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    CHAPTER ONE 

INTRODUCTION TO RESOURCE MANAGEMENT 

Specific Objective 

By the end of this topic, the trainee should be able to; 

a) Explain the meaning of resources 

b) Discuss the categories of resources 

c) Discuss the importance of managing resources 

 

INTRODUCTION  

Meaning of Resource Management 

In organizational studies, resource management is the efficient and effective deployment for an 

organization's resources when they are needed. Such resources may include financial resources, 

inventory, human skills, production resources, or information technology (IT). In the realm of project 

management, processes, techniques and philosophies as to the best approach for allocating resources 

have been developed. These include discussions on functional vs. cross-functional resource allocation 

as well as processes espoused by organizations like the Project Management Institute  through their 

Project Management Body of Knowledge  methodology to project management. Resource management 

is a key element to activity resource estimating and project human resource management. Both are 

essential components of a comprehensive project management plan to execute and monitor a project 

successfully. As is the case with the larger discipline of project management, there are resource 
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management software tools available that automate and assist the process of resource allocation to 

projects and portfolio resource visibility including supply and demand of resources. 

 

 

HR (Human Resource) Management 

This is the science of allocating human resources among various projects or business units, maximizing 
the utilization of available personnel resources to achieve business goals; and performing the 
activities that are necessary in the maintenance of that workforce through identification of staffing 
requirements, planning and oversight of payroll and benefits, education and professional 
development, and administering their work-life needs. The efficient and effective deployment of an 
organization's personnel resources where and when they are needed, and in possession of the tools, 
training and skills required by the work. 

CATEGORIES OF RESOURCES 

Natural resource 

Natural resources (economically referred to as land or raw materials) occur naturally within 
environments that exist relatively undisturbed by mankind, in a natural form. A natural resource is 
often characterized by amounts of biodiversity existent in various ecosystems. Natural resources are 
derived from the environment. This is currently restricted to the environment of Earth yet the 
theoretical possibility remains of extracting them from outside the planet, such as the asteroid belt. 
Many of them are essential for our survival while others are used for satisfying our wants. Natural 
resources may be further classified in different ways. 

Classification 

On the basis of origin, resources may be divided into: 

 Biotic - Biotic resources are obtained from the biosphere, such as forests and their products, 
animals, birds and their products, fish and other marine organisms. Mineral fuels such as coal 
and petroleum are also included in this category because they are formed from decayed 
organic matter.  

 Abiotic - Abiotic resources include non-living things. Examples include land, water, air and 
ores such as gold, iron, copper, silver etc.  

Considering their stage of development, natural resources may be referred to in the following ways: 

 Potential Resources - Potential resources are those that exist in a region and may be used in 
the future. For example, petroleum may exist in many parts of India, having sedimentary 
rocks but until the time it is actually drilled out and put into use, it remains a potential 
resource.  

 Actual Resources are those that have been surveyed, their quantity and quality determined 
and are being used in present times. The development of an actual resource, such as wood 
processing depends upon the technology available and the cost involved. That part of the 
actual resource that can be developed profitably with available technology is called a reserve.  
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On the basis of status of development, they can be classified into potential resources, developed 
resources, stock and reserves. 

With respect to renewability, natural resources can be categorized as follows: 

 Renewable resources are ones that can be replenished or reproduced easily. Some of them, 
like sunlight, air, wind, etc., are continuously available and their quantity is not affected by 
human consumption. Many renewable resources can be depleted by human use, but may also 
be replenished, thus maintaining a flow. Some of these, like agricultural crops, take a short 
time for renewal; others, like water, take a comparatively longer time, while still others, like 
forests, take even longer.  

 Non-renewable resources are formed over very long geological periods. Minerals and fossil 
fuels are included in this category. Since their rate of formation is extremely slow, they 
cannot be replenished once they get depleted. Of these, the metallic minerals can be re-used 
by recycling them. But coal and petroleum cannot be recycled.  

On the basis of availability, natural resources can be categorized as follows: 

 Inexhaustible natural resources- Those resources which are present in unlimited quantity in 
nature and are not likely to be exhausted easily by human activity are inexhaustible natural 
resources (sunlight, air etc.)  

 Exhaustible natural resources- The amount of these resources are limited. They can be 
exhausted by human activity in the long run (coal, petroleum, natural gas, etc.)  

Examples 

Some examples of natural resources include the following: 

 Air, wind and atmosphere  

 Animals  

 Coal, fossil fuels, rock and mineral resources  

 Forestry  

 Range and pasture  

 Soils  

 Water, oceans, lakes, groundwater and rivers [4]  

 Solar power  

Management 

Natural resource management is a discipline in the management of natural resources such as land, 
water, soil, plants and animals, with a particular focus on how management affects the quality of life 
for both present and future generations. Natural resource management is interrelated with the 
concept of sustainable development, a principle that forms a basis for land management and 
environmental governance throughout the world. 

In contrast to the policy emphases of urban planning and the broader concept of environmental 
management, Natural resource management specifically focuses on a scientific and technical 
understanding of resources and ecology and the life-supporting capacity of those resources. 
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Depletion 

In recent years, the depletion of natural resources and attempts to move to sustainable development 
has been a major focus of development agencies. This is a particular concern in rainforest regions, 
which hold most of the Earth's natural biodiversity - irreplaceable genetic natural capital. 
Conservation of natural resources is the major focus of natural capitalism, environmentalism, the 
ecology movement, and green politics. Some view this depletion as a major source of social unrest 
and conflicts in developing nations. 

Mining, petroleum extraction, fishing, hunting, and forestry are generally considered natural-resource 
industries. Agriculture is considered a man-made resource. Theodore Roosevelt, a well-known 
conservationist and former United States president, was opposed to unregulated natural resource 
extraction. The term is defined by the United States Geological Survey as "The Nation's natural 
resources include its minerals, energy, land, water, and biota."  

Protection 

Conservation biology is the scientific study of the nature and status of Earth's biodiversity with the 
aim of protecting species, their habitats, and ecosystems from excessive rates of extinction. It is an 
interdisciplinary subject drawing on sciences, economics, and the practice of natural resource 
management.  

Habitat conservation is a land management practice that seeks to conserve, protect and restore, 
habitat areas for wild plants and animals, especially conservation reliant species, and prevent their 
extinction, fragmentation or reduction in range. 

Man-made Resources 

There are several ways in which it is possible for man to convert water to his own use. As Cyprus is a 
small island, it is obvious that one is never far from an almost infinite supply of water, the sea. The 
problem is to treat the sea water in such a way that it becomes potable. This is never easy and always 
costly. 

Desalination 

Sea water contains about 35,000 milligrams of dissolved solids per liter of water. These solids are 
mostly ionic salts, the main one being sodium chloride or common salt. It is generally considered that 
the maximum salt content for water to be potable is 800 milligrams per liter. Even this may be 
considered too high for persons suffering from certain chronic medical conditions. A value of 500 
milligrams per liter would be better as a target figure. The question remains as to how to do this in a 
reasonable and economical manner. The two main contenders for this are reverse osmosis and multi-
stage flash distillation. Each is capable of producing potable water from sea water at a cost which is 
not too prohibitive. However, it must be thoroughly realized that desalinated sea water will never be 
as cheap as water from natural resources. 

Reverse Osmosis 

Reverse osmosis consists basically of pumping sea water up to a very high pressure and allowing it to 
percolate through semi-permeable membranes. This would seem to be similar to filtration but, in 
fact, it is not the case. Without going into the technical details, reverse osmosis depends on the use 
of a totally different physical principle, differential surface tension. The advantage of reverse osmosis 
is that it does not require an enormous space to implement and that it can be applied for purifying 
volumes from about 1 tonne per day up to hundreds of thousands of tonnes per day, depending on 
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local requirements. The astonishing fact about reverse osmosis is that the cost does not vary very 
much from throughputs of a few hundred tons per day right up to the largest installations. The process 
is very energy-intensive, particularly if a very high purity water is required. The cost of installation is 
high, as well as the running costs. It always requires automatic monitoring to ensure that the water 
quality is sufficient. 

Large-scale 

Large scale reverse osmosis is already well-known on the island, from the installation at Dhekelia and 
the proposed installations south of Larnaka airport and elsewhere. Such installations are very 
expensive to implement and to run but can produce a continuous supply of potable quality water at a 
cost of between $1 and $1.50 per tonne. The Dhekelia plant has a throughput of about 40,000 tonnes 
per day. Of course, there is almost no theoretical limit to the amount of water that can be treated if 
enough large-scale desalination plants are installed, but the consumption of electricity would become 
prohibitive for the island's generating resources. To circumvent this, they frequently have internal 
generators, running off fuel oil, but this electricity is much more costly than that produced from the 
power stations, due to a lower overall efficiency. Internal generators may be either gas turbine or 
diesel, the latter being more common. Either is a severe source of air pollution unless the exhaust 
gases are carefully treated: even so, additional carbon dioxide, the main "greenhouse gas", is emitted. 
The motor-generators are also noisy and this causes considerable resistance to the installation of such 
plants by local residents. It is recommended that any new plants of this nature be installed only in 
industrial zones, away from any habitation. Combined with the high cost of production, the practical 
limit would not be greater than about 100,000 tonnes per day on a full time basis. If, in combination 
with restored natural resources, the total output from such desalination plants exceeded the demand 
at any time in the future, the excess water produced could be pumped into existing reservoirs. More 
especially, they could be operated at night when there is an excess supply of electricity available. 
When calculating the capacity of such large plants, the down time for repairs and maintenance should 
be considered at between 5 and 10 per cent because of membrane failures. There is no evidence that 
the return of high-concentration salt water to the sea will cause any severe environmental damage 
except within a radius of a few tens of meters from the outlet pipe, which is totally negligible. 
Notwithstanding, it is recommended that this be placed at least 1 kilometer offshore in deep water to 
minimize any potential risk. 

Small-scale 

A wide choice of commercially available reverse osmosis units exists, with throughputs of 1 tonne per 
day up to a few thousand tonnes. The very small ones are not economically viable, costing typically $5 
to run a 1 tonne per day unit. From about 250 - 500 tonnes per day, the cost is typically between $1 
and $1.50 per tonne, similar to large-scale units. An installation of this size could be installed in a 
basement room of about 20 m2 floor space, in a lorry or in a small external prefabricated building. 
This scale of unit can also be equipped to run off diesel fuel, with low-noise engines, rather than from 
a mains electricity supply, at a slight increase in overall costs. It would therefore be viable at places 
without an adequate high-power electricity supply available and, above all, as portable units which 
could be trucked to any place on the littoral where there is an emergency supply required. The small 
units are capable of supplying potable water of the required purity, including bacterial count, to meet 
any standards, depending on equipment specifications. 

Multi-stage Solar Flash Distillation 

Multi-stage solar flash distillation is a very economical process for large-scale desalination, both in 
terms of capital investment and, above all, running costs. The main disadvantage is that it requires 
very large tracts of land with unsightly panels, close to the sea. This is really incompatible with most 
of the littoral in Cyprus. The principle of operation is very simple: sea water is heated in solar panels 
to a temperature of about 60°C and then sprayed into a chamber at a reduced pressure. It boils off 
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instantaneously and the vapours are condensed. The process is repeated, typically three times, until 
the quality of the water is sufficiently good. Because most of the energy required to operate the 
system comes from the sun, the consumption of electricity is usually less than one-fifth of that 
required for reverse osmosis for an equal production. It is therefore less polluting and less likely to 
over-burden existing electricity supplies. 

Air Conditioning 

Air conditioning can also supply large quantities of high-quality distilled water. This is the condensate 
from the coolers within the individual rooms, whether the system be a central one or with separate 
compressors for each room. Obviously, this source of water is seasonal but, in summer, one liter of 
water per person in a room is lost through perspiration and respiration every four hours. This can be 
collected at virtually no cost and added to other water for any use. In reality, this water would be too 
pure for use by itself, except possibly for washing purposes. The taste would be unpleasant due to a 
lack of mineralization, although it should be safe to drink. If used consistently for watering plants, it 
would require some additives to ensure the good health of the plants, because there is no nutritive 
value in the water. 

The major obstacle to collecting this valuable water is in the small quantity produced per room. 
Nevertheless, it is foreseeable that aggregate quantities in the order of hundreds of tonnes could be 
collected every day over the hottest six months of the year, particularly from large buildings.  

Human resources 

Management is defined as the act of organizing and planning based on organizational policies with the 
intention of achieving certain objectives. Examples are the way how people are deployed and the way 
organizational activities are carried out. 

Management also refers to the executive branch of employees in an organization. They are tasked 
with ensuring the success of the organization.  

Management must manage all resources one of which is the human resource. 

Often we read or hear that 'to manage is to achieve a certain objective through others.' 

Human resource management is defined as the way employees are recruited, organized, developed, 
appraised, motivated, and retained.  

Through proper planning and effective management of their people, organizations can achieve their 
goals. 

There are still many organizations that get mixed up with human resource management and personnel 
management.  

In the latter, most of the tasks carried out are administrative in nature although related to employee 
matters.  

When we talk about human resource management, we are defining employees as resources that we 
need to manage effectively to get some form of returns. 

Strategic Human Resource  
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A strategy is a step-by-step plan of action prepared by an organization and by which it aims to achieve 
its plan or plans, thus, ensuring its success and survival. Strategic human resource defines employees 
as a resource, an asset, that provides competitive advantage to an organization, and on whom 
organizational success is leveraged. 

This is the new way adopted by many organizations in the treatment of their employees, making them 
the prime drivers or one of the prime movers of corporate success.  

People, not machines, not systems, not other assets, are in the special position in helping the 
organization attain its objectives. These other things, however, are also important. But people are 
needed to make use of them in productive ways.  

Some companies are now convinced that their people are the most important asset. And that without 
them, they cannot achieve much. In this way, they are implementing a strategic human resource 
management approach. 

 
Human Resource Strategy 
This is the step-by-step plan of action by which an organization employs, utilizes or manages, 
develops, and deploys its human resources in order to attain its defined corporate mission and 
objectives. 

A human resource strategy is devised in respect of recruitment, employee deployment, motivation 
and engagement, and employee retention. 

By doing this, an organization puts itself in the position of being able to achieve its mission and 
objectives through its human resources. 

This follows from the way how strategic human resource is strategically defined. 

Strategic Human Resource Management 
This is the effective way of organizing the workforce by the adoption of a specific strategy, where 
employees' performance can help to achieve the planned organizational targets, such as increasing 
revenue or improving the profit margin. 

Strategic human resource management is "human resource management" carried out in a strategic 
way. The human resource activities are linked to the achievement of the organization's overall 
objectives. 

This is the new way of managing human resources as compared to personnel management. 
 
 
Strategic Approach 
This refers to a particular predetermined way of doing something or carrying out an activity in order 
to attain a target or a certain purpose.  

A strategic plan is required to do this. Human resources with all the competencies and potential are 
required to attain the HR objectives. These objectives are aligned to the organizational objectives by 
way of a strategic plan. 

By achieving the human resource objectives, HR helps to achieve the business plan. 
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Strategic Plan 
A strategic plan is a step-by-step plan of action devised and aligned to the corporate plan in order to 
attain organizational objectives.  

This inter-relation and alignment with the organizational objectives makes it strategic since this 
makes it more probable that the organization will achieve its objectives. 

This is in contrast to a haphazard way of doing things, hoping that nothing unfavorable will happen. 
Strategic HR Plan 
Strategic human resource plan refers to the strategic plan whereby employees' energy, time, 
capabilities, competencies and knowledge are incorporated in a step-by-step plan of action so that 
their contribution can be monitored and measured over time.  

By doing this, human resource can become the prime drivers of corporate success. The human 
resource plan is aligned to the corporate plan.  

The primary goal of strategic human resource plan is to improve employee productivity thus helping to 
generate higher revenue for the organization. 

 
Related Words and Phrases 
It is important to understand other words and phrases having a bearing on the strategic human 
resource definition, and strategic HR management. 

 
Strategic Planning 
This refers to the act of preparing a plan in an organized and systematic way with the purpose of 
achieving a defined target. 

Personnel Management 
This refers to the traditional way of managing the workforce where the responsibilities carried out are 
mostly administrative in nature.  

Some of the administrative responsibilities involved are salary administration, leave administration, 
medical benefits, and insurance coverage.  

It does not put emphasis on aligning human resources to achievement of organizational objectives.  

A lot of the work involved is related to records keeping. Thus, less emphasis on the use of strategy. 
Human Resource Metrics 
Human resource is a capital. HR Performance metrics is used to measure the return on employees' 
contribution.  

This is a measurement of effectiveness of the contribution of human resource in achieving the 
organizational objectives.  

It has been stated that 'the relationship between an effective people strategy and business success is 
hard to quantify in financial terms'.  

But this is not an excuse for not taking steps to adopt and implement strategic plans in human 
resources management.  
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Human Capital 
This terminology is used by some companies to define their human resource, to indicate their 
importance as compared to other assets.  

As a capital, people are utilized to get optimum returns. Risks of not attaining the HR objectives are 
assessed. Performance is measured. 

This way of treating employees is fairly recent, influenced by the theories put forward by 
management experts in the field of human resource management.  

The meaning is similar to that of strategic human resource management. Both treat people as an 
important asset. 

But some believe that the use of the word "capital" connotes manipulation. 

 
 

Workforce 
Workforce is defined as having the same meaning as employees or workers. It refers to the entire 
spectrum of your people. 
 
Knowledge Can Facilitate Strategic Planning 
The understanding on the extent and scope of the strategic human resource definition, the definition 
of strategic HR management, and related terms, is a tool you can employ to improve and enhance 
management of people through strategic human resource planning. 

Different people have their own version of strategic human resource definition due to differing work 
experience and organizational situation. 

It is important that we have an adequate "working" knowledge of "strategic human resource" definition 
and related words and terminologies. 

Definition is not an end in itself. Use the knowledge on strategic human resource definition to 
facilitate preparation of your strategic human resource plan with the aim of aligning HR to your 
organizational objectives. 

IMPORTANCE OF MANAGING HUMAN RESOURCE 

The term Management has different meaning in different perspective. The meaning varies with the 
person to whom it is referred to. In general we can say that management is a process that involves 
planning, managing resources to accomplish the set objectives, and measuring the results got. When 
we say resources we mean to say not only the human resources but also the other resources (financial 
resources, materials required, machineries involved etc.) that are needed to accomplish a task or an 
objective.  

There is a common perception that management involves only the managers and the people involved 
with the management of the company. It is definitely not so. Each an every person in an organization 
has some tasks that involves managing some resource and reporting about that resource to the higher 
authority.  
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Decision making is an important part in management and it often reflects the experience of the 
person making the decision. Decision making is centered on the three basic questions that lead to 
making a decision. What change has to be done to achieve a particular goal? To what extent the 
change has to be made? And how to make that change happen? These questions are dealt with the 
theories of management. It seems that management theories appeared around 1920. With the 
development of technology and other development, the management is subdivided into many 
categories that involve a particular process.  

Now-a-days each and every process has its own management methods and personnel for managing 
that process. The basic principle remains the same as planning, organizing, staffing, directing, and 
controlling to achieve the goal by using the human, financial and material resources. 

we trace back the history of business environment, in the early years, trading patterns and markets 
were stable, technology was static, customers were passive, speed in getting to market was 
secondary, competition was limited to sectors and regions, and hierarchies were generally accepted in 
all walks of life. No more, since 1960‘s, America and much of the rest of the world has been almost 
continually buffeted by change. Customers demand that businesses do it better, faster, cheaper; 
employees want to control more than the ―Stop‖ button on the assembly line. The twentieth century 
saw nations around the world become part of the global village, with trade barriers between them 
reduced or removed completely. Globalization of trade and economy are taking deep roots in India. 
The holistic paradigm shift to a single global company has opened up new economic opportunities. 
Events of the last five years of the previous century have focused our attention on knowledge 
industries. Quality human resources have therefore become an important base with which to respond 
to the emerging environment. The knowledge workforce in particular has a vital role to play in the 
emergence of the digital economy.  

A look at the trends in managing people in this dynamic industry reflects that Attracting, Managing, 
Nurturing talent and Retaining people has emerged to be the single most critical issue in lieu of the 
enormous opportunities spun off by the market. The new avatar of talent is the knowledge 
professional who is innovative, business savvy, quick on the uptake, has an instinctive ability to 
network, and possessing unbridled ambition. They are propelled by an urge to experiment, scan new 
avenues that can spur their creativity. The knowledge professional will gravitate to an organization 
that is flexible, has strong values, a robust performance ethic and provides challenging work on latest 
technology. This has led to companies proactively taking measures on three fronts. First, companies 
create an organizational ambience where talent can bloom. Second, they put in place systems that 
help unleash their potential and third, they build a reward and recognition mechanism that provides 
value for people.  

Profound systemic changes have been seen in the way companies are structured. The concepts of 
leadership and managing people gave undergone a radical rethink. Cubicles, hierarchies and rigid 
organization structures of the past, have now given way to open work environment, flat structure with 
informality being a general rule and empowerment of individuals. Today work itself is centered 
around projects, which have virtual teams working on them. This work structure has led to a culture 
of flexi time, round the clock accessibility to the workplace. Also catching up fast is the trend of 
workstations at home, remote access, video-conferencing and reporting by exception. To stay one 
step ahead of the aspirations of their people, companies are continuously striving to provide an 
intellectually stimulating environment. Few examples being, in-house libraries, continuous up 
gradation of knowledge and skills, knowledge sharing, building relationships with academia thus 
enabling knowledge workers to pursue multiple careers within a single company. Coming times will 
see sabbaticals forming part of the organization culture, corporate universities dotting the new 
horizon, competing companies bunching together to setup knowledge networks.  

Companies today are constantly striving towards enhancing the quality of work life and also the 
personal life of its employees and this does not stop with the employee buts gets extended to his / 
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her family as well. In-house health clubs, yoga and meditation centers to relieve stress, sports and 
cultural activities, employee get-togethers with invitations to come over with families, day care 
centers and many of the like are being provided by companies.  

With the increasing size of the companies, the top down communication model of yesteryears has 
been replaced by bottom up, cross level communication thereby encouraging people to voice their 
opinions and feelings. Open house sessions, mentoring, online chats on the intranet have emerged to 
be the communication enablers.  

The new economy has given rise to a culture of working in teams. Today no job in the knowledge 
industry can be performed in isolation. Since working in teams is not a passing fad, companies are now 
designing compensation structures, which reward team performance in addition to individual 
performance.  

To conclude, change is here to stay, and we need to understand that all the practices that are 
working today may not necessarily work tomorrow. Customers‘ expectations, market changes and 
strategic decisions will derive the tools to managing the human assets.  

 

 

 

REVISION QUESTIONS 

1. Explain the meaning of resources 

2. Discuss three categories of resources 

3. Discuss the importance of managing resources 

 

CHAPTER TWO 

NATURAL RESOURCES 

Specific Objectives 

By the end of this topic, the trainee should be able to; 

a) Discuss the meaning of natural resources 
b) Explain the different types of natural resources 
c) Discuss the characteristics of natural resources 
d) Discuss the various ways of managing the various types of man made resources 
e) Discuss the impact of managing natural resources 

INTRODUCTION 

Meaning of Natural Resource 

Natural resources (economically referred to as land or raw materials) occur naturally within 
environments that exist relatively undisturbed by mankind, in a natural form. A natural resource is 
often characterized by amounts of biodiversity existent in various ecosystems. Natural resources are 
derived from the environment. This is currently restricted to the environment of Earth yet the 
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theoretical possibility remains of extracting them from outside the planet, such as the asteroid belt. 
Many of them are essential for our survival while others are used for satisfying our wants. Natural 
resources may be further classified in different ways. 

Different Types of Natural Resources 

Natural resources are simply the resources that human beings use for their protection, shelter, 
comfort, etc. Earth is abundant in natural resources, but they should be used judiciously. 
 
Natural resources are naturally occurring resources in the environment that have not been disturbed 
by mankind. By resource is meant any physical entity, which has limited availability. These resources 
occur in their natural form. Few examples of natural resources are:  

 Air, wind and atmosphere 

 Plants (Flora) 

 Animals (Fauna) 

 Agronomy (the science of using plants for food, fuel, feed and fiber) 

 Wildlife 

 Forestry and Agroforestry 

 Coal and fossil fuels 

 Range and pasture 

 Soils 

 Water, oceans, lakes and rivers 

Something that people generally aren‘t aware of, is that everything we use in everyday life are 
derived from natural resources, for example, milk which comes from cows - animals are a natural 
resource. We use water, food and vegetables that come from plants, salt which is a mineral are some 
of the other natural resources. Wood that we get from tree is a natural resource. It can be used to 
build a house, make paper, burn in fireplaces and in stoves for cooking, etc. 
 
Man utilizes these resources in various ways. These resources are processed further so as to be made 
suitable for our needs. The table below is an example that shows in what way the resources have 
been utilized; 

 

Natural Resources Man-made Products 

River Hydroelectric power 

Petroleum Gasoline 

Clams Clam chowder 

Farmland Potato chips 

Plants Medicines 

 
Here are few natural resources and their uses. 
 
Soil  

 Used for growing crops (only 10% of the Earth‘s surface). 

 Soil can be used for shelter. Many tribal people all around the world make shelter with the 
help of soil. 
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Water  

 Used for drinking (only 0.0007% of Earth‘s water is suitable for drinking. The rest is salt water, 
water trapped in glaciers or polluted water. 

 Fresh water is used for irrigation of crops. 

 Water bodies such as oceans, lakes and rivers of the world can be used for transportation. 

 Fishing is a valuable source of food that is provided by water. 

 Water in rivers is be used to generate hydro-electricity. 

Minerals 
 
Minerals can be defined as naturally occurring substances obtained from the ground. They are coal, 
petroleum, natural gas, iron, copper, gold, etc. They are also absorbed up by plants from the Earth‘s 
surface and transferred to humans through food.  

 They (coal, natural gas and fossil fuels) are a source of energy. 

 Used as ingredients to make other materials like iron ore, is used to make steel and petroleum 
is used to make a variety of products like gasoline, plastics, etc. 

 Can be used as they are in natural form like salt. 

Vegetation  

 Land is used for farming from which vegetables and fruits are grown. 

 Wood from trees is cut and processed to make furniture and home 

 Wood is used for cooking and also as fuel to produce heat for warmth. 

 Clothing - clothes are made from cotton. 

 Plants are used as an ingredient in medicines. 

Animals  

 Animals are used as a food, and their waste is used as fertilizers for crops. 

 We get fur and hides from animals which are used for making clothes. 

 Used for transportation. 

Natural resources can further be defined as renewable and nonrenewable. Renewable resources are 
those that can be produced again, for example, plants and animals whereas, nonrenewable resources 
are those which cannot be produced again, for example, fossil fuels. 
 
We need to make serious attempts to use natural resources in an efficient manner because in recent 
years, natural resources have depleted as a result of their careless use. The seriousness of the 
problem can be understood from the words of former American president Theodore Roosevelt, "The 
conservation of natural resources is the fundamental problem. Unless we solve that problem, it will 
avail us little to solve all others." 
 

Management 

Natural resource management is a discipline in the management of natural resources such as land, 
water, soil, plants and animals, with a particular focus on how management affects the quality of life 
for both present and future generations. Natural resource management is interrelated with the 
concept of sustainable development, a principle that forms a basis for land management and 
environmental governance throughout the world. 
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In contrast to the policy emphases of urban planning and the broader concept of environmental 
management, Natural resource management specifically focuses on a scientific and technical 
understanding of resources and ecology and the life-supporting capacity of those resources. 

Depletion 

In recent years, the depletion of natural resources and attempts to move to sustainable development 
has been a major focus of development agencies. This is a particular concern in rainforest regions, 
which hold most of the Earth's natural biodiversity - irreplaceable genetic natural capital. 
Conservation of natural resources is the major focus of natural capitalism, environmentalism, the 
ecology movement, and green politics. Some view this depletion as a major source of social unrest 
and conflicts in developing nations. 

Mining, petroleum extraction, fishing, hunting, and forestry are generally considered natural-resource 
industries. Agriculture is considered a man-made resource. Theodore Roosevelt, a well-known 
conservationist and former United States president, was opposed to unregulated natural resource 
extraction. The term is defined by the United States Geological Survey as "The Nation's natural 
resources include its minerals, energy, land, water, and biota."  

Protection 

Conservation biology is the scientific study of the nature and status of Earth's biodiversity with the 
aim of protecting species, their habitats, and ecosystems from excessive rates of extinction. It is an 
interdisciplinary subject drawing on sciences, economics, and the practice of natural resource 
management.  

Habitat conservation is a land management practice that seeks to conserve, protect and restore, 
habitat areas for wild plants and animals, especially conservation reliant species, and prevent their 
extinction, fragmentation or reduction in range 

REVISION QUESTION 

1. Discuss the meaning of natural resources 
2. Explain the different types of natural resources 
3. Discuss the characteristics of natural resources 
4. Discuss the various ways of managing the various types of man made resources 
5. Discuss the impact of managing natural resources 

 
 
 
 
CHAPTER THREE 

 
MAN MADE RESOURCES  
 
Specific Objectives 
By the end of this topic, the trainee should be able to; 

a) Explain the meaning of man-made resources 
b) Discuss various types of man-made resources 
c) Explain ways of managing man-made resources 
d) Discuss the impact of managing man-made resources 
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INTRODUCTION 
 
Meaning of man-made resources 
These are resources that are changed from their present stage that stage that can be utilized by man. 
These are resource made by man after exploiting the natural   resource e.g. dams, roads etc. 
 

What you must do 

 Ensure conditions are suitable to carry out maintenance and repairs 

 Identify the items that need maintenance and repair and the work required 

 Choose the hand tools and equipment that are most appropriate for the maintenance and 
repair that is needed 

 Protect the immediate surrounding areas throughout the preparations and the work 

 Use the appropriate method to prepare damaged areas or surfaces for repairs 

 Use approved safe working practices throughout maintenance and repair, ensuring electrical 
supplies are safely isolated, where necessary 

 Use the right techniques for achieving maintenance and repairs and make sure that your work 
does not have an adverse effect on the finished appearance of the items and surrounding area 

 When replacing items check that replacements function the same manner and operate safely 

 Check that the area functions properly following maintenance and repair and that the 
appearance of the work area matches that of the immediate surrounding area, as far as is 
possible 

 Report to the relevant person any maintenance and repair requirements that you are not 
competent to carry out or any cleaning that is required 

 Clean tools thoroughly after use and return them and any unused materials to the right place 

 

Knowledge requirements 

What you must know 

 How weather and other site conditions (such as heat, snow, ice or mud) may influence the 
way you carry out your work 

 Where maintenance and repair is required and how site conditions can affect your ability to 
carry out the work 

 The type of maintenance and repair that is required and its extent 

 The tools and equipment available for use and which are the most appropriate for the work 

 Why it is important to protect the surrounding area and the most effective and appropriate 
method to do this 

 The necessary preparatory work to carry out before conducting repairs and why it is important 
that this is done 

 Approved, safe working practices for carrying out the work 

 Suitable techniques for carrying out maintenance and repairs to ensure the appearance  of the 
items and surrounding area remains intact 

 The characteristics of items to be replaced and why it is important to retain them 

 How to check that the items function correctly when maintenance and repair is finished and 
why this should be done 

 Reporting procedures for any maintenance and repair that you are not competent to carry out 

 The correct way to clean tools and equipment and why it is important to do this when you 
have finished using them 
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 The correct place to store tools and equipment and any un-used materials 

 

Monitoring policies on how to use resources   effectively 

The legal and policy framework regarding natural resources is still evolving and presents good 

opportunities for strengthening community rights. However, there are some areas of concern; some 

important policy instruments still need to be put in place and the application of these policies and 

regulations has major shortcomings, in terms both of capacity and commitment. Ongoing 

decentralization processes and devolution of rights and responsibilities to local communities is 

revealing the tensions in resources where land and natural resource policy mixes a powerful role of 

the state with the need to strengthen community rights. Devolution of rights policy is being driven 

more by informal ―pilot‖ and ad hoc approaches than through central level processes, and in fact 

there are pressures to move in the opposite direction, where powerful interests are involved 

 

 

Educating people on the proper use of man made resource effective or sustainable 

Man made resources such as historical places, objects and manifestations of cultural, scientific, 
symbolic, spiritual and religious value are important expressions of the culture, identity and religious 
beliefs of societies. Their role and importance, particularly in the light of the need for cultural 
identity and continuity in a rapidly changing world, need to be promoted. Buildings, spaces, places 
and landscapes charged with spiritual and religious value represent an important element of stable 
and humane social life and community pride. Conservation, rehabilitation and culturally sensitive 
adaptive reuse of urban, rural and architectural heritage are also in accordance with the sustainable 
use of natural and human-made resources. Access to culture and the cultural dimension of 
development is of the utmost importance and all people should be able to benefit from such access.  

Actions  

 To promote historical and cultural continuity and to encourage broad civic participation in all kinds of 
cultural activities, Governments at the appropriate levels, including local authorities, should:  

(a) Identify and document, whenever possible, the historical and cultural significance of areas, sites, 
landscapes, ecosystems, buildings and other objects and manifestations and establish conservation 
goals relevant to the cultural and spiritual development of society;  

(b) Promote the awareness of such heritage in order to highlight its value and the need for its 
conservation and the financial viability of rehabilitation;  

(c) Encourage and support local heritage and cultural institutions, associations and communities in 
their conservation and rehabilitation efforts and inculcate in children and youth an adequate sense of 
their heritage;  

(d) Promote adequate financial and legal support for the effective protection of the cultural heritage;  

(e) Promote education and training in traditional skills in all disciplines appropriate to the 
conservation and promotion of heritage;  

(f) Promote the active role of older persons as custodians of cultural heritage, knowledge, trades and 
skills.  
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To integrate development with conservation and rehabilitation goals, Governments at the appropriate 
levels, including local authorities, should:  

(a) Recognize that the historical and cultural heritage is an important asset, and strive to maintain 
the social, cultural and economic viability of historically and culturally important sites and 
communities;  

(b) Preserve the inherited historical settlement and landscape forms, while protecting the integrity of 
the historical urban fabric and guiding new construction in historical areas;  

(c) Provide adequate legal and financial support for the implementation of conservation and 
rehabilitation activities, in particular through adequate training of specialized human resources;  

(d) Promote incentives for such conservation and rehabilitation to public, private and non-profit 
developers;  

(e) Promote community-based action for the conservation, rehabilitation, regeneration and 
maintenance of neighbourhoods;  

(f) Support public and private sector and community partnerships for the rehabilitation of inner cities 
and neighbourhoods;  

(g) Ensure the incorporation of environmental concerns in conservation and rehabilitation projects;  

(h) Take measures to reduce acid rain and other types of environmental pollution that damage 
buildings and other items of cultural and historical value;  

(i) Adopt human settlements planning policies, including transport and other infrastructure policies, 
that avoid environmental degradation of historical and cultural areas;  

(j) Ensure that the accessibility concerns of people with disabilities are incorporated in conservation 
and rehabilitation projects. 

