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Aboutthebook
Educationisakeyforacountry’sdevelopment,butitbecomesahindrancewhenitis
unequallydistributed.Thisbig problem ofdisparityinEducationsystem canbesolved
throughtechnology.Henceit’shightimeweembracetechnologyinEducationsoonerthan
later.Teacherswillthereforeusethebookintheirlaptopstoteachandevengivestudents
notestoreadonlineafterrevision.Thedesignofthisbookmakeitlivelyandinterestingfor
bothteachersandstudentsasittakeusawayfrom themonotonyofblackandwhitebooks.
Thebookisdividedintotwoparts:TheoryandAccounting.WehavepastK.CSEquestionsat
theendofeverytopicforfurtherunderstandingandtesting.
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BusinessStudies(565)
Paper1:2 hours -100 marksThe paperwillconsistof25 compulsory short answer

questions.Paper2:2½ hours-100marksThepaperwillconsistofsix(6)essayquestionsfor
candidatestoanswerfive(5).Thequestionswillcoveralloranyoftheareasthatmakeup
thecourse-Commerce,Entrepreneurship,Accounting,OfficePracticeandEconomics.

CHAPTERONE

SpecificObjectives
Bytheendofthetopicthelearnershouldbeableto:
a)Explainthemeaningofbusinessstudies;
b)Explaintheimportanceofbusinessstudiesinsociety.

Content
Meaningofbusinessstudies
Importanceofbusinessstudiesinsociety

INTRODUCTIONTOBUSINESSSTUDIES

Definitions

Business
Theterm businessrefertoanyactivitythatiscarriedoutbyanindividualororganizationwithanaim of
makingaprofit.

Businessstudies
This is the studyofthe activities thatare carried outin and around production,distribution and
consumptionofgoodsandservices.

Goods
Theseareitemsorthingsthataretangibleinthattheycanbetouchedandfelt.

Services
Theseareactionsoractivitiesthatmaybesoldandtheyareintangible.
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Production
ThisistheCreationofgoodsandservicesorincreasingtheirusefulnessthroughactivitiessuchas
transportingthem towhereitisrequired.Peoplewhoproducegoodsandservicesarecalledproducers.

Distribution
Thisisthemovementofgoodsandservicesfrom producerstotheusers.Activitiestakingplaceduring
distribution.
Transportation
Storage
Insurance.
Communications
Buyingandselling
Banking
Advertising

Consumption
Thisistheusageofgoodsandservices.Thosewhousethegoodsarecalledconsumers.

Economics
Thisisthestudyofhow humanbeingsstrivetosatisfytheirendlesswantsusingtheavailablescares
resources.

Commerce
Thisisthestudyoftradeandaidstotrade.Aidstotradearehumanactivitiesorservicesthatassisttrade
totakeplacesuchastransport,banking,warehousingandcommunications.

Accounting
Thisreferstoasystematicwayofrecordingbusinessactivitieswhichareusedfordecisionmaking.

OfficePractice
Thisreferstoalltheactivitiesthatarecarriedoutinanoffice.Forexample,communication,filing,
reproductionofdocumentsandclericalwork.

Entrepreneurship
Thisisthestudyoftheactivitiesinvolvedintheprocessofidentifyingabusinessopportunityandacquiring
thenecessaryresourcestostartandrunabusiness.

Importanceofbusinessstudiesinthesociety
Assistmembersofthesocietytorelatetheknowledge,skillsandattitudesacquiredtothedaytoday
runningofthebusiness.
Equipsthemembersofthesocietywithskillsandknowledgetostartandrunabusiness
Assisttheindividualswithinappreciatingtheroleofbusinessinprovisionofgoodsandservices.
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Makesthemembersofthesocietytoappreciatetheneedforgoodbusinessmanagementpractices.
Helpsindividualtoattainself-disciplineandpositiveattitudetowardswork.
Equipstheindividualwithknowledgeandskillstorequiretoevaluatebusinessperformance.

Endoftopic

Didyouunderstandeverything?
Ifnotaskateacher,friendsoranybodyandmakesureyouunderstandbefore
goingtosleep!

PastKCSEQuestionsonthetopic
PAPER1

1. Highlightfourwaysinwhichbusinessstudiesisusefultoacommunity. (4mks)

BUSINESSANDITSENVIRONMENT
CHAPTERTWO

SpecificObjectives
Bytheendofthetopicthelearnershouldbeableto:
a)Explainthemeaningandpurposeofabusiness;
b)Identifyvariousbusinessactivities;
c)Identifyvarioustypesofbusinessenvironments;
d)Explainhowthevariousbusinessenvironmentsinfluenceabusiness;

Content

Meaningandpurposeofabusiness
Businessactivities
Businessenvironment:
Internal
External
Effectsofvariousbusinessenvironmentsonabusiness
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Introduction

Purposeofabusiness
Themainpurposeofstartingabusinessinclude:
Tohelpindividualstointeractwithotherpeople.
Toearnforeignexchange.
Toearnmoneyforyourbasicneeds.
Tocreatejobopportunities.
Toenableanindividualacquireothergoodsandservices.

Typesofbusinessactivities
Themaintypeofbusinessactivitiesareasfollows:
Extraction
Thisinvolvesobtaininggoodsfrom theirnaturalsettings.Theseactivitiesare:
Lumbering
Fishing
Mining
Farming

Processingofrawmaterials
Thisinvolveschangingtheform ofagoodwithoutcombiningitwithothergoods.Examplesinclude:
Grinding
Refining
Manufacturing
Thisinvolvescombiningdifferentrawmaterialstocomeupwithonefinalproduct.
Construction
Thisinvolvesbuildingofstructuressuchasroads,bridgesandbuildings.
Distributionofgoods
Thisreferstomovementofgoodsfrom wheretheyareproducedtowheretheyareneeded.Peoplewho
carryoutdistributionarecalleddistributors.Examplesinclude:
Retailers
Wholesalers

Trade
Thisisthebuyingandsellingofgoodswithanaim ofmakingaprofit.
ProvisionofServices
Thisisthesellingofservicestoconsumers.Servicesinclude:
Hairstylist
Carwasher
Electrician
Insurancecompanies.

BusinessEnvironmentsandtheirEffectsonthebusiness
Thisreferstoconditionsorfactorsthataffectbusinessoperations.Theyaredividedintotwo;
Internalenvironment
Externalenvironment.
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Internalenvironment/micro-environment
Thisconsistoffactorswhicharewithinthebusinessunititself.Thesefactorsinclude:
Businessstructure
Thisisaformalarrangementofactivitiesthatarecarriedoutatvariouslevelsoftheorganizationsothat
theobjectivesofthebusinesscanbeachieved.
Resources
Thesearethingsusedtoachieveanobjectiveofanorganization.Theyinclude:
Humanresource
Financialresources
Physicalresources
technology
Businessculture
Combinationsofemployees,expectations,beliefsandvalueswithinthebusiness.
Owners
Thesearepeoplewhoprovidedfinancestostartthebusiness.

Externalenvironment/macro-environment
Thesearefactorsthataffectthebusinessfrom outside.Thesefactorsincludethefollowingfactors:

Economicenvironment
Thesefactorsaffectthebuyer’sabilitytobuygoodsofferedtothem byabusiness.Theyinclude:
Changesinincome.
Changesintaxrates.
Changesinpriceofotherrelatedgoods
Demographicenvironment
Thisisthepopulationchange.Increaseinpopulationincreasestheabilitytobuymoregoodscomparedto
reductioninpopulation.Itincludethefollowing:
Sizeofthepopulation.
Geographicaldistribution.
Ageandsexdistribution.
Birthanddeathrates.
Legal–politicalenvironment
Thesearelawsandpoliciesthatregulatebusinessactivities.Hencethebusinesstobeformedinacountry
mustbeinlinewiththelawsandregulations.
Technologicalenvironment
Technologyayrefertothelevelofknow how orefficientuseoftoolsandequipment.Advancementin
technologywillleadtobetterqualitygoodsandservices.
CulturalEnvironment



isabokemicah@gmail.com

Novels,UpdatedICT,CPA,KASNEB,HighSchool&PrimarySchoolNotes 0714497530

Culturearethenormsthatregulatebehaviorsofpeopleinasociety.Culturedictateshowpeopleliveand
whattheyconsume.
CompetitiveEnvironment
Thisiswherefirmsaretryingtooutdoeachotherintheireffortstomaximizeprofits.
PhysicalEnvironment
Physicalenvironmentincludefactorssuchas:
Reliefandclimate.
Infrastructurelikeroads,watersupply,electricityandbanks.
Goodinfrastructuremaysupportbusinessactivitiescomparedtopoorinfrastructure.

Endoftopic

Didyouunderstandeverything?
Ifnotaskateacher,friendsoranybodyandmakesureyouunderstandbefore
goingtosleep!

PastKCSEQuestionsonthetopic

SATISFACTIONOFHUMANWANTS
CHAPTERTHREE

SpecificObjectives
Bytheendofthetopicthelearnershouldbeableto:
a)Explainthemeaningandcharacteristicsofhumanwants;
b)Classifyhumanwant;
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c)Explainthemeaningofgoodsandservices;
d)Discusscharacteristicsofgoodsandservices;
e)Explainthemeaningandcharacteristicsofeconomicresources;
f)Relatetheconceptsofscarcity,choiceandopportunitycosttoreallifesituations.

Content
Meaningandcharacteristicsofhumanwants
Typesofhumanwants
Meaningofgoodsandservices
Characteristicsofgoodsandservices
Economicresources
Relationbetweenscarcity,choiceandopportunitycosttoreallifesituations

Introduction

Humanwants
Thesearethedesiresthathumanbeingsstrivetosatisfybyusinggoodsandservices.

Satisfactionofhumanwants
Thisistheprocessofacquiringandusinggoodsandservices.

Characteristicsofhumanwants
Theyarecomplementary
Satisfactionofonewantmayleadtoanotherwant.
Competitive
Theycompeteforattentionsuchthateachoneofthem yearnstobesatisfiedfirst.
Varyinurgencyandintensity
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Theamountofgoodstobesatisfiedvaryfrom onepersontoanotherandfrom timetotimedependingon
age,sexandsituation.
Theyareinsatiable
Humanwantscannotbefullysatisfiedbecausetheyareendlessandunlimitedinnumber.
Theyrequireresource
Humanwantsrequiresresourcestobesatisfiedsuchasmoney
Someareuniversal
Mosthumanwantsarecommontoeverybodyalthoughtheyvaryinquantities.
Theyarerecurrent(repetitive)
Aparticularwantwilldemandtobesatisfiedoverandoveragainbecausewantsarenotfullysatiable.

Typesofhumanwants

Basicwants/needs/primarywants
Thesearerequirementsthatonecannotdowithoutbecausetheyarenecessaryforlife.Theyfallunder
foodshelterclothing.

Characteristics
Onecannotdowithoutthem.
Theyarefeltneeds.
Theycannotbepostponed.
Theyaresatisfiedbeforesecondarywants.

Secondarywants
Thesearerequirementsthatonecandowithoutbuttheyarerequiredtomakelifemorecomfortable.They
arecategorizedinto:
Comfort
Thesearewantsthatimproveone’slivingstandardsbeyondthelevelofmeresurvival
luxury

Thesearerequirementsthatprovideexcessivecomforts.

Goodsandservices
Goodsarephysicalcommoditiesthataretangiblewhileservicesareactionswhichareintangible.

Characteristicsofgoods
Aretangible
Theycanbetouchedandfeltbecausetheyarematerial.
Canbestored
Theycanbestoredforfuture.Theonesthatcanbestoredforlongertimearecalleddurablegoodswhile
perishablegoodscannotbestoredforalongertime.
Qualitycanbestandardized
Thequalityofgoodscanbemadeuniform throughmechanization.
Canchangepossession
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Goodscanchangeownershipfrom onepersontoanotherthroughtrade.
Canbeseen
Mostgoodscanbeseenexceptforafewexceptionssuchasair.

Canchangeinqualityovertime
Somegoodsmaylosevalueovertimesuchasmotorcarsandfurniture.

Characteristicsofservices
Areintangible
Theycannotbefeltortouchedbecausetheyareimmaterial.
Cannotbestored
Servicescannotbestoredforfutureusebecausetheycanareconsumedastheyareprovided.
Qualitycannotbestandardized
Qualitycannotbestandardizedbecausethequalityofservicesarehighlyvariableovertimeandfrom one
providertoanother.
Inseparablefrom theprovider
Servicescannotbeseparatedfrom theproviderastheyareprovideddirectlytotheconsumer.
Cannotbeseen
Theycannotbeseensincetheyareintangibleandimmaterial.

