Lesson 1

| ntroduction to Busness

Whenwelook around us, we observethat most of the peopleare engagedin oneactivity or
the other. Teachersteachintheschools, farmerswork inthefields, workerswork inthe
factories, driversdrivevehicles, shopkeepers sell goods, doctorsattend to patientsand so
on. Inthisway, peoplearebusy during theday and sometimes during the night throughout
theyear. Now thequestion arisesasto WHY weall keep ourselvesbusy. Theanswer isto
satisfy our wants. By doing so, weeither fulfill variousobligationsor earn money through
whichwe can buy goods and commaodities.

Inthislesson let uslearn more about the varioustypesof activitiesinwhichweall keep
ourselvesbusy to satisfy our wants. We shall learn in detail about 'Business asahuman
activity.

1.1 Objectives

After studying thislesson, you will beableto:
definehumanactivities,

di stinguish between economic and non-economic activities;
definetheterm‘business’;

identify variouscharacteristicsof business; and

explaintheimportance of business.

1.2 Human Activities

Activitieswhich human beings undertake are known as human activities. These may be
cultivating land, growing plants, rearing animal's, teaching in aschool or college, workingin
afactory or office, watching television, listening to radio, reading newspaper, worshippingin
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atemple, playing football, etc. We can dividethese activitiesinto two broad categoriesas
(i) economic activities; and (ii) non-economic activities.

(i) Economicactivities

Activities, which are performed with an objectiveto earn money, are known aseconomic
activities. For example, afarmer grow cropsto sell them, afactory or office employee
worksand getswage or salary, abusinessman earns profit through buying and selling of
goods.

(i) Non-economicactivities

Activities, which are not performed to earn money but to get some satisfaction are called
non-economic activities. Theseactivitiesare performed to discharge socia obligation or for
physical fitnessor for recreation. Peoplevisiting places of worship, providing relief tothe
victimsof flood and earthquake, engagingin sportsactivities, gardening, listeningtoradio or
watchingtelevision areall examplesof non-economic activities.

L et usunderstand thisfurther inthefollowing table

Differ ence between Economic and Non-Economic Activities

Basis Economic activities Non-economic activities
i. Purpose Economic motive Social and Psychological motive
i. Outcome Lead to creation L ead to satisfaction and happiness

of wealth and assets

1.1 Economic activity 1.2 Non-economic activity
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Intext Question 1.1

A. Statewhether thefollowing statementsaretrueor false, by writing‘ T” against true
statement and‘F against fal se statement.

(8 A doctor attending to patientsin hisclinicisengagedin an economic activity.
(b) A mother stitching clothesfor her childrenisengaged inan economic activity.
() Atailordtitching clothesfor hiscustomersisengaged in an economic activity.
(d) Distributing food to beggarsoutsidethetempleisanon-economic activity.
() SachinTendulkar playing cricket for the country isperforming anon-economic
activity.

B. Inthefollowinglist of activities, statewhich areeconomicactivitiesand whicharenon-
economicactivities.
() Payingfootbdl withfriends
(i) Teachinginaschool
(i) Attendingtoone'srelativewhoisunwell
(iv) Ligeningtoradio
(v) Sdlingfruitsand vegetablesintheloca market
(vi) Preparingfood at home
(vii) Workinginanoffice

1.3 Typesof Economic Activities

Weknow that economic activitiesare undertakento earn money. Generally, peopleengage
themsdvesinsuch activitieson aregular basisand are said to beengaged intheir occupation.
Thus, occupation means keeping onesel f engaged or occupied in some gainful economic
activity on aregular basisto earn one'slivelihood. For example, doctorstreat patients,
lawyersprovidelegal services, workerswork in officesand factories, teachersteachin
schoolsand colleges and shopkeepers buy and sell goodsto earntheir livelihood. Inthis
way, they areall engaged in occupations.