Using environmentally friendly ways to manufacture them 

From small homes to large businesses, it seems like everyone is on a mission to ―go green‖. Going 
green however, can mean different things in different situations. For some companies, it can mean 
making a change toward actually producing eco friendly products. For others who cannot produce 
them, going green can simply mean using products that are more environmentally and ecologically 
friendly.  

 

 

Eco Friendly Furniture 

As companies become more aware of the effects that they have on the natural world, they also 
become more willing to use and employ eco friendly products in their everyday practices. The 
simplest way for a company to go green and make itself more eco friendly is by using eco friendly 
furniture. Furniture pieces represent some of the most popular eco friendly products for companies 
looking to jump on the green bandwagon. 
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Eco friendly furniture is made with environmentally friendly materials, and created in an 
environmentally friendly manner. Some companies may reduce the amount of material that they use 
in producing a piece of furniture. Other companies may use natural, raw, and/o renewable materials 
when manufacturing their furniture. Some parts of the furniture can be made out of recycled 
materials or wood from sustainable yield forests. Some furniture manufacturers have begun using 
bamboo, for example, in many of their products, especially since bamboo is a renewable resource 
that is both visually appealing and functionally sensible. 

In some companies, the production process matters more than the actual materials used. These 
companies take a different road to going green by producing their furniture in ways that produce little 
or no emissions. Manufacturers may choose to use non-toxic colors or dyes in their upholstery 
material, or they can also elect to put their furniture together with natural glues rather than with 
synthetic ones. 

Other Eco Friendly Products for Companies 

Besides making a move to using eco friendly furniture, companies of any size can make themselves 
greener in a variety of ways. The changes do not have to be as dramatic as developing a new 
manufacturing process, but even the smallest change can have dramatic effects on a company‘s 
efforts to help the environment. 

• Depending on what products a particular company produces, it may consider using materials that 
are biodegradable, recyclable, or made from other recycled products in its own manufacturing 
process. By doing so, companies can do their part to make sure that resources that are already limited 
are not overused. 

• Additionally, eco friendly products can be introduced to other aspects of a company. For example, a 
company can choose to be cleaned with green or natural products (Miller). Most companies that 
manufacture cleaning products are taking note of the changing attitudes toward the environment and 
are doing their best to develop natural-based cleaners for home and office use. 

• In the company restroom, companies can choose to use eco friendly soaps, recycled toilet paper and 
paper towels, or hand dryers that do not use paper towels. In most cases, the installation of one 
electric hand dryer can save as many as 34 trees in a single year.  

• Another easy way for a company to go green is to replace old light bulbs with what are known as 
CFL‘s, or compact fluorescent light bulbs. According to the U.S. Department of Energy, just one 
compact fluorescent light bulb can save a home or business up to $30 a year (U.S. Department of 
Energy). For a small business, making the change to fluorescent light bulbs can mean a savings of 
more than $1300. 

Recycling the resources 

Recycling Paper Saves Resources  

Forests are cut primarily to produce paper products and lumber in roughly equal volumes, although 
the former is growing faster. The world consumes five times more paper now than in 1950. US offices' 
paper use soared from 0.85 to 1.4 trillion sheets (about 4.2 to 7 million tons) just between 1981 and 
1984, as early desktop computers and laser printers were being introduced. Other countries did not 
lag far behind. From 1970 to 1990, paper production rose 4 % a year in Japan and in Southeast Asia, 8 
%, compared with 2.5 % in the US. 

Paper accounts for about 2 % of world trade and 2.5 % of world industrial production. Yet much of the 
paper produced is used only for a short time and then discarded. Only about a tenth of the paper 
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stream goes into durable storage in such form as files, records and books. Much of the rest of printing 
and writing paper, which represented 28% of 1992 paper and paperboard consumption, find its way 
into the office. This paper accounts for as much as 70 % of typical office waste. During the years 1972-
1987, America's discarded office printing and writing paper grew almost five times as fast as the 
human population, office paper over five times and copier paper almost ten times. 

Recycling plastics saves resources  

The development of plastic materials has exploded in the second half of the XXth century.  
Production of plastic materials in the world rose from less than 5 million tons in the 1950s to some 80 
million tonnes in 1997. Consumption of plastics in Western Europe was about 28 million tons in 1997 
(35% of world production).  

Plastic packaging waste represents about 60% of the total plastic waste.  The distribution and industry 
sectors generate some 2,6 million tons out of the 9.8 million tons of post-user packaging waste 
produced in Western Europe. Household waste represent more than 70% of the overall plastic 
packaging waste.  

 Mechanical recycling of plastics saves energy 

The TNO (Netherlands Organisation for Applied Scientific Research) paper compared four options for 
the treatment of the plastic waste: municipal solid waste incineration (MSWI), energy recovery or 
blast furnaces, feedstock recycling and mechanical recycling. It concludes that from an energy point 
of view, mechanical recycling is in theory the best option because it permits to save the feedstock 
energy that is embodied in the plastic itself (+/- 40 MJ/kg) as well as the energy used for producing 
the primary resin (between 40 and 50 MJ/kg). The incineration with municipal waste is generally the 
least favourable option in environmental terms. One main reason for this is that it allows recovering 
maximum 50 % of the calorific value contained in the plastic. The study concludes that mechanical 
recycling is favourable provided that via advanced separation and upgrading technologies a high-
quality recycling can be reached.  
If this is not the case (and notably when recycling only leads to "downcycling" like the use of 
secondary plastics in park benches, fancy ballpoints and road side guidance piles) the advantages 
provided by mechanical recycling might not be convincingly better than feedstock recycling or co-
incineration with energy recovery (for instance in cement kilns). 

 Recycling PVC saves resources  

A previous study realized by the Wuppertal Institute applied MIPS methodology to PVC drinking water 
pipes.  
MIPS - material intensity per service unit - includes all man-induced material displacements from 
cradle to grave counted in mass units. The study provides an overview of processes and material 
input-data for the production of PVC used for drinking water pipes. It does not include the dismantling 
of post-consumer PVC pipes. The results show that the secondary PVC is more economical from a 
resources point of view than the primary 

Reducing waste of resources  

www.kenyanexams.com

http://kenyanexams.com


 

 

Reduce, Reuse, and Recycle 

Three great ways YOU can eliminate waste and protect your environment! 

Waste, and how we choose to handle it, affects our world's environment -- that's YOUR 
environment, everything that surrounds you including the air, water, land, plants, and man-
made things. And since by now you probably know that you need a healthy environment for 
your own health and happiness, you can understand why effective waste management is so 
important to YOU and everyone else. The waste we create has to be carefully controlled to 
be sure that it does not harm your environment and your health.  

What exactly is "waste"?  

Simply speaking, waste is anything discarded, rejected surpluses, abandoned, or otherwise released 
into the environment in a manner (or quantity) that could have an impact on that environment. 

How can you help? 

You can help by learning about and practicing the three R's of waste management: Reduce, reuse, and 
recycle! Practicing all three of these activities every day is not only important for a healthy 
environment, but it can also be fun too. So let's take a minute right now to learn more about waste 
and waste management, so you can become a key player in making our world a safe and healthy 
place. 

Reduce 

Reduce/Reduction: to make something smaller or use less, resulting in a smaller amount of 
waste. "Source reduction" is reducing waste before you purchase it, or by purchasing products 
that are not wasteful in their packaging or use. A key part of waste "reduction" is 
"conservation" - using natural resources wisely, and using less than usual in order avoid waste. 

You can practice reduction by selecting products that do not have to be added to landfills or the 
waste stream in general. This is really easy to do...  

 First and foremost, buy and use less! If all the other people on the Earth used as much "stuff" 
as we do in the United States, there would need to be three to five times more space just to 
hold and sustain everybody ... WOW!   So buy only what you need and use all of what you buy. 
Or make sure that when you are through with something, you pass it along to other people 
who can continue to put it to good use. This is especially important when it comes to items 
where disposal is difficult or could be particularly dangerous to our environment, such as 
paint and chemicals (cleaners, strippers, pesticides, herbicides, etc.).  

 Start making wise "package" selections. Why is it important to consider how something is 
"packaged" when you consider what to buy? You can reduce waste by selecting products that 
are not wasteful in their "packaging". The package surrounding the product really only needs 
to be designed to protect the product from damage, keep it clean and sanitary, and present 
product information. Yet many manufacturers make the packaging far more elaborate (and 
expensive!) than necessary with the hope that it will attract your attention or give the 
appearance that the product inside is better than it's competitors. So keep the following 
package-related tips in mind no matter what you are buying: 

o Precycle by purchasing products in materials/packaging that can be readily recycled. 
Flashy and fun packaging costs more, usually adds little or no value to the product, 
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and (worst of all!) can do considerable harm to our environment by creating more 
waste or waste disposal difficulties. So whenever you have a choice, put plain and 
recyclable packages high on your list to reduce packaging waste in our environment. 

o Avoid single-serve containers whenever possible. You can buy juice or water in large 
recyclable bottles or cans and then divide it up into smaller portions in reusable, 
washable containers as you need it at home or to take with you. And if you want to 
take juice or water with you on your bike rides or to the gym, just take it along in 
your own reusable sports bottle. With regard to buying bottled water, first determine 
if you really even need to buy bottled (packaged) water. City water (and clean well 
water) is usually just as healthy, much cheaper, and may even be safer than bottled 
water products.  

o Think BIG! Buying in "bulk" (a large amount that is not divided into separate 
containers) gives you the best "product to package" ratio. Many stores allow shoppers 
to scoop out the amount they need of bulk goods like nuts or coffee. This considerably 
reduces waste and packaging materials. Or you can buy in bulk by selecting bigger 
quantities in a single box or package -- for example, buy the largest box of 
toothpaste, dishwasher detergent, or cereal, rather than a series of small boxes. This 
not only reduces the waste (from having to throw out the old containers) but it will 
also save you money. Packaging is expensive, so buying in larger volumes reduces the 
unit cost.  

o Buy concentrates rather than diluted products- the result is less waste for disposal 
when it is empty.  

 Refuse store bags! When you buy one or two items at a store, carry them out in your hands; or 
take a reusable bag with you to carry the items you buy. And don't forget to take your old 
plastic and paper bags back to the grocery store for reuse or recycling. Most grocery stores 
have convenient paper and plastic recycling bins located near the entrance.  

 Use durable goods longer. Durable goods are sturdy things like furniture or household 
appliances that can (and should) be used for many years. You can save money and reduce 
waste by keeping these items longer and repairing them when they break, rather than buying 
new ones. 

 Use durable items rather than disposable items whenever possible. For example, select 
reusable razors rather than the disposable one that you can only use a few times and then 
have to throw away.  

 Say NO to junk mail! Call toll-free numbers in unwanted catalogs and ask to be removed from 
mailing lists. Whenever possible, use the Internet to obtain (and pay) bills, news, catalogs, 
stock reports and other information that usually comes to your house in a paper format. 
Reducing paper reduces waste. 

 Start a garden. Food that you grow yourself does not have to be "processed" or "packaged", 
and no fossil fuels are needed to get it to the store and then to your house.  

 Start a compost or vermiculture to transform your household garbage (food wastes, coffee 
grounds, etc), into a rich earth-like material that can be added to a garden to help plants 
grow. Grass, leaves, paper, and some other types of food can naturally decay and turn into 
compost, and that compost can then be put to good use in your garden. You can also help your 
family replace lawns with mulched gardens that are just as pretty, but are better for our 
environment. 
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Reuse 

You can "reuse" materials in their original form instead of throwing them away, or pass those 
materials on to others who could use them too! Remember, one man's trash is another man's treasure! 
Here are some examples of reuse. 

 Take along washable cups or travel mugs instead of disposables; a lot of restaurants and 
convenient stores will be glad to fill or refill your own mug.  

 When you do use disposables like plastic cups, plates, utensils, and plastic food storage bags, 
don't throw them away! Wash and reuse them -- most of them will last for a long time with 
many uses. They may not cost much to replace, but it doesn't make any more sense to throw 
away those things than it does to throw away your bicycle after one use. 

 And speaking of bicycles (or other durable goods like washers, dryers, etc.) -- why not repair 
them rather than replace them when they break? This is another form of "reuse". New is not 
always better, nor it is always necessary. You'll be helping your environment, but your 
pocketbook will thank you too!  

 When you do decide to replace something large and "reusable", be sure to donate the old one 
to charitable outlets like Goodwill, Salvation Army, Habitat for Humanity, Vietnam Veterans, 
and the many others that are probably in your area. Most of the time the item can be repaired 
by those groups, and then redistributed into other homes rather than landfills. 

 Hold a yard sale or give-away. And ask your neighbors to join in too -- this shares the work and 
increases the number of unused things that can find new homes and new uses. And your local 
recycling/solid waste office may run a "swap shop" at a recycling centers --  

 When you do need to purchase something, check those yard sales and charitable outlets first 
to see if they have what you need before selecting something new. 

 Use cloth gift bags and stop ripping the paper off gifts! If you remove the wrapping paper 
carefully, you can use it again, and there's nothing wrong with doing just that! And don't 
forget to use canvas or cloth bags when shopping so you don't need to make the choice 
between "paper or plastic."  

 Use washable table napkins instead of paper napkins -- cloth napkins are usually much larger 
and more absorbent than paper products, and they can dress up your dinner table too! 

 New baby? Buy washable cotton diapers (look for them at yard sales or charitable outlets). 
Check the yellow pages to see if there is a diaper service in your area. If you select those with 
velcro wraps, reusable diapers are just as convenient and may even be cheaper than 
disposable diapers. 

Recycle 

Recycling occurs when you save and take reusable materials to places where they can be remade into 
either the same product or new products, rather than to just toss them in the trash. Making new items 
from recycled ones also takes fewer energy and other resources than making products from brand new 
materials. 
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Just about anything in your home (or office or school, etc.) that cannot be reused CAN be recycled 
into something else. You'd be amazed what can be done with a recycled product ...a recycled soda 
bottle, for example, can be made into T-shirts, combs, or hundreds of other plastic goods that can be 
used for many years. Even your brand new computer case might be made from ordinary recycled 
plastics. And paper products can take on different forms as well -- an old phone book or coloring book 
might become one of your school books or a composition notebook.  

Conservation and sustainable management of natural and man-made resources  

Research activities will be targeted to improve the knowledge basis and develop advanced models and 
tools needed for the sustainable management of resources and the creation of sustainable 
consumption patterns. This will enable the prediction of the behaviour of ecosystems and their 
restoration, and the mitigation of degradation and loss of important structural and functional 
elements of ecosystems (for biodiversity, water, soil and marine resources). Research on ecosystem 
modeling will take account of protection and conservation practices. Innovative approaches to 
develop economic activities from ecosystem services will be promoted. Approaches will be developed 
to prevent desertification, land degradation and erosion, and to stop biodiversity loss. Research will 
also address sustainable management of forests and the urban environment including planning, and 
waste management. The research will benefit from and contribute to the development of open, 
distributed, inter-operable data management and information systems and will underpin assessments, 
foresight, and services related to natural resources and their use. 
 
The ever-growing resource of built structures demands conceptual, strategic and economic 
considerations, which not only deal with protected buildings, but reflect, on the whole, built 
environment and infrastructure. Abroader view of economic factors begs the question of the criteria 
relevant to decisions about preserving or demolishing a building. Long term and sustainable use of any 
artifact requires strategic approaches and skills.  
‗Sustainable Management of Man-made Resources‘ (SUMA) deals with fundamentals, terms, definitions 
and methods in the field of real-estate management. The course also engages with sustainable 
rationing of building stocks as well as methods of assessment and evaluation; 

- It has led to production of quality resource that can be   that can be used to accomplish most 

task / activity. 

- It has led to sustainability. We have all the man made resources available. 

- It lowers the overall cost of production that is it cuts   the cost of importing products that we 

can produce in our own. 

- It enhances accessibility that is when the resource is near   one need not to travel far. 

- The economy of the county is improved or maintained e.g jua kali.   

 
 
  
 
REVISION QUESTIONS 

 

1. Explain the meaning of man-made resources 
2. Discuss various types of man-made resources 
3. Explain ways of managing man-made resources 
4. Discuss the impact of managing man-made resources 
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 CHAPTER FOUR                                          

HUMAN RESOURCE   

Specific Objective 

By the end of this topic, the trainee should be able to; 

a) Discuss various types of natural resources 

b) Discuss the characteristics of natural resources 

c) Discuss the various ways of managing different types of natural resources 

d) Discuss the impact of conserving natural resources 

 

INTRODUCTION 

Meaning of Human Resource 

Human  Resource  is  a set of practicing policies , practices  and programmes designed  to  maximize  

both   personal  and organization  goals . It is the process of binding   people and organization 

together so that the objective of each are achieved. 

 

Features of Human Resource Management 

1. Comprehensive function – Human   resource management   is concerned   with managing   people as 

work. It covers all type of people at all levels, in the organization. 

2. People oriented- Human   resource management   is concerned with employees as individuals as 

well as group. It is the task of dealing with human relationships within an organization. It is the 

process of achieving   the best fit between individual s, jobs, organizations and the environment.  

3. Action oriented – Human resource management focuses on action rather than on record keeping or 

procedures. 

4. Individual oriented – Under human resource management, every employee is considered as an 

individual so as to provide   services and programmes to facilitate  employee satisfaction and growth.  

5. Development  oriented – Human  resource  management  is concern with developing  potential of 

employees so that  they  get  maximum  satisfaction  from their  work  and give   their  best  effort  to 

the  organization. 

 

Objectives of Human Resource 

i) To help the organization attain its goals by providing well-trained and well-motivated 

employees. 
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ii) To employ the skills and knowledge of employees efficiency and effectively i.e.  to 

utilize  human  resource  effectively. 

iii) To  enhance  job  satisfaction and self  actualization of employee by encouraging  and 

assisting  every  employer to  realize  his/her  full potential. 

iv) To establish and maintain productive, self -respecting and internally satisfying 

working relationships among all the members of the organization. 

v) To bearing about maximum individual development of member of the organization by 

providing opportunities for training and advancement.  

vi) To  secure  the integration of all the individual  and group with the organization by  

reconciling  individual /group  goals  with those  of  an organization. 

vii) To develop   and maintain a  quality  of work  life(QWL) which  makes  employment  in  

the organization  a  desirable  personal  and social  situation. 

viii) To maintain high morale and good human   relations within the organization. 

ix) To help maintain ethical policies and behavior inside and outside the organization. 

x) To manage change to the mutual advantages of individual, group the organization and 

the society. 

xi) To recognize and satisfy initial needs and group goals by offering appropriate 

monetary and non-monetary incentives. 

Requirements   for attaining the above objectives  

i) Recruiting    the right  personnel possessing  necessary  skills and attitude. 

ii) Developing  clearly  defined objectives and policies  through  common  understanding  

and  mutual  consultation. 

iii) Communicating  and explaining  the goals  to be achieved  and the contribution  

expected  of  every  ember  of the  organization. 

iv) Dividing   the tasks   properly  with  clear cut  authority , responsibility and 

relationship of one  position with another.  

v) Maintaining  sound  industrial and human  relations so as to secure  the  willing  co-

operation of all. 

vi) Providing   suitable  monetary  and non-monetary   rewards for the contributions of  

employees. 

 

Importance of Human Resource Management 

The significance of human  resource  management   can be discussed   at four levels – corporate, 

social, profession and  national. 

1. Significance of  an  enterprise  

Human   resource  management  can help an  enterprise in achieving    its goals  more  efficiently 

and effectively in the following  ways.  
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a) a) Attracting  and retaining  the required   talent through    effective  resource  

planning, recruitment  selection , placement , and orientation compensation and 

promotion policies.  

b) Developing  the necessary skills and right  attitude among  the employees through  

training  development . 

c) Securing  willing  co-operation of employees through  motivation. 

d) Utilizing   effectively  the available human  resource.  

e) Ensuring  that  the   enterprise  will have in future  a team of  competent  and 

dedicated  employees. 

 

 

 

 

Process Of Developing Human Resources 

a)  PLANNING 

 Human  resource  planning  is the process by  which management  determines how an organization 

should   move from its current  manpower position to  its  desired  man power position. 

Characteristics of Human Resource planning 

1. Human   resource planning like all planning is forward looking or future oriented. It involves 

forecast of the man power needs in a future time periods so that adequately and timely 

provision may be made to meet the needs. 

2. Human   resource planning    is an ongoing or continuous process. 

3. It is the primary responsibility in management so as to ensure effective utilization of the 

organization‘s human resource.  

4. Human resource planning is an integral part of corporate planning. 

5. Human resource planning   is a system approach to human  resources. 

 

Objectives of human resource planning 

 To ensure optimum use of existing human resource; 

a. To    forecast  future   requirement s for  human  resource. 

b. To provide control  measures to ensure that necessary  human  resource  are available  

as and  when required. 

c. To link  human  resource  planning  with  organizational planning  

d. To  access the surplus  and shortage of  human resources.  

e. To anticipate the impacts of technology on jobs  and human  resources. 

f. To determine  levels of   recruitment  and   training. 

g. To estimate  the cost of  human  resources  and housing  needs of employees. 
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h. To provide  a basis  for   management  development  programme. 

i. To facilitate  productivity   bargaining  . 

j. To meet the needs of expansion  and diversification programme. 

 

 

Need and  importance  of Human  Resource Planning;  

i) To carry on  it s  work   and  to achieve its objectives, every  organization  requires employees  

with adequate  knowledge , experience  and  attitudes. Human resource  planning  is helpful  in 

selection   and training   activities. 

ii) Human  resource planning  identifies gaps in existing man power in terms of their    quantity and 

talents 

iii) Provision  for  replacement of  personnel can be  through  human   resource planning   that is 

replacing   retired  employees who die, resign  and become  incapacitated due to  injury. 

iv) Human  resource planning  facilitates expansion and diversification of an organization. 

v) Human  resource  planning  creates  awareness about the effective  utilization of human  resource   

throughout the organization. 

vi) Human   resource planning  is helpful in  effective  utilization of technological  progress. To meet  

the challenge of new  technology existing  employees need to be  retrained  and new  employees  

may  be  recruited . 

vii) With  the help of human  resource  planning  areas of surplus  man  power  can be anticipated  

and timely  action  can be taken .  

viii) Human  resource planning  is useful  in  anticipating  the cost of human  resource  which   

facilitates  the budgeting  process. It also helps  in controlling  human  resource costs  through  

effective  utilization . 

ix) Human   resource planning   facilitates  career  succession planning  in organization. 

x) Human   resource planning   helps  in planning  for  physical facilities. 

Human Resource  Planning  has increased due to following  reasons: 

1)  Employment  situation – Number of educated  unemployed  is increasing  and   there is acute  

shortage for a variety  of skills. This  situation  requires more  effective  recruitment  and 

retraining of people.  

2)  Technological changes- wide spread and rapid  changes  in production   technology  marketing  

methods and management  techniques are having  profound  effects on the content and  

converts of jobs. 

3) Organizational changes-size of the  firm is increasing   rapidly changes in environment  

requires  changes  in organization structure and activities which  affects  requirement  for   

human  resources.  
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4) Demographic changes – The profile of the workforce in terms of age, sex, education, technical 

skills and social background is changing. 

5) Shortage of  skills- Organization has become  increasingly complex  and requires a wide-range  

of  specialized skills. These skills are scarce and problems arise when  employees with these 

skills leave  an organization. 

6) Legislative  controls – Law with  regard to working  conditions, working   hours, weaker 

sections. Therefore managers must  look ahead and foresee man power  problems with the 

help of  systematic human  resource planning.. 

 

Process of Human Resource Planning ( Accessing  Human  Resource Requirements) 

The major stages involved in human resource planning  are given below; 

1. Analyzing  organizational  plans 

 The objectives and strategic  plans  of the company are analyzed organization structure and job  

design should be made clear  and changes in the  organization structure  should  be examined  so 

as to anticipate  its  manpower requirement. A company‘s  plans are based on economic forecast, 

company‘s  sales and expansion forecast and the labour  market  forecast. 

2. Forecasting  demand for human Resource (Manpower forecasting) 

 On the basis of corporate and functional plans and future activity levels, the future needs for 

human resources in the organization are anticipated. The number of people and the skills level 

needed in future depend on reductions and sales budgets in a manufacturing enterprise. 

 

 

3. Forecasting  supply of Human Resource 

 Every organization has to sources of supply of human resource- internal and external. Internally 

human resources can be obtained for   certain posts through promotion and transfers. Human 

resources flow in and out of organization due to several reasons. Man power inventory helps in 

determining and evaluating the quantity and quality of the internal human resources. It reveals 

what exist in stock of man power and what can be expected in future. 

4. Estimating manpower gaps  

Net human resource requirement or manpower gaps can be identified by comparing demand 

forecasts and supply forecasts. Deficits suggest the number of persons to be recruited similarly 

gaps may   occur in terms of knowledge, skills and aptitudes. 

 

5. Action planning  

Once   the manpower   gaps are defied, plans are prepared to bridge these gaps. Plans  to meet 

the surplus  man power  descries in brief the tasks, duties and responsibilities which  need to be 

charged  foe  effective job  performance. 
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b) TRAINING 

Training  is the process  of  increasing  the  knowledge and skills for doing   a particular  job  . It  is an  

organized  procedure by which  people learn  knowledge and skills  for a definite  purpose. The  

purpose  of  training  is basically  to  bridge the gap  between  job  requirement and present  

competence of an  employee. 

Need  for training 

Training  is requiring on account  of the following reasons: 

1. Job  requirement- Employees selected  for a job  might  lack  the qualification required to perform  

the  job   effectively. New  and inexperienced  employees require detailed instructions for  effective  

performance on  the job. 

2. Technological  changes – Technology  is  changing  very  fast. Now  automation  and mechanisation 

have  are been increasingly applied  in offices and service sector. 

3.Organisational viability – In order to survive  and  grow,  an organization must continually  adopt 

itself to the changing  environment. With  increasing  economic  linearization and  globalization, 

business firms  are  experiencing  expansion growth  & diversification. 

4.Internal  mobility – Training  becomes necessary when  an  employee moves from one job to another 

due to promotion and transfer. 

Advantages of training 

1. Higher  productivity- Training  helps  to improve  the level of performance. Trained  

employees perform better  by using  better  method of work. 

2. Better  quality  of work – Informal  training  , the  best  methods are  standardized  and taught  

to  employees. 

3. Cost  reduction – Trained  employees make more  economical use of materials and machinery . 

4. Reduced  supervision- Well trained  employees  tend to be self –reliant and motivated. 

5. Low  accident-rate – Trained  personnel  adopt the  right  work  method   and make use of the 

prescribed safety devices 

Reasons for training 

a) The installation of new equipment or techniques  which  require  new  or improved  

skills. 

b) A change  in  working method. 

c) A change in product , which may  necessitate  training 

d) A realization that  performance is inadequate. 

e) Labour  shortage, necessitating the  upgrading . 

f) A desire  to  reduce  the amount  of  accidents. 

g) Promotion  or transfer of individual employees               

Benefits  of training 
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Training  is useful  to employees in the following  ways. 

 

i) Self  confidence- Training  helps to improve the self  confidence of  an employee. 

ii) Higher earnings- Trained  employees can  perform better  and  herby earn more . 

iii) Safety – Training  helps  an employee to use   various  safety devices. We  can handle   

the machines safety  and  become less prone to  accidents. 

iv) Adaptability- Training  enables an employee to adopt  to changes  work  procedures 

and methods. 

v) Promotion – Through   training  employees can develop himself  and earn promotions. 

 

Types of Training 

1. Orientation training 

Induction   or orientation  training seeks to adjust newly appointed   employees  to the work  

environment. Every  new  employees need to be made fully familiar with his job, his  superior  and 

subordinates.  

2. Job  training  

It  refers to the training  provided  with a view  to increase the knowledge  and skills  of an employee 

for improving  performance on the job. 

3. Safety  training  

Training   provided to minimize  accidents  and damage to machinery. It  involves   instruction in the 

use of  safety devices and in safety  consciousness. 

4. Promotion  training  

It involves training of existing  employees to enable  them  to perform higher-level  job. 

5.Refresher  training 

When existing   techniques become  absolute  due to the development of better  techniques 

employees have to be trained  in the use of new  methods and techniques with the passage   of time  

employees may  forget  some of the  methods of doing  work. Refresher training   is designed  to 

revise  and refresh the knowledge and to update the skills of the existing  employees.  

 

5. Remedial  training 

Such  training  is arranged to  overcome  the shortcoming  in the behavour  and performance of old  

employees. 

Identifying  training  needs  

 

1.Organisational  analysis 
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It  involves a study of the entire  organization in terms of its objectives, its  resources  allocation and 

utilization, growth  potential and  its  environment. Its  purpose  is to determine  where  training  

emphasis  should be placed within the  organization. 

2. Tasks  or role  analysis 

It  is  a systematic   and detailed  analysis  of job  to identify  job  content  the knowledge, skills  and 

aptitudes required  and the work   behaviour. On the art of the job  holder particular attention should  

be paid to the tasks to  be  performed, the methods to be used, the way employees  have learnt these  

methods and the performance standards  required  of employees. 

3. Manpower analysis. 

In this   analysis  the persons  to be  trained  and the changes  required in the  knowledge, skills and 

aptitudes of an employees are determined . First, it is necessary to decide  whether  performance of 

an individual is substandard and  training is needed. Secondly it is determined whether the employees 

are capable  of being   trained.  Thirdly  the specific areas  in which  the individual  requires  training  

will improve  the employees  performance or not is determined. 

Objectives of training 

a) To impart  to new  entrants the basic  knowledge  and skills required for efficient 

performance of definite  tasks. 

b) To assists the employees  to  function more  effectively  in their   present  position by 

exposing  them  to the  latest  concept, information and  techniques & developing skills they 

would require in their  particular  field. 

c) To build up  a  second  line  of competent  officers and  prepare  them  to occupy  more  

responsible  position. 

d) To broaden  the minds   of  senior  managers  through  interchange of experience within   and 

outside so as  to correct  out loaded  caused to over specialization 

Training methods & Techniques 

A) On-Job-Training (OJT)- In this method the trainee is placed on a  regular job  and taught  the skills  

necessary  to perform  it. The  trainee learns  under  the guidance  and supervision of the superior or 

an instructor. 

Advantages of On Job Training 

1) The trainee learns on the actual  machine  in use  and in the real environment of  the  job 

thus  he is  better motivated to learn  and there is  no problem of  turnover of training  skills 

to the job. 

2) This  method is very  economical because  no additional  space, equipment, personnel  or 

other facilities are  required for training . 

3) The trainee  learns   the rules and regulation and procedures by observing  their  day to day  

application. 
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4) This is the most  suitable method  for  teaching  knowledge  and skills which can be acquired  

through personal observation in a relatively   short time  period. 

5) Line  supervisors take an active part in training  their  subordinates . 

 

Disadvantages of On-Job training 

1) The learner finds  it difficult to concentrate due to  noise  of the actual workplace. 

2) This  method is often  haphazard due to  noise  of the actual work-place. 

3) In this  method  the  trainee  may  cause  damage to costly equipment and materials. 

B) Vestibule  training 

In  this method  a training  centre called vestibule is set up and actual job  conditions are duplicated. 

 

 

Advantages of vestibule  training  

1. Trainee  can  concentrate  on learning  without  disturbance  of the work place noise. 

2. The  interest  and motivation of the  trainee  are high as the real  job  conditions are  

duplicated. 

3. This  method  is essential in cases, where  on the  job  training  might  result  in a  serious  

injury, costly event  or the destruction of valuable  equipment and materials. 

4. Correct  method  can be taught effectively by  the trained  instructor  who  knows  how to  

teach. 

5. It  permits  the trainee  to practice  without  the  fear  of being  observed  and indicated  by 

the superior  . 

6. It is  very   efficient  method   of training  a  large  number  of employee works. 

 

Disadvantages  vestibule training. 

1. It  is the most  expensive  method  because  of additional investment  in classroom,,  

equipment  and experts trainers. 

2. Training   situations is   somewhat  artificial  and the trainee does not  get  a  feel of  the  real  

job. 

3. Separation  of training  from  the supervisory responsibilities  may  lead to problems in the 

organization. 

 

c) Apprenticeship Training 

In this  method  theoretical instruction and practical learning are provided to  trainees in training  

institutes. 

Advantages  of  apprenticeship training 

1. The  main  advantages of  this  method are that   it  combines  theory  and practice. 
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2. The trainee acquires  skills which  are  valuable  in the job  market. 

3. Apprenticeship programmed provide skilled workforce to industry. 

Disadvantages  of apprenticeship training 

1. Apprenticeship training  is time  consuming  and  expensive . 

2. Many  persons leave the training programmed midway as the training  period  ranges  from  

one year  to five  years. 

3. Apprenticeship training  is the  oldest method of training. 

Principles of training 

The following  guidelines can help to make training  more  effective. 

1. Clear  objective- The  objective and scope of a training  programmed  should  be clearly 

defined. 

2. Training  policy a  clearly defined training  policy serves  as a guide for designing  and 

implementing  training  programmes.  

3. Motivation- employees tend to be most  responsive to training  programmes when  they  feel 

the need  to learn . Therefore  training  must be related to the  needs  and problems of the 

trainees  as well as to  their abilities and aptitudes.  

4. Reinforcement – According  to  BF skinner‘s behavior  modification model – When behaviour  is 

repeatedly rewarded . It  becomes  a permanent part of one‘s personality. Learning is more  

effective  when there is  reinforcement in the form of rewards and punishment. 

5. Organized   materials- Training  material should be  properly  organized a complete outline of 

the whole  course  should  be distributed  in  advance  coming  to the  class. 

6. Learning  period- Learning  takes  time and teaching in segments is better  then in one  go  

several  short  sessions spread  over  a long  period enables the trainee  to learn  reinforce and 

review.  

7. Preparing  the instructor – The  instructor  or trainer  is the key figure  in training  

programme. The  trainer should not only  be a good  teacher but  must know  the subject  and 

the  job  also.  

8. Feedback – Trainee should be provided  with information on how much  they  learn   and how  

they  are doing. 

9. Practice- Practice makes  a man perfect. Skills  that are practiced often are better learned  

and less easily forgotten. Therefore, trainee should be  allowed  continuous practice. 

 

d) Sourcing 

It is the process of searching for prospective employees and stimulating them to apply for jobs in the 

organization 

How to set out recruitment  

a) Through  advertisement 
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b) Through employment  agencies 

c) From labour  unions 

d) Through fate hiring e.g. getting people who look for employment on their own. 

e) Employee recommendations 

f) Public  employment agencies 

g) On campus  recruitment 

 

Selection 

It is an effort of the organization   to select a fixed number of personnel from a large number of 

applications. 

