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Foundations of Business 


    Topics Covered:

· Meaning of Business

· Features of Business

· Objectives of Business

· Requisites of a successful Business

· Scope/ branches of Business

· People in Business 

· Model Questions

MEANING OF BUSINESS

Business is an organized and systematized human activity involving production and purchase of goods and services with the objectives to selling them at a profit. We can say that Business concerns with buying and selling goods, manufacturing goods or providing services in order to earn profit. 


FEATURES OF BUSINESS

· Continuity in the exchange of goods and services: 

In a business, there should have a continuous flow of goods or services. Otherwise, it will not be treated as business.   

· Value addition:

 Business must add something of value to the society and organization. 

· Risk Taking:

The owners of a business should have the attitude of taking risk. Risk is involved in any kind of business. 

· Transfer of title: 

In a business, one party transfers its title to another party. For example, business transfers its tile of products or services to its consumers in exchange. 

· Profit or Loss: 

In a business, there is probability of profit or loss. Sometimes business firm makes profit and sometimes incurs or bears loss.  




OBJECTIVES OF BUSINESS

Economic Objectives: 

Profit earning
Employment generation
Demand creation
Risk taking
Survival and growth
Contribution to regional economy

Social Objectives:


Improving Environment
Energy conservation

Participating social working
Improving standard of living
Maintaining good networks with people 

REQUISITES OF A SUCCESSFUL BUSINESS 

I. Clear Objectives: 

To be a successful business organization, it should have a clear objective both long run and short run objective. 

II. Effective Planning: 

Planning is to decide in advance what shall be done in future. So effective planning can make a business successful. 


III. Sound organization: 

Sound organization helps in creating a proper organization structure which in turns helps in making an organization successful.  

IV. Market research capability: 

The organizer of a successful business must have the capability of research the market for identifying demand of its goods and services. 

V. Finance Knowledge:

An organization deals with several financial activities. So the manager of a successful business organization should possess knowledge of finance. 

VI. Proper plant location and layout:

 The location of a business should be proximate to the customers and suppliers and layout of factory plant should be effective for smooth production. So proper factory location and layout is very important in this regard. 

VII. Effective Management: 

Overall management of a business organization should be effective and efficient to be a successful business. 

VIII. Harmonious relation with employees: 

Employees play an important role in all activities. So relations must be harmonious and cordial with the employees. 

IX. Risk taking capability:

The organizer of a business should have the capability of taking risk as the proverb says, “No risk no gain”. 


X. Consideration for social responsibility: 

A successful business owner always considers the better of the society. In this way, they should perform some social duties as it is always appreciated by the society. 


SCOPE/BRANCHES OF BUSINESS 




· Industry: 

Industry means, all factories or companies or processes involved in the manufacturing of products. 

· Commerce:

 It includes all the activities, which are necessary to bring goods and services from the places of their production to the place of their consumption.   

· Trade: 

Trade in fact, is a branch of commerce itself. It is a final state of business activity involving sale and purchase of goods. 


PEOPLE IN BUSINESS 

I. Owner/Entrepreneurs: 

Owners or entrepreneur are those people who take the risk of initiating a business. They provide capital for starting business. 

II. Managers: 

Managers are those people who are responsible for executing the decision of the upper level. They make the things done through others. 

III. Employees: 

They are lower middle or operation level workers engaged with the activities as directed by their top boss. 

IV. Consumers: 

The demand of   a product is created as the consumers consume it. So consumers are the ultimate buyers of an organization’s products.  













In the above fig. You see the different entities involved in any business and the way their relationship works. Owners sit at the top as they finance the business and hold power. Next comes the managers who are salaried person hired by the owners for their expertise. Managers serve the interests of the owners. Non-managerial employees, they secure the third position for they are less powerful compared to the managers and so ranked accordingly. In the traditional view, customers are positioned at the bottom, because all of the business efforts made by people from top to down is designed and targeted towards the customers.







Modern view has an opposite view. It positions customers at the top. Tremendous competition has compelled businesses to focus at the customers in the first place. Employees are given the second priority ‘cause it is the employees who drive the engine of a company. When employees are motivated to work, only then they can ensure customer satisfaction. In modern concept, employees are treated as internal customers to the management. A hot saying goes like – unsatisfied internal customers cannot make satisfied external customers. At last, owners held the least in terms of power. It is a true democratic situation where customers are empowered utmost. Modern companies do recognize that way and offer a bundle of employee benefits.

Model Questions:

1. What do you understand by Business?

2. Describe the features of Business.

3. State the objectives of Business.

4. What are the requisites of a successful Business? Discuss.

5. Discuss the scope/ branches of Business.

6. Who are the people involved in Business? Discuss traditional and modern view in this respect. 
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