellgoodstoconsumersinconvenient
quantities
Accumulatingbulk
Stabilizingprices:Byensuringthatgoodsarecontinuouslyavailable
toconsumers

ServicesRenderedtowholesalers
Retailersstoregoodsandrelievethewholesalerstheburdenof
storinggoodsandthestoragecosts
Theyrelievethewholesalerstheburdenoftransportation
Retailersadvicewholesalersonmarkettrends(onconsumers
demand)andgivevaluableinformation
Theyhelpindistributionofgoodstotheconsumers
Theyhelpinbreakingbulkonbehalfofthewholesaler
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Theyfinancewholesalerstocontinuewiththeiroperationsthrough
payingforthegoods
Theyrelievethewholesalerofsomerisksthatarisefrom the
storageofgoodssuchastheft,fireandaccidents.

ServicesRenderedtoproducers
Throughwholesalersretailersprovideveryvitalinformationto
manufacturesaboutmarketdemand
Theyadvertisegoodsonbehalfofproducers
Theysellandmarketgoodstoconsumers.Thisrelievesthe
manufacturesthetaskandriskofretailing
Theystoregoodsonbehalfoftheproducers
Theybreakbulkonbehalfofproducerstoconsumers
Theyfinanceproducersbybuyingandpayingcash

WHOLESALETRADE
Wholesalinginvolvessellinggoodsinlargequantitiestotradersforresale.
Awholesalerisatraderwhobuysgoodsinbulkfrom
producers/manufacturesforresaletoretailersataprofit.
-Therearewholesalerswhocarryoutretailingbutthatdonotmakethem
retailers.
Classificationofwholesalers/Typesofwholesalers
Wholesalersmaybeclassifieddependingonanumberoffactors.These
factorsinclude;

Accordingtotherangeofgoodstheyhandle
Accordingtothegeographicalareainwhichtheyoperate
Accordingtotheirmethodofoperation.
Accordingtotherangeofgoodstheyhandle

Underthisclassification,wholesalersmaybeanyofthefollowing;
Generalmerchandisewholesalers
Generallinewholesalers
Specializedwholesalers
Generalmerchandisewholesalers

Thewordmerchandisemeansgoods.
-Thegeneralmerchandisewholesalersstockandsellawidevarietyof
goodse.g.hardware,clothes,cosmeticsandfoodstuffs.Theretailers
whobuyfrom thesewholesalersarethusabletogetawidevarietyof
goodsforresale.
-Theyarealsocalledgeneralwholesalersorfull-linewholesalers
b)Generallinewholesalers
-Thesearewholesalerswhodealinawidevarietyofgoodswithinthe
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samelinee.g.textbooks,duplicatingpapersandothertypesofstationary.
c)Specializedwholesalers
-Thesearewholesalerswhodealinaparticulargoodfrom agivenlinee.g.
inthelineofgrains,theymayspecializeinmaizeonly.
ii)Accordingtothegeographicalareainwhichtheyoperate.
Underthiscategorywholesalersmaybe;

Nationwidewholesalers
Regionalwholesalers.
Nationwidewholesalers:

Thesearewholesalerswhosupplygoodstotradersinallpartsofthe
country.
-Theyestablishwarehousesordepotsindifferentareasfrom Kenya
NationalTradingCorporation(KNTC)
b) RegionalWholesalers
Thesearewholesalerswhosupplygoodstocertainpartsofthecountry
only.Theymaycoveracounty,District,divisione.t.c
iii)Accordingtotheirmethodofoperation
Underthisclassification,wholesalerscanbe:

Cashandcarrywholesalers
Mobilewholesalers
Rackjobbers
Cashandcarrywholesalers:Thesewholesalerssellgoodsoncash
andself-servicebasislikesupermarkets

-Theyneitheroffertransportnorcreditfacilitiestotheircustomers.
Mobilewholesalers/Trackdistributors:Thesearewholesalerswho
usevehiclestomovefrom placetoplacesupplyinggoodsto
retailerse.g.sodadistributors,breaddistributors,beerdistributors
e.t.c.
Rackjobbers

Thesewholesalersspecializeinsellingcertain/particularproductsto
otherspecializedwholesalers.Theybuygoodsfrom producersorfrom
othercountriesforreselling.
E.g.somewholesalersbuyhorticulturalproductsfrom producersandsell
tootherwholesalersinurbanareas
-Rackjobbersusuallystocktheirgoodsinshelvesorracksfrom which
customersselectthegoodstobuy.Customersmaybeallowedtopayfor
thegoodsaftertheyhavesoldthem.
d)Dropshippers
Thesearewholesalerswhomakeordersforgoodsfrom
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manufactures/producersbutdonottakethem from theproducers
premises.Theythenlookforthebuyersforthegoodsandsupplythe
goodsdirectlyfrom theproducers
Alternateclassificationofwholesalers
Analternativeclassificationofwholesalersisgivenbelow:

Thosewhobuygoodsstorethem inwarehousesandsellthem to
traderswithouthavingaddedanythingtothem.
Wholesalerswhoactaswholesaler’sagentsorbrokers.Theseare
middlemenwhoarepaidacommissionfortheirworke.g.
commissionagents
Thosewhoafterbuyingthegoodsandstoringthem preparethem
forsale.Theybreakbulk,pack,brand,sort,gradeandblendthe
goods

Thesetermsareexplainedasbelow:
Breakingbulk-Reducingacommodityintosmallerquantitiesforthe
convenienceofthebuyere.g.buyingsugarfrom theproducerin
sacksandsellingitinpackets.
Packing-Puttinggoodsinpacketsandboxesreadyforsale.
Branding-Givingaproductanamebywhichitwillbesold
Sorting-Selectinggoodstodesiredsizes,weight,colourandqualities
Grading-Puttinggoodsingroupsofsimilarqualitiestomakeit
easiertopricethem
Blending-Itinvolvesmixingdifferentgradesofaproducttoachieve
qualitiesliketasteandcolour.

Functionsofawholesaler
Thesecanbediscussedasservicesrenderedtoproducers,retailersand
toconsumers.
Servicesofwholesalerstotheproducers

Theyrelievetheproducerstheproblem ofdistributionbybuying
goodsfrom them andsellingtoretailers
Theyrelievetheproducersofsomeriskstheywouldexperiencee.g.
damage,theft,fallindemande.t.c
Savetheproducersfrom theproblem ofstoragebybuyinggoods
andkeepingintheirwarehouses
Theypreparegoodsforsaleonbehalfoftheproducers
Theygetfeedbackfrom consumersonbehalfofproducers
Theypromoteproductsthroughadvertising,displays,tradefairsand
exhibitions



0714497530

Novels,UpdatedKASNEB,ICT,IT,College,HighSchoolNotes&RevisionKits (isabokemicah@gmail.com)

Theyfinanceproducersbybuyinggoodsfrom them andpayingin
cash.

ServicesofwholesalerstotheRetailers
Theystockawidevarietyofgoodsinlargequantitiesrelievingthe
retailerfrom buyingfrom differentproducers
Theyavailgoodsatplacesconvenienttoretailers
Theybreakbulkforthebenefitofretailers
Theyoffertransportfacilitiestoretailers
Theyofferadvisoryservicestoretailersregardingmarkettrends
Theyoffercreditfacilitiestoretailers
Theyengageinproductpromotiononbehalfofretailers
Theysort,blend,packandbrandgoodssavingretailersfrom having
todoit.

Servicesofwholesalerstoconsumers
Theyensureasteadysupplyofgoodstoretailershenceconsumers
arenotfacedwithshortages
Theyensureastablesupplyofgoodshencetherewillbestabilityin
marketprices
Theyenableconsumerstoenjoyawidevarietyofgoods
Theybreakthebulkofgoodsthusenablingtheconsumerthrough
theretailertogetthegoodsinconvenientquantities
Theypreparegoodsforsalee.g.branding,blendingandpackaging
Passinformationtoconsumersthroughretailersaboutthegoods
e.g.newproducts,newpricesandtheiruse.