 

 

 

Types of selection test  

 Achievement Test 

 Intellectual test 

 Personality test 

Placement 

It is the actual placing of the candidates on their jobs initially on probation basis after selection. This 

takes three month and if an employee completes this period successfully, then they become the 

permanent employee of the organization. 

Advantages of selection tests 

a) It is used to weed out the large number of candidates who may not consider for employment 

in the organization. 

b) They are able to reveal the qualities and potentials of prospective employees which can not 

be known by other methods including personal interview. 

c) It is not biased and a person who does not get selected in the basis of the selection tests can 

be arguing that selection was unfair. 

Disadvantages 

It fails to make a 100% prediction of an individual on the job success. 

Its use is not economical if the number of applicants is small. 

Training 

It is the act of increasing the knowledge and skills of an employee for doing a particular job. 

Development 

It is broadly the nature and direction of change induced in employees through the process of training 

and education. 

Importance of training & Development 
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a) It increases the efficiency in work 

b) Increases the morale of employees. 

c) Brings better human  relations 

d) Helps  to reduce  supervision of work 

e) Increases the  organizational viability on flexibility  

 

f) Motivation 

Non- financial incentives as motivator  

Status 

This referees to the ranking   of people in the firm. It includes rights and duties in the organization  

Promotion 

It is a movement to a position in which responsibilities are increased. Promotion satisfies the need of 

human beings in the organization. 

Responsibility 

Most people prefer a responsible job, that satisfies people‘s natural and inherent characteristics and 

they put more effort s for completing the job. Making job pleasant and interesting. By designing such 

that it allows the employees to satisfy their natural instinct e.g.  through job enlargement and job 

enrichment. 

Recognition of work 

Appreciating the work of the subordinates does motivate them. 

Job Security 

If worker‘s job is secure, he feels happy and less worried thus being motivated. 

Encouraging the team spirit 

By encouraging the workers to work in cooperation and coordination in order to achieve the 

organization goals will motivate them. 

Participation 

The superior-subordinate relationship emphasis  that superior  takes  the decision  and  subordinates 

implement them  and they also  be involved in making  the decision . 

Good communication 

Better channel of communication in the organization. 

Transactional Analysis (TA) 

It is used to develop better interpersonal interaction among individuals. It involves understanding of 

personality factors of individual and their ego with which they interact. 

Ego – It is a person way of thinking, feeling and behaving at any time.  

 

 

Importance of Transactional Analysis (TA) 
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a) It helps to develop positive thinking about people i.e.  changing  negative  to positive  

feelings. 

b) It motivates 

c) It leads to organizational development. 

d) Improves interpersonal relationship by providing understanding of ego. States of persons 

involved in interaction thus improving interpersonal effectiveness. 

Promotion  

It is a change from one jot to another that is better in terms of status and responsibility. 

Importance of promotion 

a) Leads to job satisfaction  

b) Provides motivation to employees 

c) Increases productivity and employees resistance to certain changes are reduced 

d) It provides economic and moral development in the organization. 

The role of the government in resource management  

Administrative duties on the government go beyond unto the resource management practices.  

Various structures that are laid in the government are aimed at consolidating strength for 

environment policy that is connected to the external agencies responsible for environment and 

resource management.  

To affair this, the government takes the following roles.  

- Formation of policies that will guard against and for environment degradation 

- Its done by allowing rules and regulation in the constitutional of a country  

- It specifically provides penalties against environmental and resource management defaulters  

- Improving government machinery on resource management  

- The government ,and as it desires use the manpower behind it forcefully to enact the rules for 

environment and resource management practices e.g the police and other civil servants.  

- Ratification of environment laws on resource management 

- Management policies conquer with international standards  

 

 

 

Empowerment advocacy and lobbying  

In absence of preferred machinery, the government might cope with resource management practices 

by use of technical man power (environmentalist) to sensitize the mass on resource management 

issues. 

It involves building capacity in people to maturely cover the needs of resource management. 

Drawing mission, vision and philosophies  
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A mission and vision to attain realistic objectives and am by use of personal tenetism (believe) in 

ensuring that advocacy and lobbying cross to the trusted level e.g cut one plant two.  

6. Training seminar and workshops. 

These are facilities that are used to examine a valuable resource skills and adding up to a new ones to 

improve the guard of resources.  

The source of such information is usually resource persons. Actively the government trains people 

vocationally, periodically and informally on resource management practice to highlight on the plight 

and isolation of the client.  

Trainings provide insight examination on the resource management practices and organization. 

Promotions of the use of technology in the globalization process. Substitutes of degraded materials 

e.g  oil or water can easily be used to allow time for recycling of the natural resource required.  

The government adopts law to that effect uniformly to avoid reservation and preservation of these 

natural resources in the environment. 

Other practices in the government involve; 

i) Sending exports to learn from case studies on resource management from the countries.  

ii) They can also import resource management labor specialist to promote the planning and 

coordination of resources using the already made practices which was successful. 

Government agencies responsible for environmental conservatory  

i) Ministry of environment and natural resource management  

ii) Green belt movement  

iii) National Environment management Association (NEMA) 

iv) United Nations Environment Program (UNEP) 

v) University College and training Institution Society  

vi) The local Government  

Challenges of the government in resource management  

- Poor Implementation records  

- Inadequate infrastructure  

- Poor Financial Management.  

- Conflicting Government policies.  

- Negotiation  

- Progressing deliveries  

- Placing contract  

- Satisfying payments  

 

REVISION QUESTION 

1. Discuss various types of natural resources 

2. Discuss the characteristics of natural resources 

www.kenyanexams.com

http://kenyanexams.com


 

 

3. Discuss the various ways of managing different types of natural resources 

4. Discuss the impact of conserving natural resources 

 

 

 

 

 

 

 

 

 

 

 

CHAPTER FIVE 

FINANCIAL RESOURCES 

Specific Objectives 

By the end of this topic, the trainee should be able to; 

a) Explain the meaning of managing of financial resources 

b) Discuss sources of finances  

c) Discuss ways of managing finances 

d) Discuss ways of controlling finances 

e) Discuss challenges of financial management 

 

INTRODUCTION 

Meaning of financial resources 

Finance is the science of funds management. The general areas of finance are business finance, 

personal finance, and public finance. Finance includes saving money and often includes lending 

money. The field of finance deals with the concepts of time, money, risk and how they are 

interrelated. It also deals with how money is spent and budgeted. 

One facet of finance is through individuals and business organizations, which deposit money in a bank. 
The bank then lends the money out to other individuals or corporations for consumption or investment 
and charges interest on the loans. 

Loans have become increasingly packaged for resale, meaning that an investor buys the loan (debt) 
from a bank or directly from a corporation. Bonds are debt instruments sold to investors for 
organizations such as companies, governments or charities. The investor can then hold the debt and 
collect the interest or sell the debt on a secondary market. Banks are the main facilitators of funding 
through the provision of credit, although private equity, mutual funds, hedge funds, and other 
organizations have become important as they invest in various forms of debt. Financial assets, known 
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as investments, are financially managed with careful attention to financial risk management to 
control financial risk. Financial instruments allow many forms of securitized assets to be traded on 
securities exchanges such as stock exchanges, including debt such as bonds as well as equity in 
publicly traded corporations. 

Central banks, such as the Federal Reserve System banks in the United States and Bank of England in 
the United Kingdom, are strong players in public finance, acting as lenders of last resort as well as 
strong influences on monetary and credit conditions in the economy 

Sources of finance 

Sourcing money may be done for a variety of reasons. Traditional areas of need may be for capital 
asset acquirement - new machinery or the construction of a new building or depot. The development 
of new products can be enormously costly and here again capital may be required. Normally, such 
developments are financed internally, whereas capital for the acquisition of machinery may come 
from external sources. In this day and age of tight liquidity, many organizations have to look for short 
term capital in the way of overdraft or loans in order to provide a cash flow cushion. Interest rates 
can vary from organization to organization and also according to purpose. 

A company might raise new funds from the following sources:  

 
i) new share issues, for example, by companies acquiring a stock market listing for the first time  

ii) rights issues 

 
 

 
 

 
 capital 

 

Ordinary (equity) shares 

Ordinary shares are issued to the owners of a company. They have a nominal or 'face' value, typically 
of $1 or 50 cents. The market value of a quoted company's shares bears no relationship to their 
nominal value, except that when ordinary shares are issued for cash, the issue price must be equal to 
or be more than the nominal value of the shares.  

Deferred ordinary shares  

are a form of ordinary shares, which are entitled to a dividend only after a certain date or if profits 
rise above a certain amount. Voting rights might also differ from those attached to other ordinary 
shares.  

Ordinary shareholders put funds into their company:  

a) by paying for a new issue of shares 
b) through retained profits. 
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Simply retaining profits, instead of paying them out in the form of dividends, offers an important, 
simple low-cost source of finance, although this method may not provide enough funds, for example, 
if the firm is seeking to grow.  

A new issue of shares might be made in a variety of different circumstances:  

a) The company might want to raise more cash. If it issues ordinary shares for cash, should the shares 
be issued pro rata to existing shareholders, so that control or ownership of the company is not 
affected? If, for example, a company with 200,000 ordinary shares in issue decides to issue 50,000 
new shares to raise cash, should it offer the new shares to existing shareholders, or should it sell them 
to new shareholders instead?  
i) If a company sells the new shares to existing shareholders in proportion to their existing 
shareholding in the company, we have a rights issue. In the example above, the 50,000 shares would 
be issued as a one-in-four rights issue, by offering shareholders one new share for every four shares 
they currently hold.  

ii) If the number of new shares being issued is small compared to the number of shares already in 
issue, it might be decided instead to sell them to new shareholders, since ownership of the company 
would only be minimally affected. 

b) The company might want to issue shares partly to raise cash, but more importantly to float' its 
shares on a stick exchange.  

c) The company might issue new shares to the shareholders of another company, in order to take it 
over. 

New shares issues  

A company seeking to obtain additional equity funds may be:  

a) an unquoted company wishing to obtain a Stock Exchange quotation  

b) an unquoted company wishing to issue new shares, but without obtaining a Stock Exchange 
quotation  

c) a company which is already listed on the Stock Exchange wishing to issue additional new shares. 

The methods by which an unquoted company can obtain a quotation on the stock market are:  

a) an offer for sale 
b) a prospectus issue 
c) a placing 
d) an introduction. 

Offers for sale:  

An offer for sale is a means of selling the shares of a company to the public.  

a) An unquoted company may issue shares, and then sell them on the Stock Exchange, to raise cash 
for the company. All the shares in the company, not just the new ones, would then become 
marketable.  
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b) Shareholders in an unquoted company may sell some of their existing shares to the general public. 
When this occurs, the company is not raising any new funds, but just providing a wider market for its 
existing shares (all of which would become marketable), and giving existing shareholders the chance 
to cash in some or all of their investment in their company. 

When companies 'go public' for the first time, a 'large' issue will probably take the form of an offer for 
sale. A smaller issue is more likely to be a placing, since the amount to be raised can be obtained 
more cheaply if the issuing house or other sponsoring firm approaches selected institutional investors 
privately.  

Rights issues  

A rights issue provides a way of raising new share capital by means of an offer to existing 
shareholders, inviting them to subscribe cash for new shares in proportion to their existing holdings.  

For example, a rights issue on a one-for-four basis at 280c per share would mean that a company is 
inviting its existing shareholders to subscribe for one new share for every four shares they hold, at a 
price of 280c per new share.  

A company making a rights issue must set a price which is low enough to secure the acceptance of 
shareholders, who are being asked to provide extra funds, but not too low, so as to avoid excessive 
dilution of the earnings per share.  

Preference shares  

Preference shares have a fixed percentage dividend before any dividend is paid to the ordinary 
shareholders. As with ordinary shares a preference dividend can only be paid if sufficient distributable 
profits are available, although with 'cumulative' preference shares the right to an unpaid dividend is 
carried forward to later years. The arrears of dividend on cumulative preference shares must be paid 
before any dividend is paid to the ordinary shareholders.  

From the company's point of view, preference shares are advantageous in that:  

with 
interest payments on long term debt (loans or debentures).  

shareholders while an issue of equity shares would not.  

g preference shares will lower the company's gearing. 
Redeemable preference shares are normally treated as debt when gearing is calculated.  

sense that preference share capital is not secured against assets in the business.  

-payment of dividend does not give the preference shareholders the right to appoint a 
receiver, a right which is normally given to debenture holders. 

However, dividend payments on preference shares are not tax deductible in the way that interest 
payments on debt are. Furthermore, for preference shares to be attractive to investors, the level of 
payment needs to be higher than for interest on debt to compensate for the additional risks.  

www.kenyanexams.com

http://kenyanexams.com


 

 

For the investor, preference shares are less attractive than loan stock because:  

 

an attractive investment compared with the interest yields on loan stock in view of the additional risk 
involved. 

Loan stock 

Loan stock is long-term debt capital raised by a company for which interest is paid, usually half yearly 
and at a fixed rate. Holders of loan stock are therefore long-term creditors of the company.  

Loan stock has a nominal value, which is the debt owed by the company, and interest is paid at a 
stated "coupon yield" on this amount. For example, if a company issues 10% loan stocky the coupon 
yield will be 10% of the nominal value of the stock, so that $100 of stock will receive $10 interest 
each year. The rate quoted is the gross rate, before tax.  

Debentures are a form of loan stock, legally defined as the written acknowledgement of a debt 
incurred by a company, normally containing provisions about the payment of interest and the eventual 
repayment of capital.  

Debentures with a floating rate of interest  

These are debentures for which the coupon rate of interest can be changed by the issuer, in 
accordance with changes in market rates of interest. They may be attractive to both lenders and 
borrowers when interest rates are volatile.  

Security  

Loan stock and debentures will often be secured. Security may take the form of either a fixed charge 
or a floating charge.  

a) Fixed charge; Security would be related to a specific asset or group of assets, typically land and 
buildings. The company would be unable to dispose of the asset without providing a substitute asset 
for security, or without the lender's consent.  

b) Floating charge; With a floating charge on certain assets of the company (for example, stocks and 
debtors), the lender's security in the event of a default payment is whatever assets of the appropriate 
class the company then owns (provided that another lender does not have a prior charge on the 
assets). The company would be able, however, to dispose of its assets as it chose until a default took 
place. In the event of a default, the lender would probably appoint a receiver to run the company 
rather than lay claim to a particular asset. 

The redemption of loan stock  

Loan stock and debentures are usually redeemable. They are issued for a term of ten years or more, 
and perhaps 25 to 30 years. At the end of this period, they will "mature" and become redeemable (at 
par or possibly at a value above par).  

Most redeemable stocks have an earliest and latest redemption date. For example, 18% Debenture 
Stock 2007/09 is redeemable, at any time between the earliest specified date (in 2007) and the latest 
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date (in 2009). The issuing company can choose the date. The decision by a company when to redeem 
a debt will depend on:  

a) how much cash is available to the company to repay the debt 
b) the nominal rate of interest on the debt. If the debentures pay 18% nominal interest and the 
current rate of interest is lower, say 10%, the company may try to raise a new loan at 10% to redeem 
the debt which costs 18%. On the other hand, if current interest rates are 20%, the company is 
unlikely to redeem the debt until the latest date possible, because the debentures would be a cheap 
source of funds. 

There is no guarantee that a company will be able to raise a new loan to pay off a maturing debt, and 
one item to look for in a company's balance sheet is the redemption date of current loans, to establish 
how much new finance is likely to be needed by the company, and when.  

Mortgages are a specific type of secured loan. Companies place the title deeds of freehold or long 
leasehold property as security with an insurance company or mortgage broker and receive cash on 
loan, usually repayable over a specified period. Most organisations owning property which is 
unencumbered by any charge should be able to obtain a mortgage up to two thirds of the value of the 
property.  

As far as companies are concerned, debt capital is a potentially attractive source of finance because 
interest charges reduce the profits chargeable to corporation tax. 

Retained earnings 

For any company, the amount of earnings retained within the business has a direct impact on the 
amount of dividends. Profit re-invested as retained earnings is profit that could have been paid as a 
dividend. The major reasons for using retained earnings to finance new investments, rather than to 
pay higher dividends and then raise new equity for the new investments, are as follows:  

a) The management of many companies believes that retained earnings are funds which do not cost 
anything, although this is not true. However, it is true that the use of retained earnings as a source of 
funds does not lead to a payment of cash.  

b) The dividend policy of the company is in practice determined by the directors. From their 
standpoint, retained earnings are an attractive source of finance because investment projects can be 
undertaken without involving either the shareholders or any outsiders.  

c) The use of retained earnings as opposed to new shares or debentures avoids issue costs.  

d) The use of retained earnings avoids the possibility of a change in control resulting from an issue of 
new shares. 

Another factor that may be of importance is the financial and taxation position of the company's 
shareholders. If, for example, because of taxation considerations, they would rather make a capital 
profit (which will only be taxed when shares are sold) than receive current income, then finance 
through retained earnings would be preferred to other methods.  

A company must restrict its self-financing through retained profits because shareholders should be 
paid a reasonable dividend, in line with realistic expectations, even if the directors would rather keep 
the funds for re-investing. At the same time, a company that is looking for extra funds will not be 
expected by investors (such as banks) to pay generous dividends, nor over-generous salaries to owner-
directors. 
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Bank lending 

Borrowings from banks are an important source of finance to companies. Bank lending is still mainly 
short term, although medium-term lending is quite common these days.  

Short term lending may be in the form of:  

a) an overdraft, which a company should keep within a limit set by the bank. Interest is charged (at a 
variable rate) on the amount by which the company is overdrawn from day to day;  

b) a short-term loan, for up to three years. 

Medium-term loans are loans for a period of from three to ten years. The rate of interest charged on 
medium-term bank lending to large companies will be a set margin, with the size of the margin 
depending on the credit standing and riskiness of the borrower. A loan may have a fixed rate of 
interest or a variable interest rate, so that the rate of interest charged will be adjusted every three, 
six, nine or twelve months in line with recent movements in the Base Lending Rate.  

Lending to smaller companies will be at a margin above the bank's base rate and at either a variable 
or fixed rate of interest. Lending on overdraft is always at a variable rate. A loan at a variable rate of 
interest is sometimes referred to as a floating rate loan. Longer-term bank loans will sometimes be 
available, usually for the purchase of property, where the loan takes the form of a mortgage. When a 
banker is asked by a business customer for a loan or overdraft facility, he will consider several 
factors, known commonly by the mnemonic PARTS.  

- Purpose 
- Amount 
- Repayment 
- Term 
- Security 

P The purpose of the loan A loan request will be refused if the purpose of the loan is not acceptable 
to the bank. 

A The amount of the loan. The customer must state exactly how much he wants to borrow. The 
banker must verify, as far as he is able to do so, that the amount required to make the proposed 
investment has been estimated correctly. 

R How will the loan be repaid? Will the customer be able to obtain sufficient income to make the 
necessary repayments? 

T What would be the duration of the loan? Traditionally, banks have offered short-term loans and 
overdrafts, although medium-term loans are now quite common. 

S Does the loan require security? If so, is the proposed security adequate? 

Leasing 

A lease is an agreement between two parties, the "lessor" and the "lessee". The lessor owns a capital 
asset, but allows the lessee to use it. The lessee makes payments under the terms of the lease to the 
lessor, for a specified period of time.  
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Leasing is, therefore, a form of rental. Leased assets have usually been plant and machinery, cars and 
commercial vehicles, but might also be computers and office equipment. There are two basic forms of 
lease: "operating leases" and "finance leases".  

 

Operating leases  

Operating leases are rental agreements between the lessor and the lessee whereby:  

a) the lessor supplies the equipment to the lessee  

b) the lessor is responsible for servicing and maintaining the leased equipment  

c) the period of the lease is fairly short, less than the economic life of the asset, so that at the end of 
the lease agreement, the lessor can either  

i) lease the equipment to someone else, and obtain a good rent for it, or 
ii) sell the equipment secondhand. 

Finance leases  

Finance leases are lease agreements between the user of the leased asset (the lessee) and a provider 
of finance (the lessor) for most, or all, of the asset's expected useful life.  

Suppose that a company decides to obtain a company car and finance the acquisition by means of a 
finance lease. A car dealer will supply the car. A finance house will agree to act as lessor in a finance 
leasing arrangement, and so will purchase the car from the dealer and lease it to the company. The 
company will take possession of the car from the car dealer, and make regular payments (monthly, 
quarterly, six monthly or annually) to the finance house under the terms of the lease.  

Other important characteristics of a finance lease:  

a) The lessee is responsible for the upkeep, servicing and maintenance of the asset. The lessor is not 
involved in this at all.  

b) The lease has a primary period, which covers all or most of the economic life of the asset. At the 
end of the lease, the lessor would not be able to lease the asset to someone else, as the asset would 
be worn out. The lessor must, therefore, ensure that the lease payments during the primary period 
pay for the full cost of the asset as well as providing the lessor with a suitable return on his 
investment.  

c) It is usual at the end of the primary lease period to allow the lessee to continue to lease the asset 
for an indefinite secondary period, in return for a very low nominal rent. Alternatively, the lessee 
might be allowed to sell the asset on the lessor's behalf (since the lessor is the owner) and to keep 
most of the sale proceeds, paying only a small percentage (perhaps 10%) to the lessor. 

Why might leasing be popular  

The attractions of leases to the supplier of the equipment, the lessee and the lessor are as follows:  
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and apart from obligations under guarantees or warranties, the supplier has no further financial 
concern about the asset.  

payments from the lessee. Provided that a lessor can find lessees willing to pay the amounts he wants 
to make his return, the lessor can make good profits. He will also get capital allowances on his 
purchase of the equipment.  

 

i) if the lessee does not have enough cash to pay for the asset, and would have difficulty obtaining a 
bank loan to buy it, and so has to rent it in one way or another if he is to have the use of it at all; or  

ii) if finance leasing is cheaper than a bank loan. The cost of payments under a loan might exceed the 
cost of a lease. 

Operating leases have further advantages:  

lessee's balance sheet shows no increase in its gearing ratio.  

f high-
technology equipment, if the equipment becomes out-of-date before the end of its expected life, the 
lessee does not have to keep on using it, and it is the lessor who must bear the risk of having to sell 
obsolete equipment secondhand. 

The lessee will be able to deduct the lease payments in computing his taxable profits. 

 

Hire purchase 

Hire purchase is a form of instalment credit. Hire purchase is similar to leasing, with the exception 
that ownership of the goods passes to the hire purchase customer on payment of the final credit 
instalment, whereas a lessee never becomes the owner of the goods.  

Hire purchase agreements usually involve a finance house.  

i) The supplier sells the goods to the finance house. 
ii) The supplier delivers the goods to the customer who will eventually purchase them. 
iii) The hire purchase arrangement exists between the finance house and the customer. 

The finance house will always insist that the hirer should pay a deposit towards the purchase price. 
The size of the deposit will depend on the finance company's policy and its assessment of the hirer. 
This is in contrast to a finance lease, where the lessee might not be required to make any large initial 
payment.  

An industrial or commercial business can use hire purchase as a source of finance. With industrial hire 
purchase, a business customer obtains hire purchase finance from a finance house in order to 
purchase the fixed asset. Goods bought by businesses on hire purchase include company vehicles, 
plant and machinery, office equipment and farming machinery. 
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Government assistance 

The government provides finance to companies in cash grants and other forms of direct assistance, as 
part of its policy of helping to develop the national economy, especially in high technology industries 
and in areas of high unemployment. For example, the Indigenous Business Development Corporation of 
Zimbabwe (IBDC) was set up by the government to assist small indigenous businesses in that country. 

 

 

Venture capital 

Venture capital is money put into an enterprise which may all be lost if the enterprise fails. A 
businessman starting up a new business will invest venture capital of his own, but he will probably 
need extra funding from a source other than his own pocket. However, the term 'venture capital' is 
more specifically associated with putting money, usually in return for an equity stake, into a new 
business, a management buy-out or a major expansion scheme.  

The institution that puts in the money recognises the gamble inherent in the funding. There is a 
serious risk of losing the entire investment, and it might take a long time before any profits and 
returns materialise. But there is also the prospect of very high profits and a substantial return on the 
investment. A venture capitalist will require a high expected rate of return on investments, to 
compensate for the high risk.  

A venture capital organisation will not want to retain its investment in a business indefinitely, and 
when it considers putting money into a business venture, it will also consider its "exit", that is, how it 
will be able to pull out of the business eventually (after five to seven years, say) and realise its 
profits. Examples of venture capital organisations are: Merchant Bank of Central Africa Ltd and Anglo 
American Corporation Services Ltd.  

When a company's directors look for help from a venture capital institution, they must recognise that:  

 
 

 

The directors of the company must then contact venture capital organisations, to try and find one or 
more which would be willing to offer finance. A venture capital organisation will only give funds to a 
company that it believes can succeed, and before it will make any definite offer, it will want from the 
company management:  

a) a business plan  

b) details of how much finance is needed and how it will be used  

c) the most recent trading figures of the company, a balance sheet, a cash flow forecast and a profit 
forecast  

d) details of the management team, with evidence of a wide range of management skills  

e) details of major shareholders  
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f) details of the company's current banking arrangements and any other sources of finance  

g) any sales literature or publicity material that the company has issued. 

A high percentage of requests for venture capital are rejected on an initial screening, and only a small 
percentage of all requests survive both this screening and further investigation and result in actual 
investments. 

Franchising 

Franchising is a method of expanding business on less capital than would otherwise be needed. For 
suitable businesses, it is an alternative to raising extra capital for growth. Franchisors include Budget 
Rent-a-Car, Wimpy, Nando's Chicken and Chicken Inn.  

Under a franchising arrangement, a franchisee pays a franchisor for the right to operate a local 
business, under the franchisor's trade name. The franchisor must bear certain costs (possibly for 
architect's work, establishment costs, legal costs, marketing costs and the cost of other support 
services) and will charge the franchisee an initial franchise fee to cover set-up costs, relying on the 
subsequent regular payments by the franchisee for an operating profit. These regular payments will 
usually be a percentage of the franchisee's turnover.  

Although the franchisor will probably pay a large part of the initial investment cost of a franchisee's 
outlet, the franchisee will be expected to contribute a share of the investment himself. The 
franchisor may well help the franchisee to obtain loan capital to provide his-share of the investment 
cost.  

The advantages of franchises to the franchisor are as follows:  

 
ed because the franchisees will be motivated to achieve good 

results and will have the authority to take whatever action they think fit to improve the results. 

The advantage of a franchise to a franchisee is that he obtains ownership of a business for an agreed 
number of years (including stock and premises, although premises might be leased from the 
franchisor) together with the backing of a large organisation's marketing effort and experience. The 
franchisee is able to avoid some of the mistakes of many small businesses, because the franchisor has 
already learned from its own past mistakes and developed a scheme that works.  

 
 
 
WAYS OF MANAGEING FINANCES 

Recordkeeping 

Introduction 

Keeping records is crucial for the successful management of a business. A comprehensive 
recordkeeping system makes it possible for entrepreneurs to develop accurate and timely financial 
reports that show the progress and current condition of the business. With the financial report you 
can generate from a good recordkeeping system, you can compare performance during one period of 
time (month, quarter or year) with another period, calculate trends and plan for the business's future.  
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Every entrepreneur enters the business world with personal assets in terms of skills, interests, 
education, training, experience and ability. Some entrepreneurs are strong salespersons. These 
entrepreneurs possess excellent people skills and hands-on product/service knowledge that generate 
revenue for the firm. Some entrepreneurs are more management and detail-oriented. They like 
organizing, developing policies and procedures and recordkeeping.  

For a business to be successful, its owner must possess a good blend of these skills: sales, customer 
service, management and recordkeeping. The sole proprietor must assume all the responsibility; but if 
the business has more than one owner or employee, it has the advantage of bringing sales, customer 
service, management and detail-oriented persons together to cover all aspects of the business.  

Purpose 

The purpose of a good recordkeeping system is to provide management information to use in 
operating the business. Because cash flow and profitability are closely tied to financial analysis, it is 
vital that the entrepreneur understand the external and internal financial factors that affect business. 
The recordkeeping system provides the foundations for monitoring and measuring the progress of the 
business. It provides a blueprint for fiscal control by monitoring and measuring sales, costs of goods 
sold, gross profits, expenses and taxes. The entrepreneur should be involved in setting up the 
recordkeeping system and the chart of accounts, which includes elements that are critical in 
managing the day-to-day operations of the specific business.  

 

 

 

 

Quick overview  

Setting up a basic recordkeeping system 

Many business finance professionals recommend that all entrepreneurs be knowledgeable about basic 
recordkeeping practices. The entrepreneur who decides to purchase a manual or computerized 
recordkeeping system, or has a bookkeeper or accountant, still needs to understand the basic 
premises.  

The following is a simplified lexicon of basic recordkeeping that demonstrates how to set up your own 
accounting system. 

A journal is a book for recording business transactions in chronological order. A simple method of 
recordkeeping is to use 13-column paper for journals. You derive the information for each journal 
entry from original source documents, such as receipts for cash paid or received, checks written or 
received, cash register tapes, sales tickets, etc. The information appearing on these documents must 
be analyzed to determine the specific accounts affected and the dollar amounts, then the proper 
journal entry is recorded.  

A transaction is entered in a journal before it is entered in ledger accounts. Transactions are entered 
into the journals by date, amount, description and account to which the transaction has been 
assigned. For example, when rent is paid, the journal entry would be made in the cash disbursement 
journal under the accounts of cash and rent. A journal is also called the book of original entry.  
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Different journals are used for different source documents. Cash coming into the business (cash sales, 
bank loans, interest income) is entered in chronological order in a cash receipts journal. Cash going 
out of the business (expenses: rent, insurance, payroll, purchases,) is recorded in a cash 
disbursement journal. The checkbook is the source for recording disbursements.  

All disbursements should be made by check from a business account that is separate from your 
personal bank account. This provides an audit trail in case of an IRS audit. Sales and Purchases on 
credit are entered into a sales journal and purchases journal, respectively. These journals are the 
original entry for the accounts receivable and accounts payable. A payroll journal is used to show 
employee gross wages, taxes/other deductions withheld and net wages. It also shows the employer's 
share of FICA, Medicare and unemployment taxes. A general journal is used for miscellaneous entries 
and adjustments such as depreciation and inventory.  

The accounting system is built around a list of account names called a chart of accounts and is 
organized under the categories of assets, liabilities, owner's equity, revenue or income, cost of goods 
sold (for a business that sells a product), operating expenses and other income/expenses. The 
accounts you keep are tailor made for your particular business.  

Assets are things of value owned by a business including cash, receivables, investments, buildings, 
land, equipment, vehicles, etc.  

Liabilities are those amounts the business owes the creditors. They include payables, notes, loans, 
mortgages, etc.  

Owner's equity or capital (sometimes called net worth) is the investments of the owners and the 
accumulation of profit or losses for the business since it began. It is also the difference between 
Assets and Liabilities.  

Revenue or income is the money that came into the business from the sale of goods and services. 
Income is measured for a period of time.  

Cost of goods sold is the cost of the product being sold by the business. A service type business will 
not have a cost of goods sold.  

Operating expenses are the daily expenses in running a business. For example, rent, advertising, 
insurance, etc.  

Other income/expenses are not daily necessities or a required part of the business operation. 
However they are a part of doing business such as interest income and expense.  

At the end of each month, all transactions are totaled and only the total of each account is posted to 
the general ledger on three-column paper. The general ledger is a cumulative (year to date) book 
that contains the individual accounts maintained by the business and shows the balances in each 
account.  

Financial statements (Balance sheet and income statement) are prepared using the account balances 
from the general ledger. 

The balance sheet is a financial report as of a specific date that lists the assets, liabilities and 
owner's equity of a company. It is a "snapshot" of the business at a point in time.  

The income statement or profit and loss statement (P&L) is the financial report that shows if the 
business had a profit or loss. It is the Revenue minus the Expenses.  
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Comprehensive overview 

Defining your business's recordkeeping/accounting system 

The basis of your business's recordkeeping/accounting system is the chart of accounts, a listing by 
account name and account number that defines the business. Most recordkeeping systems, whether 
manual or computerized, begin with a generic chart of accounts. The problem with using an 
unmodified generic chart of accounts is that the standard account numbers are not specific to your 
business. Each business should have a unique chart of accounts that reflects the operation and market 
niche of that specific business. Suggested charts of accounts may be modified to better reflect the 
actual assets, liabilities, sales, costs and expense accounts of the specific business. This requires 
owner/manager participation in developing and defining the chart of accounts for the specific 
business operation.  

Each account should have a name and number that identifies and defines it. An account must tie to a 
specific type of business transaction. If you define the types of business transactions that your 
business will record, this will tell you how to set up the name and numbering sequence of each 
account that you will need to record, monitor and measure your business transactions.  

The numbering system is quite flexible. There are three digits for each category. The first digit 1 
defines that the type of account, i.e. assets, liabilities, equity, revenue, etc. The second two digits 
allow up to 99 accounts to define the account structure. If 100-199 is assets, then 100 would be cash, 
105 might be petty cash, 110 accounts receivable, 120 Inventory and 130 Deposits such as sales tax.  

It is a good idea to allow skips in the numbering sequence 
so you can add additional accounts later,  

without having to revise the entire numbering sequence.  

CHART OF ACCOUNTS 

100-199 ASSETS 400-499 REVENUE 

    

Current Assets 400 Sales Revenue 

100 Cash 405 Sales Returns/Allowances 

105 Petty Cash 410 Over/(Under) 

110 Accounts Receivable 420 Miscellaneous 

120 Inventory   

130 Deposits (Sales Tax, Rent) 500-599 EXPENSES 

  

Fixed Assets 500 Merchandise Purchases 

150 Furnitures/Fixtures 510 Purchase Discounts 
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160 Machinery/Equipment 520 Inventory Variance 

170 Vehicles   

180 Accumulated Depreciation 600-699 GENERAL EXPENSES 

  

200-299 LIABILITIES 600 Accounting/Legal/Licenses 

  605 Advertising 

Current Liabilities 610 Depreciation, Furniture/Fixtures 

200 Accounts Payable 615 Depreciation, Vehicle 

210 FICA/Federal Income Tax Payable 620 Electricity 

220 State Income Tax Payable 625 Insurance 

230 Salaries Payable 630 Interest 

240 Federal Unemployment Payable 635 Maintenance/Repairs 

250 State Unemployment Payable 640 Payroll Expense 

260 Sales Tax Payable 645 Rent Expense 

  650 Salaries/Wages 

Long-Term Liabilities 660 Supplies 

280 Notes Payable, Long-term 665 Telephone 

  

300-399 EQUITY 700-799 CLEARING & SUMMARY ACCOUNTS 

300 Owner's Equity* 701 Income Summary 

320 Owner's Withdrawal*   

  

* Sole proprietorship recorded differently with partnership or corporation. 