Occupationsmay be classified into three broad categories.
a  Professon

b. Employment

c. Budness
L et usnow understand each of them:

a. Professon: - A personmay not bean expertinevery field. So, werequire servicesof
otherswho specialisein onefield or other. For example, we need the services of
doctorsfor our treatment, lawyersto get legal support etc. They areall engagedin

When an individual is
regularly engaged in a
particular economic
activity, it isknown as
his/her occupation.

Individuals engaged
in profession are
called professionals.
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profession. Thus, profession refersto an occupation, which requires specialised
knowledgeand training to pursueit.

1.3 A professional

L et usknow about the characteristicsof aprofession:

i. Specialised knowledge

 Weadready know that every professonrequiresspecidised
knowledge to be acquired through training. This
knowledge cannot be inherited. A doctor’s son cannot
become adoctor without pursuing the necessary course
of studies for medical degree. A lawyer must have
knowledgeandtraininginlaw to beableto providelega
serviceto the people. To be achartered accountant one
hasto passthe examinations conducted by the Ingtitute of
Chartered Accountantsof India.

il. Servicemotive

The primary objective of every professionisto provide
service. The professionals get some remuneration for
providing such services. Thus, doctors, lawyersand other
professiona swork with servicemotiveand in the process
earnmoney for their livelihood.

Regulated by Professional body

A professional body regulates every profession. For example, Institute of
Chartered Accountantsof India, Bar Council of India, and Medical Council of
Indiaarethe professional bodiesestablishedtoregul atethefunctionsof chartered
accountants, lawyersand doctorsin Indiarespectively.

Codeof conduct

These professionals have a code of conduct developed by the concerned
professond body. Thisisto befollowed Strictly by each professond. Thisensures
uniformity inworking of all theprofessonals.

b. Employment: Employment refersto an occupationinwhichapersonworksregularly
for othersand getswage/salary in return. Government servants, company executives,
bank officids, factory workersaredl said to bein employment. L et uslearn about the
characteristicsof employment:

Work for others

Peopl e engaged in employment alwayswork for someone el se. They arenot
freeto decidethework to be done. They havetofollow theinstructionsof their
bossor employer.

Termsand conditions

In employment there are certain terms and conditions regarding work to be
performed, hours of work, amount of remuneration and other facilities, if any.
The employer who offersemployment normally decidesthese conditions. The
person seeking ajob must join thework only after being satisfied withtheterms
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and conditions.

iii.  Fixedincome
Theremuneration payableto an employee
isfixed andispaidintheform of wageor
sdary. Anemployeegetshiswageor salary
at regular intervals. Thismay beon daily
or monthly basis. Theincrementsin pay,
dearnessalowance and other allowances
are also payableonthe basis of theterms
and conditionsof employment.

c. Business: Businessrefersto an occupationin
which goodsand servicesare produced, sold and
exchangedinreturn of money. Itiscarried out on
aregular bas swiththeprimeobjectiveof making
profit. Mining, manufacturing, trading,
trangporting, storing, banking, andinsuranceare
examples of business activities.Details about
businessarediscussedin section 1.5 of thislesson

1.4 Personsin employment

inemployment.

Vocation- Sometimes peopleearn their livelihood through vocation. Vocation
bas cally meanspossession of aspecific skill and itsapplication towardsearning
alivelihood. For example people like carpenter, tailor, plumber, beautician,
musician, el ectrician, computer operator etc. aresaid to bein avocation asthey
all possesssome specia skillsto keep themselves occupied either in businessor

Intext Questions 1.2

A Fllintheblankswith suitableword(s):

() Theeconomic activity in which oneisengaged on aregular basisis called

his/her

(i) A professiond requires andtraininginaparticular field.

(i)  Theoccupationinwhich peoplework for othersand earnfixedincomeiscalled

(iv) A professond body regulatesevery profession by laying downthe

for al professionals.