DOCUMENTSUSEDINHOMETRADE
Abusinessdocumentisawrittenrecordwhichgivesevidencetoastage
inthetransferofgoodsorprovisionofservicesfrom onepartyoritis
writtenrecordwhichgivesevidencethattraderorabusinesstransaction
hastakenplace.
Abusinesstransactionisadealbetweentwoormorepeopleinvolving
exchangeofgoodsandservicesintermsofmoney.
Businesstransactionmaytakeplaceoncashbasis;inwhichcasegoods
arepaidforbeforeorondeliveryorashortwhileafterdelivery
Businesstransactionmayalsotakeplaceoncreditbasis;whichmeans
paymentismadeafteraspecifiedperiodfrom thedateofdeliveryofthe
goodsortheprovisionoftheservices
Therearevariousbusinessdocumentsthatareusedinvariousstagesof
businesstransactionsasdiscussedbelow;



0714497530

Novels,UpdatedKASNEB,ICT,IT,College,HighSchoolNotes&RevisionKits (isabokemicah@gmail.com)

Documentsusedattheinquirystage
Thisisthefirststageintransaction.Aninquiryisarequestbya
prospectivebuyerforinformationonavailablegoodsandservices.Itis
aimedatestablishingthefollowing;

Whetherthegoodsorservicesrequiredareavailableforsale
Thequalityornatureoftheproductsavailable
Thepricesatwhichthegoodsorservicesarebeingsold
Thetermsofsaleinrespecttopaymentanddeliveryofgoodsor
services

Someofthedocumentsusedatthisstageinclude;
Letterofinquiry;

Thisisaletterwrittenbyapotentialbuyertothesellertofindoutthe
goodsandservicesofferedbytheseller.
Aletterofinquirycanbegeneralorspecific.Aspecificletterofinquiry
seeksforinformationaboutaparticularproduct.
Replytoaninquiry
Thesellermayreplytotheletterofinquirybysendinganyofthefollowing
documents;
-Pricelist-Acatalogue -Quotation -Atender
i)Apricelist
Thisisalistofitemssoldbythetradertogetherwiththeirprices.The
informationcontainedinapricelistisusuallybriefandnotillustratedand
mayinclude;
-Nameandaddressoftheseller -Listofthegoodsandservices
-Therecommendedunitpricesoftheproducts -Anydiscountsoffered
Pricelistshowthepricesofthecommoditiesatthattime.

Acatalogue;Acatalogueisabasketwhichbrieflydescribesthe
goodsasellerstocks.

Itisnormallysentbythesellertothebuyerwhenthebuyersendsa
generalletterofinquiry.Itusuallycarriesillustrationsonthegoods
stocked,andcouldbeintheform ofattractiveandcolorfulpictures
Thecontentofacatalogueincludesthefollowing;

Nameandaddressoftheseller
Detailsoftheproductstobesold;inform ofpicturesand
illustrations
Thepricesoftheproducts
After-salesservicesofferedbytheseller
Packagingandpostingexpensestobeincurred
Deliveryservicestobeused
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Termsofsale
-Cataloguescarrymoreinformationthanthepricelistandtheyaremore
expensivetoprint.

Quotation;Thisisadocumentsentbyasellertoabuyerinresponse
toaspecificletterofinquiry.Itspecifiestheconditionsandterms
underwhichtheselleriswillingtosupplythespecifiedgoodsand
servicestothebuyer.

Thecontentofaquotationincludesthefollowing;
-Nameandaddressofseller -Nameandaddressofthebuyer
-Descriptionofgoodstobesupplied -Pricesofthecommodities
-Termsofsalei.e.discounts,timeofsupply,delivery
-Totalofthegoodstobesupplied
Quotationsarenormallyinform ofletters,butmanylarge-scale
businesseshavepre-printedquotationsformswhichtheyreadilysendto
thepotentialcustomers.

A Tender
Thisisadocumentofoffertosellsentbyasellertoabuyerinresponse
toanadvertisedrequest
Tenderscontainthefollowing;
-Datewhenthetenderadvertisementwasmade -Modeofpayment
-Dateofmakingdocument -Discountsgiven
-Nameandaddressofprospectivesellercalledthetenderer
-Thepricesatwhichthegoodscanbeprovided
-Periodofdelivery -Modeofdelivery
-Tendersaredeliveredinsealedenvelopeswhichareopenedbythebuyer
onaspecifieddate
Thewinningtenderisusuallyawardedontheofthelowestquotedprice
althoughthebuyerisnotobligedtoacceptthisespeciallyifqualityis
likelytobelow
Tendersarenotbindingunlessacceptedbythebuyer.

Documentsusedattheorderstage
Afterreceivingrepliestoinquiryinform ofpricelist,catalogueor
Quotation,aprospectivebuyerwillstudythetermsandconditionsstated
inthem,andthenmaydecidetobuyproductsornot.

AnOrder
Ifaprospectivebuyerdecidestopurchaseanitem(s),heorshethen
placesanorder
Anorderisadocumentsentbyapotentialbuyertoasellerrequestingto
beprovidedwithspecifiedproductsunderspecifiedtermsandconditions
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-Anorderissuedforgoodsiscalledalocalpurchaseorder(LPO)
Anorderissuedforservicesiscalledalocalserviceorder(LSO)
Waysofmakinganorder

Fillinganorderform.Thisisapre-printeddocumentthatisusedfor
makingorders
Writinganorderletter
Sendingane-mail,faxingorsendingashorttextmessage
Givingaverbalorder.Verbalordershavethedisadvantageinthat
theycanbemisunderstoodandtherewouldbenorecordofitems
ordered

-Wherewrittenordersaremade,thepotentialbuyerkeepsacopyofthe
orderforuseinverifyingthegoodsorderedwhentheyaredelivered.
-Awrittenordermaycontainthefollowing;

Nameandaddressofthebuyer
Nameandaddressoftheseller
Thenumberoftheorder
Quantitiesorderedandtotalamounttobepaid
Descriptionofthegoodsordered
Priceperitem
Specialinstructionsonsuchmattersaspackaginganddelivery
Acknowledgementnote

Onreceivingtheorder,thesellersendsthebuyeranacknowledgement
note
Anacknowledgementnoteisadocumentsentbythesellertothe
prospectivebuyertoinform him/herthattheorderhasbeenreceivedand
itisbeingactedupon.
Aftersendingtheacknowledgementnote,thesellerhastodecide
whethertoextendcredittothebuyerornot.Atthisstage,thesellerhas
thefollowingoptions;

Ifthesellerisconvincedthatthebuyeriscreditworthy,
arrangementsaremadetodelivertheorderedgoodsorservicesto
thebuyer.
Ifthesellerisnotsureofcreditworthinessofthebuyer,acredit
statusinquirycanbeissuedtothebuyer’sbankersortoother
supplierswhodealwiththebuyertoascertainthecreditworthiness.
Ifthebuyerisnotcreditworthythenapolitenoteoraproforma
invoicecanbesenttohim/her

Aproformainvoice
Thisisadocumentsentbythesellertothebuyerrequestingthebuyerto
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makepaymentforgoodsorservicesbeforetheyaredelivered.It
indicatesthatthesellerisnotwillingtograntthebuyercredit
Functionsofaproformainvoice

Apolitewayofaskingforpaymentbeforethegoodsaredelivered
Sentwhenthesellerdoesnotwanttogivecredit
Usedbyimporterstogetcustomersclearancebeforegoodsare
delivered
Issuedtoanagentwhosellsgoodsonbehalfoftheseller
Showwhatthebuyerwouldhavetopayiftheorderisapproved
Canbeusedtoserveasaquotation

Circumstancesunderwhichapro-formainvoicemaybeused
Ifthesellerdoesnotwanttogivecredit
Ifthesellerwantstosellgoodsthroughanagent
Ifthesellerwantstogetclearanceforimportedgoods
Ifthesellerwantsittofunctionasaquotation
Ifthesellerwantstoinform thebuyerwhathe/shepayiftheorderis
approvede.t.c

DocumentsusedattheDeliverystage
Afterthesellerhasacceptedtheordersentanacknowledgementnote
andwherenecessarythepro-formainvoice,thesellerthenpreparesthe
goodsfordeliverytothebuyer.Thiscanbedoneinthefollowingways;

Thesellercanaskthebuyertocollectthegoods
Thesellercandeliverthegoodstothebuyerusinghis/herown
meansoftransport
Thegoodscanbedeliveredtothebuyerthroughpublictransport
Theservices(s)canberenderedtothebuyeratthesellersorthe
buyer’spremisesoratanyconvenientplace.

Themaindocumentsthatareusedatthisstageare;
Packingnote;Beforedeliverygoodsarepackedfordispatch.Thisis
adocumentpreparedbythesellershowingthegoods
contained/packedineverycontainer,boxorcartonbeingdelivered
tothebuyer

-Acopyofthepackingnoteispackedwiththegoodstomake/helpthe
buyerhaveaspotcheck.

Thecontentsofapackingnoteinclude;
-Descriptionofgoodspacked
-Quantitiesofgoodspacked
-Themeansofdelivery
NOTE:Apackingnotdoesnotcontainpricesofgoods.Thisensuresthat



0714497530

Novels,UpdatedKASNEB,ICT,IT,College,HighSchoolNotes&RevisionKits (isabokemicah@gmail.com)

thosepeopleinvolvedincheckingandtransportinggoodsdonotknow
thevalueofgoods.Thisisdoneasaprecautionagainsttheft.

Advicenote;Thisisadocumentsentbythesellertothebuyerto
inform thebuyerthattheorderedgoodshavebeendispatched.Itis
usuallysentthroughthefastestmeanspossible.