Chart of Accounts - Glossary of Terms  

 

 

 

 

 

Assets  

Anything of value that is owned by or legally due the business. Examples include cash, accounts 
receivable, inventory and prepaid insurance.  

Liabilities  
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All the debts of a business and all the claims creditors have on the business' assets, i.e. amounts owed 
to suppliers, short and long term loans, taxes and mortgage balances.  

Owner equity/net worth  

The difference between assets and liabilities. Or the difference between what the business owns and 
what it owes.  

Revenues 

The dollar amount of services rendered or goods sold. In addition to actual cash transactions, 
revenues include sales and services sold to customers on credit.  

Expenses 

Revenue and expense accounts fit in the accounting equation by being part of owner' equity. They are 
temporary accounts. At the end of the accounting period, expenses are subtracted from revenue. The 
result is the profit or loss for the period.  

Single vs double entry recordkeeping  

Now you have laid out the blueprint for your recordkeeping, monitoring and measurement systems. 
There are some other considerations that will affect your recordkeeping functions. One consideration 
is whether to use single entry or double entry recordkeeping.  

Single entry  

Single entry is a simple listing of cash receipts and checks paid out. It is not a debit/credit system. It 
records monies received in a cash receipts journal (cash in) and monies paid out in the cash 
disbursements journal (cash out). From these two listings, a simple profit and loss statement and cash 
flow statement can be developed. The single entry can be kept manually on a notepad or journal with 
columns labeled with your chart of account numbers.  

 

Double entry  

Because the double entry system is more sophisticated, an understanding of bookkeeping principles is 
needed to implement it. A small business with a limited number of transactions and employees can 
get by on a single entry system, either manual or computerized. All businesses require accounts 
receivable controls, accounts payable controls and pricing policies. For larger businesses with 
employees, with different departments or with inventory to manage, it is wise to implement a double 
entry recordkeeping system because it affords checks and balances.  

Cash vs accrual recordkeeping/accounting  

Another consideration is whether you use cash basis or accrual basis accounting for recordkeeping and 
reporting purposes. According to the United States Internal Revenue Service (IRS), a business is 
allowed to use either method, or a hybrid. According to standard accounting procedures, whatever 
method you choose for your first fiscal year must be used in following fiscal years. Consistency is 
necessary for correct reporting.  

www.kenyanexams.com

http://kenyanexams.com


 

 

Cash basis recordkeeping 

Cash basis recordkeeping is a simple concept. You only record sales when you have actually received 
the monies/revenue. You only record expenses at the time you actually pay them. This is cash in and 
cash out in its purest sense.  

Accrual basis recordkeeping  

Accrual basis recordkeeping is also a simple concept. You record all items/services you sell, whether 
or not the sale is cash or credit in the current fiscal period. If credit, the remaining balance will be 
recorded as receivable in the current fiscal period. Accounts receivable are the accrual. You have sold 
the item and it is recorded as sold for XXX number of dollars. However, you have not received all the 
cash. The customer is to pay you at a future date. The amount due is the receivable amount. You 
have accrued, but not received the revenue.  

The same principle is used with all expenses. You record the expenses the business has incurred in the 
current fiscal period, not just the expenses you have paid in full. Payroll is an example of an accrued 
expense. On December 31, you might owe $2,500 in wages and $800 in payroll taxes; although they 
have not yet been paid, you owe them. You can accrue these expenses with a recordkeeping entry 
and use them in the current fiscal year against your income tax. The same may be done with 
equipment or inventory purchased on credit.  

If you produce, purchase or sell merchandise for income/revenue, you must use an accrual or hybrid 
method for purchases and sales. This is because you must take inventories into account in figuring 
your taxable income.  

Remember that if you use a cash recordkeeping system for income/revenue, you must use a cash 
system for expenses. If you use the accrual method for income/revenue, you must use the accrual 
method for expenses.  

There are advantages and disadvantages to each method. The obvious advantage to cash accounting is 
that it is simple to understand and the easiest concept to apply. If you received or paid cash (cash 
in/cash out), it counts as a revenue or an expense in the current fiscal year; there are no accruals. A 
disadvantage of cash basis accounting is that it can be difficult to get an overall view of the business‘s 
exact financial position. The records do not show all the revenue or expenses the business has 
incurred at the close of the fiscal year.  

The primary advantage to the accrual accounting system is that it gives the owner/manager a more 
accurate picture of the actual financial performance of the business. The larger and more complex 
the business, the more important accrual accounting is as a management tool. The disadvantage of 
the accrual method is that the concept is more complex to understand and to apply. The entrepreneur 
must know and understand what revenues or expenses are not recorded in the books at the end of the 
fiscal period and make the entries to record income/revenue and expenses the business has incurred 
but not yet received or paid.  

On the following pages are examples of a cash receipts journal (cash in) and a cash disbursements 
journal (cash out) as examples of a cash recordkeeping/accounting system. These are the basic 
journals required to record the transactions of any business. From these two journals a simple profit 
and loss statement can be made on a monthly basis for management understanding and control of a 
small business.  
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The chart of accounts and journals may be either a manual system using columnar pads or a 
computerized system. Entrepreneurs should master a manual system before using a computerized 
system.  

Computerized recordkeeping/accounting systems 

A simple manual or computerized recordkeeping/accounting system works well for a small business 
that is a sole proprietorship with a small payroll and very little inventory. However, if a business has a 
large payroll, inventory, accounts receivable, or accounts payable, a computerized system may be 
better. Entrepreneurs should understand a manual accounting system very well before changing to a 
computer system. Computerized recordkeeping/accounting systems consist of linking word processing, 
spreadsheet and database programs. The following is a more comprehensive discussion of some 
aspects of a computerized system.  

Accounts receivable computer module 

An accounts receivable computer module assists in the management of a large number of customer 
accounts. It keeps a running record of all charges and payments. Its advantages include the capability 
of sorting your customers by sales categories, the automated production of customer statements, the 
capability to do aging analysis of your accounts receivable and the ability to add reminder messages 
on customer statements for overdue accounts. An automated system gives a business more efficient 
and effective management and control of customer charge accounts. A similar manual system is labor 
intensive and costly.  

 

Payroll computer module  

A payroll computer module can assist in the timely and accurate management of the payroll function. 
It keeps a running record of all payroll deductions per individual and cumulative totals of payroll taxes 
the business has withheld and must pay. Its advantages include automated check writing and payroll 
records, ease in applying updates or changes in tax laws, ease in issuing W-2 forms to employees and 
ease in issuing W-3 forms to the Social Security Administration. Electronic transfer of payroll data will 
be required by the IRS in the future.  

Inventory control computer module  

An inventory control computer module can assist in the management of sales, pricing, costing and 
ordering of inventory. This is quite important on serial numbered items or high cost items, where 
inventory turnover is crucial to the cash flow of the business. Its advantages include ease in applying 
price increases; availability of current and accurate cost information for sales personnel; and 
automated reports on items to order, low sales or obsolete items, high sales items and out-of-stock 
items. A computerized inventory control system assists you to oversee and manage a large number of 
diverse units in inventory. Inventory control can be done manually, but the computerized system 
saves you time that can be used to analyze your total inventory and make informed purchasing and 
sales decisions.  

 

Accounts payable computer module  

An accounts payable computer module assists in the management of payables and cash flow. A 
computerized accounts payable system can help you keep track of what is due when. It enables you to 
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have an overview of the aging of your accounts payable by the day, week and month. This enables you 
to pay your bills on time, but not before they are due. With a computerized system you can look 30 
days into the future and see how much cash the business will need to meet payables. This assists you 
in making the best use of cash flow to meet the needs of the business and still pay creditors on a 
timely basis.  

2. BUDGETING 

Advantages of a budget 

With an accurate budget, you'll be able to cut out unnecessary expenses and save money, or stop 
running up big debts. If you already have debt problems, a budget will show you how much spare cash 
you have. This will help when you talk to your creditors (those you owe money to). You'll be able to 
make realistic offers to pay them back over a period of time 

 

Working out your personal budget 

A budget planner has headings for different kinds of income and spending, under which you can enter 
your own figures. You'll find several budget calculators on the internet; choose the one that suits you 
best. 

 Use the Moneymadeclear budget planner Opens new window 

Outgoings 

Start by working out what you spend: check recent bank statements, and bills for gas, electricity, 
telephone, Council Tax, water rates, insurance and similar expenses. Don't forget to include anything 
you pay by standing order or Direct Debit (such as mortgage or rent payments, loan/hire purchase 
repayments or child maintenance). 

The next step is to estimate what you spend on everyday items (for example, food, clothes, petrol, 
pet food and newspapers). 

Finally, include estimated amounts for unexpected and occasional costs (such as Christmas and 
birthday presents, car and household repairs, dentist and optician bills or holidays and outings). 

Work out the total outgoings for a full year and divide by 52 or 12 to get a figure for each week or 
month. 

Income 

Next list all of your income: 

 check your payslips to get an accurate figure for wages 

 look at statements for benefits, Child Tax Credit and similar income 

 include rent from lodgers or contributions from other people 

You should average out any irregular income and ignore one-off or uncertain amounts. 
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Work out your total income for a week or a month, then take away the expenditure to work out 
whether you have any spare money, or whether you're over-committed. 

 How to find information on income and expenditure Opens new window 

 More about money management on the Credit Action website Opens new window 

If you have a shortfall 

If your expenditure is higher than your income, you will have to prioritise your spending and cut back 
on commitments you can't afford. Make sure you can cover your essential household bills and 
housekeeping first. 

If you complete your budget and find that you have no money left, you may need to remove the 
payments for unsecured credit or ‗non-priority‘ debts. These include credit cards, bank loans and 
overdrafts, catalogues, and finance company loans. You need to think about reducing these payments. 

Think about: 

 shopping around (especially for ongoing commitments such as gas, electric and telephone 
costs) 

 cutting everything down to the bare essentials in the short term 

 dealing with debts immediately - it is very important to pay your priority debts first and then 
deal with unsecured credit debts 

At the same time, it's important to make sure you're getting as much income as possible: 

 find out if you can get additional benefits or tax credits 

 make sure that everyone who lives with you and earns money is paying their share 

When you start having money to spare 

Budgeting is all about making sure that you have money left over after paying all your bills. You may 
want to think about putting spare money into a savings account to pay for unexpected expenses, or 
towards a major expense (such as a holiday or a new car). If it's a reasonably large amount, it's a good 
idea to invest it so the money grows. 

Shop around before choosing a savings or investment product to make sure you're getting the best 
deal. You may also want to take professional advice before you make a decision. 

 Planning your personal finances 

 Savings made clear Opens new window 

 Investment advice from Moneymadeclear Opens new window 

 

Keeping track of your budget 
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A budget is only an estimate of what your income might be, and what you're likely to spend. It's 
important to keep track of your actual income and expenses to make sure your budget is accurate. 

It's a good idea to keep a notebook with you and, for the first couple of months, note everything you 
spend. You'll be able to change your budget to make it more accurate, and you may get some ideas of 
where to save money. It's also a good idea to review your budget on a regular basis, to take into 
account big changes in your circumstances (for example, a new job). 

Budgeting  

This is the financial allocation attributed in the various other resources for enhancement since 

monetary resources are used in the appreciation of other budgeting allows proper mechanism of 

expenditure and investment. 

 

 

 

Activities during budgeting  

i) There is revenue co-ordination and planning  

ii) Financial allocation  

iii) Expenditure projection  

iv) Statement of budgeting preparation  

v) The reading of the budget  

Personal budget 

A personal budget is a finance plan that allocates future personal income towards expenses, savings 
and debt repayment. Past spending and personal debt are considered when creating a personal 
budget. There are several methods and tools available for creating, using and adjusting a personal 
budget. 

Sample budget 

A budget allocates or distributes expected income to expected expenses and intended savings. The 
following sample illustrates how income might be allocated. 

Category Percentage Annual Amount Monthly Amount 

Total Income 
   

Taxes 
   

Net Spendable 
   

Percentages below are for percent of Net Spendable 
   

Net Spendable 
   

Housing 
   

Food 
   

Automobile 
   

Insurance 
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Debt Repayment 
   

Entertainment and Recreation 
   

Clothing 
   

Savings 
   

Medical/Dental 
   

Miscellaneous 
   

School/Childcare 
   

Investments 
   

 

 

 

 

Average annual expenses (2007) per household in the United States are:[1] 

Category  2005  2006  2007  % Change 05-06  % Change 06-07  

Food at home 3,297 3,417 3,465 3.6 1.4 

Food away from home 2,634 2,697 2,668 2.3 -1.0 

Housing 15,167 16,366 16,920 7.9 3.4 

Apparel and services 1,886 1,874 1,881 7.9 3.4 

Transportation 8,344 8,508 8,758 2.0 2.9 

Health Care 2,664 2,766 2,853 3.8 3.1 

Entertainment 2,388 2,376 2,698 -0.5 13.6 

Personal Insurance and pensions 5,204 5,270 5,336 1.3 1.3 

Other Expenditures 4,823 5,129 5,060 6.3 -1.3 

Avg. annual Exp. $46,409 $48,398 $49,638 4.3% 2.6% 

Tools 

Several tools are helpful for constructing a personal budget. Regardless of the tool used, a budget's 
accuracy is only as good as the accuracy of the updated budget data; an old budget that does not 
reflect actual income or expenses is of little use to a current budget. Computer generated budgets 
have become commonly used as they replace the need to rewrite and recalculate the budget every 
time there is a change. 

Pencil and paper 

A simple budget can be written on a piece of a paper with a pencil, and optionally, a calculator. Such 
budgets can be organized in three-ring binders or a file cabinet. Simpler still are the pre-formatted 
household budgeting or bookkeeping forms that creates a budget by filling in the blanks. 

Spreadsheet software 
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Spreadsheet software, including Microsoft Excel, iWork Numbers or OpenOffice.org Calc, helps to 
arrange budgets according to need and performs calculations easily with rudimentary formulas. For 
example, budget spreadsheets are used to keep track of income and expenses. The major reason most 
people discontinue using budget spreadsheets that don't offer date-shifting is that the information 
needs to be reentered or moved at the end of each month. Spreadsheets are still excellent for 
complex budgets and planning. 

 
 
Spending-management software 

Spending-management software is a variation of money-management software. Unlike typical 
budgeting that allocates future personal income towards expenses, savings and debt repayment, this 
type of software utilizes a known amount of money, the cash on hand, to give the user information 
regarding what's left to spend in the current month. This method eliminates some of the guess work 
associated with forecasting what a person might receive for income when it comes to allocating 
budgeted money. Like money-management software, some spending-management software packages 
can connect to online bank accounts in order to retrieve a current status report. 

Concepts 

Personal budgeting, while not particularly difficult, tends to carry a negative connotation among 
many consumers. Sticking to a few basic concepts helps to avoid several common pitfalls of 
budgeting. 

 
 
 
Purpose 

A budget should have a purpose or defined goal that is achieved within a certain time period. Knowing 
the source and amount of income and the amounts allocated to expense events are as important as 
when those cash flow events occur. 

Simplicity 

The more complicated the budgeting process is, the less likely a person is to keep up with it. The 
purpose of a personal budget is to identify where income and expenditure is present in the common 
household; it is not to identify each individual purchase ahead of time. How simplicity is defined with 
regards to the use of budgeting categories varies from family to family, but many small purchases can 
generally be lumped into one category (Car, Household items, etc.). 

 
Flexibility 

The budgeting process is designed to be flexible; the consumer should have an expectation that a 
budget will change from month to month, and will require monthly review. Cost overruns in one 
category of a budget should in the next month be accounted for or prevented. For example, if a 
family spends $40 more than they planned on food in spite of their best efforts, next month's budget 
should reflect an approximate $40 increase and corresponding decrease in other parts of the budget. 

"Busting the budget" is a common pitfall in personal budgeting; frequently busting the budget can 
allow consumers to fall into pre-budgeting spending habits. Anticipating budget-busting events (and 
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underspending in other categories), and modifying the budget accordingly, allows consumers a level of 
flexibility with their incomes and expenses. 

Budgeting for irregular income 

Special precautions need to be taken for families operating on an irregular income. Households with 
an irregular income should keep two common major pitfalls in mind when planning their finances: 
spending more than their average income, and running out of money even when income is on average. 

Clearly, a household's need to estimate their average (yearly) income is paramount; spending, which 
will be relatively constant, needs to be maintained below that amount. A budget being an 
approximate estimation, room for error should always be allowed so keeping expenses 5% or 10% 
below the estimated income is a prudent approach. When done correctly, households should end any 
given year with about 5% of their income left over. Of course, the better the estimates, the better 
the results will be. 

To avoid running out of money because expenses occur before the money actually arrives (known as a 
cash flow problem in business jargon) a "safety cushion" of excess cash (to cover those months when 
actual income is below estimations) should be established. There is no easy way to develop a safety 
cushion, so families frequently have to spend less than they earn until they have accumulated a 
cushion. This can be a challenging task particularly when starting during a low spot in the earning 
cycle, although this is how most budgets begin. In general, households that start out with expenses 
that are 5% or 10% below their average income should slowly develop a cushion of savings that can be 
accessed when earnings are below average. Whether this rate of building a cushion is fast enough for 
a given financial situation depends on how variable income is, and whether the budgeting process 
starts at a high or low point during the earnings cycle. 

Allocation guidelines 

There are several guidelines to use when allocating money for a budget as well. Past spending is one 
of the most important priorities; a critical step in most personal budgeting strategies involves keeping 
track of expenses via receipts over the past month so that spending for the month can be reconciled 
with budgeted spending for the next month. Any of the following allocation guidelines may be used; 
choose one that will work well with your situation. 

 

 

The 60% Solution 

The 60% Solution is a budgeting system created by MSN Money's editor-in-chief, Richard Jenkins. The 
name "The 60% Solution" originates from Jenkins' suggestion on spending 60% of a household's gross 
income (before taxes) on fixed expenses. Fixed expenses includes federal, state and Social Security 
taxes, insurance, regular bills and living expenses- like food and clothing, car and house payments.  

The other 40% breaks down as follows, with 10% allocated to each category: 

 Retirement: Money set aside into an IRA or 401(k). 

 Long-term savings: Money set aside for car purchases, major home fix-ups, or to pay down 
substantial debt loads. 

 Irregular expenses: Vacations, major repair bills, new appliances, etc. 

 Fun money: Money set aside for entertainment purposes. 
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If an individual has a high amount of non-mortgage debt, Jenkins advises that the 20% apportioned to 
retirement and long-term savings be directed towards paying off debt; once the debt is paid off, the 
20% (Retirement + Savings) is to be immediately redirected back into the original categories. 
According to Jenkins, tracking each individual expense is unnecessary, as the balance of his primary 
checking account is roughly equivalent to the amount of money that can be spent in this plan. 

Software designed to easily set up and track a 60% Solution Budget is built in to the "deluxe" and 
higher versions of Microsoft Money 2007 and Microsoft Money Plus. 

Housing as 25% of spendable income 

Another allocation principle is that housing expenses (mortgage or rent) should be limited to 25% of 
spendable income. This rule of thumb especially applies to families moving to new housing; if a house 
payment for a $300,000 house, plus taxes, will result in a $2,000 monthly mortgage bill, will it take up 
too large a portion of the budget? 

In housing markets with exceptionally high prices, such as California, New York City, or Boston, 
Massachusetts, in the early 2000s, this rule of thumb may be difficult to follow. A high percentage of 
income spent on housing will necessitate lower percentages in other categories. 

Following a budget 

Once a budget is constructed and the proper amounts are allocated to their proper categories, the 
focus for personal budgeting turns to following the budget. As with allocation, there are various 
methods available for following a budget. 

Envelopes 

Envelope Accounting or the Envelope System is a method of budgeting where on a regular basis (i.e. 
monthly, biweekly, etc.) a certain amount of money is set aside for a specific purpose, or category, in 
an envelope marked for that purpose. Then anytime you make a purchase you look in the envelope for 
the type of purchase being considered to see if there are sufficient funds to make the purchase. If the 
money is there, all is well. Otherwise, you have three options: 1) you do not make the purchase; 2) 
you wait until you can allocate more money to that envelope; 3) you sacrifice another category by 
moving money from its associated envelope. The flip side is true as well, if you do not spend 
everything in the envelope this month then the next allocation adds to what is already there resulting 
in more money for the next month. 

With envelope budgeting, the amount of money left to spend in a given category can be calculated at 
any time by counting the money in the envelope. Optionally, each envelope can be marked with the 
amount due each month (if a bill is known ahead of time) and the due date for the bill. 

If these fixed cost centre targets represent minimum payments to lending institutions (banks, credit 
cards, etc.); That-CO is in the leveraged zone. Allocating variable expense cost centre funds into fixed 
expense cost centres will (over time) move That-CO out of the leveraged zone. The goal of the Quinn-
CO method is to eventually eliminate debt and most fixed expenses by only having variable expense 
cost centres to manage in That-CO. 

Spreadsheet budgeting with date-shifting 

Budget spreadsheets with date-shifting, like Budget-Master.com, typically offer a detailed view of a 
12 month, income and expense, plan. A good way to follow and manage a budget when using a 
spreadsheet that offers date-shifting is to set the current month a few months before the current 
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month along the 12-month cycle, month 4 for example. In this way previous expenses and results can 
be viewed when creating or adjusting the budgeting planning. 

3. Financial planning 

In general usage, a financial plan can be a budget, a plan for spending and saving future income. This 
plan allocates future income to various types of expenses, such as rent or utilities, and also reserves 
some income for short-term and long-term savings. A financial plan can also be an investment plan, 
which allocates savings to various assets or projects expected to produce future income, such as a 
new business or product line, shares in an existing business, or real estate. 

In business, a financial plan can refer to the three primary financial statements (balance sheet, 
income statement, and cash flow statement) created within a business plan. Financial forecast or 
financial plan can also refer to an annual projection of income and expenses for a company, division 
or department. A financial plan can also be an estimation of cash needs and a decision on how to raise 
the cash, such as through borrowing or issuing additional shares in a company. 

While a financial plan refers to estimating future income, expenses and assets, a financing plan or 
finance plan usually refers to the means by which cash will be acquired to cover future expenses, for 
instance through earning, borrowing or using saved cash. 

Who Should Learn Financial Planning? 

Everyone should learn financial planning. You deserve to have the right financial advice to make the 
right decisions so you‘ll almost always land on your feet if life throws you a curve. The ultimate goal 
of this website isn‘t just to give you financial advice; the purpose of this site is to invigorate you with 
the tools you need to survive in a world economy that is about to get very, very volatile. 

Unfortunately, little attention is given to the real causes of several extremely likely world-economic 
crises coming in the next few decades. Remember to subscribe above — I‘ll be explaining soon exactly 
how the world economy might affect you. You can subscribe for future updates at the end of this 
page. Don‘t worry, there‘s no economic mumbo-jumbo — this website is written layman terms. 

iii) Auditing  

The general definition of an audit is an evaluation of a person, organization, system, process, 

enterprise, project or product. The term most commonly refers to audits in accounting, but similar 

concepts also exist in project management, quality management, and energy conservation. 

Audits in accounting 

Audits are performed to ascertain the validity and reliability of information; also to provide an 
assessment of a system's internal control. The goal of an audit is to express an opinion on the person / 
organization / system (etc.) in question, under evaluation based on work done on a test basis. 

Due to practical constraints, an audit seeks to provide only reasonable assurance that the statements 
are free from material error. Hence, statistical sampling is often adopted in audits. In the case of 
financial audits, a set of financial statements are said to be true and fair when they are free of 
material misstatements - a concept influenced by both quantitative (numerical) and qualitative 
factors. 
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Auditing is a vital part of accounting. Traditionally, audits were mainly associated with gaining 
information about financial systems and the financial records of a company or a business (see 
financial audit). However, recent auditing has begun to include non-financial subject areas, such as 
safety, security, information systems performance, and environmental concerns. With nonprofit 
organizations and government agencies, there has been an increasing need for performance audits, 
examining their success in satisfying mission objectives. As a result, there are now audit professionals 
who specialize in security audits, information systems audits, and environmental audits. 

 
In cost accounting, it is a process for verifying the cost of manufacturing or producing of any article, 
on the basis of accounts measuring the use of material, labour or other items of cost. In simple words 
the term, cost audit, means a systematic and accurate verification of the cost accounts and records, 
and checking for adherence to the cost accounting objectives. According to the Institute of Cost and 
Management Accountants of Pakistan, a cost audit is "an examination of cost accounting records and 
verification of facts to ascertain that the cost of the product has been arrived at, in accordance with 
principles of cost accounting." 

An audit must adhere to generally accepted standards established by governing bodies. These 
standards assure third parties or external users that they can rely upon the auditor's opinion on the 
fairness of financial statements, or other subjects on which the auditor expresses an opinion. 

The Definition for Auditing and Assurance Standard (AAS) 1 by ICAI - "Auditing is the independent 
examination of financial information of any entity, whether profit oriented or not, and irrespective of 
its size or legal form, when such an examination is conducted with a view to expressing an opinion 
thereon." 

Integrated audits 

In the US, audits of publicly traded companies are governed by rules laid down by the Public Company 
Accounting Oversight Board (PCAOB), which was established by Section 404 of the Sarbanes-Oxley Act 
of 2002. Such an audit is called an integrated audit, where auditors, in addition to an opinion on the 
financial statements, must also express an opinion on the effectiveness of a company's internal 
control over financial reporting, in accordance with PCAOB Auditing Standard No. 5. 

There are also new types of integrated auditing becoming available that use unified compliance 
material (see the unified compliance section in Regulatory compliance). Due to the increasing number 
of regulations and need for operational transparency, organizations are adopting risk-based audits 
that can cover multiple regulations and standards from a single audit event. This is a very new but 
necessary approach in some sectors to ensure that all the necessary governance requirements can be 
met without duplicating effort from both audit and audit hosting resources. 

Assessments 

The purpose of an assessment is to measure something or calculate a value for it. Although the 
process producing an assessment may involve an audit by an independent professional, its purpose is 
to provide a measurement rather than to express an opinion about the fairness of statements or 
quality of performance. 

As a general rule, audits should always be an independent evaluation that will include some degree of 
quantitative and qualitative analysis whereas an assessment infers a less independent and more 
consultative approach. 

Types of auditors 
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Auditors of financial statements can be classified into two categories: 

 External auditor / Statutory auditor is an independent Public accounting firm engaged by the 
client subject to the audit, to express an opinion on whether the company's financial 
statements are free of material misstatements, whether due to fraud or error. For publicly-
traded companies, external auditors may also be required to express an opinion over the 
effectiveness of internal controls over financial reporting. External auditors may also be 
engaged to perform other agreed-upon procedures, related or unrelated to financial 
statements. Most importantly, external auditors, though engaged and paid by the company 
being audited, are regarded as independent auditors. 

The most used external audit standards are the US GAAS of the American Institute of Certified Public 
Accountants; and the ISA International Standards on Auditing developed by the International Auditing 
and Assurance Standards Board of the International Federation of Accountants 

 Internal auditors are employed by the organization they audit. They perform various audit 
procedures, primarily related to procedures over the effectiveness of the company's internal 
controls over financial reporting. Due to the requirement of Section 404 of the Sarbanes Oxley 
Act of 2002 for management to also assess the effectiveness of their internal controls over 
financial reporting (as also required of the external auditor), internal auditors are utilized to 
make this assessment. Though internal auditors are not considered independent of the 
company they perform audit procedures for, internal auditors of publicly-traded companies 
are required to report directly to the board of directors, or a sub-committee of the board of 
directors, and not to management, so to reduce the risk that internal auditors will be 
pressured to produce favorable assessments. 

The most used Internal Audit standards are those of the Institute of Internal Auditors 

 Consultant auditors are external personnel contracted by the firm to perform an audit 
following the firm's auditing standards. This differs from the external auditor, who follows 
their own auditing standards. The level of independence is therefore somewhere between the 
internal auditor and the external auditor. The consultant auditor may work independently, or 
as part of the audit team that includes internal auditors. Consultant auditors are used when 
the firm lacks sufficient expertise to audit certain areas, or simply for staff augmentation 
when staff are not available. 

 Quality auditors may be consultants or employed by the organization. 

Quality audits 

Quality audits are performed to verify conformance to standards through review of objective 
evidence. A system of quality audits may verify the effectiveness of a quality management system. 
This is part of certifications such as ISO 9001. Quality audits are essential to verify the existence of 
objective evidence showing conformance to required processes, to assess how successfully processes 
have been implemented, for judging the effectiveness of achieving any defined target levels, 
providing evidence concerning reduction and elimination of problem areas and are a hands-on 
management tool for achieving continual improvement in an organization. 

To benefit the organization, quality auditing should not only report non-conformances and corrective 
actions but also highlight areas of good practice and provide evidence of conformance. In this way, 
other departments may share information and amend their working practices as a result, also 
enhancing continual improvement. 
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Record keeping 

The records in question are cash book, stock list, ledger book, balance sheet other evidence of 

transactions e.g vouchers, delivery notes, cash sale receipt etc.   

Records of finance apart from being documentary are also in statement form.  

Records management, or RM, is the practice of maintaining the records of an organization from the 
time they are created up to their eventual disposal. This may include classifying, storing, securing, 
and destruction (or in some cases, archival preservation) of records. 

A record can be either a tangible object or digital information: for example, birth certificates, 
medical x-rays, office documents, databases, application data, and e-mail. Records management is 
primarily concerned with the evidence of an organization's activities, and is usually applied according 
to the value of the records rather than their physical format. 

 

Definitions of records management 

In the past, 'records management' was sometimes used to refer only to the management of records 
which were no longer in everyday use but still needed to be kept - 'semi-current' or 'inactive' records, 
often stored in basements or offsite. More modern usage tends to refer to the entire 'lifecycle' of 
records - from the point of creation right through until their eventual disposal. 

The ISO 15489: 2001 standard defines records management as "The field of management responsible 
for the efficient and systematic control of the creation, receipt, maintenance, use and disposition of 
records, including the processes for capturing and maintaining evidence of and information about 
business activities and transactions in the form of records". 

The ISO defines records as "information created, received, and maintained as evidence and 
information by an organization or person, in pursuance of legal obligations or in the transaction of 
business". The International Council on Archives (ICA) Committee on Electronic Records defines a 
record as "a recorded information produced or received in the initiation, conduct or completion of an 
institutional or individual activity and that comprises content, context and structure sufficient to 
provide evidence of the activity." The key word in these definitions is evidence. Put simply, a record 
can be defined as "evidence of an event". Records Management is the storage preservation and 
retrieval of information in the shortest possible time.(MUDD) Records management is very important 
for the use of storing document this topic was thought in Office Administration. 

The United States Department of Defence standard DoD 5015.02-STD defines Records Management as 
"The planning, controlling, directing, organizing, training, promoting, and other managerial activities 
involving the life cycle of information, including creation, maintenance (use, storage, retrieval), and 
disposal, regardless of media." 

Practicing records management 

A Records Manager is someone who is responsible for records management in an organization. The 
practice of records management may involve: 

 Planning the information needs of an organization 

 Identifying information requiring capture 

www.kenyanexams.com

http://en.wikipedia.org/wiki/Digital
http://en.wikipedia.org/wiki/Birth_certificate
http://en.wikipedia.org/wiki/X-ray
http://en.wikipedia.org/wiki/Office
http://en.wikipedia.org/wiki/Document
http://en.wikipedia.org/wiki/Database
http://en.wikipedia.org/wiki/Application_software
http://en.wikipedia.org/wiki/Data
http://en.wikipedia.org/wiki/E-mail
http://en.wikipedia.org/wiki/International_Organization_for_Standardization
http://en.wikipedia.org/wiki/Evidence
http://en.wikipedia.org/wiki/Information
http://en.wikipedia.org/wiki/Business
http://en.wikipedia.org/wiki/Organization
http://en.wikipedia.org/wiki/Person
http://en.wikipedia.org/wiki/International_Council_on_Archives
http://en.wikipedia.org/wiki/United_States_Department_of_Defence
http://en.wikipedia.org/w/index.php?title=DoD_5015.02-STD&action=edit&redlink=1
http://kenyanexams.com


 

 

 Creating, approving, and enforcing policies and practices regarding records, including their 
organization and disposal 

 Developing a records storage plan, which includes the short and long-term housing of physical 
records and digital information 

 Identifying, classifying, and storing records 

 Coordinating access to records internally and outside of the organization, balancing the 
requirements of business confidentiality, data privacy, and public access. 

 Executing a retention policy on the disposal of records which are no longer required for 
operational reasons; according to organizational policies, statutory requirements, and other 
regulations this may involve either their destruction or permanent preservation in an archive. 

Records management principles and automated records management systems aid in the capture, 
classification and ongoing management of records throughout their lifecycle. Such a system may be 
paper based, or may be a computer system, such as an electronic records management application. 

ISO 15489:2001 states that records management includes: 

 setting policies and standards; 

 assigning responsibilities and authorities; 

 establishing and promulgating procedures and guidelines; 

 providing a range of services relating to the management and use of records; 

 designing, implementing and administering specialized systems for managing records; and 

 integrating records management into business systems and processes. 
 
Commercial records centers 

Commercial records centers are facilities which provide services for the storage for paper records for 
organizations. In some cases, they also offer storage for records maintained in electronic formats. 
Commercial records centers provide high density storage for paper records and some offer climate 
controlled storage for sensitive non-paper and critical (vital) paper media. There is a trade 
organization for commercial records centers (PRISM International), however, not all service providers 
are members 

 

Importance of record keeping  

i) for proper planning and budgeting  

ii) for proper financial sourcing  

iii) for future reference (evaluation of development) 

iv) for profit and loss accounting in the future  

v) to control fraud and theft 

vi) for adequate financial policies  

vii) to improve management accountability  

viii) for expenditure projections  

ix) records point out to what is likely be the sum of auditing  
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Challenges in financial record keeping  

i) Lack of financial management skills (accounting) 

ii) Poor financial record keeping  

iii) Poor planning and budgeting  

iv) High inflation rate  

v) Fraud and theft  

vi) Improper financial sourcing  

vii) Bankruptcy  

viii) Inadequate investment policies  

ix) Corrupt auditing reports 

 

Challenges of Financial Management  
There is a global trend towards decentralization in public administration. An important reason for 

decentralization is to develop more effective participation in local affairs, including activities of 

central government that are carried out locally. Such participation not only enhances the dignity of 

individual and the sense of community at all levels, but also adds vitality to governmental programs 

and provides a means for local control over them. Under the development of decentralization, the 

position of local government within all state systems in the world has changed 

significantly. Accordingly, local government has been realized as a vital institution efficiently and 

directly rendering valuable services to the local community. Local government and local politics are 

becoming more and more important, and local forms of political accommodation among local 

executive and legislative branches, and interest groups are pointing to new styles of political practice 

which significantly influence budgeting and financial management.  

