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A. PRE- REQUISITE: NON
B. RATIONALE: the whole world revolves on trade. each and every country aims tat selling more than it buys from other countries. The quest of selling more than one buys permeates through corporate to individual level. Knowledge of fundamentals of commerce will help a student know the best way of producing goods or services that will out perform other competitors. With this knowledge, students will be better equipped to impart the same knowledge into the learners,
C. AIM: The general aim of this course is to equip the student teachers with the knowledge, skills, attitudes and practices in Commerce in order for them to impart appropriate life skills to the learners.
D. At the end of the course students should be able to:
· Define basic principles relevant to Commerce

· Explain basic principles relevant to Commerce

· Demonstrate an understanding of Commercial life around them

· Identify significant issues in Economic situations
· Develop an ability to appreciate the interdependence and relationship between the various branches of economic activities.
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      THE MEANING OF COMMERCE

INTRODUCTION

 Welcome to unity one of this module. This unit will introduce you to the world of commerce. It will also help you understand the basic concepts of commerce.
After studding this unit, we expect you to explain the following:

· Commerce
· Trade
·  How aids to trade assists trade
· History of trade 
· The difference between home and foreign trade
· Two methods of production
· Stages of production
· Specialisation
1.0 INTRODUCTION TO COMMERCE

What does commerce mean to you? It probably means business in general, although this is not a very accurate description, the idea is correct. Our treasured student, you must know that commerce is a very dynamic subject, because there are always new trends in commerce. Our daily lives depend, in one way or the other, on commerce. Without commerce this world would come to a stand still. Imagine! Even for you to have this module in your hands, it is because of commerce. Did you realise that? Oh yes! Paper and ink used in printing this module was produced and sold to Chalimbana University by some firms. These two items were brought to Chalimbana University by some form of transport. All these activities are part of commerce.
1.1 Definition of commerce

Commerce is explained in different ways by different scholars. 
D. Treharn Williams (1978) states that “commerce is trade and anything that helps to bring goods from the maker (producer) to the buyer (consumer).”
Derrick Lobley (1993) defines commerce as, any activity that takes place from the time goods are produced to the time they reach the consumer.
Generally, commerce is said to be Trade and Aids to trade, It is the component of business that facilitates the distribution of goods and services from the point of production to the place of consumption. 
The following is the structure summarising what commerce 
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1.2 Definition of trade
As indicated above, trade is a component of commerce. What is trade?  Trade is the buying and selling of goods and services with the sole purpose of making profit. Let us now look at the brief history of trade. 
1.3  HISTORY OF TRADE

In the prehistoric times there was what was known as subsistence economy where man produced enough for his family. There was no trade of any form at all. Thereafter, came what was known as the barter economy. During this era people realised that no individual could produced all his/her needs and wants without depending on other people. Therefore, trade started, though no medium of exchange was in place, all  trade was in exchange of good for goods commonly known barter trade. In this tyoe of trading, it was very difficult to ascertain the value of exchange. During this period, the value of goods mostly depended on urgency of need and availability. Trade was done at fixed venues such as N’gombe I’lede. Specialisation was beginning to be refined and distinct roles could be seen among the people.
After the barter economy, there was birth of what was referred to as money economy. In this era money come into being as a medium of exchange and measure of value. Trade was done at specific places and money could be used as a store of value. With the advent of quicker mediums of communication trade could cross among towns and Specialisation was well defined among the regions. With further improvements in communication and transport, trade could cross political boarders which saw the birth of international trade. During the money economy onwards, middlemen came on the market and financial institution took the leading role of financing trade .Documentation in trade was emphasised

1.4 TYPES OF TRADE
There are basically two types of trade and these are:
HOME TRADE:  This is the buying and selling of goods and services with the view of making profit that takes place within the country. This is sometimes referred to as local trade, intra trade or trade within boarders. Home trade is subdivided into two, that is;
RETAIL TRADE:

This is the buying of goods in large quantities from the wholesalers and selling them in small quantities that suits the consumers financial pockets.

WHOLESALE TRADE: 

This is the buying of goods in bulk from the producers and selling them to the Retailers in relatively large quantities.

FOREIGN TRADE: This is trade that takes place between two or more countries. This is sometimes referred to as international trade, overseas trade or trade beyond boarders. For example, buying of goods from Zimbabwe and come and sell them in Zambia constitutes foreign trade,. Foreign trade is also divided into two i.e.
i. IMPORT TRADE: 

Import trade is the buying of goods and services from another country, and come and sell the into your country. For instance, buying of rice from china and come and sell it in Zambia.

ii. EXPORT TRADE: 

This is the selling of goods and services produced locally to other countries. For example, selling copper mined in Zambia to China. Under this type of trade, there is what is known as Entreport trade which is the importation of certain goods from other countries, improve them by branding, blending, repackaging or Re-labelling, and  re-export them.  

It is worthy noting that trade alone can not satisfy peoples needs and wants because it merely changes the ownership of goods and services. 
What do you think is the purpose of commerce? The purpose of commerce is satisfaction of human needs and wants.  Commerce seeks to organise the most effective and efficient way of distributing goods and services in order to satisfy human needs and wants. Commerce also aims at bringing goods and services at the right place, right time and right condition. For this to happen, we need activities that will make trade to take place with no or minimal difficulties, and these activities are collectively called Aids to trade. 
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Imagine that you are Commercial famer based in Mkushi. If the market for your produce is in Lusaka, list some of the activities that will help do your farming business with easy. 
1.5 AIDS TO TRADE
The word ‘Aid’ means help or assist. Therefore, Aids to trade are services or activities that enable trade to take place smoothly. These are sometimes referred to as commercial services. Aids to trade help trade  by overcoming difficulties such as Time by the functions of  Warehousing, distance by the functions of Transport, Information by the functions of Communication, trade risks by the functions of Insurance, financial difficulties by the functions of Banking ,and Knowledge ( about goods and services) by the functions of Advertising. J.B wokorochi devised a mnemonic WABTIC to cover all Aids to trade as shown by the following diagram:

                                                      PRODUCER
  
                            DIFICULTIES   AIDS TO TRADE


                                           Time                        Warehousing

                                            Knowledge 
    Advertising

                                            Financial                 Banking

                                            Distance                  Transport

                                             Risks                      Insurance

                                             Information            Communication

                                                       CONSUMER
Hereunder is the brief explanation of how each one of how  Aids to trade help trade to take place smoothly. 
WAREHOUSING

Most of the goods are produced in anticipation of demand. Therefore, before the producer sells them to the retailers, and before the retailers sell them to the consumers, they must be kept in a safe place.  This safe place is what is referred to as warehouse. It is used to protect goods from bad weather conditions such as intense sunlight, rains, dust, and from theft or pilferage by people as goods move down the chain of distribution.

ADVERTISING

This is an Aid to trade that gives information about goods and services available to people who want to satisfy their needs and wants, while those who have goods and services to sell let the (buyers) know that they can satisfy their needs and wants. This removes the barrier of knowledge about goods and services available. Advertising can be used to introduce a new product, maintain the sales of an old product by keeping it the public “eye”.  Advertising is done through different medias depending on the choice so preferred by the advertiser such as. Radio, Television, Newspaper, Trade Journals, bill boards, hand bills, catalogues e.t.c 
BANKING

 A bank is a financial institution that collects surplus funds from firms and the general public who may not have immediate use and lends them out at fee called interest to firms and individuals who may have immediate production use of them. The core functions of banking in trade is safe-keeping of peoples’ money, provide financial assistance through services such as loans and overdrafts, remove the difficulties of exchange rates for people engaged in foreign trade since different countries use different currencies. 
TRANSPORT

As highlighted at the onset of this module, there is no one who can become the owner of goods that are far away unless they are brought closer. Transport helps trade by moving goods from the place of production to the place of consumption. It also moves productive workers from home to the place of production and back.  Transport could be anything that would be used to physically move goods and manpower from one place to another such as  Rail, Air, Water, Road etc.

INSURANCE

In both home and foreign there are many risks that traders face that may have drastic negative impact on the business if they occur. Some of the risks are accidents, fire, theft e.t.c. Insurance gives cover or protection against risks which if they occur will cause a financial loss. This does not mean that insurance as an aid to trade will prevent these risks from happening, but in essence it means that if one suffers a financial loss due to a risk insured against, the insurance firm covering that risk will compensate him/her. Insurance, therefore, makes people invest colossal sums of money in business with peace of mind knowing fully that if anything bad happened to their business they will be compensated (restored) by the insurance company.

COMMUNICATION
There is a belief that communication is the life blood of any organisation. This being the case, communication plays an important role in trade. Communication removes the barrier distance between the buyer and seller by providing a means of efficient way of passing information. There is need for producers to communicate with the wholesalers, wholesalers with retailers, and retailers with consumer and vice versa.
1.6 PRODUCTION

We can not talk about commerce without talking about production because goods should be produced before they are distributed along the chain of distribution. What is Production? Production is the provision of goods and services with the aim of satisfying human needs and wants. Wokorochi J.B (2000) defines production as “creation of utility.” Utility in this regard is actually usefulness. One can only be called a producer when he/she produces something that is of use. We all buy goods or services because of their (usefulness) utility. 
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Student! What do you think is the difference between goods and services. Well, compare your thought to what is written bellow.
Goods: These are (tangible) things we can see and touch such as desks ,books, food, motor vehicles e.tc 
Services: These are things that are (intangible) we can not see and touch them but are useful to the public, such as education, insurance, medical care, banking etc.
1.7 FACTORS OF PRODUCTION

We can not talk about production without talking about factors of production. When we are talking about factors of production, we mean any resource needed for the production of goods and services in order to make economic profit. At the core these factors of production are, land, labour, capital and entrepreneurship. Simply put, factors of production encompasses all the inputs needed to produce goods and services.
LAND: Land does not only mean the natural ground but it also includes other natural resources such as natural water bodies and forests. People who own land are called landlords and the income they earn for putting land to production use is called Rent.
LABOUR: This is the human effort ( physical or mental) directed to production of goods and services. The people who offer labour for production is called labourers, There two types of labourers and these are skilled and unskilled. The value of labour depends on the education, skill and productivity. The reward or income the owners of labour get is a wage/salary.
CAPITAL: This comprises of all fixed and current assets that make up the production base of an organisation. These include financial and non financial assets. The people who own capital are called investors their reward or income for owning and putting capital into production use is Interest.
ENTERPRESE: The above three factors of production have to be organised by an entrepreneur to have production complete. Therefore enterprise is the idea and ability to organise the other three factors of production and produce goods or services at a profit.  The reward for this effort and initiative is profit.
1.8 METHODS OF PRODUCTION

There are two methods (types) of production namely, direct production and indirect production.

DIRECT PRODUCTION – This is the production of goods for one’s own use.  For example, a farmer who grows only enough crops or keeps enough livestock for his family’s need is involved in direct production.  When a man builds his own or make his own furniture, and when a woman makes her own clay pot or basket they are all engaged in direct production.  If people were to produce all that they needed by themselves, there would be no need for trade.
INDIRECT PRODUCTION – Indirect production is the production of goods for sale.  It is the most common type of production in modern society, where people depend on each other for the goods and services that they can not produce. This method of production allows people to concentrate on producing goods and services that they are specialised in and leave production of other goods and services to others. People usually engage in only one particular occupation, which they are best at and sell their excess products to earn money.  With this money they can then buy other goods and/services which they do not produce.  
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 Student! On a piece of paper write two examples depicting indirect production.
1.9 STAGES OF PRODUCTION

Production, whether direct or indirect, can take place in three stages called primary production, secondary production and tertiary production. You must note that  these are not methods or types of production but stages of production.   Whether you are involved in direct production, you can still do it in all the three stages.  The following are the three stages of production:
PRIMARY PRODUCTION

Student, why is this stage of production called primary and what takes place here?
It is  called primary production because it is the first stage of production which is concerned with the extraction of raw materials from  natural resources which are either above or below the earth’s surface. This is sometimes referred to as extractive production.  Natural resources include, minerals in the ground ,fish in the water, trees in the forests ,rocks from the mountain, domestic and wild animals etc. Examples of primary production are: mining of minerals, drilling of crude oil, fish trawling, farming, tapping rubber from the trees etc.  
We are now certain that it easy for you to guess what the next stage of production is and why it is called such. 
SECONDARY PRODUCTION

This is the second stage of production concerned with converting of raw materials into either semi finished or finished good. .For instance, making plastics from oil, producing a chitenge material from cotton wool or making a desk out of timber. It also involves assembling the products e.g building houses, bridges and roads. From the foregoing explanation we can see that secondary production has two components.
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Please our student, do a research on the two components of secondary production. You may be examined on this material
TERTIARY PRODUCTION

This is the third and last stage of production concerned with the provision of services which help in distribution of finished products from the place of production to the consumer. It is lo known as service industry because it provides services. Examples include doctors ,lawyers ,waitresses, tourism,, teachers, mechanics. services can be broadly categorised into two and these are:

COMMERCIAL SERVICES 
These are simply Aids to trade which are concerned with storing goods, transporting them and advertising, insuring, providing finances and selling. These services can also be re-categorised into distributive services which includes transportation, and sales of products, and financial services which includes banks, insurance and advertising.

DIRECT SERVICES
These are services which are indirectly productive and play a significant role in production. these services may appear to be remote from the process of production and distribution of goods, but they are not.  For example, Doctors and nurses make an invaluable contribution to production by making people healthy, strong and ready to produce goods and services.
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What is the difference between public and private tertiary services? Please research!
1.10 INDUSTRY

The term industry is always misunderstood by majority of  the people. Many think that industry is a place or building where goods are produced. However, industry is a group of related firms that produce similar goods. For example we have a milling industry, music industry, mining industry, textile industry, tourism industry, automotive industry etc.
1.11 SPECIALISATION AND DIVISION OF LABOUR

Specialisation is concentrates of an individual or firm on production of a particular type of goods or service.  A firm may concentrate on producing a certain product.  For example, in a textile industry, one firm may concentrate on producing children clothes. In the same firm there may be individuals, who may specialise in cutting materials, others in sewing and ironing, others in packaging etc. Others may specialise in accounting, sales, purchasing, and within the departments individual workers have their own specialised jobs.  This is called division of labour.  Division of labour is the breaking down of complex work into individual tasks so that individual workers can concentrate on tasks they are best at.  
In modern industrial society, specialisation has become an important feature of economic activities.  It is rare to find individuals who satisfy their own needs by providing themselves all that they need and want.  Instead, there is interdependence among the people.  So a person earns a living by specialising in a particular line of work for which he/she receives income.  With this income, one can then buy the goods and services, which have been produced by other people specialising in other type of work. 
 FORMS OF SPECIALISATION

The following are the forms (types) of specialisation

Specialisation by individuals- This occurs when individuals concentrates in producing a particular type of good or service. e.g teacher, nurse, lawyer etc
Specialisation by products- This occurs when a company concentrates in manufacturing a particular line of products. 
Specialisation by process- This is actually division of labour whereby a group of people producing certain product, for instance, a desk specialise on individual jobs or tasks, which make up part of the work involved in the making of the final product.

Specialisation by region- This occurs when a particular region concentrates in producing  a certain type of goods. This happens because regions are naturally endowed differently. For example the copper-belt province is endowed with natural resource called copper ore. This the more reason why the region concentrates in producing copper. The Middle East region is gifted with crude oil and it is the reason why it concentrates in producing oil.
Specialisation by nation-This occurs when a nation concentrates in producing a certain type of goods. A country like Zambia concentrates on producing copper because is naturally gifted with copper ore, and a country like Japan concentrates on producing technological goods because the country has invested in technology. 
1.12 EFFECT OF COMMERCE ON THE ENVIRONMENT

UNIT SUMMARY
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This unit no doubt has provided you with a strong understanding of what commerce is. Commerce has been defined as trade and aids to trade. You have known that  trade is the buying and selling of goods and services with a view of making profit , and that aids to trade are things that assists trade to take place smoothly. 

This unit has also made you understand that production is the provision of good and services. Goods being things  what we can see and touch while services being things that we can not see and touch. The two methods of production have been highlighted i,e Direct and indirect production. We have covered the three stages of production i.e Primary, Secondary and Tertiary production 
Specialisation has been defined as the concentration of an individual or firm in production of a particular type of good or service.

EXAMINATION TYPE QUESTIONS

1. Give a precise description of the following:

· Trade
· Production
· Specialisation
· Commerce 

2. How can commerce assist those engaged in fish farming?


                            CONTRACTS
INTRODUCTION
Institutions and individuals sign contracts many times, if you or your business agrees to do something in exchange of something of value, it means you have entered in a legal contract. This legal agreement can be between you or business and workers, customers, suppliers, debtors, financial institution, and many more. Entering into a legal agreement is important thing in business because of the following reasons:  

· It provides evidence that the two or more parties agreed to fulfil their commitments as per terms of the agreement.
· It reduces business risks by compelling parties to the contract to do what they agreed to do as dictated by the terms of the contract.
· It helps parties to the contract to avoid misunderstanding that may jeopardise business relations.
· It helps entrepreneurs to get good or services on credit.
· Written contracts provide permanent record that can be referred to in the future.
· It enables business men and individual to access financial help from the banks 
At the end of this unit, you are expected to be able to:

· Define a contract

· State and explain essential elements of a valid contract

· Differentiate between an offer and invitation to treat
2.1 Definition of a contract
What is a contract? It is a legally binding agreement between two are more parties that creates an obligation to be carried out or not to do a particular thing. The underling theory under contract law is that a contract is the out come of “consenting minds” each party being free at either accepting or rejecting the terms of the other. This is means that no one should be coerced to enter into any legally binding agreement.

2.2 ESSENTIAL ELEMENTS OF A VALID CONTRACT

The following are the most important elements of a valid contract:

· A legally binding agreement is made when there is an offer and acceptance
· The agreement should contain something of value known as a consideration
· There should be an intention by the parties involved to create a relation
· Capacity- some persons have limited capacity to make contracts. E.g minors and insane persons
· Form – most contracts are in written form, others are made verbally. It depends on what the parties to the contract desire
· Content- the parties to the contract must agree on the terms the intend to be bound to. These terms must be precise and complete.
· Genuine consent- each party to the contract must no be coerce to enter into any contract
2.3 OFFER V INVITATION TO TREAT 
Offer- this is a definite promise to be bound on certain specific terms. An offer can be made to particular person,, class of persons, or to the public at large. An offer should carefully be distinguished from an invitation to treat, which is an invitation to another person to make an offer. The main distinction between the two is that an offer can be converted into a contract by accepting it but an invitation to treat can not be converted into a contract by accepting it.

2.4  ACCEPTANCE- this is a positive response to an offer. This can be in writing, oral, or it may be inferred form the conduct.

2.5 CONSIDERATION- this is the requirement of something for something. Kieth A (2007) defined consideration as, “ a promise made in return for another promise” 
2.6 PARTIES TO A VALID CONTRACT

Parties to a contract are defined as the people or entities involved in coming up with a legally binding agreement. The following are the parties to a valid contract:

Offeror- this is the person or entity who makes an offer. Simply put, this is a person or entity that proposes to another.

Offeree- this is a person or entity to who an offer is made. This is a person or entity who is supposed to accept the offer for a contract to take effect.

Witness- the offeror and the offered should agree whether to have witness as party to the contract or not. This is a natural person who s responsible to give evidence in an event of disagreements between the two contracting parties in the future.
UNIT SUMMARY
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· In this unit we have Defined a contract as a legal agreement between two or more people who have consented to be bound with the terms of that agreement.. We have explained essential elements of a valid contract which are offer, acceptance and consideration. Differentiate between an offer(promise to be bound)  and invitation to treat ( an invitation to another person to make an offer)
EXAMINATION TYPE OF QUESTIONS

1.  What is a contract?
2. State and explain the three most important elements of a valid contract

3. State and explain the three parties to a valid contract
                              HOME TRADE
INTRODUCTION

Student, Welcome to unit three! You will definitely find this unit educational as it will furnish you with information on what type of businesses are done locally. As you may be aware, Governments world over are emphasising on entrepreneurial skill. This unit will help you know how you can establish you own retail outlet. This unit will focus on the businesses that are done locally
At the end of this unit, we expect you to be able to:

· Define retail trade
· State and explain the functions of a retailer
· Explain the factors to consider before establishing a retail outlet
· Explain the characteristics of both the mall scale and large scale retailers

3.0 Definition of home trade

Home trade is one that is carried out within the country. This trade is divided into two broad categories and these are retail and wholesale trade.
3.1 RETAIL TRADE

According to Lobley D (1993) the word retail originally meant “to cut a piece off.”   Wokorochi.J.B. ( 2000  ) explains that, “the word retail means to cut again.” What is stressed here is that, the word retail means reducing the bulk. Therefore, Retail trade is the selling of goods to the consumers in relatively small quantities for use or consumption rather than for resale.  A person who sells goods in small quantities to the consumers is called a retailer. Retailers buy goods in relatively large quantities from the wholesalers and sell them in small quantities to the consumers.
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Student! In your area, try to indentify people who do what we have just analysed above and establish what they do in order to assist the community around them
3.2 FUNCTIONS OF A RETAILER
Retailers performs a number functions to both the consumer and the wholesaler. By function we mean activities that a retailer does in order to make things easy for the consumer. The following are some of the functions of the retailer:

Breaking the bulk- This happens when the retailer buys goods from the wholesaler in large quantities and later sells them the consumer in relatively small quantities.

Providing a variety of goods- The retailer sells different types of goods to consumers which he purchases from different wholesalers

Warehousing – retailers keep goods as reserve stocks to ensure uninterrupted supply to the consumers

Credit facilities- Retailers cutters for the needs of the customers even by supplying good on credit to those who can be trusted. By so doing, retailers bear  the risk of bad debts on account of non payments by some customers.

Collection and supply of information- Retailers are in direct contact with the consumers. Henceforth, they gather valuable information with regard to likes, dislikes, tastes an demands of the consumers and pass o this information to the wholesalers who in turn passes it the producers.

Personal services: Retailers extend personalised service to consumers and try to give them maximum satisfaction.
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Please research on four more functions of the retailer to make them go up to ten. These may be asked during the exam.
   3.3  FACTORS TO CONSIDER WHEN OPENING A RETAIL OUTLET

           Imagine that you want to start a retail shop in your area. What things are  you going to think about before you start? List them and the compare with what is provided bellow.
To set up your own business you must be dedicated, hardworking, adaptable and above all, willing to take risks and to overcome problems. For this reason, there are several factors to consider when you want to start your own retail business and the following are some of them.
Experience or know how – Before starting your won retail shop, you should have an idea of how a shop is run. You will also need some basic administrative or management skills such as general organisational, correspondence, filling and financial recording skills. This experience could be gained by having worked as an employee of a retail shop or from a business school or even from a friend or relative who has a similar business.

Capital or Money – The Importance of initial capital for a new business is only too obvious. Remember from our earlier discussion, capital is not only money but it represents all the resources used to start up a business, however moneys is required to build or rent the premises, buy stock, and pay the bills (i.e. water, electricity, telephone and other rates). Borrowing either from a bank or friends or relatives may raise such capital. In addition, a sole trader may also obtain finance from personal savings or sale of one’s properties or assets.

The range of goods to sell – Another important factor to consider is what range of goods to sell. A prospective trader has a wide range of goods to sell. It ranges from sports equipment to fast foods, groceries, hardware etc. Before a decision is made you need to consider what goods are suitable for the area where your shop is going to be located, to avoid stocking slow moving items. You might find it more realistic to stock fast moving consumer goods such as groceries, toiletries, and general small household goods.

Method of sales – The method of sales is also another factor to consider. One can choose to personally serve the customers across the counter or use some degree of self-service. Using sales assistance would raise the question of hired labour, which will translate into more running costs. Whatever the case this consideration, depends solely on the size of the shop.
Location or site – After carefully examining the above-mentioned factors, then you should consider the site where you are going to locate the shop. The cost of the site must be looked at in relation to expected profits or turnover.
3,4 TYPES OF RETAILERS
There are two types of retailers and these are small scale and large-scale retailers. The distinction between small and large-scale retailers can be difficult to make, but three factors are usually considered. The amount of capital invested, the size of stock held and the range of services offered to customers. There are many small scale retailers, some trading formally while others are involved in informal trade usually without license. Small scale retailers can also be divided into two groups namely, small retailers without shops and small retailers with fixed shops.

3.5 SMALL SCALE RETAILERS WITHOUT SHOPS

The following are some of the small scale retailers without shops:

Hawkers

These are traders who use some for of transport to carry their goods as they move from one place to the other looking for customers . Hawkers usually obtain a trading license from local authorities.
Peddlers: These are retailers who d not use any form of transport but carry good with their hands as they move from one place to the other.
Roadside Traders: These are retailers who sale good along these the major roads such the great north road or great east road. They mostly sell vegetables and fruits. e.g. traders found along the great east road at a place called John Chinena and at katende market in chongwe.
Street Vendors :These are traders who sell their merchandise along busy streets . Their merchandise ranges from foodstuff, newspapers, magazines, sweets, air time etc 
Automatic Vending Machine :These are automated retail machines that issues items that you purchase by slotting in a coin in the its slot.. examples of vending machines are pool table, juke boxes etc,  these machines sell goods  like ice cream, canned drinks, biscuits, talk time, electricity units etc. these machines are usually placed in busy place such as shopping malls. Automatic vending machines do not provide personal service and hence no change is expected, usually programmed to specific coins or tokens
 SMALL SCALE RETAILERS WITH SHOPS

Tied Shops: These are shops that sell products made by only one manufacturer. The best example of a tied shop is a filling stations such as Puma, Kobil, Mount Meru etc.
Mobile shops :This is a van or any vehicle that has been converted into a shop and move from one place to another selling goods. For example, vans that sells bread and milk from one street to the other. Mobile shops usually sell perishables like milk, fresh vegetables etc
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Discount Shops: These are retail outlets which work on the principle of low mark up but large turnover. They specialise in durable items that are branded such as furniture electrical appliances. They are usually located in the outskirts where operation overheads are low.
Our student! In your view what do you think are the factors contributing the decline of the small scale retailers? 
What can you suggest as strategies that the small scale retailers can use in order to survive?  Please  do a thorough research on these two questions
3.6 DECLINE OF INDEPEDENT RETAILERS

The following are the reasons why there has been decline of the independent retailers :

· Increase in the number of large scale retailers

· Lack of capital to modernise and expand their businesses
· Poor business location

· Limited range of goods and services that they offer

· Poor management because of very little accountability.

· Lack of advertising or promotions which leads to low sales
3,7 SURVIVAL SRATEGIES OF SMALL SCALE RETAILERS

Some small scale retailers have continued to tradebecause of the following reasons:

· Dealing in highly specialised goods or services such as lawyers, doctors, jewellers etc.

· Have owned premises in the prime sites and busy places

· They are located near to the customers where large scale retailers can not be found

· Offer personal service and attention to their customers.

