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BUSINESSSTUDIES

FORM ONE

CHAPTERONE

INTRODUCTIONTOBUSINESSSTUDIES

Definitionoftermsusedinbusinessstudies

Business–referstoanyactivitythatiscarriedoutbyanindividualoranorganization
concernedwithprovisionofgoodsandserviceswiththeaim ofmakingprofits

Businessstudies-itisthestudyoftheactivitiesthatarecarriedoutinandaround
production,distributionandconsumptionofgoodsandservices

Businessenvironment–thesearethebusinesssurroundingswhichmaybeinternal
orexternal

Goods–Theseareitemswhicharetangiblei.e.canbetouchedandfelte.g.furniture,
buildings,bread.Etc

Services–Theseareactionsoractivitiesthatmaybesold.Theyareintangiblee.g.
teaching,banking,hairdressingetc

Production–Itisthecreationofgoodsandservicesorincreasingtheirusefulness.
Itsdonebyproducerse.g.farmers.

Distribution–It’sthemovementofgoodsandservicesfrom theproducertotheuser.
Involvestransport,communicationetc

Consumption–Referstousingofgoods/servicemostlydonebyconsumers

Disciplinesinbusinessstudies

 Economics– it’sthestudyofhow humanbeingsstrivetosatisfyendless
wantsusingtheavailablescarceresources.Humanwantsarethedesiresthat
peoplestrivetosatisfyusinggoodsandservices.Resources–Thingsthatare
requiredinordertosatisfyhumanwants

 Commerce–Studyoftradeandaidstotrade.Tradeistheexchangeofgoods
andservicesforothergoodsorservicesorformoney.

 Accounting–It’sasystematicwayofrecordingbusinessactivitieswhichare
usedfordecisionmaking.

 Office practice – these are activities carried out in the office e.g.
communication,filling,reproductionofdocumentsetc.

 Entrepreneurship – It’sthe studyofactivitiesinvolved in the processof
identifyingabusinessopportunityandacquiringnecessaryresources.

Importanceofbusinessstudiesinthesociety

 Assistsmemberstorelatetheknowledge,skillsandattitudeacquiredtodayto
daybusinessactivities.
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 Equipmemberswithknowledgeandskillstostartandrunabusiness

 Assistsindividualsinappreciatingtheroleofbusinessstudiesinprovisionof
goodsandservices

 Makesthememberstoappreciatetheneedofgoodbusinessmanagement
practice.

 Assistindividualstoacquireselfdisciplineandpositiveattitudetowardswork.

 Equipsindividualswithabilitiestopromotecooperation

 Enablesindividualstounderstandtheroleofgovernmentinbusiness.

 Equipsindividualswith abilitiesto understand roleofcommunication and
moderntechnologytobusinessmanagement.

 Helpindividualdeveloppositiveattitudetowardstheenvironment

 Equipsindividualswithknowledgeandskillsrequiredtoevaluatebusiness
performance

CHAPTERTWO

BUSINESSANDITSENVIRONMENT

Themainpurposeofabusinessistomakeprofits.Toachievethis,abusinessneeds
to

 Satisfycustomerneeds

 Reduceoperatingcosts

 Strivetosurvivebycompetingfavorably

Typesofbusinessactivities

 Extraction– meansobtaininggoodsfrom theirnaturalsettinge.gmining,
farming,lumberingetc

 Processing ofraw materials– itischanging theform ofgoodswithout
combiningitwithothergoods

 Manufacturing–combiningdifferentrawmaterialstocomeupwithonefinal
producte.g.tableismadeofwood,glue,nailsandvarnish

 Construction–Rails,roadandbuildings

 Distributionofgoods– Spreadingofgoodsfrom themanufacturerstothe
users.Donebydistributors

 Trade–Buyingandsellingofgoodswiththeaim ofmakingprofits.Doneby
traders
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 Provision ofservices– Selling servicesto consumerse.g.hairstylist,car
washers

Businessenvironmentsandtheireffects

Internalandexternal

Internalenvironment

 Mayeitherbestrengthsorweaknessesofthebusinesse.g.skilledmanpower.

 Itisalsocalledmicroenvironment

Theyinclude:-

 Businessstructure

Thisistheformalarrangementoftheactivitiescarriedoutatvariouslevelsofthe
organization.Awelllaidbusinessstructurewouldleadtosuccessbecause:-

 Eachemployeeknowswhatisexpected

 Noconflictorconfusions

 Team workisenhanced

 Propercontrol–promotesefficiency

 Resources

Aresourceissomethingthatcanbeusedtoachieveanobjective.Thefollowingare
someoftheresourcestoabusiness

 Humanresource

Employeesinabusinessprovidehumanresource.Abusinesswithqualifiedhuman
resourceismorelikelytodowell.

 Financialresources

Abusinesswithadequatefinancesismorelikelytodobetterthanonelackingsuch
aspects.

 Physicalresources

Thesearetangiblefacilitieswhichbelongtoabusinesse.g.buildings,machinery,
furnitureandstock.

 Technology

Thesearetheskillsandmethodsusedinproduction.Abusinesswiththerelevant
technologyismorelikelytosucceed.

 Businessculture

Businessculturesarisefrom thecombinationofemployeesexpectations,beliefsand
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valueswithinthebusiness.A cultureofinvolvingemployeesindecisionmaking
alwaysdoesbetter.

 Owner

Heprovidesfinancesandmakesdecisionsconcerningoperationsofthebusiness.

ExternalBusinessEnvironment

 Alsocalledmacroenvironment–largeinscale

Theyinclude:-

 Economicenvironment

Thesearefactorsthataffectthebuyers’abilitytobuygoodsandservicesofferedbya
businesse.gcharges,taxes,ratesetc

 Demographicenvironment

 Includesfactorsinpopulationchange–size,distribution,age,density,birthand
deathrates

 Agrowingpopulationprovidesmarketforgoodsandservices

 Ageandsexdistributionshapethelineofbusinesswhilebettereducationand
jobsforconsumerswouldimprovetheirtasteanddemandforqualitygoods
services

 Legal–politicalenvironment

Thegovernmentcloselymonitorsandpasseslawsandpoliciestoregulateactivities.
Tradersmayopttoinvestinsomeareasbecauseoflowertaxesornortaxes

Manufacturesoffoodstuffsarerequired to includeexpirydatesto theirgoods.
Politicalstabilityalsocreatesaconduciveworkingbusinessenvironment

 Technologicalenvironment

Technologyreferstolevelofknow-how,efficientuseoftoolsandequipmentsand
otherresources.Advancementintechnologywouldleadtobetterqualityofgoods
beingproduced.

 Culturalenvironment

Cultureisthenormsthatregulatethebehaviorofpeopleinsociety.Includescustoms,
beliefsandvalues.Dictateshowpeopleliveandproductstheyconsumee.g.Muslims
andpork.

 Competitiveenvironment

Firmstryingtooutdoeachotherintheirendeavorstomaximizeprofits.Competition
canetherbegenericorenterprise.

Genericcompetitionreferstocompetitionwheretheproductsareusedforthesame
purposethoughtheproductsaredifferent.E.g.cinemasanddiscosarecompeting
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form ofentertainment.

Enterprisecompetitionisfoundwereproductsaresimilartothoseoftheotherfirm.
E.galocalshoemanufacturingcompanycompetingwithimportedshoes.

 Physicalenvironment

Includesfactorssuchasclimateandinfrastructuree.g.roads,watersupply,electricity,
banksetc
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CHAPTERTHREE

SATISFACTIONOFHUMANWANTS

Humanwants

 Thesearedesiresthatpeoplehaveorstrivetosatisfye.g.thirstisadesirefor
drink

 Goodsandserviceprovidebythebusinessareintendedtosatisfyahuman
want.

Classificationofhumanwants

 Basic/primarywants/needs

 Arethenecessitiesthatareabsolutelyvitalforthehumansurvival

 Theyincludefood,shelterandclothing

 Theymustbesatisfiedfirstbeforeonethinksofsatisfyingtherest

 Lackofbasicneedsmayleadtodeath

 Secondarywants

 Are needs one can do withoutbutare desired to make life more
comfortable

 Theycanbecategorizedintocomfortsandluxuries

 Comfortsimproveoneslivingstandardsbeyondthestatusofmeresurvival
e.g.furniture,medication,education,utensils,transportetc.

 Luxuriesaregoodsthatprovideexcessivecomforte.g.cars,watches.
Luxuriesareforprestigepurposes

Characteristicsofhumanwants

 Unlimited-Humanwantsaresomanythattheycanneverbesatisfied.They
areinsatiable.

 Varied.Theychangewithfactorslikeage,gender,income,geographical
locationandsocialstatus.

 Competitive.Theycompeteagainsteachotherforsatisfactionusingthe
limitedgoodsandservices

 Complimentary.Satisfactionofsomewantsautomaticallyleadstocreation
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ofotherwantse.g.whenyoupurchaseacellphone,youwillautomatically
needairtime.

 Repetitive.Aftersomewantshavebeensatisfiedonce,theyrecurthereby
creatingtheneedtosatisfythem again.

 Habitual.Somewantsresultintheformationofcertainhabitse.g.useof
certainbrandsoftoothpaste,perfumes,bodylotionandbeveragesbased
onhabits.

 Universal.Humanwantsareexperiencedbyeveryhumanbeingwithout
exceptionwhethertheyaresatisfiedornot

 Varyinintensity.Differentwantshavedifferentpriority

Challengesfacedinthesatisfactionofhumanwants

 Humanwantsaretoomanyandvariedtosatisfyfully

 The resources needed forthe satisfaction ofhuman wants are never
enough

 Resourcesarescarce

 Peoplemustcontinuallylookforfreshresourcestosatisfyrecurringwants

 Humanwantschangewithtime,ageandgender

Goodsandservices

 Goodsaretangiblevisibleobjectsthatcanbeusedtosatisfyhumanwants

 Services are intangible efforts oracts thatcan satisfyhuman wants.
Servicescannotbeseeni.e.notvisible

Goodscanbecategorizedasfollows

 Freegoodsandeconomicgoods

 Freegoodsaregiftsofnaturee.g.sunshine,rain,oceans

 Theyhaveutilitybutnomonetaryvalue

 Economicgoodsarescarceinsupplyandhavemoneyvaluee.g.TV,books,
mineralsetc

 Producerandconsumergoods

 Producergoodsareusedinproducingother.Theyarealsoknownascapital
goodse.g.machines,equipmentsandtools.

 Consumergoods are readilyusable bythe finalconsumer.E.g.food,
clothing,furniture,cosmetics,medicineetc

 Perishableanddurablegoods

 Perishablegoodsgobadeasilyunlessstoredusingveryspecialfacilities
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e.g.meat,milk,vegetables,tomatoes.

 Durablegoodscontinuegivingservicesforalongtimeandcanbespoiled
byagentssuchaswearandteare.gradio,furniture,buildings,

 Publicandprivategoods

 Public goods belong to no one in particularbutare owned by the
governmentorbyallofuscollectivelye.g.roads,airports,rivers,public
hospitals,publicparks,railways,churchesetc.