  

 Current organization downside efforts and restructuring of government level in Taiwan reflect 

realized decentralization of power. County-level governments have greater power since province-level 

government has been shrunk since 1999. Although local governments in Taiwan have generally arisen 

since the outburst of local democracy, local deficit has become the new challenge to local-self 

governing bodies. Local finance is the nerve center of the local political universe. However, local 

deficit suffered by local governments in general has seemed undermining public service capability of 

local governments in Taiwan since 1996.    

  

This paper tries to examine financial managerial inertia of local governments in Taiwan through a 

principal-agent theoretical analysis.  Particularly, the paper will investigate managerial problems of 

budgeting system in terms of ―rational‖ managerialism and ―irrational‖ political practice. In Taiwan, 

local financial deficit fundamentally lies at failed financial institutions that suffer from a ―financial 
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triangle‖ involving elected officials, local councilors, and interest groups. In addition, paper will 

explore impotence of audit agency that fails to play an effective monitoring role in financial 

institution.  As a matter of fact, financial deficit in Taiwan generally occurring in local-level 

governments reveals that financial system is mismanaged or even totally collapsed under a collusive 

coalition between local politicians. Deficit problem shows that some local governments have no 

money to pay their staff. This paper based on principal-agent theory explores a unique local deficit 

problem in Taiwan through examining interplays among fiscal regulatory system, the budgeting 

process, and financial politics. Particularly, the paper focuses on agency problem taking place in the 

interaction among executive, bureaucracy, local councils, and interest groups which deeply involves 

in local politics and determines severe local financial deficit.  Finally, paper will elucidate how 

financial institutions fail to withstand rational and professional position in the fiscal regulatory 

institution.   

                       

CONCLUSION 

Recent financial distribution of nation has been the response to a continuing tension between the 

economic and political forces including greater centralization and opposing centrifugal attractions of 

local fiscal control (Oates 1991: 21). Taiwan‘s model reveals a little bit more financial centralization. 

Therefore, local governments generally call for a reasonable financial decentralization. However, 

local financial discipline of local government is so worse that local public bankruptcy may happen very 

soon.. As figure 2 shows above, budgeting process is dominated by political process rather than by 

rational evaluation. Budgeting process lacks policy-goal performance-based assessment 

indicator. Audit system in general has never been effective. Executive branch simply underlies 

feasibility of program and schedule control of implementation. Local deficit in Taiwan show political 

finance and financial politics. Political finance indicates budgeting process is deeply intervened by 

interest groups, local elite who respond to voters‘ preferences. Financial politics indicates budgeting 

process is against rational financial distribution. However, political finance and financial politics have 

never benefit public in general. Fiscal resources are fatally wasted in overdevelopment of land, public 

construction expenditure and grant-in-aids to social groups in general. It is so obvious that public 

program expenditure and financial burden of local governments have exceeded their fiscal 

capability. However, both executive branch and local council as rent-seekers still collaborate to 

expand budget ever year. Local financial system should be totally reformed for preventing for 

bankruptcy.  

 
 

REVISION QUESTION 

1. Explain the meaning of managing of financial resources 

2. Discuss sources of finances  
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3. Discuss ways of managing finances 

4. Discuss ways of controlling finances 

5. Discuss challenges of financial management 

 

CHAPTER SIX 

ENERGY RESOURCES 

Specific Objective 

By the end of this topic, the trainee should be able; 

a) Explain the meaning of energy resources 
b) Discuss various types of energy resources 
c) Discuss ways of utilizing energy resources in a society 
d) Discuss the impact of conservation of energy resource in a society 

INTRODUCTION 

Meaning of Energy Resources 

The use of energy has been a key in the development of the human society by helping it to control 
and adapt to the environment. Managing the use of energy is inevitable in any functional society. In 
the industrialized world the development of energy resources has become essential for agriculture, 
transportation, waste collection, information technology, communications that have become 
prerequisites of a developed society. The increasing use of energy since the Industrial Revolution has 
also brought with it a number of serious problems, some of which, such as global warming, present 
potentially grave risks to the world. 

In society and in the context of humanities, the word energy is used as a synonym of energy 
resources, and most often refers to substances like fuels, petroleum products and electricity in 
general. These are sources of usable energy, in that they can be easily transformed to other kinds of 
energy sources that can serve a particular useful purpose. This difference vis a vis energy in natural 
sciences can lead to some confusion, because energy resources are not conserved in nature in the 
same way as energy is conserved in the context of physics. The actual energy content is always 
conserved, but when it is converted into heat for example, it usually becomes less useful to society, 
and thus appears to have been "used up". 

Economics 

Production and consumption of energy resources is very important to the global economy. All 
economic activity requires energy resources, whether to manufacture goods, provide transportation, 
run computers and other machines. 

 

Environment 

www.kenyanexams.com

http://en.wikipedia.org/wiki/Energy
http://en.wikipedia.org/wiki/Society
http://en.wikipedia.org/wiki/Environment_(biophysical)
http://en.wikipedia.org/wiki/Industrialization
http://en.wikipedia.org/wiki/Agriculture
http://en.wikipedia.org/wiki/Transport
http://en.wikipedia.org/wiki/Sewage
http://en.wikipedia.org/wiki/Information_technology
http://en.wikipedia.org/wiki/Telecommunication
http://en.wikipedia.org/wiki/Industrial_Revolution
http://en.wikipedia.org/wiki/Global_warming
http://en.wikipedia.org/wiki/Humanities
http://en.wikipedia.org/wiki/Energy_development
http://en.wikipedia.org/wiki/Energy_development
http://en.wikipedia.org/wiki/Fuels
http://en.wikipedia.org/wiki/Petroleum
http://en.wikipedia.org/wiki/Electricity
http://en.wikipedia.org/wiki/Energy
http://en.wikipedia.org/wiki/Energy
http://en.wikipedia.org/wiki/Energy_development
http://en.wikipedia.org/wiki/World_energy_resources_and_consumption
http://en.wikipedia.org/wiki/Manufacturing
http://en.wikipedia.org/wiki/Transport
http://en.wikipedia.org/wiki/Computer
http://en.wikipedia.org/wiki/Machine
http://kenyanexams.com


 

 

Consumption of energy resources, (e.g. turning on a light) requires resources and has an effect on the 
environment. Many electric power plants burn coal, oil or natural gas in order to generate electricity 
for energy needs. While burning these fossil fuels produces a readily available and instantaneous 
supply of electricity, it also generates air pollutants including carbon dioxide (CO2), sulfur dioxide and 
trioxide (SOx) and nitrogen oxides (NOx). Carbon dioxide is an important greenhouse gas which is 
thought to be responsible for some fraction of the rapid increase in global warming seen especially in 
the temperature records in the 20th century, as compared with tens of thousands of year‘s worth of 
temperature records which can be read from ice cores taken in Arctic regions. Burning fossil fuels for 
electricity generation also releases trace metals such as beryllium, cadmium, chromium, copper, 
manganese, mercury, nickel, and silver into the environment, which also act as pollutants. 

The large-scale use of renewable energy technologies would "greatly mitigate or eliminate a wide 
range of environmental and human health impacts of energy use‖. Renewable energy technologies 
include biofuels, solar heating and cooling, hydroelectric power, solar power, and wind power. Energy 
conservation and the efficient use of energy would also help. 

Politics 

Since now energy plays an essential role in industrial societies, the ownership and control of energy 
resources plays an increasing role in politics. At the national level, governments seek to influence the 
sharing (distribution) of energy resources among various sections of the society through pricing 
mechanisms; or even who owns resources within their borders. They may also seek to influence the 
use of energy by individuals and business in an attempt to tackle environmental issues. 

The most recent international political controversy regarding energy resources is in the context of the 
Iraq wars. Some political analysts maintain that the hidden reason for both 1991 and 2003 wars can be 
traced to strategic control of international energy resources.  Others counter this analysis with the 
numbers related to its economics. According to the latter group of analysts, U.S. has spent about $336 
billion in Iraq as compared with a background current value of $25 billion per year budget for the 
entire U.S. oil import dependence. 

 

Production 

Producing energy to sustain human needs is an essential social activity, and a great deal of effort goes 
into the activity. While most of such effort is limited towards increasing the production of electricity 
and oil, newer ways of producing usable energy resources from the available energy resources are 
being explored. One such effort is to explore means of producing hydrogen fuel from water. Though 
hydrogen use is environmentally friendly, its production requires energy and existing technologies to 
make it, are not very efficient. Research is underway to explore enzymatic decomposition of biomass.  

Other forms of conventional energy resources are also being used in new ways. Coal gasification and 
liquefaction are recent technologies that are becoming attractive after the realization that oil 
reserves, at present consumption rates, may be rather short lived. See alternative fuels. 

Transportation 

All societies require materials and food to be transported over distances, generally against some force 
of friction. Since application of force over distance requires the presence of a source of usable 
energy, such sources are of great worth in society. 
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While energy resources are an essential ingredient for all modes of transportation in society, the 
transportation of energy resources is becoming equally important. Energy resources are invariably 
located far from the place where they are consumed. Therefore their transportation is always in 
question. Some energy resources like liquid or gaseous fuels are transported using tankers or 
pipelines, while electricity transportation invariably requires a network of grid cables. The 
transportation of energy, whether by tanker, pipeline, or transmission line, poses challenges for 
scientists and engineers, policy makers, and economists to make it more risk-free and efficient. 

Energy crises 

Economic and political instability can lead to an energy crisis. Notable oil crises are the 1973 oil crisis 
and the 1979 oil crisis. The advent of peak oil, the point in time when the maximum rate of global 
petroleum extraction is reached, will likely precipitate another energy crisis. 

TYPES OF ENERGY RESOURCE 
 
SOURCES OF ENERGY  
Energy is the force that produce motion.It also does work.It is used in the manufactured of products 
The development of industries depends on the availability of energy to make produce of various. 
Human apply their anergy even in their daily activities.There are two mjor forms of energy; 

 -Renewable Energy and  

 -Non-Renewable energy  

 
Renewable Energy  
Renewable energy is the energy which comes from natural resources such as sunlight wind, rain, tides 
and geothermal heat, which is renewale (naturally replacement), they include the following: 
 
WIND POWER 
Airflows can be used to run wind. It also applied for wind mills and propelling sailing boats and ships. 
Currently it‘s used to generate electricity and pumping of water to one of the renewable sources of 
energy. 
 

Wind energy 

The Earth is unevenly heated by the sun, such that the poles receive less energy from the sun than the 
equator; along with this, dry land heats up (and cools down) more quickly than the seas do. The 
differential heating drives a global atmospheric convection system reaching from the Earth's surface 
to the stratosphere which acts as a virtual ceiling. Most of the energy stored in these wind movements 
can be found at high altitudes where continuous wind speeds of over 160 km/h (99 mph) occur. 
Eventually, the wind energy is converted through friction into diffuse heat throughout the Earth's 
surface and the atmosphere. 

The total amount of economically extractable power available from the wind is considerably more 
than present human power use from all sources. The most comprehensive study as of 2005 found the 
potential of wind power on land and near-shore to be 72 TW, equivalent to 54,000 MToE (million tons 
of oil equivalent) per year, or over five times the world's current energy use in all forms. The 
potential takes into account only locations with mean annual wind speeds ≥ 6.9 m/s at 80 m. The 
study assumes six 1.5 megawatt, 77 m diameter turbines per square kilometer on roughly 13% of the 
total global land area (though that land would also be available for other compatible uses such as 
farming). The authors acknowledge that many practical barriers would need to be overcome to reach 
this theoretical capacity. 
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The practical limit to exploitation of wind power will be set by economic and environmental factors, 
since the resource available is far larger than any practical means to develop it. 

 

Distribution of wind speed 

Distribution of wind speed (red) and energy (blue) for all of 2002 at the Lee Ranch facility in 
Colorado. The histogram shows measured data, while the curve is the Rayleigh model distribution for 
the same average wind speed. 

The strength of wind varies, and an average value for a given location does not alone indicate the 
amount of energy a wind turbine could produce there. To assess the frequency of wind speeds at a 
particular location, a probability distribution function is often fit to the observed data. Different 
locations will have different wind speed distributions. The Weibull model closely mirrors the actual 
distribution of hourly wind speeds at many locations. The Weibull factor is often close to 2 and 
therefore a Rayleigh distribution can be used as a less accurate, but simpler model. 

Because so much power is generated by higher wind speed, much of the energy comes in short bursts. 
The 2002 Lee Ranch sample is telling; half of the energy available arrived in just 15% of the operating 
time. The consequence is that wind energy from a particular turbine or wind farm does not have as 
consistent an output as fuel-fired power plants.  

Electricity generation 

In a wind farm, individual turbines are interconnected with a medium voltage (often 34.5 kV), power 
collection system and communications network. At a substation, this medium-voltage electric current 
is increased in voltage with a transformer for connection to the high voltage electric power 
transmission system. 

The surplus power produced by domestic microgenerators can, in some jurisdictions, be fed into the 
network and sold to the utility company, producing a retail credit for the microgenerators' owners to 
offset their energy costs.  

Grid management 

Induction generators, often used for wind power, require reactive power for excitation so substations 
used in wind-power collection systems include substantial capacitor banks for power factor 
correction. Different types of wind turbine generators behave differently during transmission grid 
disturbances, so extensive modelling of the dynamic electromechanical characteristics of a new wind 
farm is required by transmission system operators to ensure predictable stable behaviour during 
system faults (see: Low voltage ride through). In particular, induction generators cannot support the 
system voltage during faults, unlike steam or hydro turbine-driven synchronous generators. Doubly-fed 
machines generally have more desirable properties for grid interconnection. Transmission systems 
operators will supply a wind farm developer with a grid code to specify the requirements for 
interconnection to the transmission grid. This will include power factor, constancy of frequency and 
dynamic behavior of the wind farm turbines during a system fault.  

Capacity factor 

Since wind speed is not constant, a wind farm's annual energy production is never as much as the sum 
of the generator nameplate ratings multiplied by the total hours in a year. The ratio of actual 
productivity in a year to this theoretical maximum is called the capacity factor. Typical capacity 

www.kenyanexams.com

http://en.wikipedia.org/wiki/Weibull_distribution
http://en.wikipedia.org/wiki/Rayleigh_distribution
http://en.wikipedia.org/wiki/Wind_farm
http://en.wikipedia.org/wiki/Transformer
http://en.wikipedia.org/wiki/Electric_power_transmission
http://en.wikipedia.org/wiki/Electric_power_transmission
http://en.wikipedia.org/wiki/Induction_generator
http://en.wikipedia.org/wiki/Reactive_power
http://en.wikipedia.org/wiki/Excitation_%28magnetic%29
http://en.wikipedia.org/wiki/Electrical_substation
http://en.wikipedia.org/wiki/Capacitor
http://en.wikipedia.org/wiki/Power_factor_correction
http://en.wikipedia.org/wiki/Power_factor_correction
http://en.wikipedia.org/wiki/Wind_energy_software
http://en.wikipedia.org/wiki/Low_voltage_ride_through
http://en.wikipedia.org/wiki/Doubly-fed_electric_machine
http://en.wikipedia.org/wiki/Doubly-fed_electric_machine
http://en.wikipedia.org/wiki/Power_factor
http://en.wikipedia.org/wiki/Utility_frequency
http://en.wikipedia.org/wiki/Wind_farm
http://en.wikipedia.org/wiki/Capacity_factor
http://kenyanexams.com


 

 

factors are 20–40%, with values at the upper end of the range in particularly favourable sites.[19] For 
example, a 1 MW turbine with a capacity factor of 35% will not produce 8,760 MW·h in a year (1 × 24 × 
365), but only 1 × 0.35 × 24 × 365 = 3,066 MW·h, averaging to 0.35 MW. Online data is available for 
some locations and the capacity factor can be calculated from the yearly output.  

Unlike fueled generating plants, the capacity factor is limited by the inherent properties of wind. 
Capacity factors of other types of power plant are based mostly on fuel cost, with a small amount of 
downtime for maintenance. Nuclear plants have low incremental fuel cost, and so are run at full 
output and achieve a 90% capacity factor. Plants with higher fuel cost are throttled back to follow 
load. Gas turbine plants using natural gas as fuel may be very expensive to operate and may be run 
only to meet peak power demand. A gas turbine plant may have an annual capacity factor of 5–25% 
due to relatively high energy production cost. 

In a 2008 study released by the U.S. Department of Energy's Office of Energy Efficiency and 
Renewable Energy, the capacity factor achieved by the wind turbine fleet is shown to be increasing as 
the technology improves. The capacity factor achieved by new wind turbines in 2004 and 2005 
reached 36%. 

Penetration 

Wind energy "penetration" refers to the fraction of energy produced by wind compared with the total 
available generation capacity. There is no generally accepted "maximum" level of wind penetration. 
The limit for a particular grid will depend on the existing generating plants, pricing mechanisms, 
capacity for storage or demand management, and other factors. An interconnected electricity grid 
will already include reserve generating and transmission capacity to allow for equipment failures; this 
reserve capacity can also serve to regulate for the varying power generation by wind plants. Studies 
have indicated that 20% of the total electrical energy consumption may be incorporated with minimal 
difficulty.  These studies have been for locations with geographically dispersed wind farms, some 
degree of dispatchable energy, or hydropower with storage capacity, demand management, and 
interconnection to a large grid area export of electricity when needed. Beyond this level, there are 
few technical limits, but the economic implications become more significant. Electrical utilities 
continue to study the effects of large (20% or more) scale penetration of wind generation on system 
stability and economics.  

At present, a few grid systems have penetration of wind energy above 5%: Denmark (values over 19%), 
Spain and Portugal (values over 11%), Germany and the Republic of Ireland (values over 6%). But even 
with a modest level of penetration, there can be times where wind power provides a substantial 
percentage of the power on a grid. For example, in the morning hours of 8 November 2009, wind 
energy produced covered more than half the electricity demand in Spain, setting a new record. This 
was an instance where demand was very low but wind power generation was very high. 

Variability and intermittency 

Electricity generated from wind power can be highly variable at several different timescales: from 
hour to hour, daily, and seasonally. Annual variation also exists, but is not as significant. Related to 
variability is the short-term (hourly or daily) predictability of wind plant output. Like other electricity 
sources, wind energy must be "scheduled". Wind power forecasting methods are used, but 
predictability of wind plant output remains low for short-term operation. 

Because instantaneous electrical generation and consumption must remain in balance to maintain grid 
stability, this variability can present substantial challenges to incorporating large amounts of wind 
power into a grid system. Intermittency and the non-dispatchable nature of wind energy production 
can raise costs for regulation, incremental operating reserve, and (at high penetration levels) could 
require an increase in the already existing energy demand management, load shedding, or storage 
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solutions or system interconnection with HVDC cables. At low levels of wind penetration, fluctuations 
in load and allowance for failure of large generating units requires reserve capacity that can also 
regulate for variability of wind generation. Wind power can be replaced by other power stations 
during low wind periods. Transmission networks must already cope with outages of generation plant 
and daily changes in electrical demand. Systems with large wind capacity components may need more 
spinning reserve (plants operating at less than full load).  

Pumped-storage hydroelectricity or other forms of grid energy storage can store energy developed by 
high-wind periods and release it when needed. Stored energy increases the economic value of wind 
energy since it can be shifted to displace higher cost generation during peak demand periods. The 
potential revenue from this arbitrage can offset the cost and losses of storage; the cost of storage 
may add 25% to the cost of any wind energy stored, but it is not envisaged that this would apply to a 
large proportion of wind energy generated. The 2 GW Dinorwig pumped storage plant in Wales evens 
out electrical demand peaks, and allows base-load suppliers to run their plant more efficiently. 
Although pumped storage power systems are only about 75% efficient, and have high installation 
costs, their low running costs and ability to reduce the required electrical base-load can save both 
fuel and total electrical generation costs.  

In particular geographic regions, peak wind speeds may not coincide with peak demand for electrical 
power. In the US states of California and Texas, for example, hot days in summer may have low wind 
speed and high electrical demand due to air conditioning. Some utilities subsidize the purchase of 
geothermal heat pumps by their customers, to reduce electricity demand during the summer months 
by making air conditioning up to 70% more efficient; widespread adoption of this technology would 
better match electricity demand to wind availability in areas with hot summers and low summer 
winds. Another option is to interconnect widely dispersed geographic areas with an HVDC "Super grid". 
In the USA it is estimated that to upgrade the transmission system to take in planned or potential 
renewables would cost at least $60 billion.  

In the UK, demand for electricity is higher in winter than in summer, and so are wind speeds. Solar 
power tends to be complementary to wind. On daily to weekly timescales, high pressure areas tend to 
bring clear skies and low surface winds, whereas low pressure areas tend to be windier and cloudier. 
On seasonal timescales, solar energy typically peaks in summer, whereas in many areas wind energy is 
lower in summer and higher in winter. Thus the intermittencies of wind and solar power tend to 
cancel each other somewhat. The Institute for Solar Energy Supply Technology of the University of 
Kassel pilot-tested a combined power plant linking solar, wind, biogas and hydrostorage to provide 
load-following power around the clock, entirely from renewable sources. 

 A report on Denmark's wind power noted that their wind power network provided less than 1% of 
average demand 54 days during the year 2002. Wind power advocates argue that these periods of low 
wind can be dealt with by simply restarting existing power stations that have been held in readiness 
or interlinking with HVDC. Electrical grids with slow-responding thermal power plants and without ties 
to networks with hydroelectric generation may have to limit the use of wind power.  

Three reports on the wind variability in the UK issued in 2009, generally agree that variability of wind 
needs to be taken into account, but it does not make the grid unmanageable; and the additional 
costs, which are modest, can be quantified. A 2006 International Energy Agency forum presented costs 
for managing intermittency as a function of wind-energy's share of total capacity for several 
countries, as shown: 

Increase in system operation costs, Euros per MW·h, for 10% and 20% wind share 

 
10% 20% 

Germany 2.5 3.2 
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Denmark 0.4 0.8 

Finland 0.3 1.5 

Norway 0.1 0.3 

Sweden 0.3 0.7 

 

Capacity credit and fuel saving 

Many commentators concentrate on whether or not wind has any "capacity credit" without defining 
what they mean by this and its relevance. Wind does have a capacity credit, using a widely accepted 
and meaningful definition, equal to about 20% of its rated output (but this figure varies depending on 
actual circumstances). This means that reserve capacity on a system equal in MW to 20% of added 
wind could be retired when such wind is added without affecting system security or robustness. But 
the precise value is irrelevant since the main value of wind (in the UK, worth 5 times the capacity 
credit value) is its fuel and CO2 savings. 

According to a 2007 Stanford University study published in the Journal of Applied Meteorology and 
Climatology, interconnecting ten or more wind farms can allow an average of 33% of the total energy 
produced to be used as reliable, baseload electric power, as long as minimum criteria are met for 
wind speed and turbine height 

 
Hydropower 
Energy in water can be harnsued and used .Hydroelectric energy is the commonly used sources of 
energy from war. By the use of technology also oceanic energy is used to produce energy. 
 
Solar energy is the energy derived from the sun through the solar radication. Solar powered electrical 
generation taio on photovoltaics and heat engines. 
 

History 

Early uses of waterpower date back to Mesopotamia and ancient Egypt, where irrigation has been used 
since the 6th millennium BC and water clocks had been used since the early 2nd millennium BC. Other 
early examples of water power include the Qanat system in ancient Persia and the Turpan water 
system in ancient China. 

Waterwheels and mills 

Hydropower has been used for hundreds of years. In India, water wheels and watermills were built; in 
Imperial Rome, water powered mills produced flour from grain, and were also used for sawing timber 
and stone; in China, watermills were widely used since the Han Dynasty. The power of a wave of 
water released from a tank was used for extraction of metal ores in a method known as hushing. The 
method was first used at the Dolaucothi gold mine in Wales from 75 AD onwards, but had been 
developed in Spain at such mines as Las Medulas. Hushing was also widely used in Britain in the 
Medieval and later periods to extract lead and tin ores. It later evolved into hydraulic mining when 
used during the California gold rush. 

In China and the rest of the Far East, hydraulically operated "pot wheel" pumps raised water into 
irrigation canals. At the beginning of the Industrial revolution in Britain, water was the main source of 
power for new inventions such as Richard Arkwright's water frame. Although the use of water power 
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gave way to steam power in many of the larger mills and factories, it was still used during the 18th 
and 19th centuries for many smaller operations, such as driving the bellows in small blast furnaces 
and gristmills, such as those built at Saint Anthony Falls, which uses the 50-foot (15 m) drop in the 
Mississippi River. 

In the 1830s, at the peak of the canal-building era, hydropower was used to transport barge traffic up 
and down steep hills using inclined plane railroads. 

Hydraulic power pipes 

Hydraulic power networks also existed, using pipes carrying pressurized liquid to transmit mechanical 
power from a power source, such as a pump, to end users. These were extensive in Victorian cities in 
the United Kingdom. A hydraulic power network was also in use in Geneva, Switzerland. The world 
famous Jet d'Eau was originally the only over pressure valve of this network.  

 

Compressed air hydro 

Where there is a plentiful head of water it can be made to generate compressed air directly without 
moving parts. A falling column of water is mixed with air bubbles generated through turbulence at the 
inlet. This is allowed to fall down a shaft into a subterranean chamber where the air separates from 
the water. The weight of falling water compresses the air in the top of the chamber. A submerged 
outlet from the chamber allows water to flow to the surface at a lower height than the intake. An 
outlet in the roof of the chamber supplies the compressed air to the surface. A facility on this 
principal was built on the Montreal River at Ragged Shutes near Cobalt, Ontario in 1910 and supplied 
5,000 horsepower to nearby mines.  

Modern usage 

There are several forms of water power currently in use or development. Some are purely mechanical 
but many primarily generate electricity. Broad categories include: 

Hydroelectricity 

A conventional dammed-hydro facility (hydroelectric dam) is the most common type of hydroelectric 
power generation. 

 Conventional hydroelectric, referring to hydroelectric dams. 

 Run-of-the-river hydroelectricity, which captures the kinetic energy in rivers or streams, 
without the use of dams. 

 Pumped-storage hydroelectricity, to pump up water, and use its head to generate in times of 
demand. 

 Tidal power, which captures energy from the tides in horizontal direction.  
o Tidal stream power, usage of stream generators, somewhat similar to that of a wind 

turbine. 
o Tidal barrage power, usage of a tidal dam. 
o Dynamic tidal power, utilizing large areas to generate head. 

Marine energy 

 Marine current power, which captures the kinetic energy from marine currents. 
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 Osmotic power, which channels river water into a container separated from sea water by a 
semi-permeable membrane. 

 Ocean thermal energy, which exploits the temperature difference between deep and shallow 
waters. 

 Tidal power, which captures energy from the tides in horizontal direction. Also a popular form 
of hydroelectric power generation.  

o Tidal stream power, usage of stream generators, somewhat similar to that of a wind 
turbine. 

o Tidal barrage power, usage of a tidal dam. 
o Dynamic tidal power, utilizing large areas to generate head. 

 Wave power, the use ocean surface waves to generate power. 

 
 
Non-Renewable sources of Energy 
A non-renewable resources as a natural resources which cannot be produced frown generated or used 
on a scale which can sustain to consumption rate.These resources often exist in fixed amount or    
consumed  mush resources than the nature can creature them they include  
 
Fossil Fuels 
Natural resources such as coal petroleum, oil and natural gas take thousand of your to form naturally 
gas take thousand of years to form naturally and cannot be replacd as fast as they are being 
consumed.Eventually natural resources will become to costly to harvest and humanity will need to 
find other sources of energy.At the present the main sources of energy neing used by human are the 
non-renewable as they are cheap to produce. 
 

Fossil fuels are fuels formed by natural resources such as anaerobic decomposition of buried dead 
organisms. The age of the organisms and their resulting fossil fuels is typically millions of years, and 
sometimes exceeds 650 million years. The fossil fuels, which contain high percentages of carbon, 
include coal, petroleum, and natural gas. Fossil fuels range from volatile materials with low 
carbon:hydrogen ratios like methane, to liquid petroleum to nonvolatile materials composed of almost 
pure carbon, like anthracite coal. Methane can be found in hydrocarbon fields, alone, associated with 
oil, or in the form of methane clathrates. It is generally accepted that they formed from the fossilized 
remains of dead plants and animals by exposure to heat and pressure in the Earth's crust over millions 
of years.  This biogenic theory was first introduced by Georg Agricola in 1556 and later by Mikhail 
Lomonosov in the 18th century. 

It was estimated by the Energy Information Administration that in 2007 primary sources of energy 
consisted of petroleum 36.0%, coal 27.4%, natural gas 23.0%, amounting to an 86.4% share for fossil 
fuels in primary energy consumption in the world.  Non-fossil sources in 2006 included hydroelectric 
6.3%, nuclear 8.5%, and others (geothermal, solar, tide, wind, wood, waste) amounting to 0.9 
percent. World energy consumption was growing about 2.3% per year. 

Fossil fuels are non-renewable resources because they take millions of years to form, and reserves are 
being depleted much faster than new ones are being made. The production and use of fossil fuels 
raise environmental concerns. A global movement toward the generation of renewable energy is 
therefore under way to help meet increased energy needs. 

The burning of fossil fuels produces around 21.3 billion tonnes (21.3 gigatonnes) of carbon dioxide 
(CO2) per year, but it is estimated that natural processes can only absorb about half of that amount, 
so there is a net increase of 10.65 billion tonnes of atmospheric carbon dioxide per year (one tonne of 
atmospheric carbon is equivalent to 44/12 or 3.7 tonnes of carbon dioxide). Carbon dioxide is one of 
the greenhouse gases that enhances radiative forcing and contributes to global warming, causing the 
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average surface temperature of the Earth to rise in response, which most climate scientists agree will 
cause major adverse effects. 

Origin 

Petroleum and natural gas are formed by the anaerobic decomposition of remains of organisms 
including phytoplankton and zooplankton that settled to the sea (or lake) bottom in large quantities 
under anoxic conditions, millions of years ago. Over geological time, this organic matter, mixed with 
mud, got buried under heavy layers of sediment. The resulting high levels of heat and pressure caused 
the organic matter to chemically alter, first into a waxy material known as kerogen which is found in 
oil shales, and then with more heat into liquid and gaseous hydrocarbons in a process known as 
catagenesis. 

There is a wide range of organic, or hydrocarbon, compounds in any given fuel mixture. The specific 
mixture of hydrocarbons gives a fuel its characteristic properties, such as boiling point, melting point, 
density, viscosity, etc. Some fuels like natural gas, for instance, contain only very low boiling, gaseous 
components. Others such as gasoline or diesel contain much higher boiling components. 

Terrestrial plants, on the other hand, tend to form coal and methane. Many of the coal fields date to 
the Carboniferous period of Earth's history. Terrestrial plants also form type III kerogen, a source of 
natural gas. 

 

Importance 

Fossil fuels are of great importance because they can be burned (oxidized to carbon dioxide and 
water), producing significant amounts of energy per unit weight. The use of coal as a fuel predates 
recorded history. Coal was used to run furnaces for the melting of metal ore. Semi-solid hydrocarbons 
from seeps were also burned in ancient times, but these materials were mostly used for waterproofing 
and embalming.  

Commercial exploitation of petroleum, largely as a replacement for oils from animal sources (notably 
whale oil), for use in oil lamps began in the 19th century.  

Natural gas, once flared-off as an unneeded byproduct of petroleum production, is now considered a 
very valuable resource.  

Heavy crude oil, which is much more viscous than conventional crude oil, and tar sands, where 
bitumen is found mixed with sand and clay, are becoming more important as sources of fossil fuel. Oil 
shale and similar materials are sedimentary rocks containing kerogen, a complex mixture of high-
molecular weight organic compounds, which yield synthetic crude oil when heated (pyrolyzed). These 
materials have yet to be exploited commercially. These fuels can be employed in internal combustion 
engines, fossil fuel power stations and other uses. 

Prior to the latter half of the 18th century, windmills and watermills provided the energy needed for 
industry such as milling flour, sawing wood or pumping water, and burning wood or peat provided 
domestic heat. The widescale use of fossil fuels, coal at first and petroleum later, to fire steam 
engines enabled the Industrial Revolution. At the same time, gas lights using natural gas or coal gas 
were coming into wide use. The invention of the internal combustion engine and its use in 
automobiles and trucks greatly increased the demand for gasoline and diesel oil, both made from 
fossil fuels. Other forms of transportation, railways and aircraft, also required fossil fuels. The other 
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major use for fossil fuels is in generating electricity and as feedstock for the petrochemical industry. 
Tar, a leftover of petroleum extraction, is used in construction of roads. 

Levels and flows 

Levels of primary energy sources are the reserves in the ground. Flows are production. The most 
important part of primary energy sources are the carbon based fossil energy sources. Coal, oil, and 
natural gas provided 79.6% of primary energy production during 2002 (in million tonnes of oil 
equivalent (mtoe)) (34.9+23.5+21.2). 

Levels (proved reserves) during 2005-2007 

 Coal: 997,748 million short tonnes (905 billion metric tonnes),  4,416 billion barrels 
(702.1 km3) of oil equivalent 

 Oil: 1,119 billion barrels (177.9 km3) to 1,317 billion barrels (209.4 km3)  

 Natural gas: 6,183-6,381 trillion cubic feet (175-181 trillion cubic metres), 

  1,161 billion barrels (184.6×109 m3) of oil equivalent 

Flows (daily production) during 2006 

 Coal: 18,476,127 short tonnes (16,761,260 metric tonnes), 52,000,000 barrels (8,300,000 m3) 
of oil equivalent per day 

 Oil: 84,000,000 barrels per day (13,400,000 m3/d)  

 Natural gas: 104,435 billion cubic feet (2,960 billion cubic metres), 19,000,000 barrels 
(3,000,000 m3) of oil equivalent per day 

Years of production left in the ground with the current proved reserves and flows above 

 Coal: 148 years 

 Oil: 43 years 

 Natural gas: 61 years 

Years of production left in the ground with the most optimistic proved reserve estimates (Oil & Gas 
Journal, World Oil) 

 Coal: 417 years 

 Oil: 43 years 

 Natural gas: 167 years 

The calculation above assumes that the product could be produced at a constant level for that 
number of years and that all of the proved reserves could be recovered. In reality, consumption of all 
three resources has been increasing. While this suggests that the resource will be used up more 
quickly, in reality, the production curve is much more akin to a bell curve. At some point in time, the 
production of each resource within an area, country, or globally will reach a maximum value, after 
which, the production will decline until it reaches a point where is no longer economically feasible or 
physically possible to produce. See Hubbert peak theory for detail on this decline curve with regard to 
petroleum. Note also that proved reserve estimates do not include strategic reserves, which (globally) 
amount to 4.1 billion more barrels. 