· Offer credit facilities
· Open their shops early and close late at night.
3.8 TYPES OF LARGE SCALE RTAILERS
All the large scale retailer generally have common characterises. They are only distinguished from a few characteristics. Let us discuss each one of them in details.
SUPERMARKET

A supermarket is a large self- service retail outlet of not less than 200 square meters of trading space, and with at least three or more check  point. Supper markets are usually located in the town centre and other places where people congregate

CHARACTERISTICS OF A SUPPER MARKET

The following are some of the characteristics of the Supper market

· They are usually located in the town centres

· Operates on the basis of one stop-shop

· Offers self service to customers

· Have an administrative structure headed by a general manager

· Goods are well displayed and well spaced shelves to give room for gang ways

· Located in the shopping centre

· Goods are well branded, graded, repacked and priced

· Allows discounts on selected goods to attract customers (loss leaders)
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Student! Do a critical research on the advantages and disadvantages of a supper market to the consumers as well as to the wholesalers. You may be examined on this material.
HYPERMARKET
This is a large retail business with a minimum selling area of 5 000m2. They offer a wide range of goods from foodstuff to household goods.
CHARACTERISTICS OF A HYPER MARKET
· The shop is located in the outskirts of the town where land is cheap
· Usually it’s a single storey building isolated from other businesses
· Provides large area for car parking since its major customers are the travelling public and motorists at least for up to 1 000 cars
· Allows for after perk hour shopping, meaning the shop remain open for some time in the night or late evening.
· Has 15 or more check out points 
Advantages of a Hyper Market
· Offers trolleys and baskets to customers to easy shopping for them
· Can offer transport depending on how much of the goods the customer has bought
· Offer special services to the travelling public such as well balancing, filing station, hair saloon, 
· Low profits per unit but the turnover tends to be high
· No risks of bad debts because no credit facilities are offered
· No congestion since they are located in the outskirts of the town
· Provides good parking space to customers
· Offer a variety of goods, of which sometimes they tend to be departmental stores
Disadvantages of a Hyper Market
· Large sums of money is required to set up the business
· Customers without cars would find it difficult to reach the outskirts to do their shopping
· Overhead expenses tend to be high due to the special services offered
· Impulse buying due to the colourful display of goods
· Security problems due to the isolation and outskirt location
· Hypermarkets monopolise their business such that at the end of it all they hold customers at ransom and have expensive goods

DEPARTMENTAL STORE

 This is a large-scale retail outlet, which runs a number of single line stores under one roof and common ownership.
CHARACTERISTICS OF A  DEPARMENTAL STORE
· Each store is specialised in a given single trade. E.g. footwear, Electronic, Stationery etc.
· Each store or department is headed by a departmental manager who runs it independently
· Operates on the basis of ‘pin to plane’ meaning you can buy under one roof from the smallest to the largest item
· Goods are pre packaged and well branded to offer self service
· They are located in the city centre or shopping centre
Advantages of a Departmental Store
· Buys in bulk and hence enjoys economics of large scale by the enjoyment of huge discounts
· Independence of management motivates the manager to be full of initiatives
· Supervision is enhanced by the breaking down of management in smaller units called department
· Offers transport facilities
· Offers special services such as recreation facilities of swimming pool, cinema filling station etc.
· The risks of losses is spread to all departments, if one department makes a loss it can be made good by the departments that are doing fine.
· Saves the customers time because one can get anything under one-roof ‘pin to plane’ hence it is sometimes called a one-stop shop.
· Saves on overheads such as one advert caters for all departments
· They offer special credit facilities, such as credit cards, hire purchase, deferred payment
· Centrally located giving an advantage of customers having access to good transport and communication network
· Offers self service to customers without being bothered by shop attendants
· Operates on the principle of after sale service

Disadvantages of departmental stores
· Location in the city centre brings about the disadvantage of congestion in traffic and people-
· Self service leads to shop lifting and constant handling making the goods dirty or damaged
· Good display may lead to impulse buyingBad debts are often incurred due to credit facilities
· Needs huge capital to start and expand the business
· Large bills of overheads due to the recreation facilities offered
· Management problems may arise due to the expanded stores under one roof
MULTIPLE STORE

This is sometimes referred to as a chain store. It is an organisation that controls a number of single line stores under common management, unified control and spread in many paces of a city or country.
CHARACTERISTICS OF MULTIPLE STORES
· They have some exterior design and interior decoration
· They deal in a specific line of trade e.g. Bata is a typical example of a chain store selling footwear-
· They have Centralised management decisions are make from one central place as may be evident from the organisational structure
· No store makes independent decisions
Advantages of Multiple store
· Economics of large scale buying, because all the orders are placed buy the head office and hence large discounts and cheapest mode of transport is used
· Makes huge turnovers because of the spread of the shops in many places
· No risks of bad debts due to cash basis type of selling
· Transferability of goods and staff from areas of surplus to needy areas
· Can favourably compete with other large scale retailers since goods are cheap and they are specialised
· Since they do not offer self service pilferage/shoplifting is not very pronounced
· Goods bought from one branch can be returned from another branch if not satisfactory
· Rapid turnover since goods sold are fresh an in fashion
· Shops are identical and hence customers can identify tem if they go to another town
· There is some degree of customer attention since they use sales assistants
· They can afford to attract customers with loss leaders
· They may provide with their own brand which is cheaper

Disadvantages of Multiple Stores
· They sell sim8ilar and limited range of goods in all branches, so no one-stop-shop
· They rarely sell on credit, except for those in furniture trade. This denies many customers the opportunity to buy the goods
· Very large capital is required to set up and run the business
· Management of a large group is difficult and inspectors must be employed to visit all the branches
· They are controlled from head office. This leaves the branch managers without any power to change anything to suit the local needs of the area
· The company pays double transport costs since goods have to go to the central depot first and then to the branches
· They rarely sell on credit, except for those in furniture trade. This reduces the number of customers who can afford to buy their goods
· Faces high competition form other large retail units

MAIL ORDER BUSINESS
 The term Mail Order covers a number of different forms of selling. The best known is that used by the international retail shops, which sell via catalogues and local part time agents.
Advantages to the owner
· There is no need of window display and decorating of shop since everything is done through the catalogue and post making it economical to run
· Small capital is needed to start as compared to other large retail units, sine no need of large shop premises except for middlemen who buy in anticipation of demand
· No risks of bad debts since operates under the system of VPP
· Time saving – no need to assemble goods but send them in dismantled parts
· The market is wide since they deal with the whole world
· Mail order firms enjoy the economics of scale
· The firms employ only a few skilled workers especially for packaging of gods before posting
· No deterioration of goods by constant handling mostly mail order business deals in durables
· Manageable work force since most of the work is done by the post, delivery and receiving of money
· Attractive catalogue leads to impulse buying

Advantages to the buyer
· The postman delivers goods to the customer’s door. This is convenient way of shopping because the customer enjoys shopping from the comfort of his/her home
· The credit facilities offered often help to persuade many people to buy from the mail order seller-
· Unsatisfactory goods are returnable, although at the customers’ expense
· The catalogue provided gives prospective customers an enticing ‘shop window’ which helps them select the items they want to buy.
· Buys imported goods without travelling abroad and hence, avoids travelling expenses

Disadvantages of Mail Order Business

· The quality of goods is difficult to assess from the catalogue and the customers do not have the chance of inspecting goods in advance before buying them. The goods received may tend to be different from those ordered
· This type of trade is not available in all countries, especially where post offices do not deliver mail and parcels from door to door
· The cost of operation tend to be high considering packing, duties, printing catalogues and commissions paid to agents/post offices
· Lack of personal contact between the buyer and the seller means no sales appeals by shop assistants
· The need to hold huge stocks in warehouses is very risky in this uncertainaities of the business world
· It can be inconveniencing when returning unsuitable goods. For example, customers may have to wait for long periods before getting back their money. Worst still, the customers have to return unsatisfactory goods at their cost

3.9 TRENDS IN RETAILING

Trends in retailing are changes or developments that have taken place in Retail trade. The following are some of are some of those changes:

BRANDING

This is the giving of a name or mark to a product to help in differentiating it from other products that are similar in nature but produced by other competitor firms. For example, boom, Wako, Win, salad, ore. Colgate, spearmint are all brand names.

BLENDING

This is the process of improving goods by adding ingredients or mixing with other types of goods that changes the taste or physical appearance of the goods. This is aimed at meeting the consumer desire

PREPACKAGING

Usually we know a retailer as one who buys fairly large quantities of goods from the wholesalers and sell in smaller a quantity that suits the consumer financial pockets. However, pre-packaging may be done by the manufacturer or the wholesaler or retailer, but the name of the product must be visibly written on the pack. 

SELF SERVICE

This is the right given to the customer to enter a shop and go round the shop choosing items at will with no bother from shop attendants.  This can be time saving to customers and convenient in that goods are well displayed and individually priced.  For retailers self-service systems can be labour saving and the use of colourful displays may increase sales through impulse buying.

AFTER SALE SERVICE

Making a sale and customer satisfaction is the interest of the retailer in modern trends of business dealings. It’s not just on profit maximisation but more of customer satisfaction.  Hence, after sale service offered by retailers tries to achieve just that. This matches with guarantee where the retailer still takes the responsibility of any technical faults not those arising from carelessness and mishandling of things. The retailer accepts to have an item exchanged or repaired at his own cost if the item develops a fault within a stipulated time.

PRICING AND BAR CODING

Pricing is a trend that goes along with self-service, and it’s just the individually indication of the price an item is being sold at. This takes the form of tags or stickers; this reduces the bother of asking for the price at which certain items are being sold.  In modern trade with the advancement of technology, computer readers are used to tell the price of items without printing the price on any readable mark. This serves a multipurpose of functions of security, stock taking and pricing. Consequently, the queues are reduced because the buying of items does not involve the keying of figures in the cash register
UNIT  SUMMARY
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In this unit we have define retail trade as the buying of goods in relatively large quantities from the wholesalers and sell in small quantities to he consumers. We have also stated and explain the functions of the retailer. we have outlined and explained the factors to consider before one establishes a retail outlet, in concluding this unit, we have explained the characteristics of both the mall scale and large scale retailers

EXMIATION TYPE OF QUESTIONS:

1. Imagine that you want to establish a retail outlet in near Luapula river in Luapula province. 

   What are the most important thing that you would think about before setting up your business? Give reasons for your answer

2. Recently there has been a decline in small scale businesses. What do you think are the contributing factors to this trend?

3. compare and contrast between a supper market and a hyper market
                                WHOLESALE TRADE
INTROUCTION

Although things have changed in recent years, wholesale trade has played and still continues to play a very important role in the chain of distribution of goods. A good number of the good we buy on a day-to-day basis have in one-way or the other passed through the wholesalers before reaching us. Therefore this unit will help you appreciate the impotence of wholesale trade,. It will also help you know the three types of wholesalers.
At the end of this unit, we expect you to be able to:

· Define wholesale trade
· State and explain functions performed by the wholesalers
· Explain reasons contributing to the elimination of wholesale trade
· State and explain the features of all the three types of wholesalers
4.1 Definition of wholesale trade
What is wholesale trade?  Wholesale trade is the buying of goods in bulk from the producers and selling them to the retailers in relatively large quantities. Traders who sell goods in large quantities to the retailers are called wholesalers. 
 4.2 FUNCTIONS OF WHOLESALERS

All wholesalers in general perform the following functions to both the retailers and the producers. The following are some the functions performed by the wholesalers:
Warehousing: The wholesaler stores goods and keeps them safe until the retailer requires them. This role relieves the manufacturer of the cost of storage and enables them to specialise only on production. At the same time, retailers are provided with a steady supply of goods whenever they want it.
Risk bearing By storing goods in large quantities, the wholesalers exposes themselves to a number of risks. Sometimes the goods kept in the warehouse may not be wanted by customers, or they may becomes obsolete or out of fashion or they may destroyed by fire

Keeping prices stable: Wholesalers keep prices steady by holding goods in store in order to prevent either shortage or excess developing in the market. They always keep enough supplies on hand to be able to meet any rising demand for goods and avoid prices rising. A rise in price is usually caused by shortage and having surplus causes fall in price.

Breaking bulk: Wholesalers buy good from the producers in bulk and sell them to retailer’s relatively large quantities. 

Providing a variety: Wholesalers provide the retailers with a  variety of goods from which to choose. They usually order goods from various producers and stock them under one roof. The retailer therefore finds almost all they need in one store.

Information: In the chain of distribution, the wholesaler is located in between the producer and the retailers, a position that enables them to provide the vital bridge linking the producers to the retailers. Information flows up and down the chain of distribution of goods through the wholesaler.

Financier: Wholesalers usually pay cash for the goods they buy from the manufacturer instead of asking for credit. This keeps the manufacturer supplied with sufficient working capital. At the same time, they give credit to retailers thereby increasing their working capital.

Transporter: Most wholesalers operate their own fleet of trucks, they send their truck to collect the goods from the factories. At times they also deliver the goods to the retailers’ premises, in their own trucks.

Preparing goods for sale: Wholesalers prepare goods for sale by branding, packaging, labelling or bottling them. The manufacturers normally sell goods such as wines and tea in bulk without packaging. It is the wholesaler who bottles the wine and package the tea in tea bags.

Marketing: Wholesalers buy goods from manufacturers as soon as they are produced. They then advertise and market them on behalf of the manufacturer. As a result the manufacturers would only need to worry about production.

`
4.3 TYPES OF WHOLESALERS

There are three main types of wholesalers namely, Cash and carry wholesalers, general wholesalers and specialist wholesalers.

CASH AND CARRY WHOLESALERS

These get their name from the fact that they sell their goods strictly on cash and do not provide transport or delivery. What this means is that the retailers have to pay cash for their purchases and organise their own transport to carry their goods to their shops.

Features of cash and carry wholesalers

· They mainly deal in groceries
· They do not offer credit facilities
· They do not offer delivery or transport facilities
· They buy in large quantities and sell in relatively small quantities
· They may sell to retailers as well as customers
· They tend to be cheaper as they do not offer credit and transport
· Their premises are usually large and sparsely decorated
· They usually serve local market since they do not offer transport
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Student! Do you think cash and carry wholesalers are important in days business environment? Please write down the reasons for your answer.
GENERAL WHOLESALER

These are wholesalers who sell a wide range of goods and are usually very large with branches in many regions. Their main features are as follows

· They are run by large companies who have huge capital
· They are usually very large and may operate on a regional or national basis
· They often send their salesmen around to obtain orders from retailers
· They normally offer regular customers short term credit facilities

SPECIALLISED WHOSELAERS

These are wholesalers who specialise on a limited range of goods but who provide a wide variety of goods within that range. For example, Builders Hardware sells only Building related materials. However, they provide a variety of building materials and equipment. 
4. 4 MIDDLEMEN IN WHOLESALING
A middleman is an organisation or person who helps other businesses carry their transactions and is paid a commission for that work. The following are the middle men found in wholesale trade:
BROKERS:  Brokers are agents sell or buy goods in behalf of the principal. Broker do not physically handle the goods that are being sold. Their work is to bring the buy and the seller together. For example, if someone wants to sell his/her car he/she can approach a broker to find him/her a buyer. What the broker would do is to go and look for any buyer who is interested in the car and bring him to the car owner so that they can negotiate the deal. Once the car is sold, the broker is paid a commission for the work he/she has done. The commission the broker is paid is called brokerage, and is usually a percentage of the price of goods bought or sold through them. The owner of the goods is called the principal. 

FACTORS: Factors are also agents who sell goods on behalf of the principal, and they usually have possession of the goods that are being sold. This means they collect the goods from the seller and start looking a buyer. After selling the goods, they get their commission and give the principle the difference. Factors are different from brokers in that they do not buy, but only sell goods on behalf of their principal. This means that you can only approach a factor if you want to sell something. If you want to buy something you can instead engage brokers because they do both tasks.
IMPORT MERCHANTS: These are actually traders who buy goods from abroad in their own name and sell them locally, at a profit.
4. 5 TRENDS IN WHOLESALING

Many changes have taken place in wholesale trade, the most important of which is the declining of importance of the wholesaler. This is mainly caused by competition with the large-scale retailers. For this and many other reasons, wholesaling is becoming less and less important.
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Student! Try  to list down reasons that are leading to the elimination of wholesalers. Compare with what is discussed bellow
4. 6 FACTORS WORKING AGAINST THE WHOLESALER

The following are the factors working against the wholesaler:

· Some goods such as furniture are large and expensive and as a result they are directly sold to the consumers..
· Some manufactures have opened their retail outlets where they sell their products direct to the consumers. This is known as vertical integration. For example, Zambeef and Bata have their own retail outlets across the country.
· Goods such as bread are so highly perishable that they cannot be kept in a wholesale store for a long period of time, therefore, they are sold directly sold to the consumers.
· Some goods are only produced in small quantities due to occasional demand. Some goods are highly technical and are made to specifications. These type of goods are sold directly to the consumers
· Some manufacturers appoint agents to sell their products.
· The growth of large-scale retailing is possibly the single most worrying development for wholesalers. Some retailers are large enough to place orders direct either manufactures, e.g. Shop rite
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Student! State strategies that wholesalers have used in order for the to be relevant in today’s business environment.
UNIT SUMMARY.

In this unit we have Define wholesale trade. We have also Stated and explained he functions performed by the wholesalers. We have outlined reasons contributing to the elimination of wholesale trade. This unit has also stated and explained the features of all the three types of wholesalers

EXAMINATION TYPE OF QUESTIONS
1. Who is wholesaler?

2. Identify three types of wholesalers

3. State six functions of the wholesaler

4. Differentiate a broker from a factor
   

     DOCUMENTS USED IN   HOME   TRADE
INTRODUCTION

In modern society, most of the businesses make use of documents when selling or buying goods and service. This is so because documents provide a permanent record of all business transaction. This being the case, there is need for you as a student of fundamentals of commerce to know different types of documents used in  trade.
At the end of this unit we expect you to be able to:

· Define each and every document used in trade,

· Explain the importance of each document
· State the details that are found on each document

· Identify the person who prepares each of the documents discussed
5.1 IDENTIFICATION OF DOCUMENTS USED IN HOME TRADE
RECEIPT: This is a document which is issued by the seller whenever he sells goods on cash basis. The seller uses the duplicate receipt when receipt when entering in the books of accounts, while the buyer uses the original receipt to record a cash purchase in the books of accounts.

INVOICE: This is the document that is issued by the seller whenever he sells goods on credit.
The seller uses he duplicate invoice to record a credit transaction in books of accounts, while the buyer uses the original invoice.

THE DELIVERY NOTE

This accompanies the goods, and once they have been delivered it is signed by the buyer or his representative, and handed back to the driver as proof of delivery. Frequently the driver brings both the advice note and the delivery note and asks the buyer to sign one copy.

CONSIGNMENT NOTE

This note is different from the other two, in that it is used when the supplier uses transport other than his own to deliver the goods. The consignment note is a formal instruction to the transporters to accept the goods and deliver them to the customer. The driver usually wants the customer to sign a copy of the consignment note as well.

CREDIT NOTE

This document is sent to a customer who has been overcharged.

It is a form of refund of the amount of overcharge. A credit note may be issued if:

Some goods were delivered in unsatisfactory conditions and had to be returned

Goods are supplied in smaller quantities than shown on the invoice

Packaging cases or empty crates have been returned

Goods wrongly supplied are sent back.

The credit note is important because it corrects the mistakes that appear on the invoice. It is usually printed in red ink to show that money is going out from the business.

DEBIT NOTE

This is a document sent to the buyer if he/she has been undercharged. It is issued to claim the extra money outstanding. In other words the debit note asks the buyer to pay the difference or amount by which he/she has been undercharged. It may be issued when:
· Some delivered items are omitted on the invoice
· Pricing errors are made on the invoice
· Calculations went wrong on the invoice
· The importance of the debit note is that it informs the buyer of the undercharge and claims the extra amount outstanding.
· The seller has a right and obligation to issue both the credit and debit notes if the letters “E &O.E” are printed on the invoice. This means “Errors and Omissions Excepted”, so if any mistake is made on the invoice the seller can issue the note to make the necessary corrections.
STATEMENT OF ACCOUNT

This is a summary of all transactions made between the buyer and seller during the month. The supplier sends it to the buyer every month. The main pieces of information contained in the statement of account are: -

The balance owing at the beginning of the month, if any;

Amount of invoices issued during the month

Payments made during the month

Credit/debit notes issued during the month and net amount owing at the end of the month5.2 5.2 5.2 DISOUNTS
There are two types of cash discounts and these are:

· Cash discount: this is discount given to the bur in order to encourage prompt payments of debts.

· Trade discount: this is a discount given to the buyer for bulk buying.
                              CREDIT TRADING
INTRODUCTION
Trade credit has a significant impact on the financing of business. This is a strategy that has proved to increase sale. This unit, will, therefore equip you with knowledge that will make you know the type of credit, how and when to extend it to your customers
At the end of this unit, students should be able to:

· Define credit trading

· Sate the reasons for credit trading

· Identify types of credit trading

· State and explain the reasons for or against credit trading

6.0 DEFINITION OF CREDIT TRADING
Credit trading it is an agreement in which customers can purchase goods on account( without paying cash up front), paying the supplier at the later date,. There are basically two type of credit trading and these are:
6.1 REASONS FOR CREDIT TRADING

Doing business to day can be quite tough due to reasons ranging from lack of customers to competition from other businesses that deal with similar products or services as you. Small and large businesses they are all on the look out to try as much as they can to increase sales and maximise profit. Giving credit to customers is an ideal way to increase sales as well as create a good relation between your business and customers. Businesses that offer credit services  to their customers have recorded increase in sales of up to 50 percent.
6.2 TYPPES OF CREDIT AGREEMENTS
HIRE PURCHASE

Hire purchase as the name suggests is hiring an item while paying to acquire it. Legally the item belongs to the seller until the last instalment has been paid, although the buyer has full use of the item and practically treats it as his/her own as soon as the deposit is paid. In Zambia, it is the main method of buying expensive consumer durables such as fridges, furniture, televisions sets stereos and even cars.
Features of hire purchase agreement
· In hire purchase, a down payment called deposit is made followed by fixed instalments at regular intervals for a specific period of time. The deposit is usually expressed as a percentage of the marked price of the item 

· The buyer takes position of the goods and  he/ she makes use of them.

· The goods acquired on hire purchase do not become the property of the buyer until the last instalment has been paid
· The item purchased may not be sold until the payment is completed. This is because legally the item remains the property of the seller until the last instalment has been paid. 

· The seller can repossess the item if the buyer defaults (but this is subject to legal restrictions)
· Hire purchase is usually used for goods with a resale value such as furniture, stereo, fridges and cars

Advantages of hire purchase to the consumer

· It enables low income people to buy expensive consumer durables like fridges furniture etc with significantly improved standard of living 

· Hire [purchase is a convenient way of buying items which would otherwise be unaffordable to many. 

· The customer can take advantage of ‘sale’ or price cuts
· By spreading payment over a period of time, a customer can save money for other needs.
· It is a convenient ways of credit buying for the working class who get little but regular income
· It is a form of saving to the buyer. After finishing payment the item can be sold for cash which might be difficult to accumulate by saving
· The customer has full use of item and practically treats it as his/hers own as soon as the deposit is paid.
· It helps to keep those working in industries producing the consumer durables in employment
· Without hire purchase there would not be enough customers to sustain a high level of output and people in those industries would have to be retrenched
Advantages of hire purchase to the seller

· It helps increase sales as more people are able to buy expensive goods because in hire purchase payment is spread over a long period and the customer does not feel the same financial burden as when paying cash.
· It is a safe means of selling goods since they can be repossessed if the customer fails to pay the instalments. The item purchased acts as security for the deal
· The trader can maintain his customers because as the customers comes regularly to pay his/her instalments, he/she may buy another item as soon as he/she completes the instalments of the previous purchase
· The trader gets a high profit margin because the goods sold by hire purchase carry high interests
Disadvantages of hire purchase to the customer

· Hire purchases is costly compared to cash purchases. This is because the amount payable is a combination of the basic cost of there item plus insurance, finance charges (interest), transport (optional) and of course profit on the seller

· It tempts people into buying what they can not afford and they will suffer with the instalments for a long time
· It can only be used to buy items with resale value such as furniture, fridges, cars and television sets. If someone wants to buy other items they still have to pay cash
· The buyer is not allowed to sell the goods until he/she has finished paying for it.

Only a few shops offer hire purchase so the customer is limited in the choice of shops.

Disadvantage of hire purchase to the seller

· Although the seller can reposes the goods, some may be in such a condition that it is difficult to resell them at a price equal to the outstanding instalment.
· It involves a lot of paperwork for the seller
· Much of the trader’s capital is tied up in debts so it requires large amount of capital.
· Court action against defaulting customers is very unpopular and may tarnish the image of the trader and scare away customers.
· It requires trained staff to keep a record of customers, and details of their transactions.
· Some customers may defraud the higher purchase traders.

DEFRRED PAYMENT
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This method of selling is also known as “credit sales”. It is used to sell non durable goods. Under this method, the buyer pays deposit and immediately becomes the legal owner of the item. The balance is also paid in equal instalments (of course, plus interest and other charges). Even if the buyer defaults on the instalment payment the seller has no right to repossess the goods. However, he can sue the buyer for the balance outstanding. Unlike with hire purchase, the buyer 
can sell the goods any time, as he becomes the legal owner upon payment of the deposit.
Student! Please compare and contrast between hire purchase and credit sale agreement. You will be examined on this material,
6.3  FACTORS TO CONSIDER BEFORE TRADING ON CREDIT 

In these challenging times , small business owners are are constantly on the lookout for ways to increase sales and build customer loyalty. Some already have tried special offers, giveaways and discounts.

Extending credit to customers is also an important way of increasing sales. It also ttracts new customers to the business.  However , you should be aware that the larger the purchase by your customers, the greater the risk you face. 
Keep in mind, though, that you can control the risk to some extent because you are the one determining the terms. Before deciding whether to extend credit and  is so, how much, there are several key factors you should consider,  and the following are some of them:
· Credit risk: define the amount of risk your business is willing to accept. During this assessment, you should consider  the possibility that some customers may default payments

· Credit terms: make an agreement with a customer about the amount you are willing to spend, how much he/ she is going to pay back and the duration. The amount you are willing to give out should not stall the  normal flow of the business until you get paid in full.
· Credit qualification: you should ask for credit worthiness of your customers. In Zambia this can be done by consulting the Credit Reference Bureau (CRB) .

· Credit policy: develop a credit policy that covers the entire process when extending credit to customers, from application submission all the way to past due collection.
· Credit review: check the past record of credit payment by your customer before extending another credit to them.

                                    CONSUMER PROTECTION

INTRODUCTION

Consumer protection is a very significant issue to deal with because it is concerned with the safety of the citizens. Most of the producers and those who sell goods or services always aim at increasing sells that will ultimately translate into higher profits. In the quest of doing that some engage in dishonest activities to the detriment of the general public. It is, therefore the responsibility Government through parliament to protect the public against such activities.

Consumers are protected from abuse by enacting  a number of legislation, and establish official bodies that work to protect the consumers.
Upon completion of this unit we expect you to:
· Describe the rights of consumer in selling and buying of goods and services.
· Describe the obligation of the seller towards the consumers
· Analyse and understand the compliance of each enacted Act on consumer protection
· Understand the role of each body of consumer protection
7.0  Definition of consumer protection

Consumers are people who buy goods and services, comer protection, therefore , refers to laws and other forms of Government regulations designed to protect the rights of consumers. As indicated in our introduction of this unit, consumers need to be protected from unfair trading practices of [producers  and sellers of  goods and services.
7.1 REASONS FOR CONSUMER PROTECTON
The following are the reasons for consumer protection:

I. To ensure that consumers are protected from the sale of armful commodities

II. To protect consumers from contract breach

III. To ensure that consumers get good and services which are of high quality

IV. To protect the consumers from false advertising

V. To ensure that fair prices are charged for the goods and services

VI. To promote fair competition

7.2 METHODS FOR PROTECTING CONSUMERS
The following are he methods used to protect consumers from unfair, deceptive and abusive acts of some producers and traders of goods and services:
Legislation: Consumers are given the general protection by consumer legislation. In Zambia, consumer protection is one of the tenets of competition and consumer protection law.  Part VII of the competition and consumer protection act No 24 of 210 provides  the legal framework for consumer protection in Zambia. It is the mandate of the competition and consumer protection commission to enforce the law that is aimed at protecting the consumers from unfair trading practices to do with consumer product safety, product labelling, defective, unsafe products, unfair contract terms, dishonest and fraudulent trading,, misrepresentation and misleading adverts, exploitation through price overcharge, as well as probation on display of disclaimer,
Zambia adopted  British law which is applicable in our country, competition and consumer protection commission  apply most of the British acts. Some of the acts that are applied are as follows: 
 The sale of goods act (1979) According to Lobley, The sale of goods Act of 1979 updated and replaced  the 1893 Act, now regulates day- to- day buying and selling. Some provisions are:
· Goods must suit the purpose, for which the are sold
· Goods sold by description must fit the description
· Goods sold by sample must correspond with the sample
· Goods must be of merchantable quality, that is safe and in good condition
 The trade description 1968 This Act is enforced by trading standards officers, and is mainly concerned with the description of good as well as with their prices, the producer or trader must not describe goods as multi-functions or automatic unless they are in reality. The seller must always advertise the product accordingly, this means that in case of the product, you are required to expose or display the real image of the product to allow the buyer to buy what he/she wants at a given value/price. In case the description is not conforming to the actual product the buyer has the right to claim for unfair deal.
The unsolicited goods and services act 1971. The parliament provides an extra protection to consumers under this Act, therefore goods are delivered to person who has not ordered them, the sender is given six(06) months from the delivery date within which to collect them. After that the recipient is allowed to keep the goods, unless he or she has undertaken to return them.
This act implies that in case you receive goods that you do not need or which you did not want, you have the right to return them if possible or keep them till the sender comes to collect back and replace them with the goods you ordered, for instance you receive computer monitors instead of television sets. This may be a drawback in business time
 Fair trading act 1973 This office, the fair trading has already done a big job of investigating and has made recommendations on a range of matters affecting consumers. Shopkeeper may not deny consumers the rights to obtain their money back if they have been supplied with unsatisfactory goods, this means that whoever discovers that the goods which have been bought are not fit for the purpose can therefore take it back and claim for refund, the seller should not refuse to do likewise under this fair trading Act. 
 The consumer protection act 1978 This Act gives the government power to make regulations governing goods which may injure or kill their users such as cigarettes that reduce the smoker’s life each time a sick of cigarette is consumed, more especially drugs like cocaine It also strengthens some of the provisions of the trade description Act relating to the misleading pricing goods and services; the price must be reasonable depending on various factors such as, quality, size...
 The food and drugs act 1955 This act controls the contents of the food products, their labelling, and the conditions under which they are manufactured and sold e.g. this product is not for sale to people under the age of 16. The Act is also concerned with the amounts of various ingredients found in the food products and it is reinforced by labelling of food regulations. The food may contain ingredients which are harmful to human health; however the government can regulate the fact by putting in place some measures to protect the consumer.
Consideration is that no smoking where food is handled and running hot water and hands basins must be provided for washing.

The powers of the authorities were increased by the food safety Act 1990 which established new standards of hygiene and treatment throughout the food chain.

Weights and measures acts 1963 and 1973 :As mentioned earlier, the 1963 Act lays down the standard measures by which goods can be sold and there is a trading standards officer in each area to enforce the regulations The main effect of the 1979 Act was to remove the necessity for each packet of goods to be exactly as prescribed weight. An important requirement of the weight and measures Act is that certain pre- packed goods be sold in packets which indicate the weight of the content. The consumer can buy a given product after consideration is made on various factors such as, quality, size and the related price compared to the weight
THE MEDIA
This does not only deal with individual complaints but they also play a vital educational role in making consumers aware of their rights and of the practices to which might be subject. Consumers may not know their rights if they are not communicated to. However, the media i.e. Radios, newspapers, televisions... are the best ways of letting them aware and enjoy their rights, this will bring in communication feedback which is, first the release of the rights and then come the claims or complaints from the consumers.
 THE CONSUMERS’ ASSOCIATION

This provides the most comprehensive protection; depending on non profit-making organisation financed through its membership. The consumers  as we said earlier, are all disorganised, an association of consumers is an opportunity to gather information. It operates mainly by conducting tests comparative tests on goods and publishing the results of them
The consumers’ Association goes a long way towards redressing the imbalance between producers and consumers, for it to provide consumers with an objective assessment of a range of goods
 SELF PROTECTION

The self protection starts where a consumer should first consider the prices, compare the quality of goods and services which are being offered and the terms at which they are being sold. If subsequently you have a cause for complaint about goods and services supplied to you, you should first raise the matter with the supplier, who will normally recognise the legal position. You will probably be able to come to an agreement if your complaint is genuine and provided you adopt a reasonable approach. Where genuinely goods are concerned, the retailer will probably have little in obtaining a refund from the manufacture. (Lobley, 1993: 77)
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 UNIT SUMMARY
In this unit, You have known the reasons why consumers need protections in their daily buying and selling of goods, and how the government can help them through legislation  and by establishing official bodies to cater for the consumer interest in particular fields

The competition and consumer protection act was analysed and explained in detail for you understanding, it provisions such as goods must suit the purpose for which they sol.
Other Acts like trade description Act 1968, the Unsolicited goods and services Act 1971, the Fair Trading Act 1973, the consumer protection Act 1987, the food and drugs Act 1955, the weights and measures Acts 1963 and 1979, were analysed for your awareness.


                                      BUSINESS UNITS
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8.1 DEFINITION OF BUSINESS UNITS
These are various ways of owning and managing businesses. The diagram Above shows various forms of businesses units.
8.2 TYPES OF BUSINESS UNITS
PARTNERSHIP

The partnership form of business organisation was necessitated historically by the limitations of the sole trader business to cope with the increased activities. The increase in population and ever widening markets demand more capital, managerial ability and the ability to undertake bigger projects. It was in these circumstances that the partnership form of business organisation emerged into the business world.