Differencesbetweengoodsandservices

Goods Services

Aretangible

Canbestored

Canbestandardized

Canchangepossession

Notallgoodsareperishable

Mostcanbeseen

Canchangeinvalue

Areintangible

Cannotbestored

Cannotbestandardized

Cannotbeseparatedfrom theprovider

Servicesarehighlyperishable

Cannotbeseen

Cannotchange in value since theycannotbe
store

CharacteristicofEconomicresources
Scarceinsupply
Economicresourcesarelessinsupplythanwhatisrequiredbyhumanbeings
Havemoneyvalue
Economicresourceshavemonetaryvaluethroughwhichtheycanchangeownership
Unevenlydistributed
Someplacesmayhaveplentyoftheresourceswhileothersmayhavelessbecausetheyareavailablein
varyingquantities.
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Haveutility
Utilityistheusefulnessorabilitytosatisfyahumanwant.
Havealternativeuses
Economicresourcescanbeputintodifferentuses
Canchangeownership
Changeinmonetaryvaluefrom onepersontoanothermaybeeffectedbysalesinceithasmonetaryvalue.
Canbecombined

Economicresourcescanbecombinedinvariousquantitiestoproduceothergoodsandservices.
Canbecomplimentary
Differenteconomicresourcesmaybeconsumedtogether.

Classificationofeconomicresources
Theycanbecategorizedasdiscussedbelow:

Naturalresources
Theyareresourcesthatoccurnaturally,manplaynopartintheircreation.Theyincludeforests,rivers,
mountains,lakes,climateandland.

Man-maderesource
Theyareresourcesthatarecreatedbyhumanbeingstobeusedinsatisfyingtheirwants.Theyarealso
calledartificialgoods.Man–maderesourcesareusedtoproducegoodsthatareeitherconsumeror
producergoods.

Consumergoods–goodsconsumeddirectly.
Producergoods–goodsusedtoproduceothergoods.Alsoknownuscapitalgoods.

Humanresource
Thesereferstohumanbeingswhenrenderingtheirservicesinproduction.

RenewableResourcesandNon–renewableResources

Renewableresources
Theseareresourceswhosesupplycanberestoredandiftheyarenot,creationofgoodsandservicesis
reducedanditmaystopaltogether.

Non–renewableresources
Theseareresourceswhosesupplycannotberestoredafteruse.Usingtheseresourcescanleadtotheir
resources.

Renewableresources Non–renewableresources
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Wood
Naturalrubber
Wool
Silk
Leather
Solarenergy
Hydro–electricpower
Windpower

Coal
Buildingstore
Gravel
Iron
Aluminum
Gold
Lead
Naturalgas

RelationshipbetweenScarcity,ChoiceandOpportunityCost
Scarcityreferstoaslessthan,inadequateinsupplyorlimitedsupplyofeconomicresourcesinrelationto
unlimited humanwants.Limited resourcesnecessitateschoicethusmaking choicesamong various
competingalternativesaccordingtotheorderofpriority.Whenchoiceismadetheforegoneitem becomes
theopportunitycost.Opportunitycostisthereforethevalueoftheforgonealternativewherechoicehas
beenmade.

Opportunitycostisthevalueoftheforgonealternativewherechoiceismade.

Scaleofpreferenceisalistofwantsinorderoftheirimportance.

Endoftopic

Didyouunderstandeverything?
Ifnotaskateacher,friendsoranybodyandmakesureyouunderstandbefore
goingtosleep!

PastKCSEQuestionsonthetopic
PAPER1
1995Classifyeachofthefollowinggoodsaseitherproducerorconsumer (3mks)

Good Classification
a) Factory
b) privatescar
c) Ironore
d) Tools
e) Exercisebooks
f) Clothing

2. 1196outlinethreecharacteristicsofbasichumanwants. (3mks)
3. 1996outlinefourmeasuresthatmaybetakentoconserveforestsinKenya (4mks)
4. 1997Statefourwaysinwhichnaturalresourcesmaybeofbenefittoacountry. (4mks)
5. 1997Givefourreasonswhyaconsumershouldsatisfybasicwantsbeforesecondarywants.

(4mks)
6. 1998Kenyareliesheavilyonoilasasourceofenergy.Statefourreasonswhythecountryshoulddevelop

alternativesourcesofenergy. (4mks)
7. 1999Statefourreasonswhyconsumershavetomakeachoicebetweencompetingneeds.
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(4mks)
8. 2000Statefourcharacteristicsofhumanwants. (4mks)
9. 2001Statethreebasicwantsthatindividualsinasocietyhave (3mks)
10. 2002highlightfourdisadvantagesofminingasaneconomicactivity (4mks)
11. 2003Statefourreasonswhyagovernmentmaydecidetocontroltheexploitationofitsnaturalresources.

(4mks)
12. 2004Statewhethereachofthefollowingactivitieswouldsatisfybasicorsecondaryneeds.

(4mks)

Activities Basic/Secondary

a) Buyingclothesforthefamily
b) Transportingfarm produce
c) Providingfoodforschoolchildren
d) Entertainingaguest

13. 2005Outlinefourwaysinwhichcommercesatisfieshumanwants,(4mks)
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PRODUCTION
CHAPTERFOUR

SpecificObjectives
Bytheendofthetopicthelearnershouldbeableto:
a)Explainthemeaningofproduction;
b)Distinguishbetweenthedifferenttypesofutility;
c)Distinguishbetweendirectandindirectproduction;
d)Describethelevelsofproductionandoccupationsrelatingtoeach;
e)Discussthefactorsofproductionandtherewardsforeach;
f)Explaintheroleofdivisionoflabourandspecializationintheproductionprocess;
g)Classifygoodsandservicesproducedinaneconomy.

Content
Meaningofproduction.
Typesofutility.
Directandindirectproduction.
Levelsofproductionandrelatedoccupations.
Factorsofproductionastheirrewards.
Divisionoflabourandspecialization.
Factorsthatinfluencethemobilityoffactorsofproduction.
Classificationofgoodsandservicesproducedinaneconomy

Introduction

Definition
Thisisthecreationofgoodsandservicesorincreasingtheirusefulnesstobecamemoresatisfying.

Utility
Theabilityofagoodorservicetosatisfyhumanwants.

Typesofutility

Form utility
Thisischangingtheform ofacommoditybyconvertingrawmaterialstofinishedgoods.Forexampleit
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canbedonethoughprocessing.

ii.)Timeutility
Thisiscreatedbystoringthegoodsuntiltheappropriatetimetouseit.Forexamplestoringfoodforlater
use.

iii.)Place utility
Thisisthebridgingofgeographicalgapbetweentheproducersandconsumersthroughtransportation.For
exampletransportinggoodsfrom oneareatoanother.

iv.)Possessiveutility
Thisisthetransferofownershipofgoodsfrom onepersontoanotherthroughtrade.

Directandindirectproduction
Therearetwotypesofproduction:
Directproduction.
Indirectproduction.

Directproduction/subsistence
Thisisproductionofgoodsandservicesforpersonaluseandtheproductsarenotmarketed.

CharacteristicsofDirectProduction
Productivityusuallyonsmallscale
Usuallyforownconsumption
Productionisnotforthemarket
Usesimplemethodofproduction
GoodsandServicesareoflowquantityandquality
Encouragesindividualism.
Leadstolowstandardsofliving.
Canbeverytiring.

Indirectproduction
Thisistheproductionofgoodsandserviceswiththeaim ofsellingexcessinordertoacquirewhatone
doesnotproduce.

CharacteristicsofIndirectProduction
Productionwithaviewofexchange.
Theproducerspecializesinoneorafewareasofproduction.
Itresultsinsurplusproductionofgoodsandservices.
Goodsproducedareofhighquality.

LevelofproductionandRelatedOccupation
Therearethreelevelsofproduction.

Primarylevel/extractive
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Thislevelinvolvesextractionofgoodsfrom theirnaturalsetting.

Secondarylevel
Inthislevelrawmaterialsaretransformedintofinishedproductorintomoreusefulforms.

Tertiarylevel
Thislevelofproductiondealswithprovisionofservicesanditisdividedintothreecategoriesasfollows:
CommunalService
Directpersonalservices.

Level
Primary

Secondary

Tertiary

Nature
Extractive

Processing
Manufacturing
Constructive

Commercial
services

Directpersonal
services

Examples
Lumbering,MiningFarming

Maizemilling,coffeeprocessing,Oilrefining
Maizemilling,Manufacturing
Roadbuilding,RailwayConstruction

Banking,Insurance,Wholesaler

Teaching,hairdressing,MedicalCare
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Factorsofproduction
Theseareresourcesthatarenecessaryintheproductionprocess.Theyareresourcesoragentsrequiredin
theproduction,withoutwhichproductionisnotpossible.Theyarediscussedasfollows:

Land
Landreferstoallthenaturalresources.Forexample.Soil,mineral,rivers,lakesandclimate.Rewardsfor
landare:
Royalty
Rent
Rates
Commission

Characteristicsoflandasafactorofproduction
Basicfactorofproduction.
Supplyisfixed.
Itlacksgeographicalmobility.
Qualityisnothomogeneous.
Productivityoflandcanbeincreasedbyincreasingquantityandqualityofcapital.
Itissubjectedtothelawofdiminishingreturns.
Itisanaturalresource.

Labor
Thisishumanphysicalormentaleffortappliedinproduction.Rewardsforlaborare:

Wages.
Salaries.

Characteristicoflaborasafactorofproduction
Basicfactorofproduction.
Cannotbestored.
Labourcannotbeseparatedfrom thelaborer.
Laborersselltheirlabourandthemselves.
Labourismobile.

Capital
Thisreferstoallman–maderesourcesusedinproductionofgoodsandservices.Rewardsforlabour:
Interest
.

Characteristicoflabourasafactorofproduction
Man–madehencesupplyisunderman’scontrol.
Basicfactorofproduction.
Itissubjectedtodepreciation.
Canbeimprovedthroughtechnology.
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Entrepreneurship
This is the abilityto organize otherfactors ofproduction in appropriate proportions foreffective
production.Therewardsare:
Profit
.
.

Functionofentrepreneurship
Identifiesviablebusinessopportunity.
Combinetheotherfactorsofproduction.
Providescapitalrequiredtocarryoutproduction.
Employsandrewardsotherfactorsofproduction.
Hebearsalltherisksandlosses.
Hemakesallthedecisionsonthebusiness.
Hecontrolsandmanagesthebusiness.

Divisionoflabourandspecialization

Divisionoflabour
Thisiswhereaproductionprocessisbrokendownintostagesandeachstageisassignedtoanindividual
aregroupofindividuals.

Specialization
Thisreferstowhereoneconcentratesintheproductionofwhathe/shecanproducebestleavingother
peopletoproduceothercommodities.

Advantagesofdivisionoflabourandspecialization
Outputperworkerisgreatlyincreased.
Productionofhighqualitygoodsandservice.
Aworkercanengageinatradewhichshe/heisbesttalented.
Specializationencouragesinventionandinnovation.
Makesproductionfasterandefficient.
Enableaworkertoacquireskillsinaparticularfield.
Divisionoflaboursavestime.

Disadvantagesofdivisionlabourandspecialization
Specializationleadstomonotonyofworkresultingtoboredom.
Hinderscreativitysincepeopleworkmechanicallyjustlikemachines.
Specializationmakeaworkerdependsononetrade.
Useofmachinesisencouragedwhichcreatesunemployment.
Specializationmaymakeacountrydependentonothercountries.
Manypeoplearebroughttogetherleadingtosocialproblemssuchascrimesandprostitution.