 Privategoodsareownedbyprivateindividualsintheirprivatecapacities
eithersinglyorasagroupe.g.personalcars,privateschoolsetc.

 Intermediategoodsandfinishedgoods

 Intermediategoodsareusedasinputs/rawmaterialstobeprocessedintoa
moreusefulform.E.gsisal,sugarcane,wood,cottonetc.

 Finished goodsarefinalproductsthatcomeoutofprocessing in the
requiredform (output)e.gflourfrom maizeorwheat,dressfrom cotton.

 Materialgoodsandnonmaterialgoods

 Materialgoodsarecommoditiesthataretangiblee.gfood,books,chairs,
vehicles,shoes

 Non-materialgoodsareintangiblee.g.teaching,nursingetc

Differencesbetweengoodsandservices

Goods Service

 Aretangibleiecanbeseen,touched
orfelt

 Are intangible i.e.cannotbe seen
touched

 Notalwaysexhaustedduringuse  Alwaysuseduporexhaustedafter
everyact

 Identical goods can be created
throughmassproduction

 Aredifficulttomakeidenticalsince
theyvaryovertomeandprovider

 Thepricepaidisforthepossession
orownershipofthegood

 Pricepaidistheeffectoftheactor
theeffort

 Surplus goods can be stored for
latteruse

 Cannotbe provided in excess and
onceprovidedcantbestoredlater

 Are easily separable from the
producers

 Areinseparablecantbe

Economicresources

 Theseareinputsneededintheproductionprocessinordertoproducewhatis
requiredtosatisfyhumanwants.

 Theyarethemeansbywhichproductionandprovisionofgoodsandservicesis
madepossible.
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Typesofeconomicresources

Naturalresources–Aregiftsofnaturee.g.land,naturalforests,rivers,oceansand
minerals

Artificialresources–Aremanmaderesourcese.g.machinery,tools,tarmacroads,
dams,railwayslinesetc

Humanresources–Referstomentalandorphysicaleffortsrenderedbypeopleto
organizationsortootherhumanbeingsinproducinggoodsandprovidingservicese.g.
nurses,teachers,painters,drivers.

Economicresourcescanbedividedinto

 Renewableresources

 Non-renewableresources

Renewableresourcesarethosewhosesupplycanberestoredandifnot,creating
goodsandservicesisreducedanditmaystopaltogether

Non-renewableresourcesarethosewhosesupplycannotbestoredafteruse.Using
theseresourcesleadstotheirexhaustionsoonerorlatter

Exampleofrenewableandnonrenewableresources

Renewableresources Non-renewableresources
Wood Coal
Naturalrubber Buildingstones
Wool Gravel
Silk Iron
Leather Aluminium
Solarenergy Gold
Hydro-electricpower Lead
Windpower Naturalgas
Sodaash
Vehicle

Characteristicsofeconomicresources

 Theyarescarce

 Theyhavemonetaryvalue

 Theyareunevenlydistributed

 Theycanbeusedtocreategoodsandservice

 Theycanbecombinedtogetherindifferentproportionstocreategoodsand
services

 Theycanbetransformedfrom onepartytoanother

Scarcity,choiceandopportunitycost
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 Scarcityisusedtodescribethelimitednatureofeconomicresources

 Choiceidtheactofdecidingwhatwantstosatisfyfirstwiththescarceorin
adequateresourcesavailable.Choiceismadewithalistofscaleofpreference
whichisalistofunsatisfiedwantsarrangedinorderofpriority

 Opportunitycostisthevalueofthebestforegonealternative.Therealcostof
satisfyinganywantisthealternativethathastobeforegoneinordertodoso

CHAPTERFOUR

PRODUCTION

It’sthecreationofgoodsorprovisionofservicestosatisfyhumanwants

Itinvolvesactivitiesoftransformingofmaterialsintofinishedgoods,transportation
andstorage

Utility

Utility_-istheabilityofagoodorservicestosatisfyhumanwants.

Typesofutility

Form utility–thisischangingtheform ofacommoditybyconvertingrawmaterialsto
finishedgoods.e.g.sugarcanemaybeconvertedintosugar

TimeUtility-thisiscreatedwhenagoodisstoreduntilitisappropriatetimetouseit.
Example,storingfoodstuffintheschoolstoreduringtheholidaytousewhenthe
schoolopens.

PlaceUtility-thisisbridgingthegeographicalgapbetweentheproducerof
commodityanditsconsumersthroughtransportation.Example,transportingbooks
from abookshoptotheschool

PossessiveUtility-thisreferstothetransferofownershipofgoodandservicesfrom
onepersontoanotheritmaybedonethroughtrade.Example,ownershipofbreadmay
betransferredfrom acanteenownertoaconsumerwhenthecustomerbuysit.

Typesofproduction

DirectandIndirectProduction

Directproduction(subsistenceproduction)
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Istypeofproductionfrom onesownpersonalconsumption

CharacteristicsofDirectProduction

 Goodsandservicesareoflowqualityandquantity
 Leadstolowstandardsofliving.
 Encouragesindividualism
 Canverytiring
 Doesnotencourageinventionandinnovation
 Noonehastheabilitytoprovideallthathe/sherequires

b)Indirectproduction

Productionofgoodsandservicesforsale

CharacteristicsofIndirectProduction

 Leadhighqualityandquantitygoods.
 Productionwithaviewofexchange.
 Itresultsinsurplusproductionofgoodsandservices

LevelofProductionandRelatedOccupation

PrimaryLevel

 Thislevelisalsocalledextractivelevel,involvesextractionofgoodsfrom their
naturalsetting.

 Theproductscanbeusedinthestatetheyareorcanbeprocessedtomake
them moreuseful.examplewater,mining,fishing.Lumberinge.t.c

SecondaryLevel

 Involvestransformationofrawmaterialsintofinishedproductsormoreuseful
productsincluding;manufacturinge.g.foodprocessing,Constructione.g.
houseandroads

TertiaryLevel

 Involvesprovisionofservices.Dividedintocommercialanddirect

Commercialservices

Activitieseithertradeorconsisttradetotakeplacee.gwholeselling,retailing,banking.

DirectPersonalService

Servicerenderedbyindividualdirecttotheconsumere.gnursingteachingandlegal
service.

FactorsofProductsandTheirRewards

Areresources/agentsrequiredinproductione.g

 Land

 Labour
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 Capital

 Entrepreneurship

Land

 Naturalresourcee.g.minerals,soilsetc

 Theyareallthenaturalresourcesbeloworabovetheearthsurface.

 Therewardsarerent,rateorroyalty

CharacteristicsofLandasaFactorofProduction

 Itisabasicfactorofproduction,thatis,productioncan’ttakeplacewithoutit.
 Itssupplyisfixedthatis,wecannotaddmoreearthserviceontowhatnature

hasprovided.
 Itlacksgeographicalmobilityi.eitcannotbemovedfrom onegeographicalto

another.
 Qualityisnothomogeneous.Productivityofonepieceoflandwillhave

differentlevelsoffertility,mineraldeposits,soiltexturesandvaryingclimate
conditions

 Productivityoflandcanbeincreasedbyincreasingqualityandquantityof
capital

 It’ssubjecttothelawofdiminishingreturn.
 It’sanaturalresource

Labour

 Humaneffortsareappliedinproductioneitherphysicalormental
 Notallhumaneffortislabour.Forittobecomelabouritmustbeaimedat

productionandbepaidfor.
 Rewardsarewagesandsalary.
 Labourmaybeskilled,semiskilledorunskilled.Whichisdeterminedbythelvel

ofeducation,trainingandexperience

Capital
 Referstoalltheartificialresourcesusedintheproductionofgoodsand

services
 Therearetwotypesofcapitalnamelyfixedandoperating/circulatingcapital
 Fixedcapitalarethingsthatstayinabusinessalmostpermanentlye.g.

machinery,buildings,vehicle,furnitureetc
 Working/circulatingcapitalgetsusedupeverytimeitsappliedinthe

productionprocesse.g.rawmaterialandmoney.
 Capitalisrewardedinform ofinterest

Entrepreneur

 Thisisanindividualwhoidentifiesabusinessopportunity,devotesthefactors
ofproductionandstartsabusinessventurewhichmayinvolvethecreationof
goodsandservice

 Theentrepreneurpaysfortheservicesofalltheotherfactorsofproduction
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 Hemakesimportantdecisionsinbusinesse.gs/hedecideswhattoproduceor
sell,howmuchtoproduceorsellandwhatmethodstoapplyintheproduction
process.

 Therewardforentrepreneurisprofit

Divisionoflabourandspecialization

Divisionoflabour

 Thisoccurswhentheproductionprocessissplitintomanystagesor
operations

 Eachstageinvolvesaspecialtaskperformedbyoneorgroupofworkers.For
example,inclothemakingfactory,theproductionprocessisorganizedinsuch
awaythateachworkerperformsanlyasmallpartofthewholeoperation.
Somecuttheclothmaterial,othersjoinorsewthem together,othersfixing
buttonsetc

Specialization

 Thisoccurswhenoneworkerperformscertainspecifictasksofajob

 Itensuresthatworkersconcentrateondoingthosejobswhichtheyarebest
suitedintermsofskills,qualificationandexperience

Advantagesofdivisionoflabourandspecialization

 Workersskillsareenhancedbecauseofperformingrepetitivetasks,resultingin
creationofexperts.

 Workerssufferlessfatigueastheyconcentrateondoingonetaskinoneplace

 Newtalentsandinventionsaredevelopedasworkersperform repetitivetasks
henceonecandetectandcorrectweaknessesinthetechniquesused

 Workisdoneatafasterrateduetorepetitivenatureoftasksandreduced
movementofworkersfrom onestationtoanother

 Goodsandservicesproducedareusuallyofhighqualitysinceskillsofworkers
arematchedwithtasks

 Useofmachinesismadepossibleleadingtostandardizationofproductsand
lowerproductioncost,whichinturnleadstohigherprofits

 Overalloutputincreasesbecauseworkisdoneatfasterrate

 Planningandmanagementofworkersbecomeseasywhichincreases
efficiencyinorganization

Disadvantagesofdivisionoflabourandspecialization
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 Workersmaysufferfrom boredom duetomonotonyofdoingthesamething
repeatedly

 Individualworkerscannotidentifythemselvesinthefinalproductssince
workersperform onlysmallpartofthewholeprocess

 Incaseoflossofjobs,suchworkersfinditdifficulttogetnewjobsbecause
theyarespecializedinaparticularfieldonly.

 Leadstointerdependencebetweencountries,businessesorindividualswhich
mayleadtoshortageofgoodsandservicesespeciallyintimesofconflictor
naturalcalamities

 Useofmachinesmayreduceemploymentopportunitiesbyreplacingmanual
labour.

 Workerseventuallyloseskillsowingtotheover-dependenceonmachines

 Duetospecialization,problem atonestagecandisruptthewholeproduction
process.