The above discussion emphasizes worldwide energy balance. It is also valuable to understand the ratio 
of reserves to annual consumption (R/C) by region or country. For example, energy policy of the 
United Kingdom recognizes that Europe's R/C value is 3.0, very low by world standards, and exposes 
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that region to energy vulnerability. Alternatives to fossil fuels are a subject of intense debate 
worldwide. 

 

Limits and alternatives 

The principle of supply and demand suggests that as hydrocarbon supplies diminish, prices will rise. 
Therefore higher prices will lead to increased alternative, renewable energy supplies as previously 
uneconomic sources become sufficiently economical to exploit. Artificial gasolines and other 
renewable energy sources currently require more expensive production and processing technologies 
than conventional petroleum reserves, but may become economically viable in the near future. See 
Energy development. Different alternative sources of energy include nuclear, hydroelectric, solar, 
wind, and geothermal. 

Environmental effects 

In the United States, more than 90% of greenhouse gas emissions come from the combustion of fossil 
fuels.[18] Combustion of fossil fuels also produces other air pollutants, such as nitrogen oxides, sulfur 
dioxide, volatile organic compounds and heavy metals. 

According to Environment Canada: 

"The electricity sector is unique among industrial sectors in its very large contribution to emissions 
associated with nearly all air issues. Electricity generation produces a large share of Canadian 
nitrogen oxides and sulphur dioxide emissions, which contribute to smog and acid rain and the 
formation of fine particulate matter. It is the largest uncontrolled industrial source of mercury 
emissions in Canada. Fossil fuel-fired electric power plants also emit carbon dioxide, which may 
contribute to climate change. In addition, the sector has significant impacts on water and habitat and 
species. In particular, hydro dams and transmission lines have significant effects on water and 
biodiversity."  

According to U.S. Scientist Jerry Mahlman and USA Today: Mahlman, who crafted the IPCC language 
used to define levels of scientific certainty, says the new report will lay the blame at the feet of fossil 
fuels with "virtual certainty," meaning 99% sure. That's a significant jump from "likely," or 66% sure, in 
the group's last report in 2001, Mahlman says. His role in this year's effort involved spending two 
months reviewing the more than 1,600 pages of research that went into the new assessment.  

Combustion of fossil fuels generates sulfuric, carbonic, and nitric acids, which fall to Earth as acid 
rain, impacting both natural areas and the built environment. Monuments and sculptures made from 
marble and limestone are particularly vulnerable, as the acids dissolve calcium carbonate. 

Fossil fuels also contain radioactive materials, mainly uranium and thorium, which are released into 
the atmosphere. In 2000, about 12,000 tonnes of thorium and 5,000 tonnes of uranium were released 
worldwide from burning coal. It is estimated that during 1982, US coal burning released 155 times as 
much radioactivity into the atmosphere as the Three Mile Island incident. However, this radioactivity 
from coal burning is minuscule at each source and has not shown to have any adverse effect on human 
physiology. 

Burning coal also generates large amounts of bottom ash and fly ash. These materials are used in a 
wide variety of applications, utilizing, for example, about 40% of the US production. Harvesting, 
processing, and distributing fossil fuels can also create environmental concerns. Coal mining methods, 
particularly mountaintop removal and strip mining, have negative environmental impacts, and 
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offshore oil drilling poses a hazard to aquatic organisms. Oil refineries also have negative 
environmental impacts, including air and water pollution. Transportation of coal requires the use of 
diesel-powered locomotives, while crude oil is typically transported by tanker ships, each of which 
requires the combustion of additional fossil fuels. 

Environmental regulation uses a variety of approaches to limit these emissions, such as command-and-
control (which mandates the amount of pollution or the technology used), economic incentives, or 
voluntary programs. 

An example of such regulation in the USA is the "EPA is implementing policies to reduce airborne 
mercury emissions. Under regulations issued in 2005, coal-fired power plants will need to reduce their 
emissions by 70 percent by 2018.". In economic terms, pollution from fossil fuels is regarded as a 
negative externality. Taxation is considered one way to make societal costs explicit, in order to 
'internalize' the cost of pollution. This aims to make fossil fuels more expensive, thereby reducing 
their use and the amount of pollution associated with them, along with raising the funds necessary to 
counteract these factors. 

Energy conservation 

Energy conservation refers to efforts made to reduce energy consumption. Energy conservation can be 
achieved through increased efficient energy use, in conjunction with decreased energy consumption 
and/or reduced consumption from conventional energy sources. 

Energy conservation can result in increased financial capital, environmental quality, national security, 
personal security, and human comfort. Individuals and organizations that are direct consumers of 
energy choose to conserve energy to reduce energy costs and promote economic security. Industrial 
and commercial users can increase energy use efficiency to maximize profit. 

 

 

Building design 

In passive solar building design, windows, walls, and floors are made to collect, store, and distribute 
solar energy in the form of heat in the winter and reject solar heat in the summer. This is called 
passive solar design or climatic design because, unlike active solar heating systems, it doesn't involve 
the use of mechanical and electrical devices. 

The key to designing a passive solar building is to best take advantage of the local climate. Elements 
to be considered include window placement and glazing type, thermal insulation, thermal mass, and 
shading. Passive solar design techniques can be applied most easily to new buildings, but existing 
buildings can be adapted or "retrofitted". 

Climate change 

By reducing emissions, energy conservation is an important part of lessening climate change. Energy 
conservation facilitates the replacement of non-renewable resources with renewable energy. Energy 
conservation is often the most economical solution to energy shortages, and is a more environmentally 
benign alternative to increased energy production. 

Energy conservation by country 
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India 

Petroleum Conservation Research Association (PCRA) www.pcra.org is an Indian government body 
created in 1976 and engaged in promoting energy efficiency and conservation in every walk of life. In 
the recent past PCRA has done mass media campaigns in television, radio & print media. An impact 
assessment survey by a third party revealed that due to these mega campaigns by PCRA, overall 
awareness level have gone up leading to saving of fossil fuels worth crores of rupees besides reducing 
pollution. 

Bureau of Energy Efficiency is an Indian governmental organization created in 2002 responsible for 
promoting energy efficiency and conservation. 

Japan 

 
Since the 1973 oil crisis, energy conservation has been an issue in Japan. All oil based fuel is 
imported, so indigenous sustainable energy is being developed. 

The Energy Conservation Center promotes energy efficiency in every aspect of Japan. Public entities 
are implementing the efficient use of energy for industries. 

Lebanon 

In Lebanon and since 2002 The Lebanese Center for Energy Conservation (LCEC) has been promoting 
the development of efficient and rational uses of energy and the use of renewable energy at the 
consumer level. It was created as a project financed by the Global Environment Facility (GEF) and the 
Ministry of Energy Water (MEW) under the management of the United Nations Development 
Programme (UNDP) and gradually established itself as an independent technical national center 
although it continues to be supported by the United Nations Development Programme (UNDP) as 
indicated in the Memorandum of Understanding (MoU) signed between MEW and UNDP on June 18, 
2007. 

New Zealand 

In New Zealand the Energy Efficiency and Conservation Authority is responsible for promoting energy 
efficiency and conservation. 

European Union 

At the end of 2006, the European Union-EU pledged to cut its annual consumption of primary energy 
by 20% by 2020. The 'European Union Energy Efficiency Action Plan' is long awaited. As part of the EU's 
SAVE Programme, aimed at promoting energy efficiency and encouraging energy-saving behaviour, the 
Boiler Efficiency Directive specifies minimum levels of efficiency for boilers fired with liquid or 
gaseous fuels. The European Commission is funding large-scale research projects to learn about 
success factors for effective energy conservation programmes.  

United Kingdom 

Energy conservation in the United Kingdom has been receiving increased attention over recent years. 
Key factors behind this are the Government's commitment to reducing carbon emissions, the 
projected 'energy gap' in UK electricity generation, and the increasing reliance on imports to meet 
national energy needs. Domestic housing and road transport are currently the two biggest problem 
areas. 
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Responsibility for energy conservation fall between three Government departments although is led by 
the Department for Energy and Climate Change (DECC). The Department for Communities and Local 
Government (CLG) is still responsible for energy standards in buildings, and the Department for 
Environment, Food and Rural Affairs (Defra) retains a residual interest in energy insofar as it leads to 
emissions of CO2, the main greenhouse gas. The Department for Transport retains many 
responsibilities for energy conservation in transport. At an operational level, there are two main non-
departmental governmental bodies ("quangoes") - the Energy Saving Trust, working mainly in the 
domestic sector with some interest in transport, and the Carbon Trust, working with industry and 
innovative energy technologies. In addition there are many independent NGOs working in the sector 
such as the Centre for Sustainable Energy in Bristol or the National Energy Foundation in Milton 
Keynes, and directly helping consumers make informed choices on energy efficiency sust-it 

United States 

The United States is currently the largest single consumer of energy. The U.S. Department of Energy 
categorizes national energy use in four broad sectors: transportation, residential, commercial, and 
industrial. 

 Energy usage in transportation and residential sectors, about half of U.S. energy consumption, is 
largely controlled by individual consumers. Commercial and industrial energy expenditures are 
determined by businesses entities and other facility managers. National energy policy has a significant 
effect on energy usage across all four sectors, and its strengthening is part of the 2010 Presidential-
Congressional legislative debate. 

Sri Lanka 

The Sri lanka is currently consumed Fossil Fuels,hydro power,wind power & solar power for their day 
to day power generation. Sri lanka Sustainable energy authority is doing major role regarding energy 
management & energy conservation.Today Most of the industries are forwarded to reduce their energy 
consumptions using renewable energy resources & optimizing their energy usages. 

ENERGY CONSERVATION ISSUES 

 The use of telecommuting by major corporations is a significant opportunity to conserve 
energy, as many Americans now work in service jobs that enable them to work from home 
instead of commuting to work each day.  

 Electric motors consume more than 60% of all electrical energy generated and are responsible 
for the loss of 10 to 20% of all electricity converted into mechanical energy. Consumers are 
often poorly informed of the savings of energy efficient products. The research one must put 
into conserving energy often is too time consuming and costly when there are cheaper 
products and technology available using today's fossil fuels. Some governments and NGOs are 
attempting to reduce this complexity with ecolabels that make differences in energy 
efficiency easy to research while shopping. 

 Technology needs to be able to change behavioral patterns, it can do this by allowing energy 
users, business and residential, to see graphically the impact their energy use can have in 
their workplace or homes. Advanced real-time energy metering is able to help people save 
energy by their actions. Rather than become wasteful automatic energy saving technologies, 
real-time energy monitors and meters such as the Energy Detective, Enigin Plc's Eniscope, 
Ecowizard, or solutions like EDSA'a Paladin Live are examples of such solutions  
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 It is frequently argued that effective energy conservation requires more than informing 
consumers about energy consumption, for example through smart meters at home or ecolabels 
while shopping. People need practical and tailored advice how to reduce energy consumption 
in order to make change easy and lasting. This applies to both efficiency investments, such as 
investment in building renovation, or behavioral change, for example turning down the 
heating. To provide the kind of information and support people need to invest money, time 
and effort in energy conservation, it is imprtant to understand and link to people's topical 
concerns.  

 Some retailers argue that bright lighting stimulates purchasing. However, health studies have 
demonstrated that headache, stress, blood pressure, fatigue and worker error all generally 
increase with the common over-illumination present in many workplace and retail settings. It 
has been shown that natural daylighting increases productivity levels of workers, while 
reducing energy consumption 

 
REVISION QUESTION 

1. Explain the meaning of energy resources 
2. Discuss various types of energy resources 
3. Discuss ways of utilizing energy resources in a society 
4. Discuss the impact of conservation of energy resource in a society 

 

 

 

CHAPTER SEVEN 

LOGISTICS AND DISTRIBUTION 

Specific Objectives 

By the end of this topic, the trainee should be able to; 

a) Explain the meaning of logistics and distribution 
b) Discuss the components of logistics 
c) Discuss the procurement procedure 
d) Discuss the ways of managing stores and warehouses 
e) Discuss channels of distribution 
f) Discuss the procedure of imports and exports 

INTRODUCTION 

Logistics 

Logistics is the management of the flow of goods and services between the point of origin and the 
point of consumption in order to meet the requirements of customers. Logistics involves the 
integration of information, transportation, inventory, warehousing, material handling, and packaging, 
and occasionally security. Logistics is a channel of the supply chain which adds the value of time and 

www.kenyanexams.com

http://en.wikipedia.org/wiki/Smart_meter
http://en.wikipedia.org/wiki/Ecolabel
http://en.wikipedia.org/wiki/Headache
http://en.wikipedia.org/wiki/Stress_%28medicine%29
http://en.wikipedia.org/wiki/Blood_pressure
http://en.wikipedia.org/wiki/Over-illumination
http://en.wikipedia.org/wiki/Good_%28economics%29
http://en.wikipedia.org/wiki/Transportation
http://en.wikipedia.org/wiki/Inventory
http://en.wikipedia.org/wiki/Warehousing
http://en.wikipedia.org/wiki/Packaging
http://en.wikipedia.org/wiki/Security
http://en.wikipedia.org/wiki/Supply_chain
http://kenyanexams.com


 

 

place utility. Today the complexity of production logistics can be modeled, analyzed, visualized and 
optimized by plant simulation software. 

Distribution 

Product distribution (or place) is one of the four elements of the marketing mix. An organization or 
set of organizations (go-betweens) involved in the process of making a product or service available for 
use or consumption by a consumer or business user. 

The distribution channel 

Distribution is also a very important component of Logistics & Supply chain management. Distribution 
in supply chain management refers to the distribution of a good from one business to another. It can 
be factory to supplier, supplier to retailer, or retailer to end customer. It is defined as a chain of 
intermediaries; each passing the product down the chain to the next organization, before it finally 
reaches the consumer or end-user. This process is known as the 'distribution chain' or the 'channel.' 
Each of the elements in these chains will have their own specific needs, which the producer must take 
into account, along with those of the all-important end-user. 

COMPONENTS OF  LOGISTICS  

A business logistics system is made up of three main activities:  order processing, inventory 
management, and freight transportation.  
 
Order processing is concerned with the information flow in the logistics system and includes a number 
of operations. The beginning of the process consists of a request from a customer for a particular 
product via an order form. These orders are then transmitted and checked for completeness and 
accuracy. The availability of the requested product and the customer‘s credit status are verified. 
Finally, products are retrieved from the stock, packed, and delivered along with their shipping 
documents.  Throughout this entire process, the customers have to be kept informed about the status 
of their orders.  
 
Inventory management is a key issue in logistics systems. Businesses choose to maintain inventories 
for a variety of reasons, including: 
 
1. Improving service level. 
2. Reducing overall logistics costs. 
3. Making seasonal items available throughout the year. 
4. Overcoming inefficiencies managing the logistics system. 
 
The objective of inventory management is to regulate stock levels for minimizing total operating cost 
while satisfying customer service requirements.  
 
Freight transportation plays an important role in today‘s economy since it enables production and 
consumption to take place at locations far away from each other. Freight transportation accounts for 
two-thirds of total logistics costs and has a major impact on the level of customer service. Therefore, 
transportation planning plays a key role in logistics system management. A manufacturer or 
distributor can choose among three alternatives to transport its materials:  private transportation, 
contract transportation, and public transportation. 
 
The main modes of transportation used by logistics system management are ship, rail, truck, air, and 
pipeline. All are combined in numerous ways to obtain door-to-door services. Rail transport is 
inexpensive especially for long distance shipment and is more energy efficient than the alternatives. 
Trucks are used mainly for moving semi-finished and finished goods by the truck load or by partial 
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truck load. Air transportation is often used in combination with road transportation to provide door-
to-door service.  Air transportation is theoretically the fastest mode of transportation but in practice 
it is slowed down by freight handling at airports.  
 
The major advantages of using a logistics system are: 
 
1. It helps capital reduction. 
2. It reduces total cost of transportation. 
3. It helps improve service level. 
 
Logistics is a field that extensively utilizes information technology (IT) to perform daily tasks.  In 
today‘s world, logistics play a vital role in transportation of goods and will continue to play a major 
role in the coming decades.  

 

PROCUREMENT PROCEDURES 

Procurement is the purchase of goods or merchandise by a business, association, organization, or an 
individual. This simply means buying supplies from suppliers at the lowest possible price. The best 
way of doing this is to let the suppliers contend with each other so that the investment costs of the 
buyer are kept at a minimum. 

Procurement more often than not involves a bidding process in which the bidders or vendors quote 
their prices and the purchasers agree to the lowest possible bid. This is the most proficient and 
gainful manner of obtaining supplies or services if the quality of the goods meets the buyers' 
conditions. 

The procedure of procurement usually commences when the purchaser starts to look for bidders in the 
market. After discovering the suppliers, a request is made for bids, proposals, quotes, and 
information. However, direct contact with bidders can also be made as an alternative for advertising 
all the above requests. 

After choosing the suitable bidders, a quality check is necessary to verify the quality of the goods. The 
next step would be negotiation of the terms, conditions, and delivery schedules. Logistics and fees 
are the next two most important processes that decide the safe delivery and the payoff of the goods. 

The procurement process can be divided into two parts, namely indirect procurement and direct 
procurement. Indirect procurement is that which deals with operational goods and direct procurement 
deals with the acquisition of goods that are considered raw material for the company's manufacturing 
process. 

The procurement procedure can differ depending on the merchandise and the uses of the product. 
Equipment needed for healthcare and other important industries need to be efficient and dependable 
and the procurement process is carried out carefully in order to shun the purchase of defective 
apparatus. Another important factor that usually influences the procurement procedure is the 
quantity in which the product is bought. 

The procedure for acquiring goods may differ according to the product, price, availability, and market 
trends. 
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STORES AND WAREHOUSE MANGEMENT 

Stores Management 

A store manager is the person ultimately responsible for the day-to-day operations (or management) 
of a retail store. All employees working in the store report to the store manager. A store manager 
reports to a district or general manager. 

Roles and responsibilities 

Responsibilities of a store manager may include: 

 Human Resources, specifically: recruiting, hiring, training and development, performance 
management, payroll, and schedule workplace scheduling 

 Store business operations, including managing profit and loss, facility management, safety and 
security, loss prevention (also called shrink), and banking 

 Product management, including ordering, receiving, price changes, handling damaged 
products, and returns 

 Team Development, facilitating staff learning and development 

 Problem solving, handling unusual circumstances 

Sales generation 

A store manager must meet monthly , quarterly, or annual sales goals, depending on the company's 
fiscal cycle. This involves setting individual sales goals (quotas), holding contests for employees, or 
offering sales promotions. The manager may also receive a monetary incentive (or "bonus") tied to 
financial performance over a specific period. This incentive may be based on net sales, profitability, 
or both. Thus, the store manager may be forced to reduce payroll expenditures by decreasing 
employees' hours, or otherwise reducing operating costs. 

The General manager must post Material Safety Data Sheets for their employees for any hazardous 
materials used in the store. 

The Store manager is the store's primary key-holder and may be called to the store before, during, or 
after business hours in the event of an emergency. They are also responsible for the safety of all 
customers and employees on store premises. Store managers may be required to hold safety meetings, 
especially as dictated by union practices in cases where store employees belong to a union. 

 

Division of responsibility 

A store manager may have several subordinates who have management-level responsibility. These 
employees may be called assistant managers, department managers, supervisors, keyholders, shift 
leads, or leads. A store manager has over-all responsibility for all day to day activity of the store. 
Managing & controlling staff, and planning are essential points of the store manager. 

Hiring, training and development 
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The store manager is responsible for hiring, training, and in some cases, development, of employees. 
The manager must ensure staffing levels are adequate to effectively operate the store, and ensure 
employees receive training necessary for their job responsibilities. Managers may be responsible for 
developing employees so the company can promote employees from within and develop future 
leaders, potentially for employment at other locations. The role of store managers with regards to the 
other employees varies from company to company and each respective company's operating methods 
but in general a store manager will be required to deal with and try and solve any issues adversely 
affecting an employee's work. This is to done to prevent a drop in productivity and to make sure that 
the employee seeking help doesn't end up being a casualty of the neccesary role of firing long term 
inefficient workers. 

Visual merchandising and inventory control 

Store managers ensure that visual merchandising is consistent with customers' expectations of the 
brand. 

In retail locations, store managers are responsible for visual merchandising. Many companies 
communicate how to merchandise their stores using direction such as planograms to indicate product 
placement. While managers have a varying degree of autonomy in deviating from corporate direction, 
it is important to ensure that stores are compliant with the company's brand image. Managers must 
ensure that the proper amount of inventory is displayed for customers to purchase, by ensuring that 
shelves and racks remain stocked and that product is frequently rotated out of storage areas. 
Managers are also concerned with shrinkage, and must ensure that merchandising techniques and 
customer service skills minimize the possibility of product being stolen. 

Warehouse management system 

A warehouse management system, or WMS, is a key part of the supply chain and primarily aims to 
control the movement and storage of materials within a warehouse and process the associated 
transactions, including shipping, receiving, putaway and picking. The systems also direct and optimize 
stock putaway based on real-time information about the status of bin utilization. 

Warehouse management systems often utilize Auto ID Data Capture (AIDC) technology, such as 
barcode scanners, mobile computers, wireless LANs and potentially Radio-frequency identification 
(RFID) to efficiently monitor the flow of products. Once data has been collected, there is either a 
batch synchronization with, or a real-time wireless transmission to a central database. The database 
can then provide useful reports about the status of goods in the warehouse. 

The objective of a warehouse management system is to provide a set of computerized procedures to 
handle the receipt of stock and returns into a warehouse facility, model and manage the logical 
representation of the physical storage facilities (e.g. racking etc), manage the stock within the 
facility and enable a seamless link to order processing and logistics management in order to pick, pack 
and ship product out of the facility. 

Warehouse management systems can be stand alone systems, or modules of an ERP system or supply 
chain execution suite. 

The primary purpose of a WMS is to control the movement and storage of materials within a 
warehouse – you might even describe it as the legs at the end-of-the line which automates the store, 
traffic and shipping management. 

In its simplest form, the WMS can data track products during the production process and act as an 
interpreter and message buffer between existing ERP and WMS systems. Warehouse Management is 
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not just managing within the boundaries of a warehouse today, it is much wider and goes beyond the 
physical boundaries. Inventory management,inventory planning, cost management, IT applications & 
communication technology to be used are all related to warehouse management. The container 
storage, loading and unloading are also covered by warehouse management today.Warehouse 
management today is part of SCM and demand management. Even production management is to a 
great extent dependent on warehouse management. Efficient warehouse management gives a cutting 
edge to a retail chain distribution company. Warehouse management does not just start with receipt 
of material but it actually starts with actual initial planning when container design is made for a 
product. Warehouse design and process design within the warehouse (e.g. Wave Picking) is also part 
of warehouse management. Warehouse management is part of Logistics and SCM. 

Warehouse Management monitors the progress of products through the warehouse. It involves the 
physical warehouse infrastructure, tracking systems, and communication between product stations. 

Warehouse management deals with receipt, storage and movement of goods, normally finished goods, 
to intermediate storage locations or to final customer. In the multi-echelon model for distribution, 
there are levels of warehouses, starting with the Central Warehouse(s), regional warehouses services 
by the central warehouses and retail warehouses at the third level services by the regional 
warehouses and so on. The objective of warehousing management is to help in optimal cost of timely 
order fulfillment by managing the resources economically. Warehouse management = "Management of 
storage of products and services rendered on the products within the four walls of a warehouse" 

 

CHANNELS OF DISTRIBUTION  

Product distribution (or place) is one of the four elements of the marketing mix. An organization or 
set of organizations (go-betweens) involved in the process of making a product or service available for 
use or consumption by a consumer or business user. 

The other three parts of the marketing mix are product, pricing, and promotion. 

The distribution channel 

Distribution is also a very important component of Logistics & Supply chain management. Distribution 
in supply chain management refers to the distribution of a good from one business to another. It can 
be factory to supplier, supplier to retailer, or retailer to end customer. It is defined as a chain of 
intermediaries, each passing the product down the chain to the next organization, before it finally 
reaches the consumer or end-user. This process is known as the 'distribution chain' or the 'channel.' 
Each of the elements in these chains will have their own specific needs, which the producer must take 
into account, along with those of the all-important end-user. 

Channels 

A number of alternate 'channels' of distribution may be available: 

 Distributor, who sells to retailers, 

 Retailer (also called dealer or reseller), who sells to end customers 

 Advertisement typically used for consumption goods 

Distribution channels may not be restricted to physical products alice from producer to consumer in 
certain sectors, since both direct and indirect channels may be used. Hotels, for example, may sell 
their services (typically rooms) directly or through travel agents, tour operators, airlines, tourist 
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boards, centralized reservation systems, etc. process of transfer the products or services from 
Producer to Customer or end user. 

There have also been some innovations in the distribution of services. For example, there has been an 
increase in franchising and in rental services - the latter offering anything from televisions through 
tools. There has also been some evidence of service integration, with services linking together, 
particularly in the travel and tourism sectors. For example, links now exist between airlines, hotels 
and car rental services. In addition, there has been a significant increase in retail outlets for the 
service sector. Outlets such as estate agencies and building society offices are crowding out 
traditional grocers from major shopping areas. 

Channel decisions 

Channel Sales is nothing but a chain for to market a product through different sources. 

 Channel strategy 

 Gravity & Gravity 

 Push and Pull strategy 

 Product (or service) 

 Cost 

 Consumer location 

Managerial concerns 

The channel decision is very important. In theory at least, there is a form of trade-off: the cost of 
using intermediaries to achieve wider distribution is supposedly lower. Indeed, most consumer goods 
manufacturers could never justify the cost of selling direct to their consumers, except by mail order. 
Many suppliers seem to assume that once their product has been sold into the channel, into the 
beginning of the distribution chain, their job is finished. Yet that distribution chain is merely assuming 
a part of the supplier's responsibility; and, if they have any aspirations to be market-oriented, their 
job should really be extended to managing all the processes involved in that chain, until the product 
or service arrives with the end-user. This may involve a number of decisions on the part of the 
supplier: 

 Channel membership 

 Channel motivation 

 Monitoring and managing channels 

Type of marketing channel 

1. Intensive distribution - Where the majority of resellers stock the 'product' (with convenience 
products, for example, and particularly the brand leaders in consumer goods markets) price 
competition may be evident. 

2. Selective distribution - This is the normal pattern (in both consumer and industrial markets) 
where 'suitable' resellers stock the product. 

3. Exclusive distribution - Only specially selected resellers or authorized dealers (typically only 
one per geographical area) are allowed to sell the 'product'. 

Channel motivation 

It is difficult enough to motivate direct employees to provide the necessary sales and service support. 
Motivating the owners and employees of the independent organizations in a distribution chain requires 
even greater effort. There are many devices for achieving such motivation. Perhaps the most usual is 
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`incentive': the supplier offers a better margin, to tempt the owners in the channel to push the 
product rather than its competitors; or a compensation is offered to the distributors' sales personnel, 
so that they are tempted to push the product. Julian Dent defines this incentive as a Channel Value 
Proposition or business case, with which the supplier sells the channel member on the commercial 
merits of doing business together. He describes this as selling business models not products. 

 Monitoring and managing channels 

In much the same way that the organization's own sales and distribution activities need to be 
monitored and managed, so will those of the distribution chain. 

In practice, many organizations use a mix of different channels; in particular, they may complement a 
direct sales force, calling on the larger accounts, with agents, covering the smaller customers and 
prospects. These channels show marketing strategies of an organization. Effective management of 
distribution channel requires making and implementing decision in these areas. 

IMPORTS AND EXPORTS PROCEDURES 

Kenya's economy is market-based, with a few state-owned infrastructure enterprises, and maintains a 
liberalized external trade system. The country is generally perceived as Eastern and central Africa's 
hub for Financial, Communication and Transportation services. As at May 2010, economic prospects 
are positive with 4-5% GDP growth expected, largely because of expansions in tourism, 
telecommunications, transport, construction and a recovery in agriculture. These improvements are 
supported by a large pool of English speaking professional workers. There is a high level of computer 
literacy, especially among the youth. The government, generally perceived as investment friendly, 
has enacted several regulatory reforms to simplify both foreign and local investment. An increasingly 
significant portion of Kenya's foreign inflows is from remittances by non-resident Kenyans who work in 
the US, Middle East, Europe and Asia. Compared to its neighbors, Kenya has a well developed social 
and physical infrastructure. It is considered the main alternative location to South Africa, for major 
corporations seeking entry into the African continent. 

Economic History 

After independence, Kenya promoted rapid economic growth through public investment, 
encouragement of smallholder agricultural production, and incentives for private (often foreign) 
industrial investment. Gross domestic product (GDP) grew at an annual average of 6.6% from 1963 to 
1973. Agricultural production grew by 4.7% annually during the same period, stimulated by 
redistributing estates, diffusing new crop strains, and opening new areas to cultivation. Between 1974 
and 1990, however, Kenya's economic performance declined. Kenya's inward-looking policy of import 
substitution and rising oil prices made Kenya's manufacturing sector uncompetitive. The government 
began a massive intrusion in the private sector. Lack of export incentives, tight import controls, and 
foreign exchange controls made the domestic environment for investment even less attractive. 

From 1991 to 1993, Kenya had its worst economic performance since independence. Growth in GDP 
stagnated, and agricultural production shrank at an annual rate of 3.9%. Inflation reached a record 
100% in August 1993, and the government's budget deficit was over 10% of GDP. As a result of these 
combined problems, bilateral and multilateral donors suspended program aid to Kenya in 1991. 

In 1993, the Government of Kenya began a major program of economic reform and liberalization. A 
new minister of finance and a new governor of the central bank undertook a series of economic 
measures with the assistance of the World Bank and the International Monetary Fund (IMF). As part of 
this program, the government eliminated price controls and import licensing, removed foreign 
exchange controls, privatized a range of publicly owned companies, reduced the number of civil 
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servants, and introduced conservative fiscal and monetary policies. From 1994-96, Kenya's real GDP 
growth rate averaged just over 4% a year. 

In 1997, however, the economy entered a period of slowing or stagnant growth, due in part to adverse 
weather conditions and reduced economic activity prior to general elections in December 1997. In 
July 1997, the Government of Kenya refused to meet commitments made earlier to the IMF on 
governance reforms. As a result, the IMF suspended lending for three years, and the World Bank also 
put a $90 million structural adjustment credit on hold. 

The Government of Kenya took positive steps on reform, including the 1999 establishment of the 
Kenyan Anti-Corruption Authority, and measures to improve the transparency of government 
procurements and reduce the government payroll. In July 2000, the IMF signed a $150 million Poverty 
Reduction and Growth Facility, and the World Bank followed suit shortly after with a $157 million 
Economic and Public Sector Reform credit. 

This is a chart of trend of gross domestic product of Kenya at market prices estimated by the 
International Monetary Fund with figures in millions of Kenyan Shillings. 

Year Gross Domestic Product US Dollar Exchange 

1980 74,940 7.42 Shillings 

1985 143,715 16.43 Shillings 

1990 278,502 22.86 Shillings 

1995 614,267 50.42 Shillings 

2000 967,838 78.58 Shillings 

2005 1,449,408 75.55 Shillings 

Small scale businesses are providing a more and more jobs in Kenya. With increased but simplified 
regulations, they are able to blossom into large, legitimate businesses that can eventually create 
more jobs and government revenue.  

Gross Domestic Product (GDP) 

In 2006 Kenya‘s GDP was about US$17.39 billion. Per capita GDP averages somewhat more than 
US$450 annually. Adjusted in purchasing power parity (PPP) terms, per capita GDP in 2006 was about 
US$1,200. The country‘s real GDP growth picked up to 2.3 percent in early 2004 and to nearly 6 
percent in 2005 and 2006, compared with a sluggish 1.4 percent in 2003 and throughout President 
Daniel arap Moi‘s last term (1997–2002). Real GDP is expected to continue to improve, largely because 
of expansions in tourism, telecommunications, transport, and construction and a recovery in 
agriculture. The Kenya Central Bank forecast for 2007 is between 5 and 6 percent GDP growth. GDP 
composition by sector, according to 2004 estimates, was as follows: agriculture, 25.7 percent; 
manufacturing, 14.0 percent; trade, restaurants, and hotels, 13.8 percent; transport and 
communications, 6.9 percent; government services, 15.6 percent; and other, 24.0 percent.  

 
Kenya's 2010 Economic Performance and Outlook for 2011: In 2010, Kenya has seen the return of 
higher growth projected at 4.9 percent, and may now be at a tipping point for robust growth. Five 
factors are creating a positive momentum: the new constitution, EAC integration, ICT innovations, 
strong macroeconomic management, and recent investments in infrastructure. Services, the driver of 
previous years' growth, have moderated while agriculture and industry are rebounding after two weak 
years. ICT has been the main driver of Kenya's economic growth over the last decade, growing on 
average by 20 percent annually, and propelling the combined transport and communications sector 
into the economy's second largest (after agriculture). Since 2000, Kenya's economy grew at an average 
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of 3.7 percent. Without ICT, growth in 2010 would have been a lackluster 2.8 percent--similar to the 
population growth rate--and income per capita would have stagnated. Over the last three decades 
Kenya has experienced only two short episodes when economic growth exceeded five percent and was 
sustained for at least three consecutive years: 1986-88 and 2004-2007. Economic growth in 2011-12 
could range between 5.3 and 6.0 percent if no shocks occur. Public sector investments in 
infrastructure will help to stimulate this growth. However, the timely implementation of the 
constitutional reforms would also be necessary to help boost business confidence.  

Industries 

Agriculture 

The agricultural sector continues to dominate Kenya‘s economy, although only 15 percent of Kenya‘s 
total land area has sufficient fertility and rainfall to be farmed, and only 7 or 8 percent can be 
classified as first-class land. In 2006 almost 75 percent of working Kenyans made their living on the 
land, compared with 80 percent in 1980.  About one-half of total agricultural output is non-marketed 
subsistence production. Agriculture is the second largest contributor to Kenya‘s gross domestic 
product (GDP), after the service sector. In 2005 agriculture, including forestry and fishing, accounted 
for about 24 percent of GDP, as well as for 18 percent of wage employment and 50 percent of revenue 
from exports. The principal cash crops are tea, horticultural produce, and coffee; horticultural 
produce and tea are the main growth sectors and the two most valuable of all of Kenya‘s exports. In 
2005 horticulture accounted for 23 percent and tea for 22 percent of total export earnings. Coffee has 
declined in importance with depressed world prices, accounting for just 5 percent of export receipts 
in 2005. The production of major food staples such as corn is subject to sharp weather-related 
fluctuations. Production downturns periodically necessitate food aid—for example, in 2004 aid for 1.8 

million people⎯because of one of Kenya‘s intermittent droughts.  