What is partnership? Partnership is defined as ‘the relation, which subsists two or more people carrying on a business in common, with a view of profit.’

Membership: The maximum number of members in a partnership is limited to twenty in the case of a non-banking business and ten for a banking business. Partnership firms of Solicitors, Accountants, Stock Exchange members and other professions like Patent Agents, Actuaries, Chartered Engineers, Surveyors, etc., are exempted from the above maximum limit subject to certain restrictions.

FORMATION OF THE PARTNERSHIP BUSINESS
Before a partnership business is formed, would-be partners are required by law to come with a partnership deed or agreement.
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Student! What do you think are the reasons why would-be partners are required to draw up a partnership deed before they commence their business. Consider what is discussed below
The Partnership deed

This is sometimes referred to as partnership agreement or articles of partnership.

As already noticed, partnership is the result of an agreement. The partnership agreement may be oral or in writing, In France and Italy the partnership agreement should be in writing. Written partnership agreements will help to avoid future disputes and misunderstandings among the partners. Written partnership agreement is known as ‘Partnership Deed.’ It is supposed to contain all relevant and important matters concerning the partnership business. This is the basis and foundation of the whole partnership enterprise.

Contents of the Partnership Deed

The purpose of having a Partnership Deed will be fully served only if all-important matters are included in it. But what is important to one partnership may not be that important to another. So it is difficult to draw a clear cut line as to what should be included and what need not be included. But the following points have common nature and may have to be incorporated in any Partnership Deed.

· Name of the partnership firm and the nature of business carried on
· Duration of the partnership and its commencement
· Contribution of capital by each partner
Profit and loss sharing ratios
· Drawings by partners
· Responsibilities of each partner
· Remuneration  if any of the partners. 

· Interest on capital and drawings
· Books of accounts and their custody
· Methods of arriving at the amount payable to the partners or their legal representatives on retirement, death, etc., including the goodwill and the basis of its calculation
· Method of settling disputes among the partners including arbitration 

· Settlement of accounts on dissolution of the partnership
· Duties, liabilities and powers of each partner
· Provision as to how to open and operate bank account
· Provisions as to admission of new partners
· Provisions regarding revaluation of assets and liabilities of the partnership business on death or retirement of any of the partners
· If a partner can be expelled from the partnership firm, the procedure for the same
· Provision regarding insurance and treatment of the premiums
· Any other matter of importance to the particular type of business.

What do you think will happen if the would-be partners fail to draw up a partnership deed?
If there if the would-be partners fail to draw up a partnership deed, they will follow what is contained in  the Partnership Act of 1890.
Contents of the partnership act of 1890

· All partners are to contribute equally towards  the capital of the business

· All the partners are entitled to equal share in the capital and profits of the business and they should contribute equally to the losses.
· The firm is liable to refund every partner for payment made and liability incurred by him in the ordinary and proper conduct of the firm and for anything done necessarily for the preservation of the business or property of the business firm
Please research on the other contents of the partnership act of 1890
It should be realised that the Partnership Act does not apply if there is a Partnership Deed or Agreement, as long as it is not contradicting the provisions of the law. 

It is interesting to note that the majority of partners cannot expel any partner, unless a power to do so has been conferred by express agreement between the partners.

TYPES OF PARTNERSHIPS
According to the nature and duration, partnerships can be classified as follows:

General Partnerships – These are partnerships in which all the partners have unlimited liability. These can again be of two types:
i) Particular Partnership – These are partnerships formed for undertaking a particular work or venture or for a fixed period of time. This type of partnership will be dissolved on completion of the project or venture undertaken, or after the fixed period of time.

ii) Partnership-at-will –These are partnerships formed without any agreement as to the duration of the partnership or number of ventures for which it is formed. This type of partnership will be continued as long as they enjoy the pleasure of the partners. They can be dissolved at any time it is desired. If any particular partner desires to dissolve the partnership, he can do so by giving notice of his intention to the other partners of the firm.

Limited Partnership – Partnerships having at least one partner with limited liability is called a Limited Partnership. In many European countries and the USA, Limited Partnerships are recognised. In England a Limited Partnership formed under the Limited Partnership Act of 1907, which came into operation on the 1 January 1908. There should be two types of partners in a Limited Partnership. They are partners with limited liability and at least one partner with unlimited liability. Partners with limited liability are known as ‘Limited Partners’, and partners who are not limited partners are known as ‘General Partners’. The rights lf the limited partners are to some extent restricted. They cannot withdraw any part of the capital contributed by them. Limited partnerships should be registered with the appropriate authority. As in the case of General Partnership, Limited Partnership is not dissolved on insolvency, retirement, or death of Limited Partners. Limited Partners are not allowed to take an active part in the management of the partnership business, and as such cannot act as agents of the firm.

Types of Partners

Partners can be classified into different groups on the basis of their position, interest taken by them, and their rights, duties and liabilities.

Active Partners, Working Partners or Managing Partners: - Partners who take an active part in the day-to-day working and management of the firm, are called Active Partners or Working Partners or Managing Partners. All partners, including those who are not active in the management of the firm, are bound by the actions of the Active Partners in the ordinary course of the business

Dormant or Sleeping Partners: - Some partners may not be taking an active part in the conduct of the partnership business other than contributing the share capital and getting a share in the profits. Such partners are called Dormant or Sleeping Partners. They are also liable for the debts and liabilities of the firm as far as outsiders are concerned.

Nominal Partner: - Partners who are neither contributing to the Share Capital or receiving any share in the profit, but simply allows their names to be used as partners in the firm, are called Nominal Partners. They are also liable to the third parties as other partners are.

Partner in Profit: - Partners may be admitted on the basis of an agreement by which they get a share in the profits without being liable for the losses. They are called Partners in Profit.

Partners by Estoppels: - If any person represents himself to be a partner of a firm by his word or conduct, then such a person cannot deny his partnership in the firm later on if any third party has given credit on the faith of such representation. This is sort of deemed Partnership by the operation of law. But because of this, he will not be entitled to any benefit from the firm.

Partner by Holding Out: - If a person knowingly allows others to represent him as a partner, and if third parties have given credit to the firm on the faith of such representation, then such third parties can make him liable as a partner. Later on he cannot deny partnership in the firm for such liabilities to third parties. He will not be eligible to share the benefits of the partnership business. Partner by Estoppels and Partner by Holding Out, can be grouped under ‘Quasi Partners.’

Sub-Partner: - A Sub-Partner is a person who enters into a contract with a partner of a firm, to share the profits received by such a partner from the partnership firm. He is having a business relationship only with one partner, and will not be liable to the third parties, nor will he have any right in the partnership business.

Special or Limited Partners: - As discussed earlier, Partners with limited liability are known as Limited Partners, or Special Partners.

Incoming and Outgoing Partners: - A person who is admitted, as a new partner in an existing partnership is known as an Incoming Partner. A Partner who is severing his relations as a partner with an existing partnership is called an Outgoing or Retiring Partner.

Minors Admitted to the Benefits of Partnerships: - Minors have no capacity to contract, and as such they cannot be partners of a Partnership Firm. But the law does not prohibit admission of minors to the benefits of the Partnership. Generally such persons are described as Minor Partners. The rights and liabilities of a minor admitted to the benefits of the partnership are clearly laid down by the law.

Advantages of Partnership

· A partnership is easy to set up. It does not involve long and time consuming procedures
· More people are involved in the business so more capital can be raised than it is the case with sole trader who is alone
· Division of labour is possible as there are many people. It is possible to find tha6t each partner has a different skill. This creates greater efficiency as compared to the sole proprietor.
· Expenses and management of the business is shared. As a result, one or two partners can afford to take a leave and there would still be someone to carry on the business, unlike with the sole trader proprietor who must be there personally all the time
· The individuality of each partner is not totally lost as many of the personal advantages of the sole trader are maintained by the partners
· There is greater continuity in a partnership than is the case with sole proprietorship. If for one reason or the other, one partner leaves or even dies, a new partnership is formed. In sole proprietorship however, if the owner dies the business might die with him/her
· Decision-making is consultative. As a result, the quality of decisions tend to be better than that of a sole trader
· A partnership is not required to publish its accounts annually so there is secrecy in the business
Disadvantages of Partnership

· Decisions may be delayed by disagreements among partners. Because many people are involved there are naturally bound to be disagreements, which can be very dangerous to the business
· Partners have unlimited liability and are therefore personally liable for the debts of the business. This puts their personal assets at risk
· Lack of capital may limit expansion. The capital of a partnership is raised by partners’ contributions. This may not raise enough money to meet all the need of the business
· If one partner leaves or dies a new partnership agreement is required. This can be very irritating.
· Membership in a partnership is limited to twenty (except for professional partnerships) This is a problem because it restricts the firm’s ability to raise more capitalOne partner’s decision can be binding on the other partners even if it’s a wrong decision. This makes forming partnerships with someone whose business initiative is suspect a very risky affair.
· The relationship in a partnership is a delicate one and can be broken up by conflict between partners sometimes caused by a mere personality clash between partners.
· One or a few partners may be honest and hard working but because profits are shared by all the hardworking partners may be discouraged.
DIFFERENCES BETWEEN PRTNERSHIP AND SOLE TRADER
	PARTNERSHIP
	SOLE TRADER

	1   The capital of the partnership is contributed by the partners
	1   The capital of the sole proprietor is from his saving and provided by entirely the owner of the business

	2   Have unlimited liabilities
	2   Have unlimited liabilities

	3   Continuity depend on the trust and good working relationship developed
	3   Continuity is dependant on the good health of the proprietor. Should he die the business most likely dies along

	4   Profits are shared between or among the partners
	4   The profit is all for the proprietor




LIMITED COMPANIES
Lord Justice Lindley has defined a Company as – An association of persons who contribute money or money’s worth to a common stock and employs it in some trade or business and who share the profits or losses arising there from. The common stock so contributed is denoted in money and is the Capital of the Company and the persons who contribute it or to whom it belongs are called shareholders. 
Characteristic of a Limited Company

On analysis of the definition, a limited comany has the following distinctive characteristics:

Legal Entity: - A Joint Stock Company, being an artificial person created by law, has an independent existence of its own as distinct from that of the members of the company. The company is a legal entity, and just like any other person, can own property, enter into contracts and can sue or be sued against its own name. The Assets owned by the company belong to the company and not the shareholders.
Common Seal: - being only a metaphysical existence and an artificial person it is not possible for the company to sign by itself. So there will be a Common Seal for the company and it should be affixed whenever signature of the company is required. The common Seal of the company being so important should be handled carefully and kept under proper custody.
Common Capital and Transferable Shares: - Each company will have an Authorised Capital and that is divided into convenient units called Shares. These Shares are transferable. Those who buy such shares become the members of the company. But it may be remembered that there is restriction in the transferability of shares in a private company.
Liability: - Liability of each member will be limited to either. The unpaid amount on his subscribed capital or Unpaid portion of the guaranteed amount, depending on whether the liability is limited to shares or guaranteed amount.
The Acts of the Company and its Shareholders are not mutually binding: -The company being a separate
Agency principle- There is no Agency-Principal 

Perpetual Succession: - The Company gains the advantage of continued existence by the incorporation; Continued existence of the company will not be affected by the death, insolvency, lunacy or the retirement of one of its shareholders. The company will never die and continue to exist until the company is dissolved according to the provisions of the Act.

Democratic Management: - A representative body called ‘Board of Directors’ is entrusted with the management of the company. The Directors are elected members of the  company according to the principle of majority takes the decisions. 

Multinational Companies: A Multinational company or corporation is an enterprise that has subsidiaries or branches in more than one country. It is usually a public limited company. They are some of the largest companies in the world, worth million if not billions of dollars in investment, and employ thousands of workers around the world. Their main objective is to expand their operations into other profitable areas, in order to gain a large share of the world market and to benefit all the companies in the group. The decision making process is controlled from the head office where the parent company is and implementation of policies is through the foreign subsidiaries. These subsidiaries could be companies set up by the parent company or taken over. The parent company may own the subsidiary company 100% or 51% or more, which means it has a majority of shares (controlling interests). Sometimes the parent company could only have a large and influential number of shares in the subsidiary.

FORMATION OF A LIMITED COMPANY
In Zambia depending on the type of company one wants to form two documents may be required to be presented to the Registrar of companies. The following are the documents that are required: 
1. MEMORANDUM OF ASSOCIATION 
This is the company’s Charter that talks about the  relationship of the company with the external world. The contents of the memorandum of association are as follows:
Name Clause: This clause undertakes to cover the name of the company. It states the name, however, the name should abide by the following conditionality:

The name should be unique or different in that no two registered companies can bare the same name. Names like Royal, Municipality, Imperial, and Chartered etc.  Should be avoided unless under special arrangements. The name should indicate clearly if the company is Public (plc) or Private (pty)

Situational/Domicile Clause: The clause gives the company’s location as in the registered Offices or headquarters. This is the postal address and the physical location address as in plot number and any other details that may be relevant in this respect. The following should be noted:

The domicile clause can be altered, if the company wants to relocate or change the situation of their registered offices. However, it is easier if the change is within the political boundaries of a country.

Capital Clause: This clause states the amount of money the company expects to invest and this is called Authorised Capital. The capital is divided into smaller units called Shares, people are able to subscribe by acquisition. Any change in the authorised capital should be done in consultation with the Registrar of Companies.

Liability Clause: Public Companies usually have limited liabilities, which implies that              should the company be liquidated or wind up, members are only obliged to help in the settling of the companies’ debts to the extent of the face value of the shares held in the company. The liability in the case of a part payment is limited to the unpaid amount In the case of a non-profit making organisation, which are common with liabilities being limited by guarantee. The shareholder if part payment is made the liability to the company is limited to the unpaid amount plus the guaranteed amount.

Subscription Clause: For a company to be operational the minimum number of directors two for a Private Company and seven pr a public company. Each director signs against his name the shares he/she owns in the company .However, let it be known from the own set that this clause looks at shareholders declaring how many shares they hold in the company against their names in the company register.

Objective Clause: This clause stipulates the purpose of which the company is set for. Should the company do something or involve in trade not stipulated in this clause then the company is said to be illegal .If a Company wishes to change its line of trade the Objective Clause is changed in the memorandum.

2. ARTICLE OF ASSOCIATION

 This is a Company’s document or charter that talks about the internal management of a Company. This document like the Memorandum is also produced in clauses. 
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Student! please do a thorough research on the contents of the articles of association. You are likely be examined on the same material.
3. PROSPECTUS

This is an advert or an invitation to the members of the public to purchase shares  floated b a particular public limited Company.
CONTENT OF THE PROSPECTUS
Promoters: Detailed information about the promoters, directors etc. and their interest in any property being bought, number of shares and class of shares held.
Shares: Details of shares issued other than for cash e.g. in return for property, goodwill.
Auditors: It should state the names of auditors and their report on company profits for the previous ten years at least. And the value of assets and liabilities on the latest balance sheet.
Preliminary Expenses: The initial expenses that are incurred in the establishment of the Company. In the purchase of fixed assets and current funds.
Details of Shares: Voting rights, payments to be made on application and allotment.
Application Money: The money to be paid on application of shares and when the forms and money should be issued, including the various calls.

TYPES OF LIMITED COMPANIES

The following are the types of limited companies:
PRIVATE LIMITED COPANY
This is a company whose capital is raised through the sell of shares privately. Shares are usually sold between families and friends. This means that the sell of shares in this type of a limited company are not advertised to the public.

Characteristics’ of a private limited company
· Minimum Membership of two and no maximum number

· The name ends with Pvt limited

· Financial accounts  are not published to the general public

· Shares are not offered for sale to the general public or at the stock exchange
· It does not need a trading certificate for it to begin operations
·  For the other features, refer to characteristics’ of a limited company.

PUBLIC LIMITED COPANY

This is a company whose capital is raised through the sell of shares to the general public, These are the type of limited companies who if they meet all the requirements, can have their shares sold at the stock exchange.

Characteristics of a Public limited company

· Minimum membership of two and no maximum number

· The name ends with Plc

· Financial accounts are published to the general public

· Shares are  offered for sale to the general public or at the stock exchange
· It  needs a trading certificate for it to begin operations
·  For the other features, refer to characteristics’ of a limited company
8.2 TYPES OF SHARE CAPITAL

Share capital is the sum of money received by he company for selling its shares to the investors. When a company issues fresh shares to the investors ad raise funds it directly increases the value of share capital Share capital cane be categorised as follows:

· Authorised share capital: authorised share capital refers to the total capital that the company is authorised by the registrar of companies to raise from investors. In simple terms, the company can not raise capital more than its authorised capita.

· Issued share capital: it represents that part of authorised capital which has been issued by the company for subscription by investors. Usually companies do not issue all their authorised capital for control purposes.  thus the part which is issued for subscription becomes issued share capital

· Subscribed share capital: this refers to that part of issued share capital, which has been subscribed by investors. It mean that when a company issues shares to raise capital may not receive subscription for all the shares.

· Call up share capital: the company collects the full amount of share price in more than one lot. The part of subscribed share capital which has been asked for payment represents called up share capital.

8.3 MULTINATIONAL COMPANY
This is a company who that has several branches in a number of countries. Examples of multinational companies are Coca-Cola, Bata shoe company,  Atlasmara etc

Advantages of Multinational Companies

· Paying taxes which boost the host government’s income 

· Provides jobs around the world
· Bringing business knowledge, skills and technology with them
· Bringing foreign exchange by selling their goods abroad
· Providing vital goods and services to private households as well as to other companies
· they usually have world wide contacts which the host country can use to boost its export sales
· They can achieve great economies of scale
Disadvantages of Multinational Companies

· They tend to exploit underdeveloped economies through monopolistic practices. They dominate most export markets and force small companies out of business or take over local firms 

· They usually bring their own experts instead of training the locals to participate in important decision-making in companies that operate in their own country.
· They can prevent the transfer of technology to the host country by ensuring that research facilities remain based in their home country. 

· Most of them eternalise profits which drains away the host country’s foreign exchange reserves.
· They are centrally controlled and do not take into account the condition the host countries when drawing up their policies.
8.4 NATIONALISATION

What are nationalized industries?
Nationalized industries are business organisations that were once owned and controlled by private individuals but were later taken over by the government.

What are the reasons for nationalising industries?
Reasons for nationalising industries include:
a) For the central government to control prices, and thus protect consumers from the unscrupulous traders

b) To provide services and goods even in areas where business may not be good for private investors e.g. providing transport services in rural areas
c) To under take large scale projects that require large capital outlay and which private businesses may not be able to finance e.g. construction of railway lines hydro dum projects etc.
d) To control essential services such as water, electricity etc, and thus avoid wasteful competition between companies.

e) To safeguard strategic industries e.g. nuclear plants, mines etc.

f) For political reasons some industries may be nationalized to create more employment opportunities for the country’s inhabitants.

Methods of nationalising industries 

The main methods used by the government to take over private businesses are expropriation and compensation.
Expropriation

By expropriation method, the government simply takes over private businesses by force without paying any compensation to owners. Expropriation was a common method of nationalizing industries in former communist countries.
Compensation
With compensation method, the government takes control of private businesses by buying a certain percentage of shares e.g. the government may buy 51% of the ordinary shares at nominal price. The government does not pay for shares immediately but pays for them over a period of time from the profits the company makes.

8.5 PUBLIC CORPORATION

A public corporation is a business organisation set up by an act of parliament to run and control a nationalized industry. Examples of public corporations in Zambia are Zambia Electricity Supply Corporation (Zesco), Zambia State Insurance Corporation (ZSIC) etc.
Main features of a public corporation

a) Ownership

The government owns a public corporation on behalf of all citizens in the country

b) Control

A board of Directors appointed by the minister in charge of the Ministry under which goods and services at reasonable prices.

Purpose

The purpose of forming a public corporation is to provide members of the public with goods and services at reasonable prices

c) Source of capital

The capital of a public corporation is provided by the central government in form of grants. Loans may also be obtained from creditors to finance a public corporation
d) Allocation of profits

Profits made by a public corporation are used:

i. To improve infrastructures in the country such as building of health clinics, building of schools etc.
ii. Some profits are retained in business for repairs of machinery; buy more goods for resale etc

iii. Some profits are used to repay loans

e) Control of the public corporation

Parliament investigates the workings of public corporations through select committees.

Advantages of a public corporation

a) Profits made in public corporations are used to develop the country by constructing roads, building hospitals and schools, etc. For the benefit of all citizens in the country.

b) Public corporations provide secure employment to large numbers of citizens in the country.
c) A public corporation is able to serve the public even in areas where business may not be good e.g. provision of transport in rural areas.
d) Large scale production is possible for public corporations because the government can raise any amount of capital required for investment and can plan ahead.
e) The government can control the provision of essential or strategic goods and services such as electricity.
f) Public corporation s help to implement government policies, for example they may maintain low prices of certain goods or services as Government directives.

g) Public corporations are a source of income to government and therefore may help in reducing tax such as Pay as you earn.
h) Public corporations are usually big and so they enjoy economies of scale that results in cheaper goods and services being offered to members of the public.

                                                  THE STOCK EXCHANGE

INTRODUCTION

It would be difficult for Companies to raise long-term capital if there were no organised markets enabling investors to exchange their shares for cash. The Stock Exchange provides that facility:

It brings together those who want to dispose of their investment because they need cash and those who want to invest because they have surplus cash available. Since prices are not fixed, the Stock Exchange does not and indeed cannot guarantee that an investor who sell shares will receive as much as he paid for them, but except in very unusual circumstances, the investor knows that he will be able to dispose of his holding on the other hand, the Company that issued the Securities knows that the money paid/raises is permanently at its disposal. People can sale and buy shares in a particular company without the company being affected in anyway.

  At the end of this unit, we expect you to:

· Define a stock exchange

· Explain how a stock exchange is organised

·  Identify dealers found at the stock exchange

· State and explain reasons for the formation of the stock exchange

· State and explain types of securities sold at the stock exchange
9.1 DEFINITION OF THE STOCK EXCHANG
A stock exchange is a highly organised market for the purchase and sale of both equity  and debt securities. Equity securities make one to be a part owner of the company where he/she has bought shares while debt do not make one part owner of the company. An equity holder in a company is entitled to dividends if a company makes profit while debt security holder is entitled to interest. 
9.2 FUNCTIONS AND MANAGEMENT AND ORGANISATION OF  THE STOCK EXCHANGE

The Stock Exchange is governed by the securities exchange commission, which is elected by members of the exchange. The functions of the commission are as follows:
Provide market for shares: To provide an organised market where different types of securities can be bought and sold
Code of Conduct: To ensure that the rules of the Stock Exchange are observed by its members. Enormous sums of money are involved in the transactions that take place on the exchange, and it is most important that members honour any obligations into which they enter.
To establish prices for shares: Prices for shares are normally dependent on supply and demand

Protect the Investor: We have seen that large institutions undertake much of the investing, but there are also over two million individual investors. There are many ways in which they could be misled or even defrauded by members of the Exchange, and the council tries to ensure that this does not occur.
Regulation: to ensure that licensed members conduct business in accordance with the strict rules and regulations of the stock exchange.
To approve the quotation of new shares: The stock exchange cannot deal in the shares of a company without the approval of the council. Again the highest standards are demanded, and if there is any doubt about the integrity of the directors of a company, or the soundness of the company itself, a quotation will not be approved. Sometimes, a quotation will is suspended, if 
9.3 TYPES OF SECURITIES SOLD AT THE STOCK EXCHANGE

1. SHARES

According to the rights attached to each, share may be classified as follows:

Preference Shares: These are types of shares which have priority over the other classes of shares in the company. This may be a right to preference in payment of dividends when dividends are declared at a pre-determined fixed rate, or it may be a preference in repayment of capital when the company is wound up. Preference Shares may be of different classes according to the rights attached to each, and these are:
I. Cumulative Preference Shares: Cumulative Preference Shares are a type of preference shares to the holder of which the fixed percentage of profit accumulates until it is completely paid during the continuance of the company.

II. Non-cumulative Preference Shares: Holders of Non-cumulative Preference Shares also have a preferential right to receive dividends at a fixed rate. But if the profit earned by the company is not sufficient to distribute dividends, they will not have any claim on arrears of dividends.

III. Participating Preference Shares:  Participating Preference Shares have a right to participate in the surplus profits of the company after satisfying the claims of all shares. These Participating Preference Shares will first get their fixed rate of dividend and then a share in the surplus profits, if any, along with the equity shareholders. These shares also have a right to participate in the remaining balance of assets in the event of winding up of the company. If it is not specifically mentioned, Preference Shares are deemed to be non-participating.

IV. Redeemable Preference Shares: Redeemable Preference Shares are those type of Preference Shares issued with a condition that5 the amount of the shares will be repaid to the shareholders after a fixed period of time. The fixed percentage of dividend will be paid, if there is sufficient profit, until it is redeemed.

V. Convertible Preference Shares: These are Preference Shares issued with a condition that they may be converted into Ordinary Shares after a fixed time at the option of the shareholder. 

VI. Pre-Preference Shares: When a company issues different series of the same class of Preference Shares, the series first issued will be called First or PrePreference Shares, and that issued next will be called Second Preference Shares and so on.

Ordinary Shares

 These are shares, which have no preferential right. The Ordinary shareholder will get a dividend only if there is any balance of profit left after paying dividends to all the Preference Shares.

In the event of winding up the Ordinary shareholder will only get anything after satisfying the claims of the Preference shareholders. Ordinary shareholders have voting rights concerning all matters and they are entitled to manage the company. Those who are willing to take risk and interest in the administration of the company prefer Ordinary shares. 

Deferred Shares

Deferred Shares are generally issued to the promoters or founders of the company for services rendered by them to the company. They are also called Founders or Management shares. The rights of the deferred shareholders will depend on the Article of Association and the terms of issue.

2. DEBENTURE

A Debenture is defined as an instrument in writing issued by a company under its Common Seal and acknowledging a debt for a named sum of money and giving an undertaking to repay that sum on or after a fixed date and meanwhile to pay interest thereon at a certain rate per annum at stated intervals. Debentures have fixed nominal value and they are issued, applied for and allotted in the same way as in the case of shares.
3. GOVERNMENT SECURITIES: whenever Government what to raise funds for certain projects, it can borrow through the stock exchange by selling bonds.

4. CORPORATE BONDS:  this another avenue of raising capital that companies use instead of selling shares
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Student! Please do the following:

i. Compare and contrast between shares and debentures

ii. State and explain four types of debentures.

.
                              DIFFERENCES BETWEEN SHARES AND DEBENTURES

	SHARES
	DEBENTURS

	1   Shares are part of the Company’s Share Capital
	1   A Debenture is a loan to the Company

	2   A Shareholder gets dividends
	2 Debenture holders get interest for the amount of the Debenture

	3   A Shareholder is a member of the company
	3   A Debenture holder is only a creditor of the company

	4   The rate of dividend received by a Shareholder varies according to the profit earned by the company (Ordinary Shareholders)
	4   Interest on debentures is definite and at a fixed rate

	5   A Shareholder is entitled to vote and can participate in the management of the business as Director.
	5   A Debenture holder can not vote or participate in management.

	6   The Share amount is not refunded except in the case of Redeemable Preference Shares or on winding up.
	6   The Debenture amount may be refunded after a fixed period.

	7   On winding up of the company, shareholders  are paid after all creditors have been paid
	7   Debentures as creditors of the company have first priority in getting their share upon the winding up of the company.


behaviour of a company’s directors has been questioned.
9.4 FUNCTION OF THE JOBERS AND BROKERS AT THE STOCK EXCHANGE
The members of the Stock Exchange, who have to pay substantial membership fees and annual subscriptions, are divided into two groups, Stock brokers and stock jobbers.

STOCK BROKERS: These are agents of the investing public. They act on behalf of the investors and must follow their investor’s instructions. If you want to buy or sell shares on the Stock Exchange you must get a broker to act for you, and you will have to pay him a commission called brokerage according to the pre-determined scale. In practice stockbrokers may be more than agents: They are usually ready to advise their principal (client) of what action to take. The stock brokers are in close contact with the market and may be aware of important changes and are able to inform their clients. Due to their important role  at the stock exchange, brokers assume the role of Investment Consultants. They may also buy and sell shares on their own account.

STOCK JOBBERS: Stock jobbers do not deal with the general public but operate on their own behalf. Their  aim is to make profit called the jobber’s turn by buying shares at a low price and selling at a high price. Jobbers are similar to wholesalers in that they hold various quantities of shares that they are willing to sell to brokers. They normally specialise in a fairly narrow range of securities in which they have developed a detailed knowledge of them.

9.5 TYPES SPECULATORS ON THE STOCK EXCHANGE

By speculation we mean the practice of trying to make quick profits by anticipating changes in the prices of shares. There are three ways in which this can be done. The folloing are the speculators found at the stock exchange:
Bulls: If a share is priced at K1000 today and you have reasons to think that by next week it will be worth K1,200, you could buy 10 000 shares today for K1 000 and if your speculation is correct, sell them next week for K1 200, making a profit of K2500. People who speculate in this way expecting a rise in price are referred to as bulls. They may buy shares even if they have no money, ho0ping to pay at the end to the account out of the proceeds of the sale. Bulls are very optimistic, in that they always think positively.