-Itcontainsthefollowing;
-Themeansofdelivery -Adescriptionofthegoods
-Thequantitydispatched -Date
-Nameandaddressofbuyerandseller
Functionsofanadvicenote

Informingthebuyerthatthegoodsareonthewaysothatincaseof
anydelayindelivery,thebuyercanmakeinquiries
Alertingthebuyersothatnecessaryarrangementscanbemadefor
paymentswhenthegoodsarrive
Canserveasanacknowledgementnote,whereoneisnotsent/
Deliverynote;Thisisadocumentsentbythesellertothebuyerto
accompanythegoodsbeingdelivered.

-Adeliverynoteisalwaysmadeintriplicate(3),onecopyremainswiththe
sellerandtwosenttothebuyer.
-Whenthegoodsreachthebuyer,he/sheconfirmsthatthegoodsarethe
onesorderedforandthattheyareintherightconditionbycomparingthe
deliverynote,theorderandthegoods.Ifthebuyerissatisfiedwiththe
goods,he/shesignsthetwocopies,retainstheoriginalandsendthe
copybacktotheseller.Thisservesasevidencethatthegoodshavebeen
receivedintherightconditionandintherightquantities.
-Somebusinesseskeepdeliverybooksinwhichthebuyersignsto
indicatethatgoodshavebeenreceivedingoodcondition.Adeliverybook
isusedbythesellerifhe/shedeliversgoodsbyhimself/herselfasan
alternativetoadeliverynote
Thecontentofadeliverynoteincludesthefollowing;

Nameandaddressoftheseller
Nameandaddressofthebuyer
Dateofdelivery
Deliverynotenumber
Descriptionofthegoodsdelivered
Quantitiesofthegoodsdelivered
Spaceforthebuyertosignandcommentontheconditionofthe
goodsreceived.
Consignmentnote
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Thisisadocumentpreparedbyatransportertoshowthathe/shehas
beenhiredtodeliverspecifiedgoodstoaparticularbuyer.Thisdocument
isusedwhengoodsaredeliveredtothebuyerbypublicmeansof
transporte.g.bytrains.
-Theselleristheconsignor,thebuyeristheconsigneeandthegoodsthe
consignment
-Thetransportingcompanypreparestheconsignmentnoteandgivesthe
sellertocompleteandsign.Thesellerthenreturnsthenotetothe
transporter(carrier)whotakesittogetherwiththegoodstothebuyer.
-Onreceivingthegoods,thebuyersignstheconsignmentnoteas
evidencethatthegoodswereactuallytransported.
Thecontentofaconsignmentnoteincludesthefollowing;

Detailsofthegoodstothetransported
Nameaddressofseller(consignor)
Nameandaddressofbuyer(consignee)
Termsofcarriageandconditionsoftransportingthegoods
Thetransportationcost
Handlinginformation
Destinationofgoods

GoodsReceivednote;Thisisadocumentsentbythebuyertothe
sellertoinform him/herthatgoodssenthavebeenreceived.It
usuallypreparedinduplicate,theoriginalissenttothesellerandthe
copyretainedbythebuyer.

Thecontentsofthegoodsreceivednoteinclude;
Dateofthedocument
Nameandaddressofthebuyer
Nameandaddressoftheseller
Correspondingpurchaseorder
Detailsofgoodsreceived
Datethegoodswerereceived.
Returnedgoodsnote/Damagedgoodsnote;Ifgoodsaredamaged
ontheway,thebuyermayreturnthem totheseller.Thebuyermay
alsoreturngoodsforotherreasonse.g.
Wrongtypeofgoods
Excessgoods
Wrongqualitygoods

-Whenthegoodsarereturned,thebuyerinformsthesellerofthereturn
bysendingagoodsreturnednote.
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-Agoodsreturnednoteisadocumentsentbyabuyertoasellertoinform
him/herthatcertaingoodsarebeingreturnedtotheseller.
-Wherethegoodsarereturnedbecauseofdamage,thenotemaybe
referredtoasthedamagedgoodsnote.
Thecontentsofthegoodsreturnednoteinclude;

Detailsofgoodsthathavebeenreturnedtotheseller
Dategoodsarereturned
Thenumberof(GRN)
Ordernumber
Deliverynumber
Nameandaddressofbothbuyerandseller

-Whenthesellerreceivesthenotetogetherwiththegoods,heissuesa
creditnote

Documentsusedattheinvoicingstage
Thisstageinvolvesthesellerrequestingordemandingforpaymentfrom
thebuyerforthegoodsorservicesdelivered.

Someofthedocumentsusedatthisstageinclude:
Invoice

Thisisadocumentsenttothebuyerbythesellertodemandforpayment
forgoodsdeliveredorservicesrendered.
Therearetwotypesofinvoicesnamely:

Cashinvoice-Thisissentwhenpaymentisexpectedimmediately
afterdeliverythusactingasacashsalereceipt
Acreditinvoice-Thisissentwhenabuyerisallowedtopayatalater
date.

Functionsofaninvoice
Itshowsthedetailsofgoodssoldi.e.quantitydelivered,unitprice,
totalvalueofthegoodsandtermsandconditionsofsale.
Itisarequesttothebuyertomakepayment
Itservesasanevidencethatthebuyerowestheselleracertain
amountofmoney
Itisusedasasourcedocumentinrecordingthetransactioninthe
bookofaccounts.

Thecontentsofaninvoiceincludethefollowing:
Invoicenumber
Nameandaddressoftheseller
Nameandaddressofthebuyer
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Datedocumentisprepared
Detailsofgoodsrepaired
Unitpricesofgoodsdelivered
Totalvalueofgoods
Discountsoffered
EandO.Eprintedatthebottom

ThelettersEandO.E(ErrorsandOmissionsExcepted)meanstheseller
reservestherighttocorrectanyerrorsandomissionsmadeintheinvoice.
-Onreceivingtheinvoice,thebuyerverifiesthecontentsusingthelocal
purchaseorderandthedeliverynote.Iftheinvoiceisinorder,thebuyer
makesarrangementstopaytheamountstated.
Businesseswhichofferservicesissueadocumentcalledabill,which
servesthepurposeofaninvoice.

DifferencesBetweentheinvoiceandpro-formainvoice
Theinvoice Thepro-formainvoice

Itisissuedaftergoods

andserviceshavebeen

delivered

Itisissuedbeforegoods

andserviceshavebeen

delivered

Itshowsthetotalvalueof

thegoodsorserviceson

credit

2)Showsthetotalvalueof

goodsandservicestobe

bought

Itisusedtodemand

paymentforproductssold

oncredit

3)Itisusedtodemandfor

paymentinadvancefor

productstobebought

Usedasabasisformaking

paymentforproducts

alreadybought

4)Usedasabasisforpreparing

paymentforproductsnotyet

bought

Servesasanoticeof

paymentforproducts

boughtoncredit

5)ServesasaQuotationfor

productstobebought.

Creditnote
Thisisadocumentsentbythesellertothebuyer(creditbuyer)tocorrect
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anovercharge.Itisusedtoinform thebuyerthattheamountpayableby
him/herhasbeenreduced
Anoverchargeisanexcessamountchargedbeyondtherightprice.
Causesofoverchargemayinclude;

Arithmeticalerrorslikewrongaddition
Priceovercharges
Inclusionofwrongorunordereditemsintheinvoice
Failuretodeducttheallowablediscounts
Returnofgoods(damagedgoods)
Failuretonotethereturnbythebuyerofpackingcasesor
containersusedtodelivergoodstohim/her
Useofwrongpricelist.

-Thepurposeofthecreditnoteistoreducethetotalinvoiceamountby
theamountoftheovercharge.
-Acreditnoteisusuallyprintedinredtodistinguishitfrom other
documents.
-Contentsofacreditnoteinclude;

Nameandaddressofthesellerandthebuyer
Creditnotenumber
Datedocumentisprepared
Descriptionandvalueofgoodsreturnedbybuyer(incasethatwas
done)
Totalovercharge

Reasonswhyasellerwouldsendacreditnotetoabuyer/circumstances
underwhichacreditnoteissenttoabuyer.
-Whenthereisanoverchargeinaninvoice
-Whentheoriginalinvoicehadindicateditemsthatwerenotsupplied
-Whenthebuyerreturnsemptycases/cratesthathadbeenchargedinthe
invoice.
-Whenthebuyerreturnssomegoodstotheseller
-Ifthebuyerwasentitledtoadiscountwhichwasnotgivenortakencare
ofintheinvoice.

Debitnote
Thisisadocumentsentbythesellertothebuyertocorrectan
underchargeontheoriginalinvoice.Itisusedtoinform thebuyerthatthe
amountpayablebyhim hasbeenincreased.
-Adebitnoteactsasanadditionalinvoice.
-Anunderchargeariseswhenamountchargedonproductsislessthan
theirrightprice.