(v) Thetermsand conditionsof employment are decided by the

B  MatchthephrasesincolumnA withthosein columnB:

ColumnA
(@ Primary objectiveof business

ColumnB
()  Specid «ill
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(b) Primary objectiveof professon (i)  Makingprofit
() Essentid requirement for avocation (i)  Profession
(d)  Occupation of aChartered Accountant (iv) Providingservice

1.4 M eaning of Business

Youfind avariety of goodsavailablein the market. You buy those goods asand whenyou
requirethem.Do you know how these goods cometo the market?\Who makesthese goods
andwho bringsthem tothe market? Actudly, all these goodsare produced at some specific
places, then somebody bringsthese goodsfrom the place of production to the market. Only
then we are ableto buy these goods and usethem as per our requirement.

Againyou must have observed some peopleare engaged in activitiesliketransportation of
goodsand passengers, banking, insurance, advertising, supply of electricity, telephoneetc.
Theseareal serviceactivitiesand are performed by the peopleto earntheir livelihood.

Inall the above activities, beit production, distribution, purchase or sale of goodsand
services, monetary gainisexpectedin each caseand d o, they are performed on acontinuous
basis. Thus, businessrefersto any human activity undertaken on aregular basiswith the
object to earn profit through production, distribution, saleor purchase of goodsand services.
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1.5 Business Activities
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Businessmay bedefined as*” an activity involving regular production or purchase
of goods and services for sale, transfer and exchange with an object of earning
profit”.

1.5 Characteristicsof Busness

Theessentia characteristicsof businessareasfollow:
a. Dedsingoodsand services

Saleor exchange of goodsand services

Regular exchange of goodsand services

Requiresinvestment

Aimsat earning profit

Involvesrisk and uncertainty of income.

-~ 0o o0 o

We shall discusseach of these characteristics:

(@) Dealsin goodsand services: Peoplein business are engaged in productionand  |s there any difference
distribution of goods and services. The goods may be consumer goodslikebread, —between cooking food at
butter, milk, tea, etc. or capital goodslike plant, machinery, equipments, etc. The :‘;nr:‘f andin a restau-
services may bein the form of transportation, banking, insurance, warehousing,
advertisng and soon.

(b) Saleor exchangeof goodsand services. If aperson produces or buysa product
for self-consumption or for gifting it to another, heisnot engaged in business. But
when he produces or buysgoodsto sell it to somebody, heisengaged in business.
Thus, in businessthe goods and services produced or purchased must be exchanged
for money or for goods (under barter system) between the buyersand sallers. Without
saeor exchange of goodsthe activities cannot betreated asbusiness.

(0 Regular exchangeof goodsand services: The production or buying and selling
activitiesmust be carried out on aregular basis. Normally, anisolated transactionis
not treated asbusiness. For example, if Rgju sold hisold maruti car to Hari, it isnot
considered asbusiness, unless he continuesto carry buying and selling of carsona
regular basis.

(d) Requiresinvestment: Every businessactivity requiressomeamount of investment
intermsof land, labour or capital. Theseresourcesare utilised to produce avariety of
goodsand servicesfor distribution and consumption.

(e) Aimsat earning profit: Businessactivitiesare performed with the primary objective  Production or purchase of
of earningincomeby way of profit. Without profit itisnot possibleto survivefor alo goodsforfreedistribution

. g . ay P - P POs3 ) ng among the poor victims of

period. Earning of profitisalso required to grow and expand the business. natural calamities, etc. is

. ) ) ) ) considered asacharitable
(f) Involvesrisk and uncertainty of income: Weknow that every businessaimsat  activity and not a busi-

earning profit. Thebusinessmanwho investsthevariousresourcesexpectsafair amount — ness activity.
of return. But, inspite of higher best effort, thereward he/she getsisawaysuncertain.
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Sometimes he/she enjoys profits and al so times may come when he suffers heavy
losses. Thishappensbecausethefutureisunpredictableand businessman haspracticaly

no control over certainfactorsthat affectshisearnings.

Intext Questions 1.3

Rohan, a shopkeeper, isengaged in anumber of activities, which he calls as business.
Examineeach of them and statewhether you agreewith him.

Write* Agree’ or ‘ Disagree’ against each statement:

()  Rohansold bread to customersin hisshop.