Mobilityoffactorsofproduction

 Thisisthemovementorthetransferofafactorofproductionfrom one
geographicalareatoanotheroform oneoccupationtoanother

 Horizontalmobilityisthemovementfrom oneofficetoanotherinthesame
capacity

 Verticalmobilityisthemovementfrom onegradetoanotherinthesame
occupation

 Landlacksgeographicalmobilitybuthighlyoccupationallymobile

 Capital–fixedcapitallacksgeographicalmobilityandoccupationalmobility.
Equipments,toolsandmoneymaybegeographicallyandoccupationallymobile

 Labour–it’sthemosthighlymobilefactorofproductionwhether
geographically,occupationally,horizontallyorevenvertically.

Factorshinderingmobilityoflabour

 Naturaltalentandabilitydifferfrom oneindividualtoanother

 Traininginvolveddforonetoacquireskillsinnewoccupationscanbelengthy
andexpensive

 Someorganizationshavestrictregulationsbarringnewentrantsfrom joining
theseprofessionse.g.law,medicineandarchitecture

 Somejobsthoughnotwellrewardinghavebettertermsofserviceandpension
schemes
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 Adverseclimaticconditionscausediscomfortanddiseasediscouragepeople
from changinggeographicallocations

 Ignorancebyworkersonavailablejobopportunities

 Geographicaltransferinvolvestransportcosts,changingresidenceandschool
ofoneschildren

 Securityandpoliticalstabilityofgivenregion

 Socialtiesthatbindonetohis/hercommunity

 Languagerulesonimmigrations

CHAPTERFIVE

ENTREPRENEURSHIP

Theprocessofidentifyingabusinessopportunityandgettingnecessaryresourcesto
startandrunabusiness.

ENTREPRENEUR-Apersoninvolvedinentrepreneurship

Importancetotheeconomy

 creationofemployment
 formationofcapital
 reducingruralurbanmigration
 raisingstandardsofliving
 savingimport
 improvinginfrastructures
 reducingforeigndominance
 makinguseoflocalresources
 promotionoftechnology
 promotionofentrepreneurialculture

Characteristicsofanentrepreneur

1.Desiretoarchive
2.Abilitytosolveproblems
3.Readinesstotakerisk
4.Initiative
5.Timeconsciousness
6.Creativityandinnovation
7.Independence
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8.Selfconfidence
9.Persistenceandpatience
10.Seekinformation
11.Conceptbeforehighqualityproducts
12.Commitmenttowork
13.Desireforfeedback

BusinessIdea
Iswhatiscookinginthemindofanentrepreneurconcretingonprospectivebusiness
concept;

1.Product
2.Market

3.Location
4.Management
5.Objectives

Sourcesofideas
 newspapers
 showsandexhibitions
 magazinesaltitude
 hobbies
 vocationaltraining\experience
 surveys
 wasteproducts
 listeningtowhatpeoplebuy
 sportingamarketgap

Businessopportunity

Afavorablechancethatentrepreneurconceptsforinvestments.Existwerethereisa
gap.

 Inavailabilityofproducts
 Qualityproduct
 Insufficientquantities
 unaffordableprices
 poorservices

PersonalConsiderations

 Objectives
 Skills
 Commitment
 Interests

BusinessConsiderations

 Availabilityofmarket
 Technology–appropriation

--Cost

-Sufferingincaseofoutdated
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C.Rawmaterials–qualityandquantityprices

D.Governmentpolicy–requirementbeforestartingthebusiness

E.Others–amountofcapital

-Levelofcompetition

-Difficultiesinmarketing

-Expansionpossibilities

-Security

-Levelofdevelopment

BusinessPlan

Adocumentthathighlightstheobjectivesofthebusinessandstepstobefollowedin
ordertoachievetheobjectives

 Nameofbusiness
 producttobesold
 personaltomanage
 capitalneeded
 markettobeserved
 typeofemployees
 projection
 summaryofplan

Needforabusinessplan

 Avoidmistakes
 identifyingstrengthandweakness
 requirementbyfinancials
 determinationofamountoffinance
 Allocationofresources
 motivatingfactors
 adoptability

ToolsForControl

Factorsinfluencingentrepreneurpractices

 Governmentpolicies
 infrastructure
 levelsofeducationandskills
 availabilityofmarket
 availabilityofresources
 culture
 competition
 politicalstability
 naturalfactors

CausesofBusinessSuccess
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 Abilitytomanagepeople

 Hiring–Processofacquiringnewemployeestotakeupnewpositions
ortobereplacedemployeeswholeftthebusiness

 Assigningduties–allocatingemployeesdutiesaccordingly
 Properlocation–availabilityofcustomers
 Availabilityofrawmaterials.
 Adequatefinance
 lackofcompetition
 commitmentofthebusiness
 propermanagementofresources/finances
 properdebtmanagement

EthicalIssuesinBusiness

Ethics–setofvaluesandprincipleswhichinfluencehowindividualgroupsofpeople
andsocietybehave

BusinessEthics–dealswithhowsuchvaluesaffectbusinessoperation

Whyshouldwehavebusinessethics?

 Createfairnessincompetition
 ensurefairplay
 ensuresnodiscriminationinbusiness
 ensuresprotectionoftheenvironment
 ensuresemployeesrightsareupheld
 avoidpollution
 avoidconsumeexploitation
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CHAPTERSIX

THEOFFICE

An office is a place,a room ora building setaside in an organization where
communication,secretarial,accounting,administrationandclericalworktakeplace

Functionsofanoffice

 Receivingandrecordinginformation

Theofficereceivesinformationbysuchmeansaletters,telephonecalls,orders,
invoices,facetofaceconversationandreports.Informationmayberecordedand
stored

 Distributionofinformation

Thisispassinginformationtotheofficersconcernedforimplementationoraction.

 Mailing

Itisanofficewhereout-goingcorrespondenceandparcelsfrom variousdepartments
areprocessedanddispatched

 Reproductionofdocument.donethrough:-

Carboncopying

It’samethodusedtoobtaincopiesusingcarbon.Convenientwhengettingalimited
numberofcopies

Advantagesofcarboncopying
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 Convenientespeciallywherefewcopiesarerequired

 Cheap

 Nospecialtrainingrequired

Disadvantages

 Notconvenientformanycopies

 Copiescouldbemisaligned

 Poorquality

 Difficultto produce differentcolours copies ofphotographs cannotbe
reproduced

Duplicating

 Processofreproducingascopyorassuccessionofcopiesfrom amastercopy

 Usedwhenmanycopiesaretobeproduced

 Canbethroughinkduplicatingorspiritduplicating

Inkduplicating

 Reproducingusinginkduplication

Advantages

 Cheapwhenmanycopiesneeded

 Errorscanbecorrected

 Permanentcopiesofgoodquality

 Fast

 Stencilcanbestoredtobereused

Disadvantages

 Expensivewhenfewcopiesrequired

 Timeconsuming

 Onlycoarseabsorbentpaperisusedhencenotsuitableforqualitycopies

 Separatedrunsrequirediftwoormorecoloursareneeded

Spiritduplicating

 Methodofduplicatingwhereaspiritduplicatorisused
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Advantages

 Economicalwhenfecopiesneeded

 Copiescanbeproducedunseveralcolors

Disadvantages

 Notsuitableformanycopies

 Copiesfadeoutwithtime

 Expensive

 Photocopying

 Reproductionofanexactcopyofanoriginaldocumentbyuseofphotocopier

Advantages

 Cheapiffewcopiesneeded

 Quickerthanduplicatingorprinting

 Nospecialtrainingneed

 Copiesproducedofhighquality

 Coloredcopiesalsoavailable

 Noneedforcomparisonwithoriginal

 Nopollution

Disadvantages

 Expensiveforlargenumberofcopies

 Copiesfadeovertime

 Onlyselectedcolourcanbecopied

 Convenienthenceeasilymisused

 Cannotbeusedwithoutelectricity

 Printing

Methodofproducingdocumentsusingeitherprintingmachineormechanicalmeans.
Themethodsofprintingcanbeclassifiedonthetypeofprintingmachinesandthe
typeofdocumentstobeproducedasfollows:-

Computers

 Copiescanbeproducedusingaprinterattachedtoacomputerinformationis
justfedandthecomputeridinstructedtoprint
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Advantages

 Highqualitycopies

 Differentcolorscanbeproduced

 Convenientformanycopies

 Nopollution

Disadvantages

 Expensive

 Trainedpersonnelrequired

 Electricityisrequiredtooperate

Stencil(screen)printing

 Methodofprintingwhereascreenisused

 Thescreeniscutmechanicallyorbyuseofmachine

 Themethodisusedtoprintlargeandirregularsurfacesthatcannotbefedina
machinewidelyintextileindustries

Advantages

 Cheap

 Littletrainingrequired

 Adaptable

 Canbeusedtoproducevarietyofcolours

Disadvantages

 Poorquality

 Massproductionisdifficult

Offsetlithography

Wheredocumentsarereproducedusingaprintingmachine.Thedocumenttobe
reproduced is filmed using a camera.Lithography is mainly used forprinting
documentssuchasbooks,filesforms,certificatesandalsotoprintonplastic,metals
andcloth

Advantages

 Documentsproducedareofhighquality

 Appropriateformassproduction

 Differentcolorcanbeproduced
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Disadvantages

 Initialandmaintenancecostsofmachinesarehigh

 Trainedmanpowerisrequired

 Pollutestheenvironment

 Printingismainlydoneonpaperwhichisobtainedfrom trees.Thismayleadto
deforestation

Filing

 Filingistheprocessofclassifyingandarrangingofdocumentsandrecordsfor
easyretrivalbyofficestaff

 Informationreceivedinanorganizationisstoredmainlyinfiles.Thisensures
thatinformation/documentsaresafe,neatandtidy.

 Filingenablesofficestafftolocatedocumentswhichtheymayneedeasily,
convenientlyandquickly.

Characteristicsofgoodfilingsystem

 Simplicity–Shouldbesimpletounderstandandoperate

 Compactness-shouldoccupylittlespace

 Suitability–Appropriatetotheneedsofthebusiness

 Classification–filesshouldbenamedandnumberedtomakeiteasytokeep
andretrievethem

 Elasticity– system shouldbeflexible,thatiscaterforfuturechangesand
expansion

 Safety–Documentsshouldbesafe

 Economical–Filingsystem shouldnotbeexpensivetostartandtomaintain

Roleoffiling

 Documentsareprotectedfrom lossanddamage

 Itaidsinofficetidinessandefficiency

 It’sanimportantaidtomemory

 Ensuresinformationisstoredsystematicallyandthuscanberetrievedeasily

Safeguardingandcontrollingorganizationsproperty
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Theofficeformulatessystemsandpoliciesregardingassets,keepingrecordsoftheir
movementorusage,issuingdirectivesontheiruseetc.

Communication

Communication is the passing of information from one person to another.
Communicationfrom withinandoutoftheorganizationgoesthroughtheoffice.

Officelayout

 Referstotheoutlook,arrangementandpositioningoffurnitureandequipment
inanoffice.