Bears: On the other hand if you buy 1000 shares priced at 50n today and you think they will be worth 40n next week, you could sell them today for K500 and if your speculation is correct, buy them back a week later at K400 next week. Leaving yourself with a profit of K100. Speculators of this kind are called bears

Stags:  these are people who are specialised in buying shares in the  new companies hoping that the price of those new shares will go up so that they could sell the and make profit
9.6 THE LUSAKA STOCK EXCHANGE

The Lusaka Stock Exchange (LuSE) was established on 16th December 1993 in Lusaka, Zambia. The financing for the initial operation of the LuSE was provided by the International Finance Corporation (IFC) and the United Nations Development Program (UNDP). The Lusaka stock exchange Ltd was incorporated as a private, non- profit company owned by members of the LuSE with each member having a single share. The LuSE officially opened for business on 21st February 1994. Its operating building on Cairo road. It occupied that premise from April 1995 to may 2001, it moved to its present offices on third floor of farmers’ house at central park which is also Lusaka’s Cairo road.
LuSE is a dual market meaning that it can be used both as a primary market and secondary market for transactions. LuSE is also a two tier market that it has listed companies and quoted companies. The listed tier is composed of those companies that have met the LuSE listing requirements, have had their listings approved by the LuSE listing committee, the LuSE Board the and the securities exchange commission (SEC). The quoted companies are logically, therefore, those companies that have not met the LuSE requirements for listing. They are generally smaller than listed companies and/or are the companies that have more than 50 shareholders- which legally obligated them to be quoted- but less than 300 shareholders required for a full listing. It be noted that listed companies are generally large, well established companies or those that have had highly successful operating histories.
Reasons and Objectives the Foundation of the LuSE

Upon foundation, the objectives of the LuSE were to:

1. Provide a source of interest free, long term capital for existing and new companies, there fore, encouraging investment and growth of industry and commerce.
2. Encourage the international community to invest in Zambia business and industry thus increasing substantially the pot of money available to business

3. Provide an opportunity for the Zambian people to share in the success of private parastatal companies

4. Facilitate the privatization of state owned enterprise as part of economic reforms to liberalize the Zambian economy, promote private sector initiative and create a free market economic system

5. Promote wealth creation through wide ownership of shares by Zambian citizens

6. Provide an efficient orderly and transparent market for the secondary trading of shares and other marketable securities.

Ownership of LuSE

LuSE is a private, non-profit making organization owned by its by its members. These members are the licensed dealers and stockbrokers. Dealers are market practitioners who are able to transact in LuSE instruments from their own account, while stockbrokers are market players that are licensed to act as an intermediaries between buyers and sellers in transactions involving instruments that are traded on the LuSE. To become a member of the LuSE, a firm must meet the Securities and Exchange Commission (SEC) Zambia’s capital requirements as well as pay an initial membership fee.

The Security Act (1993) states that the buying and selling of shares should be done through a licensed broker. The person must be licensed by the Security and Exchange Commission. The regulation of the market is done by the Securities and Exchange Commission of Zambia (SEC). The SEC Zambia is the regulatory authority for all activities in the primary market offerings or secondary market trading of securities. It is responsible for ensuring that all players in the market comply with existing securities legislation thus ensuring investor protection and the orderly of business in the public securities market. It is guided in it is guided in its operations by the Securities Act (No.38) of the 1993.
Because trading in GRZ bounds also takes place on the LuSE, the Bank of Zambia is the primary issuer of GRZ bonds and such, is obligated to supervise how those bonds move in the market place as the duty of redeeming the bonds when their term expires ultimately rests with it
UNIT SUMMARY
This unit we have define a stock exchange and explained how a stock exchange is organised. We have also identified dealers found at the stock exchange. In this unit the reasons for the formation of the stock exchange have been fully explained. Finally, this unit has stated and explain types of securities sold at the stock exchange.
EXAMINATION TYOE QUESTIONS

1. State and explain the reasons for the formation of the stock exchange.

2. What is a share
3. What is a debenture

4. What is the difference between a jobber and broker at the stock exchange 


                                         INTERNATIONAL TRADE
We are now living in a global village where it has become inevitable for countries to exchange goods and services through trade. As you may be aware, it is possible for a country to produce all the goods and services that its citizens want and need. This is the more reason why this unit will endeavour to fully discuss international trade. You will it find interesting to learn what takes place in foreign trade. Please find enough time to complete studding this unit. In this unit you will also learn about the modalities, benefits and problems of international trade you will also learn about documents and methods of payments used in international trade. Balance of trade and balance of payments will be explained in this unit
At the of this unit we are expecting that you will be able to:

· Explain foreign trade
· State the importance of foreign trade

· Identify barriers in foreign trade and explain how to overcome them

· State and explain documents used in foreign trade
· Define the terms balance of trade and balance of payments
· Identify various means of payments used in foreign trade

· State and explain the functions of the customs authority (ZRA)
10.1 DEFINTION OF INTERNATIONAL TRADE
International trade is trade that takes place between two or more countries. It can take place between two individuals or two organisations based in different countries or even between two governments. It involves the physical movement of goods and services from one country to another. International trade consist of import trade and export trade. Import trade is the buying of goods from someone outside the country. Goods entering the country from another country or customs area are called imports. Export trade is the selling of goods to someone outside the country. Goods sold outside the country are called export 
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10.2 REASONS FOR FOREIGN TRADE TO A COUNTRY.

International trade takes place because of a number of reasons , and the following are some of them:
· No country is able to be self-sufficient i.e. to produce all the goods and ervices that its people require. Different countries are endowed differently with natural resources so countries have to import what they cannot produce. For example, due to difference in physical conditions not all countries posses such resources like oil, minerals, and other raw materials in equal amounts. A country that does not have one thing or the other has to import it from other countries.
· Foreign trade enables goods to be obtained at different seasons. Unless expensive irrigation is used, production of agricultural produce normally takes place during the rainy season. For a number of reasons, various parts of the world experience different climatic conditions at different times of the year. For example, when it is winter in the northern hemisphere, it is summer in the south. During the dry season, fresh vegetables would have to be imported from other countries who are having rain.
· Through international trade, consumers are given a wider range of goods from which to choose. This is true because when a consumer gets into a local supermarket there are both locally manufactured and imported goods on th shelves. If there was no foreign trade the consumer would find only local products on the shelves. 

· Goods may be imported because they can be produced more cheaply elsewhere. In Zambia for example Copper can be produced cheaply with available labour and without going so deep in the earths crust. Elsewhere for example in some European countries where traces of copper are said to be, they have to sink their shaft so deep in the earths crust to produce the little copper available. This makes copper mining very expensive, therefore, they may have to import copper from Zambia because it is cheaply produced and readily available. 

· Exports are vital to pay for imports. The money which a country earns by selling goods and services abroad is required to pay for the goods which have to be brought in from outside.
· A country exports in order to earn foreign exchange or income which is used to finance development projects like building of roads, schools, hospitals, recreation centres and the like within the country.
· International trade may bring good relations between countries. Countries may export for political reasons so that they appear as a trusted ally and worthwhile friend to the importing country. A country that relies on another for the supply of one good or the other would always want to maintain good relationship with that country and would come to its aid if attached by the enemy country.
· A country may export to get rid of surplus. If a country produces more than it can locally consume it can export the surplus or excess to other countries where additional markets exist.
· International trade provides employment. If a country produces a certain good and sells it abroad, the larger export market calls for increased production level, which would result in employing more people in order to produce more.A country may require technology through international trade. For example if Zambia imports machinery from Germany, at first technicians would have to accompany the machines, install them and then train Zambian technicians who would take over the operation of the machinery. In this way trade leads to the transfer of technology.
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Student! If today you decided to engage in the business of buying from ,and selling goods, to  other countries, what are some of the obstaclesthat you are likely to face. Suggest how you can overcome them 
10.3 PROBLEMS FACED BY TRADERS IN INTERNATIONAL TRADE
Exporters find it more difficult to sell their goods in foreign markets than in their own country because of a variety of problems some of which are listed below.

· The difficulty of obtaining information on foreign markets. To be able to trade successfully with a foreign country there is need to gather sufficient information about safety standards, weights and measures, import regulations, rules and regulations applying to the use and procurement of a particular good etc. This can be a very difficult thing to do especially because of differences in language between countries. One way of tackling this problem is to engage specialised foreign-based firms/agents or send market research team abroad all of which cost money.
· The difficulty of communication, caused by language difference. Because of language differences there can be communication breakdown. As a result, trade documents such as advertising materials, information leaflets, invoices, receipts and labels have to be translated into foreign languages, usually at additional costs.
· Additional transport problem due to longer distances. Arranging transport is expensive and time consuming. In addition, transhipments are often inevitable, leading to increased handling of goods on transit and higher risks of loss due to theft and damage. The goods would also require extra packaging to protect them from adverse weather conditions on such long journeys.
· The problem of delay in payment due to political factors and exchange control regulations. Some countries operate exchange control regulations, which make it difficult to obtain foreign currency to pay for import. In addition, exporting to politically unstable countries can be particularly risky. Any change in government may, for example, result in change in law which in turn make it difficult for exporters to obtain payment for goods supplied abroad (before such changes) Exporters might be forced to wait for several months if not years before receiving payment.
· The problem of payment since different currencies is involved. Money obtained from export has to be exchanged at rated that may vary from time to time. If the exchange rate changes between the date the deal was agreed and the date of payment, exporters may gain or lose as a result of unstable exchange rates. Commission also have to be paid to financial institutions when exchanging money, and this is an additional cost to exporters.
· The problem of trade barriers either in the form of customs duties, quotas or total ban. Most countries chare an import tax called customs duty on goods entering their country. The duty makes it difficult for the importer to compete with home made goods. It makes the import more expensive than homemade goods. Sometimes the importation of certain goods may be completely banned or a quota (limit) placed on the quantity allowed into the country per year.
· Difference in units of measurements. The methods used for used for measuring such things as distance, length and weight vary between different countries. For example, whereas the metric system of metres and kilograms is used in Zambia, in Britain the imperial system of yards and pounds is still widely used. Such differences make it more difficult for exporters to fix prices for their goods.
· The other problem is that of increased insurance cost due to higher risks. Foreign trade involves more risks. When goods are sent to far away destinations, by sea for example, the transit time is longer, they require special packing and face more risks of either theft or damage. This means higher insurance premium for exporters.
10.4 DOCUMENTS USED IN FOREIGN TRADE

Foreign trade is more complicated than home trade. So there is need for documents to provide a written record so that the parties involved can keep track of the transactions as well as the goods. Documentation also provides evidence of each transaction. The main documents used in foreign trade are:

THE BILL OF LADING

This is a document used when goods are sent by sea. Three copies are made. The original is sent to the importer, one copy given to exporter and another copy is retained by the ship’s captain. The following are the details found on the bill of lading:

· Full details of the goods on board the ship including the marking on cases

· The name of the ship carrying the goods

· The port of loading and destination

· The Conditions of the goods

· The signature of the captain.

Importance of the bill of lading 

· It is a receipt for the goods shipped. The exporter retains a copy which he/she uses as a receipt
· It is a contract for the carriage of goods. By signing and keeping a copy the ship’s captain has signed a contract to carry the goods to its destination in return for a freight payment by the exporter. 

· It is a proof that goods have been received on board the ship.
· It is a document of title, for this reason, a person can claim possession of the goods on presentation of the bill of lading.
· It is a quasi-negotiable, meaning it is transferable by endorsement. This allows goods to be bought and sold whilst still at sea. What this means is that the importer can look for market and dispose off the goods even if they have not yet arrived.
· It indicates the conditions of goods discharged. It can be a clean bill if goods are in good condition or dirty bill if some goods are damaged. (When receiving goods on board the ship captain inspects them and signs accordingly)
AN INDENT

This is an instruction to an agent to order goods from abroad on behalf of the principal. It is not an order for goods but a letter asking the agent to order goods. The pieces of information contained in the indent are:

· A description of goods to be ordered

· The quantity of goods required

· The price at which the goods are offered

· The delivery instruction i.e. the place and address to which the goods should be delivered

· The urgency with which the goods are required

· The terms of payment, whether there is credit and or discount

TYPES OF INDENTS

There are two types of indents as shown bellow:

Open Indent: An open indent is one where the importer does not specify the supplier, and therefore it is up to the agent to find a suitable supplier with whom to place the order
Closed Indent: A closed indent is one in which the importer has specified the supplier from whom the agent should order the goods.
CERTIFICATE OF INSURANCE

Before goods are sent to the importer, they must be insured against various risks and a certificate of insurance is issued. This may simply be an insurance policy or just a cover note. It should always be enclosed with the goods. It is important because no transporting company would accept to handle and transport goods are not been insured. They always fear to face the risk of having to pay for goods in case something goes wrong to the goods while in their custody or in transit. 

CERTIFICATE OF ORIGIN

This is a document, which shows the origin or country where the goods are made. It is prepared by the producer and certified or signed by the representatives ( consul or embassy) of the importing country who residents in the exporting country. Some countries have mutual agreements to charge less or no customs duties on goods produced in and imported from one to another. To enable the customs authorities to know exactly the country of origin of the goods that are coming into the country.

CONSULAR INVOICE

When goods are imported into a country, customs duties may be levied on them, based on the price of goods as shown on the consular invoice. Dishonest traders may reduce the amount of duty payable by falsifying the price on the invoice. To prevent this from happening, many countries require their trade missions in the exporting countries to certify all the invoices of goods coming from those countries. A consular invoice is a normal or ordinary invoice but which has the signature of the consulate or trade attaché in the country of origin. This also prevents the importation of prohibited goods in addition to certifying that the price on the invoice is correct. 

THE CHARTER PARTY

A charter party is a contract made between a ship owner and a businessman or woman for the use of a ship for the transportation of cargo. It is used when hiring a ship for transporting goods. It is commonly signed in the Baltic Exchange in London where representatives of both ship owners and businesses meet and hire out ships. 

The following are the two different ways of preparing a charter party:

Voyage charter, when hiring a ship for a particular trip or journey e.g. for transporting copper from Durban in South Africa to London in the U.K
Time charter:  when hiring a ship for a specific period of time, say six months, or two years and so on.
AIRWAY BILL

This is a document used when goods are sent by air. Three copies are made, one for the sender, one for the airline and the other for the consignee. It is similar to the bill of lading in many respects but the difference is that it is not a document of title and it is not a quasi-negotiable.

CONSIGNMENT NOTE

This is a document used when sending goods by hired transport. It is a request and instruction to the carrier to accept and deliver a certain consignment to the consignee. It is made out in triplicate. The driver will sign one copy and give it to the sender who will keep it as his/her receipt.

It contains the following details:

· address and name of the consignee

·  Description of the goods; the quantity of the goods or number of packages

· Statement of who is responsible for any possible damage to the goods and freight charges. 

The consignment note is sent together with the goods and the consignee signs on it to acknowledge receipt of them when the goods arrive. The carrier will then produce signed copy when claiming the freight charges.

THE DELIVERY NOTE

This is used when goods are sent by the supplier’s own truck. It gives detailed description and quantity of the goods and states the number of packages. The truck driver obtains a signature of the consignee on delivery of the goods and keeps a copy as proof of delivery. The customer can check the items delivered against this note so that any errors can be quickly spotted. This is particularly important when orders are delivered in parts.

ADVICE NOTE

The advice note is sent to advise the buyer that the goods ordered have been despatched. It is usually sent ahead of the goods. It specifies the method of transport used, date of despatch, quantity and description of the goods. If the goods do not arrive within a reasonable period of time the buyer should advise the seller. The advice note usually shows what is on the invoice, it provides an opportunity for the buyer to spot any mistakes, which can be corrected quickly or in advance, and to prepare the necessary space for the goods wbefore they arrive.

SHIPPING NOTE

This document is sent to the Port Authorities when goods are delivered to the docks. It gives details of the goods including handling instructions, name of ship to be ued and port of destination. When signed by the port authorities it acts as a dock receipt, so the consignor can use it as proof that the port authorities have accepted the goods
10.5 CUSTOMS AND EXCISE AUTHORITY 

In Zambia the Department of Customs and Excise authority under the supervision of the Zambia Revenue Authority which performs the following functions:

KEEPING STATISTICAL RECORDS OF EXPORT AND IMPORTS: The customs authorities keep a record of goods entering and those leaving the country. This is important because it helps the country to fid out what goods they export, how much they export, which countries they export to, and the value of exports. It also helps them to establish what goods they import, from where they import, and the value of these imports. These statistics are important for the following reasons:

· Calculation of the balance of trade and balance of payment can be calculated

· The government may use it to determine the needs of the people at home

· The government is able to design and assess the effects of its trade policies

· The government can use it to evaluate the effectiveness of their tax collection mechanism

COLLECTING REVENUE: The Customs and Excise Department collects customs and excise duties. Excise duties are taxes levied on homemade goods, while customs duties are levied on imports.

 What do you think are the reason why duty is collected?.

· To raise revenue or income for the country

· To protects home industries, by making imports more expensive

· Helps to improve the balance of payment position of the country by restricting imports

 CONTROLLING BONDED WAREHOUSES: These are warehouses used for the storage of dutiable goods on which duty has not yet been paid. They are under control of the customs and excise authorities. They may be owned by the government or by private owners who have given their bond or agreement not to release goods without customs duties being paid on them. 
Dutiable goods are goods on which duties have to be paid while duty free goods are those which can be imported without paying duty. The decision to charge duties on goods is made by the government through the Ministry of Finance. This announcement is contained in what is popularly known as the budget speech made annually in the first session of National Assembly. Such information as to which goods are duty free or exempted from duty can be obtained on request from Zambia Revenue Authority.

SUPERVISING THE MOVEMENT OF GOODS: The customs department keep an eye of goods moving across the country’s boarder. This helps to prevent the smuggling of prohibited goods that are either a threat to national security like arms and ammunitions or a danger to public health e.g. drugs such as cocaine, “dagga”, mandrax etc. It also prevents the evasion of duties.

ENFORCING QUOTAS: A quota is a limit or amount of goods allowed to be imported in a given year. The government may put a limit on the importation of some goods and customs authorities enforce such quotas. Quotas are normally imposed in order to restrict the importation of a particular commodity in order to improve the balance of payment position of the country and possibly to protect local industries against unfair competition from foreign goods. Lack of protection could easily lead to the collapse of local industries.

PUBLIC HEALTH: The importation of certain goods may pose a danger to public health. For example, the importation of pork infected with desease could risk the lives of people. The customs authorities ensure that all imported animals are accompanied by the correct documents of vaccination.

10.6 METHODS OF PAYMENTS IN INTERNATIONAL TRADE

One of the problems facing importers and exporters is that of payments. Because of long distance there could be delays of perhaps several weeks between the dispatch and the arrival of goods. So you find that an importer usually wants to be sure of receiving the goods before parting with his/her money and the exporter wants to be sure of receiving the payment before sending the goods to the importer. Owing to these difficulties, many methods of payments have been developed to try and address them. The following are some of the methods of payment used in foreign trade:
LETTER OF CREDIT OR DOCUMENTARY CREDIT

This is a facility in foreign trade to pay for imports. The importer requests his own bank to send a letter of credit in his favour to the exporter’s bank. For the bank to do this the importer first banks the money into his bank. The importer’s bank then issues a letter of credit in favour of the exporter. In the letter of credit the importer’s bank promises to pay the exporter provided he produces the relevant documents proving that the goods have been shipped. The exporter must then ship the goods and produce a bill of lading as well as the certificate of insurance and the invoice before the importer’s bank can send the payment. When the exporter provides the necessary documents showing that the goods have been shipped, he is paid immediately by the importer’s bank. The documents are then given to the importer so that he can claim the goods when they arrive.

BANKERS DRAFT

This is an equivalence of a banker’s own cheque. It is drawn by the bank on itself (certified cheque) the customer buys the draft in foreign currency and sends it in payment for the imports. The exporter has more confidence in receiving payment by banker’s draft because the bank guarantees it.

CABLE TRANSFER

 This involves the transfer of funds electronically between banks. The importer pays the money in his/her own local bank and then instructs the bank to transfer the money direct in to the bank account of the exporter. Usually in cable transfers no money is physically transferred but only book transfers take place. Settlement between the banks takes place later when a number of such payments are ‘set off’ against each other (where these payments occur in both directions). This method is extremely quick and is especially useful where urgent payments need to be made.

BALANCE OF TRADE AND PAYMENTS
The balance of trade is the difference between the amounts of a country earns from exporting (visible exports) goods and what it spends on importing (visile imports) goods. If imports exceed exports a country is said to have an unfavourable balance of trade. In such cases the government may have to take action to improve the trading position by either imposing quotas or customs duties to restrict import. In extreme cases a ban may be placed on the importation of some goods. The situation of excess import to export is most common in the case of the Zambian economy.
However, a country may have invisible items or services, which it sells abroad which may earn money to offset any unfavourable balance of trade. All countries aim at exporting more than they import so as to build a strong foreign exchange reserve, which they can rely on in times of difficulties like droughts, wars and floods.
BALANCE OF PAYMENT. The balance of payment is the difference between visible plus invisible exports, and visible plus invisible imports. Simply put, balance of payment is the difference between total export and total imports . 
The visible items: refer to trade in physical goods that we can touch, see, measure and or weigh. The invisible items: This refers to trade in services sold to foreign countries, which bring money into Zambia and those bought from foreign countries, which result in money leaving the country. Zambia for example to sell copper to Europe she has to use ships belonging to other countries and pay for their services. Also tourists who come to Zambia to see the country’s natural wonders like the Victoria Falls and other physical features that add beauty to this beautiful country have to pay for the services. So the country earns money if it sells services to other countries and it spend money if it uses other countries’ services

Hence, the balance of payment of Zambia summarises all payments made to other countries and payments received from other countries.
10.7 MIDDLEMEN IN INTERNATIONA TRADE

Foreign trade is not straightforward like home trade. For this reason there are firms which help make the necessary arrangements to make sure that export and import takes place smoothly. These firms are called middlemen in foreign trade and they include the following:

BROKERS: Brokers are agents who help traders carry out their transactions in return for a payment known as commission. They never handle the goods physically. Their work is only to bring the buyer and the seller face to face. They are paid a commission called brokerage, which is a percentage of the price of goods bought/sold through them. Brokers may help the principal to buy and or even sell goods. A broker may be an individual but they are normally firms with highly qualified staff.

FACTOR: Factors are also agents who are paid by commission. Their work differs slightly from that of brokers. They usually have possession of the principals goods i.e. they collect the goods from the seller and go to sell. They sell in their own names and may pledge goods and even give credit. Factors however, do not buy goods they only sell; on behalf of the principal. This means if you want to buy something you do not need to contact factors. Instead yon approach a broker because brokers do both. Factors can collect and forward the payments to the principal, less their commission.

FORWARDING AGENTS: These are agents who make arrangements for the transfer of exported goods. Their work includes; preparing documents, booking transport, obtaining insurance cover, packaging and storage of goods pending shipment. The exporter sends an advice not together with goods to the forwarding agents. After shipping the goods the forwarding agents send the documents and instructions to their representatives or agents abroad. When the goods arrive the representative will despatch them to the consignee, according to the instructions.

IMPROT MERCHANTS: These are actually traders. They buy goods from abroad in their own name and sell them locally at a profit.
10.8 TERMS USED IN INTERNATIONAL TRADE
The following are some of the terms used in international trade:

· Acceptance: any agreement to purchase goods at a stated price and terms.
· Ant- dumping : ways to protect local industries from surges of cheaper foreign goods.

· Add valorem: duty calculated according to value.

· Along side of a ship: goods to be delivered near the ship

· Arbitrage: the process of buying foreign exchange, stocks, bonds and other commodities in one market and immediately selling them in another market at a higher price.

· Balance of trade ( check the notes on foreign trade)

· Bill of lading: (check the notes on foreign trade)
· Bill of exchange( unconditional order in written from one person to the other to ask him to pay a specified amount of money at a specific date

· Cash against documents: payments made after transfer of documents

· Cost and freight (CFR): pricing term indicating that freight charges are included in the quoted price

· Cost insurance and freight: Pricing terms indicating that freight and insurance are included in the price quoted 
· Consular declaration: a formal statement made to the consul of a foreign country describing goods to be shipped.

· Correspondence bank: a domestic bank that handles the business of a foreign bank.

· Countervailing duty: duty charged to counter unfair subsidised goods.

· Dumping selling of goods in another country at the price below their cost of production and freight,

· Exchange rate : the price of one currency in relation to the other.

· Free on Board:  a pricing term indicating that the quoted price includes all expenses.

10.9 INTERNATIONAL TRADE ASSOCIATIONS
International trade has a number of challenges. I order to overcome these challanges, nations do come together and form international trade associations which are both regional and global. The following are some of the trade associations:
· World trade organisation (WTO): WTO was established to replace the GATT which hda three major objectives: to reduce trade barriers. Eliminate discrimination in foreign trade, and to prevent unilateral actions by nations to impose new trade barriers.
WTO has the following key principles:

i. Non discrimination in international trade
ii. Transparency in terms of trade policies
iii. Increase certainty about trade conditions
iv. Simplification and standardisation of cusoms procedure, r emove red tapes in order to simplify trade.
· WORLD BANK: 

The world bank was formally established on December 27, 1945 following the ratification of the Bretons woods agreement. The world bank’s activities are focused on the reduction of global poverty, achievements of the millennium development goals. The constituent parts of he world bank, the International bank for Recontruction and development (IBRD) and the International Development association (IDA) achieve their aims by the provision of low or no interest loans and grants to countries with little or no access to international credit markets.. 
The world bank sees the four key factors  necessary foe economic growth as:

i. Capacity building: strengthening governments

ii. Infrastructure creation: implementation of legal systems for the encouragement of business, the protection of people and property rights abd honouring of contracts
iii. Development of financial systems:  the establishment of strong financial systems capable of supporting  micro and macro credits.
iv. Combating corruption: Eradicating corruption to ensure optimal  effect of action 
10.10 THE INTERNATIONAL MONETARY FUNDS: 

The IMF is an international financial institution of 185 member countries .It originated from the Breton Woods conference of 1944. The IMF was established to;

· Promote international monetary cooperation ,exchange stability, and orderly exchange arrangements;

· Foster economic growth and high levels of employment; and

Provide temporary financial assistance to countries to help ease balance of payment adjustments.
Since the IMF was established its purposes have remained unchanged but its operations – which involve surveillance, financial assistance and technical assistance- have developed to meet the changing needs of its member countries in an evolving world economy.

    Purposes of the IMF
The purposes of the IMF are:

· To promote international monetary cooperation through permanent institution. It provides the machinery for consultation and collaboration on international monetary problems.

· To promote exchange stability, to maintain orderly exchange arrangements among members, and to avoid the competitive exchange depreciation.
· To assist in the establishment of international system of payments in respect of current transactions between members and in the elimination of foreign exchange restrictions which hamper the growth of world Trade.
· To give confidence to members by making the general resources of fund temporarily available to them under adequate safeguards, thus providing them with the opportunity to correct maladjustments in their balance of payments without resorting to measures destructive to national and international prosperity.

· To facilitate the expansion and balanced growth of international trade, and to contribute thereby to the promotion of high levels of employment and real income and to the development of the productive resources of all members as primary objectives of economic policy.
· In accordance with the above, to shortage the duration and lessen degree of disequilibrium in the international balances of payments of members.
The IMFs central task is to control fluctuations in exchange rates of world currencies in bid to alleviate severe balance of payment problems.

The IMF has undergone several reforms to date and its focus is shifting to lending towards development projects and trying to tackle poverty problems in poor countries of the world. The recent introduction of the Heavily Indebted Poor Countries-(HIPC) scheme, which seeks to cancel the debts of the very poor of poor countries, is a good example one can give in this respect.

Stundent! research on the operation of SADC, COMESA,EU
UNIT SUMMARY
In this unit we have explained foreign and stated the importance of foreign trade. We have also identify barriers that importer and exporters face in foreign trade and  explained how to overcome them. This unit has stated and explain documents, and identified various means of payments used in foreign trade. the functions of the customs authority (ZRA) have also been explained
EXAMINATION TYPE QUESTIONS
1. Why is international trade important for  country like Zambia?

2. Why do manufacturers find it more difficult to sell their products in the foreign market than in their own country?

3. For what reason are customs authorities required?

4. Distinguish between a broker and a factor in international trade.

5. In what respect does foreign trade differ form home trade?


                                                 AIDS TO TRADE

 INTRODUCTION

This unit introduces you to activities in commerce that makes the modern way of buying and selling of goods and services be done without difficulties. These activities play a significant role in overcoming barriers that could have been hindrances to trade. These activities are referred to as Aids to trade or commercial services.
Upon completing of this unit, you are expected to: 

· Define each and every aid to trade

· Explain the role that each and every aid to trade play in assisting traders involved in different types of businesses
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11 .1 DEFINITION OF AIDS TO TRADE
Trade or exchange of goods and services involves several difficulties, which are removed by activities known as aids to trade. Aids to trade are sometimes referred to a auxiliaries of trade. Aids to trade are all those activities, which directly or indirectly facilitates smooth  exchange of goods and services.
 BANKING

11.1.1 DEFINITION OF BANKING

 A Bank is a financial institution that collects surplus funds from the general public who may not have immediate use of it , lending it out at a fee (interest) to  institutions and individuals who may have immediate productive use of the same funds.
11.1 .2 TYPES OF FINANCIAL INSTITUTIONS
The following are the types of financial institutions:
· Central bank

· Commercial banks

· Development bank

· Building societies

11.1.3FUNCTIONS OF BANKING
· Provision of Finance – Commercial banks provide finance, either in form of loans or overdrafts to the business people. This is traditionally the most important function of commercial banks.
· Receive payment – Commercial banks help business people receive payments for goods sold or services provided. These transactions cut across the various transactions in both foreign and home trade. This takes the shape of documentary letters of credit and acceptance of cheques.
· Make payments – Commercial banks help business people make payments for supplies obtained. Both importers (in international trade) and retailers (in home trade). The use of payment facilities like direct debit (ZESCO), standing orders or credit transfers.
· Discounting bills – Commercial banks accept and discount bills of exchange. A bill of exchange is a means of payment used in both home and international trade. It is usually made for a future date either three months or more. Instead of waiting for its maturity, a trader may take the bill to the bank and money against less face value of the bill is given.
· Provision of Forex – Commercial banks provide foreign currencies to business people. This is normally done with the approval of the central bank if the amount needed is huge, however for small amounts this is done over the counter.
· Financial Advise – Commercial banks give business advice on a variety of business matters such as insurance, taxation, investment opportunities, and import and export information etc.
· Safe custody of money and valuables – Commercial banks provide a basic facility of looking after the customers’ money and important documents or valuables such as jewellery, title deeds of real estates, certificates, antiques etc.
· Other services – Commercial banks also provide other services. For example they can act as executors or trustees, provide cheque guarantee and ATM facilities with point of sale additional (POS)

provide because the high interest rates.

11.1.4 TYPES OF ACCOUNTS
Banks provide a safe place to keep your money. To keep your money in a bank or indeed to keep your valuables, one needs to have a bank account of which there are many types.

DEPOSIT ACCOUNT

This is a type of account, which is suitable for keeping temporary liquid capital, or money, which one does not want to use immediately. A high interest is paid by the bank on this account depending on the amount deposited and the duration. To Withdrawal money you need to give the bank seven days notice. No ledger fees are payable and no cheque books are issued. To withdraw money you complete a withdrawal slip. It a businessman has some money, which he does not want to use immediately, he can keep it in deposit account and earn interest on it.