Classificationofgoodsandservicesproducedinaneconomy.
Consumergoodsareproducedforfinalordirectusebythebuyer.E.g.foodandclothing.
Producergoodsproducedtobeusedinproductionofothergoods.E.g.Machines.
FreeGoodstheyareavailableinabundantasgiftsofnature.E.g.Air.
Economicgoodstheyaregoodswhicharescaresinsupplyandhavemoneyvalue.E.g.humanresource.
Perishablegoodsarethosethatgobadveryeasilyunlessstoredinspecialfacilities.E.g.flowersandfruits.
Durablegoodsarethosethatwillcontinuegivingservicesforalongtime.E.g.vehiclesandtelevision.
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Publicgoodsarethosegoodsthatbelongtonooneinparticularbutareownedbythegovernmentorbyall
collectively.E.g.roads,airportsandrivers.
Privategoodsareownedbyindividuals.E.g.personalcarsandprivateschools.
Intermediategoodsaregoodsthatarenotreadyforusebeforetheyarefurtherprocessed.E.g.sisal,Sugar
-caneandwheat.
Finishedgoodsarefinalproductsthatcomeoutofproductionintherequiredform.E.g.Furniturefrom
Timber.
Materialgoodsarecommoditiesthataretangiblelikebooks,chairsandvehicle.
Non–materialgoodsareservicessuchasteaching,nursing,entertaining.

Waysinwhichproductionactivitiesaffectenvironment.
Depletionofproductiveresourcese.g.forests,fishinlakes, exhaustionofminerals.
Degradationofenvironmentwhichmayleadtoclimatechangesthatmayhaveadverseconsequenceson
thelivesofthepeople.
Pollutionofairandwaterwhichisdetrimentaltobothhumanandanimallife.
Problem ofdisposalofsolidandplasticwastewhichmayresultinspreadofdiseases.
Adverseeffectsontheozonelayerposingathreattothefutureofmankind.Forexamplecontinues
depletionofozonewouldleadtoincreasedcasesofskincancer.
Pollutionofhumanhabitatmakingitunhealthyandpronetodiseases.

Endoftopic

Didyouunderstandeverything?
Ifnotaskateacher,friendsoranybodyandmakesureyouunderstandbefore
goingtosleep!

PastKCSEQuestionsonthetopic

PASTKCSEPAPER1

1. Classifyeachofthefollowingproductionactivitiesaseitherprimaryortertiary.

(3mk)

Activity Levelofproduction

a) Diggingclaysoil

b) Constructingabridge

c) Sellinginshop

d) Makingtea

e) Transportingmedicine

f) Growingvegetables



isabokemicah@gmail.com

Novels,UpdatedICT,CPA,KASNEB,HighSchool&PrimarySchoolNotes 0714497530

2. Outlinefourreasonswhyproductioninthesubstancesectorisusuallylow. (4mks)

3. Namefourcommercialserviceswhichareusefultothemanufacturer. (4mks)

4. Outlinefourreasonswhyamultinationalcompanymayprefersettingupaproductionunitinadeveloping

countryinsteadofexportingfinishedgoodstothecountry. (4mks)

5. Classifyeachofthefollowingactivitiesaseitherprimary,secondaryortertiary.(4mks)

Activity Classification

a) Plantingmaize

b) Grindingmaize

c) Sellingmaize

d) Harvestingmaize

6. Statethemeaningofthefollowingterms. (4mks)

Consumergoods

Producergoods

7. Namethefactorthateachofthefollowingresourcesrelateto (5mks)

Resource Factorofproduction

a) Manager

b) Vehicle

c) Cotton

d) Water

e) Owner

8. Outlinethreecharacteristicsofdirectproduction. (4mks)

9. Outlinefourfactorsthatmayaccountforpredominantdirectproduction (4mks)

10. Listfourfunctionsofentrepreneursasafactorofproduction (4mks)
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11. Statefourrolesofanentrepreneurinproduction. (4mks)

PASTKCSEPAPER2

1. HighlightfivewaysinwhichanEntrepreneurcontributestotheproductionofgoods.

2. Explainfivewaysinwhichlargescaleorganizationareabletoreducetheircostsofproduction.

(10mks)

ENTREPRENUERSHIP

CHAPTERFIVE

SpecificObjectives
Bytheendofthetopicthelearnershouldbeableto:
a)Explainthemeaningofentrepreneurship;
b)Discusstheimportanceofentrepreneurshiptoaneconomy;
c)Describethecharacteristicsofanentrepreneur;
d)Generatebusinessideas;
e)Identifyabusinessopportunity;
f)Evaluateabusinessopportunity;
g)Explaintheneedforbusinessplan;
h)DiscussthefactorsthatinfluenceentrepreneurshipinKenya;
I)discussthecausesofbusinesssuccess;
j)Recognizetheneedforethicalpracticesinbusiness.

Content

Meaningofentrepreneurship.
Importanceofentrepreneurshiptoaneconomy.
Characteristicsofanentrepreneur.
Businessideas.
Businessopportunity.
Evaluatingabusinessopportunity.
Needforbusinessplan.
FactorsthatinfluenceentrepreneurshipinKenya.
Causesofbusinesssuccess
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Introduction

Definition
Theprocessofidentifyingabusinessopportunityandgettingthenecessaryresourcestostartandrunthe
business.

Entrepreneur
Thisisthepersonwhocreatesnew businessesortransformstheexistingonesinthefaceofrisksand
uncertaintiesinordertomakeprofit.

Importanceofentrepreneurshiptoaneconomy
Creationofemployment
Throughentrepreneurshipjobsarecreatedforpeoplewhowouldotherwisebejoblessbyabsorbingthem.
Formationofcapital
Entrepreneursareabletocreatecapitalinmanywayssuchasusingtheprofitearnedtoexpandthe
business.
Reducedruralurbanmigration
Entrepreneursareabletosetupbusinessesintheruralareasandemploylocalpeoplewhowouldhave
otherwisegonetourbanareastolookforemployment.
Raisingstandardsofliving
Entrepreneursareabletocreategoodsandserviceswhichimprovethestandardoflivingofthepeopleand
alsothesalriestheygetfrom theemployments.
Savingsonimports
Localentrepreneursareabletocreategoodsandserviceswhichwouldhavebeenimportedtherefore
savingthemoneyusedonimports.
Improvinginfrastructure
Areaswheremanybusinessaresetupthegovernmentmayimproveinfrastructuresuchasroads,security
orcommunicationstohelpbusiness.
Makinguseoflocalresource
Entrepreneursmakesuseoflocalresourceswhichmayhavebeenidletocreategoodsandservices.
Promotionoftechnology
Entrepreneursareverycreativesuchthattheycontributetodevelopmentoftechnology.

Characteristicsofanentrepreneur
Desiretoachieve.
Abilitytosolveproblems.
Readinesstotakerisks.
Initiative.
Timeconsciousness.
Creativityandinnovation.
Independence.
Self-confidence.
Desireforfeedback.

Businessideas
Thesearethebasicpointsoftheprospectivebusinessthatanentrepreneurmayneed.Itmayindicatethe
following:
Theproductsthebusinesswillsell.
Whothebusinesswillsellto.(market)
Wherethebusinesswillbelocated.
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Howthebusinesswillrun(management).
Whythebusinessisneeded(objectives).
Sourcesofbusinessideas
Newspapers.
Showsandexhibitions.
Magazinearticles.
Hobbies.
Vocationaltrainingandexperience.
Surveys.
Wasteproducts
Spottingamarketgap(niche).

Businessopportunity
Thisisanattractiveprojectideasthatanentrepreneuracceptsforinvestments.

Identifyingbusinessopportunity
Businessopportunityexistwherethereisagapinthemarketthatneedstobefilled.Examplesofsuch
gapsare:
Unavailabilityofproducts
Thisiswherethegoodsandservicesneededbytheconsumersarenotavailableinthemarket.
Poorqualityproducts
Abusinessopportunitymayexistwhereoneoffersqualitygoodsandservices.
Insufficientquantities
Thisiswherethedemandforgoodsandservicesishigherthanquantitydemanded
Unaffordableprices
Abusinessopportunitymayexistsifonewouldchargelowerprices.
Poorservices
Abusinessopportunityexistswherecustomersarenotwellserved.

Evaluatingabusinessopportunity
Thismeansassessingwhethertheidentifiedopportunityisviableornot.

Factorstoconsiderwhencarryingoutbusinessopportunityevaluation
Personalconsideration
Thesearetheabilitiesandexpectationsofanentrepreneurandtheyinclude:
Objectives
Skills
Commitments
Interest

Businessconsideration
Theseareexternalfactorsthatarelikelytoaffectbusinessoperationsandtheyinclude:
Availabilityofmarket
Technology
Rawmaterials
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Governmentpolicy
Levelofcompetition
Security

Businessplan
Thisisawrittendocumentthathighlightstheobjectsofthebusinessandstepstobefollowed.

Needforabusinessplan

Avoidmistakes
Mistakesareidentifiedearlyandcorrectedearlyintheplan.Thishelpsinavoidingoccurrenceofsuch
mistakesinthebusiness.

Identifyingstrengthsandweaknesses
Abusinessplanhelpsinrevealingthestrengthsandweaknessesinthebusiness.

Requirementbyfinanciers
Financialinstitutionssuchasbanksmayrequirethebusinessplanbeforetheycanaccepttofinancethe
businessactivities.

Determinationoftheamountoffinancesrequired
Abusinessplanenablesinworkingouttheamountoffinancethatisrequiredtofundthevariousactivities
inthebusiness.

Allocationofresources
Ithelpsentreprenuerstoallocatetheavailableresourcesinthemostappropriateway.

Amotivatingfactor
Abusinessplaniscommunicatedtoallemployeesinthebusinessmakingthem toworktowardsthegoals
henceitsmotivatingfactor.

Adaptability
Abusinessplanshouldgiveroom foradoptionofanychangesthatmightoccurinfuture.

Factorsthatinfluenceentrepreneurialpractices
Governmentpolicy
Favorablegovernmentpoliciesmayencouragebusinessactivitieswhileunfavorablegovernmentpolicies
suchhightaxationwilltendtodiscouragethem.
Infrastructure
Availabilityofgoodinfrastructureinanareatendstoencouragepeopletosetupbusinesswhilepoor
infrastructuretendstodiscouragethem.
Levelsofeducationandskills
Anentrepreneurwhohasappropriateknowledgeandskillsstandsabetterchanceofsuccendingina
businesssthantheonewhodoesnot.
Availabilityofmarkets
Adequatemarketwillencourageproductionofgoodsandservicesandalsoencouragemoreinvestors
comparedtoinadequatemarketwhichwilldiscourageentrepreneurs.
Availabilityofresources
Abusinessthatusesmoderntechnologyisabletoproducequalitygoodsandservices.Suchserviceswill
attractmorecustomersleadingtoanincreasedmarketfortheirgoods.
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Culture
Culturedeterminesthekindofgoodsandservicesthatthepeopleconsume.Theculturemayfavoredthe
businessornot.
Competition
Abusinesswillthriveifitisabletocompetefavorablywithothers.
Politicalstability
Politicalstabilitywillencourage formation and growth ofbusiness due to favourable environment
comparedtopoliticalinstabilitywhichwilldiscourageformationofnew businessandaffecttheexisting
onesduetoinsecurity.
Naturalfactors
Naturalfactorssuchasrainfall,temperatures,earthquakes,pestmayinfluencethetypeofbusinessthatis
carriedoutinaparticulararea.

Causesofbusinesssuccess
Abilitytomanagepeople
Activitiesinvolvedinthemanagementofpeople
Hiring
Assigningduties
Supervision
Training
Motivation

Properlocation/availabilityofcustomer
Abusinesswherecustomersareeasilyavailablehashighchancesofbeingsuccesfull.
Availabilityofrawmaterialsorstockofgoods
Abusinessrequirescontinuessupplyofrawmaterialsorstockofgoodsthiswouldenableittocontinue
operatingtomeetcustomer’sneeds.
Adequatefinance
Abusinesswithadequatemoneyisabletodowellbecauseithasmoneytofinanceitsoperations.
LackofCompetition
Abusinessoperatinginanareaoflittleornocompetitionislikelytosucceedthanwherethereishigh
competition.
Commitmenttothebusiness
Theentrepreneurshouldbecommittedonlytohisorherbusinessandthiswillgivehim orhertimeto
managethebusinesswellthanwhenhe/sheiscommittedelsewhere.
Goodpublicrelations
Goodpublicrelationisnecessaryforattractingandretainingcustomers.
Beingcreativeandinnovative
Creativityandinvotationenablestheentrepreneurtostayaheadofcompetitionashefindsnewusersofa
productandevennewpricingmethods.

EthicalissuesinBusiness
Business ethics helps businesses in deciding whatactions are rightand wrong depending on
circumstances.