(i) Hebought apentogiftitto hisyounger sister.

(i) Hesoldhisoldtelevisionto hisneighbour for Rs. 3,000/-.

(iv)  Rohanbought eggsfromthepoultry farmto sdll to hiscustomers.
(v) Rohansdlsapacket of milk worth Rs. 10 to acustomer for Rs. 12.
(vi)  Rohan bought vegetablesworth Rs. 30 for hishouse.

(vii) Hedistributed biscuitsfree of cost to poor children from hisshop.

1.6 Importanceof Business

Businessisanintegral part of modern society. Itisan organised and systematic activity for
earning profit. It isconcerned with activities of peopleworking towardsacommon goal.
The modern society cannot exist without business. Theimportance of business can be
described asfollows:

i.  Businessimprovesthe standard of living of the peopleby providing better qudity and
largevariety of goodsand servicesat theright timeand at theright place.

ii.  Itprovidesopportunitiestowork and earnalivelihood. Thus, it generatesemployment
inthe country, whichinturn reducespoverty.

iii.  Itutilisesthe scarceresourcesof the nation and facilitates mass production of goods
and services.

iv. Itimprovesnationa image by producing and exporting quality goodsand servicesto
foreign countries. By participating ininternational tradefairsand exhibitionsit also
demonstrates our progress and achievements outsi de the country.

v. Itenablesthe peopleof acountry to usequality goodsof international standard. This
ispossibleby way of importing goodsfrom foreign countriesor by producing quality
goodsinthe country by applying modern methodsof production.

vi. Itgivesbetter returntotheinvestorsontheir capital investment and also provides
opportunitiesto grow and expand the business.

vii.  Itpromotessocid interest by providing tourist services, Soonsoring cultura programmes,
trade showsetc. in the country which enable peopleof different partsof thecountry to

10 exchangetheir culture, traditionsand practices. Thus, it promotesnationd integration.
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viii. Itasofacilitatesexchangeof cultureamong the people of different nationsand thus,
mai ntainsinternational harmony and peace.

ix. It helpsinthe development of science and technology. It spendslarge amount of
money on research and devel opment in search of new productsand services. Hence
anumber of innovative productsand servicesare deve oped through industriad research.

1.7 Typesof BusinessActivities
Broadly, businessactivitiesare classfiedinto two categories:

i.  Indudtrid activities, and

ii. Commercid activities.
Industrial activitiesrefer to activitiesrelated to production or extraction of goodsthrough
utilisation of variousresources. Growing cropsand plants, extracting oil, natural gasand
mineralsfrom the surface of the earth, processing raw materialsinto finished and semi-
finished goods, construction of buildings, damsand bridges are examplesof Industrial
activities.
Commercid activitiesincludesal those bus nessactivitieswhich areundertakenfor sale or
exchange of goodsand servicesand facilitatestheir availability for consumptionand use.
Thus itincudestrading activitiesand other serviceactivitiesliketransport, banking, insurance,
warehousing etc. Theseservice activitiesareknown asauxiliariesto trade or aidsto trade.
They facilitate the businessby carrying goodsfrom the place of production to the place of
consumption, providing finance, undertaking risk, systematic storing of goods etc.

Intext Questions 1.4

A. Givenbeow are somestatementsabout business. Someareright and somearewrong.
Write' R’ againgt right statementsand ‘W’ against wrong statements:

() Businesshasnoroletoplay innationa integration asit only dealsingoodsand
SErVices.

(i)  Businessdoesnot contributeto improvement inthe standard of living of the
people.

@iii)  Industria researchiscarried out to devel op new and innovative products.

(iv) Businessdoesnot allow import of goodsfrom foreign countries.

(v) Busgnesshepinreducing poverty by generating employment.

(vi) Businesscreatesapositiveimage of the country through display and sale of our
productsininternationa tradefairsand exhibitions.

B. Fillintheblankswith appropriatewords:

()  Thebusinessactivitiesconcerned with sale or exchange of goodsand services
arecalled activities.