Typesofofficelayout\

Openlayout

Thisisalargeroom whereallstaffwork,butaregroupedaccordingtothetypeof
worktheydoforexampleasfoundinmanybanks.

Advantagesofopenofficelayout

 Easysupervisionofworkers

 Constructioncostislowbecausepartitionsarefew

 Easylocationofworkers

 Staffmovementisminimizedthussavingtimeonpassingcommunication

 Workers make good use ofoffice machineryand equipmentsince close
supervisiondiscouragesthem from misusingthem

 Maintenancecostislow

 Floorspaceissaved

 Itscheaptodecorate

Disadvantages

 Disruptionfrom colleagues

 Seniorworkersnotplacedinareasofprivacyanditbecomesdifficultto
communicatewithjuniors

 Untidyandun-businesslikeappearance

 Overcrowding,airconditioning,lightingandheatingintheroom maynotne
conducivetoall.

 Thereisnoisefrom machines

Enclosedoffice

Thisofficeisnormallyoccupiedbyonepersonortwousuallyhavingtheirnamesand
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designationpinnedonthedoor

Advantages

 Thereisprivacyforconfidentialdiscussion

 Thereislessnoise

 Conduciveworkingenvironment

 Conferstatusontoplevelstatus

 Easiertomaintainthanopenoffice.

Landscapeofficelayout

 Similaropenofficelayoutbutofhigherstandardsintermsoflook,furnitureand
otherequipments

 Seniorofficersoccupyhigherplatformsforeasysupervisionofjuniorofficers

Advantages

 Promotesteam work

 Promotessharingofofficeequipments

 Easysupervisionofworkers

 Lowmaintenancescost

 Easylocationofworkers

 Discouragesabsenteesofemployees

 Decorationsprovideattractiveandconduciveworkingenvironment

Officeequipment

Thesearefacilitiesusedinanofficetomakeworkeasierandefficient

Roleofofficeequipment

 Speedupandsimplyworkthatistimeandlaborsaving

 Enhanceneatnessandaccuracy

 Ensuresecurityofdocuments

 Providescomfortableworkingenvironment

Thefollowingaresomeoftheofficeequipment

 Guillotine–Usedfortrimmingdocumentstotherequiredshapes

 Paperpunch–Tomakeholesinpapersforfiling
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 Staplingmachine–Forpinningpaperstogether

 Stapleremover–Toremovepinsfrom paper

 Foldingmachine–Foldinglettersandsealingenvelopes

 Frankingmachine–Forprintingpostageimpressiononenvelopes

 Addressingmachine–Forprintingaddressesonmail

 Sortingmachine–Forsortingletter

 Letteropener–Foropeningletters

 Composite – To fold documents,place them in envelopes and sealthe
envelope

 Typewriter–Fortypingletters,reports

 Dictating machine – For making short hand dictations and recording
informationontapes

 Papershredders–Cuttingunwanteddocumentsintotinypiecestoavoidthem
gettingintowronghands

 Duplicatingmachine–Reproducingdocumentsfrom amastercopy

 Telephones–Usedtosendandreceiveverbalmessagesbetweentwopeople

 Teleprinter–Forprintingmessageswhicharetelexed

 Facsimile – Used to transmitprinted messages such as letters,maps,
diagramsandphotographs

 Photocopiers/Printing machines/Stencilduplicator– Used to reproduce
documents

 Cashregister–Preparingcashreceipts

 Calculatingmachines–Calculating

 Computers–forperformingcomplexcalculation/documentprocessing

 Moneycountingmachines–forcountingcoinsandnotes

Advantagesofofficemachines

 Theyarelaborsaving

 Theyaremuchfasterandthussavetime

 Accurate

 Producepresentableoutput

 Machinesassistinreducingfraud



PreparedbyMburuguken 27

 Providesuniformityofoutput

Disadvantagesofofficemachines

 Initialcostandmaintenancecostishigh

 Breakdownmayleadtostoppageoftheproductionprocess

 Machinecontributetounemployment

 Machines maybecome outdated forcing the organization to acquire new
machines

 Somerequiretrainedmanpowerwhomaybedifficulttorecruit,andattimes
trainingunskilledstaffcanbeexpensive

 Specialstationaryandothermaterialmaybenecessary

 Carelessnessofworkersmayresultintoenormouswastageofresources

Officestaff

Isateam ofemployeeswhoworktoachievetheorganizationsgoals.maybedivided
intothregroupsnamely:managerial,juniorandsubordinate

Managerialstaff

Theyreinvolvedinformulating,implementingpoliciesandsupervisingtheactivitiesof
theorganization

Juniorstaff

Areeitherskilledorsemiskilled.

Subordinate

Unskilled employees who perform non-specialized duties such as cleaning and
deliveringmessages

Officestaffandtheirduties

Manager

 Thisisasenioremployeeinanorganization

Thedutiesofamangerare:-

 Controlsalltheactivitiesoftheorganization

 Responsibleforcoordinatingofalltheactivitiesoftheorganization

 Responsibleforstaffing

 Provisionofresourcesrequiredbytheorganization

 Planningtheworkandthetimescheduleinanorganization



PreparedbyMburuguken 28

Companysecretary

Thisissenioremployeeoftheorganization.

Duties

 Responsibleforlegalmattersofacompany

 Takesdownminutesatannualgeneralmeetings

Accountant

Aseniorofficerwhodealswithallfinancialmattersoftheorganization

Duties

Keepingbooksofaccount

Collecting,bankingandmakingpaymentsonbehalfofthefirm

Makingoutfinancialreturnstothemanagingdirector

Preparingfinancialreports

Personalsecretary

Asenioremployeeusuallyattachedtooneseniorofficer

Duties

 Filinginformationfortheboss

 Attendingmeetingsandrecordingminutes

 Supervisingjuniorsecretarialstaff

 Receivingandmakingtelephonecallsfortheboss

 Takingdictationsfrom theboss

 Makingtravelarrangementsfortheboss

 Keepingthepettycash

Typist

Junioremployeeusuallyinthetypingpool

Duties

 Typinginformationfrom originaldocuments

 Filingdocuments

 Duplicating

 Clerk
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 Duties

 Handlingmails

 Duplicatingandoperatingvariousofficemachines

 Filingandindexing

 Helpsinstorekeepingorrecordkeeping

 Ordering,receiving,storingandissuingofstationary

Telephoneoperator

Ajunioremployeewhorunsaswitchboard

Officemessenger

Asubordinateemployeewhoperformsunskilledofficedutiessuchascollectingand
deliveringmails

Receptionist:Duties

 Supervisionofmessengersandporters

 Receivinganddirectingvisitorstotheirrespectivedestinations

 Takingandpassingofmessages

 Making,renewingandcancelingappointments

 Keepingareliablevisitorsrecordbook

Qualitiesofofficestaff

Personalattributes

 Referstothegeneralappearanceofapersonandincludes

 Physicalappearancesuchasrespectablestyleofdressing,moderatehaircuts
andstylesanduseofmake-ups

 Hygiene–theymustmaintainhighlevelofhygiene,forexample,generaland
bodycleanliness

 Posture–theywayofworkingandsitting

 Neatness–Personaltidinessandorganizationofwork.

Officeetiquette

Itmaybedefinedastheprescribedoracceptedcodeofbehaviorinanoffice

Includes

 Respect
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 Punctuality

 Courtesy

 Loyalty

 Honesty

 Diplomacy-Abilitytoconvinceotherstactfully

 Judgment

 Initiative

Personalknowledgeandskills

 Knowledge–Referstotherelevantacademicandprofessionalqualification
thatenableaworkertoperform theirdutyeffectively

 Skills–Referstothecapabilityoftheworkertoperform hisdutiesaccurately
andeasily

Trendsinofficemanagement

Referstothecurrentchangesinofficemanagementsuchascomputerization.

Computers

Acomputerisanelectronicdevicethatisusedtoprocessdataandinformationand
storinginformationforfutureuse

Usesofcomputer

 Datastorageandinventorycontrol

 Itcanbeusedtoprocessaccountingtransactionsandwrite-upsandupdate
ledgerandpayroll

 Keeprecordsofsalestoparticularcustomerandenterinanynewtransactions

 Computerizedfiling

 Usedforwordprocessing

Advantagesofusingcomputers

 Iteconomizesonspaceandmaterial

 Itspeedsupoperation

 Itsoutputispresentable

 Itcanstorealargevolumeofinformation

 Itsaccurate

Disadvantages
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 Leadstounemployment

 Inhibitsinnovation

 Monotony

 Requireonetohaveabackupsystem forstoragewhichisanextraexpense

Usesofcomputersincommunication

 Internet

Referstointer-connectionofseveralcomputersoverawideareafacilitatingtheflow
ofinformationfrom oneplacetoanother.

 Intranet

Inter-connection ofcomputers within a smallgeographicallocation forexample
differentdepartmentsinanoffice

 Website

Avirtuallocationintheinternetwheretheinformationcanbepostedforotherparties
toaccess.Itcanbeusedtogetinformation

 Teleconferencing

Thisisholdingaconferencethroughthecomputerwhiletheparticipantsarein
differentgeographicalareas

Advantagesoftheinternet,intranetandwebsites

 Theyarefast

 Lowcostincurredcomparedtotravelling

 Convenientasyougetinformationatthetouchofabutton

 Informationcanbestoredforfuturereference

Disadvantages

 Highinitialcostofequipment

 Maintenancecostishigh

 Usersrequiretrainingwhichmaybeexpensive

 Suffersfrom occasionalbreakdownforexamplevirusattack

 Facilitiesarepronetomisuse
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THEOFFICE

 Definetheterm anoffice

Anofficeisabuilding,room oraplacesetasideforadministrative,

communicationorclericalworkofanorganization.

 Outlinethefunctionsofanoffice

 Receivingofinformationinvariousformssuchascalls,personalvisits

ordocumentssuchasletters

 Recordingandsortingofinformationreceived.

 Storingofinformationforfuturereference

 Distributionofinformationwithinandoutsidetheorganizationtothe

varioussections,departmentsorpersonnelfornecessaryaction

 Reproductionormakingofcopiesofdocumentbyuseofvarious

methods,suchasphotocopying,duplicatingandcarboncopying
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 Protectingorsafeguardingtheorganization’sproperty

 Statethevariousreprographictechniquesthatcanbecarriedoutinanoffice

 Carboncopying

 Stencilduplication

 Photocopying

 Spiritduplicating

 Inkduplicating

 Yourschoolwouldwishtousephotocopyingasamethodofmakingcopies

ofexams.Statetheadvantagesanddisadvantagesofusingthismethod

Advantagesofphotocopying.