Needforethicalissuesinbusiness
Ensuresnodiscriminationinbusiness
Createsfairnessincompetition
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Ensuresprotectionoftheenvironment
Ensuresfairplayincompetition
Helpsinavoidingenvironmentaldegradation
Helpsinavoidingenvironmentalpollution
Avoidsconsumerexploitation

Endoftopic

Didyouunderstandeverything?
Ifnotaskateacher,friendsoranybodyandmakesureyouunderstandbefore
goingtosleep!

PastKCSEQuestionsonthetopic

CHAPTERSIX

OFFICEWORK
SpecificObjectives
Bytheendofthetopicthelearnershouldbeableto:
a)Explainthemeaningofanoffice;
b)Explainthefunctionsofanoffice;
c)Describethevariousofficelayouts;
d)Explaintheusesofvariousofficeequipment,
e)Discusstheroleoffilinginanoffice;
f)Discussthedutiesofvariouscategoriesofofficestaff;
g)Describeessentialqualitiesofeachcategoryofofficestaff;
h)Discusstrendsinofficemanagement.

Content
Meaningofanoffice
Functionsofanoffice
Typesofofficelayouts
Officeequipment
Roleoffilinginanoffice
Dutiesofvariousofficestaff
Essentialqualitiesofofficestaff
Trendsinofficemanagement
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Introduction
Anofficecanbedefinedasaplace,room orbuildingsetasideinanorganizationwherecommunication,
secretarial,accounting,administrationandclericalworktakeplace.

Functionsofanoffice
Receivingandrecordinginformation
Theofficereceivesinformationwithmeanssuchasletters,telephonecalls,ordersinvoicesfacetoface
conversationandreports.
Distribution(dissemination)ofinformation
Theinformationispassedtootherofficersconcernedforimplementationoraction.
Mailing
Thisinvolvesprocessingandsendingoutletters.
Reproductionofdocuments
Documentscanbereproducedusingtypewriters,carboncopying,photocopying,duplicatingandprinting.
Communication
Thisisthepassingofinformationfrom onepersontoanother.Theofficealwaysserveasthecentreof
communication.
Safeguardingandcontrollingoforganization’sproperty
Theofficeshouldensurethattheorganization’spropertyisprotectedandcontrolled.Thismaybedone
through:
Insuringtheassets.
Repairingtheassets.
Monitoring/supervisingtheiruse.
Havingarecordofallassets.
Regularservicingoftheassets.
Appointingstafftotakecare.
Tobeusedontheintendedpurpose.

Filling
Thisisstoringofinformationmainlyinfiles.

Characteristicsofagoodfilingsystems
Shouldbesimple.
Shouldbeflexible/elastic.
Beeconomical
Becompact.
Bynotoccupyingmuchspace.
Easytoaccess.
Besafe/secure.
Suitabletotheorganization.
Havecrossreference.

Roleoffillinginanoffice
Documentsareprotectedfrom lossandlandingintounauthorizedhands.
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Aidsinofficetidinessandefficiency.
Aidstomemoryasitcanbeusedforfuturereference.
Documentsarekeptneatandtidy.
Informationisstoredsystematicallyandcanbeeasilyretrieved.

Machinesusedinreproductionofdocuments
Carboncopying
Themethodusedtoobtaincopiesusingcarbonpapers.Thecopiescaneitherbehandwrittenortyped.

Advantages
Convenientespeciallywherefewcopiesarerequired.
Cheap.
Nospecialtrainingisrequired.

Disadvantages
Notconvenientformanycopies.
Copiescanbemisaligned.
Poorqualitycopies.
Difficulttoproducedifferentcolors.
Copiesofphotographscannotbereproduced.

Duplicating
Duplicatingisaprocesswherebyanumberofcopiesareobtainedwiththehelpofamastercopy.A
duplicatorcanproducecopiesofanoticeorreportinquantitiesrangingfrom lessthanahundredto
thousands.

Themaintypesofduplicators.
Inkduplicator
Itusesinktoreproducedocuments

Advantages
Quitecheapwhenmanycopiesareused.
Errorsmadeonthestencilcanbecorrectedbyuseofcorrectingfluid.
Copiesarepermanentandrelativelyofgoodquality.
Stencilscanbestoredtobere-used.
Itisfast.

Disadvantages
Expensivewhereafewcopiesarerequired.
Moretimeconsumingthanphotocopy.
Onlycoarseabsorbentpapercanbeusedhencenotsuitableforqualitycopies.
Separaterunsarerequirediftwoormorecolorsareneeded.

SpiritDuplicator
This machine is also known as a hectograph .Spiritduplicators are used to reproduce drawings,
handwrittenandtypewrittenmatterinavarietyofcolors.A‘mastersheet’ispreparedonaspecialpaper
withaglossysurface.

Advantages
Economicalwherefewcopiesarerequired.
Copiescanbeproducedinseveralcolors.
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Disadvantages
Notsuitableformanycopies.
Copiesfadeoutinthecourseoftime.
Themasterisexpensive.
Photocopying
Thisisthereproductionofanexactcopyofanoriginaldocumentbyuseofaphotocopier.

Advantages
Cheaponlyafewcopiesarerequired.
Quickerthanduplicatingorprinting.
Nospecialtrainingisrequiredfortheoperators.
Copiesproducedareofhighquality.
Coloredcopiesarealsopossibleinsomemachines.
Doesnotpollutetheenvironment.

Disadvantages
Expensiveforalargenumberofcopies.
Copiesmayfadeoutovertime.
Onlyselectedcolorscanbecopied.
Itisconvenienthencecaneasilybemisused.
Cannotbeusedwherethereisnoelectricity.

Printing
Thisisamethodofreproducingdocumentsusingeitheraprintingmachineorbymechanicalmeans.

Advantages
Highqualitycopies.
Differentcolorscanbereproduced.
Convenientformanycopies.
Doesnotpollutetheenvironment.

Disadvantages
Expensive
Trainedpersonnelisrequired.
Requireselectricity.

Stencil/screenprinting
Thisisamethodofprintingwhereascreenisused.Thismethodisusedtoprintlargeorirregularsurfaces
thatcannotbefedintomachine.

Advantages
Cheap
Stencilsmaybestoredforfutureuse.
Correctionsonstencilcanbemadewiththehelpofcorrectingfluid.
Canbeusedtoproduceavarietyofcolors.
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Littletrainingisrequired.

Disadvantages
Poorquality.
Massproductionisdifficult.
Maypollutetheenvironment.

OffsetLithography
Thisiswherethedocumenttobereproducedisfilmedusingacameraandtheinformationonthefilms
usedtoproduceanimageonaflatsheetofmetalcalledaplate.

Advantages
Documentsproducedareofhighquality.
Appropriateformassproduction.

Disadvantages
Initialandmaintainedcostofmachinesarehigh.
Pollutestheenvironment.
Printingismainlydoneonpaperwhichisobtainedfrom trees.
Requiresalotofmonitoring.

Typesofofficelayout.
Officelayoutreferstotheoutlook,arrangementandpositioningoffurnitureandequipmentinanoffice.

Openofficelayout.
Thisisalargeroom whereallstaffwork.
Advantagesofopenofficelayout
Easysupervisionofworkers.
Constructioncostislowbecausepartitionsarefew.
Easylocationofworkers.
Staffmovementisminimizedthussavingtimeusedinpassinginformation.
Promotesteamworkamongemployees.
Maintenancecostislow.
Floorspaceissaved.
Discourageabsenteeism byemployees.
Disadvantagesofopenoffice
Disruptionfrom colleagues.
Seniorworkersarenotplacedinareasofprivacyfailingtoconferstatustothem.
Untidyandun–businesslikeappearance.
Contagiousdiseasesmayeasilybepassed.
Thereisnoprivacy.
Noisefrom workersandmachines.

Enclosedofficelayout
Thisisanofficewhichisnormallyoccupiedbyoneortwopeople.
Advantagesofenclosedofficelayout.
Thereisprivacyforconfidentialdiscussions.



isabokemicah@gmail.com

Novels,UpdatedICT,CPA,KASNEB,HighSchool&PrimarySchoolNotes 0714497530

Thereislessnoiseanddisruptionfrom workersandmachines.
Conduciveworkingenvironment.
Conferstatustotoplevelemployees.
Providessecurityforvaluableandsensitiveitemssuchasdocumentsandcash.

Disadvantagesofenclosedoffice.
Thereisnoclosesupervisionofworkers.
Costlytoconstructandtomaintain.
Encourageabsenteeism.
Alotoftimeistakenbyofficerswhenmovingfrom oneofficetoanother.
Encourageslaxityinoffice.
Reducesinteractionbetweenmanagementsandotheremployees.
Possiblemisuseofofficefacilities.

Differencesbetweenopenplanandpartitioned/closedlayout

Openplan PartitionedLayout

i)Largeoffice

ii) Accommodates many

workers/staff

iii)Allowssharingofresources

iv) Cheaper to construct/

maintain/decorate

v)Suitable forgeneralwork/

work that does not require

concentration/secrecy

vi) Suitable for junior where

spaceislimited

vii)Encouragesteam work

viii)Easytosuperviseworkers

i)Smalloffices

ii)Accumulatesfewworkersorstaff

iii)Limitssharingofresources

iv) Expensive to construct maintain/

decorate

v)Suitableforworkthatisconfidential/

requiresconcentration

vi)Suitableforseniorworkers

vii)Suitablewherespaceisabundant

viii)Encouragesindividualism

ix)Difficulttosuperior/monitorworkers
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Landscapeofficelayout
Thistypeofofficelayoutissimilartoopenofficelayoutbutofhigherstandardsintermsofoutlook,
furnitureandotherequipment.

Advantagesoflandscapeofficelayout
Promotesteam workamongemployees.
Promotessharingofofficeequipmenttherebyreducingthecostsbuyingmore.
Supervisionofworkersiseasysincethemanagermaybeataraisedground.
Maintenancecostislow.
Easylocationofworkers.
Discouragesabsenteeism ofemployees.
Decorationfoundintheofficecreatesanattractiveandconduciveenvironmenttoworkin.

Disadvantagesoflandscapeofficelayout
Noisefrom machinesandcolleaguesmaybeaproblem.
Theofficemaybeexpensivetosetupandmaintain.
Seniorofficersarenotplacedinareasofprivacy.
Confidentialworkmaynotbeconvenientlydone.
Thesetupmaybemoreinclinedtobeautythancreatingaconduciveworkingenvironment

OfficeEquipment
Thesearefacilitiesusedinanofficetomakeworkeasierandefficient.

Rolesofofficeequipment
Speedupandsimplifyworkhencesaveontimeandlabour.
Enhanceneatnessandaccuracy.
Ensuresecurityofdocumentsandothervaluables.
Providescomfortableworkingenvironment.

Typesofequipmentinanoffice.
Generalofficemachines
Guillotine–trimmingdocumentsintorequiredshapesandsizes.
Paperpunch–tomakeholesinpaperstofacilitatefilling.
Staplingmachines–forpinningpaperstogether.
Stapleremover–toremovepinsfrom papers.

Mailroom officemachines
Foldingmachines–foldinglettersandsealingenvelops
Franklingmachines–forprintingpostageimpressionsonenvelopes
Addressingmachine–forprintingaddressesonmail
Sortingmachine–forsortingletters
Letteropener–foropeningletters
Composite–tofolddocuments,placethem inenvelopes,sealtheenvelope

Typingpoolofficemachines
Typewriter–maybemanual,electricorelectronicfortypingletters,reportsandsoon.
Dictatingmachine/Dictaphone–formakingshorthanddictationsandrecordinginformationontapes.
Papershredders–cuttingunwanteddocumentsintotinypiecestoavoidsuchdocumentsgettingintothe
wronghands.
Duplicatingmachines–forreproducingdocumentsfrom amastercopy.(Stencil).
Communicationofficemachines
Telephone–usedtosendandreceivemessages.



isabokemicah@gmail.com

Novels,UpdatedICT,CPA,KASNEB,HighSchool&PrimarySchoolNotes 0714497530

Tele–printer(telexmachine)–forprintingmessageswhicharetelexed.
Facsimile(faxmachine)– usedtotransmitprintedmessagessuchasletters,maps,diagramsand
photographs.

Duplicatingofficemachines
Photocopier,printingmachines,stencilduplicator–usedtoproducedocuments.
Accountsofficemachines
Addingmachine–addingandsubtractingfigures.
Cashregister–forpreparingcashreceipts.
Calculatingmachines–foralltypesofcalculations.
Accountingmachines–forpostinginformationtoledgersandpreparingpayrolls.
Computer–forcomplexcalculations.
Moneycountingmachine–forcountingcoinsandnotes.