0714497530

Novels,UpdatedKASNEB,ICT,IT,College,HighSchoolNotes&RevisionKits (isabokemicah@gmail.com)

Causesofunderchargeinclude:
Priceunderchargesonitems
Arithmeticerrors/mistakenincalculation
Omissionofitemsintheinvoice
Retentionofcratesandcontainersthatwerenotinvolvedbythe
buyer
Deductionsofmorediscountthanwhatwasgive/intended

Circumstancesunderwhichadebitnotewillbesenttothebuyer
Whenthereisanunderchargeintheinvoice
Ifthebuyerhadbeengivenadiscountthatwasnotduetohim
Ifsomeitemshadbeenomittedintheoriginalinvoice
Ifthebuyerdecidestoretainsomeemptycontainersorcrates

DifferencesBetweenadebitnoteandacreditnote
DEBITNOTE CREDITNOTE

Issuedtocorrectan

underchargeonthe

invoice.

Issuedtocorrectan

overchargeontheinvoive.

Writtenonblueorblack. 2)Usuallywritteninred

Issuedwhencontainers

havenotbeenreturned

3)Issuedwhencontainershave

beenreturned.

Documentsusedatthepaymentstage
Thisisthefinalstageofacreditbusinesstransaction.Ittakesplaceafter
theinvoicehasbeenreceivedandascertainedtobecorrectorwhere
necessary,correctionsmade.
Thedocumentsusedatthepaymentstageinclude;

Receipt
Thisisadocumentissuedtothebuyerbythesellerasproofthat
paymenthasbeenmade.
-Paymentcanbedoneincash,cheque,otherformsofmoneyorinkind
-Thereceiptalsoservesasasourcedocumentformakingentriesin
booksofaccounts.
Contentsofthereceiptinclude;

Dateofpayment
Nameofthepersonmakingpayment
Nameofperson/institutionreceivingpayment
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Amountpaidinwordsandfigures
Meansofpayment
Receiptnumber
Signatureofpersonissuingthereceipt.

-Theissuanceofareceiptbythesellertothebuyerafterreceiving
paymentmarkstheendofthecredittransactionbetweenthesellerand
thebuyer(wherepaymenthasbeendoneinfull)
-Areceiptservesthesamepurposeasthecashsaleslip

ii) StatementofAccount
Thisisadocumentpreparedbythesellerandsenttothebuyer,givinga
summaryofallthedealings/transactionsbetweenthem duringa
particularperiodoftime,usuallyamonth.Ithasthefollowingdetails;

Datewhenitwasprepared
Nameandaddressoftheseller
Nameandaddressofthebuyer
Accountnumber
Datecolumn-wherethedateofeachtransactionisrecorded
Particulars(Details)column-wheretheexplanationofeach
transactionisshown
Moneycolumn

-Debitcolumn-increasesintheamountspayableduetocreditsalesor
underchargecorrection.
-Creditcolumn-Decreaseintheamountspayableduetoovercharges
correctedorpaymentsrecorded.
-Balancecolumn-Amountowingaftereachtransaction(Balance
outstanding)

Anydiscountsallowedtothebuyer
Datewhenthebuyerisexpectedtoclearthebalance
Termsofcredite.t.c.

-Thestatementofaccountenablesthebuyertoascertainthecorrectness
ofthetransactionswhichhavetakenplacewiththeselleroverthestated
period.
iii)IOU

AnIOU(Ioweyou)isadocumentwrittenbythebuyerandsenttothe
sellertoacknowledgeadebt.
-Itdoesnotspecifydatewhensettlementwillbemade.
-Itactsasevidencethatadebtexists.
Summaryofdocumentsusedinhometrade
Documentsentbybuyer Documentsentbyseller
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-Letterofinquiry -Pricelist

-Order -Catalogue

-Goodsreceivednote -Quotation

-Goodsreturnednote -Tender

-IOU -Acknowledgement

-Advicenote

-Packagingnote

-Deliverynote

-Consignmentnote

-Invoice

-Proformainvoice

-Creditnote

-Debitnote

-Receipt

-Statementofaccount

MEANSOFPAYMENTS
Thesearethemethodsorwaysthebuyermayusetosettledebtsarising
from abusinesstransaction.Thesearevariousmeansofpaymentsthat
canbeused.Thesemeansofpaymentscanbeputintothefollowing
groups;

Cash
Meansofpaymentprovidedbythepostoffice
Meansofpaymentsprovidedbythecommercialbanks
Meansofpaymentswhicharisefrom privatearrangementsbetween
sellersandbuyers
Othermeansofpayment.
Cash

Thisreferstotheuseofnotesandcoinstomakepayments.Currency
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notesandcoinsareissuedbythecentralBankofKenyaandaretherefore
legaltender
-Legaltendermeanseveryoneisobligedbylawtoacceptthem asa
meansofpaymenti.e.noonecanrefusetoacceptthem astheyare
backedbythelaw.Notesandcoinsareavailableindifferent
denominationsasfollows;
Coins;5cents,50cents,sh.1,sh.5,sh.10andsh.40
Notes;sh.10.sh.20,sh.50,sh.100,sh.200,sh.500andsh.1000.
-Coinsaresuitableforsettlingsmalldebtsandareacceptableaslegal
tenderuptoacertainmaximum e.g.50centscoinsthemaximum issh20
andsh.1themaximum isksh.100.
Advantagesofcashasameansofpayment:

Itistheonlymeansofpaymentwhichisalegaltender
Convenientforsettlementofsmalldebts
Convenienttopeoplewithorwithoutbankaccounts
Cashisreadilyusable

Disadvantagesofcashasameansofpayment
Notconvenienttocarryaround
Cashcanbelostorstoleneasilyasitisreadilyusable
Paymentisdifficulttoproveunlessareceiptisissued

Circumstancesunderwhichcashpaymentisappropriate
Wheretheamountsinvolvedaresmall
Wherethepayee(receiver)doesnotacceptothermeansofpayment
Wherecashistheonlymeansavailable
Wherethepayeerequirescash(money)urgently
Wherethereisneedtoavoidexpensesassociatedwithothermeans
ofpayments
Meansofpaymentsprovidedbythebanks

Commercialbanksarefinancialinstitutionsthatacceptdepositstoand
withdrawalsfrom them.
Theyalsolendmoneytocustomers.Examplesofcommercialbanks
include:CommercialbankofKenya,NationalbankofKenya,Barclays
bank,andCo-operativebanke.t.c
-Therearevariousmeansofpaymentsprovidedbythecommercialbanks.
Theyare:

Cheques
Bankdrafts/bankerscheques
Credittransfers
Standingorders
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Travellerscheques
Telegraphictransfers
Debitcards
ElectronicfundTransfer(E.F.T)
Cheques

Thisisawrittenorderbyanaccountholderwiththebank(drawer)tothe
bank(drawee)topayondemandaspecifiedamountofmoneytothe
namedperson(payee)orthebearer
Partiestoacheque

Drawer-Thisisthepersonorinstitutionwhowritesandissuesthe
cheque.Heisusuallyacurrentaccountholderwiththebank
Payee-Thepersonorinstitutiontobepaid
Drawee-Thebank(wherethedrawerhasanaccount)

Detailsonacheque;theyinclude:
Datewhenitisissued
Nameofthedrawer
Thenameofthepayee,exceptinbearercheques
Thenameofthedrawee(bank)andbranchfrom whereitisissued
Amounttobepaidinfiguresandinwords
Theaccountnumberofthedrawer
Thesignatureofthedrawer
Thechequenumberandbankcode
Theappropriaterevenuestamps

Typesofcheques
Opencheques
Crossedcheques
Bearercheques
Ordercheques
Opencheques

Thisisachequethatcanbepresentedforpaymentoverthecounter.You
presentitandcashispaidtoyou.