 Itisafastmethodofreprography

 Itisasimplemethodandrequirelittletrainingoftheusers

 Onewillobtaintheexactcopiesoftheoriginaldocument

 Themethodisnotexpensiveifthecopiestobemadearefew

 Itisenvironmentalfriendly

Disadvantagesofphotocopying

 Thecopiesthataremadefadeinthecauseoftime

 Photocopyingcanbecostlyifthecopiesbeingmadearemany

 Theemployeesmaymisusethemethodduetoitsconvenience

 Photocopyingmachinerequireselectricitywhichmaybeexpensive

 Fewcoloursinadocumentmaybeobtainedbyuseofthismethod

 Statethetypesofofficelayout

 Enclosedofficelayout

 Openofficelayout

 Landscapeofficelayout

 Suggestreasonswhyanorganizationshoulduselandscapeofficelayout

 Itcreatesarelaxedatmospherefortheworkers
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 Itismoreattractiveandbeautiful

 Theimageoftheorganization/firm isenhanced

 Itpromotesgoodworkingrelationsandco-operationamongtheworkers

 Equipmentandofficefacilitiesmaybesharedamongtheemployees

 Theflowersorplantsusedbreakthemonotonyofopenspaces

 Statewaysinwhichlandscapeofficelayoutcanbecreated

 Byplacingplants/flowersinanoffice

 Byhavingpaintingsofanimalsorplantsonthewall

 Byplacingfishaquariumsinanoffice

 Throughshapingofofficefurnitureinform ofanimals,birdsand

concreteshapes

 Creatingminiaturephysicalfeaturessuchaswaterfallsandmountains

intheoffice

 Statewhyyouwilladviceanofficemanagertouseanopenofficelayout

insteadofanenclosedofficelayout

 Inanopenofficelayoutitiseasiertosuperviseworkersthaninan

enclosedoffice

 Anopenofficediscouragesabsenteeism whichmaybecommoninan

enclosedoffice

 Itischeapertomaintainanopenofficethananenclosedoffice

 Equipment,facilitiesandmachinescanbesharedinanopenoffice

whichmaynotbepossibleinanenclosedoffice

 Floorspaceissavedinanopenofficethaninanenclosedoffice

 Thereisenhancedattractionandframeworkinopenoffice

 Itischeapertolightanopenofficethananenclosedoffice

 Itiseasytolocateemployeesinanopenoffice

 Statetheadvantagesofenclosedofficelayout

 Itisidealforworkthatisconfidentialinnature

 Itismoresecurethananopenofficelayout
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 Theofficeisidealwherehighlevelofconcentrationisrequired

 Itisprestigiousfortheoccupantofsuchanofficeastheyare

recognized

 Theworkerisnotdisruptedbynoiseormovementofotheremployees

 Highlightthedisadvantagesofanopenofficelayout

 Thereisalotofnoiseanddisruptionfrom otheremployees

 Contagiousdiseasesmayspreadeasilyamongtheemployees

 Thetoprankedworkersmayfeelbelittledbeingplacedamongother

workers

 Itisnotveryconduciveforworkthatisconfidentialorsecretiveinnature

 Propertywithintheofficeisnotverysafe

 Duetousebymanypeopletheofficemaynotbeverytidy

 Outlinethefactorsthathavetobetakenintoconsiderationwhendecidingon

atypeofofficelayouttouse

 Thecostofconstructionandmaintenance

 Thenumberofstafftobeaccommodatedintheoffice

 Theclimaticconditionofthearea

 Governmentdirectiveifany

 Thenatureofworktobecarriedoutinthatparticularoffice

 Thenatureandrankofstafftobeaccommodatedinthatparticular

office

 Thefloorspaceavailablefortheoffice

 Theneedtomaintainagoodworkflowamongtheworkers

 Statethedisadvantagesofanenclosedofficelayout

 Itcanencourageabsenteeism

 Itisnoteasytosupervisetheemployees

 Itisexpensivetoconstructandmaintain

 Facilitiesandofficeequipmentcannotbesharedamongtheworkers
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 Workerscanmisuseofficeequipmentsuchasthetelephone

 Theofficelayouttakesupmorespace

 Alotoftimeiswastedwhenmovingfrom oneofficetoanother

 Itmaypromoteindividualism assomeemployeesareisolatedfrom

others

 EnumeratethefactorsyouwilladviceMr.Mwajumatoconsiderwhenbuying

officemachinesforhiscompany

 Theeffectofthemachineontheworkers

Thecostofthemachineorequipment

 Thesuitabilityofthemachineforthetaskthatisintendedfor

 Theavailabilityofaftersalesservicesprovidebytheseller

 Presenceofofficestaffwiththeskillsrequiredtooperatethemachine

 Onehastoconsiderspaceorroom tokeepthemachineorequipment

 Thelikelihoodofthemachinebeingoutdatedabsoluteoroutofdate

 Onehastoconsiderwhetherthatmachinecanadopttofuturechanges

 Statethebesttypeofmachineonewouldusetoperform thefollowingtasks:

Functions Typeofmachine
(a) Tocreatepostage

impressionson
envelopes

Frankingmachine

(b) Tofolddocumentsput
them inenvelopeand
sealthem

Compositemachine

(c) Todestroysensitivebut
unwanteddocuments

Papershredder

(d) Tostorelargevolumesof
data

Computer

(e) Torun300copiesofan
exam forstudentsina
school

Printingmachine

(f) Tomakeexam copiesof
acertainoriginal
document

Photocopier
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(g) Totrim paperstothe
requiredsizes

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

 Filingprovidessecurity/safetyofdocuments

 Itfacilitateseasyretrievaloraccessofdocuments
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 Goodfilingenhancesorderlinessandtidinessofanoffice

 Itguaranteesconfidentialityofinformationsinceitcannotgettothe

wronghands

 Goodfilingpromotesgoodcommunication

 Filingguaranteesthatdocumentsareprotectedfrom damage

 Goodfilingguaranteesgoodfuturereferenceincasetheinformationis

required

 Outlinethevariouscategoriesofofficeequipmentgivingexamplesineach

case

Category Example
(a) Typingofficemachine (i)Typewriter

(ii)Dictatingmachine
(b) Mailingofficemachine (i)Frankingmachine

(ii)Compositemachine
(iii)Foldingmachine

(c) Communicationoffice
machine

(i)Telephone
(ii)Telex
(iii)Cellphone

(d) Duplicating/reprographic
machine

(i)Photocopier
(ii)Duplicator
(iii)Printingmachine

 Distinguishbetweencentralizedanddecentralizedfilingsystem

Incentralizedsystem onedepartmentisgiventheresponsibilityofkeepingand

managingallthefilesinthewholeorganization.Thisdepartmentisreferredto

asaregistry.Decentralisedfiling

 Statethecharacteristicsofagoodofficeworkerwithofficeetiquette

 Courtesyi.edealingwithpeoplepolitely

 Punctuality-keepingtimeatalltimes

 Honesty-tellingthetruth

 Co-operationwithotheremployees

 Tacticalorbeingdiplomaticwhendealingwithothers

 Goodjudgementandcomingupwiththebestdecision

 Neatnessandorderlinessintermsofworkarrangement



PreparedbyMburuguken 39

 Dedicationorloyaltytowardstheorganization

 HighlightpersonalattributesthatBakarishouldhaveasanofficeworker

 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

 Introductionofcustomercaredesksorofficestoaddresscustomers

concerns
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 Movementtowardopenandlandscapeofficeplantoenhancemore

interactionamongtheworkers

 Outsourcingforsometaskthatcanbedonebyotherfirmsinsteadof

employingworkerstodothesamee.g.havingexternalcleanersor

security

 Useofthecellphoneforcommunication

 E-Commerceisarecenttrendinbusiness.Outlinetheadvantagesofusing

thismethodincarryingoutbusinessactivities.

Advantages

 Onecanhaveawidevarietyofgoodsandservicesfrom alloverthe

world

 Itreducesthecostoftravellingtothemarketorinsearchofproduct

 Itisfastasdealscanbemadewithinashortperiodoftime

 Asellercanadvertisegoodstomanyconsumersoverawidearea

 Paperworkandthemanydocumentusedonothertradeareremovedor

reducedassellingandbuyingison-line

 Alotofinformationaboutthemarketcanbeaccessedontheinternet

CHAPTERSEVEN

HOMETRADE

Tradeisthebuyingandsellingofgoodsandservicewiththeaim ofmakingprofit

Importanceoftrade

 Availsavarietyofgoodsandservice

 Helpsproducerstodisposetheirsurplusproduce
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 Createsemployment

 Itencouragesspecializationanddivisionoflabor

 Promotessocialrelationsandunderstandinginthepartiesinvolved

 Ensuressteadysupplyofgoodsandservices

 Helpsonetoacquirewhatonemaynotbeabletoproduce

Classificationoftrade

Tradeisdividedintohometradeandforeigntrade.

Hometradeistheonewhichiscarriedwithinacountry’sboundarieswhileforeign
tradeiscarriedoutbetweentwoormorecountries.

Foreigntrademaybebilateral(betweentwocountries)ormultilateral(amongmany
countries)

Hometrademayfurtherbeclassifiedintowholesaleandretailtrade

Wholesaletrade

Thisisthebuyingofgoodsandservicesfrom producersandmanufacturersinlarge
quantitiesandsellingthem toretailersinrelativelysmallerquantities

Thepersonwhodoesthisisawholesaler

Functionsofretailers

Theycanbediscussedbasedontheservicetheyrendertothewholesaler,producer
andconsumers

Servicesrenderedtoconsumers

 Creditfacilities–sinceretailersareinpersonalcontactwiththeircustomers,
theymaygivecredittothecustomerstheytrust

 Aftersaleservices-Theseservicesincludetransport,installation,repairand
maintenance

 Offeradvicetoconsumersonchoiceanduseofproducts

 Makegoodsavailabletoconsumersattherighttimeandplace

 Breakingbulk.I.e.reducingofthesizequantitytoaconvenientrequirement

Servicesrenderedtowholesalers

 Assistindistributinggoodstoconsumers

 Relievethewholesalertheburdenoftransportation

 Retailersrelievewholesalertheburdenofstorage
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 Retailersareagoodsourceofvaluableinformationonmarketwhichassist
wholesalersinanticipatingconsumersdemand

Servicesrenderedtothemanufacturer

 Providingvaluableinformationonconsumerdemand

 Marketingthemanufacturersproducts

 Advertisegoodsonbehalfofthemanufacturer

RETAILTRADE

Retailerscaneitherbesmallscaleorlargescaleretailers

Smallscaleretailers

 Theyform majorityoftheretailtraders

 Theyarefoundinmostpartsofthecountry

 Inmostcasestheyareoperatedasone-manbusiness
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 Theyareeasytostartbecausetheyrequirelittlecapital

Classificationofsmallscaleretailers

Classifiedintotwomaingroupsi.e.

 Smallscaleretailerswithoutshops

 Smallscaleretailerswithshops

SMALLSCALERETAILERSWITHOUTSHOPS

Itineranttraders

 Theycarrygoodsaboutwiththem onbicycles,motor-cyclesorontheirheads.