Disadvantagesofofficeequipment’s
Laboursaving
Whenmachineisusedonlyfewstaffarerequiredhencetheorganizationsavesonsalariesandwages.
Speed
Theyaremuchfaster,thussavetime
Accuracy
Machinesaremoreaccurate,thoughitmustbeappreciatedthatamachinecanonlybeaccurateifthe
operatorisefficient.
Presentable
Thefinalproductofamachineisofhighquality.
Control
Machinesassistinreducingfrauds.
Uniformity
Whenamachineisused,thereisuniformityinoutput
Savingoncost
Machinesunlikelabour,aremoreeconomicalintermsofcostperunit.
Minimizemonotony
Machineseliminatethemonotonyofdoingthesamemanualworkrepeatedlywhichcausesfatigue.

Disadvantagesofofficemachines
Initialandmaintenancecostarehigh.
Breakdownsmayleadtostoppageofproductionprocess.
Machinescontributetounemployment.
Machinesmaybecameoutdatedduetoadvancementintechnology.
Somemachinesrequirestrainedmanpowerwhomaybedifficultandexpensivetoacquire.
Somemachinesmayrequirespecialstationaryandothermaterials.
Carelessnessofworkersmayresultintoanenormouswastageofresources.

Otherequipment’susedinanofficeinclude:
Fillingcabinet
Safe
Trays.

Factorstoconsiderwhenselectingofficeequipment’s
Cost
Thisistheinitial,maintenanceandrunningcostsoftheequipment.
Adaptability
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Thisistheabilityoftheequipmenttocopewithfuturechangesanddevelopment.
Possibilityofhiringratherthanbuying
Onehastoconsiderthecostandconvenienceofbuyinganequipmentasopposedtohiring.
Durability
Thisreferstothelifespanofequipment.
Effectonstaffmorale
Thisreferstostaffattitudetowardstheequipment.
Availabilityofcomplementaryresources
This refers to accessories required in order to operate the equipment for example power.
Onehastoconsiderwhetherthesparepartsoftheequipmentwillbereadilyavailableornot.
Availabilityofmanpower
Thisisthepersonnelrequiredtorunoroperatetheequipment.
Availabilityofroom

Onehastoconsiderwhethertheroom forkeepingtheequipmentisavailableornot.
Securityoftheequipment
Onehastoconsiderwhethertheavailableresourcesareadequatetoofferenoughsecurityforthe
equipmentornot.

Officestaff
Officestaffareateam ofemployeeswhoworktoachievetheorganizationsgoals.
Theyaredividedintothreegroups

Managerial
Theseareofficersinvolvedinformulatingandimplementingpolicies,andsupervisingtheactivitiesofthe
organization.

Junior
Thesearetheemployeeswhocarryouttheactivitiesoftheorganizationsasassignedtothem bythe
management.

Subordinatestaff
Thesearetheunskilledemployeeswhoperform non-specializeddutiessuchascleaninganddelivering
messages.

Dutiesofvariousofficestaff.
GeneralManager
Controllingalltheactivitiesoftheorganization.
Beingresponsibleforco-ordinationofalltheactivitiesoftheorganization.
Responsibleforstaffing.
Responsibleforprovisionofresourcesrequiredbytheorganization.
Advisingtheowner/sonmattersrelatedtotheorganization.
Planningtheworkandthetimescheduleinanorganization.

Companysecretary
Beingresponsibleforalllegalmattersofacompany.
Takingdownminutesatgeneralmeetings.

Departmentalmanagers.
Theseareemployeesresponsibleforrunningandcontrollingtheaffairsoftheirindividualdepartments’.E.g.
Financemanagerwhosedutiesincludethefollowing:
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Keepingbookofaccounts.
Collecting,bankingandmakingpaymentsonbehalfofthefirm.
Makingoutfinancialreturnstothegeneralmanager.
Preparingpayrollsandbuyers.
Preparingfinancialreportssuchasprofitandlossaccountsandbalancesheet.

PersonalSecretary
Dutiesofpersonalsecretary:
Filinginformationfortheboss.
Attendingmeetingsandrecordingminutes.
Supervisingjuniorsecretarialstaff.
Receivingandmakingtelephonecallsfortheboss.
Takingdictationfrom theboss.
Makingtravelarrangeandbookinghotelsfortheboss.
Keepingthepettycash.
Typist
Functions:
Typinginformationfrom originaldocuments.
Fillingdocuments.
Reproductionofdocuments.
Clerk
Duties/functions:
Handlingmail.
Duplicatingandoperatingvariousofficemachines.
Indexingandfiling.
Helpsinstore-keepingorrecord-keeping.
Ordering,receiving,storingandissuingofstationery.
Telephoneoperator
Ajuniorofficerwhorunsaswitchboard
Receptionists
Juniorofficerandhis/herdutiesinclude.
Supervisionofmessengersandporters.
Receivinganddirectingvisitorstotheirrespectivedestinations.
Takingandpassingofmessages.
Makingrenewingandcancellingappointments.
Keepingvisitorsrecordbook.

Essentialqualitiesofofficestaff.

Personalattributes
Physicalappearance.
Hygiene
Posture
Moralbehavior.
Goodhealth

Officeetiquette
Respect
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Punctuality
Courtesy
Loyalty
Honesty
Co-operation
Accuracy.

PersonalKnowledgeandskills
Knowledge
Skills

TrendsinofficeManagement
Thisreferstocurrentchangesinofficemanagementsuchascomputerization.Computerizationmeans
employmentofcomputersintheorganization'soperations.

Computers
Acomputerisanelectronicdeviceusedforprocessingdata,storinginformationandforcommunication
purposes.
Usesofcomputer
Datastorageandinventorycontrol
Itcanbeusedtoprocessamountingtransactionsandpreparetheledgeraccountsandpayroll.

Itcanaccuratelykeeparecordofstockathand,receiptsandissues.
Itcanstoreinformationrelatingtomembersofstaff.
Usedincommunicationservices,forexample,internet,intranetandwebsite.
Advantagesofusingthecomputer
Iteconomizesonspaceandmaterial.
Itspeedsupoperations.
Itsoutputispresentable.
Itcanstorealargevolumeofinformation.
Facilitatescommunicationfrom onepointtoanother,forexample-mail(electronicmail)
Itisaccurate.

Disadvantagesofusingcomputers
Leadstounemployment.
Inhibitsinnovation.
Monotony-Consumersusingthesamemachinesallthetimegetbored.
Confidentialinformationincomputersmaybeaccessedbyunauthorizedpersons.
Requireselectricity.
Subjecttoattackbycomputerviruses
Expansivetoinstall.
Requiresskilledmanpower.
Requiresonetohaveaback-upsystem forstorage.Thisisanextraexpense.

Usesofcomputersincommunication
Internet
Internetrefers to inter-connection ofmanycomputers in the world therebyfacilitating the flow of
informationfrom oneplacetoanother.InformationissentasE-mail.
Intranet(innet)
Inter-connectionofcomputerswithinasmallgeographicalarea.Forexample,itcanbeusedtoconnect
differentdepartmentsinanorganization.Insuchacaseifthesalesmanagerwantstocommunicatewith
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theproductionmanager,he/shecanuseacomputerinsteadofhavingtowalkthere.
Extranet
Thisistheinterconnectionofcomputerstofacilitatecommunicationbetweenthebusinessandselected
persons,suchassuppliers,customersandemployees.Accesstoextranetrequirestheuseofapassword
becauseitisnotforusebythegeneralpublic.

Website
Itisavirtuallocationintheinternetwhereinformationcanbepostedforotherpartiestoaccess.For
example,inmarketingclothes,designsandpricescanbepostedinthewebsitefortheprospectivebuyers
toaccess.Itcanalsobeusedasasourceofinformation.Forexample,ifonewantstoaccessthesalesof
acertaincompanyinamonth,theinformationmaybeavailableinthewebsiteeitherfreelyoratacost.
E-commerce
Thisiscarryingouttradingactivitiesthroughtheinternet.Thefollowingaresomeofits
Advantages:
Facilitatesaccesstoalargemarket.
Largeandsmallbusinessescantransactbusinessthroughtheinternetwithoutdiscrimination.
Afastwayofdoingbusiness.
Reducespaperworksincemanydealingsareonline.
Savesonthecostofsending,receivingandstoringinformation.
Onecanaccessimportantbusinessinformationwhichwouldbeusedtoenhancerunningofthebusiness.

Tele-conferencing
Thisisholdingaconferencethroughthecomputerwhiletheparticipantsareindifferentgeographical
areas.
Advantagesofinternet,intranet,website,extranetande-commerce.
Theyarefast
Lowcostincurredcomparedtotravelling.
Convenientbecauseyougettheinformationatthetouchofabutton.
Informationcanbestoredforfuturereference.
Disadvantages
Highinitialcostofequipment.
Maintenancecostishigh.
Usersrequiretrainingwhichmaybeexpensive.
Suffersfrom occasionalbreakdown,forexample,from virusattack.
Thefacilitiesarepronetomisuse.
Itrequirespowertooperate.

Officearrangement
Businessesarechangingfrom closedofficelayoutstowardsadoptingeitheropenorlandscapeoffice
layouts.Thishasmadeitpossibleforthemanagertohavebettercontroloftheorganizationatthesame
timeensuringthatcustomersaresatisfactorilyserved.

Publicrelationsdepartment
Theneedforcustomers'satisfactionhasnecessitateddevelopmentofcustomercaredepartmentsin
manybusinessorganizations.In such departmentscustomersmaybeeducated on theuseofthe
organization’sproducts.

Useofcellphones(mobilephones)
Useofcellphonesisarecentdevelopmentincommunication.Manybusinessorganizationshaveadopted
theuseofcellphonesbytheiremployees.Theiruseenablesofficerstocarryouttheirofficialdutieseven
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whentheyareawayfrom theirnormalworkingstations.Suchemployeesmaybeprovidedwithairtimeby
theorganization.

Officelocation
Officeslocatedintowncentersarefacedwithmanyproblems,suchastrafficjams,lackofparkingspace
andhighrunningcosts.Inanefforttosolvetheseproblems,somebusinessorganizationsarerelocating
theirofficestosub-urbanareas.Officesinsuchareasaremoreconvenienttoboththecustomersandthe
businessownersastheyareeasilyaccessibleandthecostofrunningthem islower.

Procedureandroutines
Manyofthetraditionalofficeprocedureandroutinesarebecomingoutdatedasbusinessesadoptnew
onesfacilitatedbyautomation.Forexample,useofcomputers,hasenabledemployeesinmanagement
positionstodoworkthatwouldotherwisehavebeendelegatedtojunioremployeeslikecopytypistsand
clerks.

Endoftopic

Didyouunderstandeverything?
Ifnotaskateacher,friendsoranybodyandmakesureyouunderstandbefore
goingtosleep!

PastKCSEQuestionsonthetopic

PASTKCSEPAPER1

1. Statethreereasonswhyofficedocumentsshouldbefiled. (3mks)

2. Outlinefourdutiesofanofficemanager. (4mks)

3. Thefollowingaretypesofofficeequipment.Paper,faxmachine,telexandtelephone.Inthetablebelow,match

eachequipmentwithitsappropriatefunction. (4mks)

Function Equipment

a) Sendingandreceivingwrittenmessages

b) Sendingandreceivingverbalmessages

c) Sendingandreceivingcopiesofmessages
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d) Sendingmessagesonewayonly.

4. Listfourqualitiesofanofficemessenger. (4mks)

5. Statefourfactorsthatdeterminetheperiodforwhichdocumentsshouldbestored.

(4mks)

6. Inthespaceprovidednametheofficeequipmentusedtoperform eachofthefollowingtasks.

Functions Equipment

a) Printingstampimpressiononenvelopes

b) Cuttingpaperintorequiredsizes

c) Pinningpaperstogether

d) Recording,processing,sorting&retrievinginformation

7. Outlinefourfunctionofanoffice (4mks)

8. Outlinefourfunctionsoftheofficeinanorganization (4mks)

CHAPTERSEVEN

TRADE
SpecificObjectives
Bytheendofthetopicthelearnershouldbeableto:
a)Explainthemeaningandimportanceoftrade;
b)Classifytrade;
c)Explaintheformsofhometrade;
d)Discussthetypesandfunctionsofretailers;
e)Discussthetypesandfunctionsofwholesalers;
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f)Describethedocumentsusedinhometrade;
g)Explainthemeansofpaymentusedinhometradeandthecircumstancesinwhichtheyareused;
h)Explainthetermsofpaymentusedinhometradeandcircumstancesinwhichtheyareused.