FIXED DEPOSTI ACCOUNT

This is a deposit account with a fixed investment period for balances.The customer deposits a certain amount on money for a period ranging from three to twelve months and is not expected to withdraw it until the expiry of the period. 
Features of fixed deposit accounts.

· Money is deposited for a fixed period of time
· Interest rates are fixed for the period of deposit. So even if interest rate changes during the period of deposit the customer earns the interest at the rate going at the time of the deposit.
Advantages of fixed deposit account

· It offers a predetermined return on deposit and safe guards deposits from any drop in levels of interest rates. This means the customer knows in advance what they are going to earn at the end of the period.

· It enables depositors to select a period suitable to their needs and match available funds to terms and rates offered.

· Customers enjoy high interest rates. Fixed deposit account offers very high interest rates possibly because the bank has a free hand in lending out the money knowing that the depositor is not going to come to demand his money before the end of the period.
SAVINGS ACCOUNT
This type of account provides a safe place for people to keep their money until they need it. It is intended for small savers with regular incomes but who do not qualify for a current account.To open a saving account, you have to fill in an application form giving your name, address, occupation, and identity card or passport.You are then  going to be given an account number or your  bank account.

To deposit money into a saving account you need to complete a deposit slip and anyone can deposit money in your account but you are the only one who can withdrawal.
Features of a savings account 
· It has low opening and low minimum balances to maintain the account
· Interest is paid on this account and no ledger fees are charged.
· The account holder is not given a chequebook. Withdrawals of money from this account are by filling in a withdrawal slip.
Advantages of a Savings Account

· It allows customers to maintain an account without investing beyond their means.
· Customers have easy access to their money.
· It is flexible and cash can be obtained countrywide.
· Withdrawals can be made at ATM and customers can purchase goods and services from merchants with POS terminal, in the case of some banks.

CURRENT ACCOUNT

This is a non-interest bearing account, which provides customers with chequebooks and cash cards for easy deposit and withdrawal. It is available for members of the public especially businessmen and women.

Features of the current account

· Chequebooks are issued to the account holders for withdrawal and payments. If the account holder would like to withdraw money from his account, all he does is draw a cheque and cash it at the bank. To pay some other person or to buy something you just draw a cheque in the name for the person or business giving the goods or service.
· Although this account does not attract interest some banks offer interest on fulfilling certain conditions.
· Account holders pay ledger fees.
· This account is entitled to a statement of account at regular intervals.
· Current account holders are eligible for another bank services such as credit transfers, standing orders, direct debit and overdrafts.

Advantages of a Current Account

· It provides the account holder with immediate access to cash that is money can be withdrawn anytime without restrictions as long as the bank is open. This enables account holders to make regular receipts and regular payments.
· Full banking services are available to the customers to get facilities like overdraft, standing order, direct debit and credit transfer.
· It allows personal customers to make cash withdrawals or deposit using cheques, ATM and also use their ATM cards to buy goods and services from merchants using POS terminals.
· Automatic payment without writing cheques are possible by arrangement facilities like standing order, direct debit and credit transfers.
· Customers are kept up to date with their finances through regular bank statements as will as from mini statements available at ATM.
· Customers can withdraw cash countrywide from ATM or other bank branches round the country.
11.1.5 METHODS OF PAYENTS USED MADE THROUGH THE BANK
CHEQUES
 A cheque is an order to the bank to pay a stated sum to the bearer of the cheque or a  person whose name is written on the cheque. At the time commerce was just developing cheques were written as letters from a customer to their bank or goldsmith, telling him to transfer money. Today with the advancement of commerce and technology, cheques are pre-printed by the bank and issued by the bank to the customers who fills it in and issue it for payment.

PARTIES TO THE CHEQUE

These are people or institutions that take part in the processing and clearing of the cheque. There are basically three parties to the cheque and these are:

Drawer

This is a person or institution( account holder) that prepares and issues the cheque. Often times, the name the drawer is printed beneath the box in which the figures are written. 

Whatever the case the position of the name does not matter, what matters is the fact that the name should be on the cheque.

Drawee

This the bank upon where  person or institution preparing the cheque ha an account. Normally the cheques will bear the name, branch and any other details relating to the address of the bank drawer’s bank..

Payee 

This is the name of the person to whom money written on the cheque is to be paid upon the presentation of the cheque at the bank. This name must be written on the top line of the cheque.
If it is an open cheque,  money is given over the account, but if it’s a crossed cheque then the payee deposits such a cheque in his or her account and wait for it to be cleared,.
TYPES OF CHEQUES
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Student! How many types o cheques do you know?  list down the one you Know and then compare the following: 
Bearer Cheque: This is a cheque made payable to bearer i.e. to anybody who is to present it to the bank. It is not a safe means of payment since anyone who presents it to the bank would be paid.

Order Cheque :This is a cheque made payable only to a  person named on the cheque. It is safer than a bearer cheque .The bank checks the identity before making payments. The named person can transfer to another person by endorsing or signing at the back of the cheque. It is good for paying someone who has a bank account.

Open Cheque: this is a cheque that can be cashed over the counter by any one who presents for payment and it has no parallel lines drawn across its face. Anybody that comes across this type of a cheque can cash it over the counter. From its definition, we can see that it is not safe to write such cheques, but it may be necessary if you wish to pay someone who does not have a bank account.
Crossed Cheque: This cheque which has two parallel lines drawn across its face. Crossing a cheque refers to drawing two parallel lines down the face of the cheque. The purpose of crossing the cheque is to ensure that it is deposited into a bank account and not cashed across the counter. There are two ways of crossing cheques namely, general crossing and special crossing.

Dishonoured Cheque: A cheque is an order to the bank to pay a certain amount of money to a named Peron or his order. It is an order because the money involved belongs to the account holder who is instructing the bank to make the payment. He or she does not have to beg the bank. The bank is only a custodian, looking after the money. But sometimes the bank might refuse to obey the order to pay. The refusal by the bank to obey the order is what is called dishonouring the acceptance of the cheque. Instead the bank teller would write RD, meaning, “refer to drawer”, on the face of the cheque and return it to the payee. Such a cheque is known as a dishonoured cheque although it is common for people to say the cheque has “bounced”

REASONS FOR DISHOUNORING A CHEQUE

A cheque might be dishonoured for any of the following reasons:

· The drawer does not have enough money in his/her account
· The signature on the cheque differs from the specimen given to the bank
· The amount in words differ from that in figures
· It is post-dated i.e. bears a future date
· It has expired by not having been presented for more than six months – Stale cheque
· The drawer has made a stop order
· The cheque has been altered and the drawer has not counter signed against the alteration
· The drawer has already closed the account
· The bank has been notified of the death, insanity or bankruptcy of the drawer
· The cheque has some errors e.g. the date is not written or it not signed etc.

TYPES OF CHEQUE CROSSINGS

The following are the types of cheque crossing

General Crossing :A cheque is said to be generally crossed if two parallel lines are drawn across its face. The phrase “Account payee only” or “And Company” or “Not negotiable” may be added in between the parallel lines. The effect of general crossing is that the cheque can only be deposited or paid into a bank account and not exchanged for cash across the counter. This provides a security feature, in case the cheque is stolen the time given for the cheque to clear, gives enough time for the drawer to make a stop order.

Special Crossing :Special crossing also involves drawing two parallel lines on the face of a cheque. The name of the payee’s branch is written in between the lines. This means that the cheque can only be paid into an account at that branch named in the crossing. This specification the bank makes it easy for tracing the cheque in case of it being lost.
Credit Transfer: This is a facility provided to current account holders for making regular payments directly into the payee’s account. It can be used for making both single and multiple payments to large numbers of people. E.g. a company can use it for paying workers’ salaries or dividedness to shareholders. It is available to business customers, companies, parastatals, and both local and central government entities handling larges salary payments which result into writing many cheques or carrying a lot of cash around for paying wages. The customer fills a form at the bank stating the payee’s name bank and branch, account number and amount to be paid for each payee and pays the total by one cheque to the bank. The bank then transfers the amount to the payees account as instructed, usually electronically.
· Standing Orders: This is a facility used when making regular payments of fixed amounts such as rentals, hire purchase instalments, insurance premium, club subscriptions etc. The account holder provides the bank with a written order to regularly debit money from his/her account and pays it to the payee’s account. He/she states the name of payee, account number, bank/branch, date of payment and amount to be paid. The bank simply transfers the required amount from the customer’s account to the account of the payee as the date falls due. The bank will continue making such a payment (as long as there is sufficient funds in the customers account) until the expiry of the period or until it is stopped by the customer in writing. It is for this reason that this facility is also known as stop order. The bank for these service charges a small fee or commission. The importance of standing order is that the bank will not forget to make such important regular payments on your behalf, and you do not need to remember to make the payment every month.
· Direct Debit : This facility is also used for making regular payments but only when the amounts are to be paid varies and is to be made at regular intervals. It may be used for example, when paying electricity, water and telephone bills. A business may also use it to pay for supplies obtained on a regular basis. The current account holder authorises his bank to pay as soon as the creditor asks for payment. He then informs his creditor to submit a copy of the bills to his banker for payment. Upon receipt of the bill, the bank would immediately effect the payment
· Night Safe facilities: Businesses such as hotels, bars and nightclubs operate late in the night, after the banks have closed. As a result they face the risk of keeping the cash in the shop overnight. The night safe facility helps them overcome this problem. The bank provides the trader with a wallet into which he/she securely locks the cash taken during the night. He/she then goes and drops it into the night safe through a metal slot or hole in the outside wall of the bank. (The trader may complete a deposit slip if he/she wishes to have the money deposited in the account.) On the next working day, bank clerks open the wallet and deposit the money into the traders’ account or the trader can recollect them from the bank if he/she so wishes.
· Travellers Cheque: This is the most suitable way of carrying money when going out of the country. The traveller’s cheques are bought by or issued to the traveller in local or foreign currency. The traveller signs it in the presence of the issuing bank official. Traveller’s cheques can be exchanged for cash when they are signed again in the presence of another bank official in the foreign country. They are safer to carry than cash, as they are valueless until countersigned by the person to whom they were issued. Traveller’s cheques can be used to buy goods and services. While he is away a traveller can approach any shop or his hotel, sign them a second time and receive value or cash for them. The shopkeeper or other persons whose goods/services have been bought with traveller’s cheques will simply deposit them into their own bank account, just like any other cheque.
· Credit Cards: A credit card is a card that enables the holder to buy goods and services on credit from certain businesses (which could be shops, hotels/restaurants, garages or petrol stations). Credit card companies such as Access, Barclays card, Premium card and VISA issue them. The credit card company enrols businesses that are prepared to accept its cards in payment for goods and services and also enrol people who want to use their credit cards. The credit card holder pays an annual fee for their cards and has a credit limit, which is the maximum they can have outstanding on their account.
· Cheque Guarantee Cards: This is a facility offered to approved current account holders. It is issued by the bank to assure the people or businesses selling goods to the cardholder that his/her cheque would not be dishonoured. By issuing it the bank undertakes to guarantee payment (of the customer’s cheque) up to a certain amount. This facility is necessary because many traders are reluctant to accept cheque payments. It is designed to give confidence to the trader and persuade them to accept such customers who have cheque guarantee cards to pay by cheque. The cardholder draws the cheque in the presence of the payee, quoting the cheque guarantee number at the back. It is a safe facility that protects traders from unscrupulous customers who might buy goods by dubious cheques. The added advantage is that a cheque that bears a cheque guarantee card number cannot be stopped, (so it will not bounce).
· Bank Statement: A bank statement is a record of all the transactions that have gone through an account. It is issued to the customer periodically e.g. monthly or on request so that he can check it against his/her own record. Customers having ATM cards can also obtain mini-statements from 
· Automatic Teller Machine – Cash Dispenser (ATM) These are machines from which account holder can withdraw money. They are situated outside the bank building and other convenient places. The customer can obtain money 24 hours a day. The customer is provided with a coded plastic cash card (ATM card) and a secret Personal Identification Number or PIN. To obtain money from his/her account the customer inserts the card into the machine and enters his/her PIN and the amount of money to be withdrawn. The machine then gives the money, provided there are sufficient funds in the account. More sophisticated machines can now accept deposits, transfer money from one account to another, issue mini-statements and even accepts orders for chequebooks or full statements.
11.1.6 METHOD OF FINANCE
The following are the methods of finance made available by commercial banks:

· Loans: A bank loan is a fixed sum of money borrowed by a customer for a specific purpose, usually for the purchase of a capital item. A business may for example, apply for a loan to purchase the building, equipment and machinery’ used in operation or to buy trucks used for delivering goods to customers and collecting raw materials from suppliers, When a customer is granted a loan a separate loan account is opened to which the customer makes regular payments. The sum borrowed is paid into the person’s account and interest is charged on the full amount of the loan. Loans are normally granted against a collateral security, preferable an immovable asset, which the bank would hold onto until the loan is repaid. This is to protect the bank from loss of money due to non-payment by borrowers.
· Overdraft: An overdraft is a facility that may be granted to a current account holder by arrangement with the bank. Under this agreement the account holder is allowed to draw more money from his/her account than the balance actually available. Interest is charged on actual amount overdrawn and as soon as it is repaid interest charges stop. It is a cheaper way of borrowing money. Overdrafts are usually granted to meet short-term financial needs such as paying insurance, water, telephone and electricity bills, wages, as will as buying stock. It can thus be said that overdrafts are usually granted for the day today running of the business. An exporting business may for example, take an overdraft to meet its short-term financial shortfalls which could be to pay insurance, customs duties, freight and or clearing and forwarding charges.
THE DIFFERENCE BETWEEN BANK LOAN AND OVERDRAFT

	Bank loan
	Bank Overdraft

	1   Usually used for the purchase of

     Capital items
	1   Used for short-term financial      

     Needs

	2   Collateral security is required
	2   Mostly does not require security

	3   Interest is charged on the full amt
	3   Interest charged on the amt over-

     Drawn

	4    Its an expensive way of borrow’g
	4   It’s a cheaper way of borrowing

	5   It’s a formal way of borrowing
	5   It’s an informal way of borrowing

	6   When granted a loan a/c is opened
	6   No separate a/c opened for repay-

     Ment

	7   Money deposited has no effect on 

     Loan
	7   Money deposited affects the

     amount of overdraft


                                                                                                                                                                                                                                                                                                                                                                                                                                                         11.1.7 THE CENTRAL BANK AND ITS FUNCTIONS
All countries, by means of international agreement have what is referred to as Central Bank. In the case of Zambia the Bank of Zambia is our Central bank established by an act of parliament. This bank is currently situated along Cairo Road South end, in Lusaka. The bank Governor and a board of directors run the Central bank. The Governor is appointed by the Republican President and ratified by Parliament. (Take note of the current bank governor). The Bank of Zambia, BOZ as it is commonly referred to, is the nation’s banker. Its main customers are the government and commercial banks. Normally, individuals, companies and businesses cannot open accounts with the central bank. 
The main functions of the central Bank of Zambia are:
· To make sure that there is monitory stability in Zambia
· To make sure that the domestic financial system works well
· To make sure that there is enough money available to pay for goods and services
· It’s the only institution that is allowed in Zambia to print notes and mint coins to be used as money for legal tender.
· The bank of Zambia is the financial institutional advisor to government on monitory issues.
· Regulates the operations of financial institutions in the country.
· Is the governments Bank
· Acts as the bankers bank
· Link between government and other international bilateral and multi lateral institutions.

FUNCTIONS OF THE CENTRAL BANK

To achieve the above roles, the Bank of Zambia has a wide range of important functions, which include
· Issuing bank notes and coins 

· The central bank is responsible for arranging the printing, minting, storing and circulation of all Kwacha notes and ngwees. These are stored in the bank’s vaults. Vaults are like large safes or strong rooms, which are guarded day and night. The central bank has several department.
· Keeping the Governments Account: The government has account at the Bank of Zambia from which payments are made and to which revenues are deposited. The Central bank looks after government money and maintains government account called the Exchequer account.
· Servicing the national debt: The government, just like individuals also borrows mone. The government can borrow from other countries, or from international financial institutions such as the World Bank, international Monitory Fund (IMF). It is the Central Bank that is supposed to manage these loans.
· Lender of last resort: The Central Bank may lend money to commercial banks as a last resort if they cannot get money from any other source. This may occur if for example, commercial banks lend part of their customer’s money to borrowers and they come to withdraw it but find that there is no money
· The banker’s bank :All commercial banks maintain a deposit account at the central bank. This makes it possible for the settlement of balances during cheque clearing. It is from the account that commercial banks can replenish their cash stock and pay debts owed to other banks.
· Supervision of the banking System: The bank of Zambia supervises the commercial banks and other deposit taking institutions, to make sure the banking system in Zambia is strong and customer’s money is safe. To get a bank licence from the BOZ, strict guidelines have to be met.
· Banker’s Clearinghouse: The central bank has a department responsible for helping in the clearing of the cheques, which move between the various commercial banks.
· Advisor to the government: The BOZ advises the government on monetary policy matters, such as inflation, taxation and exchange rates.
· Management of the country’s foreign exchange reserves: The BOZ controls the amount of foreign currencies that are made available for buying goods and services from other countries. This is called exchange control. Foreign currencies held by BOZ in accounts abroad are called foreign exchange reserves. The BOZ also makes sure that the value of the kwacha is reasonably stable against other countries.
INSURANCE

11.2.1 DEFINITION OF INSURANCE
Insurance is the means of spreading the cost of large losses over a number of those threatened by the same risk so that no individual bears huge losses alone in an event of a loss occurring. Insurance is the protection given against a risks that may or may not occur but the occurrence of which  will cause a financial loss. Every business is faced with risks. It could be the risk of loss or damage to property, vehicle, machinery and stock due to fire, burglary, flood or accident. It could be the risk of being sued for claims by members of the public, its customers or even by its own employees, resulting from its own negligence. Such events may cause huge losses which may result in the closure of the business. However, insurance gives protection for a relatively small premium and enables a firm or individual to reduce the risk of loss and obtain compensation if a risk occurs.

As noticed from the definitions above, insurance comes into commerce because of the many risks that businessmen may encounter. Examples of such risks are, fire , accidents, theft and burglary, floods, etc.

11.2.2 FUNCTIONS OF INSURANCE 

· Insurance enables the businessman to arrange to be compensated or indemnified in case of a loss resulting from the occurrence of a risk. For example an unfortunate event such as a factory fire, might force a company into bankruptcy and even closure, but insurance helps the company to overcome it. In this way it provides not only security against loss but also peace of mind to the businessman or woman.
· Insurance provides business people with the confidence to continue trading. Many of the goods we buy are produced in various parts of the world and transported across the world in large consignments. Traders could not afford to take the risk of sending these goods without insurance. In this way insurance plays a major role in improving the standard of living of the community.
· Insurance is an invisible export that brings income to the country and help to improve the country’s balance of payment position.
· Life assurance provides a saving plan and also benefits the dependants of the assured. It is one way of ensuring that surviving family members are taken care of. The death of the bread winner may cause severe suffering to the dependants left behind, But by taking a whole life policy, for example, one can guarantee a sum of money to him/her dependants when one dies.
· For a businessman who is involved in international trade, relevant insurance documents may be necessary when using documentary credits to obtain payments.
· Insurance provides companies with the opportunity to pool up risks and for a fairly low monthly annual premium, reduce the risk of financial loss.
· A large proportion of the nation’s savings is invested through insurance companies, in a wide range of business enterprises. Insurance companies work as institutional investors so they lend money to businesses and in this way they make an important contribution to the economic life of the country.
· Insurance also helps individuals to overcome misfortunes like the theft or damage of a property by fire, flood, accident disablement due to accident and so on.
11.2.3 GENERAL PRINCIPLES OF INSURANCE
Insurance works on the principle of ‘pooling of risks’. What this means is that the premium of many pay for the loss of a few. In other words, every person or business faced with a risk pays a small amount of annual or monthly payments called premium to the insurance company in return for insurance cover. For its part, the insurance company guarantees to pay compensation if a particular misfortune strikes. In this way a fund, (a collection of premiums or pool) is created at the insurance company. Out of this pool compensation can be paid to those who actually suffer financial losses (as a result of the occurrence of a risk). Since insurance is a business, any amount that is left in the pool, after paying all the claims and meeting all operation costs belong to the insurance company because premium is non-refundable.

The insurance company will use the money from the pool as follows:

· To pay compensation to those who suffer losses

· To meet the running expenses (which includes salaries, rent, bills, and many other, estimated to take about 15% of the premium. Some of this fund, about 17%, is paid as commission to brokers and another 3% is put aside for emergency)

· Pay profits (dividends) to insurance company shareholders

· Surplus funds are invested in property, business and some let out even to the Government.
11.2.4 FUNDUMENTAL PRINCIPLES OF INSURANCE

The word principle means a rule that can not be changed but should be adhered to at all cost. Therefore, principles of insurance are rules that govern insurance contract. These principles must be followed to the later because failure by one of the parties to insurance contract to adhere to this principle will render the insurance contract null and void. The following are the principles of insurance:

THE PRINCIPLE OF INDEMNITY

Indemnity means that the insured must be restored to the same position as before the risk occurred. It does not allow the insured to make a profit out of insurance and indemnity is limited to the sum insured. If a person insured his/her car against fire and accident and later it is damaged by fire, the insurance company will pay him or her a monetary compensation enough to repair the car. The insurance company will first determine the extent of loss suffered by sending an assessor to examine the damaged car and then pay out a monetary compensation that is just enough money to replace it, depending on the sum insured. This is because indemnity is limited to the sum insured.
After paying the compensation by say buying you another car of similar value, model and make the insurance company would subrogate the scrap. To subrogate means to take over the right to the remaining or salvage value of the scrap. It does so to avoid the insured making a profit in addition to the compensation obtained from the insurance company.

You might think of insuring your car with two different insurance companies, in order to get a profit (I.e. a replacement car from each), in case it is stolen. This will not help, for you would instead lose by paying more than necessary premium. If unfortunately your car is stolen, the two insurance companies would each contribute half the value of your stolen car and buy you one replacement so that you are fully compensated. Full compensation cannot be claimed from both companies otherwise the insured would make a profit out of a loss. This is referred to as the rule of Contribution.
You may also think of making a profit by underinsuring your property in order to pay fewer premiums. In such a case the rule of Average clause applies. If the property is partly damaged for example, the insurance company will only pay a fraction of the repair cost, since the property was partly insured.

UTMOST GOOD FAITH

The proposer (person seeking insurance cover) should complete a proposal form giving full, accurate and detailed information without omitting any material facts relating to the risk and property being covered. This enables the insurance company to assess the risk and decide whether or not to accept it, and if so at what premium. This therefore makes it possible for insurance companies to fix a fair premium, which would cover most claims and still earn them a profit. Similarly the insurance company must explain thoroughly to the insured what is and is not allowed or included. Any breach of utmost good faith may lead to the contract being void i.e. the insurance company will not pay out any claim arising from such a policy.
INSURABLE INTEREST

You only insure a property, which you have insurable interest in. This refers to a property for which you personally suffer financial loss if it is stolen r damaged. For example if you buy a car and later it is stolen or destroyed in an accident, you will certainly suffer financial loss (i.e. you have lost the money you used to buy the car). This means you have insurable interest in your car. Your friend cannot suffer any financial loss if your car is stolen. He/she has no insurable interest in your car so he/she cannot be allowed to insure it. If it were possible, your friend would insure your car and seek to destroy it or cause its theft (i.e. arrange with thieves to steal it) so that he goes and gets money from the insurance company, because he/she would have nothing to lose. Instead he/she would gain.
PROXIMATE CAUSE

The insurance company can only pay compensation if the loss was caused by the risk that was covered by the policy and the cause of the risk is within the precise terms of the policy. For example, if you insure our house against the risk of fire and you later decide to burn it down in order to get money, the insurance company will not pay any compensation. This is because you deliberately caused the fire. The house was insured against accidental fire so since you caused the fire intentionally the insurance company cannot pay any thing. If investigations prove that you are the one who caused the fire you would be responsible for rebuilding the house. The proximate cause of a risk is therefore what caused it. Another example, you might insure the food in your freezer against the effects of accidental power failure. If the workers at the power station go on strike and cut off the power supply and as a result your food gets rotten, the insurance company will not pay. This is because the proximate cause of the power failure is not within the terms of the policy. The striking workers cut it off deliberately. However, genuine the reason for the strike.
What then are business risks?

These are events that if they occur will cause financial losses. It could be fire, accident, burglary, theft, flood, death, or any other hazards that may cause a financial loss. 

11.2.5 TYPES OF INSURANCE RISKS

General there are two types of risks, and these are:
I. Insurable Risks :These are risks that can be assessed or calculated fairly accurately and their chances of occurring estimated. From carefully kept past records or statistics the insurance companies are also able to estimate the number of people to be insured against a particular risk. It is therefore possible for insurance companies to fix a fair premium, which will cover most claims and even earn them a profit. Examples of insurable risks include: fire, theft, accidents damages to property, theft of company money by an employee (e.g. cashier or accountant), the risk of claims from members of the public for losses suffered as a result of the company’s negligence or it products causing injury to the public, and the risk of claim from the employees who are wounded or killed while on duty. Loss of profit due to fir and the risks of fire, accidental damage and theft of motor vehicle are other examples of insurable risks.
II. Non-Insurable Risks :These are risks that cannot be assessed due to lack of records. As a result, their probability of occurring is not known. This is why insurance companies cannot accept them. For example, insurance companies cannot accept the risk of loss of profit due to bad management. This is because there are no records showing how good the particular manager is in managing businesses. Secondly, it it were possible to insure against such a risk, people would be tempted to deliberately mismanage their won business so as to get insurance money. Another example of the risk of loss resulting from a trader failing to sell a stock of new dresses due to a change in fashion. A trader who has ordered a stock of new dresses cannot go to the insurance company and take out an insurance policy against the possibility of failure to sell them. Here again there are no records, which show how quickly this particular dress will go out of fashion.
INSURANCE PREMIUM

Premium is the payment made by the insured to the insurer in return for an insurance cover. The amount of premium charged by insurance companies depends on the following factors: 

· The degree of likelihood of the risk occurring:  The greater the risk or likelihood of the risk occurring, the larger will be the premium. This is usually calculated by specialist called actuaries who base their calculatons on past records (e.g. on value of losses produced every year, and the information given on proposal form, by the proposer). Some activities are more risky than others. For example, race driving is more risky than the job of a truck driver. As a result, a higher premium is charged to assure the life of a race driver than that of a truck driver. Also the job of a watchman is more risky than that of a secretary because thieves can attack a watchman at night so to assure the watchman you pay more premiums,
· Individual circumstances:. For example, a 50 year old driver with a clean 30 year, accident free driving record, whop lives in a secure part of town and uses his/her vehicle only for private business will be charged a very low premium. On the other hand, an 18 year old youth who has less than one year’s driving experience and has had three accidents already, and who drives a three litre engine car around town would be considered a very high risk driver and charged a higher premium.
· The total number of people insuring against a certain risk: Usually the larger the number, the lower the premium and vice versa. This is because a large number of people contributing a small amount in premium leads to a large pool being created.
· Claim free grouping: Insurance companies may also charge different rates of premium to different people. They group customers according to how frequently they make claims. Being put in a claim free group, which entitles them for a discount next time they renew their policies rewards customers who do not make a claim. This arrangement is designed to reward the careful drivers and punish the careless one.
11.2.7 PROCEDURES FOR OBTAINING AN INSURANCE POLICIE
The proposer (person wishing to insure his/her property) may approach the insurance company directly, but preferably he/she should go through an insurance broker.
· He/she would be given a proposal form to fill in, giving full, accurate and detailed information about the property concerned and the risk being insured against.
· The insurance broker investigates (i.e. interviews the proposer to find as much information as possible), assesses the risk being covered and calculate the premium to be charged
· Upon payment of the premium the proposer is now insured. He/she is then given a cover note, which is actually a temporary policy or document of contract
· The full policy would then be insured within a month or so (The policy contains all the terms and conditions and warranties of the contract)
· At the end of the period of cover, the insurance company issue a renewal notice to remind the inured to pay a further premium.
11. 2.8 PROCEDURE INVOLVED IN MAKING CLAIMS

If the risk insured against occurs, the insured shall:

· Inform the police of the event or loss of property and try to discover the guity person and to recover the stolen or lost property
· Notify the insurance company as soon as possible and provide particulars or any other insurance company that is also covering the same risk.
· Complete a claim form giving full details of the loss suffered
· -The insurance company will arrange to inspect the damages to assess and determine the extent of loss suffered and compare it with the sum claimed to see that it is fair and reasonable. This is done by qualified assessors to prevent profit being made out of insurance by dishonest clients.
· The client signs an agreement of loss form. It binds the client to accept the figure offered in compensation and states that if recovery is made it belongs to the insurance company (subrogation)
· he insurance company then pays a monetary compensation to the insured.
11.2.9  INSURANCE POLICIES
Because there are many different kinds of risks facing individuals and businesses, many different insurance policies have been designed to offer various insurance covers. They include motor insurance, life assurance, accident insurance, fire, liability, marine and many others.
LIFE ASSURANCE
The term insurance means protection against negative uncertainties. These negative uncertainties are risks that we don’t if they will occur or not such as accidents, fire etc. When it comes to the insurance of people’s life’s or health we use the term assurance. This is because it provides cover against an event (death) that will certainly occur. The principle of indemnity does not apply to life assurance. This is because when a person dies no amount of monetary compensation can restore him/her to life and assurance is looked at instead as a form of saving plan rather than insurance. It is true and we all know that we are going to die but we are not sure when we will die. Life assurance is a good way to ensure that surviving family members are taken care of. Usually if we live for a long time and die long after retirement, it is possible that our savings may be sufficient to meet the needs of our dependants. But if we die young, we are likely to leave a window or widower and young children, with no money to look after them. This is where life assurance would be helpful.

Insurance agents who are different from brokers normally sell life policies. Insurance agents usually act on behalf of a particular company. They never handle premiums. The premiums are paid direct to the insurance company. Many life assurance policies have been designed to provide various life covers.