Tea, coffee, sisal, pyrethrum, corn, and wheat are grown in the fertile highlands, one of the most 
successful agricultural production regions in Africa. Livestock predominates in the semi-arid savanna 
to the north and east. Coconuts, pineapples, cashew nuts, cotton, sugarcane, sisal, and corn are 
grown in the lower-lying areas.  

Kenya's Agriculture Performance in 2010: The agriculture sector has been rebounding in 2010 and is 
expected to grow by 5 percent. This is an important development after two consecutive years of 
decline, when the sector contracted by a combined 6.7 percent. Favourable weather conditions and 
specific policy interventions under the government's economic stimulus program helped turn the 
sector around. The performance of Kenya's main agriculture exports in 2010 was strongest for tea 
which recovered rapidly from 2009 weather conditions. A combination of volume and price increases 
will see the sector perform even better than in 2008, which had previously been the best year for the 
sector. Although coffee is benefitting from an increase in global prices, output contracted as coffee 
production was slow to recover from the prolonged drought in early 2009. Horticulture exports 
contracted for the third consecutive year. The sector continued to be affected by a muted recovery in 
Europe, especially the fruits and vegetables. In addition, the volcanic ash crisis in April 2010 disrupted 
access to the key source markers in Europe.  

Forestry and fishing 

Resource degradation has reduced output from forestry. In 2004 roundwood removals came to 
22,162,000 cubic meters. Fisheries are of local importance around Lake Victoria and have potential on 
Lake Turkana. Kenya‘s total catch reported in 2004 was 128,000 metric tons. However, output from 
fishing has been declining because of ecological disruption. Pollution, overfishing, and the use of 
unauthorized fishing equipment have led to falling catches and have endangered local fish species.  

Mining and minerals 
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Kenya has no significant mineral endowment. The mining and quarrying sector makes a negligible 
contribution to the economy, accounting for less than 1 percent of gross domestic product, the 
majority contributed by the soda ash operation at Lake Magadi in south-central Kenya. Thanks largely 
to rising soda ash output, Kenya‘s mineral production in 2005 reached more than 1 million tons. One 
of Kenya‘s largest foreign-investment projects in recent years is the planned expansion of Magadi 
Soda. Apart from soda ash, the chief minerals produced are limestone, gold, salt, and fluorspar.[3] 

 

Industry and manufacturing 

Although Kenya is the most industrially developed country in East Africa, manufacturing still accounts 
for only 14 percent of gross domestic product (GDP). This level of manufacturing GDP represents only 
a slight increase since independence. Expansion of the sector after independence, initially rapid, has 
stagnated since the 1980s, hampered by shortages in hydroelectric power, high energy costs, 
dilapidated transport infrastructure, and the dumping of cheap imports. Industrial activity, 
concentrated around the three largest urban centers, Nairobi, Mombasa, and Kisumu, is dominated by 
food-processing industries such as grain milling, beer production, and sugarcane crushing, and the 
fabrication of consumer goods, e.g., vehicles from kits. Kenya also has an oil refinery that processes 
imported crude petroleum into petroleum products, mainly for the domestic market. In addition, a 
substantial and expanding informal sector engages in small-scale manufacturing of household goods, 
motor-vehicle parts, and farm implements. About half of the investment in the industrial sector is 
foreign, with the United Kingdom providing half. The United States is the second largest investor.  

 

 

 

Energy 

The largest share of Kenya‘s electricity supply comes from hydroelectric stations at dams along the 
upper Tana River, as well as the Turkwel Gorge Dam in the west. A petroleum-fired plant on the 
coast, geothermal facilities at Olkaria (near Nairobi), and electricity imported from Uganda make up 
the rest of the supply. Kenya‘s installed capacity stood at 1,142 megawatts a year between 2001 and 
2003. The state-owned Kenya Electricity Generating Company (KenGen), established in 1997 under the 
name of Kenya Power Company, handles the generation of electricity, while the Kenya Power and 
Lighting Company (KPLC), which is slated for privatization, handles transmission and distribution. 
Shortfalls of electricity occur periodically, when drought reduces water flow. In 1997 and 2000, for 
example, drought prompted severe power rationing, with economically damaging 12-hour blackouts. 
Frequent outages, as well as high cost, remain serious obstacles to economic activity. Tax and other 
concessions are planned to encourage investment in hydroelectricity and in geothermal energy, in 
which Kenya is a pioneer. The government plans to open two new power stations in 2008, Sondu Miriu 
(hydroelectric) and Olkaria IV (geothermal), but power demand growth is strong, and demand is still 
expected to outpace supply during periods of drought.  

Kenya has yet to find hydrocarbon reserves on its territory, despite several decades of intermittent 
exploration. Although Australia continues the search off Kenya‘s shore, Kenya currently imports all 
crude petroleum requirements. Petroleum accounts for 20 to 25 percent of the national import bill. 
Kenya Petroleum Refineries—a 50:50 joint venture between the government and several oil majors—
operates the country‘s sole oil refinery in Mombasa, which currently meets 60 percent of local 
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demand for petroleum products. In 2004 oil consumption was estimated at 55,000 barrels (8,700 m3) a 
day. Most of the Mombasa refinery‘s production is transported via Kenya‘s Mombasa–Nairobi pipeline.  

Tourism 

Kenya‘s services sector, which contributes about 63 percent of GDP, is dominated by tourism. The 
tourism sector has exhibited steady growth in most years since independence and by the late 1980s 
had become the country‘s principal source of foreign exchange. In the late 1990s, tourism 
relinquished this position to tea exports, because of a terrorism-related downturn. The downturn 
followed the 1998 bombing of the U.S Embassy in Nairobi and later negative travel advisories from 
Western governments. Tourists, the largest number from Germany and the United Kingdom, are 
attracted mainly to the coastal beaches and the game reserves, notably, the expansive Tsavo National 
Park (20,808 square kilometers) in the southeast. The government and tourist industry organizations 
have taken steps to address the security problem and to reverse negative publicity. Such steps include 
establishing a tourist police and launching marketing campaigns in key tourist origin markets. Tourism 
has seen a substantial revival over the past several years and is the major contributor to the pick-up 
in the country‘s economic growth.  

Tourism is now Kenya's largest foreign exchange earning sector, followed by flowers, tea, and coffee. 
In 2006 tourism generated US$803 million, up from US$699 million the previous year.  

Financial Services 

Kenya is East and Central Africa's hub for Financial services. The Nairobi Stock Exchange (NSE) is 
ranked 4th in Africa in terms of Market capitalization. 

The Kenya banking system is supervised by the Central Bank of Kenya (CBK). As of late July 2004, the 
system consisted of 43 commercial banks (down from 48 in 2001), several non-bank financial 
institutions, including mortgage companies, four savings and loan associations, and several score 
foreign-exchange bureaus. Two of the four largest banks, the Kenya Commercial Bank (KCB) and the 
National Bank of Kenya (NBK), are partially government-owned, and the other two are majority 
foreign-owned (Barclays Bank and Standard Chartered). Most of the many smaller banks are family-
owned and -operated.  

Labor 

In 2006 Kenya‘s labor force was estimated to include about 12 million workers, almost 75 percent in 
agriculture. The number employed outside small-scale agriculture and pastoralism was about 6 
million. In 2004 about 15 percent of the labor force was officially classified as unemployed. Other 
estimates place Kenya‘s unemployment much higher, even up to 40 percent.  

Government budget 

In 2006 Kenya‘s revenues totaled US$4.448 billion, while its estimated expenditures totaled US$5.377 

billion. Government budget balance as a percentage of gross domestic product⎯a low –5.5 percent in 
2004⎯had improved to –2.1 percent in 2006.  

Foreign economic relations 

Since independence, Kenya, a nonaligned country, has seen both substantial foreign investment and 
significant amounts of development aid, some from Russia, some from China and others from the 
West. Between 60 and 70 percent of industry is still owned from abroad. Kenya's development 
assistance has come from increasingly diverse sources in recent years with China taking a increasingly 

www.kenyanexams.com

http://en.wikipedia.org/wiki/Tourism
http://en.wikipedia.org/wiki/Terrorism
http://en.wikipedia.org/wiki/1998_United_States_embassy_bombings
http://en.wikipedia.org/wiki/Beaches
http://en.wikipedia.org/wiki/Game_reserve
http://en.wikipedia.org/wiki/Tsavo_National_Park
http://en.wikipedia.org/wiki/Tsavo_National_Park
http://en.wikipedia.org/wiki/National_Bank_of_Kenya
http://en.wikipedia.org/wiki/Russia
http://en.wikipedia.org/wiki/China
http://kenyanexams.com


 

 

higher prominent role than the west. The share of funding provided by the United Kingdom has fallen 
significantly, while that of multilateral agencies, particularly the World Bank and the European 
Development Fund, has increased. The most active investors currently are the Chinese. 

Kenya is active within regional trade blocs such as the Common Market for Eastern and Southern 
Africa (COMESA) and the East African Community (EAC), a partnership of Kenya, Uganda, and 
Tanzania. The aim of the EAC is to create a common market of the three states modeled on the 
European Union. Among the early steps toward integration is the customs union which has eliminated 
duties on goods and non-tariff trade barriers among the members. 

Kenya‘s chief exports are horticultural products and tea. In 2005 the combined value of these 
commodities was US$1,150 million, about 10 times the value of Kenya‘s third most valuable export, 
coffee. Kenya‘s other significant exports are petroleum products, sold to near neighbors, fish, 
cement, pyrethrum, and sisal. The leading imports are crude petroleum, chemicals, manufactured 
goods, machinery, and transportation equipment. Africa is Kenya's largest export market, followed by 
the European Union. The major destinations for exports are the United Kingdom (UK), Tanzania, 
Uganda, and the Netherlands. Major suppliers are the UK, United Arab Emirates, Japan, and India. 
Kenya‘s main exports to the United States are garments traded under the terms of the African Growth 
and Opportunity Act (AGOA). Despite AGOA, Kenya‘s apparel industry is struggling to hold its ground 
against Asian competition and runs a trade deficit with the United States.  

Kenya typically has a substantial trade deficit. The trade balance fluctuates widely because Kenya‘s 
main exports are primary commodities subject to the effects of both world prices and weather. In 
2005 Kenya‘s income from exports was about US$3.2 billion. The payment for imports was about 
US$5.7 billion, yielding a trade deficit of about US$2.5 billion.  

In 2006 Kenya had a current account deficit of US$1.5 billion. This figure was a significant increase 
over 2005, when the current account had a deficit of US$495 million. In 2006 the current account 
balance as a percentage of gross domestic product was –4.2.[  

In 2006 Kenya‘s external debt totaled US$6.7 billion. The debt is forecast to be a manageable 30 
percent of gross domestic product in 2007.  

Kenyan policies on foreign investment generally have been favorable since independence, with 
occasional tightening of restrictions to promote the Africanization of enterprises. Foreign investors 
have been guaranteed ownership and the right to remit dividends, royalties, and capital. In the 1970s, 
the government disallowed foreign investment unless there was also some government participation in 
the ownership of an enterprise. Notwithstanding some restrictions, between 60 and 70 percent of 
industry is still owned from abroad, a significant portion of which can be traced to fraudulent asset 
transfers by the colonial Britain during transition to independence. This denied Kenyans the 
opportunity to progress economically - relegating most of them to poverty and creating conditions 
that would lead to dependency on foreign aid.  

Criticism and Challenges 

The economy‘s heavy dependence on rain-fed agriculture and the tourism sector leaves it vulnerable 
to cycles of boom and bust. The agricultural sector employs nearly 75 percent of the country‘s 38 
million people. Half of the sector‘s output remains subsistence production.  

Kenya‘s economic performance has been hampered by numerous interacting factors: heavy 
dependence on a few agricultural exports that are vulnerable to world price fluctuations, population 
growth that has outstripped economic growth, prolonged drought that has necessitated power 
rationing, deteriorating infrastructure, and extreme disparities of wealth that have limited the 
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opportunities of most to develop their skills and knowledge. Poor governance and corruption also have 
had a negative impact on growth, making it expensive to do business in Kenya. According to 
Transparency International, Kenya ranks among the world‘s half-dozen most corrupt countries. Bribery 
and fraud cost Kenya as much as US$1 billion a year. Kenyans, 23 percent living on less than US$1 per 
day, pay some 16 bribes a month—two in every three encounters with public officials. Another large 
drag on Kenya‘s economy is the burden of human immunodeficiency virus/acquired immune deficiency 
syndrome (HIV/AIDS). Prospects significantly improved under the Kibaki government, whose policy 
aims include budgetary reforms and debt restraint. 

Kenya's economic policies have been subjected to criticism by western donors - especially when the 
policies do not ultimately benefit the West. There is debate as to the validity of, and motivations 
behind, such criticism. 

Despite early disillusionment of western donors with the government, the economy has seen a broad-
based expansion, led by strong performance in tourism and telecommunications, and acceptable post-
drought results in agriculture, especially the vital tea sector. Kenya's economy grew by more than 7% 
in 2007 and its foreign debt was greatly reduced. Western donors are now adopting a less peternalistic 
attitude towards their relations with African nations. However there is still significant improvement to 
be done. 

IMPORT AND EXPORT PROCEDURE 

  

Basic document is ‘Entry’ Entry‘ in relation to goods means entry made in Bill of Entry, 
Shipping Bill or Bill of Export. In case of import by post, label or 
declaration accompanying goods is ‗entry‘ 

Loading and unloading at 
specified places only 

Imported goods can be unloaded only at specified places. Goods 
can be exported only from specified places. 

Computerisation of customs 
procedures 

Customs procedures are largely computerised. Most of documents 
have to be e-filed.  

Amendment to documents Documents submitted to customs can be amended with permission  
In case of bill of entry, shipping bill or bill of export, it can be 
amended after clearance only on the basis of documentary 
evidence which was in existence at the time the goods were 
cleared, warehoused or exported, and not on basis of any 
subsequent document. [proviso to section 149]. 

ICD and CFS Imported and export goods are usually handled in containers. 
These can be stored in Inland Container Depot (ICD) or Container 
Freight Station (CFS). They function like dry port for handling and 
temporary storage of imported/export goods and empty 
containers. 

Boat Notes ‗Boat Notes‘ are used for transferring small cargo from ship to 
shore, or from shore to ship, without berthing the ship. 

Transshipment of goods Goods can be transshipped from one conveyance to other after 
following required procedure. Such transhipment may be to any 
major port or airport in India. The goods can be transshipped to 
any other customs station in India if Customs Officer is satisfied 
that the goods are bona fide  intended for transhipment to any 
customs station. The facility is available at all customs ports and 
Inland Container Depots (ICDs). 

Coastal goods Procedures have been prescribed for coastal goods, even if there is 
neither import nor export. 
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Import Procedures  

e-filing of documents Goods should arrive at customs port/airport only. Most of customs 
procedures are computerised. E-filing of documents is required. 

Import manifest or Import 
Report 

‗Person in charge of conveyance‘ is required to submit Import 
Manifest or Import Report. 

Entry Inwards Goods can be unloaded only after grant of ‗Entry Inwards‘. 

Risk Management System Self Assessment on basis of ‗Risk Management System‘ (RMS) has 
been introduced in respect of specified goods and importers. 

Bill of Entry for home 
consumption on payment of 
customs duty 

Importer has to submit Bill of Entry giving details of goods being 
imported, along with required documents. Electronic submission 
of documents is done in major ports. 

White Bill of Entry is for home consumption. Imported goods are 
cleared on payment of customs duty. 

Bill of Entry for warehousing Yellow Bill of Entry is for warehousing. It is also termed as ‗into 
bond Bill of Entry‘ as bond is executed. Duty is not paid and 
imported goods are transferred to warehouse where these are 
stored. Green Bill of Entry is for clearance from warehouse on 
payment of customs duty. It is for ex-bond clearance.  

Noting, examination and 
assessment 

Bill of Entry is noted, Goods are assessed to duty, examined and 
pre-audit is carried out.  Customs duty is paid after assessment. 

Bond Bond is executed if required if assessment is provisional (PD bond) 
or concessional rate of customs duty is subject to certain post 
import conditions. 

Out of customs charge order Goods can be cleared outside port after ‗Out of Customs Charge‘ 
order is issued by customs officer. After that, port dues, 
demurrage and other charges are paid and goods are cleared. 

Demurrage if clearance from 
port delayed 

Demurrage is payable if goods are not cleared from port/airport 
within three days. Goods can be disposed of if not cleared from 
port within 30 days. 

 

 Export Procedures 

Entry Outward Loading in conveyance can start after ‗Entry Outward‘ is given by 
customs officer. 

Export manifest/Export 
report 

Person in charge of conveyance is required to submit ‗Export 
Manifest‘ or ‗Export Report‘.  

Registration with DGFT and 
EPC 

Exporter has to be obtain IEC number from DGFT is advance.  He 
should be registered with Export Promotion Council if he intends to 
claim export benefits. 

Third party exports Export can be by manufacturer himself or third party (i.e. by 
exporter on behalf of another).  Merchant exporter means a person 
engaged in trading activity and exporting or intending to export 
goods [para 9.40 of FTP] 

Registration of documents 
under Export Promotion 

Advance authorisation, DEPB etc. should be registered if exports 
are under Export Promotion Scheme. 
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Scheme 

Shipping Mill Export is required to submit Shipping Bill with required documents 
for obtaining permission to export. There are five forms : (a) 
Shipping Bill for export of goods under claim for duty drawback - 
these should be in Green colour (b) Shipping Bill for export of 
dutiable goods - this should be yellow colour (c) Shipping bill for 
export of duty free goods - it should be white colour (d) shipping 
bill for export of duty free goods ex-bond - i.e. from bonded store 
room - it should be pink colour (e) Shipping Bill for export under 
DEPB scheme - Blue colour. 

FEMA formalities GR/SDF/Softex form (under FEMA) is required to be submitted. 

Noting, assessment, 
examination  

The shipping bill is noted, goods are assessed and examined. 
Export duty is paid, if applicable. 

Certification of documents 
for export incentives 

If export is under export incentives, relevant documents are 
checked and certified. Then proof of export is obtained on ARE-1. 

Let export order Conveyance can leave only after ‗Let Export‘ order is issued.  
 

 

REVISION QUESTION 

1. Explain the meaning of logistics and distribution 
2. Discuss the components of logistics 
3. Discuss the procurement procedure 
4. Discuss the ways of managing stores and warehouses 
5. Discuss channels of distribution 
6. Discuss the procedure of imports and exports 

 

 

 

 

 

 

CHAPTER EIGHT 

OFFICE ADMINISTRATION  

Specific Objectives 

By the end of end this topic, the trainee should be able; 

a) Explaining the meaning of office 

b) Describe the function of office 

c) Discuss types of office layout 

d) Discuss the role of office staff 

e) Discuss ways of controlling office facilities 

 

INTRODUCTION 
 
Nature and Functions of Office 
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Every modern organization is required to have an office. Whether it is a Government department, 
business firm, school, hospital, or a voluntary organization, the existence of an office is a must to 
enable necessary clerical and administrative tasks to be performed properly. An office is required for 
collection, arrangement, retention and dissemination (communication) of right information at the 
right time and to the right person. Its activities such as mail handling, filing, indexing, copying, 
telephone handling etc. must be controlled and supervised properly. An office manager controls all 
the frequently performed duties in an office. The office manager performs the managerial functions, 
namely planning, organizing, staffing, directing, and controlling. 
In this lesson you will learn about the meaning of ‗Office‘, functions of a modern office and the need 
for and importance of office. 
 
Office — Meaning and Objectives 
If you visit a firm, school or hospital you will find that a number of activities are being performed, 
such as letters received, dispatched, typing, photocopying, word processing, filing, handling of office 
machines etc. The place where all such activities are performed is known as office. 
 
Thus office is a service department of an organization, which is connected with the handling of 
records and provision of various services like typing, duplicating, mailing, filing, handling office 
machines, keeping records, drafting, using information, handling money and other miscellaneous 
activities. 
Definition of office 
Some of the popular definitions of office are as follows: 
‗‗Office is a place where clerical operations are carried on‘‘.—Denier, J.C. 
‗‗Office is a unit where relevant records for the purpose of control, planning and efficient 
management of the organization are prepared, handled and preserved. It provides facilities for 
internal and external communication and coordinates activities of different departments of the 
organization‘‘. 
 
The above definitions highlight the following characteristics— 
• collecting information 
• processing information 
• storing information 
• coordinating information 
• distributing information 
 
Therefore, an office may be defined as a place where all the activities concerned with collecting, 
processing, storing and distributing information for efficient and effective management of an 
organization are carried out. In every modern organization, be it a business concern or a Government 
department, there has to be an office. It is essential for the efficient management of the 
organization. 
 
 
Objectives of an office 
The main objectives of an office are as follows: 
(1) Aid to Management: 
The office provides aid to management in performing the following functions: 
 
(a) Direction: Direction and guidance of management to various sections and departments are issued 
through the office. 
 
(b) Communication: The office serves as a communication channel between different parts of the 
organization. It handles mail. 
 
(c) Planning: The office helps management in planning for smooth functioning and progress of the 
organization by providing necessary information and data. 
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(d) Coordination: The office also facilitates co-ordination by maintaining links among departments. 
 
(2) Preserving Records 
The office maintains necessary books and records of the organization. 
 
(3) Providing Information 
It provides the right kind of information to management at the right time. 
 
 
(4) Providing Office Services 
It provides clerical and secretarial services to different executives. 
 
(5) Distribution of work 
The office distributes the work among various employees and identifies their duties and functions. 
 
(6) Selection and Appointment 
It also handles selection and appointment of employees. 
In short, the office is an important and indispensable part of every organization. 
 
 Functions of a Modern Office 
An office is primarily concerned with collection and supply of information. Accurate and up to date 
information relating to organization and other agencies affecting the organization is always required 
for taking decisions and formulating policies. Besides, office has assumed many other responsibilities, 
such as safeguarding assets, personnel management, and procurement of assets etc., which are 
incidental to the primary function. Therefore, the functions of a modern office may be classified into 
two categories: 
(a) Basic functions, and 
(b) Administrative functions. 
 
(a) Basic functions 
Basic functions are those functions of an office which need to be performed in all types of 
organizations. They are mainly related to receiving and giving of information. These basic functions 
are as follows: 
 
1. Collecting information 
The office receives or collects information about various activities of the organization. The 
information may be collected from internal or external sources. Internal sources may be employees 
and various departments of the organization. The external sources are customers, suppliers and 
Government Departments etc. From internal sources information may be received in the form of 
letters, circulars, reports etc., and external sources provide information through letters, orders, 
invoices, inquiries, reports, questionnaires etc. The executives of the organization may also collect 
information while visiting other organizations. 
 
2. Recording information 
The office keeps record of information collected from various sources to make it readily available to 
the management. The information is kept in the form of correspondence, reports, statements, 
circulars, lists, charts, registers, books, etc. An office has also to maintain records as prescribed 
under law. The registered office of a company is required to maintain Register of Members under the 
Companies Act, 1956. 
 
3. Arranging, analyzing and processing the information 
The information collected in an office is generally not in the form in which it may be used by the 
management. Therefore, facts and figures collected have to be 
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arranged, processed, organized and analyzed to make them useful to the management. In these 
connection financial statements, statistical statements, charts, lists, reports, summaries are 
prepared. 
 
4. Preserving Information 
The information is properly sorted out and preserved in the most economic and scientific manner. 
Various types of equipments, filing cabinets, etc. are used for preserving records. Unnecessary and 
out-dated records are destroyed to make space for new and valuable records. 
 
5. Supplying information 
All accumulated and processed information is useless unless it is communicated. The office serves as a 
two way channel for communication. On the one hand, it supplies the collected, recorded and 
processed information to the management and on the other hand, the policy decisions, guidelines and 
instructions issued by the management to the departments are also routed through the office. The 
information may be supplied verbally or in writing. Internal Agencies : Employees, Departments, 
Management etc. External Agencies: Customers, Suppliers, Govt. Deptt. etc. 
1. Receiving Information 5. Giving information 
2. Recording Information 
3. Analyzing and Arranging Information 
4. Preserving Information 
 
 
 (b) Administrative Functions 
Administrative functions are in addition to the basic functions. But the office cannot hope to work 
smoothly without them. These relate to the tasks of protecting and safeguarding assets, maintaining 
and enhancing the operating efficiency, stationery control, choice and use of the office equipments 
and selection, training, placement, and remuneration of the personnel etc. The following functions 
are normally considered as administrative functions of an office:- 
 
1. Management functions 
Various functions of management are also applicable to the management of a office functions. Office 
work has to be planned, organized and executed according to the plan. Control is exercised to ensure 
efficiency of operations in the office. Staffing, directing, communicating, co-ordination, motivating 
are also important for the management of offices. 
 
2. Instituting office systems and routines 
An office has to develop systems and procedures for providing better services to other departments. 
Each phase of office work is carefully analyzed and a proper procedure is developed for it. Proper 
sequencing of different tasks is necessary to ensure continuous flow of work. 
 
 
3. Procuring stationery and supplies 
Adequate supply of office stationery of proper quality is necessary for the efficient performance of 
office work. The office purchases standard quality paper, pens, ink and other stationery items, 
maintains the stock and issues them only on demand. 
 
4. Designing and control of office forms 
Use of standardized forms simplifies office operations. It is the responsibility of the office to design, 
standardize, provide and control the forms to be used in the office as well as in other departments of 
the enterprise. 
 
5. Purchasing office equipments and furniture 
Efficient and economical performance of office work requires proper furniture, equipment and 
machines. Office has to arrange for selection and purchase of these items from reliable suppliers. It 
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has also to ensure timely availability of furniture etc., to departments and employees to facilitate 
proper utilization, as well as arrange for maintenance, servicing and replacement according to need. 
 
6. Safeguarding of Assets 
Different types of assets are maintained in an organization. The assets must be protected against 
damages and losses on account of fire, theft etc. An efficient control system is exercised by office to 
safeguard the assets. 
 
7. Personnel Management 
The efficiency of office work depends very much on the employees. Their appointment, training, 
promotion, appraisal and welfare are the functions of the office. 
 
8. Maintaining Public Relations 
An organization depends on public reputation and goodwill for its existence and progress. Maintaining 
public relations is also the responsibility of the office. Most organizations have reception counters to 
greet and receive visitors to the organization. The above are some of the more important functions of 
office. The nature of functions differs from organization to organization as per needs. 
 

Types of Office Layouts 

It is a diagram drawn on a piece of paper showing the organization structure of firm. The purpose of 

drawing it is to show all concerned what is the organization structure the company has been divided 

into departments and into sections plus the responsibilities assigned to each office. 

 

 

 

Forms of organization charts 

It refers to how organization charts can be put or presented on the piece of paper by direction. An 
organization chart may be drawn horizontally or vertical 
 

Vertical charts 

It gives the line of command in a vertical from as shown below: 

Board of Directors 

 

Managing Director 

 

 

General Manager 

 

 

 

 

Company        Chief      Sales    Publishing   Production 

Secretary         Accountant         Manager         Manager  Manager 

 Horizontal Chart 

www.kenyanexams.com

http://kenyanexams.com


 

 

This chart gives the line of command in horizontal form as shown below: 

 

    Production manager      Engineer       Clerk           Maintaining 

 

 

   Purchasing manager      Assistant Purchasing Manager 

Board of Directors 

 

 

                                     Sales manager Homes sales      foreign sales 

                                     Chief A/C       Deputy Chief A/C Accountant        A/c Clerk    

                           Company Secretary       Ass. Secretary           Registrar     Staff  

 

Advantages of organization charts 

a) They portray the type of organization and define the sphere of authority for the supervision 

staff. 

b) They show the various depts., departmental sections and their relationship to one another. 

c) They are useful when explaining  to the new members of staff the type of organization they 

are to work in and their  part in it .( induction) 

d) They show the chain of command and delegation of authority. 

e) They portray the span of control. 

f) They facilitate job grading and fixing of salaries scales. 

Disadvantages 

a) They may give an impression that the organization structure is not flexible if they are poorly 

drawn. People using them may draw misleading conclusion. 

b) They may be difficult and time consuming to prepare. 

c) They may not show how much responsibility and authority has been allocated to each official. 

d) It may lead to misunderstanding regarding the status of certain officers e.g. junior officers at 

the bottom may be considered to be inferior. 

 

THE DEVELOPMENT OF AN ORGANISATION STRUCTURE CORPORATE OBJECIVES  

It is a frame work showing   business operation. 

Corporate objectives 

 

Functions 

 

D   E      P     A     R      T     M       E        N     T         S 
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Activities 

Sec 

 Line organization: Personnel and responsibilities 

 

RELATIONSHIP 

1. Line Relationship 

Office   Manager 

 

 

Mail room       Telecoms   Print room  Secretariat 

Supervisor        supervisor                  supervisor                    supervisor 

 

 

 

 

Incoming      Dispatch     Chief  

   Mail              Clerk           Messenger 

Clerk     

 
 
 
 
ROLE OF OFFICE STAFF 
The duties of this general office are 

1. To provide general services for the specialized dept, it thus. 

a) Receives and distribute mails to all other departments. 

b) Collect from un posted  mails to all other departments 

c) Control the filing & indexing system for other departments. 

d) Types all the correspondence for all the departments. 

e) Undertakes reprographic work for all departments this handles the telephone and messenger 

services. 

2. It acts as a resource  centre providing  things as  

a) Handout 

b) Publicity material 

c) Display facilities 

d) Running and controlling the library as a resource centre. 

3. It acts as a reserve for other department in times of pressure e.g.  if one of the departmental 

typist  is sick, the typing  pool  can allocate  one of his  typist to that  department 
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GENERAL ADMIN. OFFICE STAFF 

The centralized services are performed by various members of staff. These office workers are graded 

differently on basis of their qualification, experience and nature of work. They include  

a) The office  messenger 

b)  Receptionist 

c) Clerical staff. 

d) Copy  typist 

e) Stenographers or shorthand typist 

f) Personal secretary 

g) The supervisor or section head 

 

OFFICE MESSENGER 

Should be treated with some respect that is given to other members of the organization, 

he should; 

a) Be a person  of general   education 

b) Have knowledge of organization and the town where the organization operates. 

c) Should wear organization uniform for identification with a badge bearing the name of the 

organization and his name. 

d) Be able to perform some simple general routine. 

e) Have courteous and sense of understanding. 

 

Duties of office messenger 

a) Collecting and posting mails 

b) Mails distribution within the offices or depts. 

c) Taking of the parcels to the carrier for dispatch. 

d) Messengerial duties e.g.  Collecting files from the registries 

e) Taking work for duplication or undertaking duplication himself. 

f) Helping the receptionist to escort the visitors to offices within the building or to another 

building. 

g) Training  in the  office  routine to include sorting, recording, filing, petty  cash record, 

telephone so as to  acquire  a good  all around  general clerical experience for his failure 

progress. 

h) Making and serving tea. 

i) Relieving the telephone or reprographic cleric at times of sickness in an emergency. 

 

Receptionist 

Reception office 
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It is that part of an office where all visitors to an organization are required to report and inform the 

receptionist about the purpose of their visit. 

The receptionist receives the visitors and guides them to see the concerned staff member. 

Importance of Reception office 

a) It helps to create  a good reputation of a firm (image) 

b) It helps to attract more customers. 

c) It serves the time of visitors by guiding them see the concerned people in the organization. 

d) All the visitors and staff members pass through the reception office and this procedure helps 

to enforce proper security measures. 

e) Help minimize the expenditure of the firm e.g. by controlling the calls made i.e. the reverse 

calls. 

 

Location of a reception office 

It must be located near the main entrance of the office building or at the entrance to the   suite of 

the office. 

The person who is employed to receive and guide the visitors is called Receptionist. In some offices, 

the notice take ―enquiries ―or   reception helps the visitor to find the reception office. 

Layout of the reception office 

The layout of the reception office helps to create a good image   of any organization to its visitors. It 

must be impressive and well planned. Some organizations keep very expensive furniture in the 

reception office. The office is important aspect which must be taken into consideration for an 

impressive layout. 

 

Factors to consider when laying out a reception on office 

a) It should be next to the main office entrance. 

b) Organizational type i.e decentralized or centralized organization. 

c) Capital (cost) 

d) The size of the organization 

e) The duties to be performed at the reception 

f) The occupants of the reception office. 

Facilities in the reception office 

 Telephone 

 Air conditioner 

 Cabinets (shelves) 

 Computer or typewriter 

 Lounge (sofa set) 

 Reading materials 
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 Flowers 

 

There is a lounge in the reception office of a large organization where visitors sit waiting to be 

attended by the reception office. 

 

Telephone 

The visitors can get in touch with the organization or staff members if necessary by telephone. 

 

Reading materials 

In busy offices, some reading materials are provided to the visitors‘ i.e journals, magazines, or 

newspaper while waiting to be attended to. 

Flowers  

Flowers are used to decorate reception office to give a pleasant   view to the visitors. 

 

FUNCTION OF A RECEPTIONIST 

a) To receive the visitor s and guide those to see respective staff members. 

b) To receive messengers and to pass them to the respective people. 

c) To control the switch board and to handle the telephone system. 

d) To receive the packages for onwards transmission to respective departments. 

e) To make the appointments on behalf of visitors with senior members of staff. 

f) To type letters and other documents 

g) To receive orders from   customers if   required. 

h) To supervise the messengers and instruct them to deliver messages and mail. 

i) To perform the duties of a petty cashier if required. 

j) To keep simple records e.g cars going to work out. 

k) To maintain the register of callers to the organization or visitors. 

 

Qualities of a receptionist 

Traits (character) 

 A receptionist must have some specific qualities in order to perform his/her duties more efficient and 

successfully. The good reputation of an organization can be created by devoted as efficient 

receptionist 

 

Qualities of a receptionist 

a) Attractive personality e.g the way a person is dressed. A receptionist must have attractive 

personality, a smart appearance of the receptionist helps to create a good image of the 

organization. 
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b) Impressive speaking style: e.g proper pronunciation and be fluent   in the languages used. This 

will help to convince the callers or the visitors. 

c) Friendly attitude e.g they should be ready to assist, willing to help and ready to listen to the 

visitors. He should be willingness to help the visitor and his behavior must be friendly. 

d) Sound Knowledge: A receptionist must have sound knowledge in respect of the various 

activities of the organization. 

e) Time consciousness: A receptionist must give due consideration to the visitors‘ time, the 

visitors to an organization expect to be attended to without unnecessary delays. If  the 

receptionist is too busy , then  a statement  such as  ― I will be with   

           you in a few minutes‖ is needed. This will give the impression to those visitors                 that 

they are going to be attended. 

f) Polite & diplomatic: A receptionist must be polite and diplomatic while attending to visitors. 

