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—~Kgygkearning Goals_

This topic discusses the nature of business activity,

particularly those
factors of Input, function and output Invoived In business activity.

What is business activity?

Business activity refers to the specific things done by a business in order to produce an output
— a good or a service. The nature of business activity is illustrated in the following figure

world events, population trends,
legislation and regulation,  competition, consumers, environmental factors,  pressure groups

4 U U

External influences; government, economic climate,

Input: Production Marketing Finance Output:
Land Functions Goods
Labor — ————""> Services
Capital Waste
Entreprencurship Administration HR R&D

Figure 1 -1 The Nature of Business Activity

Business resources ( input)

Businesses must use resources or factors of production in business activity. Generally,
there are four basic factors of production for a business to carry out the business activity.
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Table1 -1 Four Basic Factors of Production

Business resources ( input) :
1) Land or natural resources
2) Labor or human resources -
3) Capital

4) Entrepreneurship

1) Land is not just the “land” for factory or company buildings. It may include other
natural resources, such as coal, diamonds, forests, rivers, lakes, and soil.

Natural resources may be renewable or non-renewable resources. Examples for
renewable and non-renewable resources can be seen in the following table:

Table 1 -2 Examples of Renewable and Non-renewable Resources
Renewable Résourcw; E . Non~repewable Resources :
Forest : : Coal
Fish Diamonds
Water , Oil
Solar energy L ‘ Gold
Oxygen . Silver

2) Labor is the workforce of business. They are paid wages or salaries for their

services. Here are three members of the workforce in a business.

Table 1 -3 Members of the Workforce in a Business

Members of the workforce in a business:

1) Manual workers i
2) Skilled workers ‘

3) Management

3) Capital is sometimes called artificial or man-made resources, such as tools,
machinery, and equipment. They are called capital because they are wealth or money used to
start a business or to create more wealth.
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4) Entrepreneurship refers to the willingness to take risks to create and operate a

business.

Business functions

Business functions are parts of a business’s operation system, which work together to

achieve an objective. Major functions a business carries out may be seen as the following

table .
Table 1 -4 Six Types of Business Functions
Business Functions Brief Explanation
. Changing natural resources into pmdudtsﬂsuchas producing coal in a coal
e Production : . i & :
mine, constructing a house in a building site, etc.
, Marketing activities, such as market research, adverﬁsing , promotion,
e Marketing ; - .
distribution, etc
Control of money in a ‘business, recodmg ﬂnanclal transactions,
* Finance '
contmllmg the flow of money, etc.
Communicaﬁon  producin g‘ documents for meeting, dealing with
¢ Administration : g g 7

,enqmncs ammgmg visits, etc.

HR ( Human resources )

Management of people, such as recnuunent lramg, health and safety,
payment system and perfonnance assessment, etc.

L ]

R&D (research and
development )

Research on new products, research on new technol@gy et

Attention .

Business functions should be highly integrated ( fitting well with each other). For
instance, production is influenced by marketing; marketing is influenced by human resource
and finance departments in a company. All parts must corporate and work together to produce

a product or service.

Business output — products or services

All businesses will produce goods or services as well as some waste materials.
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<> Goods — consumer goods or capital goods
<> Services — such as banking, insurance, transportation, gardening, haircutting, car
repairing, etc.

<> Waste materials — useless or even dangerous things

Differences between consumer goods and capital goods

Consumer goods are goods which are sold to the general public, while capital goods are
goods purchased by businesses and used to produce other goods, such as: tools, equipment,
machinery, etc. Computers, however, may be consumer goods or capital goods at the same
time. '

Consumer goods may fall into two types: durable goods (usually lasting for a long
time) and non-durable goods (usually lasting for a short time). See some examples for them
in the following table.

Table 1 -5 Examples of Durable and Non-durable Goods
Durable goods; . Non-durable goods:
[] Television ' ; [] Food
[] Books ] Newspapers
[ Cars : [] Drinks
[ Furniture [] Soaps
Bl : A £

Questions for review

1) State the definition of business activity.

2) State the definition of factors of production and the three factors of production.

3) Explain the six functions involved in the business and the reason why they must be
highly integrated.

4) Explain the differences between capital goods and consumer goods.

Case Study

Let’s assume that you are now visiting Lining Clothing Manufacturer’s Factory in
Guangzhou City. This factory produces various clothing products, such as shirts, trousers,
overcoats, as well as hats. ‘ :
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Please discuss in groups and make a presentation after discussion.

Questions for discussion

1) Please give examples of resources: land, labor, and capital that the factory may be
using. '

2) What six business functions may be carried out in the factory? Please explain your
answers by giving examples as well.

3) What types of products is the factory producing? Consumer goods or capital
goods?

business activity 4% EE 2

factors of production 4 = % #

business resources 4~k Kk

natural resources E & H &

human resources A 71 K&

renewable resources 7 B A KK

non-renewable resources <5 B4 Kk
workforce #aHA O, THEAR LXK

business functions 4L ERAE (3R 1) .
R & D (research and development) &AL XK ,AE
consumer goods K £ H %

capital goods A £ &

durable goods & H &

non-durable goods 3k & 5o



Wrning Goals.