Business

Industry  Commerce

Trade

Auxiliaries
to trade
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(i) Theactivitiesthat hepincarrying goodsfromthefactory tothemarket, providing
money to business, storing of goodsetc. areknown as

(i) activitiesinclude production or extraction of goodsusing
variousresources.

1.8 What You HaveLl earnt

Activitieswhich human beingsundertake are known ashuman activities. They are of
two types—economic activitiesand non-economic activities. Activitiesundertaken to
earn money are called economic activities. Activities undertaken with social and
psychol ogica motiveare called non-economic activities.

Economic activitiesundertaken on aregular basisto earn one'slivelihood are called
occupations. Occupations are of threetypes: (i) Profession (ii) Employment and
(iii) Business

Professi onisan occupati on requiring speciaised knowledgeand training. A professond
hasto follow certain code of conduct framed by aprofessional body. The primary
objective of every professionisto provide service.

Employment isan occupation inwhich aperson worksregularly for another inreturn
for afixedincome. Hehastofollow thetermsand conditions of employment asdecided
by theemployer.

Businessisan activity involving regular production or purchase of goodsand services
for sale, transfer and exchangewith the object of earning profit.

The characteristics of businessinclude sal e or exchange of goodsand servicesona
regular basis. Itinvolvesinvestment of money with the objective of earning profit but
theremay berisk and uncertainty of return.

Businessisimportant for society sinceit helpsinimproving the standard of living,
generates employment and reduces poverty. It utilises scarceresources, facilitates
mass production of goods and services, promotesimport and export of goodsand
servicesand leadsto improvement of nationa image. It givesbetter returntoinvestors
and providesopportunitiesfor devel opment of science and technology. It promotes
nationa integration andinternationa peace and harmony

1.9 Terminal Exercise

Givetwo exampleseach of economic and non-economic activities.
Distinguish between Economic and Non-economic activitieson the basis of
() Purpose

(i) Outcome
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10.
11.
12.
13.
14.

15.

16.
17.

What ismeant by an occupation?

Explain any two characteristicsof employment.
Explainany two characteristicsof profession.
Definetheterm‘business'.

Why do wecall aperson doing carpentry asengaged in avocation?

A cobbler making shoesfor himself isnot engaged in business, why?
Describethemain characteristicsof business.

What ismeant by business? Describe any two characteristicsof business.
How isbusinessdifferent from professon? Answer in about 60 words.
Discussthe broad categoriesof businessactivities, giving examples?
Explainthethreetypesof occupationspeoplearegeneraly engagedin.

If thereisno regularity in dealings, an activity cannot be called business. Do you
agree? Givereasonsin support of your answey.

Despite uncertainty of return why isabusinessman willing toinvest money inthe
business?

Explaintheimportance of businessin modern society.

What will happenif thereisno businessactivity intheworld? Giveyour answer in
about 100 words.

1.10K ey to I ntext Questions

1.1A @T, (MF ©T, T (F

B (i) Non-economic, (ii)  Economic, (iii) Non-economic, (iv) Non-economic
(V) Economic, (vi) Non-economic, (vii) Economic

1.2A (i) Occupation, (ii) Speciaised knowledge, (iii) Employment, (iv) Code
of conduct , (v) Employer

B @ (i), (b)(iv), (c) (i), (d) iii)

1.3 ()Agree (i) Disagree, (iii) Disagree, (iv) Agree, (v) Agree,
(vi) Disagree, (vii) Disagree

1L4A  (OW, (i)W, (iR, (v) W,(v) R (Vi) R
B (i) Commercid , (ii) Auxiliariestotrade, (iii) Industria
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Activity for You

1.  Findout fromtenworking peoplearound you what they doto earn aliving. Classify
theseunder Business, Profession and Employment.
2. Taktoashopkeeper or any other businessman and find out
e thetypeof goodsor servicesthey ded in;
e theresourcesthey inves, likeland, labour and capital, etc.
e therisk and uncertaintiesthey facein earning profit.

14