Even to visitors whose attitudes are aggressive and unreasonable. 

g) Honest and sincere: A receptionist must take interest in the problems of the visitors and try to 

solve the problems honestly and sincerely. 

The reception procedure 

The reception procedures must be laid down by the organization and it must be followed strictly by 

the receptionist. 

The following rules   are normally included in the procedure 

a) To welcome the visitors warmly and with a smile 

b) To find out what the visitor want s and then try to solve the problem as soon as possible. 

c) To avoid doing unnecessary things while the visitor is waiting for attention of the receptionist. 

d) It the receptionist is busy at the switch board, the visitor must be received with a similar in 

the nearest time possible. 

e) To offer a sit to the visitor if he/she is required to wait for some times. 

f) To escort the visitor personally or call a messenger to escort him while going   in to see the 

concerned person. 

g) To ensure  that the  visitors was well attended to by  the concerned person 

Office Facilities 

Office furniture consists of tables, chairs, stools, cupboard, and lockers e.t.c 

Furniture is important for the efficiency of the office employees and welfare of the staff. 

 

Types of furniture 

They are as follows; 

a) Executive furniture 

These are furniture purchased according to the taste of high officials e.g. managers and office above. 

b) Special purpose furniture  
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These are furniture required for special jobs e.g. typists table 

  c)  Built-in furniture 

The buildings are constructed in space saving method. The cupboards are built in the walls of the 

rooms 

         d) General furniture 

Is designed to facilitate the work of clerks. The furniture are provided according to their        

requirements. 

 

Fitting and accessories 

They include desk lamp, telephone stand, coat stand, waste basket e.t.c 

When choosing such items their colour may be considered so as not to ruin the pleasing atmosphere of 

the office. 

Factors to consider when buying furniture for the office 

a) The cost 

b) Technology used 

c) Availability 

d) Portability  

e) Weight  

f) Space available 

g) Durability of he furniture 

h) Safety 

i) Design used  

Maintenance of furniture 

a) Applying oil lubricates on movable parts. 

b) Proper  use of manual  

c) Replacement of the  broken  parts immediately  

d) Painting them 

e) Avoid unnecessary movement of the furniture. 

f) Keeping them away from dust 

g) Mending them  

h) Greasing  

 

Office stationery 

Refers to all writing materials used in the office. They include paper, envelops, rubber, ribbon, 

stencil, correcting fluid, pin, tags e.t.c. 

Stationery control 
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The following guidelines are useful in ensuring that the stationery in the office is not overstocked 

or run out of stock. 

a) Stationery should be bought centrally and in bulk to secure quantity discount 

b) The issuing system must be planned properly to eliminate wasteful consumption. 

c) The proper control over the use of stationery must be included in the duties of he office 

supervisor. 

d) Reuse of stationery items e.g. used envelops for internal mail e.t.c should be explored. 

e) Stock levels should be set out to avoid running out of items of stationery or over-stocking. 

 

Continuous Stationery 

Means the printed forms are automatically produced in a continuous strip and departed from one 

another by perforations. 

Advantages 

a) Waste of time can be avoided by use of continuous stationer 

b) Neatness can be maintained 

c) It helps to achieve the uniformity in the use of forms. 

 

 

Disadvantages 

a) It is more expensive than ordinary forms. 

b) Mistake can not be easily corrected 

c) The errors cannot be rectified easily 

d) Bottom copies of the set may be faint and there may be confusion in respect of figures. 

Types of continuous stationery 

a) Roll stationery 

b) Interfold stationery 

c) Sprocket feeding 

 

Ways of controlling office facilities  

i) Purchase on recommend and reasonable furniture  

ii) Give priorities to multi-purpose facilities.  

iii) Ensure that there is adequate space for them  

iv) They should be well designed to avoid unnecessary movement and breakages  

v) Ensure careful movement procedures incase of change 

vi) Buy only durable facilities  

vii) Use the right facilities for the right job.  

viii) Label the facilities if possible  
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REVISION QUESTION 

1. Explaining the meaning of office 

2. Describe the function of office 

3. Discuss types of office layout 

4. Discuss the role of office staff 

5. Discuss ways of controlling office facilities 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CHAPTER NINE 

ROLE OF GOVERNMENT AND DEVELOPMENT PARTNERS IN RESOURCE MANAGEMENT 

Specific Objectives 

By the end of this topic, the trainee should be able; 

a) Discuss the role of government and development partners in resource management 

b) Discuss ways in which the government and development partners control resource utilization 

c) Discuss the impact of government and development partners in resource management 

 

INTRODUCTION 

Environment and Natural Resources in Kenya 

Environment and Natural Resources in Kenya: Sustainable exploitation of natural resources for 
Economic Recovery Strategy for Employment and Wealth Creation is a major challenge for the 
Government as it endeavors to put in place policies to guide the process in all environment and 
natural resources sub-sectors. That govern the natural resources exploitation, management and 
conservation.  

Environment and Natural Resources in Kenya: Water Supply  
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The Government through the Ministry of Water Resources Management and Development has the 
responsibility of ensuring that all Kenyans have access to safe drinking water within reasonable 
walking distance and in achieving the set goals of the Millennium Development Goals (MDGs).  

It is estimated that about 75.0 per cent of the urban population and nearly 50.0 per cent of rural 
population had access to safe drinking water in 2003.  

However, with the increasing population coupled with inadequate resources for expansion and 
maintenance of water supply programmes, these proportions are deteriorating. 

In this regard, the government has put in motion a reform process in the water sector and has 
embarked on implementing the Water Act 2002.  

The new legislation encompasses commercialization of the urban water programme's and community 
participation in the rural water supply.  

The new policy details Government's role, including, regulation and supervision of water resources; 
while welcoming stakeholders and beneficiary communities to participate in the implementation, 
financing, operation and maintenance of water resources and supply facilities. 

The purpose is to attract investment in the water sector and provide adequate water and sanitation 
services to meet the various sectoral demands.  

Environment and Natural Resources in Kenya: Fisheries  

Fish continues to play an important role not only as a source of food and income for local fishing 
communities but also for the expo-market.  

The Government has directly put in place a task force to develop a comprehensive fisheries policy 
that will guide the sector towards the MDGs.  

It will also take cognizance of all environmental issues and within the framework of the Economic 
Recovery Strategy paper.  

Environment and Natural Resources in Kenya: Forestry  

The Department of Forestry has continued to experience difficulties in discharging its mandate due to 
limitations of the current forest policy and legislation.  

An emergency tree planting programme is being implemented to address the serious degradation and 
destruction of the country's forests.  

Environment and Natural Resources in Kenya: Mining  

The Government through the Department of Mines and Geology in the Ministry of Environment Natural 
Resources and Wildlife has prepared a mining policy and is in the process of enacting a new mining 
law.  

The aim is to develop a comprehensive policy framework for regulating the mining sector and an 
appropriate legal and fiscal framework, which are in line with the current global mining trends. 
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The proposed law once enacted will attract guide and encourage private investments into the sector 
as well as tap the country's huge mineral potential.  

Under the envisaged mining law, a new mining licensing system is to be introduced to provide for 
among others; a simplified and harmonized licensing of mining operations, considerably curtailed 
discretion on the part of the Minister in charge of mining and a greater security of tenure for mining 
investors. 

The new law also seeks to harmonize mining with the Environment Management and Co-ordination Act 
of 1999 and requires restoration and rehabilitation of mined out areas and cushioning of local 
communities against adverse effects of mining.  

Environment and Natural Resources in Kenya: Refuse Management  

Accumulation of refuse in most urban centers in the country remains serious health and environmental 
problem.  

The emergence of such substances as mobile phone scratch cards, polythene bags and plastic bottles 
have raised concern about the products' effects on environment, as they do not decompose.  

The situation is more serious in major towns of Nairobi, Mombasa, Kyushu and Nauru where the daily 
refuse accumulation out-paces the quantity disposed. 

This is result of limited resources allocated to most local authorities' coupled with inefficient waste 
disposal methods.  

Environment and Natural Resources in Kenya: Mining  

Kenya has well-developed cement processing plants that satisfy the domestic market and exports to 
the regional market.  

Approximately1.2 million tones of cement are consumed locally each year. Opportunities exist in the 
production of glass, as the country is not self-sufficient.  

A few manufacturing units produce ceramic pottery and tiles, however, substantial quantities of 
ceramic pottery, tiles, sanitary-ware, and insulators are imported.  

Investment potential exists in prospecting and mining of other minerals such as gold, precious stones 
and petroleum.  

Environment and Natural Resources in Kenya: Fisheries  

Kenya's water resources of the Indian Ocean and Lake Victoria provide vast fishing potential.  

At present, deep sea fishing, prawn and trout farming are in their infancy but growing rapidly.  

Opportunity also exists in fish processing (filleting and fish meal production), as well as fisheries-
support infrastructure (refrigerated transport cold storage.  

Environment and Natural Resources in Kenya: Investment in Forestry  
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In order to achieve sustained forest management, there will be a need to carry out a well-focused 
investment in the following areas:  

Forest valuation Capacity building in resource assessment, planning and management, impact 
assessment, geographical information systems, monitoring and evaluation  

Research in non-wood tree products to enhance their economic potential Development of credit 
support to private forest investments improving data and information for management planning 
through regular surveys 

Role of Development Partners In Resource Management 
Recently PNG‘s development partners and government representatives met in Kavieng and agreed 
ground rules for more effective cooperation, consistent with the 2006 Paris ‗Declaration on Aid 
Effectiveness‘, which emphasizes local ownership, harmony with national development strategies 
(notably poverty alleviation), synchronization of donor programmes and recipients‘ demands, better 
programme management and mutual accountability. This INA column has been emphasizing the need 
for PNG to take full responsibility for its own destiny, notably:- pursuing suitable policies for the 
country‘s long term interest, and not just that of a vested elite; ensuring stable economic conditions, 
freeing the economy for investment and competition by large and micro enterprises; concentration 
upon core responsibilities, particularly: maintaining infrastructure, tackling crime and corruption, 
ensuring effective and widespread education and health services, maintaining standards and applying 
the law fairly. Households and the community must safeguard public assets, make government 
accountable, whilst safeguarding their own welfare, developing skills and managing their natural 
resources for the future, rather than short term consumption. 
 
What‘s the role of development partners? In 1999 they played a critical role, led by the World Bank 
and other ―friends of PNG‖, in assisting government prevent potential economic collapse, supporting 
wide ranging economic, institutional and resource management reforms; providing the basis for the 
current economic recovery. That recovery and improved growth have depended also upon recent 
improved commodity prices and relative political and economic policy stability, although the faltering 
commitment to overdue public sector, governance reforms and freeing markets (including SOEs) to 
competition and private investment jeopardizes the sustainability of growth and widening of benefits. 
 
In the late 1990s/early 2000s, with the Budget barely covering salaries and wages, 
Unsaid supported core health and educational provisions, including school materials and medicines, 
enabling public servants and NGOs to perform basic functions. Similarly EU-Stabex funds during the 
1990s provided agricultural price support and subsequently helped sustain many agricultural 
institutions, when government and other donors showed limited interest in this important sector. 
 
The donor support for basic services was taken for granted by government, but highly appreciated by 
service deliverers and beneficiary communities, some complaining that government was overlooking 
them. The donors should not, however, have had to perform such roles, which are core government 
functions. The situation has eased with increased government funding for basic infrastructure and 
services in the provinces, but Government has still failed to grasp the scale of these responsibilities, 
or addressed the need to strengthen management and oversight capacity at the Provincial/district 
levels to manage increased recurrent and programme expenditure. 
 
The Government and many MPs, remain prone to dreaming up new and often extravagant projects, 
including for District Grants, whilst provided utterly inadequate funding for essential services, 
infrastructure restoration and maintenance, training and capacity building for the public sector to 
manage increased district funding. Many in PNG‘s rural areas, seeing little sign of government services 
in decades, question the legitimacy of the State, arguing that the State has breached the pact under 
which land was provided for public infrastructure, when the State has subsequently failed to operate 
the services, maintain roads or provide government charters or vessels. 
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Some leaders may not appreciate such needed governance support but it has overwhelming public and 
private sector support, assuming those recruited work with, and not isolated from PNG professionals 
and the wider community, and recognize their role is building up, not replacing, in-country capacity. 
The world community, including PNG, faces immense challenges, such as climate change, over the 
next years, for which we are all ill-prepared. PNG must play an increasing role in contributing to 
addressing global challenges. It must stand increasingly on its own feet, demonstrating higher 
standards of governance and commitment to its own future. Development partners can contribute to 
reinforcing PNG‘s capacity and prospects if their funds are well utilized in harmony with PNG‘s own 
efforts. 
 
Australian Prime Minister, Kevin Rudd, has a challenge during his forthcoming visit. 
He needs to progress his effort to improve sticky relations with PNG and the region; listening to the 
concerns (as expressed by Government and wider community), whilst, together with other 
development partners, being firm on governance and standards, including over natural resource 
management. He must offer enough, including demonstrating Australia is progressing from its insular 
past to becoming a more multicultural society within the Pacific Community, as New Zealand has 
achieved to a greater degree. There is an immense connection felt by PNG towards Australia, yet 
there remain many negative impressions and feelings of being slighted.  

THE ROLE OF GOVERNMENT IN RESORCE UTILIZATION 

The policy and legislative actions of any government, at national, state, and local levels, have 
significant impacts on the management and control of risk in the aquaculture industry. Some of these 
impacts do not arise through actions directed toward the aquaculture industry itself, but through 
actions directed toward associated or competing industries, such as agriculture, tourism, or 
recreation. Unfortunately few governments at the present time consider or coordinate multi-sectoral 
development.  

Government Policy 

A national policy toward aquaculture development is important for the industry. This may be no more 
than including statements about the sector in a five-year economic development plan, or it may be a 
detailed development plan for aquaculture alone.  

With the recognition of the aquaculture sector in any development plan, there invariably follows a 
number of policy instruments for government administrators to manage the sector and control 
individual private investments. The range and use of these policy instruments are usually in direct 
relationship to the status and strength of the sector. For example, in countries where investment in 
the sector is being encouraged, the government will stress incentives, such as grants, loans, and 
subsidies, and even fiscal incentives, such as exemptions from tax. In countries where the sector is 
well developed the government will invariably impose duties, taxes, and quotas.  

In the formative years of a sector, a government will often provide services. These may include 
services for marketing, research and development, education, training, extension, and technical 
information. It will also often provide physical infrastructure for the industry (utilities, transportation, 
and coastal development), and institutional support (such as state farms, state hatcheries, and 
market organizations).  

In summary, the government policy toward the industry through the use of available policy 
instruments can be considerable.  

The majority of farmers obviously take advantage of a favorable government policy toward the sector. 
Many, in fact, in the formative years of their enterprise depend on government incentives, such as 
grants, loans, and subsidies, to be profitable.  
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The risk to the farmer is the period of transition, when the sector is developing well and reasonably 
independently, and the government is reducing its direct support to the industry. Incentives are being 
replaced by taxes and levies on sales, state farms and government hatcheries may be closed down, 
and institutional support is stopped.  

These risks can be managed through a very detailed exchange of information by both parties. It is 
imperative chat the government has an excellent knowledge of the workings of the industry so that its 
objectives are appropriately phased. For example, there is no economic sense in closing down 
government hatcheries (which supplied seed for the farmers to get the industry established) if 
alternatives are not in place and have demonstrated that they can meet the seed requirements of the 
industry. Similarly, sudden high taxes on profits, which perhaps were made when national production 
was low and prices probably high, are not going to be practical if national (and international) 
production increases and the price drops, as has been the case of marine shrimp and salmon 
production.  

On the other hand, it is also imperative that the farmers have good information about the short and 
long-term plans of the government toward the industry. With this information their investments can 
be directed toward the replacement of the government's previous contributions. For example, the 
investment in private hatcheries for seed production, the formation of farmers' associations, and 
other organizations, for marketing and product promotion, and even private research and 
development.  

Invariably the burden of researching and publishing this information from both sides rests with the 
industry. Usually the responsibility is taken up by the farmers' associations, through their newsletters 
and publications, or by another invaluable component of the national aquaculture sector, the 
independent publishers of trade papers, magazines, and information bulletins. 

Legislation 

A government manages and controls the aquaculture sector through legislation. The type and degree 
of legislation obviously have a direct and significant impact on the sector as a whole, and on the 
individual enterprise and farmer, and therefore constitute risks to all of them.  

Legislation is sub-divided into two areas, namely legislation dealing with resource utilization and 
resource management, and legislation dealing with farm management.  

(i) For effective and economic resource utilization and management, the government has to be aware 
of the needs of the aquaculture sector. The sector's prime needs are water (inland, coastal, and 
offshore), land (on-shore, sub-tidal near shore, and sub-tidal offshore), and all rights of access and 
protection. The government has also to be aware of the needs of other competing sectors (energy, 
agriculture, tourism, recreation), and for the general public's need for an acceptable environment 
(nature reserves, wildlife),  

From the point of view of the aquaculture sector there are several approaches to resource utilization 
and management. These may include long-term leasing of sites, special development zones for 
aquaculture, and industrial zones for certain water-based industries which can be integrated 
together.  

(ii) The majority of national, state, and local legislation concerns farm management. This is in the 
form of regulations and bye-laws directly concerning farm operations and production practices, and 
then indirectly concerning the manufacturing industries, suppliers, services, and marketing activities.  
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Typical legislation for the farm operations and production practices deals with such things as site and 
water access, water quality, negative and positive environmental impacts, labour, introduction and 
transfer of species, disease control, and product quality. That for the secondary level deals with the 
safety of human health, such as the use of herbicides, pesticides, antibiotics, and carcinogens in 
equipment and in operations, and environmental health.  

For farm management purposes, acceptable solutions for the farmer are an efficient system for 
permits and licenses at reasonable cost, preferably permit-packaging (one permit for everything). In 
addition government quarantine stations should be provided if there are stringent regulations with 
regard to species introduction and transfer. Regulations at the secondary level are sensibly part of 
more far-reaching national legislation controlling the use of toxic chemicals in the environment.  

The risks to the farmer from national legislation, particularly the regulations and bye-laws dealing 
with farm management and production, are many and varied. All have a direct or indirect affect on 
profitability. The most direct implication is the cost of permits and licenses to own and operate a 
farm, and the indirect costs associated with making applications to many different government 
agencies. In many developed countries, for example, the permits and licenses required to operate 
certain farms number over 20. Collectively, they may take over two years to obtain, and add up to a 
considerable cost. In extreme cases, such as a permit to use the heated effluent water from a nuclear 
electrical generating station, the permit process may take three years and involve lawyers.  

The highest risk to the farmer centers on regulations regarding diseases and stock introduction. This is 
an area of considerable importance to the industry at the present time. There are a number of 
instances of government legislation which have exacerbated the problem; for example, one 
government issued permits but with restrictions on the water volume for each farm. The volume was 
in fact less than a calculated basic economic unit. This compelled the farmers to overcrowd their 
stock, exposing them to the risks of diseases. Yet another government, with the objective of 
protecting its industry from exotic diseases, regulated for the use of an indigenous but totally 
unsuitable local species incapable of acclimating to the marine environment where it was supposed to 
prosper. This effectively killed the industry, as few farmers were foolish enough to take such a risk.  

Few if any governments have enacted legislation requiring total slaughter of all stock infected by 
certain diseases. Although this is primarily because they are unwilling to pay compensation to the 
producers it is useful in that few diseases justify this extreme action. None the less, some farmers 
disregard laws and regulations when it comes to the movement and handling of stocks, diseased or 
otherwise, thus endangering themselves, the industry, and the environment as a whole.  

It is obviously the interest of both government and industry to have constructive legislation. However, 
constructive legislation can only be produced by both sides being well informed about the objectives 
and operational needs of the other. Well informed parties can accept even extreme legislative action, 
such as the compulsory slaughter of stock infected with a highly contagious and dangerous disease, or 
stock which are potentially a hazard to human health. These are acceptable risks to any industry. 
However, considerable information is required so that sensible regulations and bye-laws can be 
enacted which will allow, for example, the safe introduction of non-indigenous species, temporary 
quarantine of diseased stock, acceptable treatment of disease which will not impact subsequent 
product quality, the use of growth stimulants in feed, etc. Much of the information on which the right 
legislation can be made is still lacking. 

Production of Information 

All governments accept the responsibility of providing information services to the sector, particularly 
national statistics and data relevant to economic and development planning. For the development of 
a new sector, such as aquaculture, many governments accept the responsibility for additional 
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information services, such as the adoption of international and national standards and codes of 
practice, and also biotechnical and non-biotechnical research.  

(i) Standards and codes of practice  

Standards and codes of practice for the industry are invaluable, not only to the economic strength of 
the industry as a whole, but also to the farmers and their suppliers to reduce their individual risks 
(see Section 4.2). For example, the international Codex Committee on Fish and Fishery Products 
recently (May 1988) decided to elaborate a code governing the quality and safety of aquaculture 
products. Typical aspects of the code will be product safety and quality, water quality, off-flavours, 
residues of veterinary drugs, and the public health significance of diseases and parasites. Where the 
code is adopted, the farmers have the opportunity to meet the standards required. Meeting strict 
standards will probably require increased investments, such as modern and hygienic processing plants, 
and this will reduce their profitability. On the other hand, meeting the standards will eliminate most 
of the risks currently associated with the "grey" areas of quality control, where the products are 
rejected because there is no clean division between acceptability and unacceptability.  

The only other code of practice indirectly relevant to aquaculture which can be adopted by certain 
countries at the present time is that dealing with the introduction and transfer of species. The prime 
reason for the code is conservation, but it has both positive and negative implications for the 
aquaculture industry.  

No country, or group of countries, has yet established any standards specifically for the aquaculture 
industry. Invariably each country has its own standards and codes for construction of infrastructure 
and buildings which are used automatically by designers and contractors of large farms; but these are 
invariably ignored by the small farmers in the interests of saving investment capital. Unfortunately, as 
such standards have been developed without any reference to the aquaculture industry at all, the 
risks to the operations at both large and small farms remain. The large farm is probably over-
engineered and highly mechanical, and the small farm is a hazard to the health and safety of the 
employees.  

(ii) Research information  

Most governments support industrial-related research, either at government research centres or 
through contract research to the private sector. Although the topics of research clearly have some 
relevance to the industry, most governments do not specify research programmes within their policy 
which directly support the core of the industry, namely the producers. The majority of support is for 
scientists and technologists at universities and research centres who identify their own research 
objectives.  

There has been little or no research organized to build up the information base on which standards 
and codes of practice are set. For example, government research support has been given to 
individuals to design production units, complete with heat exchangers, filters, and innumerable 
controls, but few if any research funds have been given to chemical engineers to specify the leaching 
rates and toxicity of plasticizers in water of varying salinities from all the plastic materials which are 
used or available to the manufacturers. If this were done, then the industry would have the factual 
evidence that specific plastic materials were safe at these salinities, and others were not. The risks of 
death or deformity to the stock from these highly toxic petro-chemicals would be removed.  

There are many other cases which may be cited. For example, there is a need for the basic data of 
on-site conditions (wave amplitude, water exchange rates, etc.) for offshore cages Co match the 
design criteria. This not only includes the physical data (strengths, stresses, and strains) of materials, 
but also the same parameters for individual cages and complexes of cages under different conditions 
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of sea state. There is a considerable need for information about the safe treatment of diseases, not 
only the efficacy of the treatment, but also the periodicity for the residues of the drugs.  

In summary, the guidance for government-supported research should come from the farmers, who 
could indicate where they are most exposed to the risks of losing their stocks, and hence their 
profitabilities and livelihoods.  

Role of development partners in resource management ( a case in Uganda) 

Economic growth is private sector driven with governments and development partners playing a 
facilitating role through the development of infrastructure, including legal policy reforms. In 
recognition of the importance of the roles played by development partners, the private sector, 
academia and civil society, the President of Uganda, at the launching of the NDP, invited them to 
joins hands with government to realize the National Vision. 

In Uganda the development partners (DPs), comprising of bilateral, multilateral and UN agencies, 
have instituted the Development Partner Group (DPG) to coordinate and harmonize their efforts to 
support the government.  The chairmanship of the group rotates among them.  The DPG interfaces 
with sectoral groups by participating in sectoral meetings according to their specific area of support.   
The DPs in Uganda organized a retreat in April 2010 to discuss coordination of climate change 
activities and agreed that existing institutions namely the Climate Change Unit (CCU) in the Ministry 
of Water and Environment, the sectoral working groups and DPG should continue to be used. 

Development partners play an important role in the socio-economic development of many developing 
countries.  This may be through budgetary support, projects/programmes and technical assistance.  
Some DPs are directly supporting climate change related activities of civil society organizations in 
their area of responsibility.  Some have gone an extra yard by instituting mechanisms to stimulate 
private sector development, particularly micro enterprises, including micro finance to fund small 
scale enterprises. Increasingly DPs are playing an important role in supporting implementation of 
mitigation of greenhouse gas emissions (promoting sustainable development) and adaptation to 
adverse impacts of climate change.  

In Uganda, United Nations agencies, led by the World Food Programme, have developed the UN Joint 
Action Framework on Climate Change for Uganda.  The Framework focuses on disaster reduction and 
risk management, sectoral adaptation and planning, enhancing economic and social resilience, 
mitigation and enabling measures (capacity building, financing and technology).  Each of the UN 
agencies plays its role within its area of expertise.  Reducing emissions from deforestation and forest 
degradation (REDD) and land use management are areas of special focus because of their dual roles 
(mitigation and adaptation).  

Bilateral DPs have also initiated climate change programmes, with adaptation and capacity building as 
integral components.  The most notable of these programmes is the Royal Danish Government 
Support, which established the Climate Change Unit (CCU) in the Ministry of Water and Environment 
as well as supporting implementation of the National Adaptation Programmes of Action (NAPA) and 
development of a climate change policy for Uganda.  The CCU coordinates Uganda's response to the 
climate change challenge and also liaises with other institutions outside Uganda, particularly UN 
agencies and intergovernmental institutions.  While the support to governments can be coordinated at 
national and local government levels it is more difficult and challenging to harmonize at community 
level. A coordination dialogue, including well established civil society organizations working at 
community level could provide one solution.  

 There are several activities that have been initiated by DPs with other organizations, particularly civil 
society organizations which are not known to the CCU.  Some DPs are also directly giving support to 
civil society organizations in their area of responsibility.  Some have gone an extra yard by instituting 
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mechanisms to stimulate the development of private sector, particularly micro enterprises, including 
micro finance. 

While the DPs do not directly participate in the development of NDPs or sectoral policies and plans, 
they are consulted.  Also their direct collaboration with civil society organization provides an 
additional avenue to directly influence local and community level planning.  Implementation of 
development activities by civil society organizations has an added advantage of reduced bureaucracy 
and overheads thus increasing benefits per unit of investment.  This is an important factor when 
considering minimizing the vulnerability of communities, natural resources and ecosystems.  

Development and adaptation decision making:  

Access to power/electricity is a basic social and economic development need.  Power generation and 
its distribution is a pre-requisite for social and economic development in any country.  Yet power 
generation from fuels emits greenhouse gases, which cause climate change; in other words, the quest 
for development has fuelled global warming.  

Climate change is relatively new and therefore not well understood by either governments or 
development partners.  Climate change will impact negatively on infrastructure, including social 
infrastructure and natural resources, the basis for production and the livelihoods of millions of people 
in developing countries, thus frustrating development efforts. DPs for quite a while have categorized 
climate change as an environment issue.  However, this thinking is now changing and several DPs are 
integrating climate change into their development portfolios. 

Although governmental, social, environmental and legal frameworks and programmes exist in 
developing countries; re-enforcement mechanisms are generally weak, resulting in policies which are 
decorating bookshelves and gathering dust.  While generally decision making is not an issue because of 
the desire of many developing country governments to minimize vulnerability of infrastructure, 
natural resources, ecosystems and communities, the means required for full and effective 
implementation of adaptation decisions at national, local government and community level is lacking. 
There are many competing needs at the time of making the resource allocation decision and also lack 
of technical and weak institutional capacity. For instance, in the case of reactive adaptation, how can 
a decision, once made, be quickly and effectively implemented to minimize causalities or losses?   Is 
the institutional framework, including mobilization and coordination, functional to meet the 
challenge?  More than often the institutional framework is either weak or non-existent. Institutional 
frameworks must be an integral part of national or regional adaptation plans.  Hard decisions to 
support institutional strengthening must be taken.  Such decisions can be equated to an insurance 
policy.  Therefore there is need for a medium to long-term strategy to invest in institutional 
development.  This is an area that has received very little attention if any and yet is critically 
important for implementing adaptation activities, particularly reactive adaptation.  No meaningful 
adaptation can also be implemented without a functional national early warning system.  Establishing 
and strengthening early warning system is therefore a necessity. 

Climate change response requires the widest participation at all levels thus necessitating 
establishment of a coordinating institution at the national level.  In Uganda the CCU performs this 
role.  Such a coordinating institution must bring together public, academia, civil society to debate and 
contribute to adaptation plans.  Such a forum must also be open to DPs to enable them to understand 
government plans and programmes and to incorporate these into their own activities. 

Innovative adaptation approaches: a role for development partners 

Indigenous technologies, including food storage technologies, have played and will continue to play an 
important role in coping with disasters such as famine.  These technologies are generally localized and 
therefore their full potential has not been realized.  
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DPs are increasingly playing a key role in capturing and disseminating indigenous technologies through 
implementation of development/adaptation activities at community level.  Local communities 
traditionally have very good knowledge of local climates and seasons.  Until recently, seasons were 
predictable and dependable, particularly the onset and cessation of rain seasons.  Droughts and 
delayed onset of rain seasons were infrequent.  However, with increasing climate variability and 
climate change the knowledge of local climate is less useful, hence the need to access weather and 
climate information.  Communities are now aware of the increased frequency of extreme weather and 
climate events and the unpredictable onset of rain seasons.  Coping with these changes is a great 
challenge to communities. 

There are many least cost adaptation technologies which have not been widely exploited such as small 
scale drip irrigation, runoff water harvesting and organic agriculture.  Peasants in some communities 
have hung polythene bags filled with water on fruit trees to water them.  Some have extended road 
drainage channels to their fields and used the water thus harvested to water fruit trees or tomato 
trees.  The cost of such technologies is negligible and yet when widely applied they can have 
significant benefits.  

Organic agriculture (OA) is a holistic production management system that avoids use of synthetic 
fertilizers, pesticides and genetically modified organisms, minimizes air, soil and water pollution and 
optimizes the health and productivity of interdependent communities of plants, animals and people. 
It enhances biodiversity, protects fragile soils, improves the nutritional quality of food, ensures high 
standards of animal welfare and provides increased employment in rural areas.  It also builds resilient 
farming systems and therefore is an adaptation technology.  When used it leads to improved food 
security, increased household income and therefore poverty reduction.  

Organic matter also enhances drainage in soils, significantly reducing the risks from water logging and 
surface flooding.  OA increases the ability of farming systems to continue functioning when faced with 
the adverse effects of climate change by increasing resilience within an agro-system. It has the 
potential to reduce greenhouse gas emissions (avoiding use of synthetic fertilizers) and to mitigate 
greenhouse gas emissions through soil carbon sequestration thus increasing soil fertility and therefore 
increased agricultural productivity.  It further reduces fossil fuel energy use, cuts nutrient and 
pesticide pollution and stops potentially harmful pesticide residues entering the food chain.  OA also 
opens the window of opportunity for farming communities to benefit from the carbon market but 
much needs to be done in order to tap into this opportunity.  We need to climate proof our farms, 
infrastructure and our livelihoods, particularly the most vulnerable in order to minimize our 
vulnerability to the impacts of climate change. 

 
 
REVISION QUESTION 

1. Discuss the role of government and development partners in resource management 

2. Discuss ways in which the government and development partners control resource utilization 

3. Discuss the impact of government and development partners in resource management 

 

 

CHAPTER TEN 
 

EMERGING TRENDS IN RESOURCE MANGEMENT 
 
Specific Objectives 
By the end of this topic, the trainee should be able to; 
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a) Describe emerging issues  in resource management 
 
INTRODUCTION 
Human resource management is a process of bringing people and organizations together so that the 
goals of each other are met. The role of HR manager is shifting from that of a protector and screener 
to the role of a planner and change agent. Personnel directors are the new corporate heroes. The 
name of the game today in business is personnel. Nowadays it is not possible to show a good financial 
or operating report unless your personnel relations are in order. 

Over the years, highly skilled and knowledge based jobs are increasing while low skilled jobs are 
decreasing. This calls for future skill mapping through proper HRM initiatives. 

Indian organizations are also witnessing a change in systems, management cultures and philosophy 
due to the global alignment of Indian organizations. There is a need for multi skill development. Role 
of HRM is becoming all the more important. 

Some of the recent trends that are being observed are as follows: 

 The recent quality management standards ISO 9001 and ISO 9004 of 2000 focus more on 
people centric organizations. Organizations now need to prepare themselves in order to 
address people centered issues with commitment from the top management, with renewed 
thrust on HR issues, more particularly on training. 

 Charles Handy also advocated future organizational models like Shamrock, Federal and Triple 
I. Such organizational models also refocus on people centric issues and call for redefining the 
future role of HR professionals. 

 To leapfrog ahead of competition in this world of uncertainty, organizations have introduced 
six- sigma practices. Six- sigma uses rigorous analytical tools with leadership from the top 
and develops a method for sustainable improvement. These practices improve organizational 
values and helps in creating defect free product or services at minimum cost. 

 Human resource outsourcing is a new accession that makes a traditional HR department 
redundant in an organization. Exult, the international pioneer in HR BPO already roped in 
Bank of America, international players BP Amoco & over the years plan to spread their 
business to most of the Fortune 500 companies. 

 With the increase of global job mobility, recruiting competent people is also increasingly 
becoming difficult, especially in India. Therefore by creating an enabling culture, 
organizations are also required to work out a retention strategy for the existing skilled 
manpower. 

HR Managers today are focusing attention on the following- 

a) Policies- HR policies based on trust, openness, equity and consensus. 

b) Motivation- Create conditions in which people are willing to work with zeal, initiative and 
enthusiasm; make people feel like winners. 

c) Relations- Fair treatment of people and prompt redress of grievances would pave the way for 
healthy work-place relations. 

d) Change agent- Prepare workers to accept technological changes by clarifying doubts. 

e) Quality Consciousness- Commitment to quality in all aspects of personnel administration will 
ensure success. 
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Due to the new trends in HR, in a nutshell the HR manager should treat people as resources, reward 
them equitably, and integrate their aspirations with corporate goals through suitable HR policies. 

 
REVISION QUESTION 

1. Being chosen as a community resource manager, discuss the emerging trends in resource 
management. 

 

 

www.kenyanexams.com

http://kenyanexams.com