Crossedcheques
Thisisachequethatbearstwoparallellinesontheface.Thismeansthe
chequecannotbecashedoverthecounter.Thechequeisdepositedinan
account(payee’saccount)
Thepayeethenwithdrawsthemoneyfrom his/heraccount
Acrossedchequecanbeopenedbythedrawersigningtwiceonitsface.
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-Acrossingcanbegeneralorspecial
-Generalcrossing-generalcrossingsonlycontainsthetwoparallellines.
Thisimpliesthatthechequewillbepaidthroughanybankinwhichitis
deposited.
-Specialcrossings-Hasotherinstructionsincludedinthecrossingi.e;

Notnegotiable-Meansthechequecanbetransferredbythepayeeto
athirdparty,buthethirdcannottransferthecheque(onlythe
originalpayeecantransferthecheque)
Accountpayeeonly-Meansthechequeshouldbedepositedinthe
accountofthepayee.
Nottransferable-Meansthereisnonegotiationortransferofthe
cheque
Bearercheques-Thischequedoesnothavethenameofthepayee
writtenonit.Thepersonpresentingittothebankistheonewhois
paid.
Ordercheque-Thechequebearsthenameofthepayee.Thebank
paysthisparticularpayeetheamountstatedinthechequeafter
properidentification

Dishonouringacheque
Achequeisdishonoredifthebankrefusestopayandreturnsthecheque
tothedrawer.
-Achequecanbedishonoredduetothefollowingreasons:

Insufficientfundsintheaccount
Ifthesignatureonthechequediffersfrom thedrawersspecimen
signatureinthebank.
Ifthechequeisstalci.e.presentedforpaymentaftersixmonths
from thedateofissue.
Ifthechequeispostdated-meaningthechequeispresentedfor
paymentearlierthanthedateonthecheque
Iftheamountinfiguresisdifferentfrom theamountinwords
Iftherearealterationsonthechequewhicharenotcountersigned
bythedrawer
Ifthechequeistorn,dirtyordefauldmakingitillegible
Iftheaccountholder(drawer)isdeadandthebankisawareofthe
fact
Ifthedrawerinstructsthebanknottopaytheparticularcheque
Ifthechequecontainserrorswhichneedtobecorrected
Ifthedrawerbecomesbankruptorinsane
Ifthedrawerhasclosedhis/heraccount.
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Advantagesofusingcheques
Theyaremoresecurethannotesandcoinsbecauseiftheyarelost
orstolen,theycanbetracedtothepersonwhocashedthem.
Theyareconvenienttocarryandcanbeusedtopaylargesum of
moneywhichwouldbeotherwiseinconvenienttopayusingcash
Theycanbetransferredtoathirdpartytomakepayment/cheques
arenegotiable
Paymentcanbemadebychequewithouttheneedtotraveltomake
payment
Theyprovidearecordofpaymentbecauseofthecounterfaits.The
counterfaitsactsasproofthatpaymenthasbeenmade.
Underspecialcircumstances,theycanbecashedordiscounted
beforematurity.

Disadvantagesofusingcheques
Chequescanbedishonored
Requiresthepayeetogotothebankandinsomecasestohavean
account
Thedrawerpayssomechargese.g.chargesforthechequebook
Canonlybeissuedbyanaccountholder/thedrawermusthavean
account
Theyarenotreadilyacceptablebyeverybody
Theydonotprovideimmediatecash.

Circumstancesunderwhichachequeisappropriateasameansof
payment

Wheretheamountofmoneyinvolvedislarge
Wherethepolicyofthebusinessdemandsso
Whereachequeistheonlymeansavailable
Wherethereisneedtoavoidotherrisksassociatedwithother
meansofpayments
Bankdrafts/Banker’scheques

-Thisisachequedrawnonabanki.e.achequedrawnbyonebankto
anotherrequestingthelatterbanktopayanamedpersonorinstitutiona
specifiedsum ofmoneyandchargeittothedrawingbank
-Itcanalsobedrawnbyabankontherequestofacustomer.The
customerfillsinanapplicationform obtainedfrom abankandhandsit
overtothebanktogetherwiththemoneyshewantstotransferanda
commissionfortheservice.
-Thebankthenpreparesthechequeandgivesittotheapplicantwhocan
thensendittothepayee
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-Abankdrafthasthedrawingbank’sguaranteeforpayment.Itis
thereforemorereadilyacceptablethanpersonalcheques.
-Itissuitablewhenurgencyisdesiredinthepaymentasitismorereadily
acceptable.

Credittransfer
Thisisameansofpaymentprovidedbycommercialbankstotheir
currentaccountsholderswhowanttopaymanypeopleusingone
cheque/atthesametime
-Onechequeisdrawnandisusuallyaccompaniedbyalistofthepeople
tobepaid,theamounttobepaidtoeachpersonandtheaddressesof
thebankbrancheswherethepaymentistobemade.
-Thebankthenensuresthatacredittransferisaffectedtothevarious
bankbranchesandeachpayeeispaid
-Acredittransferisusuallyusedbyemployerstopaysalariestotheir
staffmembers.
d)Standingorder
Thisisaninstructiontoabankbyanaccountholdertopayanamed
personoranorganizationafixedamountofmoneyatregularintervals
overaspecifiedperiodoftimeoruntilstopped
-Itisaveryusefulmeansofpaymentforbusinesspeopleasitenables
them toregularlypaytheirrecurrentbillse.g.water,insurance,electricity,
loanpayment,hirepurchasepaymente.t.c
e)Traveler’scheques
Thisisachequedrawnbyonebanktoanotherrequestingthelatterto
payaspecifiedsum ofmoneytoanamedbearer,whousuallywouldhave
boughtthatchequefrom issuingbank.Thechequeholderpaysthevalue
ofthechequeplusthechargesfortheservicestotheissuingbank.
-Travellerschequesareusuallyissuedinfixeddenominationsandare
veryconvenientfortravelpurposes,hencetheirname.Theyenablea
persontotravelwithouthavingtocarryalotofcash.Thechequesare
alsoreadilyacceptableasameansofpayment.
f)TelegraphicTransfers
Thisisamethod/meansoftransferringmoneyofferedbycommercial
bankstoanybodywhowantstosendmoneytoanother
Thesenderisrequiredtofillanapplicationform andprovidethefollowing
informationamongothers:
-His/hername -Theamountofmoneytoberemitted
-Nameofthepayee -Thebankwherethemoneywouldbepaid
Theapplicantischargedacommissionandtelegraphfee.Thepaying
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banksendsatelegram tothepayeewhohastoidentifyhimself/herself
beforethepaymentismade
Themethodisfastandsafe.

Debitcards
Theseareplasticcardsissuedbyfinancialinstitutionse.g.banksthat
enablesapersontopurchasegoodsandservicesfrom anybusinessthat
acceptsthem.
Debitcardsareusedtomakepaymentsfrom moneyheldinones
accountsandarethereforeanalternativetocashpayments.Examples
areATM cards.

ElectronicFundTransfer(E.F.T)
EFTisamethodoftransferringmoneyfrom oneaccounttoanother
wherecomputersareused.Thesenderisrequiredtofillanelectronic
fundtransferform providedbythebankwhichinstructsthebankto
transfermoneyfrom his/heraccounttoanamedaccount.
Informationisthensenttothepayee’sbankelectronicallyandthe
amountintheaccountisincreasedaccordingly.Themethodisveryfast.

Meansofpaymentsprovidedbythepostoffice
Thepostofficeprovidesmeansofpaymentsthatcanbeusedtotransfer
moneyfrom onepersontoanother
Themeansofpaymentsprovidedbythepostofficetofacilitate
paymentsincludes,

Moneyorders
Postapay
Postalorders
Postagestamps
Premium bonds
Moneyorders

Amoneyorderfacilitatesthetransferofmoneyfrom onepersonto
anotherthroughthepostoffice(and/orbank)
Amoneyorderisusuallyforaspecifiedsum ofmoneyusuallypurchased
withcashfrom thepostoffice
Apersonwishingtosendmoneyusingthismethodvisitsapostoffice
andcompletesanapplicationform.Someofthedetailscontained/given
intheform include:

Theamountofmoneytoberemitted
Nameofthepayee
Thenameofthepostofficewherethemoneyorderwillbecashed
Nameandaddressofthesender
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Whetherthemoneyorderistobeordinaryorsentbytelegraph
Whetherthesenderwishestobeinformedifthemoneyhasbeen
paid
Whetherthemoneyistobepaidthroughabankaccountoratthe
postofficecounter.

Theapplicationform,moneytoberemittedandcommissionforthe
serviceishandedtothepostofficeclearkwhopreparesthemoneyorder
andgivesittothesenderwhomaypostitorsendittothepayee.
-Telegraphicmoneyorders,thepostofficesendsatelegram tothepayee
informinghim/hertogotothepostofficeandclaim themoney.
-Beforepaymentismade,thepayeemust;

Identifyhimself/herselfbyproducinganIDcard
Identifythepersonwhosentthemoney.