Whole-life Policy
This is a policy under which a person assures his/her life for a certain sum of money, which will be paid to his/her dependants if he/she dies. The person decides how much he wants to assure his/her life for and the insurance company calculates the amount of premium to be paid monthly. The assured pays premium for his/her entire working life until he/she retires or dies. To fix the premium the insurance company will look at your age, occupation, record of health as well as the duration and amount of cover required. It the assured dies the money is then paid to his/her dependants or beneficiaries.

Terms Policy

This is a policy which covers a person for only a fixed period of time, say, twenty years. The person decides how much he/she wants to assure his/her life for and is asked to pay the premium. The premium is cheaper as the insurance company does not have to pay anything if the person lives up the end of the period covered. Term policy provides benefits only if the person dies during the period of cover. It is good for some one buying a house through a mortgage loan. He/she can take the policy for the duration of the loan. If he/she dies before finishing paying the loan the proceeds are used to pay off the loan. This would prevent the bank auctioning the house and leaving the dependants with nowhere to stay. The main disadvantage of this policy is that it has no value at the end of its full period. (i.e. the assured gets nothing if he lives up to the end of the policy)

Life Endowment Policy

Under this policy the assured is also covered for a specific period of time e.g. twenty years. If he/she dies before the maturity date the money is paid to he/her dependants. But if he/she lives up to the end of that period the sum insured is paid to him/her personally. It is an expensive policy as it allows a person to save as well as have life cover. There are two types of endowment policies.

· With profit policy: This is a policy, which pays the sum insured, plus a profit or bonus. What happens is that the insurance company adds bonuses to the sum the person is insured for each year. These bonuses come from profits realised from investments made by the insurance company from the assurance pool. The insurance companies do not keep the premium idle; they invest them in profit generating ventures. It is more expensive than a without profit policy.
· Without profit policy: This type of endowment policy provides the assured with a lump sum upon expiry of the cover. It is good in that it provides some protection for his/her old age as well as his/her dependants if he/she dies early.

· Annuity Assurance: This policy provides regular payments to the assured from a fixed future date until the person dies. A person may arrange for such payments to begin at his/her retirement time. It is a suitable policy for self employed people who have no pension plan.

· Group Policy: This policy mainly provides funeral expenses to members of a group e.g. employees of a company or members of a club or society.

· Family Income Policy: Under this policy, if the policyholder dies, his/her dependants will be paid an agreed sum at regular intervals for a specific period of time. This could help the spouse to bring up the children until such a time when they can fend for themselves. It is suitable for the sole breadwinner of a young family.

MOTOR INSURANCE

This is the most popular form of insurance and is the only one that many people know about. It covers the risks of fire, theft, accidental damage to the vehicle as well as loss of third parties who happen to be travelling in the car or are knocked down by the car or have their belongings damaged. There are three main policies under motor insurance.
· Third Party Policy: Third party motor vehicle insurance covers the death or injury caused to third parties as well as damage to their properties. In any insurance contract there are tow parties involved i.e. the insured and the insurer. They are the first and second parties. The Road Traffic Act of 1982 makes it illegal for anyone to drive a motor vehicle on the roads without third party insurance to compensate for the death or injury of other persons. This is minimum legal requirement. 
· Third Party Fire and Theft Policy :This policy covers the insurer’s vehicle against the risk of fire and theft in addition to covering third parties and their belongings. The premium is higher than in third party insurance.
· Comprehensive Policy: This is the most secure motor insurance policy. It includes third party, fire and theft as well as covers damaged to the vehicle, injury to or death of the insured him or her and loss of properties in the vehicle. In the case of accident, if the accident is the fault of the insured, his/her car will be repaired or replaced by the insurance company and so will the third party’s and their properties. On the other hand if it is the fault of some one else then that person’s insurance will pay because the insured is then a third party.
LIABILITY INURANCE

This branch of insurance provides cover against claims arising from the death of or injuries to third parties as well as loss or damage to their property. Apart from the third party motor insurance discussed above, there are other policies under liability insurance.

· Public Liability Insurance :This covers a business against claims made by members of the general public who have suffered losses as a result of the fault of the business. For example, a trader may put floor tiles, some of which are loose, on his/her shop floor and as a customer gets in to buy goods he/she strips, falls and breaks a leg. The injured customer would claim compensation from the trader because he/she caused the accident by putting loose tiles on his/her shop floor. Without such insurance cover a trader might close down his business if substantial claim was made against it.
· Employers’ Liability (Workmen Compensation):This policy covers the business against claims arising from the death or injury of an employee while on duty. This insurance is necessary because some occupations are very dangerous and may cause injury or illness to employees. Law requires the policy. The law requires that all businesses must have liability insurance and that they must display their liability insurance certificate at the work place, preferably at the reception.
· Fidelity Bond: This insurance covers the business against losses resulting from the dishonesty of the business own employees. An employee handling company money may steal money from the cash till. In this circumstance, provided that the insurance company can obtain satisfactory reference about the employee’s character, it will agree to compensate the employer for losses arising from theft by the employee.
ACCIDENT INSURANCE
This covers such risks as accidental damage to property, burglary and personal accident.
· Personal Accident :This insurance covers the insured against partial or total disability arising from accidental causes. A professional sports star may take out an accident insurance, which covers him/her in case he/she gets injured and cannot work either permanently or for a period of time. In such a case the insurance company may compensate for the loss of income. In the event of the risk occurring, the person would be paid a compensation for the loss of income due to disability.
· Group Personal Accident: This provides a similar cover as in personal accident above but only for members of a particular group, e.g. a football team.
PROPERTY INSURANCE

This is another form of accident insurance. Car owners insure their cars against accidental damage and so do manufacturers who insure their stock and machinery. Property insurance includes household insurance, which is itself divided into two types.
· Content Insurance :This covers the entire moveable items in your house e.g. furniture, carpets, sports equipment, television and video equipment, jewellery etc. So long as they are in the house or being used by you away from home, if something wrong happens to them you would be compensated. It covers losses resulting form theft, fire, flooding, lightening, accidental damage and the like. In case of theft or fire, the insurance company would pay a monetary compensation equal to the value of the goods at the time they were stolen or burnt. This is because most contents insurance takes into consideration wear and tear. For example, if your five-year-old stereo was stolen, you would be paid enough money to buy another five-year-old (second hand) stereo of similar model, but not a brand new replacement of the item insured. The only problem is that the premium is much higher.
· Building Insurance: This insurance covers you against any risk occurring to your house, for example fire, explosion, damage by vehicle or aircraft, flood, lightening and subsidence. It may as well cover claims for personal accidents and liability.
MARINE INSURANCE

This is the insurance of mainly ships and their cargoes. It is the oldest form of insurance. A lot of goods are moved across the globe in vessels of various types and without insurance businesses would not take the risk. It started as early as the 15th century and is available in four different forms.
· Cargo Insurance : This policy covers the goods, which are being carried by the ship for loss or damage at sea. The cover may be arranged to cover the cargo on a particular trip or voyage e.g. from Durban to London; or it may be open. An open policy gives cover for goods worth a fixed amount of money, say one million kwacha, and as each voyage is made the value of the goods carried on that voyage is deducted from the total insurance cover, until it is all used up.
· Hull Insurance: This policy covers the ship itself against the risk of damage, total loss and liability for damage to other ships. It is common to take out hull insurance to cover the ship for either a particular voyage (trip) or for a particular period of time (e.g. one year, two years).
· Freight Insurance: This covers the transport cost charged by the shipping company for carrying the goods. It is usually paid in advance, even though the shipping company is not strictly entitled to it until the cargo is safely delivered. If the cargo is not delivered for some reason, lets say it is lost at sea; the shipping company may face a claim for the refund of the freight charges if it was prepaid. Usually the shipping company takes out the freight insurance against this possibility.
· Ship owner’s Liability Insurance :This insurance policy covers the ship owner against claims from third parties. For example, the ship owner may become liable for injury or death of passengers travelling in his/her ship or for damages to or loss of their property. Also the ship might cause damage to port facilities.
· Consequential Loss Insurance :If a shop or factory gets burnt, for one reason or the other, the businessman or woman loses profits because it is going to be temporarily closed or forced to restrict production until such a time when the repairs are completed. Business interruption policy covers the business for such loss. The loss could be worse if costs such as rates and wages of some staff still have to be paid. Because the losses occur as a consequence of fire, such insurance may also be referred to as consequential loss insurance. It may be extended to cover losses resulting from other risks covered by fire insurance plus such risks as the breakdown of machinery, accidental damage by aircraft or vehicles, power failure, and the like.
· Cash in Transit: Whenever cash is moved about the risks of theft and armed robbery is faced. Firms can therefore take out insurance against the loss of cash in transit. The policy covers loss of money from the businesses’ premises as well as whilst on transit to or from the bank. It is important to point out that the term money includes cash (i.e. bank notes and coins), cheques, postal orders, credit card vouchers and any other instrument of negotiable nature.
· Goods in transit: In this world of trade, large consignments of goods are moved across the globe on a daily basis. Each time this happens, goods being transported face the risk of theft, damage by fire, water or careless handling. A goods in transit insurance policy covers goods being transported from such risks.
· Plate Glass: The glasses used in the doors and windows of shops are specially strengthened and very tough. This makes them very expensive. If they are broken, they are costly to replace. They face a number of risks such as attempted break-ins, accidents or vandalism, which may lead to their breakage. Plate glass insurance provides cover against such risks.
FIRE INSURANCE

Fire is a serious risk to both properties and lives. Fire insurance covers a property against the risk of fire. Under a fire policy, insurance companies will agree to compensate businesses or individuals for damages to buildings and contents, as long as the fire was not started deliberately by the insured.
Lightening or special perils such as aircraft, malicious damage, and impact on building, thunderbolt and explosions are also usually covered under fire policy. It may still be extended to damage by natural events, such as storms, floods and earthquakes. Usually damages caused by water used to put off fire on a neighbouring property are also covered by fire insurance. For example, if fire breaks up on the second floor of Findeco House, in the process of trying to put off the fire properties of those in the first floor are damaged by the water, they would be compensated.
 11.2. 10 LLOYDS OF LONDON

Lloyds is a corporation, which provides facilities for its members underwriters and brokers who affect insurance. It is not an insurance company and does not insure anything. It is the members, called underwriters who insure. They (underwriters) write their names under policies thereby accepting a share of the risk. So if the risk occurs each underwriter pays the percentage of the risk they covered from their own pocket. They also share the premium paid by the client accordingly. A person requiring insurance through Lloyds approaches a broker who makes out a slip giving details of the cover required and then goes round and obtains quotations from underwriters who are willing to accept the risk. The broker then accepts the most advantageous. The first underwriter signs on the first line of the slip indicating on it the proportion of the risk he/she is prepared to accept and the rate of his/her premium. Usually all the syndicate members would agree with the rate set by any member. The broker then gets other underwriters to accept proportions of the risk until it is 100% covered. As soon as a full cover has been signed officially by all the underwriters, before forwarding it to the client, a Lloyds signing officer certifies the policy and then the broker collects the premium from the client and deducts his/her commission before paying it to the signing officer, for the underwriters to share.
11.2,11 REINSURANCE AND ABANDONMENT
Reinsurance is the spreading of risk to other insurance companies. If for example, an insurance company accepts a risk, which it considers to be too big for it to cover alone, it can reinsure it with another company, in which case the premium collected would be passed on to the other company.

11.2.12 WORKS OF EXPORT CREDIT GAURANTEED INSURANCE
This insurance covers exporters who sell goods to foreign buyers on credit, against the risk of non-payment by their foreign customers. The premium is normally about 2% of the export value and compensation of up to 80% is paid in the event of a loss. The reason why the compensation is not 100% is for the exporter to retain some interest in the debt in order to assist in recovery action. Export credit insurance does not cover exports against risks that can normally be covered commercially by other insurance policies; neither does it cover non-payment due to the exporter failing to comply with the terms of the contract. The aim of export credit insurance is to promote export by taking many of the risks inherited in export trade away from individual exporters. This will enable exporters to enter into trade contracts with the confidence that they would be compensated in case their foreign customer fails to pay.
There are many reasons why a foreign customer may fail to pay. It could be due to political or economic problems such as civil war or lack of foreign exchange, insolvency or because the foreign government has prevented the buyer from paying. For example, the foreign buyer may be prevented from paying because of changes in exchange control regulations, revocation of import license, or because of a ban on the import of that product.
ADVERTISING

We have seen that one of the effects of the division of labour is that each manufacturer produces more goods than he can use himself. To dispose them off, a market must be found, and it is the function of the marketing/advertising department of the firm to establish a market for its products. We shall take a general look at the work of the advertising department.
11.3.1 DEFINITION OF AVDERTISING
Advertising is used for so many different purposes that it can only be loosely defined as: the spreading of information or awareness. This covers, for instance, the Government’s efforts to reduce corruption and encourage accountability and efficiency in public institution and private enterprises across the country. In the context of commerce, however, the main objectives of advertising are specifically to increase, or at least maintain, the sales of a product or service.
11.3.2  FUNCTIONS OF ADVERTISING

The following are the functions  of  advertising:

Higher sales: The overriding reason for advertising is to increase sales which will in turn increase profit for the firm.

New Products: These have to be brought to the attention of the public if they are to catch on. One area where advertising has virtually created a demand in recent years is that of men’s toiletries, which are now generally accepted. Large amounts of capital are spent on developing new products. Many of them fail because they do not immediately appeal to consumers, often because the advertising is inappropriate.
Information: Many advertisements are designed to inform consumers of changes in the nature of the products. You have probably noticed how many products are described as new or new formula, for example New Geisha with natural perfume etc.
Branded Goods: Manufacturer’ and retailers’ branded goods are often advertised to keep the brand name in the public eye. Sometimes only, the brand name is mentioned in the advertisement, and there is no reference to particular goods.
Retail Outlet: Some advertising is restricted to the trade press, in an attempt to get more retailers to sell the product. Broadening the market in this way should result in higher sales.
The Company Image: Businesses generally want to project a favourable image of themselves to the public. They like to be known for the reliability and high quality of their products, for giving value for money, for putting the customer first and so on. Many advertisements are designed purely to project the desired image of the firm. 
11.3.3 TYPES OF ADVERTISING

The following are the types of advertising:

PERSUASIVE OR COMPETITIVE ADVERTISING

This type is aimed solely at consumers, and is the kind you see most on television; it tries to persuade you to buy the advertisers’ products rather than his competitor’s by assuring you that it is better. Perhaps the manufacturers of household detergents who all produce virtually the similar products but try to persuade the consumers that their own particular brand is outstanding provide the best outcomes. It is the kind of advertising that is most frequently criticised as being wasteful. However, in a competitive field it is essential for the individual firm to keep the public familiar with the name of its products if it is to maintain its share of the market.
INFORMATIVE ADVERTISING

All advertising is informative to some extent, in that it is informing people that a product exists or an event is taking place. However, the term informative advertising is normally reserved for the following goods and services.
· Advertising in technical and trade journals. Such advertisements usually contain technical details of products and invite inquiries from interested parties.
· Advertising of particular events, Such as trade fairs, exhibitions, concerts and sporting activities. It is true that advertisers hope to attract people to attend the event, but on the whole they do this by stating facts rather than by making persuasive claims.
· Advertising of employment opportunities. Again, you could argue that the advertiser is hoping to persuade people to offer their service, but these advertisements are more informative than persuasive.
· It is frequently difficult to draw the line between persuasive and informative advertising, for many advertisements contain elements of both. Nevertheless, it is useful to be able to detect persuasive bias in advertising.
COLLECTIVE ADVERTISING

This is sometimes known as generic advertising. This occurs when all the producers in one industry combine to advertise the product in general rather than their own particular brand. Advertisements, which exhort you to drink more milk, are familiar examples. Such advertisements belong to a special kind of persuasive advertising, and are normally financed by the trade association to which firms in the industry belong. (A trade association is a body representing the interest of all the firms in an industry; in addition to this kind of joint advertising, the trade association might make itself responsible for research, information and negotiation with the Government or the trade unions)
1.3.4  FACTORS TO CONSIDER WHEN CHOOSING THE TYPE OF ADVERTISIND MEDIA
1.3.5  ADVERTISING MEDIA

An advertising medium is a means or vehicle for advertising; television and the press have already been mentioned, but there are may other ways in which goods can be advertised, some of which are suitable for small and highly localised market while others are more suitable for goods sold on a national or even international scale.
TELEVISION

Television is probably the best medium for advertising consumer goods. It has the advantage of providing a combination of sound and vision and, it necessary, of giving a national coverage, though it is unusual for an advertiser to buy time from all the independent television companies at once. A further advantage of television advertising is the fact that advertisements can be shown at time appropriate to the market for the goods; for example, children’s sweets and toys can be promoted between children’s programmes and household goods later in the evening when adults are more likely to be watching television. Some people argue that television advertising has the advantage of a relaxed and therefore receptive audience but, on the other hand, some viewers find advertisements an unnecessary intrusion into their entertainment, and find other things to do during commercial breaks. Television advertising is expensive, but few doubt its effectiveness; when a sporting event is televised, many advertisers pay to place posters in places where they will catch the eye of the television camera. When football matches from Europe are shown on television, you will often see advertising hoardings around the ground, aimed specifically at sports fans.

ADVANTAGES OF USING A TELEVISION IN ADVERTISING

· Combines visual and sound and is very effective
· Gives the widest coverage and is seen by many especially during peak hours
· Can be shown at the right time to the right audience
· Creates aspiration since it is brought in the home of the potential consumer while he/she is relaxing
· Demonstrations can be done and can be very attractive if done in colour
  DISADVANTAGES OF USING TELEVION FOR ADVERTISING

· Very expensive method of advertising
· Some viewers see it as intrusion to their entertainment especially if used to break interesting programmes such as Soccer time.
· The adverts tend to be short lived and hence do not create any lasting impression
· Very few people have TV sets especially in rural areas and hence catchments is limited
· If adverts not well planned, they may just confuse listeners and views especially when similar one are shown at almost the same time (one after the other)
· Poor programming can create an impression that what is being advertised is for the upper class only
· Adverts on television risk being misunderstood as they are taken to be entertainment
RADIO ADVERTINSING

Commercial radio is the most powerful advertising media in Africa, especially the way it has improved in recent years in Zambia where many private radio stations have been opened. Community radio stations have also a share to claim from the market. Radio advertising can be placed in the form of short announcements, sponsored advertising or through repeat flash announcements in between other programmes.
ADVANTAGES OF RADIO ADVERTISING

· Has in most cases especially for ZNBC national wide coverage

· It is cheaper than TV adverts

· Can target specific audience or language at particular times

· Radio sets are cheaper and the pocket radios have even made them affordable to many people

· Community radio stations have provided a sense of ownership to the community and hence mostly listened to

DISADVANTAGES OF RADIO ADVERTISING

· Only appeal to the audio senses and the absence of visual lessens the impact

· Listeners do not pay particular attention to adverts, for in many cases only listen to the radio for specific programmes such as drama, news, football commentaries etc.

· Radio adverts are short lived since they are just flashed at intervals and only for very few seconds

NEWS PAPERS

The importance of news papers as an advertising medium has declined since commercial television tends to take most of the firms priority. As papers are published every day, they are very suitable for advertising ‘topical’ products; Another advantage is that advertisements can be placed in appropriate places in the newspaper; sports equipment on the sports pages, dresses on the fashion pages and so on. Magazines, which specialise in particular subjects, are also useful to advertisers. One disadvantage is that the producer’s advertisements may be submerged in a large number of others, unless he pays higher rates to have it isolated. In addition, except in the colour supplements, the poor quality of the paper often prevents good reproduction of advertisements. To the newspaper proprietors, however, advertising is essential. The price we pay for our newspaper proprietor only goes about halfway towards giving producers a fair profit. The difference is made up by revenue from advertising

ADVANTANGES OF USING NEWS PAPERS AS A MEDIUM OF ADVERTING

· Wide coverage is given
· They are relatively cheaper
· When placed in specific places can attract attention and get to the intended target group
· Daily newspaper give immediate coverage 
· Newspapers tend to be trusted as providing accurate information hence it becomes very effective means of advertising
 DISADVANTAGES OF USING A NEWS PAPER AS MDIUM OF ADVERTISING 

· Short life span, since every day they expire
· Poor quality of the print reduces the effectiveness of the advert
· Not accessible to illiterate people
MAGAZINES

ADVANTAGESE OF USING MAGAZINES AS A MIDIUM OF ADVERTISING

· Magazines exchange hands and hence they stand a much likely would of being read by many people.
· When quality and colour prints are used they can be very attractive and create an impression
· Coupon system of promotions can be inserted in magazines creating a rush for the magazines and hence read the adverts in them
· Since magazines can be kept for future reference and reading they create a lasting impact
· It is cheaper to advertise in magazines than on television
· Target oriented, since magazines can have specific target group such as women, sport fans, trade journals etc.
DISADVANTAGES OF USING MAGAZINES AS A MIDIUM OF ADVERTISING 

· They are relatively expensive as compared to newspapers
· Magazines have a limited readership and appeal only to a particular class of people 
· Rule out the illiterate people.
POSTERS

Posters may be made in various sizes and placed in various locations e.g. along the roadside, on walls, at bus stations or railway stations etc. They can be long lasting but are normally not very acceptable to even city authorities as they make the city untidy. As a result, they are often defaced, torn or vandalised.
LEAFLETS

The advantage of leaflets is that they are cheaper than television, magazines, radio and posters. They are easier and cheaper to make. The only problem with leaflets is that the distribution cost is very high for the limited access that it gives and they may not reach those for whom they are intended. The other problem is that leaflets are very quickly destroyed or discarded by people so it may not be so effective.
POINT OF SALE DISPLAY

These include window displays and displays inside the shops. Window display in particular is aimed at ‘the in-store through traffic’ i.e. people who walk in and out on a daily basis. Clever display may attract them to enter the shop and buy the item on impulse, or return some other time to buy. Attractive packaging and arrangement of goods on shelves are very effective and for this reason many producers supply a range of display materials, including pictures and illustrations, like it appeals only to people who have already come to or are passing near the shop or doing ‘window shopping’
BILL BOARDS

These are normally placed in strategic places, which are frequented by people either along the highway, or at bus ranks. They may also be placed near traffic lights for motorists who are weighting for the light to turn green to see. Whereas many people take them for a joke billboards cab be very effective in sending the intended message.
SALES PROMOTIONS

Advertising is just one of the ways in which producers try to increase sales. Other methods of winning the attention of the public belong to the general category of sales promotions. The aims are of course the same as with advertising, but promotion schemes tend to demand more of the consumer than just watching or reading an advertisement. You may be probably familiar with some of the schemes.
· Free Samples: The best way of introducing consumers to a product is to let them try it out free. It is a very expensive method of promoting sales, especially where a sample is sent to every household. Accordingly, it is a method reserved for things that are cheap and have a notional sale. Often the distribution of free samples be linked with an extensive back-up advertising programme. Sometimes free samples are given at particular shops. This is the effect of persuading people to do their shopping there, and increasing the retailer’s sales.
· Price Reduction These are so widely used that they are no longer regarded as special promotional activities. Households have been conditioned to expect that household detergents or indeed any other usable will be offered at some % less the recommended price, and the cartons are often printed with the prince reduction. For example, the popular Game Stores Fact and Bonanzas expected fortnightly. Sometimes the price reductions are indirect or conditional, Some manufacturers distribute coupons to householders which can be used in part payment for their goods, others allow a price reduction in exchange for the label from the previous packet bought. In either case the retailer, who is involved in extra work, redeems the labels for cash from the manufacturer or his representative.
· Competitions :Sometimes producers organise competitions. A condition of entry is the purchase of perhaps six packets of the producer’s goods. This achieves an immediate boost in sales, which the producer hopes will be sustained, as new customers become regular buyers. Most popular with, Unilever, Coca Cola etc.
· Free Gifts: Petrol stations try to increase their sales by giving glasses, footballs or cups away when a certain amount of petrol is bought. Stationery shops have a variation of this; they sometimes include giving away diaries, calendars, pictorial deco, on which they give details of what they offer and how they can be contacted. This is also becoming popular with most Asian shops in Zambia especially in the Kamwala area.
11.3.6  ADVERTISING AGENCIES AND THIER FUNCTIONS
If you have a second-hand car or washing machine to sell, you can draft an advertisement setting out the details and the price required and inserts it in the local newspaper or shop window. Newspaper columns also provide a convenient means of advertising both for retailers and for employers wanting to attract staff. However, a national campaign to advertise a new brand of chocolates or a new model of car needs rather more care if sales are to be won. Most manufacturers do not posses the particular skills that are needed to devise, make and place such advertisements. The advertiser normally consults advertising agents and selects one of them to run the campaign for him. Since the advertising agent handles campaign for many advertisers, he can afford to employ specialists in many fields, a luxury which individual manufactures could not afford for themselves. The advertising agent has five main functions:
· Creating the Advertisement. This is done on the basis of information provided by the advertiser about the nature of the product, its strength and weakness, and the market at which it is aimed. The amount that the advertiser is prepared to spend is also relevant, of course. The agency’s work on behalf of each client is the responsibility of an account executive; copywriters do this job; they are the people who think up the advertisements you see on television and in the newspapers

· Producing the Advertisement: The agency’s production department then goes to work on putting the ideas of the copywriter into practice; artists produce drafts of posters and the film department produces films in the agent’s own studio or on location. The finished advertisement can then be shown to the client for his approval and, if he wants changes, amendments can be made. It will have been agreed in advance, which advertising media are to be used for the campaign. The agency normally books advertising time on television or space in the press in advance of its requirements, and then places its advertisement as necessary. The agency receives a commission from the television or Newspaper Company for the advertisements that it places with them and, of course, the advertiser pays the television or newspaper company. The commission that the agency receives from the media owners frequently enables it to make these arrangements without any extra charge to large advertisers. 

· Market Research: Market research can be defined as investigation of all the factors influencing the distribution of the products from the producer to the final consumer. Its purpose is to provide manufacturers with much information as possible about the market for their products, often before the creation of the advertising campaign, so that they know exactly whom they are aiming at. They may conduct such investigations for themselves, they may employ a firms specialising in market research, or they may use their advertising agent. The research is normally undertaken by means of carefully drafted questionnaires. They are designed to obtain details of the number of potential products, and the ways in which tastes my be changing. Many refinements can be included, such as the effectiveness of different kinds of packaging or different methods of selling, but the basic idea remains the same –to find out more about the market, so that more goods can be sold and more profits made.

· Advice:. Since the success or failure of a new product can depend upon the way in which it is presented to the public, it is important that the advertising agent is consulted in the early stages of the product’s life. Agencies develop a sense of what will and what will not sell a product, and will normally be able to offer useful advice about, for example, the name of a new product or its packaging. They can certainly advise about the best media for advertising the product.
11.3.7 CODES OF AVERTISING PRACTICES

Advertising need to be controlled because some businessmen may abuse it by placing misleading, exploitative even harmful adverts.  This control can be done in the following ways:
· By legislation i.e. passing a law making it illegal to make false advertisement and setting out penalties for offenders. This can be done by the government.
· By self regulation: the advertisers themselves can come up with a set of standards to be followed by all the members, i.e. self regulation. For example, they can set up an Advertising Standards Authority- an independent body, to police rules laid down in the advertising codes. This way the industry can protect the consumers as well as create a level playing field for all.
· By the media: the media may also help by refusing unsuitable advertisements in their media. The “messengers” i.e. the advertising agencies should exercise and show a sense of ethics and responsibility whenever they plan and produce adverts
· Consumer vigilance: the consumers can also protect themselves from unscrupulous advertisers by acting voluntarily and rationally. Consumers are advised to exercise maximum care in responding to advertisements and where possible cross check with other sources
TRANSPORT
11.4.1  DEFINITION OF TRANSPORT
Transport is the physical movement of people, goods, raw materials and equipment from one place to another. It is a commercial service that is very essential to a business. Transport plays an important part in the production and marketing of goods because without it raw materials would not reach the producer, and finished goods would not be distributed to the customers.
11.4.2 THE POSITION OF TRANSPORT IN COMMERCE
· It is a productive service that creates utility by bringing goods within the customer’s reach (or inputs within the producer’s reach)
· It enables goods to reach the right place, at the right time and in the right condition to satisfy human wants and needs.
· It provides consumers with a much wider variety of goods from which to choose and hence enables them to enjoy a higher standard of living.
· It levels out supply by transferring goods from where they are produced to where they are needed. In this way, transport helps to prevent scarcity or shortage and adds to the security of life.
· It provides more opportunities, high mass production and trade between countries or regions of the world, which in turn means cheaper goods to the consumer and a higher standard of living.
· It reduces the amount of capital and storage space needed by the manufacturer and traders because; if deliveries can be made regularly and quickly then smaller stocks are needed at any one time. Traders would therefore have no reasons to take the risk of holding large stocks and incur high storage costs.
· It enables the workers to efficiently move to and from work and also salesmen and business executives to move wherever necessary.
· It enables people to move from one place to another either on holiday, when visiting friends and relatives or shopping.
11.4.3TYPES OF TRANSORT AND THEIR FEATURES
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ROAD TRANSPORT

Road transport is by far the most important form of inland transport. It is the most ideal for the day-to-day running of a business. It is the core method on which all other forms of transport rely because almost all journeys either start or end by road. Road transport carries about 65% of inland cargo traffic and over 96% of passenger traffic. In recent years, very elaborate motorway systems have been built to reduce congestion and link main production centres. As a result, the importance of road transport has drastically increased.
ADVANTAGES OF ROAD TRANSPORT
· Flexibility. Road transport firms can provide a door-to-door service. Goods can be loaded at the factory and delivered straight to the customer. There is no problem of changing from one form of transport to another, with all the extra handling that this involves. Remote places may be inaccessible to the railways, but can nearly always be reached by road. The frequency of road journeys can easily be adjusted. The nature of a railway system requires that train journeys be carefully timetabled. If a trader has an urgent consignment, he cannot expect railway timetable to be amended to accommodate the goods: he must wait for the next appropriate train. On the other hand, it is quite likely that he can find a road transport company to help him at short notice.
· Special Facilities. Road hauliers to deal with exceptional loads can provide special facilities. The height and width regulations, which necessarily restrict the loads that can be carried by rail, are not so severe for road transport.
· Economy. The road haulage industry is very competitive, consisting of both large and small firms. This competition is an incentive to efficiency and economy, often resulting in lower charges for customers. Return loads exemplify this: once a driver has delivered a consignment he has to make a return journey, and his employer has to meet the cost of this journey. If the driver can find a return load to take with him, it reduces the overall costs to the employer, even if the load is taken at a cheaper rate than normal.
· It is faster than rail transport over short distance especially for such tasks as delivering goods to customers within the town.
· Firms can buy their own vehicles for greater convenience. They can also advertise on the sides of the van.
· Goods can better be protected, as they are under the care of the driver most of the time.
· Motorways networks speed up movement and reduce congestion.
· More recently, the development of containerisation has given road haulage a further boost by increasing its efficiency.