Content
Meaningandimportanceoftrade
Classificationoftrade
Formsofhometrade
Typesandfunctionsofretailers
Typesandfunctionsofwholesalers
Documentsusedinhometrade
Meansofpaymentinhometrade
Termsofpaymentinhometrade

Introduction
Trade
Thebuyingandsellingofgoodsandserviceswithanaim ofmakingaprofit.

Importanceoftrade
Helpspeopletoacquirewhattheymightnotbeabletoproduce.
Availsavarietyofgoodsandservices.
Helpsproducerstodisposeoftheirsurplus.
Createemployment.
Encouragespecializationanddivisionoflabour.
Promotessocialrelationsandunderstandingamongthepartiesinvolved.
Providesrevenuetothebusinesspeopleandgovernment.
Ensuresteadysupplyofgoodsandservices.

ClassificationofTrade
Tradecanbegroupedintotwo:

Hometrade
Foreigntrade

Hometrade/localtrade
Itiscarriedoutwithinacountry'sboundaries.

Foreigntrade/internationaltrade
Itiscarriedoutbetweentwoormanycountries.
Classificationofforeigntrade
Bilateralwhichisatradebetweentwocountries.
Multi-lateraltradecarriedoutamongmanycountries.

Formsofhometrade
Retailtrade
Thisinvolvesbuyinggoodsandsellingthem tothefinalconsumer.itiscarriedoutbyaretailer.
TypesofRetailers

Small-scaleretailbusiness
Requiressmallamountofcapitaltostartandoperate.

Large-scaleretailbusiness
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Requireslargeamountsofcapitaltostartandoperate.

ClassificationofSmall-scaleretailers
Classifiedintotwomaingroups
Smallscaleretailerswithoutshops.
Smallscaleretailerswithshops.

Small-scaleretailerswithoutshops.
Itineranttraders
Thesearetraderswhomovearoundsellingtheirgoodsusuallybybicycles,motor-cyclesoronfoot.

Characteristicsofitineranttraders
Foundmainlyindenselypopulatedareas.
Movefrom oneshoppingcentretoanotherinsearchofcustomers.
Theyareverypersuasive.
Theirpricesarenotcontrolled.

Advantagesofitineranttraders
Flexibleinthattheycanmovefrom oneplacetoanother.
Requireslittlecapitaltostartandoperatetheirbusiness.
Convenientinthattheytakegoodstothecustomers.
Theyusuallydonotsufferbaddebtsbecausetheysellincash.
Fewlegalformalitiesrequired.

Disadvantagesofitineranttraders.
Affectedbyweatherchangesbecausetheyoperateinopenairenvironment.
Itisdifficulttotransportbusinesswarestovariousplaces.
Donotofferguarantee,incaseitemsaretobefounddefective.

Roadsidesellers.
TheyaretraderswhoselltheirgoodsatplaceswhereotherpeoplepassbyE.g.AlongsidebusyRoads,bus
stagesetc.

Open-airmarkettraders
Open-airmarketsareplacessetasidebythegovernmentwherepeoplemeettobuyandsellgoods.
Automaticvendingmachines
Theyarecoin-operatedwherecoinsareinsertedintothemachinedependingonthepriceofwhatyouwant
tobuy.

SmallScaleretailerswithShops

Singleshops(unitshop)
Theyarerunbyonepersonwhomaygetassistancefrom his/herfamilyoremployedattendants.
Tiedshops
Tiedshopmainlyselltheproductsofoneparticularmanufacturerandtheyareownedbythemanufacturer.
Kiosk
Smallshopsorsimplestructureswhichsellfastmovinggoodslikenewspapers,sweetsandsoftdrinks.
Marketstalls
Theyarepermanentstandsfoundinmarketplaceswhichareconstructedandownedbylocalauthorities.
Canteens
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Theseareretailshopsfoundininstitutionssuchasschools,colleges,hospitalsandarmybarracks.They
sellgoodsmainlytothepeopleworkingintheinstitutions.
Mobileshops
Mobileshoptradersmovefrom villagetovillageorfrom towntotownsellingtheirgoods.

Advantagesofsmallscaleretailers.
Easytoraisecapitaltostartthebusiness.
Areabletousecheap/freelabourfrom thefamily.
Risksinvolvedintheirbusinessesaresmall.
Thebusinessissimpletostartandmanage.
Fewlegalformalitiesarerequiredtostartandrunthebusiness.
Thebusinessisflexible.

Disadvantagesofsmallscaleretailers.
Traderhaslimitedaccesstoloanfacilities.
Maynotaffordtohirespecialistortechnicalstaff.
Maysufferbaddebtsduetomanycreditsgiventocustomers.
Donotenjoyeconomiesofscale.
Havealowturnoverbecauseofthelittlecapitalinvested.

LargeScaleRetailers

CharacteristicsoflargeScaleRetailers
Requireslargeamountofcapital.
Operatemainlyinurbanareas.
Requirestheservicesofspecialistsuchassalespersonsandaccountants.
Managementishowevercentralized.
Buygoodsinlargequantitiesfrom wholesalersordirectlyfrom producers.

Typesoflargescaleretailers

Supermarkets
Alargeself-servicestorethatdealsmainlywithhouseholdgoods.

Featuresofsupermarkets
Requirelargecapitaltostart.
Stocksavarietyofgoods.
Offersself-servicesfacilities.
Goodshavepricetags.
Pricesofgoodsarefixed.
Nocreditfacilitiesareoffered.
Sellatcomparativelylowprices.

Advantagesofsupermarkets

Theyofferlowerpricesfortheirmerchandisethanotherretailers.
Savestimeascustomersareabletogetmostgoodstheyrequireunderoneroof.
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Customerspickthegoodsfrom theshelvesandpayforthem atthecounterhencenotimewastagewaiting
forattendants.
Supermarketsemployveryfewattendantswhichreducestheirmonthlywagebill.
Impulsebuyingleadstomoresales.
Theyavoidbaddebtsbynotsellingoncredit.

Disadvantagesofsupermarkets

Donotoffercreditfacilitiestothecustomers.
Donotdelivergoodstothecustomers'premises.
Foundmainlyinurbanareas.
Mayincurslossesduetopilferageofgoods.
Impulsebuyingmayleadthecustomerstobuyinggoodstheymaynotneed.

Chainstores.
Chain storesarelarge-scalebusinesseswith separatebrancheswhich aremanaged and organized
centrally.

Characteristicsofchainstores
Purchasesarecentralized.
Pricesarestandardforalltheirproductsinalltheirbranches.
Salesaredecentralized.
Allbranchesdealinthesametypeofproducts.
Theyareuniform inoutwardappearanceandinteriorlayout.

Advantagesofchainstores.
Offerlowpricesfortheirmerchandise.
Goodsaresoldoncashbasis,hencereducingbaddebts.
Chainstoresserveawidermarketbecausetheyarespreadalloverthecountry.
Thebusinessesareeasilypublicizedbythesimilarshopfrontsandwindowdisplays.
Slowmovinggoodsinonebranchcanbetransferredtoanotherbranchwheredemandforthem ishigher.
Costofrunningthechainstoresiscontrolledandmanagedbytheheadofficehencethecostisshared
amongvariousbranches.

Disadvantagesofchainstores
Requireslargeamountsofcapitaltostartandrunachainstore.
Identicalproductsmaycontributetolowsalesaspeoplemayshyawayfrom buyingidenticalproducts.
Chainstoresdonotoffercreditfacilitiesinexceptthoseoperatingexclusivelyonhirepurchaseschemes.
Lackofpersonaltouchwithcustomers.
Absenceofpersonaltouchbetweentheemployerandemployeemayreduceincentivesforhardwork
amongstaff.

Departmentalstores.
Adepartmentalstorescomprisesmanysingleshopsunderoneroofandonemanagement.

Characteristicsofdepartmentalstores.
Offersawidevarietyofgoodsatrelativelylowerprices.
Theyareattractiveandconvenienttostopin.
Theyareusuallysituatedintowncenters.
Theymayprovideservicessuchasrestaurants,readingroomsandpostoffice.
Eachdepartmentismanagedbyadepartmentalmanagerdealinginadifferentlineofgoods.
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Advantagesofdepartmentalstores.
Customerscanbuyawiderangeofcommoditiesfrom thedifferentshopsunderoneroof.
Theysellatlowprices.
Thestoresareabletoemployspecializedstaffwhoprovidequalityservices.
Generallyopenforlonghours.
Offersadequateparkingfacilitiestocustomers.

Disadvantagesofdepartmentalstores.
Largeamountofcapitalisrequiredtostartandrunthestores.
Onedepartmentmayrunasalosstoattractcustomerstootherprofitmakingdepartments.
Departmentalstorescatermainlyfortheurbancommunitiesinwhichtheyarelocated.
Lackpersonalcontactwiththeircustomers.
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Theirbigsizeposesmanagementproblemsrelatedto co-ordinationandcontroloftheactivitiesof
differentdepartments.

Hypermarket.
Itis a large shopping centre in one building comprising a variety ofbusinesses underdifferent
managementandarelocatedawayfrom thecitycentre.

Characteristicsofhypermarkets
Goodaccessroads.
Ampleparkingspace.
Manybusinessinonebuilding.
Attractiveandconvenienttoshopin.
Locatedintheoutskirtsoftown.
Offeravarietyofgoodsandservices.

Advantagesofhypermarkets
Offerextensiveparkingfacilitiestothecustomerssincetheyarelocatedawayfrom towncentres.
Customerscandoalltheirshoppinginonebuilding.
Hypermarketssaveonspace,whichreducesrentsandrates.
Usuallyopenforlonghours.
Theymayprovidecreditfacilitiesbyacceptingcreditcards.

Disadvantagesofhypermarkets
Sincetheyarelocatedawayfrom citycentres,theyserveonlyalimitednumberofpeopleespeciallythose
withcars.
Theyareathreattootherretailoutletsbecausemostofthecustomersdomostoftheirshoppinginthem.
Requirelargespacewhichisnoteasilyavailableinthecentralbusinessdistrict(CBD).
Theirpricesarenotcontrolledandthereforecustomerscanbeexploited.
Requireslargeamountofcapitaltostartandoperate.

Mailorderstores.
Thisisatypeofretailtradewherethebusinessiscarriedoutthroughthepostoffice.

Characteristicsofmailorderstores
Theysellgoodsthroughthepostoffice.
Theyadvertisethroughmeanssuchastheprintmedia,electronicmediaetc.
Transactionsarecarriedoutthroughthepostoffice.
Customersdonotvisitthesellingpremises.
Goodsaredispatched,mostlyonthebasisofcashwithorderorcashondelivery.
Mayhavelargewarehouses.

Advantagesofmailorderstores
Reachcustomerswhoarefarawayfrom theshoppingcentres.
Doesnotrequiretheservicesofsalespersonnel.
Noneedforskilledlaboursincesellingisroutine.
Maynotrequiretransportfacilities.
Totalcontrolofdistributionispossible.

Disadvantagesofmailorderstores.
Highcostofadvertisingincreasesthepriceofthegoods.
Inspectionofgoodsbythecustomerisnotpossible.
Thevarietyofthegoodsthatcanbesoldislimited.
Personalcontactbetweenthebuyerandsellerisnotpossible.
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Themethodismainlysuitabletothosewhocanreadandwrite.
Problemsarisinginthepostofficemayaffectthebusinesse.g.strikes

Functionsofretailers
Servicesrenderedtoconsumers
Creditfacilities
Retailerscangivecredittothecustomerstheytrust.
After-salesservices
After-salesservicesincludetransport,installation,repairandmaintenancewhichmaybeofferedbythe
retailers.
Varietyofgoods
Retailersmaystockgoodsfrom differentwholesalersormanufacturersforconsumersenablingthem to
haveawidechoiceofgoods.
Advice
Retailersmayofferadvicetocustomersonchoiceanduseofproducts.
Availinggoods
Retailersmakesgoodsavailabletoconsumersattherighttimeandplace.

Breakingbulk
Retailerssellgoodstoconsumersinconvenientquantities.