-Thesenderofthemoneyisleftwithacounterfoilwhichservesas
evidencethatmoneywassentanditcanbeusedtoreclaim themoneyif
itdidnotreachthepayee
-Moneyordermaybeopenorcrossed.Acrossedmoneyorderbearstwo
parallellinesdrawndiagonallyonitsfaceandmustbedepositedinthe
bankaccountofthepayee.Itcannotbecashedoverthecounteratthe
postoffice.
-Anopenmoneyordercanbepresentedforpaymentatthepostoffice
counter.
Circumstancesunderwhichmoneyorderisappropriate

Whereitistheonlymeansavailable
Whereothermeansarenotacceptable
Wherethereisneedtoavoidinconveniencesorrisksassociated
withothermeans
Postapay

ThisisanElectronicFundTransfer(EFT)serviceofferedbythepostal
corporationofKenya,forsendingandreceivingmoneyinstantlyfrom
variousdestinationsbothlocallyandinternationally.
-Thepersonsendingmoneyfillsinaform called‘sendform’givingthe
followingdetails;

Name,addressandtelephonenumberofsender
Name,addressandtelephonenumberofreceiver
Paycity,townandlocationofthereceiver
Signatureofthesender
Amounttobesent

-Thesenderhandsovertheform,theamountofmoneytobesentandthe
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commissiontothepostofficeclerkforprocessing
-Thetransferisdoneviatheinternetthroughamachinethatgivesa
twelve-digitnumberforthetransactioncalledthe‘Transactioncontrol
number’(TCN).Thesenderthenconveysthisnumber,amountsentand
paylocationtotherecipientandinstructionstotherecipienttovisitthe
namedpostofficeforpayment.Thismessageisusuallyconveyed
throughthequickestmeanspossiblesuchasatelephonecall
-Thesenderisgivenacopyoftheprocessed‘sendform’asproofthat
moneyhasbeensent.Thepostofficeretainstheoriginalforrecord
purposes.
-Whenthereceivervisitsthepostoffice,he/shewillfilla‘receiverform’
givingthefollowingdetails;

Thetransactionnumber(i.e.thetwelve-digitnumber)
Theexpectedamount
Thename,addressandtelephonenumberofthesender
Thecitytownorlocationofthesender
Signatureofthereceiver

ThereceiverthenidentifieshimselforherselfbyproducinganIDcardor
passportbeforereceivingthemoney.
-Therecipient/payeeisthengiventhemoney,acopyofthereceiveform
asproofofhavingreceivedthemoney.Thepayingpostofficeretainsa
copyasproofofpayment.
AdvantagesofusingPostapayasameansofpayment

Accessibility-Postapayoutlets(postoffices)arelocated
countrywidetoeliminatemovementoverlongdistancestoget
money
Easeofuse-Sendingorreceivingmoneyiseasyasoneonlyneedsto
fillaform whichisprocessedimmediately
Speed-thetransferofmoneyisinstant(fast)
Security-Confidentialityinthetransmissionofmoneyisprovidedand
moneyisonlypaidtothepersonintended
Convenience-Postapayservicesareofferedforlonghoursduring
thedayandpaylocationsareconvenientlylocated
Affordability-Postapayservicesarerelativelyaffordableaslarge
amountscanbesentatreasonablecosts.

Postalorders
-Postalordersaresoldbythepostofficeforthepurposeofremitting
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money
-Theyareavailableinfixeddenominationsofsh.5,10.20,40,60,80,100and
200
-Onbuyingapostalorder,thesenderpaysforboththefacevalueofthe
postalorderandacommissionchargedfortheservice
-Postalordersjustlikemoneyordersareissuedwithcounterfoilsthatthe
senderwillkeepasevidenceofremittanceincasethepersontowhom
he/sheremitsthemoneydoesnotreceiveit.
Thesenderwritesthenameofthepayeeonthepostalorderasasafety
measure.
Paymenttothebearercanbemadeinanypostofficewithpostalorder
facilities
Postalordersmayalsobecrossedoropen(seecrossedandordinary
moneyorders)
Circumstancesunderwhichpostalordersareappropriate

Wheretheamountsinvolvedaresmall
Whereitistheonlymeansavailable
Wherethereisneedtoavoidinconveniencesandrisksassociated
withtheothermeansofpayment.

Differencesbetweenpostalordersandmoneyorders
Postalorders Moneyorders

Itcanbecashedatany

postoffice

Canonlybecashedata

specificpostoffice

Areinfixeddenominations b)Variesaccordingtotheneeds

oftheremitter

Doesnotrequireany

applicationform tomakea

remittance

c)Requiresthefillingofan

applicationform inmaking

remittance

Canbecashedbythe

bearer

d)Canonlybecashedbythe

payee

Valuecanbeincreasedby

affixingrevenuestamps

e)Valuecannotbeincreasedby

affixingrevenuestamps

Postagestamps
Postagestampsmaybeusedtopaysmallamountsofmoney.The
persontowhom thestampsaresentcanthenusethem forsendingmail
and/ortopaysomeoneelse.
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Premium Bonds
Premium bondsareissuedbythepostofficeindenominationsofsh.10
andsh.20.Theymatureafteragivenperiod,afterwhichonecancash
them.
-Bearerscanalsoenterintodrawssoastowinmoney.
-Premium bondscanbeusedtosettledebts,butitisnotasafemethod
becausetheycanbecashedbyanybodyi.e.bythebearer.
Circumstancesunderwhichpostagestampsandpremium bondsare
used

Wheretheamountsinvolvedaresmall
Wheretheyaretheonlymeansavailable.

Meansandpaymentswhicharisefrom privatearrangementsbetween
thesellersandthebuyers
Therearevariousbusinessdocumentsthatoriginatefrom private
agreementsbetweenbuyersandsellers.Thebuyeracknowledgesthe
creditandacceptstopayatspecifiedfuturedatesbysigningsome
documents.Thesedocumentsinclude;

IOweyou(IOU)
Billofexchange
Promissorynote.
BillofExchange

Thisisunconditionalorder,inwriting,addressedbyonepersonto
another,requiringthepersontowhom itisaddressedbyonepersonto
another,requiringthepersontowhom itisaddressedtopayondemand,
oratastatedfuturedate,thesum ofmoneyonthebilltothedrawer,ora
namedpersonortoabearer.

Order-isacommandnotarequest
Unconditional-Withoutconditioni.e.nouseofsuchwordsas‘if’or
‘whom’
Thebillmustbeinwriting
Amountofmoneymustbeclearlystated
Payeemustbenamed.He/shecanbethedrawerorsomeoneelse
orthebearer
Dateofpaymentmustbestatedorcanbedeterminede.g.‘Two
monthsfrom thedateoftoday’orThreedaysafter31stJanuary
2012’

-Abillofexchangeispreparedbyacreditortoadebtorwhenacreditor
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wantstobeassuredofpaymentbyadebtoronagivenfuturedateor
whenaskedtodosobythecreditor
-Ifthebuyer/debtorsignsthebill“accepted”thenhe/shecannotdeny
responsibilityforthedebtsincehe/shehasacknowledgedresponsibility
forthedate.
Procedureforpreparingabillofexchange
Abillofexchangeiswrittenbyaperson(creditor)tohisdebtortoseek
assurancethatthedebtorwouldpaythedebt.
Step1.Thecreditorpreparesthedraftandsendstothedebtor.
Step2.Thedraftandafteracceptingtheconditionslaidtherein,he/she
signsonitandwritethewords“accepted”.He/shethensendsitbackto
thecreditor.Atthispointthedraftbecomesabillofexchange.
Step3.Thecreditorreceivesthebillandmay:

Keepituntilmaturitywhenhewouldpresentittothe
debtor(accepted)forpayment
Discountitwithabank.Thisispresentingtoabankoranyfinancial
institutionandreceivingcashagainstitbeforethematuritydate.
Oneishowevercharged(discountingcharge)fortheservice
Negotiateit-Usingittopaysomeoneelseapartfrom thepayee.

PartiestoabillofExchange
Drawer-Thisisthepersonwhogivesthedebtorthewrittenorderto
paythevalueofthebillofexchange(thecreditor)
Drawee-Thisisthepersontowhom theordertopayisgiven
(Debtor).Heorsheacceptsthebill.
Payee-Thisisthepersontowhom thepaymentistobemade.The
payeemaybethedrawer,or

EssentialsofabillofExchange
Itmustbesignedbythedrawer(creditor)
Itmustbeacceptedbythedrawee(debtor)
Itmustbeacceptedunconditionally
Itmustbearappropriaterevenuestamps

NOTE:Abillofexchangebecomesameansofpaymentwhenitis
presented(discounted)tothebanksornegotiated.
AdvantagesofusingaBillofexchange

Theholdermaypassrightsonthebilltoanotherperson
Dateofpaymentisdetermined
Acceptancebythedebtormakesitlegallybinding
Thepayeemayreceivemoneybeforeduedatesbydiscounting

DisadvantagesofusingaBillofExchange
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Itmaybedishonouredonmaturity
Cashmaynotbereadilyavailableasbanksmaybereluctanttocash
billsfrom debtorsofdoubtfulfinancialbackgrounds
Itisanexpensiveform ofcreditasthecreditormaylosepartofthe
facevalueofbillinform ofdiscount

CircumstancesunderwhichaBillofexchangeisappropriate.
-Whenthecreditorwantstobeassuredthatthepaymentwouldbedone
-Wherethecreditorwantsmoneywhilethedebtorisnotabletoraiseit
beforetheendofthecreditperiod
-Wherethecreditorwantstousethedebttopayanotherdebt.

Promissorynote;Thisisadocumentinwhichadebtorpromisedto
payacreditoraspecifiedsum ofmoneyataspecifiedtime/date.

Featuresofapromissorynote
Therearetwopartiesi.e.thedrawer(debtor)andthepayee(creditor)
Thereisapromisetopay
Itiswrittenbythedebtortothecreditor
Itdoesnotrequireacceptancesinceitissignedbytheperson
committingtopaythemoney
Thewriter/makerisliableonthenoteashe/sheisthedebtor.

