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Essentials of Business

1. Brainstoming. Work with your group to think out as many
words / phrases expressions as posslble about business.

Persons or orgam- ' Places where business activi- v Otlla' tems freqlmtly med"
zatlons m business , ties are being conducted mbminmoperauon

company

2. Pairwork. Discuss the following questions with your partner.
1) What do you think are business activities?
2) Why do people do business?
3) Have you any experience in a certain business before? What kind of bus-
iness is it?
4) What do you think is the most important quality a businessman should have?

The Nature of Business

usiness is the human activity related to material things. It is necessary for
B civilization. It is found in all societies, even the simplest ones. Business
may include the production of goods: Making airplanes, building buildings, and
constructing paper boxes are examples of production. It can also provide the fi-
nancing for these activities. Lending money, trading stocks and bonds, and sell-




ing insurance policies relate to the securing of capital for business activities.

Other forms of business include merchandising, which is the selling of products,

and providing various services, such as accounting, distributing, and repairs.

Business, then, is the activity of producing and distributing goods and services.

In our study of business,

it is necessary to understand

the four basic factors of pro-

duction. These four factors

are land, labor, capital, and

entrepreneurship. What is
meant by these four terms?

In order to produce things,

it is necessary to use land.

Here, the term “land” is used in

the most general way. It refers

£ not ‘only to a piece of real estate

 where we might build a factory,

= but it also means all the raw

o0 - materials used for production.

Some of these raw materials are

found on the earth’s surface,

such as trees, which yield wood

for lumber. Other raw materials

are found under the earth’s surface in mines and oil wells, and still other raw materi-

als may be extracted from the air. All the raw materials for production come from the

land, the air, and the oceans.

Labor refers to the use of mental or physical work to produce goods. Most
labor changes raw materials into finished products and then distributes these to
buyers. In industrialized countries, labor is generally more mental than physi-
cal. For example, in both manufacturing and agriculture, machines accomplish
the very tiring physical work that unskilled laborers used to do. In other coun-
tries computers programmed robots and other forms of data processing equip-
ment perform many of the jobs which used to require a lot of mental labor.
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Therefore, to a certain extent the next factor, capital, can be used to replace
labor or reduce the amount of physical and mental labor that humans have to
use in order to conduct business.

In everyday language, capital means several things. The most general meaning is
wealth or money. But it also refers to the equipment that money purchases. As one of
the basic factors of production, capital is all of the things that workers use in produc-
tion and distribution. It includes their tools, machines, and buildings such as factories
and warehouses where goods are produced and stored. Capital, therefore, refers to
anything that helps to produce and distribute goods.

Putting together land, labor, and capital to make something of value, is called
entreprencurship. The entrepreneur is the person responsible for controlling and di-
recting the other three factors. The entrepreneur does not make things with his own
hands unless he is also a worker. In a business the workers take orders from the entre-
preneur. He is the leader, and the employees follow his direction.

Entrpreneurship includes some other important activities. The entrepreneur
is responsible for initiating business activity. He must begin his business by
bringing together the land, labor, and capital. Next, he must manage the busi-
ness by deciding the general polices for business operation. In order to be suc-
cessful, an entrepreneur must also be innovative. He must look for new prod-
ucts or new ways of making things, and new methods of distribution, or he must
offer new services. He must be able to.decide on the value of things that other
people invent, whether it is a new toy, a new method of filing, or a new way of
advertising. Finally, he bears all the risks of the business. -

Everyone connected with a business shares in the risks of the business.
When a company goes bankrupt, that is, becomes unable to pay its debts, it
causes problems for many people. It is hard for the employees who may have to
seek work elsewhere; the customers must look for another place to buy their
products; creditors usually lose some of the money that they have lent to the
company. But the entrepreneur takes the biggest risk. If the business succeeds
or fails, he must pay them up to the limit of his ability to pay. If he is skillful —
and lucky — the money he receives from his business venture will pay for the
land, labor, and capital, and there will still be some extra money remaining for
him. This extra money is the profit. If the money he receives from the business



venture is not enough to pay all of the costs, the difference is a loss.

New Words and Expressions







Notes

— -
1. provide the financing for: conduct the business of providing money for.

2. insurance policies; documents which show the condition of an insurance
contract (F£Re3). '
3. the securing of capital. getting money for somé business. ‘
4. to a certain extent: to a certain degree.
5. up to: as far as; to and including.
e.g. Please count from 1 up to 10.
Everyone works, from the boy who sweeps the floor up to the President.

1. Read the text carefully again and discuss the following
questlons.

1> What does “business” mean in the text?




