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Chapter 1 Business and its Environment

Business is both an economic activity and a way of life for countless people all over the
world . In its broadest sense, business refers to all profitseeking activities that provide goods and
services that customers want, ranging from a hot dog stand or a news stand in the street comer to a
huge company with hundreds of thousands of employees and billions of dollars in sales. Businesses
provide us with necessities such as food, clothing, housing, medical care, and transportation, as
well as many other things that make our lives easier and better. They also provide people with the
opportunity to become wealthy. Sam Walton of Wal-Mart began by opening one store in Arkansas
and, over time, became the richest person in America a few years ago. Bill Gates started Microsoft
and 1s now the richest person in the world.

Compared with many countries, the United States makes it pretty easy to start a business. All
you have to do is change the message on your answering machine, buy a personal computer, create
a Web site, or sell your products over the telephone. In some countries it can take 6 months to
create a charter (the equivalent of a U.S. corporation) , and the minimum investment needed to
start a corporation can be high: $ 35,000 in Germany and $ 60,000 in South Korea. In China
you do not need to go through as many formalities as you used to in order to start a business

nowadays, and the minimum investment varies with the type of business you will get into.

Business as an Economic Activity

Of course starting a new business does not guarantee that you will be successful. That takes
plenty of hard work. Many factors contribute to the success of the business - like management,
research, innovation, timing, location, product appeal, pricing, money, and customer
satisfaction, to name just a few. To be successful, a business must at least (1) provide value to its

customers, (2) be profitable, and (3) be managed efficiently.

Customer Satisfaction

The product or service offered by a business must have utlity for customers to want to buy it.
Customers find utlity, or satisfaction, in items whose benefits are available when and where they are
wanted. A high-quality stereo, a useful computer-repair service, or a very average late-night pizza
parlor all have utility if they are in the right place at the right time.
«M a corporation, International Business Machines (IBM) has succeeded in satisfying its