-Afterdrawingandsigningthepromissorynote,thedebtor(borrower)
sendsittotheseller.(Lender)
-Theseller/lendermaykeepituntilmaturityandthenpresentitfor
paymentormaydiscountitwiththebanksbeforematurity.
SimilaritiesbetweenaBillofExchangeandapromissorynote:

Bothactasevidenceoftheacknowledgementofadebt
Bothmaybediscountedorendorsedbeforematurity
Botharenegotiablei.e.canbetransferredfrom onepersonto
another
Botharelegallybinding
Bothallowforadequatetimewithinwhichtoorganizeforthe
paymentofthevalueofthebillornote.

Differencesbetweenapromissorynoteandabillofexchange:
Promissorynote BillofExchange

-Drawnandsignedbythe

debtor

-Drawnandsignedby

thecreditor

-Itdoesnotneedtobe

accepted

-Itmustbeacceptedby

thedebtorforittobe

valid
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-Thedraweranddrawee

areoneperson

-Thedraweristhe

creditorandthedrawee

isthedebtor

TheIOU
-IOUisanabbreviationof‘Ioweyou’
-Itisawrittenacknowledgementbyabuyerofadebtarisingfrom the
purchaseofgoodsandservicesoncredit.Itiswrittenandsignedbythe
buyerandsenttotheseller
-Iftheselleracceptsit,thenthebuyercanreceivegoodsandserviceson
credit.
ThoughtheIOUdoesnotusuallyindicatethespecificdateofpayment,
thebuyeracknowledgesthedebtandacceptsresponsibilitytopayata
suitablefuturedate
NOTE:TheuseofIOUisrestrictedtocommercialtransactionsinvolving
partieswhohavedealtwitheachotherforalongtime;hencetheyknow
eachotherwell.

Othermeansofpayment
Creditcards
Mobilemoneytransferservicese.g.M-pesa.
Creditcards(plasticmoney)

-Theseareplasticcardsthatenableapersontopurchasegoodsor
servicesoncreditfrom anybusinesswillingtoacceptthecard
-Theyarebothameansofpaymentandaterm ofpayment

Mobilemoneytransferservicese.g.M-pesa
-Thisisameansofmoneytransferservicesprovidedbymobilephone
serviceproviderstotheircustomers(subscribers)
-Itcanonlybeusedtotransfermoneybetweenpeoplesubscribedtothe
samemobilephonenetworke.g.from onesafaricom subscriberto
anothersafaricom subscriber,AirteltoAirtele.t.c
-Thesendermustregisterforthemoneytransferserviceandisissued
withaPIN(personalidentificationnumber)
-Whenmoneyissent,boththesenderandthereceiverwillreceivea
messageconfirmingthetransfer.
-Apersoncansendmoneyanytimeanywheresolongashe/shehas
valueinhis/herm-pesa,pesapapaccount.
-Eachmobileserviceproviderhasarangeofvaluethatcanbetransferred
usingthismethod.
-Asmalltransactionfeeischargesforthetransferi.e.forsendingand
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withdrawing

Benefitsofmobilemoneytransferservices
Confidentiality-ThesecretPINprotectsthevalueinthecustomer’s
account
Easeofuse-Theserviceiseasytouseastheagentsassiststocarry
outtransaction
Speed-Moneytransferisaninstantserviceconveyedtothereceiver
viatheshortmessageservice(SMS)
Convenience-Theserviceisconvenienttoboththesenderandthe
receiver,astheyonlyneedtogotothenearestagent(moneycanbe
sent/depositedorreceivedanywhere)
Accessibility-Theagentse.g.m-pesaagentsarelocatedinmost
partsoftownsandalsoinruralareas.Moneycanhencebesentand
receivedanywhereandanytime.
Affordability-Theservicechargesareverylowforregisteredusers
andveryaffordablefornonregisteredusers
Security-Relativelysecurewhenthesenderusesthecorrectphone
numberofthereceiver.

TERMSOFPAYMENTS
Thesearethevariousagreements/conditionsagreeduponbetween
sellersandbuyersregardinghowdebtsarisingfrom theirtransactions
shouldbesettled.Theseconditionsinclude;
-Howpaymentisexpected

-Whenpaymentisexpected
-Whatisincludedinthequotedpricee.t.c.
Termsofpaymentsarebroadlycategorizedintotwo;

Cashpayments
Deferredpayments(creditpayments)

-Thisclassificationdependsonwhethertheagreementistopayforthe
productsimmediatelyoratalaterdate.

CashTermsofpayments
Cashtermsofpaymentapplywhenabuyerisrequiredtopayforgoods
orservicesimmediatelybeforeorafterdelivery.Theyincludethe
following:

Spotcash-Thisiswherepaymentisdoneatthepointofpurchase.
-Mainlyusedinretailbusinesseswherecustomersarerequiredtopay
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astheygetthegoodsorreceivetheservice.
b) CashonDelivery(C.O.D)
-Thisiswherethebuyerpaysforthegoods(orservices)assoonasthey
aredeliveredtohisorherpremises.
c) Cashwithorder(C.W.O)
-Thisiswherethebuyerisrequiredtopayforthegoodswhenmakingthe
orderforthegoodsortheservices.
CircumstancesunderwhichC.O.DandC.W.Oareappropriate

Whenthebuyerisnewtotheseller
Wherethebuyer’screditworthinessisindoubt
Wherethesellerisoperatingmailorderstores(C.W.Oonly)
WhereC.W.OorC.O.Disthepolicyofthebusiness
Ifthecostofcollectingdebtsisconsideredhighbytheseller
Whenaselleristomakegoodsbasedonuniquespecification
providedbyaparticularbuyer(C.W.Oonly)
Wherethesellerwantstoavoidtyingupbusinesscapitalindebts.

d)Promptcash;Thisiswherepaymentshouldbemadewithinafewdays
(normallysevendays)afterdelivery.
-Promptcashperiodallowsthem toexaminethegoodsandcheckthe
invoicetocertifyitscorrections
ii) Deferredpayments
Thismeansthatgoodsorservicearenotpaidforinfullondelivery.They
areinsteadpaidinfutureinalumpsum orinseveralinstalments.
Theperiodwithinwhichabuyerissupposedtopaythesellerisreferred
toascreditperiodandisexpressedintermsofdays.
-Termsofpaymentsincredittransactionsareusuallyagreeduponbythe
sellerandthebuyerdependingon;

Capitalbase/financialstabilityoftheseller
Thenatureofthegoodssupplied
Therelationshipbetweenthebuyerandtheseller
Thecreditworthinessofthebuyer

-Indeterminingthecreditworthinessofabuyer,thesellerwillconsider;
a)Character-Thebehaviorofthebuyerintermsofhonesty,which
determinestheprobabilityofthebuyerhonoringhis/herdebtobligations
b)Capacity-Thebuyer’sabilitytopayasindicatedbypastbusiness
performancerecordsortheprofitabilityandthevalueofhis/herassets.
c)Capital-Thefinancialpositionofthebuyersbusinessorhowmuchthe
buyer’sbusinessisworth.
d)Collateral-Thesearethepropertiesofvaluepledgedbythebuyeras
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securityforthecredit
e)Condition-Theeffectoftheexistingeconomicconditionsonthe
buyer’sabilitytopayhis/herdebts.
FormsofDeferredpayments(creditpayments)

Opentradecredit/opencredit
-Undertheseforms,goodsandservicesaresoldtothebuyerwhois
expectedtopayforthem atafuturedateorwithinagivenperiod
-Thebuyermayalsoberequiredtopayforgoodsorserviceson
installments.
-Discountsmaybeallowedtoencouragethebuyertopayontime.
-Theownershipofthegoodspassestothebuyerimmediatelyafter
enteringthecontract.Thesellershouldhoweverensurethebuyerwillpay
by:

Ascertainingthecreditworthinessofthebuyer
Askingthebuyertoguaranteepaymentbysigningsomedocuments
e.g.billofexchange
Askingthebuyertohavesomeoneelsetoguaranteethepayment
Askingthebuyertopledge(mortgage)someofhis/herpropertyas
security

Factorstoconsiderwhengivingcredit
Creditworthinessofthebuyer
Repaymentperiod
Amountofgoodsthecustomerwants
Availabilityofadequatestock
Honestyi.e.reliabilityofthecustomer
Frequencyatwhichthecustomerbuysfrom theseller
Seller’sintentiontoattractandretaincustomers