Servicesrenderedtowholesalers.
Retailersaregoodsourcesofvaluableinformationonthemarketwhichassistswholesalersinanticipating
consumers'demand.
Retailersassistwholesalersindistributingproductstoconsumers.
Retailersmayrelievethewholesalertheburdenoftransportation.
Retailersmayrelievethewholesalerstheburdenofstorage.

Servicesrenderedtotheproducers.
Retailerslinkwithwholesalersinprovidingvaluableinformationtomanufacturersonconsumerdemand.
Retailersmarkettheproducers'productstotheconsumers.
Retailersadvertisegoodsonbehalfofproducers.
Breaksbulkonbehalfofproducerstoconsumers.
Financeproducersbybuyingandpayingcash.

Wholesaletrade.
Wholesalinginvolvessellinggoodsinlargequantitiestotradersforresale.

Wholesaler
Atraderwhobuysgoodsinbulkfrom producersandthensellsthem toothertradersnormally.

Classificationofwholesaletrade.
Accordingtotherangeofgoodstheyhandle.

Generalmerchandisewholesalers.
Theydealinawiderangeofgoods/differenttypesofgoods.

Generallinewholesalers
Theydealinawiderangeofproductsbutwithinoneline.

Specializedwholesalers.
Thesedealinparticulargoodsfrom agivenlineofproducts.

Accordingtothegeographicalareainwhichtheyoperate.
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Nationwidewholesalers
Theydistributetheirproductstoallpartsofthecountry.

Regionalwholesalers
Theyoffertheirproductstocertainpartsofthecountryonly.

Accordingtotheirmethodofoperation

Cashandcarrywholesalers
Traders come and pick goods and pay cash forthem and the wholesalers don'toffercreditor
transportation.

Mobilewholesalers
Mobilewholesalersusevehiclestogoaroundsellinggoodstotraders.

Rackjobbers
Theyspecializeinsellingparticularproductstotheotherspecializedwholesalers.

Termsusedinwholesaling
Breakingbulk
Thisinvolvesdividingacommodityintosmallerquantitiesfortheconvenienceofthebuyer.
Packing
Thismayinvolveoutinggoodsinpackets,boxesorcartoons.
Branding
Givingaproductanamebywhichitwillbesold.
Sorting
Selectinggoodsaccordingtosizes,weights,colorsandqualities.
Grading
Puttinggoodsingroupsofsimilarqualitiestomakeiteasiertopricethem.
Blending
Thisinvolvesmixingdifferentgradestoachievedesiredtastes,colorsorotherqualities.

Functionsofawholesaler

Note:
Functionsofwholesalersarealsotheadvantagesofwholesaletrade.

Servicesofwholesaletotheproducers.
Theyrelievetheproduceroftheproblem ofdistributionastheybuygoodsfrom producersandsellthem to
retailers.
Wholesalersrelieveproducersofsomeoftheriskstheywouldexperience.
Savestheproduceroftheproblem ofstoringbybuyinginbigquantities.
Wholesalerscarryoutmarketresearchthatisimportanttoproducers.
Theytransport,breakbulk,pack,brand,sort,andgradeandblendgoods.Thissavetheproducerthe
problem ofhavingtodothis.
Wholesalersengageinproductpromotionthroughactivitiessuchasdisplays,films,exhibitionsetc.
Wholesalersmaybuygoodsfrom producersoncashhenceprovidingproducerswithfinancetooperate.

Servicesofwholesalerstoretailers
Theystockavarietyofgoodsinlargequantitieshencerelievingretailersoftheproblem ofhavingtomove
todifferentproducerstobuygoods.
Theyavailgoodsatplacesconvenienttoretailers.
Theybreakbulkforthebenefitofretailers.
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Theymayofferadvisoryservicestoretailers.
Theymayoffercreditfacilitiestoretailers.
Theyengageinsalespromotion,henceretailersaresavedtheproblem ofhavingtodoso.
Wholesalersgrade,sort,blend,packandbrandgoods.Thissaveretailersthebotherofhavingtodoso.

Servicesofwholesalerstoconsumers.
Ensuressteadysupplyofgoodstoretailershencenoshortages.
Ensuressteadysupplyofgoodsintothemarketwhichleadstostableprices.
Wholesalersmakeitpossibleforthecustomerstoenjoyavarietyofgoods.
Breaksthebulkthusenablingtheconsumersthroughtheretailerstogetthegoodsinsuitablequantities.
Givesinformationtotheconsumersthroughtheretaileraboutgoods.

Documentsofhometrade
Letterofinquiry
Adocumentsentbybuyertoseller
Itinquiresaboutthepricesanddiscounts
Italsoinformsaboutthebuyer’sdemand

Quotation
Adocumentsentbythesellertopotentialbuyerwhenaninquiryisspecificinnature.
Contents
Sellergivesdetailsabouttheproducts
Quotationalsomentionsaboutthediscounts,ifoffered

Catalogue
Adocumentsentbysellertothebuyerdescribingthegoodsasellerstocks.Cataloguealsocontains
pictureswithattractthepotentialbuyertobuytheproducts
Contents
Pricesofthegoods.
After–salesservicesofferedbytheseller.
Packagingandpostingexpensestobeincurred.
Deliveryservicestobeused.
Termsofsale.

Pricelist
Thisisalistofitemssoldbythetradertogetherwiththeirprices.

Order
Adocumentsentbythebuyertothesellerwhichmentionsthetypeandquantityofproductrequired.Italso
mentionstheexpecteddeliverydate.
Contents
Nameandaddressesofthebuyerandseller.
Thenumberoftheorder.
Quantitiesorderedandtotalamounttobepaid.
Descriptionofthegoodsordered.
Priceperitem.
Specialinstructionsonpackaginganddelivery.

AcknowledgementNote
Adocumentsenttoaprospectivebuyertoinform him/herthattheorderhasbeenreceivedanditisbeing
actedupon.
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Packingnote
Thedocumentusedtoindicatetheitemspacked.
Contents
Quantitiesofgoodspacked.
Abriefdescriptionofthegoods.
Themeansofdelivery.

AdviceNote
Thisisadocumentsentbythesellertothebuyeraftergoodshavebeendispatchedtoinform him/herthat
thegoodshavebeendispatched.
Contents
Themeansofdelivery.
Adescriptionofthegoods.
Thequantitydispatched.

Deliverynote
Adocumentsentbythesellertothebuyerwiththegoods.Ifthisdocumentissigneditsignifiesthatthe

goodshavebeenreceived.
Contents
Nameandaddressesofthesellersandbuyer.
Dateofdelivery.
Deliverynotenumber.
Quantityanddescriptionofthegoods.
Spaceforthebuyerofthegoodstosignandcommentontheconditionsofthegoodsreceived.

ConsignmentNote
Itissentwhenthesellerdoesnotusehis/herownmeansoftransportandhencehiresatransporting
companytocarrythegoods.Onreceiptofthegoodsthebuyersignstheconsignmentnoteasevidence
thatthegoodswereactuallytransported.
Contents
Detailsofthegoodstobetransported.
Nameandaddressofthesellerandbuyer.
Termsofcarriageandconditionsoftransportingthegoods.

Invoice
Documentsentbythesellertothebuyerdemandingpaymentforgoodsdelivered.
Contents
Quantity.
Price.
Discount
Descriptionofthegoods.
Functionsofaninvoice
Showsthedetailsofgoodssold.
Arequesttothebuyertomakepayments.
Itisusedasasourcesdocument.

GoodsreceivedNote
Adocumentsentbythebuyertothesellertoinform him/herthatgoodssenthavebeenreceived.
Contents
Dateofthedocuments.
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Namesandaddressesofthebuyerandseller.
Correspondingpurchaseorder.
Detailsofgoodsreceived.
Datethegoodsarereceived.

Pro-formainvoice
Adocumentsentbythesellertothebuyerbeforegoodsaredeliveredshowinghowtheinvoicewouldlook
likeifthebuyerbuysthegoods.
Functions
Apolitewayofaskingforpaymentbeforethegoodsaredelivered.
Sentwhenthesellerdoesnotwanttogivecredit.
Usedbyimporterstogetcustom clearancebeforegoodsaredelivered.
Issuedtoanagentwhosellsgoodsonbehalfoftheseller.
Canbeusedtoserveasquotation.
Senttoshowwhatthebuyerwouldhavetopayiftheorderisapproved.

GoodsReturnedNote
Adocumentsentbythebuyertothesellerinforminghim/herofthereturnedgoods.
Reasonsforreturningthegoodsbythebuyer:
Wrongtype
Excess
Wrongquality
Damagedgoods.

CreditNote
Adocumentsentbythesellertothebuyertoinform him/herthattheamountpayablebyhim/herhasbeen
reduced.

Circumstancesunderwhichacreditnotemaybeissued.
Whengoodsarereturned
Goodsmaybereturnedforthem beingofwrongquality,excess,damagedorexpired

Whenthereisanarithmeticerrorresultingtoovercharge.
Wrongadditionmayleadtoinvoicinghighvaluethanthecorrectamount.

Whenemptingcontainersandpackingcasesarereturned
Whenemptingcontainerswhosevaluewereincludedintheinvoicearereturnedthisiscorrectedusinga
creditnote.

Whengoodsarepricedathigherpricethanthecorrectprice.
Whenaproductormorearepricedathigherpricethantruepricethisleadtooverchargingwhichis
correctedbyissueofcreditNote.

Whenthebuyerwaschargedforgoodsnotsupplied
Somegoodsmightbechargedbythesellerwhileinrealsensetheywerenotsuppliedduetomanyreasons
e.g.forgetting.

DebitNote
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Adocumentsentbythesellertothebuyertoinform him orherthattheamountpayablebyhim/herhas
beenincreased.

DebitNote CreditNote

Usedtocorrectundercharges

Increases the amount on an
invoiceissued.

Thesupplierdebitsthecustomer’s
account.

Issuedwhenacustomer’sfailsto
return chargeable/returnable
goods

Usedtocorrectovercharge.

Reduces the amounton an invoice
issued

The supplier credits the customer’s
account.

Issued when a customer returns
chargeable/returnablegoods

Statementofaccount
Adocumentsentbysellertobuyeraskingthebuyertopaytheoutstandingamount.
Contents
Namesandaddressesofthebuyerandseller.
Accountnumber.
Datecolumn.
Particulars/detailscolumn.
Moneycolumns.
Termsofcredit.

Receipt
Adocumentissuedbythesellertothebuyerasaproofthatpaymenthasbeenreceivedbytheseller.
Contents
Dateofpayments.
Nameofthepersonmakingpayment.
Amountpaidinwordsandfiguresandmeansofpayment.
Nameoftheinstitutionorpersontowhom paymentismade.
Receiptnumber.
Signatureofthepersonissuingthereceipt.

IOU
AnIOU(Ioweyou)isawrittenacknowledgmentofadebtwrittenbythedebtoranddoesnotspecifythe
datewhensettlementwillbemade.

MeansofPayments
Referstotheadditionalitemsgivenoutwhenmakingpayments.Thecommonmeansofpaymentsare:

Cash
Thisreferstonotesandcoins.NotesandcoinsareissuedbythecentralBankandarealsoreferredtoas
legaltender
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AdvantagesofCashpayment
Itistheonlymeansofpaymentwhichisalegaltender.
Convenientforsettlementofsmalldebts.
Itisconvenienttopeoplewithorwithoutbankaccounts.

DisadvantagesofcashPayment
Notconvenientforlargeamounts.
Cashcanbelostorstoleneasilyasitisreadilyusable.
Unlessareceiptsisissued,paymentincashmaybedifficulttoprove.

Circumstancesunderwhichcashpaymentisappropriate.
Wheretheamountsinvolvedissmall.
Wherethepayeedoesnotacceptothermeansofpayment.
Wherecashistheonlymeansavailable.
Wherethepayeerequirescashurgently.
Wherethereisneedtoavoidexpensesassociatedwithothermeansofpayments.

Cheque
Achequeisawrittenorderbyanaccountholderwiththebank(drawer)tothebanktopayondemanda
specifiedamountofmoneytothenamedpersonorthebearer.

Partiestoacheque
Drawer
Thisisthepersonwhowritesthecheque.
Payee
ThisisthePersontobepaid
Drawee

Thisisthenbank.

Typesofcheque
Opencheque
Anopenchequeistheonethatcanbecashedoverthecounter.Thepayeecanreceivecashwhenhe
presentsthechequetothebank(drawer)
Crossedcheque.
Acrossedchequecanonlybedepositedinanaccount.Whenthepayeetakesthechequetothebank,the
bankincreasesthemoneyinhisaccount.