 Theymovefrom towntotown,villagetovillageandfrom doortodoorselling
theirgoods

 Theycansellclothes,plates,cups,vegetableetc

 Theyarepersuasiveandasaresultscustomerssometimesbuygoodstheydo
notneed

 Examplesofitineranttradersarehawkersandpeddlers

 Hawkersusebicyclesormotorcyclesbutpeddlerswalkaround

Characteristicsofhawkersandpeddlers

 Arefoundmostlyindenselypopulatedregions

 Movefrom oneshoppingcentertoanother,villagetoanotheranddoortodoor
insearchofcustomers

 Theyarepersuasive

 Theirpricesarenotcontrolled

Advantagesofitineranttraders

 Flexibleinthattheymovefrom oneplacetoanother

 Requirelittlecapitaltostartandoperatetheirbusiness

 Convenientinthattheytakegoodstothecustomer

 Don’tsufferbaddebtbecausetheysellincash

 Fewlegalformalitiesrequired

Disadvantages

 Affectedbyweatherchangesbecausetheyoperateinopenairenvironment

 Difficulttotransportbusinesswarestovariousplaces

 Donotofferguarantee,incasetheitemsarefounddefective

Roadsidesellers
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 Heysellgoodsatplaceswhereotherpeoplepasssuchasinbusyroadsides,
streets,busstages,roadjunctionsandentrancetoschoolsandpublic
buildings

 Theydealwithfastmovinggoodslikesweets,roastedmaizeandfruits

 Placetheirgoodsontrays,cardboards,emptysacksormats

Openairmarkettraders

 Foundinconvenientplaceswhicharenormallycentrallylocated,wherepeople
meettobuyandsellgoods.

 Traderspayentrancefeetobeallowedtobringingoods

 Marketisundertheadministrationofthelocalauthorities

 Theyareopenonparticulardaysoftheweek

Automaticvendingmachines

 Thesearecoinoperateddependingonwhatyouwanttobuy

 Theyareusedforsellingcommoditieslikecigarette,drinksandstamps.

 Jukeboxesandtelephonecoinboxesarealsovendingmachineswhereyou
buyservices

SMALLSCALERETAILERSWITHSHOPS

Singleshops(unitshops)

 Theyhavefixedpremises

 Theyareusuallyrunbyonepersonwhogetsassistancefrom hisfamilyor
employedattendant

 Somespecializeinonelineofcommoditiessuchasclothes,groceriesetc

Tiedshops

 Theysellexclusivelytheproductsofoneparticularmanufacturer

 Theyareownedandcontrolledbythemanufacturerwhodesignstheshopand
itsappearance,e.ginpainting.

 Themanufactureroffersgoodsoncredittothetrader

 E.g.BataShops,PetrolstationslikeShell,Kenol

Kiosks

 Usuallysmallshopsorsimplestructureswhichsellfast-movinggoodslike
newspapers,sweetsandsoftdrinks

 Locatedinstrategicplaceslikecornersofbusystreetroads,residentialareas

Marketstalls
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 Thesearepermanentstandsfoundinmarket

 Theyareopendaily

 Constructedandownedbythelocalauthorities

 Eachstalldealswithaparticulargoodorservice

 Theyarerentedorleasedbyindividualsfrom thelocalauthority

 ExamplesKariokorandCityMarketsinNairobi.

Canteens

 Theseareretailshopsfoundininstitutionssuchasschools,colleges,hospitals
andarmybarracks.

 Theysellgoodsmainlytothepeopleworkingintheinstitution

 Theymayberunbytheinstitutionsmanagementorbyindividualsonrental
basis

 Canoffertea,sodas,sugarandotherfoodstuffs

Mobileshops

 Theymovefrom villagetovillagetowntotownsellingtheirgoods.

 Theyhaveaconvertedvan,lorryorbusarrangedasashopfrom which
customerscanbuytheirgoods

Advantagesofsmallscaleretailers

 Itseasytoraisecapitaltostartthebusiness

 Retailerisinclosecontactwithconsumersandmaygivecredittocreditworthy
customers

 Therisksinvolvedinthebusinessissmall

 Thebusinessissimpletooperateandmanage

 Fewlegalformalitiesrequired

 Tradercaneasilychangefrom oneproducttoanother

Disadvantages

 Traderhaslimitedaccesstoloanfacilities

 Theydonothirespecialistortechnicalstaff

 Maysufferbaddebt

 Theydonotenjoyeconomiesofscale
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 Theyhavealowturnoverbecauseofthelittlecapitalinvested

LARGESCALERETAILERS

 Theynormallyoperateinurbanareas

 Mayoccupyasinglebigbuildingorseveralpremisesscatteredinvariousareas
ofthesametownordifferenttowns

 Theyrequirelargeamountofcapitaltostart
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 Theybuygoodsfrom wholesalersandmanufacturersinlargequantities

 Theyareallowedtradediscountsandotherfavorablecreditfacilities

 Theservicesofspecialistlikesalesmen,storekeepers,accountantsand
managersarerequired

 Managementiscentralized,stockpurchasesaremadeattheheadoffice

 Branchesarerequiredtosubmitmonthlyreturnstotheheadquarters

Typesoflargescaleretailers

 Supermarkets

 It’salargeself-selectionstorethatdealsmainlywithhouseholdgoodssuchas
utensils,foodstuffsandclothes

 Goodsarewelldisplayedonshelvesandeacarticlecarriesapricetag.

 Thebuyerwalksaroundpickingthegoodsonewantstobuyandplacingthem
inatrolleyorabasket.

 Thegoodsarepaidtooneofthecashierstationedneartheexit

Featuresofsupermarkets

 Requirelargecapitaltostart

 Stocksvarietyofgoods

 Offerselfservicefacilities

 Goodshavepricetagsonthem

 Pricesofgoodsarefixed

 Nocreditfacilitiesoffered

 Sellcomparativelylowprices

Advantagesofsupermarkets

 Theybuygoodsinlargequantitieswhichenablethem toobtaingoodtrade
discount.Theyarethereforeabletoofferlowerprices

 Customersgetallthegoodstheywantunderoneroof.Thissavestime

 Supermarketsemployfewattendantsthereforereducingtheirmonthlywage
bill

 Impulsebuyingleadstomoresalesbecausecustomershaveaccesstothe
goodswhichtheypickfrom thewelldisplayedshelves

 Theydon’tselloncredittherebyavoidingbaddebts
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Disadvantages

 Theydon’toffercreditfacilitiestothecustomer

 Theydon’tdelivergoodstocustomerspremises

 Theydon’tgivepersonalservicestothecustomers

 Theyincurmanylossesduetopilferageofgoods

 Impulsebuyingleadsthecustomertobuygoodstheymaynotwant

Chainstores(multiplestores)

 Chainstoresarelargescalebusinesseswithseparatebrancheswhichare
managedandorganizedcentrally.Thebranchmanagersareaccountabletothe
headoffice

 E.g.theDeaconsandAfricanRetailTraders(ART)

 Theyhavestandardpricesfortheirproductsnomatterwherethebranchesare
located

 Theyhavesimilarshopfrontsappearanceanddisplays.

Characteristicsofchainstores

 Purchasesarecentralized

 Standardpricesforallproductsinalltheirbranches

 Salesarecentralized

 Allbranchesdealinsametypeofproduct

 Theyareuniform inoutwardappearanceandinteriorlayout

Advantagesofchainstores

 Theybuygoodsinlargescaleswhichenablesthem toobtaingoodtrade
discounts.

 Thecostofrunningachainstoreiscontrolledandmanagedattheheadoffice.
Theheadquartersadvertisesonbehalfofthebranches

 Slow-movinggoodsinonebranchcabbetransferredtoanotherbranchwhere
demandforthem ishigher

 Theidenticalsoldbychainstoresandthesimilarshopfrontsandwindow
displayspublicizethebusiness

 Chanstoresserveawidermarketbecausetheyarespreadalloverthecountry

 Goodsaresoldoncashbasis,hencereducingthecostofmanagingbaddebts
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Disadvantagesofchainstores

 Largeamountofcapitalarerequiredtorunachainstore

 Peopletendtoshyawayfrom buyingidenticalproductssuchasclothes

 Chainstoresdonotoffercreditfacilities,exceptthoseoperatingexclusivelyon
hirepurchasescheme

 Lackofpersonaltouchwithcustomers

Departmentalstores

 Comprisesmanysingleshopsunderoneroofandonemanagement.

 Eachdepartmentdealsinadifferentlineofgoodsandiscontrolledbya
departmentalmanager

 Departmentalmanagerisresponsibleforbuyinginhisdepartmentalthough
thismaybecentralized

 Theyarelocatedintowncenters

 InKenyawehavenodepartmentalstore

Advantagesofdepartmentalstores

 Customerscanbuyawidevarietyofcommoditiesfrom differentshopsunder
oneroof

 Departmentalstoresbuygoodsinlargequantitiesatlowerpricesandhence
thesegoodsaresoldatlowerprices

 Generallyopenforlonghours

 Offeradequateparkingfacilitiestocustomers

 Thestoreisabletoemployqualifiedstaffthusprovidinghighqualityservices

Characteristicsofdepartmentalstores

 Theyofferawidevarietyofgoodsatlowerprices

 Theyareattractiveandconvenienttoshopin

 Theyareusuallysituatedintowncenters

 Theyprovideservicessuchasrestaurants,readingroomsandpostofficeto
attractcustomers

 Eachdepartmentismanagedbydepartmentalmanagerdealinginadifferent
lineofgoods

Disadvantagesofdepartmentalstores

 Largeamountofcapitalisrequiredtorunthestore
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 Adepartmentalstoremayrunonedepartmentatlosstoattractcustomersto
otherprofitmakingdepartments

 Cartermainlyfortheurbancommunitiesinwhichtheyarelocated

 Lackpersonalcontactwiththeircustomers

 Theirbigsizespossesmanagementproblemsrelatedtocoordinationand
controloftheactivitiesonthedifferentdepartments

 Hypermarkets

 It’salargeshoppingcentreinonebuildingcomprisingavarietyofbusiness
underoneroofandmanagedbydifferentpeople.

 Theyarelocatedawayfrom thecitycentreandhavegoodaccessroadsand
ampleparking

 E.g.inKenyaistheSaritCentreinNairobi’sWestlands

Characteristicsofhypermarkets

 Goodaccessroads

 Ampleparkingspace

 Manybusinessinonebuilding

 Attractiveandconvenienttoshopin

 Locatedintheoutskirtsoftown

 Offeravarietyofgoodsandservices

Advantagesofhypermarkets

 Offerextensiveparkingforcustomers

 Customerscandoalltheirshoppinginonebuilding,especiallythosewhobuy
theirmonthlysuppliesinbulk

 Theysaveonspace,whichreducesrentsandrates

 Usuallyopenforlonghours

 Theyprovidecreditfacilitiesbyacceptingcreditcards

Disadvantagesofhypermarkets

 Sincetheyarelocatedawayfrom thecitycenters,theyserveonlyalimited
numberofpeopleespeciallythosewithcars

 RequirealargespacewhichisnotavailableintheCentralBusinessDistrict
(CBD)
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 Theirpricesarenotcontrolledandthereforesubjecttobargaining

Mailorderstores

 It’satypeofretailtradewherebusinessiscarriedoutthroughthepostoffice.

 Thecustomersplacetheirorderforgoodsthroughthepostofficeandthe
goodsarealsosuppliedthroughthesame

 Buyersgetinformationfrom advertisementsinprintmedia,journals,radios.