NOTE:Nointerestisusuallychargedonopentradecredit.
Examplesofopentradecredit

Simplecredit(promptcash/personalcredit)
-Isaform ofcreditextendedtoatraderoracustomerforaveryshort
time,usuallynotmorethanaweek
-Itisacommonform ofcreditbetweenretailersandtheircustomers.
-Itisalsoreferredtoaspromptcashbecausepaymentismadewithina
shorttime.
ii)Monthlycredit
-Aform ofcreditextendedwhenasellerallowsthebuyertopay/settle
his/herdebtafteronemonth
-Thebuyercancontinuetakinggoodsfrom theselleruptotheendofthe
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month.
-Itisaform ofcreditusuallyallowedbyretailerstosalariedworkersfor
goodssuchasfooditemsandnewspapers
iii)BudgetAccounts
-Areusuallyoperatedbylargescaleretailerstoapprovedcustomers
-Theretailerkeepsanaccountofthecustomerinhis/herbooks
-Tooperatebudgetaccounts;

Adepositisrequired
Regularpaymentsaretobemade
Thereisamaximum amountofcredittobeallowed
Thecustomermaybechargedforanyspecialservicesgivenbythe
sellercalled“aftersaleservices”

iv)Tradecredit
-Thisiscreditgivenbyatradertoanothertraderwhengoodsarebought
forselling
-Paymentsforthegoodsismadeaftersellingthegoodsorwithinan
agreedperiodoftime
v)Creditcardfacilities
-Plasticmoney(creditcards)enablestheholdertoobtaingoodsand
servicesoncreditform specificsuppliers(peoplewillingtoacceptthe
cards)
-Theyalsoenabletheholderstoobtainmoneyfrom specificbanksand
otherspecifiedfinancialinstitutions
-Theyareavailabletoadultsofapprovedcreditworthiness
-Somecreditcardscanonlybeusedlocallywhileotherslikevisacards
canbeusedbothlocallyandinternationally.
-Whenacustomermakesapurchaseusingthecard,theseller
electronicallyverifiesthevalidityofthecardandwhetherthecredit-card
holder/customerhassufficientcredittocoverthepurchase.Ifalliswell,
thecreditcardcustomersignsaspecificform thathavebeenfilledbythe
trader.Suchformsareusuallyprovidedbythecardcompanytothetrader.
Thetraderandthecardholderretainacopyeachandtheothercopies
aresenteithertothecreditcardcompanyortothetrader’sbank.
-Therearetherefore3partiestoacreditcard;

Thecompanythatissuesthecards
Thecardholder
Thetrader

-Atregularintervals,thecreditcardcompanysendsastatementof
accounttoeachcardholdershowingtheoutstandingbalanceatthattime.
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Theoutstandingbalanceshouldnotbegreaterthantheallowedcredit
limit.
-Examplesofcompaniesthatissuecreditcardsinclude;Barclayscard,
AmericanExpress,AccesscardsandVisacards.

Advantagesofcreditcard
Theyaresafertocarryaroundthancash
Convenienttocarryaround
Enablestheholdertogetgoodsandservicesfrom specifiedsellers
withoutpayingimmediately
Someareacceptablebothlocallyandinternationally
Enablestheholdertogetmoneyfrom specifiedbanks
Increasescreditratingofanindividual

Disadvantagesofcreditcards
Toacquirethecreditcard,theapplicantisrequiredtohavean
establishedcreditrecord
Theholderischargedhighinterestratebythecardcompany
Itispronetoabusethroughfraud
Interestischargedifthereisdelayinpayment
Canonlybeusedbythosewhoare18yearsandabove
Holdermaybetemptedtooverspend
Theiruseislimitedtoonlyspecificareas(urbanareas)
Facesstiffcompetitionfrom othermeansofpaymentsuchas
cheques,moneyordersandpostalorders.
Onlyfewbusinessesacceptthecards
Longproceduresareinvolvedingettingthecards
Thecardscanonlybeaffectedbypeoplewithhighincome.
Hirepurchase

ToHire:Meanstousesomeoneelse’spropertyforapayment
Hirepurchase:Isamethodofhiringpropertywithanoptiontobuy.
-Theterm ofpaymentforahirepurchaseare;

Thebuyerpaysaninitialdeposit(downpayment)
Theremainingamount(balancedispaidinequalmonthlyinstallment
spreadoveranagreedperiodoftime
Theinstallmentspaidincludeinterestwhichusuallymakesthe
overallpricepaidrelativelyhigherthanwouldbethecaseifthe
goodswereobtainedoncashterms.

-Goodssoldonhigherpurchasearedurableandexpensivesuchas;
vehicles,furniture,electronicse.t.c
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-Thebuyercanonlypossesthecommoditybutnotownit.Therefore’the
buyercannotsellthegoodstoanotherpersonbeforeallinstallmentsare
paid
-Ownershipofthegoodsremainswiththeseller.Thegoodsare‘onhire’
tothebuyer.
-Aftercompletingthepayment(afterthelastinstallmenthasbeenmade),
acertificateisissuedtothebuyerasproofoftransferofownership
-Incasethebuyerfailstomakepayment/defaultsinpayment;theseller
canrepossessthegoods.Howeverifthebuyerhaspaidtwothirdsofthe
total/hirepurchasepriceatthetimeofdefaulting,thesellerhasnolegal
righttorepossessthegoods.
-Thesellercanonlyrecovertheremainingamountofmoneythrougha
courtaction
-Thesellermustdisplayboththecashpriceandthehire-purchaseprice
ontheitemstoenablethebuyerstodecideunderwhattermstheywant
tobuythegoods.
-Awrittenagreementhastobeenteredintobyboththesellerandthe
buyer.Theagreementsafe-guardstheintervalsofallofthem
-ExamplesofhirepurchasebusinessesoperatinginKenyainclude;Africa
RetailTraders(ART),Kukopesha,SingerandAmedo.
-Forsalariedpeople,thehirepurchasehasintroducedasystem wherethe
installmentsarededucteddirectlyfrom thebuyer’ssalaryeverymonth.
Thisiscalledthecheck-offsystem.Inthissystem,nodeposits/down
paymentsarerequired.Thebuyer’semployertakesupthedutyof
remittingthedepositstotheselleronamonthlybasis.
AdvantagesofHirepurchase
Tothebuyer

Thebuyeracquirespossessionanduseofgoodsimmediatelyafter
enteringintothecontract
Installmentstobepaidarepre-determined,sothebuyerknowsand
isabletobudgetforthisamount
Onecanacquireexpensivegoods/itemswhicharedifficulttogeton
cashterms
Paymentisspreadoveralongdurationoftimemakingit
convenient/suitsthebuyer’sincome
Raisesstandardsoflivingdespitelimitedresources

Totheseller
Thegoodsbelongstotheselleruntilthelastinstallmentispaid
He/shecanrepossessthegoodsincasethebuyerdefaultsin
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payments
Thesellerisabletomakemoreprofitduetohigherpricesinthe
longrun
Thesalesvolumeincreaseduetogreaterabilitybycustomersto
pay/morebuyersareattractedtohirepurchasetermsleadingto
moresales
Norefundispayabletoabuyerforgoodsrepossessedfrom him/her
Duetothecheck-offsystem,chancesofnon-paymentare
minimized.

DisadvantagesofHirepurchase
Tothebuyer

Thehirepurchasepriceishigherthanthecashprice.
Thegoodsbelongtotheselleruntilthelastinstallmentismade
Becauseoftheeasypaymentterms,thebuyermaybetemptedto
overspendwhichmightleadtofinancialproblems
Thevarietyofgoodssoldonhirepurchasetermsislimitedtothose
goodsthataredurable
Ifthebuyerdefaultsinpayment,thealreadypaidonesaretreatedas
hirechargesandarenotrefunded.
Goodsmayberepossessedifthebuyerdefaultsinpayment

Totheseller
Goodsrepossessedcanonlybesoldassecondhand
Thereisalotofdocumentationandfilingofinformation/records
Thecostofoperatingthebusinessisusuallyveryhigh
Therisksoflossonhirepurchasesalesarenormallyhighassome
buyersmaydefaultinpayment
Highamountofcapitalisneededtofinanceahirepurchase
business
Alotofmoneyisspentonrepairofdamagedgoods
Alotofcapitalistiedandheldinstockanddebts.
InstallmentBuying/creditsale(deferredpayment)

-Inthisform ofcreditselling,thebuyerisnotrequiredtopayadown
payment.Paymentforthegoodsismadeinequalinstallmentsspread
overaperiodoftime.Theseinstallmentscoverinterestandrelatedcosts
ofselling.
Otherfeaturesofinstallmentbuying

Theownershipandpossessionofgoodspassesontothebuyer
immediatelythefirstinstallmentispaid
Oncethegoodshavebeensold,theycannotberepossessedbythe
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sellerevenifthebuyerdefaultsinpayment.
Incasethebuyerdefaultsinpayment,thesellercanobtain
compensationthroughcourtaction.
Thereisawrittenagreementbetweenthebuyerandthe
seller(creditor)
Thebuyermaydisposeofthegoodsbeforepayingforthem fully
Canbeusedfornon-durablegoods
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