Dishonoredcheque.
Achequeisdishonoredifthebankrefusestopay.Itcanalsobesaidtohavebounced.

Reasonsfordishonoringacheque
Insufficientfundsintheaccount.
Signatureoftheaccountholdermaydifferfrom thespecimeninthebank.
Whenthechequeispost-dated,i.e.achequepresentedforpaymentsearlierthanthedateindicatedonit.
Stalecheque,thatisachequepresentedsixmonthafterthedateissued.
Ifthedrawerhasclosedhis/heraccountwiththebank.
Whenthechequehasbeenalteredandthedrawerhasnotsignedagainstthealteration.
Ifabanklearnsaboutdeath,insanityorbankruptcyofthedrawerandhaveinstructionstothebanknotto
honorthechequewhenpresented.

Advantagesofusingacheque
Moresecurethannotesandcoinsbecauseiftheyareorstolen,theycanbetracedtothepersonwho
cashedthem.
Theyareconvenienttocarryandcanbeusedtopaylargesumsofmoneywhichwouldotherwisebe
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inconvenientifpaidinnotesandcoins.
Paymentcanbemadebychequewithouttheneedtotraveltomakethepayment.
Whenpaymentismadebyacheque,thechequetakestheplaceofareceiptsforfuturereferenceincase
ofcontroversyorlossofotherdocuments.
Chequearenegotiable.

Disadvantagesofusingacheque
Requiresthepayeetogotothebank.
Chequemaybedishonored.
Thedrawerpayssomebankcharges.
Canonlybeissuedbyanaccountholder.
Somepeoplemayrefusetoacceptpersonalchequesfearingthattheymaybedishonored.

Circumstancesunderwhichachequeisappropriateasameansofpayments.
Wheretheamountofmoneyinvolvedislarge.
Wherethepolicyofthebusinessdemandsso.
Wherethechequeistheonlymeansavailable.
Wherethereisneedtoavoidrisksassociatedwithothermeansofpayments.

Billofexchange
Thisisanunconditionalorder,inwriting,addressedbyonepersontoanother,requiringthepersontowhom
itisaddressedtopayondemand,oratastatedfuturedate,thesum ofmoneyonthebilltoanamed
personortoabearer.
Abillofexchangemustbe:
Signedbythedrawer.
Acceptedbythedrawer.
Acceptedunconditionally.
Beararevenuestamp.

AdvantagesofabillofExchange
Theholdermaypasstherightsonthebilltoanotherperson.
Dateofpaymentisdetermined.
Acceptancebythedebtormakesitlegallybinding.
Acceptancebythedebtormakesitlegallybinding.
Thepayeemayreceivemoneybeforeduedatesbydiscounting.

Disadvantagesofbillofexchange
Itmaybedishonoredonmaturity.
Cashmaynotbereadilyavailable.
Anexpensiveform ofcreditasthecreditormaylosepartofthefacevalueofbillinform ofdiscount.

Circumstancesunderwhichabillofexchangeisappropriate.
Wherethecreditorwantstobeassuredthatthepaymentwouldbemade.
Whenthecreditorwantsmoneywhilethedebtorisnotabletoraiseitbeforetheendofthecreditperiod.
Wherethecreditorwantstousethedebttopayanotherdebt.

Promissorynote.
Adocumentwherebyonepersonpromisestopayanotherpersonorhis/herorder,aspecifiedsum of
moneyatacertainstateddate.

SimilaritiesbetweenbillofExchangeandpromissorynote.
Bothactasevidenceoftheacknowledgmentofadebt.
Bothmaybediscountedbeforematurity.
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Botharelegallybinding.

Moneyorder
Moneyordersaresoldbypostofficeforthepurposeofremittingmoney.
Contentsofmoneyorder
Amountofmoneytobepaid.
Nameofthepersontowhom themoneyistobepaid.(Payee)
Nameofthepostofficeatwhichthemoneyorderistobecashed.
Nameandaddressofthesender.
Whetherthemoneyorderistobesentbytelegraphorordinarymeans.
Whetherthesenderwishestobeinformedifthemoneyhasbeenpaid.

Circumstancesunderwhichmoneyorderisappropriate.
Whereitisthemeansavailable.
Whereothermeansarenotaccepted.
Wherethereisneedtoavoidinconveniencesorrisksassociatedwithothermeans.

Postalorder
Postalordersaresoldbythepostofficeforthepurposeofremittingmoneyandtheyareavailableinfixed
denominations.

Circumstancesunderwhichpostalordersareappropriate
Wheretheamountsinvolvedaresmall.
Whereitistheonlymeansavailable.
Wherethereisneedtoavoidinconveniencesandrisksassociatedwiththemeansofpayments.

Postalorders CreditNote

Itcanbecashedatanypostoffice.

Areinfixeddenominations.

Does not require any application
form tomakearemittance.

Canbecashedbythebearer

Itcanbecashedatspecificpostoffice.

Varies according to the needs of the
remitter

Requires the filling in ofan application
form inmakingremittance.

Canonlybecashedbythepayee

Postalstamps
Usedtopaysmallamountsofmoney.

Premium Boards
IssuedbythepostofficeindenominationsofKsh10andsh20andtheymatureafteragivenperiod,after
whichonecancashthem.

Circumstanceunderwhichpostagestampsandpremium bondsareused.
Wheretheamountsinvolvedaresmall.
Wheretheyaretheonlymeansavailable.
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Bankerscheque(bankdraft)
Thisisachequedrawnonabank

Circumstanceunderwhichbankerschequeisappropriate
Wheretheamountsinvolvedislarge.
Wherepayeewantstobeguaranteedofpayment.

Termsofpayments
Thisaretermsusedbythesellertoindicatehow paymentisexpected,whenitisexpectedorwhatis
includedinthequotedpriceofacommodity.
Theyareasfollows:
Cash

Whengoodsorservicesarepaidforimmediatelyonorbeforedelivery,itisreferredtoasspotcash/cash
transaction.

Termsusedundercashtransactions:
COD(CashonDelivery).
Thegoodsorservicesarepaidforwhentheyaredelivered.
C.W.O(CashwithOrder)
Paymentismadeatthetimeofmakingtheorder.

BenefitsofC.O.DandC.W.O
Reducesriskofbaddebts.
Workingcapitalisreadilyavailable.
Recordsmaintainedarefewhencefewworkersareemployed.
Notimewastedinfollowingcustomerstopay.

CircumstancesunderwhichC.O.DandC.W.Oareappropriate.
Whenthebuyerisnewtotheseller.
Wherethebuyer'screditworthinessisindoubt.
Wherethesellerisoperatingmailorderbusiness.
Wherecashwithorderisthepolicyofthebusiness.

Deferredpayments.
Thisiswheregoodsorservicesarenotpaidforinfullondeliverybutpaidinfuture.

FormsofDeferredpayments.

Opentradecredit
Goodsorservicesaresoldoncreditsuchthatthebuyerpaysforthem atafuturedateorwithinagiven
period.

Waysinwhichthesellerinsuresthatthebuyerwillpay.
Ascertainingthecreditworthinessofthebuyer.
Askingthebuyertoguaranteepaymentsbysigningsomedocumentse.g.billofexchange.
Askingthebuyertohavesomeoneelsetoguaranteepayment.
Askingthebuyertopledgesomeofhis/herpropertyassecurity.

Factorstoconsiderwhengivingcredit.
Creditworthinessofthebuyer.
Repaymentperiod.
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Amountsofgoodsthecustomerswants.
Availabilityofadequatestock.
Honesty/reliabilityofthecustomer.
Frequencyatwhichthecustomerbuysfrom theseller.
Sellers’intentiontoattractandretaincustomers.

Creditperioddependson:
Buyer/sellerrelationship.
Typesofgoods.
Capitalbase/financialstabilityoftheseller.

Examplesofopentradecredit.
Simplecredit/promptcash
Simplecreditisextendedtoatraderorcustomerforaveryshorttime,usuallynotmorethanaweek.
MonthlyCredit
Thistypeofcreditisextendedwhenasellerallowsthebuyertosettlehis/heraccountafteronemonth.
Budgetaccounts
Usuallyoperatedbylargescaleretailers.Theretailerkeepsanaccountofthecustomerinhis/herbooks.
Tradecredit
Thisiscreditgivenbyatradertoanothertraderwhengoodsareboughtforreselling.

Creditcardfacilities
Acreditcardenablestheholdertoobtaingoodsandservicesoncreditfrom specificsuppliers.

Advantagesofcreditcard
Holderscangetgoodsandservicesfrom specifiedsellerswithoutpayingimmediately.
Convenienttocarryaround.
Enablestheholdertogetmoneyfrom specifiedbanks.
Increasescreditratingsofanindividual.
Itissafertocarrythecardaroundthantocarrycash.
Somecardsareinternationallyacceptable.

Disadvantagesofcreditcard
Itispronetoabusethroughfraud.
Interestischargedifthereisdelayinrepayment.
Holdersmaybetemptedtooverspend.
Onlyafewbusinessesacceptthecards.
Longproceduresareinvolvedingettingthecard.
Theholderischangedhighinterestratebythecardcompany.
Uselimitedtoonlyspecificareas(urbanareas)

Hirepurchase
Thisisamethodofhiringpropertywithanoptiontobuy.

Advantagestothebuyer.
Thebuyermayacquirepossessionanduseofgoodsimmediatelyafterenteringintothecontract.
Thebuyercanpossessmoregoods,includingexpensiveones.
Installmentstobepaidarepre-determined,sothebuyerknowsandisabletobudgetforthisamount

Disadvantagestothebuyer
Thegoodsbelongtotheselleruntilthelastinstallmentispaid.
Mayleadthebuyerintofinancialproblemsafterbuyingmorethanhe/shecanactuallypay.
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Limitedtypesofgoodscanbeboughtonhirepurchase.
Hirepurchaseisanexpensivewayofbuyinggoods.

Installmentbuying
Thisissimilartohirepurchaseexceptthattheownershipandpossessionofthecommoditypassestothe
buyerimmediatelythedownpaymentismade.
Acomparisonofhirepurchaseandinstallmentbuying

Hirepurchase Creditpurchase

The buyerdoes notbecame the
ownerofthegoodsontakingtheir
possession.

Thebuyercannotresellthegoods
sincehe/sheisnotthelegalowner
ofthegoods.

The hire purchase price is usually
higher than the price of goods
boughtoncreditorcashasinterest
ischargedonhirepurchase

Ifthebuyerdefaultsinpayingany
instalment goods may be
repossessedbytheowner.

The buyerbecomes the ownerofthe
goodsontakingtheirpossessions.

Canresellthegoodsasheorsheisthe
legalowner.

Thepriceofgoodsboughtoncreditor
cashislowerthanthatofthesame
Goodsboughtonhirepurchasesinceno

interestischarged.

Goodscanberepossessedifthebuyer
defaultspayments.

Othertermsofpayment.
Discounts
Thisisanallowancebythesellertothebuyersuchthatthebuyerpayslessthanthemarketprice.

Typesofdiscounts
Quantitydiscounts
Thisisanallowancebythesellertoabuyertoecouragebulkbuying.
Tradediscounts
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Thisisaquantitydiscountallowedbyatradertoanothertradersothatthebuyercanmakeaprofitafter
sellingthegoods.

Cashdiscount
Thisisanallowancebyatradertohiscreditcustomertoencouragethem topaythedebtspromptly.

Circumstancesunderwhichdeferredpaymentsmaybeappropriate.
Wherethecreditworthinessofacustomerisunquestionable.
Wherethesellerwantstoattractorretaincustomers.
Wherethesellerwantstoincreasesales.
Wherethesellerwantstousecreditfacilitiesasacompetingtool.
Wherethesellerwantstodisposeofslowmovingstock.

Standingorder.
Thisisaninstructionbyanaccountholdertohis/herbankauthorizingittobemakingregularpaymentsof
specifiedamounttoaspecifiedpersonorafirm untiltheorderiscancelled.

Endoftopic

Didyouunderstandeverything?
Ifnotaskateacher,friendsoranybodyandmakesureyouunderstandbefore
goingtosleep!

PastKCSEQuestionsonthetopic

PAPER1

1. Highlightfourfactorsthatmaycontributetowardsthegrowthofbusinessinthe

Country. (4mks)

2. Statefourusesofaninvoiceforasellerofgoods. (4mks)
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