DISADVANTAGES OF ROAD TRANSPORT.
· Bulk. Road haulage is not suitable for transporting goods of great bulk for long distances. It would be hopelessly uneconomic, for example, to transport coal from Mamba to Ndola by road, when the railways can carry too much more on a single journey. Labour and fuel costs put the road haulers at a considerable disadvantage. Even so, many bulk commodities are taken by road because of the convenience it provides, and because lorries will have to be used in any case once the rail journey is complete. When this happens businessmen may pay more than is strictly necessary for transport, which means that the final consumer pays more.
· Congestion and delays. Road transport may be subject to delays, which do not trouble the railways. Road congestion becomes more severe each year. One of the benefits of the motorways is that they bypass congested town centres, but even then, they do not entirely overcome the problem. Most road journeys begin and end in heavily industrialised urban areas. The existing houses and other building make the construction of new roads very difficult, so the roads of the 1920s frequently delay the road transport of the 1980s.
· Social Costs. The social costs of road transport are very great. When the road hauler works out his rates for a consignment, he will only be interested in what we may call the private costs – the costs to him of making the journey and delivering the goods. Such things as the drivers’ wages, fuel, depreciation on the lorry, tax and insurance will enter into his calculations, so that he can be sure of making a profit. He does not, however, take into account such things as the cost to other people of traffic congestion, atmospheric pollution and noise, the expenses of keeping up the roads and the road signs, or the burden caused by accidents. These all have to be met by society as a whole, and are the social costs of road transport. There are of course, social costs involved in journeys by rail too, but it is unlikely that they are as high as those involved in road transport. It is for this reason that the government makes effort from time to time to divert freight traffic from the roads to the railways. Inevitably, they have little success, because the convenience of road transport to its users outweighs it disadvantages to society.
· -Long Journeys. Goods travelling by road may spend longer on the journey than goods travelling by rail. Speed limits are normally less restrictive on the railways, and there are fewer traffic jams. However, this disadvantage is more than made up for by the flexibility of road transport in providing a door-to-door service, without transhipment that is necessary for most goods sent by rail.
· The capacity of haulage trucks is often limited to a few tons of goods but for railways, connecting a chain of wagons can increase tonnage.
· Road transport is more easily disrupted by bad weather than rail transport.
· Restriction of driving hours, size and tonnage of truck as well as speed makes road transport unsuitable in certain circumstances.
· Roads are very expensive to maintain and vehicles may not last if they are not properly maintained.
OWN FLEET
Many large companies find it more convenient to buy and operate their own fleet of trucks for delivering goods and collecting raw materials. Of course, this has several advantages and disadvantages.
ADVANTAGES OF HAVING YOUR OWN FLEET
· It can be cheaper if the company produces enough goods to keep the trucks busy.
· It gives direct contact with customers and suppliers. This means problems can be identified and solved more quickly before they become too big.
· Better care can be taken of the goods as a business will be handling its won goods
· A business can respond more quickly to customers needs
· Deliveries can be arranged more flexibly with respect to time and routes. For example, one delivery trip may be arranged to make several stopovers to deliver goods to different customers.
· The company vehicles can be painted with advertisement on the sides so the fleet provides, free advertising for the business, wherever the vehicle goes.
· The use of own fleet means less documentation would be required.
· Raw materials and equipment can be collected as and when needed.
· Own fleet is more convenient. Goods can be delivered as and when necessary.
DISADVANTAGES OF HAVING OWN FLEET
· It is expensive to operate one’s own fleet of vehicles. This is mainly because vehicles have to be bought, licensed, maintained, fuelled and insured.

· Drivers have to be paid regularly and a transport manager has to be employed
· Long distance deliveries to overseas customers for example, may not be possible in own trucks. This means sea, air and possibly rail transport might still have to be hired even if the company has its own fleet.
· The other problem of road transport like traffic congestion, limited carrying capacity and the fact that trucks may have to return empty from delivery trips remains a problem.
· It may not be economic to have own fleet if output is too small.

RAIL TRANSPORT

The railways in Zambia are a nationalised industry. Nationalisation was necessary in 1973, owing to the weak industrial base of the country, which had for a long time been denied capital investment for many years by the colonial masters, seeing that their stay was not guaranteed. Since then, this industry has seen many changes to conform to modern requirements of a rail system. As a matter of policy, the government yet again has realised the importance of private sector participation in the financing of a capital-intensive industry such as rail. In pursuing this line of thought, the government of the Republic of Zambia has introduced the commercialisation of Zambia Railways.
The rail line in Zambia stretches from Livingston in Southern Province to Chililabombwe on the Copper belt, yet another line stretches from Kapiri Mposhi  in Central province to Nakonde in Northern Province. The reason why railway transport is still dominated by  Government is that it is very expensive to build the railway line and to buy and keep the train running. The private sector cannot afford this kind of long-term investment at least for now in this growing economy. The existence of rail transport is therefore justified only if there is heavy traffic of bulk goods and passengers. Railways transport provides passenger trains, goods train and company train.
ADVANTAGES OF RAIL TRANSPORT 
· Speed between tow points. Once the journey has begun, rail transport between, say, Lusaka and Ndola is undoubtedly faster than road transport. The difficult occur at either end of the journey: in getting goods to the Lusaka terminal through heavy congested roads, and in dispatching them from the Ndola station. In the competition for passengers between railways and airlines, on the hand, the delays caused by road traffic favour the railways
· Location. An airport is bound to be outside the city centre, while a railway passenger terminal is usually in the heart of the city. Therefore, the speed advantage enjoyed by the airlines over medium distance is partly eroded by the problem of access to and from the city centre.
· Economy in the use of labour. This would seem to be one of the greatest advantages of the railways. While every lorry has a driver and sometimes a driver’s mate, it only takes two men – a driver and a guard – to run a train with 50 to 60 trucks. The wage bills for the two systems will obviously be very different. However, the advantage to the railways may not be as great as these figures suggest: the railways require a large team behind the scenes to programme trains and maintain the network.
· Access to the port. Railways have direct and easy access to ports, so they offer a distinct advantage for exporting, especially where manufacturers have their own railway sidings.
· Special facilities are provided for industrial customers. Bulk deliveries of oil, cement, coal and motor cars, for instance, are often carried in the producer’s own rolling-stock, painted with his own livery.
· Containerisation has been helpful to the railways as well as to the road haulage industry. One of the main problems of the railways is that of repeated handling of the goods. A consignment usually has to be loaded into a lorry at the factory and then loaded, before being transferred to the train. At the other end, it has to be taken off the train, loaded onto a lorry and finally unloaded again. In such circumstances delays, breakages and theft are difficult to avoid. Containers overcome most of these problems. Goods are packed into the container, which is then loaded onto a lorry, mechanically transferred from the lorry to the train and later back to a lorry for final delivery. Only then is the container opened
· It is suitable for carrying heavy and bulky goods such as coal, cement, cars, iron ore, china clay and timber over long distance on land.
· The train is more comfortable for passenger travel than road transport. The wide seats and corridors provide space, while benefit is guaranteed with dining facilities, running water and toilets.
· Rail transport is less likely to be disrupted by bad weather than road transport.
· There is less damage to the environment, for instance, due to air pollution, and it is safer to carry dangerous goods by rail.
· The train is much safer with very little chances for anything going wrong.
  DISADVANTAGE OF RAIL TRANSPORT
· The problem of transhipment. Only a few industrial customers have their own sidings. For the other lorries are necessary for at least part of the journey, and in this case many customers, decide to use lorries for the whole journey.
· Damages and delays. The transhipment means extra handling, which, as we have seen, adds to the risk of damages or theft. It also means long delays in shunting yards while a full load is assembled. Such delays may be expensive to customers, because goods held up in this way represent extra capital tied up in stock.
· Size of overheads. It is very difficult to estimate the cost of delivering a given consignment of goods by railway. The reason for this is the enormous range of overhead costs that the railway has to bear: the capital costs of the track, signalling, rolling stock, terminals and managerial staff.
· Short journeys by rail usually waste time and money, particularly where the consignments are small. Only where bulk loads are carried on a continuous basis does railway have real advantage.
· Rigidity. Timetables impose rigidity on the railways, which the road haulers do not suffer from. The manufacturer who operates his own fleet of lorries, and can programme them exactly to his own requirement enjoys the greatest flexibility.
· Rail transport cannot deliver door-to-door. It is tied to the railway line and only serves towns and places along the railway line.
· It is not suitable for emergency, which requires urgent delivery of goods.

SEA TRANSPORT.
Road and rail transport carry bulk of inland consignment, but most of our international trade relies on sea transport; though an increasing amount is being carried by air. There are several types of sea transport available and the following are some of them:
TRAMP SHIPS: These ships do not have fixed routes or timetable and no not normally carry passengers. They go where business takes them, and may be chartered, for example this is very common at the Baltic Exchange in London, the chartering can be done under two types of arrangements, such as, time charter, hiring the vessel for a specific period of time or for a specific voyage, voyage charter. Their rates are likely to be highly competitive, for their owners need to keep them working at all times.
COASTAL SHIPPING: This is really an alternative to inland transport for bulk trade. It may be more economical to send coal or timber, for example, round the coast rather than inland. In addition, large ocean-going tankers cannot ain access to some refineries, so   their cargo may be discharged into coasters to complete its journey. Refined oil is often distributed in this way.
PASSENGER LINER: These are ships built primarily for carrying people, although they may also carry some cargo. They follow fixed routes and keep to a regular timetable. For this matter delivery, dates can be guaranteed. However, they charge high freight cost so most freights is limited to high value cargo only. They usually call at main ports throughout the world. The advantage is that transport can be planned and space booked. Charges are usually fixed jointly by shipping conferences to which their owners belong.
CARGO LINERS : These are ships used mainly for delivering goods although they may also carry a few passengers. They operate on fixed routes and to a regular timetable. These ships will leave the port on time even if some of the scheduled cargo has not yet arrived. They too belong to shipping conferences, or organisations of owners of liners, and their charges are fixed jointly.
BULK CARRIERS: These are ships used for mainly carrying large quantities of one good e.g. ore, grain, timber or coal. Refrigerated ships used for transporting fresh produce are also bulk carriers.
ROLL-ON-ROLL-OFF FERRIES: Roll-on-roll-off ferries are ships specially designed to allow vehicles to drive on and off without difficult. They are usually used for short sea (water) trips e.g. for crossing a big river or a canal. They enable door-to-door delivery service to be provided without time consuming of loading and off loading of goods. It also cuts costs and reduces the chances of loss and damages of goods on transit. There is a ferry at Kazugula, the boarder between Zambia and Botswana, for crossing river Zambezi.
CONTAINER SHIPS: These are cellular designed vessels used to carry large standardised containers that can be loaded and unloaded quickly by crane.

TANKERS: Tankers are a type of bulk carries used to carry liquids, especially oil. They are specially designed to maximise safety and simplify loading and unloading of the liquid. Their large size helps to cut costs of transporting large amounts of oil, which is demanded worldwide.

ADVANTAGES OF SEA TRANSPORT
· Sea transport is a relatively cheaper means of transport particularly over long distance
· Very large quantities of goods can be carried in one shipload so the cost per unit of goods transported comes down.
· It is suitable goods which are not urgently required, which are usually ordered in advance for example, cars and machinery
· The use of containers keep costs to a minimum and increase the safety of goods as it minimises handling of goods on transit
· Sea transport provides a cheap transport linking all continents of the world as all continents have long sea coasts
· The way is free, you only need to build ships, ports and dock facilities.
· Tramp ships provide a very flexible service as they are not bound to a fixed route
· Special vessels such as oil tankers and reefers can be built for specific cargoes.

DISADVANTAGES OF SEA TRANSPORT
· Sea transport is relatively slow. As a result, it is not suitable for urgently required goods such as medical supplies required in the battlefront or an accident scene, or for emergency evacuation of flood victims.
· Sea transport does not offer door-to-door services as some areas have no water.
· Damp air and salty conditions at sea together with long sea journeys means goods have to be well packaged to protect them and this can be expensive.
· Bad weather can easily cause serious delays and losses at sea
· Goods can easily be lost or damaged especially where containers are not used.
· Sea transport requires other forms of transport to take the goods to and from ports to and hence, transhipment is inevitable.
· Landlocked countries like Botswana, Zimbabwe, Lesotho and Zambia do not get full benefit of sea transport.

CONTAINERISATION

Containerisation refers to the use of containers to carry goods. Containers are standardised strong metal boxes used to pack goods ready for transport. However, containers are not a separate method of transportation. They are only used for packing goods and can be carried by truck, rail or ships and to a limited extent, aircraft.
Probable the most important development in the field of freight transport, in recent years, has been the introduction of containers. Goods are packed into containers at the factory and delivered direct to the destination as a unit load. They are quickly loaded onto specially designed ships, trucks, and railway wagons using cranes. The use of containers has therefore, provided firms with a fast, cheap and reliable method of transporting large quantities of goods.
ADVANTAGES OF CONTAINERS
· Cranes which means reduced labour requirement and lowe transport costs handle containers.
· Less warehousing is needed since loaded containers can be safely stored outside.
· Containers are made in standard size so they can be used in rail, road, sea and to a limited extent air transport,
· Vehicles, ship and rail wagons can be fully used as container vessels have special designs to carry containers. The benefit of this is that more goods can be carried per trip than it was originally possible.
· The use of containers simplifies loading of goods at terminals as cranes are used. As a result, the ship turnaround time at port is for example, reduced saving harbour dues as well as freight cost.
· Packaging and insurance cost are reduced, as containers are very strong and safe.
· The risks of damage and pilferage are reduced, as containers are very strong and safe.
· There is an arrangement called grouping, which is used where a businessman or woman has less than full container load (LCL). It enables traders to put together goods going to the same town in one container.

DISADVANTAGES OF CONTAINER
· Not all vehicles and ships are standardised to carry containers. This means a company might still have to hire standardised trucks.
· Not all terminals (ports) have mechanised container-handling facilities. This would require expensive upgrading of ports for them to be able to handle containers
· It requires large capital investment to establish container ports
· They are not economical for carrying very small loads as there would be wastage of space
· Many hulky goods such as timber, iron, ore, and motor vehicles are unsuitable for transportation in containers
· The use of containers in air transport is particularly limited because of weight restriction.

AIR TRANSPORT

Sea transport continues to dominate international trade and will do so for the foreseeable future, but an increasing amount of the world’s trade is being carried by air.  Most countries have national airlines, which are controlled by the government, and a few private ones, which operate, scheduled flights between countries of the world. Air cargo can be sent by either chartered flights, where an aircraft is specially hired to carry a large quantity of cargo, or by scheduled flights which are flights leaving and arriving on set days at set times. Zambia has international airports. 
What do you think are the reason why air transport has increased in usage? 
Overall, air transport still carries relatively small proportion of freight although it has increased rapidly in recent years. The building of larger aircraft, more airports world-wide and provision of better storage facilities at airports has, however, led to a marked increase in the volume of air traffic in recent years.
ADVANTAGES OF AIR TRANSPORT
· Speed of delivery is important for some consignment. Mail, newspapers, medical supplies and other emergency requirements come into this category. An even more important factor in the growth of air transport is the need for machinery and components to be available at short notice. Office machinery, computer components and vehicle spares can now be rushed quickly from one side of the world to the other. This advantage of speed for air transport may also prevent hold-ups in production, and thus save expensive capital assets from standing idle. By having components delivered by air in small consignments rather than by sea in large consignments, it may be possible to economise on warehousing facilities, thereby releasing capital and space for more productive uses.
· Cost: Although the rate per tonne is higher by air than by sea, the cost of transport must be related to the value of the goods being delivered. If the goods are of low bulk, land high value they can absorb the cost of airfreight without a large increase in their price. Many Zambian agro exports, such as flowers baby marrow, baby corn, etc belong to this category. On the other hand, the price of copper cathodes would increase significantly if it were sent by air.
· Incidental expenses. Expenses associated with exporting are often lower when goods are sent by air. For example, when sea transport is used, goods may have to be well packed to protect them against the effect of weather or corrosion by seawater; less elaborate precautions are normally needed for goods sent by air. Moreover, since the goods are in transit for a shorter period, insurance charges are usually lower.
· Goods can move quickly from one place to another by a combination of routes on a single ticket. This saves time, money and energy. 
· Both sea and land can be crossed in one journey without the need to transfer people or cargo from one mode to another. This saves a lot of time and money.
· Special containers are now being used to speed up cargo loading and unloading at airports, since huge cranes handle them mechanically.
· The air is free; you just build aircraft and airports.
· It is free from obstacles found on the ground such as thick forests, rivers and mountains although many planes have ever crashed on mountains due to poor visibility.
· New and large aircrafts are now being built which are able to carry large loads.

DISADVANTAGES OF AIR TRANSPORT.
· It is an expensive means of transport, and because of weight restrictions, it is not suitable for heavy (and bulky) goods like cement, coal, iron ore and timber.
· The carrying capacity of aircraft is limited in terms of weight, volume and size. An aircraft cannot carry any extra wide or long goods sticking out of the window whereas trucks can carry them as abnormal loads.
·  Air transport is only suitable for high value and low bulk goods which can offset the high carriage charges
· Air transport is very sensitive to bad weather; for example, it can be easily halted or disrupted by strong winds, heavy rains, mist or fog.
· It is not suitable for short distance journeys. This is because most airports are out of town. In addition checking-in at the airport take a long time and worst still, you have to get to and from the airport by road.
· Air transport causes pollution, especially noise. This partly explains why most airports are out of town.
· Aircrafts are very expensive to build and yet they have limited carrying capacity. This results in very high service charges.

INLAND WATERWAYS

This is transport by lake, rivers, canals and dams using crafts such as barges, boats and canoes. In some countries canals, navigable by rivers and lakes provide an inland waterway transport system, with barges moving goods from one place to another. In East Africa, for example, a lot of trade is carried out over lake Victoria, which is incidentally shared by all three countries Uganda, Kenya, and Tanzania.
ADVANTAGES OF INLAND WATERWAY
· It is cheaper than other transport (road and rail) because of the low energy cost.
· It provides a smooth carriage, suitable for fragile goods like glassware, chinaware and pottery.
· Barges can efficiently carry large loads of bulky goods such as coal, cement and iron-ore.

DISADVANTAGES OF INLAND WATERWAYS
· It reaches only limited number of locations
· It is very slow because of the restricted speed of barge and many locks on some routes
· Many waterways, especially canals are very narrow and cannot take wide barges
· Labour costs is high in relation to the short distance which can be covered daily
· In cold climate, the waterways may freeze in winter and stoop transport completely
· Canals are very expensive to maintain. For example, banks, locks and aqueducts need regular attention and the canal need to be regularly dredged to keep them deep enough for large barges to pass through.

PIPELINE TANSPORT
Pipelines are used for transporting water, gas, and oil without using vehicles. It is attractive and safe although it is costly to install and only transports a limited range of goods. Pipelines have always played a very important role in the petroleum industry in Zambia. The Tanzania, Zambia (Tazam) pipeline has always been used to transport crude oil from Dar-le- salaam to Ndola.  The project of construction was facilitated by a loan advanced to the government of Zambia by the peoples republic of China.
11.4.4 DOCUMENTS USED IN TRANSPORT
11.4.5 FACTORS CONSIDERED WHEN CHOSING THE MODE OF TRANSPORT
A business has various methods of transport such as road, rail, sea and air transport to choose from. However, before deciding, which method of transport to use for transporting a particular consignment of goods, a businessmen or woman needs to consider the following:
· COST: The cost of transporting goods usually depends on their type, distance and weight or volume. It is important to realise that transport cost forms part of the price at which goods are finally going to be sold. So it must be considered seriously when choosing a method of transport. Generally, expensive transport like air is suitable for valuable goods like diamonds, medicine, and jewellery whereas the cheaper forms of transport are suitable for transporting cheap and bulky goods such as grain, coal, timber and bricks. In addition, transport charges tend to decrease with distance so it is better to send heavy goods by rail, which is rather cheaper, if the distance involved is long.

· URGENCY: If the goods are required urgently, the quickest means of transport like air is used. For example, if emergency medical supplies are required at an accident scene or a battle front it cannot be sent by rail because it is slower, Also a consignment of computer spares which are urgently required, may be sent by air. However, if goods are not urgently, then slower methods like rail and sea can be used.

· DISTANCE: When sending goods over a short distance, road is preferable as it offers door-to-door delivery service. For longer distances, however, rail and sea transport are more suitable. The time saved by faster means of transport on a short journey is less significant than on a long journey.

· NATURE OF GOODS: Some goods like pottery and glass products are fragile while others such as meat; bread and fresh fish are perishable. Clearly, fragile and perishable goods cannot be transported in the same way as bricks, coal and furniture.

·  SIZE AND WEIGHT OF THE GOODS: It may be impossible to send certain types of goods by some types of transport because of their weight, and width. Road transport is more flexible in this respect. This is why heavy trucks display the sign “ABNORMAL,” can be seen on the roads carrying extra wide loads of either machinery or other vehicles. This is not possible by air. A slight overloading of an aircraft can cause serious accidents, leave alone the fact that you cannot load an aircraft with some goods sticking out through the window. Generally, bulky and heavy goods such as coal, ores and timber are better sent by rail, whereas small packages of goods such as stationery, groceries and clothing might be better sent by road.

· QUANTITY: It is more economical to use large ships like super tankers if the quantity of crude oil to be transported is large. However, where the size of load is too small to justify hiring an expensive method of transport, it is economical for a businessman to combine loads with others to reduce costs.

· SAFETY OF GOODS: The chances of theft or damages of goods on transit are greater in some method of transport than others. This is even more so when sending especially fragile and valuable goods such as window glass, chinaware and porcelain. The use of containers has however reduced this kind of risk.

· TERMINAL :The terminal is where the journey begins and ends. It could be a railway station, seaport or an airport. It’s important because to a large extent the influence of your decision would depend on the geographical location of the sender and the consignee. Road transport offers door-to-door services and the terminal may not be an important consideration but for sea, air and rail it is very important. A sea journey for landlocked countries would mean using another from of transport to complete the journey, from the port. This might end up increasing the overall cost of sea transport.

· THE REPUTATION OF THE CARRIER: A particular carrier may be known to give a reliable service and will therefore be preferred to others.
11.4.6 FUNCTIONS OF PORT AUTHORITIES

Port authorities are responsible for providing dock facilities to enable ships to dock, load, unload, fuel and get other provisions efficiently. These facilities affect the cost of sea transport.
Facilities provided by the port authorities

· Good transport connections inland. Port authorities ensure easy access by linking the port to the road and railway network by a system, which is capable of handling the volume of traffic that passes through the port. This requires careful planning
· Mechanical handling facilities like gantry cranes as well as jetty, Pneumatic pumps and other facilities to ensure speedy discharge and loading of vessels.
· Warehouse and office buildings for shipping companies, banks, restaurants, Customs and immigration authorities and any other organisation using the port.
· Ship repair yards e.g. dry dock facilities for routine maintenance and repairs to be effectively carried out on ships
· Sheltered docking and deep-water access. Port authorities ensure that coastal waters are deep enough for big ships to land. This is done by carrying out regular dredging
· Specialised facilities for handling certain cargo such as timber, loose grains, coal, oil are usually provided.
11.4.7 TRENDS AND DEVELOPMENTS IN TRANSPORT
Trends in transport are actually  new developments that have taken place: the following are some of them:

· ROAD TRANSPORT:

i. developments of roads that bypass towns 

ii. introduction of container carrying trucks

iii. introduction of cleaner fuel such as unleaded fuel.

iv. The growth of private transport

v. Introduction of faster and more reliable trucks

· RAIL TRANSPORT:

i. Introduction of container carrying trains

ii. Simplified cargo handling resulting in improved speed’

iii. Simplified and more effect timetables
iv. Direct links to ports
v. Introduction of more comfortable and faster  passenger trains

· SEA TRANSPOR

i. Introduction of mechanised cargo handling equipment

ii. Provision of better storage facilities at see ports

iii. The building of more sea ports worldwide

iv. The building of faster and more reliable ships

v. Developments of free ports

· AIR TRASPORT:

i. The construction of more new airports worldwide
ii. Building of larger and more faster aircrafts

iii. Improved loading facilities

iv. Development of Special light containers for air cargo
11.4.8 EFFECT OF TRANSPORT TO THE EVIRONMENT

Student!  Research on he effects of transport to the environment
WAREHOUSING

11.5.1 DEFINITION OF WAREHOUSING
Warehousing is the name given to the protection given to goods from the time they are produced until when the customers need them. It is actually storage, but it should not be restricted to goods but raw materials and equipments as well. If there were no facilities for storage, producers would only be required to produce enough goods to be bought and consumed by the customer on a daily basis. In this way mass production and all its benefits would not be enjoyed.

11.5.2 REASONS FOR  STORAGE
· Warehousing provides the place for the safe keeping of raw materials, partly finished items and finished goods
· Warehousing is very important for agricultural goods such as watermelons, tomatoes, maize and the like, that are produced seasonally. Cold storage warehousing preserves them and hence prolongs the life of especially those that are perishable and enables consumers to obtain them throughout the year.
· There are goods such as Christmas cards and jerseys, which are seasonal in demand i.e. they are only used during certain seasons. So when they are produced they have to be stored until demand for them appears.
· Warehousing makes it possible for us to have an even supply of goods, especially those that are imported from other countries.
· Warehousing protects goods from damage due to bad weather. This is because they are refrigerated or insulated to prevent rain or adverse heat or cold from affecting goods. In addition it also protects goods against theft/pilferage, as most warehouses are equipped with the necessary facilities to make it difficult for theft to occur.
· Warehousing provides storage for goods in transit (i.e. while they are being transported) either at sea ports, airport or railways terminals especially where transport is immediately available.
· Warehousing helps to stabilise prices. It evens out supplies and in this way prices remain fairly stable. If there were no storage facilities, supply and prices would fluctuate from time to time, causing severe problems to consumers. Either shortage or excess goods on the market usually cause fluctuation in prices.
· Warehousing is necessary for some goods such as wines, spirits, tobacco and cheese to mature. These goods improve in quality overtime. The best wines, for example, are the ones that have stayed in the vat longest. Production is usually ahead of demand. This time lag between production and demand is bridged by storage.
· Warehousing provides the space for the retailers to inspect the goods before buying them.
11.5. 3 TYPES OF WAREHOUSES

There are so many types of warehouses that it is difficult to analyse them one after the other in full. But generally the following can be recognised.
The Wholesale Warehouse

The large scale storing of goods has always been the work of the wholesaler. Warehousing is probably still the most important function of the wholesaler. The wholesaler buys goods in bulk and keeps them in their warehouse before selling them. Most wholesalers operate warehouses, which give them the space not only to protect the goods but also to break the bulk, prepare goods for sale and to allow retailers to come and inspect goods before they buy them. It is for this reason that, in a number of trades, the wholesaler still remains the main link between producers and consumers. The organisation of the wholesale warehouse varies from one wholesaler to another but most large wholesaler warehouses are run in much the same way as other business undertakings. They have an organisation structured with various departments like accounts, purchasing, sales, marketing and administration department, each performing specialist function.
Cold Storage Warehouse

This is a form of specialist warehouse used mainly for the storage of perishables like fruits, meats, fish, milk, butter, cheese and so on. The development of cold storage together with refrigerated containers has therefore been a big boost t6o trade in perishable goods as it enables them to be exported throughout the world without the fear that they will go bad.
Manufacturer Warehouse or Depot

Manufacturers operate warehouses where they store raw materials, components, tools, spares and the machinery necessary for production to take place. In the same way they store finished products before transporting or selling them. To the manufacturer, warehousing provides a reservoir of raw materials that enable production to go on without interruption. In addition, it enables them keep a stock of finished goods that can meet the demand of their customers most of the time.
Public Sector Warehouse
Many government departments have large depots e.g. the Ministry of Works or Ministry of Education Departmental Stores. There are also parastatal bodies like the Food Reserve Agency (FRA) in the Ministry of Agriculture and Co-operatives, Nitrogen Chemicals of Zambia and many others who have large warehouses for the storage of farm implements land requisites. FRA warehouses are perhaps the most elaborate form of public warehouses. They run a number of grain stores, sometimes called Silos, like the ones at National Milling, Cairo Road in Lusaka. The organisation is quite important for it holds government’s food strategic reserves. It buys grain from farmers and stores them with the view of ensuring a steady supply so as to minimise fluctuations in prices of the staple food maize meal.

 Seaports and Airport Authority Warehouse

Warehousing facilities provided by these authoritie3s facilitate the worldwide distribution of goods in international trade. It is common for goods to be stored while on transit, at ports and airports because transport is not immediately available or because they are pending customs clearance.
Large Scale Retailers Warehouse

Large-scale retailers such as “Shop rite Checkers, Spur Supermarket” have large central depots situated in various regions. They usually buy goods in large quantities through their central purchasing department and keep them in those warehouses from where they supply their branch outlets.
The Builder’s Tool Warehouse

This may appear temporary and rather disorganised but it is important at a construction site. It is obvious that building materials ought to be close to the site. In it, the builder keeps not only his tools but also the building materials and of course the site rations and their uniforms.
Bonded Warehouses

These are warehouses used for the storage of dutiable goods only which duty has not been paid. They are under the strict control of the customs and excise authorities. Goods are only released from them when duty is paid. They are very imp0ortant as they facilitate international trade and also enable the customs authorities to enforce the payment of duties, an important source of revenue to the government. Bounded warehouses might be the preferred to other types of warehouses when the imported goods are dutiable and the trader does not have sufficient capital to pay the duties immediately.
COMMUNICATION

11.6.1 DEFINITION OF COMMUNICATION
Commerce can only flourish when there is contact between all the individuals and institutions involved in trade: Communication is the process of transmitting information from one person or firm to another. It is the making of contact between people, organisations or between places. 
A person or organisation can communicate with another in written, oral, visual or physical form. Many organisations provide the means by which other organisations can make contact with them. In Zambia, the Zambia Telecommunication and the Zambia Postal Services are examples of such firms who are paid to provide the means by which other firms can communicate.