 Thegoodsaredispatchedmostlyonthebasisofcashwithorder(C.W.O)or
Cashondelivery(C.O.D)

Characteristicsofmailorderstores

 Theysellgoodsthroughthepostoffice

 Theyadvertisethroughtheprintmedia,roads,journals,cinemasetc.

 Alltransactionsarepassedthroughthepostoffice

 Customersdonotvisitthesellingpremises

 Goodsaredispatched,mostlyonthebasisofcashwithorderorcashon
delivery

Advantagesofmailorderstores

 Itreachescustomerswhoarefarawayfrom theshoppingcenters

 Doesnotrequiretransportfacilities

 Totalcontrolofdistributionispossible

 Doesnotrequiretheservicesofsalesmen

Disadvantagesofmailorderstores

 Highcostofadvertisingincreasesthepriceofthegoods

 Inspectionofgoodsbythecustomerisnotpossible

 Thevarietyofthegoodsthatcanbesoldislimited

 Personalcontactbetweenthebuyerandsellerisnotpossible

 Suitabletothosewhocanreadandwrite

 Problemsarisinginthepostofficemayaffectthebusiness,forexamplestrikes

WHOLESALETRADE

 Itinvolvessellinggoodsinlargequantitiestotradersforresale.

 Wholesalersareclassifiedaccordingtotherangeofproductstheyhandle,the
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geographicalareainwhichtheyoperateandmethodofoperation

Accordingtotherangeofgoodstheyhandle

 Generalmerchandisewholesalers

 Generallinewholesalers

 Specializedwholesalers

Accordingtothegeographicalareainwhichtheyoperate

 Nationwidewholesalers

 Regionalwholesalers

Theirmethodofoperation

 Cashandcarrywholesalers

 Mobilewholesaler

Generalmerchandisewholesalers

 Theydealinawiderangeofproducts.Thelinesofproductstheydealinare
distinct,e.ghardware,clothing,foodstuffsandchemicals

Generallinewholesalers

 Dealwithawiderangeofproducts,butwithinoneline,eg.Hardware

Specializedwholesaler

 Dealinparticulargoodsfrom agivenlineofproducts,e.gthelineoffoodstuffs

Nationwidewholesalers

 Distributegoodsalloverthecountry.

 Theyestablishwarehousesordepotsindifferentareasfrom whichtheysupply
thegoodstotheircustomers

Regionalwholesalers

 Offertheirproductstocertainpartsofthecountryonly.

 Theymaycoveralocationoradistrict

Cashandcarrywholesaler

 Operateonselfservicebasislikeasupermarket

 Traderscomeandpickgoodsandpaycashforthem
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 Theydon’toffertransportfacilitiestotheircustomers

 Nocreditfacilitiesareoffered

Mobilewholesalers

 Usevehiclestogoaroundsellinggoodstotraders

Rackjobbers

 Specializeinsellingparticularproductstotheirspecializedwholesalers

Alternativeclassificationofwholesalers

 Thosewhobuygoods,storethem inwarehousesandsellthem totraders
withouthavingaddedanythingtothem

 Thosewho,afterbuyingthegoodsandstoringthem,preparethem forsale.
Theymaybreakbulk,pack,brand,grade

 Wholesalerswhoorganizethedistributionofgoods,butwhodonot
themselvesphysicallyhandlethegoods.Thisisnormallythecasewithgoods
suchamotorcars

 Whoactaswholesalers’agentsorbrokers.Thesearemiddlemenwhoarepaid
acommissionfortheirwork

Definitionoftermsusedinwholesaletrade

Breakingbulk

Itisreducingthesizequantitytoaconvenientrequirement,egbuyingincartonsfrom
producersandsellingthem inpackagestoretailers

Packing

Puttinggoodsinpacketsandboxes

Branding

Givingaproductanamebywhichitwillbesold.

Sorting

Selectinggoodsindesiredsizes,weights,colorsandqualities

Grading

Puttinggoodsingroupsofsimilarqualitiestomakeiteasiertopricethem

Blending

Thisinvolvesmixingdifferentgradestoachievedesiredtastes,colorandother
qualities
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Servicesofwholesalerstotheproducer

 Actaslinkbetweentheproducerandtheretailers

 Relieveproducersofsomeoftheriskstheywouldexperiencewhichincludea
fallinpriceduetofallindemand

 Theproducerissavedtheproblem ofstorage.

 Theycarryoutmarketresearchthatisimportanttotheproducers

 Transport,breakbulk,pack,brand,sort,gradeandblendgoods

 Engageinproductpromotionthroughadvertising,shows,displays,films,
exhibitionsandtradefairs.

Servicesofwholesalerstoretailers

 Wholesalersensurethatgoodsareavailableatconvenientlocationsforthe
retailers.Thissavetransportcost

 Theybreakbulkforthebenefitoftheretailers

 Offertransportfacilitiestoretailers,thereforereducingtheoperatingcost

 Offeradvisoryservicestoretailers,withregardtomarkettrends

 Offercreditfacilities

 Engageinsalespromotion,henceretailersaresavedtheproblem ofhavingto
doso

 Theygrade,sort,blend,packandbrandgoodsandsaveretailersthecostof
performingthosefunctions

Servicesofwholesalerstoconsumers

 Ensuresteadysupplyofgoodstoretailerswhichensuresthatconsumersare
notfacedwithshortage

 Ensuresstablesupplyofgoodstothemarketwhichensuressteadyprices

 Makeitpossibleforconsumerstoenjoyavarietyofgoods

 Breakthebulktherebyensuringconsumersgetthegoodsindesiredquantities

 Giveinformationtoconsumersthroughretailersaboutgoods,e.g.new
productsorchangeinproducts

DOCUMENTSUSEDINHOMETRADE

Thesearedocumentsthatareusedtoshowthatabusinesstransactionhastaken
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placeLetterofinquiry

 Isarequestbyapossiblebuyerforinformationaboutthegoodssoldbya
seller.

 Inquiriescanbeoralorwritten

 Awritteninquiryiscalledaletterofinquiry.

 Sellermayreplytoaletterofinquirybysendingeitheracatalogue,quotationor
pricelist

Catalogue

 Thisisabookletwhichbrieflydescribesthegoodsasellerstocks.

 Sentwhenabuyersendageneralletterofinquiry

Itscontentsare

 Aftersaleservicesofferedbytheseller

 Packagingandpostingexpensestobeincurred

 Deliveryservicestobeused

 Termsofsale

Quotation

 Sentwhenaninquiryisspecificinnature.

 Showsthetermsofsale,pricesofthecommoditiesanddescriptionofthe
goodstobesupplied

Pricelist

 It’salistofitemssoldbytradertogetherwiththeirprices

 Informationisusuallybriefandnotillustrated

 Cheapertoprintthancatalogues

LocalPurchaseOrder

Sendbythebuyerafterreceivingeitheracatalogue,quotationorpricelist

Ordercanbedoneverbally,orwritteninform offilingletters

Contentsare

 Namesandaddressesofthebuyerandseller

 Thenumberoftheorder

 Quantitiesorderedandtotalamounttobepaid
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 Descriptionofthegoodsordered

 Priceperitem

 Specialinstructionsonsuchmattersaspackaginganddelivery

Acknowledgementnote

Isadocumentsentbythesellertotheprospectivebuyerinformingthem thattheir
orderhasbeenreceivedandthatitisbeingactedupon.

Packingnote

 It’sadocumentthatissendwiththegoodsthathavebeendispatchedtothe
buyer

 Itusedtomakeaspotcheckonthegoodstoensurethatthegoodspackedare
thegoodsordered

Contents

 Quantitiesofthegoodspacked

 Abriefdescriptionofthegoods

 Themeansofdelivery

Advicenote

 Itsusedtoinform thebuyerthatthegoodshavebeendispatchedbytheseller

Containsthefollowing

 Themeansofdelivery

 Adescriptionofthegoods

Functionsoftheadvicenote

 Informingthebuyerthatthegoodsareonthewaysothatincaseofanydelays
indelivery,thebuyercanalwaysmakeinquiries

 Alertingthebuyersothatthenecessaryarrangementscanbemadefor
paymentswhenthegoodsarrive

Deliverynote

 Itissentalongthegoodstodelivered

 Itismadeintriplicate

 Onecopyofthenoteisleftwithsellerandtheremainingtwocopiesaresent
withthegoodstothebuyer

 Whengoodsreachthebuyer,onechecksthem againstthedeliverynote
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 Ifthebuyerissatisfiedwiththegoods,theysignbothcopiesofthedelivery
note,keeptheoriginalandtheothercopyissendtoseller

Contentsofdeliverynote

 Namesandaddressesofsellerandthebuyer

 Dateofdelivery

 Deliverynotenumber

 Descriptionofgoodsandquantities

 Spaceforthebuyerofthegoodstosignandcommentontheconditionofthe
goodsreceived

Consignmentnote

Ifthesellerdoesn’thavetransportservices,theymayhiretheservicesofa
transportingcompanytodeliverthegoodsontheirbehalf.Thetransporterissuesa
consignmentnotetotheseller

Contents

 Detailsofthegoodstobetransported

 Nameandaddressesoftheseller(consignor)andbuyer(consignee)

 Termsofcarriagesandconditionsoftransportingthegoods

 Afterthesellercompletestheconsignmentnote,itisreturnedtothecarrier
whotakesitwiththegoodstothebuyer.Thebuyersignsthenoteupon
deliveryofthegoods

Invoice

 Sentbythesellertothebuyerdemandingpaymentforgoodsdelivered.

 Therearetwotypesofinvoices;cashinvoicesandcreditinvoice

 Acashinvoiceispaidacrossthecounter,thusactingasacashsalereceipt

 Creditinvoiceisissuedwhenthebuyerisallowedtopayatalaterdate

Functionsofaninvoice

 Showsdetailsofgoodssold

 It’sarequesttothebuyertomakeapayment

 Usedasasourcedocumentinrecordingthetransactionsinthebooksof
accounts

ThelettersE&OE(errorsandomissionsexcepted)areprintedatthebottom ofan
invoice
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Theymeanthatthesellerreservestherighttocorrectanyerrorsandomissionsmade
intheinvoice

Pro-formainvoices

Functions

 Itservesasapoliterequestforpaymentbeforethegoodsaresenttothebuyer

 Sentwhenthesellerdoesnotwanttogivecredittothebuyer

 Issuedtoanagentwhosellsgoodsonbehalfoftheseller

 Usedbyimporterstogetcustomsclearancebeforethegoodsaresent

 Canservethesamepurposeasthequotation.Apro-formainvoiceisusedin
bothhomeandforeigntrade

Damagedgoodsnotes/returnedgoods

 Incasesomeofthegoodsaredamaged,thebuyersendthem backtotheseller
togetherwiththedamagedgoodsnote.