This toplc continues the discussion of business activity, focusing on the

external influence factors on business activity as well as the classification of

business activities.

External influences: government, economic climate, world events, population trends,

legislation and regulation, competition, consumers, environmental factors,  pressure groups

I ) U

Input: Production Marketing Finance Output:
Land Functions Good
Labor — " =" Services
Capital Waste
Entrepreneurship Administration HR R &D

Refer to Figure 1 -1 The Nature of Business Activity

External factors affecting businesses

Business activity is affected by quite a number of external factors. It is not enough for a
business only to consider and control resources and functions. External factors may have a
great deal of influence over a company’s business activity or its managers’ decisions, and
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may prevent its growth, development and profitability. But these external factors are usually
beyond the control of the business.

Major external factors are briefly explained in the following table:

Table 2 -1 External Influence Factors on Businesses

External Factors Brief Explanaﬁon

Influences may come from government pohcy, govemmeut spendmg,
govemment mvestment on infrastructure, etc.

1) The government

2) Economic climate Busmesses ate influenced by stable or unstable economic condxtmns ;
3) World events Inﬂuences from drought for growing rice, ﬂoodmg, war, ctc
4) Competition Local compeuuon mmonal competition mtematmnal compeuuon etc.

Inﬂuenccs from consumer taste changcs low-fat food green food new
styles of wearmg,

5) Consumers

6) Population trends Such as agmg trends, smgle—parent famﬂ,y, more mmonty g;mups, etc.

Influences from changes i law, regulamms for prodmmg dr cxpartmg a
7) Legislation snd repulation | -
certain product, etc. ‘

8) Environmental factors Waste disposal requirement qéing—recyci;e‘d matenals, efe,

9) Pressure groups Influences may come from local commﬁnities', moﬁéy lcndafs, etc.

Questions for critical thinking

Please give at least some real examples for each of the external influences over a
business in the following table:

Some examples for each of the following external influences over a business:
> The government:

> Economic climate ;

> World events; )

> Competition ;

> Consumers’ taste change:

> Population ;

> Legislation and regulation:
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> Environmental factors:

> Pressure groups:
Markets

What is market?
Market is any place where the buyer and the seller communicate to exchange goods or

services. A business may be interested in one of the following markets listed in the table:

Table 2 -2 Categories of Markets

Categories of markets:

e Consumer goods markets — where foods, clothes, magazines, newspapers . .. are sold.
o Services markets — where banking, insurance, repairing, cleaning, etc. are prbvided.
o Capital goods markets — where machines, equipment, and tools, etc. are sold.

e Labor markets — where people. are hired.

o Housing markets — where people buy and sell properties.

¢ Money markets — where money is bought or lent.

e Commodity markets — where raw materials are bought and sold.

Where does a market exist?

Places where buying and selling can be carried out in many forms, such as open air
markets for people in the village, shopping centers or super markets for people in the city,
and so on. In addition, a market or the buying and selling activity may also take place over
the telephone ( telephone selling) , through mail order ( mail selling), through TV (TV
shopping) , and via internet (online shopping) , etc.

Classification of business activities

Business activity is often classified by the type of production that takes place. There are
three common methods of classifying business by the type of production, which can be seen
as the following table ;
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Table 2 -3 Three Types of Production

Types of Production Brief Definition

Activities which take the natural resources from the earth, i. e. extraction
1) Primary production

of raw materials, such as oil or coal; the growing of food or crops -

Manufacturing, processing, and construction, which change raw materials

2) Secon roduction
) o i into goods

Providing various services, such as banking, insurance, tourism, and

3) Terti roduction
) o transportation, etc.

In addition, there are other methods of classifying businesses, which are as follows:

® By the size of a business:

According to the British Standards regulated by Department of Trade and Industry,
businesses can be .

1) Small firm; 0 — 49 employees, no more than GBP2. 8 million turnover

2) Medium firm; 50 - 249 employees, no more than GBP11,2 million turnover

3) Large firm: over 250 employees, more than 11.2 million turnover

e By the geographical area of a business:

1) Local business

2) Regional business

3) National business

4) International business

e By the sector of a business: _

1) Private sector business; such as sole trader, partnership, private limited company,
public limited company

2) Public sector business: such as China Railway, China Airway, China Mobile,
PetroChina, etc. ‘

e By the ownership of a business:

In China, businesses can be classified as:

1) Private-owned business

2) Collective-owned business

3) State-owned business

4) Joint-ventures

5) Foreign company . ..
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Questions for critical thinking
Please list at least five business activities in your local town for each type of production:
a) Primary production:

1)
2)
3)
4)
5)
b) Secondary production:
1)
2)
3)
4)
5)
¢) Tertiary production:
1)
2)
3)
4)
5)

Questions for review
1) State the external factors affecting the business.
2) State the definition of markets and the types of markets.
3) Explain the three major types of production.
4) Explain the methods of classifying businesses in addition to the three categories of

production.

Case Study

, Carr Meats Ltd. is a family meat wholesaling business in Oxfordshne It was set up m
the 1980s and employs 30 staff. It sells a range of meat products (mamly beef ) to general
retailers in the area. Since the company began, sales turnover and pmﬁts had nsen stcadﬂy