11.6.2 NECCESITY OF RAPID AND ACCURATE TRANSMISSION OF COMMERCIAL INFORMATION
Communication is such a powerful tool of both marketing and administration that every business relies on for their survival. In practice no organisation can function without an efficient internal as well as external communication system. Effective communication is essential to a business for a number of reasons some of which are:
· Internal communication enables managers to issue instructions to their staff to tell them what to do. This enables the business to operate smoothly and efficiently.
· The staff are also able to pass their grievances or suggestions to management in an amicable way if there is a well established and reliable line of communication
· Management can keep staff informed of what is going on so that they are able to perform their work better and enjoy what they are doing. Workers need to be informed of such things as working conditions, pay, holiday, safety regulations, training opportunities etc.
· External communication enables the firm to contact its customers either by fax, telephone, letter, E-mail or telegram to remind them either to pay due accounts or to invite them to buy new products available for sale.
· It enables a firm to receive orders from customers and contact its supplies, to either place orders for goods/raw materials or send payments for goods ordered.
· A firm can contact its customers, suppliers and other firms by either telephone, telex, fax, or E-mail in order to check and establish the market price and conditions
· A firm can discuss problems, complaints, queries, etc. with its suppliers or customers and or other businesses.
· Worldwide communication systems widen the extent of overseas (foreign) market by enabling foreign customers to be contacted speedily by telecommunication services, or airmail. 
11.6.3 IMPORTANCE OF THE TELECOMMUNICATION AUTORITIES
This authority was established by an act of parliament of 1999. The principal responsibility of this authority is to regulate the communication industry both postal and telecommunication. The need for such an independent
The authority among other things is mandated to:

· License all companies that set up communications facilities in Zambia in the likes of Airtel, MTN, Business centres, Courier service providers like DHL etc.
· Regulate the industry as in providing guidelines of operation and intervene in time of disputes.
· Carry out inspections of such facilities, to certify the quality of service provided and safe guard the security of the country.
· Postal Services (ZamPost)
· This is one of the oldest means of communication in Zambia. Since 1956, postal services in Zambia have been expanding rapidly. By 1980 all the 73 district of Zambia had at least a post office.
11.6.4 IMPORTANCE OF POSAL AND TELECOMMUNICATION SERVICES
One of the most important functions of the post office is to convey letters. Letters are the most basic method that a firm can use to make contacts with its customers, suppliers or other firms. Although letters are slower than telephone or other electronic means of communication, they are cheap and provide a written form, which enables them to be stored in a simple filling system, and to be read without the aid of expensive reading or transmission devices. Most business letters have a printed letter head, which shows the name of the firm, address, and other information that is important to people and organisations the firm corresponds with. In some countries, due to the demand for speedy delivery of letters, post offices have introduced postcodes, which enable them to sort mail automatically using computers. This has in some cased increased the speed of handling letters and resulted in faster transmission of commercial information for the business community.
WAYS OF SENDING LETTERS

First Class Post

This is a fast method of sending letters although it is slightly expensive. Usually, letters posted by first class services early in the day are sorted and sent very quickly and may be delivered on the next working day. This service is very useful. A trader may use it when sending urgent and important letters, business documents or even payments especially by cheque.
Second Class Post

The post office also offers second-class post. It is a service used for less urgent or perhaps heavy letters weighing more than 750g. Second class mails are usually delivered within three working days of posting. It is slower but cheaper and can be used for sending printed matter such as catalogues, pamphlets, trade journals, minutes of official meetings etc.
Parcel Post

The post office operates a parcels delivery service for parcels up to 10kg Wight. Although this is not an economic way of sending large consignments of goods, the post office parcels services handle thousand if not millions of parcels per year.
Airmail

This is the type of mail that is conveyed by air from the office of origin to the office of destination. Postage rate is a little higher than for those conveyed by rail or car and it is charged by weight.
Express Mail

This service is available for letters and parcels up to a certain size and weight. The word “Express” must be written clearly in the top left-hand corner of the package. In Zambia for example, special stickers are used to indicate that the mail is to be sent by express service. Charges for the service are based on distance and weight. For long distances, it tends to be expensive. Firms or organisations, individuals with physical address and not postal codes can also use it.
Registered Mail

This service is used for sending valuable documents or items need a high degree of care. They are recorded at the time of posting and, the sender is given a certificate of posting or receipt as proof of posting. Mail items in this category are handled in a hand-to-hand delivery; right form the sender straight to the addressee. The receiver must provide proof of identification and sign a post office slip when receiving the mail as proof of delivery. The letter, parcel or packet must have a large cross on it. The main advantage is that registered mail is very safe. If a registered mail is lost, the post office will normally pay compensation up to certain amount, proportionate to the value of the packet and the registration fee paid on posting.
Cash-on-Delivery

This service enables a trader to send parcels to customers by post and ask the post office to collect the payment when delivering the item. The money is the remitted to the trader y the post office, less a small charge. It is widely used by mail order firms.
Surface Mail

As the name implies this class of mail is conveyed over the surface by mail, truck, and boats in some areas. Postage rate is lower than that of airmail and it is determined by weight. It can be use by businessmen to send less urgent messages. The main advantage is that is very slow.
Courier Services

Zambia Postal Services currently operates a courier service named Expedited Mail Service (EMS). EMS now operates along the line of rail extending from Livingstone to Chililabombwe. It has also been extended to cater for international needs and its operational in all SADC countries and COMESA. EMS mail is given priority over other mail items in custom clearance and it is delivered straight to the customers’ home or office and not sent through the postal boxes or bags.
Financial Services

One other service that is provided by ZamPost is sending of money (through the post office). Two options are available to customers namely, by money order or postal order. Money can be sent by money order using the postal money order or telegraphic money order. Telegraphic money order essentially uses the fax. What happens is that the receiving post office faxes a message to the paying post office to effect the payment of the sum in question to the named payee. It is a very fast method of sending money that can be used if there is need to send money urgently to someone. Usually a commission is charged for the service.
Agency Services

Apart from the core business of the post office, the Zambia Postal Services also provides agency services on behalf of other organisations. For example, currently ZamPost is an agent of the following:
· Zamtel

· Savings and Credit Bank

· Western Union Money Transfer

· Road Traffic Commission for Vehicle licenses

· National Pensions Authority (NAPSA)

Philately: Issuing of postage stamps and historic items of the post office is done by the department of philatelic products depicting postal events and sold at eh post office, e.g. first day cover envelopes and postage stamps.
 Data Post: This facility provides door-to-door overnight service for transporting packages by road so that they can reach their destination by next morning. It enables packets to be collected and returned at times prearranged with the post office. It is a speedy and reliable service for sending packages and exchanging data such as computer material.
Poste Restante: This service enables letters or parcels to be addressed to a post office for it to be collected in person. The parcel or letter must be marked “poste restante” meaning “to be collected in person” and addressed with the name of the person to whom they are sent and the address of the main post office in the town. The addressee then calls at the post office to collect the mail across the counter. The service is useful for a person who is visiting a town and does not know where he/she will be staying or for how long and still wishes to receive mail.
Business Reply Services: This service enables members of the public to send short replies to businesses without having to pay for a stamp. Mainly traders who are advertising their goods and are anxious to encourage replies from the public use it. Before the service can be used, a license must be obtained from the post office and a deposit paid to cover the likely cost of delivering the letters. When they are delivered, the letters are subjected to s small surcharge over the ordinary letter rate.
Recorded Delivery: This facility provides a proof of both posting and delivering. Letters sent by recorded delivery are not posted in the posting boxes but delivered to the counter where they are recorded and a receipt given to the sender as a proof of delivery. The receiver signs a form to say that the letter or parcel has been received. If lost or damaged a small compensation is paid by the post office.
Freepost: A variation of the business reply service is the freepost system. With approval from the post office and an advance deposit to cover the cost. Letters will be delivered by second-class mail, though again the post office imposes a small surcharge on the usual second-class rate.
TELECOMMUNICATION

While the mail services provided by the post office grow steadily, the most direct and immediate communication is provided by the various telecommunication services of many of the service providers like, Zamtel, Airtel, MTN etc. Some of these services have the additional advantage of giving the recipient a typewritten or printed record of the communication.
The Telephone

Business life today would be inconceivable without the telephone. Charges are made by a combination of a fixed quarterly rental and payments proportionate to the number and length of the calls and the distance over which they are made.
The majority of subscribers are now linked to the Subscriber Trunk Dialling (STD) system, which enables one subscriber to dial direct or any other on the system. This is much cheaper than making calls via the operator, although the chances of misdialling are greater.

Speed is the immediate advantage of the telephone. A trader, for example, can place an order for goods or get a quotation for them much more rapidly by telephone than by letter. Moreover, there may be details of the job or consignment to be discussed, and this can be achieved more efficiently in the five-minute telephone conversation than by the exchange of three or four letters.

It is important, however, that agreements made by telephone are confirmed in writing as soon as possible, for two reasons.

Without written confirmation there would be no evidence of a contract between the two parties, and it is easy to imagine the difficulties to which this could lead

Word can easily be misheard over the telephone, and a written follow-up avoids any confusion

To ensure that the best use is made of the telephone system, Zamtel provides a number of ancillary services for subscribers, though not all of them are designed for businessmen;

Directories. In addition to the basic directories containing an alphabetical list of the subscribers in a given area, classified trade directories are also available. The best known of these is the yellow pages, which make part of the telephone directory. The advantage of the yellow pages is that the subscribers can readily obtain the telephone number of, for example, a plumber, because all the local plumbers will be listed in the same place in the directory. Thus, plumbers and other businesses enjoy a quite and inexpensive kind of advertising.

Directory inquiries services. This assists callers unable to trace the number of the person they wish to call. (Sometimes a subscriber deliberately chooses to have his number excluded from the directory, because he does not want it to available to everyone. In such cases, Directory Inquiries will be unable to help).

Redirected calls. Sometimes it may be inconvenient for a person to accept calls on his normal number. In this case, Zamtel can intercept the calls and redirect them to a number where they can be dealt with. This service operates when people have to change their numbers or when, as happens with family doctors, they are temporarily off duty.

Telex

Tele-printers have been described as a cross between the telephone and typewriter. Subscribers to this service have a tele-printer installed in their offices and are given a number in the same way as a telephone users. Messages can then be sent to other subscribers; the telex operator types the message out and it is automatically printed at the recipient’s office, even if there is no one there to receive it. The main advantage of this system is that messages can be received at any time of the day or night, so when offices open in the morning in Lusaka, written information is already to hand out price changes or other developments that have occurred in Tokyo.
Telemessages

These have replaced telegrams as a means of communication quickly with people within the country without a telephone or telex. The message that you wish to send is dictated over the telephone to the operator. The message is then transmitted by telex to the office nearest to the addressee and ZamPost guarantees that it will be delivered with the first class post the following morning. This is not so efficient as the former telegram service, which normally provided same day delivery. The overseas telegram service remains.
Prestel

Prestel is a system, which allows a subscriber to have information extracted from a computer through the telephone network displayed on an adapted television set. The subscriber cans dial into any 150,000 pages of information on a wide range of subjects. Many of these deal with current events and are constantly updated, thereby providing businessmen with immediate checks on such things as commodity prices and interest rates.
Major developments include DATEL, the transmission of computer information via telephone and telegraph systems, and the provision of the data processing services for commerce and industry through National Data Processing.

Fax (Facsimile)

This service enables a business to send exact copies of a document to distant places using telephone lines. The document is reproduced (in fact, photocopied) immediately at the receiving end. The fax machine is plugged into the telephone network and the bills are added to the user’s telephone bills. It is used for sending urgent documents as quickly as a telephone call. It is much faster than letters. It can transmit documents whether printed, typed, hand-written or drawn plans. Its main advantage is that it can be received 24hours a day even when it is after working hours for as long as the machine is left on.
Electronic Mail (E-Mail)

Electronic mail refers to a variety of facilities, which allow computer users to communicate with other distant computers in different parts of the world. Businesses can use it to rapidly exchange printed communication using telecommunication links. Its greatest advantage over the post and fax is that it is faster and more flexible and the message can be as short or as long as you like. You can send files, spreadsheets, graphics, database, and even audio and video files via E-mail. The other advantages of E-Mail is that you only need to make a phone call to send the message anywhere in the world.
Confravision or Videoconferencing

The confravision services allows people situated at different distant locations to hold face to face discussion, but without the inconvenience of everyone travelling to the same meeting place. It provides studios which link up by sound and vision, so that discussions (in fact meetings) can take place as if all those attending were present in the same room. Its greatest advantage is that it eliminates the need for time-consuming and expensive travel. In addition, it eliminates the trouble of arranging overnight accommodation and having to face the hazards (of long distance travel and sometimes inevitable) and delays that might occur. This service is not yet fully appreciated and easily accessible in Zambia.
Radiophones

This service provides mobile telephones, which can be hand-held, installed in a car phones or on trains and express coaches.
Radio Paging

This service allows a user to send a telephone number or message to another user. It provides a bleeper, which warns people of the message, either, that they are required, for example, to return to base or to their phone. Messages of up to 2200 characters can be sent. Some systems are so advanced that they provide a visual display on the pager, of up to 70 characters, called message masters. It is commonly used in shops, factories, offices and hospitals.
Datel

This service allows a computer in a firm to communicate with computers on sites in other parts of the country as well as in many countries around the world. Though the use of modems attached to the telephone network, data can be transmitted quickly between various computers around the world. Multinational companies and chain stores to transfer information on daily sales to be compiled at their head offices can use it, for example Shoprite Checkers Limited.
International Telegram

This facility allows printed messages to be sent or received from other countries. The message is given to the telecommunication authorities by either telephone or telex for delivery to the addressee. A message can be sent to an individual or to multiple addressees and it arrives in a distinctive envelope. It has only one big disadvantage i.e. it is very expensive. As a result, it is appropriate to only use it for sending short messages.
Internet

The Internet is a global network of computers, which gives millions of users throughout the world access to the most dynamic from of communication and information. Ti is essentially one network, which is the sum of thousands of individual private and public networks interconnected by satellite, fiberoptic and cable systems. It allows people to communicate, in act to “talk” to other people, to shop for goods and services, for education and entertainment. The most common users are E-Mail, the worldwide web and news groups.
Use of Satellite

Satellites and their earth stations are essential for transmitting, for example, television programs around the world. Sporting events like the world cup soccer and Olympic games can be seen live and clearly around the world via the satellite.
View Data

View data is a facility that allows tow way communication where subscribers (users) can make bookings, place orders, access their bank accounts and send messages. Individual businesses can have their own view data services allowing them to link their various branches and offices using he prestel computers. Charges are based on telephone distance, complete time and frame character for the information given.
Teletex

This is a new service faster than telex, which allows business letters to be sent from one computer terminal to another in any part of the world over the public telephone network. While the message is being sent or received, the terminal can be used for some other function, such as word processing.
Toll Free Service

This is a service which allows your customers to make free call to specific numbers in your organisation, the number will allow you to pay for the calls that your customers make to communicate with your business. A billing number will be assigned to your company to provide for monthly rentals and call charges.  Customers can make a call to your organisation from anywhere within the country. The main advantages are that it provides a way of bringing your customers closer to your company. It encourages the customer to make more calls to you in order to comment, query, or place orders. This feedback is essential to any organisation, since it provides information that will help organisations to better position themselves in this competitive environment.
Voice Mail

Voice mail is a telephone-activated and voice-prompted system that allows you to leave and receive messages, respond to messages and forward messages to another person’s mailbox. It allows people to communicate at their convenience. In simple layman’s terms, voice mail is what answering machines were a few years ago. However, voice mail is more than answering machine. A communication tool has several benefits. It ensures:
Your calls are answered when you can not

Accuracy and confidentiality of message is maintained
You never miss a call
Continuous availability since it is within the telephone network
A 24hour service
VSAT Network

This is a point-to-point and or point-to-multiple points two-way data and voice satellite based communication network that connects a company’s headquarters with remote or branch offices via satellite. Vsat stand for very small aperture terminals. This service is flexible, fast and reliable for use by large companies whose operation extends to areas, which have no telecommunication infrastructure. In addition, the service is easy to install and relocate.
UNIT SUMMARY
                                                 MARKETING
INTRODUCTION

OUR esteemed student! We now welcoming you to the last unit of the course. You will find this unit as interesting as all the other units that you are now acquainted with.

Upon completion of this unit, you should be able to:

· Explain the word market 

· Define marketing
· State and explain function of  marketing 
· State all the types of markets and their characteristics
· Explain price discrimination 
· Explain product differentiation
In modern society, there is more supply of goods and services than demand of them. For any business to sell their products, they should not only concentrate on production, but they should aim at producing goods and services that will meet customer’s expectations. This, therefore, demands that businesses carry out the best market research in order to establish what the buyers need and want. This requires proper marketing techniques.

Student! What is a market?

Perhaps you are now beginning to think of a physical place where people sell and buy goods like Soweto market in Lusaka, or Kapata market in Chipapta. In this module when I mention the word market, I will be referring to an interpersonal interaction between the sellers and the buyers using various means. 
12.1  DEFINITION OF MARKETING

Student! What do you think marketing is?
A great deal of definitions of marketing have be made by different scholars. Your working definition is that, “marketing is the management process through which goods and services move from concept to the customer which includes the coordination of four elements called the 4P’s of marketing i.e Product, Price, Place, and promotion strategy.

Marketing can also be defined as the action of  promoting and selling which includes market research and advertising. 

Marketing is a process of getting consumers interested in your company’s products and services. This happens through market research, analysis, and a solid understanding of your ideal consumer’s wants and needs. You must now that marketing pertains to all aspects of a business, including product development, methods of distribution, sales, and advertising.

Philip K (1976) defines marketing as, “ the management process responsible for satisfying customer requirements profitably.

Having known what marketing is all about, can you now write down the functions of marketing and compare your list with the one bellow. 

The marketing phase is defined by certain functions, which when followed properly, lead to customer satisfaction which is the ultimate aim of marketing. The paragraphs bellow list and explain the seven (7) functions of marketing and their importance

12.2 FUNCTIONS OF MARKETING

1.  Product and service management: this deals with product/service designing , changing, updating, and modelling as per customers satisfaction. This may involve changing the colour, size, functionality,quality etc.

2. Distribution: this involves how you plan to distribute your products. Here it involves having an idea about channel management so that you can distribute you products carefully. You can plan to distribute your products direct to the shops, go through wholesalers and retailers, go online, or even out of the country.

3. Promotion: this one of the most important function of marketing, almost synonymous with the term itself. Promotion tactics development and increase brand awareness. student, I’m sure you have seen bill boards and hoardings all over the city and along the main roads. The idea is to expose you to different product names or brands as much as possible. Some companies put up road show performances and sales representatives offering substantial discounts on their products..

4. Price:  This is one of the most challenging functions of marketing. Fixing a price for your product/ service requires extensive market research because if you fix a low price, you are bound to make losses and if you fix a higher price, you may not get customers at all. Worse still prices keep on varying as per the market situation. This, therefore, requires constant scanning of the business environment.

5. Selling: You can sell your product/service only if you understand your customers. Selling depends on how much your product is preferred by your target customer base. Therefore, much research should be done to understand customer preferences
6. Financing: This again, is one of the most important functions of marketing. This is so because you need to invest to obtain returns. A firm need to have sufficient finance for advertising its product. In corporate terms this is called, “ marketing funds.”

7. Marketing information management: This function involves understanding your target audience which includes understanding your customers’ interests, needs and wants. This is done by collecting information about them, analyse the same and store it for future use. To  do this, you can do a market survey.

12.3 TYPES OF MARKETS

These are sometimes referred to as market structures. There basically four broad categories market types and these are:

1. Perfect competition

2. Monopoly

3. Monopolistic Competition

4. Oligopoly
The table bellow shows the characteristics of the four market structures ( Types)
	MARKET STRUCTURE
	NUMBER OF FIRMS
	TYPES OF PRODUCTS
	POWER OF FIRM ON PRICE
	BARRIER TO ENTRY
	NON PRICE

COMPETITION

	PERFECT COMPETITION
	Many 
	Standardised
	Non
	Low
	Non

	MONOPOLISTIC
	Many
	Differentiated
	Some
	Low
	Advertising and product differentiations/

	OLIGOPOLY
	Few
	Standardised or differentiation
	Some
	High
	Advertising and product differentiations

	MONOPOLY
	one
	Unique product
	considerable
	Very high
	advertising


PERFECT COMPETITION

Perfect competition has market has the following characteristics:

Firms are price takers: There are many sellers and buyers in the market  and both buyer and sellers do not have the market power to influence the price of the products,  in this market structure the price is influenced by the market forces of demand and supply. All the firms in this market structure are price takers.

Homogenous product: the products being traded  in this market structure by each firm is the same as what the other competitors are selling. In short we are saying there is no product differentiation
Easy entry and exit: There are no barriers to entry in this market structure as firms are free to enter and exit the market.
Perfect information: There is perfect information about market condition especially information concerning the price of a product.
MONOPOLY

In this market structure, one firms is the only supplier of a product that has no substitute. The firm being the sole supplier of the product, it therefore, means it has the power to determine the market price for the product. 

The following are the characteristics of the monopoly market structure;

One Producer (Supplier): there is one supplier or producer of a product/ service in this market structure.
A firm is a price maker: the firms determines the price for the product/service.
Unique Product: there is no close substitute for a product or service.
Very high barriers to entry: New entrants face a lot barriers to penetrate through the market. Such as control of source of raw materials,, patents, Government legislation, costs involved etc
MONOPOLISTIC COMPETITION

This is the combination of the features of the perfect competition and monopoly.

The following are the characteristics of monopolistic competition:

Many firms: there are a large number of firms in this market structure such that firms do not react to each other’s actions.

Differentiated Products/Services: Products in this market structure are close substitutes to each other but not homogeneous. They are differentiated by using non- price competition such as, competitive and persuasive advertising, creative and attractive packaging etc.

Easy entry and exit: there is  no barriers to entry and exist in this market structure. Firms are free to enter and leave the market.The demand curve is not completely flat.
OLIGOPOLY

This is sometimes referred to as “competition among the few.” Each firm in the oligopolistic market produces goods or services that are similar but not considered perfect substitutes for each other. As a result, each firm can influence the competitors market share.

The following are the characteristics of an oligopoly market:

Interdependence: This means that any change in price and output by one firm has a direct effect on the profit of the other firm. Hence, if one firm makes a change, change their price and output.

Reliance on advertising: Firms must spend a considerable amount on advertising and other promotion measures to gain a market share. 

Demand uncertainty: Mutual interdependence creates uncertainty for of the firms. As a result, estimating the quantity demanded at different price levels is extremely difficult.

Product differentiations: When firms produce slightly different products and that differentiation can be discerned by consumers, each firm behaves as a monopolist in terms of price setting and  output determination.

Sticky price: under an oligopoly market structure, prices tend to be fairly stable. This is so because if one firm reduces the price, (in an attempt to gain a larger market share), its rival firms will immediately make the same price cut. Then all firms have reduced profit.

UNIT SUMMARY
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In this unit you have understood that:

Marketing is a process of getting consumers interested in your company’s products and services. This happens through market research, analysis, and a solid understanding of your ideal consumer’s wants and needs. You must now that marketing pertains to all aspects of a business, including product development, methods of distribution, sales, and advertising.

There basically four broad categories market types and these are:. Perfect competition., Monopoly,  Monopolistic Competition, and Oligopoly
The marketing phase is defined by seven (7) functions, which when followed properly, lead to customer satisfaction which is the ultimate aim of marketing, and these are: product or service management, distribution,promotion,price,selling, financing, and marketing information management.
Price discrimination is charging different prices for the same product to different groups of people.

EXAMINATION TYPE QUESTION:
1. With good examples, differentiate between perfect competition and monopoly market structures.

2.  State and explain four function of marketing

3. In the context of marketing, what is a market?

UNIT 1





UNIT 2





UNIT 3





?





UNIT 4





UNIT5





UNIT 6





UNIT 7





UNIT 8





UNIT 9





UNIT 10





UNIT 11





UNIT 12








PAGE  
Chalimbana University, School of Business and Entrepreneurship


Page | 1 


[bookmark: _Toc352936078][bookmark: _Toc352938493][image: Chalimbana]

CHALIMBANA UNIVERSITY

Integrity. Service. Excellence.





	SCHOOL OF BUSINESS AND ENTREPRENEURSHIP



	FUNDUMENTALS OF COMMERCE





BCM 1101





                                                  © 2018









INTRODUCTION

Coming up with a course outline that addresses all the areas of study is one thing, developing the module that will fit exactly in the course outline is another. The School of business and Entrepreneurship endeavors to develop modules that will adequately address and cover all the topics and subtopics outlined in the course and provide activities for students on each and every unit. Module writing will be divided into two parts, namely; the preliminary pages and the content. Guidelines on how to write the preliminary pages and content are outlined below.





1. PAGE ONE

The first page will have the following;

a. Authors, e.g. 

Mr. Sikalumbi, A.D.

Mr. Susiku, A.

Mrs. Fulumaka, H.M.M



b. Publisher: Chalimbana University.

c. Copyright: © 2018 Chalimbana University

All rights reserved.

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by any means, electronic, mechanical, photocopying or recording or otherwise without prior written permission of the copy write owner, Chalimbana University.

2. PAGE TWO

a. Pre requisite: None



b. Rationale/Background e.g.

For businesses to thrive, there is need to look at how they can increase the demand for their products and services such as product design, marketing strategy and advertising strategy among others. This can happen if one has a clear understanding of the meaning and nature of the marketing environment. This course, therefore, will expose learners to both the internal and external marketing environment. 



c. Aim e.g.

This course aims at introducing students to principles and problems associated with the marketing of goods and services. 



d. Learning Outcomes e.g.

By the end of this course, learners should be able to:

· Define the basic concepts appropriate to the field of marketing.

· Demonstrate an understanding of the role and contribution of marketing within an organization.

· Explain the role of marketing in the social and economic structure of a country 

· Describe the relationship between marketing and other major business activities such as production and finance.

· Develop a marketing plan.

3. Assessment

Continuous Assessment 					50

Project 					15

Assignment					15

Test 						20

Final exam							50

Total								100

4. REFERENCE 

Example

a. Prescribed reading

Armstrong, G. and Kotler, P. (2008). Marketing: An Introduction.12th Edition. Prentice

Hall: New Jersey.



Kotler, P., Armsrong, G., Harris, L. and Piercy, N. (2013). Principles of Marketing. 6th Edition. Pearson: Harlow.

b. Recommended reading  

McDonald, M. (2007). Marketing Plans: how to prepare them, how to use them. 6th Edition. Elsevier: Amsterdam.



Adcock, D., Halborg, A. and Ross, C. (2001). Marketing: principles and practice. 4th Edition. Prentice Hall: Harlow.



Armstrong, M. (2012) A Handbook of Human Resource Management Practice 12thed, London, Kogan page.





5. TABLE OF CONTENT

The table of content must be in line with the course outline. However, the numbering changes and the format is shown in an example below.

EXAMPLE:	

TABLE OF CONTENT



1. INTRODUCTION TO MARKETING



1.1 Overview of marketing …………………………………………………………………………. 2

1.2 Marketing concepts and marketing mix variables ………………………………… 3

1.2.1 Marketing concepts …………………………………………………………... 4

1.2.2 Marketing mix variables ……………………………………………………. 5

1.3 Evolution of marketing ………………………………………………………………………… 8

2. ENVIRONMENTAL FORCES AND MARKETING ETHICS……..……………………………… 11

2.1 Meaning and nature of marketing environment …………………………………. 12

2.2 Components of marketing environment ……………………………………………... 15

etc. 

B. ORGANISATION OF THECONTENT

INTRODUCTION

Organisation of content is the most important part of module writing. Content must be organised logically according themes. Tables, charts and graphs can be used to analysis or summarise the content. The content that cannot be understood by the students is valueless. Therefore, it is important for module writers to make the theories, models, or concepts simple for the readers to understand. Below are the guidelines on how to write the content of the module.



1. NUMBER OF PAGES

The number of pages for the modules of the School of Business and Entrepreneurship will range between 50 to 150 pages. Modules that are not more than 100 pages usually give a morale to the readers. The school therefore, encourages module writers to summarise the content using tables, charts and graphs which must be followed by few explanations. Reproduction of text books is discouraged. 

2. UNITS

The ‘unit’ will be used to mean the topic or chapter. Each unit will discuss a topic from the course outline. If there are 10 topics on the course outline, it means that there will be 10 units. Each unit must be presented clearly and logically for the readers to follow.

3. THE FLOW OF INFORMATION IN THE UNIT

Only logical presentation of ideas, topics and subtopics will be accepted. Below is a guideline on how the unit should flow.

a. Unit number and title.

Example

 (
UNIT 1
)

		INTRODUCTION TO MARKETING





b. Introduction

The introduction must be brief, highlighting key features of the unit. It must be between 2 to 5 sentences.

c. Objectives

Unlike the preliminaries pages that have course outcomes, the unit will have the specific objectives for the topic. The number of objectives will be determined by the number of sub-topics in a particular topic. Objectives which shall be written in bullet form must be preceded by the stem, ‘At the end of unit, students should be able to:’ …

d. Sub-topics

After the objectives, the unit should now discuss the sub-topics as guided by the course outline. 

e. Activities

These are small tasks to engage the student into some activities, test the acquisition of concepts and/or make the student think outside the box.  

f. Reflection 

This provides an opportunity for students to reflect on a given situation and see how they apply the acquired knowledge. 

g. Summary 

This sums up the main concepts of the unit covered. It can range between 2 to 5 sentences. 

h. Revision Questions

Comprises of a list of questions from the key areas of the topic/unit. They can range from 2 to 5. Ideally, they should be the specimen of the exam.



4. INTERACTIVE MODULE WRITING

Modules must be interactive to students/readers. This can be achieved by writing as if you are lively talking to the student. 

Example

Student, you may have met the word ‘marketing’ many times. Today, we are going to define marketing as perceived by different authors.

Or

Student, how would you define marketing? Okay, compare your answer with the following definitions from different authors and come up with your best definition. 



Interactive module writing is all about engaging the students as you write or bring the student closer to your writings which makes students to understand the concepts easily. This will make modules to be more friendly to students than perceived. 
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