 Itspreparedintriplicate

 Twocopiesaresenttothesellerandtheotherisretainedbythebuyer

 Whenthesellerreceivesthedamagedgoodsnotetheywillissuesadocument
calledacreditnote

Creditnote

It’sadocumentissuedtocorrectanovercharge/reducetheamountduefrom abuyer
asshownintheinvoice

It’sissuedunderthefollowingcircumstances

 Whenthegoodsreturnedbythebuyerbecausetheyareeitherdamagedorthey
arenotinaccordancewiththeorder

 Whenpackingcasesandemptycontainersarereturned

 Thereisanoverchargeintheinvoiceasaresultofarithmeticalerror

It’sprintedinred

Debitnote

 Normallyusedtomakeunderchargecorrectionstoinvoicesthathadbeen
previouslysenttothebuyer

Errorsthatmaymakeadebitnotebeissuedare

 Mistakesincalculations

 Omissionsofitemsintheinvoice
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 Priceunderchargeonitems

Statementofaccount

Incasetransactionsarecarriedoutoncredit,thesellersendadocumentcontainingall
thetransactionsbetweenthebuyerandtheseller.

Itnormallycontainsinformationderivedforaspecificperiodoftime,suchasamonth,
form thefollowing:-

 Allinvoices

 Allcreditnotes

 Adebitnotes

 Allreceipts

Contains

 Namesandaddressesofthebuyerandtheseller

 Accountnumber

 Datecolumn

 Particularsordetailscolumn

 Moneycolumnwithdebit,creditandrunningbalancecolumn

 Termsofcredit

Receipt

Areceiptisaproofofpayment.

Contains

 Dateofpayment

 Nameofthepersonmakingpayment

 Amountpaidinwordsandfiguresandmeansofpayment

 Nameoftheinstitutionorpersontowhom paymentismade

 Revenuestampiftheamountisaboveasetminimum

 Receiptnumber

IOU(IOweYou)

It’sawrittenacknowledgmentofadebt

Writtenbythedebtoranddoesnotspecifythedatewhensettlementwillbemade

MeansofPayment
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 Referstoform ormannerinwhichpaymentismadeforgoodsandservices.

Cash

Paymentmadeusingbankcoinsornotes

Advantagesofcashpayment

 It’stheonlymeanswithlegaltender(recognizedbythelaw)

 Convenientforsmalldebts

 Convenienttopeoplewithorwithoutbankaccounts

Disadvantages

 Notconvenientforlargeamount

 Canbestolen

 Maybedifficulttoproofunlessreceiptisproduced

Circumstancesofcashpayment

 Amountinvolvedissmall

 Payeesdoesn’tacceptothermeans

 Cashonlymeansavailable

 Cashneededurgently

 Avoidingexpenses

Cheques

Writtenorderbyaccountholderwiththebanktopayaspecifiedamountofmoneyto
thebearer

 Drawer–Thepersonwhowritesthecheque

 Payee-Persontobepaid

 Drawee–Thebank

Openandcrossedcheque

Opencheque–onethatcanbecashedoverthecounter

Crossedcheque–canonlybedepositedinanaccount

Achequesiscrossedbydrawingtwoparallellines.Thecrossingcanbegeneralor
specific

General–containsonlytheparallellines

Special–asotherinstructions
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Dishonoredcheque

Achequeisdishonoredwhenthebankrefusestopay–bouncedcheque

Circumstances

 Insufficientfunds

 Signaturediffering

 Postdatedcheque

 Stalecheque–presentedsixmonthsafterissue

 Drawerclosedaccountwiththebank

 Death,insanityorbankruptcyofthedrawer

 Alterationsinthecheque

Advantagesofcheque

 Moresecurethannotes

 Convenienttocarry

 Reducestraveling

 Usedforfuturereference

 Negotiable–canpaythirdparty

Disadvantages

 Requirespayeetogotothebank

 Maybedishonored

 Onlyissuedbyaccountholder

 Peoplerefusepersonalcheques

Circumstancesforuseofcheques

 Amountinvolvedislarge

 Iftheorganizationpolicydemandso

 Ifchequesistheonlymeansofpayment

 Avoidrisks

Billofexchange

It’sanunconditionalorderinwritingaddressedbyonepersontoanotherrequiringthe
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persontowhom itisaddressedtopayondemand

Terms

 It’sacommandnotarequest

 Itsunconditional

 Billmustbewritten

 Amountbeclearlystated

 Payeeshouldbenamed

 Dateofpaymentbestated

Advantages

 Rightsmaybepassedtoanotherperson

 Dateofpaymentisdetermined

 Acceptancebydebtormakesitlegallybinding

 Maybediscounted

Disadvantages

 Maybedishonouredonmaturity

 Cashmaynotbeready

 Expensive

 Circumstancesforuseofbillofexchange

 Creditorwantstobeassuredofpayment

 Whenthecreditorwantsmoneyandthedebtorisunabletoraise

 Creditorwantstousethedebttopayanotherdebt

Promissorynote

Adocumentwherebyapersonpromisestopayanotheraspecifiedsum ofmoneyata
stateddate

Moneyorder

Soldbythepostoffice,senderappliesandfillsanapplicationform

Theinformationinthemoneyorderincludes

 Amounttoberemitted

 Nameofthepersonthemoneyistobepaidto
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 Nameofpostofficetobecashed

 Nameandaddressofthesender

Sendergivestheform,moneytosendandcommissionoverthecounter

Thepayeehasto

 Identifyhimself

 Identifypersonwhosendthemoney

Thesenderisleftwithacounterfoilasevidencetoclaim later

Postalorder

Soldbythepostofficeandisfixedindenominationsof5,10,20,50,100

Additionalstampsworthinshillingarealsoneeded

Circumstances

 Smallamountinvolved

 Onlymeansavailable

 Avidrisks

Postagestamps

Usedtopaysmallamountsofmoney

Premium bonds

Issuedbypostofficeindenominationsof10and20andmaturesatagivenperiod

Usedtosettledebtsbutunsafecoztheycanbecashedbyanybody

Bankerscheque(bankdraft)

Chequesdrawnonabank.Onefillsanapplicationform andhandsitoverthebank
togetherwiththemoney

Achequeispreparedandisgiventotheapplicant

Circumstances

 Largeamountisinvolved

 Payeewantsguaranteeofpayment
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TERMSOFPAYMENT

Referstoanarrangementbetweenthebuyerandtheselleronhowthebuyershould
settledebtsarisingoutoftransactionsbetweenhim andtheseller

Cash

Payingimmediately

Maybecashondeliveryorcashwithorder

C.O.D(CashOnDelivery)–Goodspaidforwhendelivered

C.W.O(cashWithOrder)–Paymentmadeatthetimeofplacingorder

Benefitsofcod/cwo

 Reducesriskofbaddebt

 Workingcapitalreadilyavailable

 Fewrecords

 Notimewasted

Circumstances

 Buyernewtotheseller

 Buyercreditworthinessisindoubt

 Mailorderbusiness

 Policydemandso

Deferredpayments

Goodsandservicesnotpaidinfullondelivery.Insteadpaidinfutureeitherinlump
sum orseveralinstallments

Opentradecredit

 Goodssoldoncreditsuchthatthebuyerpaysforthem infutureininstallments

 Thesellershouldhoweverensurethatthebuyerwouldpayby

 Ascertainingthecreditworthiness

 Askingbuyertoguaranteepayment

 Askingbuyertohavesomeonetoguaranteepayment

 Askingforsecurity
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Factorstoconsiderwhengivingcredit

 Creditworthinessofthebuyer

 Repaymentperiod

 Amountofgoods

 Availabilityofstock

 Reliability

 Frequencyofbuying

 Intentiontoattractandmaintaincustomers

Cashdiscount–discountallowedtoabuyeronordertoencouragehim/hertopay
quickly

Examplesofopentradecredit

 Simplecredit–shorttimenotmorethanaweek

 Monthlycredit–monthlybasis

 Budgetaccounts– regulardeposit

Regularpayment

Maximum credittobeallowed

Chargeforanyspecialoffer

 Tradecredit–goodsboughtforresale

 Creditcardfacilities–enablesonetoobtaingoodsfrom suppliersaslongas
theyacceptcardsexamplesBarclayscard,AmericanExpress,Accesscards
andvisacards

Advantagesofcreditcard

 Enablesonetogetgoodswithoutpaying

 Convenienttocarryaround

 Enalblesholdertogetmoneyfrom specifiedbanks

 Increasescreditratingofindividual

 Safetocarrythancash

 Somecardsareinternationallyaccepted

Disadvantages
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 Toacquirethecardonemusthaveestablishedcreditrecord

 Highcardinterestrate

 Pronetoabusethroughfraud

 Interestchargedincaseofdelayinpayment

 Minimum ageof18yearstogetcard

 Overspending

 Limitedtospecificareas

 Facescompetitionfrom othermeans

 Fewbusinessacceptcards

 Longprocedurestogetthecards

 Peopleofhighincomeonlycanafford

Hirepurchase

 Amethodofhiringpropertywithanoptiontobuy

 Abuyeraysinitialdepositandtherestoftheamountisspreadoveranagreed
periodoftime

 Ownershipremainswiththeselleruntilfinalinstallmentispaid

 Thebuyercannotsellthecommodityuntillastinstallment

 Acertificateofcompletionisissuedoncefinalinstallmentispaidasproofof
transferofownership

Advantagestothebuyer

 acquisitionanduseofgoodsimmediatelyafterenteringintocontract

 Pre-determinedinstallments

 Buyercanposesexpensivegoods

Disadvantagestobuyer

 Goodsbelongtotheselleruntillastinstallment

 Buyermaybetemptedtobuymorethathecanpay

 Expensivethancash

 Limitedtypeofgoods

Advantagestoseller

 Abletoincreasevolumeofsales
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 Profitearnedishigher

 Goodsbelongtoselleruntillastinstallment

Disadvantagestoseller

 Operatingcostishigh

 Reposedgoodsonlysoldassecondhand

 Risksoflossishigh

 Largeamountofcapitalrequired

Installmentbuying/creditpurchase

Similartohirepurchaseexceptthatownershipofthecommoditypassestothebuyer
immediatelydownpaymentismade

Hirepurchase Creditpurchase

 Buyerdoesnotbecomeowner
immediately

 Buyerbecomesownerimmediately

 Buyercannotresaleproduct  Buyercanresalegoods

 Priceshigher  Priceislower

 Goodscanonlybereposed  Canberepossessedandbesued
(takentocourt)

Otherterms

 discounts-allowancebythesellersuchthatthebuyerpayslessthanthe
markedprice

 quantitydiscount–Allowancetoencouragebulkbuying

 tradediscount–discountallowedbyatradertoanothersothatthebuyercan
makeprofitafterselling

 cashdiscount–allowancebyatradertohiscreditcustomerstoencourage
them topaydebtspromptly

Circumstancesfordeferredpayment

 Creditworthinessofcustomerisunquestionable

 Attractandretaincustomers

 Increasesales

 Disposeoffslowstock

Standingorder

Instructionbyanaccountholdertohis/herbankauthorizingittomakeregular
paymentsofspecifiedamountstoaspecificpersontillorderiscancelled


