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CHAPTER ONE 1

CHAPTER ONE

FUNDAMENTALS OF
COMMERCE AND TRADE

Pre-reading Questions:

Try to answer the following questions before you read
this chapter:

1. What is the basic necessities of human life ?

2. How did trade originate ? .

3. What does commerce embrace ?

4. How are specialization, trade, money and capital inter-
related ¢
What is meant by "supply” and "demand” ?
6. What can affect market prices under pure competition ?
7. What is the difference between "free-market economy”

b

and "planned.economy” ?
8. What forms of business ownership are most common in
the United States?
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LESSON 1
Wants, Production, and Commerce
TEXT

A few thousand years ago, our wants would have been
comparatively simple and confined to the basic necessities of
life——food, clothing and shelter. Life was rough, cheap and
uncomfortable, but it was also uncomplicated. Men lived by
hunting, and a strong arm and a keen eye were the things that
mattered most,

As civilisation advanced, some tribal and village commu-
nities began to rear fow! and domesticate a few animals. This
eased the day-to-day worry of hunger, which had always been
present when man relied only on hunting and fishing to supply
his needs.

The nomadic tribes of north Africa and Asia moved con-
tinually in search of water and new pastures. The cave
dwellers learned to build huts and encampments near rivers,
and began to cultivate small patches of vegetables and the first
grain crops. Thus the prehistoric trades of hunter, fisherman,
shepherd and farmer emerged, the earliest forms of division of
labour.

Following this early division of labour came systems of
barter. Barter is an exchange of goods for goods, or of service
for goods,in which money is not used. Thus an individual,
perhaps a shepherd,who produced more than he needed(a sur-
plus) would barter a surplus sheep for the six surplus hens of
another man.

The development of barter is important, because it was
the beginning of trade, an important part of commerce. As a
means of exchange, however, it was not satisfactory; it is, of
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course, difficult to decide whether one sheep is worth exactly
six hens.

The biggest drawback to barter, however, is that a man
who wants to barter has to find someone who has something to
exchange that he wants and who is also willing to accept what
he has to offer in exchange. This is known as the "double inci-
dence of wants. ”

Barter still continues among primitive races, such as the
pygmies of central Africa, but more civilised peoples, with
much greater development of trade, have found it necessary to
establish something by which value can be measured, and can
be used as a medium of exchange. For us, money is a measure
of value: we can express in money exactly what we think
something is worth. It is also a medium of exchange: we can
give money in exchange for goods.

Wants follow closely upon the heels of thoughts and de-
sires. We think about a thing, and the desire to possess it or
do something about it becomes a want. Most wants can be sat-
isfied by a money payment, but there are, of course, excep-
tions, such as love, friendship, kindness, fresh air, sunshine
and rain. Vital though these are to our emotional and physical
well-being, they are free, and we put no price on them.

Young children’s wants are comparatively few and simple,
and are mainly for sweets, toys and books. Parents buy their
clothes and try to provide them with suitably balanced diets.
As children grow older, their wants become more complex
they expect a greater variety of food, clothes and other, more
expensive, possessions.

Our wnats seem to be never-ending, but have to be limit-
ed to the earning capacity and buying power of the family.

All kinds of food and goods must be produced to satisfy
our wants. The products of the earth, the soil and the sea
must be gathered and changed to a finished and saleable state.,
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The gathering and changing of materials in this way is known
as production, which therefore include industry. Industry may
be of different kinds. Extractive industry is concerned with
gathering the products of the earth, as in coal mining; manu-
facturing industry is concerned with making goods out of raw
materials, as in engineering.

Comumerce is concerned with the business activities which
are necessary during production and, particularly, after it. Al-
though commerce does not include the gathering and manufac-
ture of goods, it does include the buying, importing and stor-
age of raw materials. When production is complete , commerce
is involved in all aspects of moving and exchanging the goods.

Thus, commerce embraces all business activities involved
in;

(a) changing the form of produce and material,

(b) transporting raw material and finished goods,

(c) transferring the ownership or possession of raw mate-

rial and finished goods.

In particular, commerce includes such activities as trade,
transport and communication, warehousing, banking, insur-
ance and advertising.

NEW WORDS & PHRASES

commerce ['komas] n.  the buying and selling of goods; trade ol
confine [kan'fain] v. to enclose within limits B2 &
tribal ['traibal] a. of tribe MEW; Fikm
rear [ria] v. to bring up; care for during the early stage of
life s F 3k
fowl [faul] n. a bird used as food EE
domesticate
[da'mestikeit] v. to tame YiL; 158
ease [iiz] v. to-take away (pain or worry)

BERGEE, fi8%)
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nomadic [nou'madik] a.
pasture ['pa:stfa] n.
dweller ['dwela] n.

encampment
[in'kseempmant ] n.

cultivate ['kaltiveit] v.

barter ['ba:ta] v.

n.
drawback ['dro:beek ] n.
incidence ['insidons] n.
primitive ['primitiv] a.

pygmy ['pigmi] n.

extractive
[iks'traektiv] a.

embrace [im'breis] wt.

not living in one place for long

PR i HR N
land where grass is grown and where cattle is
fed on W%
a person or animal that lives in the stated place

BR

Lig-28" -1

to plant, grow or raise Pries s
to exchang goods or services without using

money ¥ 5w

the practice of bartering

disadvantage AH|; R

i E

belonging to the earliest stage of development of

life or of man JF R

E i3 NI S5 INT: JN

> AT A 5 AT $EER (Y
B Ay

to include

BUSINESS TERMS &. EXPRESSIONS

division of labour
business activity
earning capacity
buying power

%5 T
#5153
e e Ay

LB

NOTES

1. This eased the day-to-day worry of hunger, which had al-
ways been present when man relied only on hunting and
fishing to supply his needs.
iiﬂﬁﬁ]’}\ﬂ]Bﬁ’mmﬂgm‘lﬁsEA%ﬁﬁﬁfé‘*ﬂﬁ@?ﬁE
A T TR B 2R G K G A L
ease v. to take away pain or worry 4% € TNk ))
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e.g. Economists have devised new measures to ease the
problem of inflation.

. Following this early division of labour came systems of
barter.
HHEEXHEMNFNT T=ETHRIR,
XR—NELBIH, systems of barter BHFH 15,
systems of barter B TH; UG KE. BERSSH,
BRTAREURBS O F BRESMENEOMGD
HESFEKR MR LR,

Vital though these are to our emotional and physical well-
being, they are free.
REXBREXN T RN ERMYEREIEEETE, B0
HR BB,

Vital though these are J&—/MB%E4H], %4 TF though these
are vital,

extractive industry RH#E T v 5% Tl (BEL MR,
Ak Bl HBAR, FBEIE Al F AT LA K ol 45D,

EXERCISE

I'. Answer the following questions according to the text;
What was the life like a few thousand years ago?
What are the basic necessities of human life?
Explain the term "barter”,
How did trade originate?
What is meant by "double incidence of wants” ?
Can money satisfy all the wants? What are exceptions?
What are the main differences between "industry” and
”commerce” ?
8. What activities does commerce embrace?
L. "True” or "False” questions;
1. A few thousand years ago, man relied only on hunting
and fishing. They needed only a strong arm and a keen
eye.

Nk W
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. The prehistoric trades made the cave dweller build huts
and begin to cultivate grain crops.

. Money has been established to be used as a medium of
exchange.

Love, friendship and kindness are very important to
our emotional well-being and cannot satisfied by a
money payment. '

. Our wants are limited to the earning capacity and buy-
ing power of the family.

Manufacturing industry is concerned with gathermg
the products of the earth.

. The business activities are necessary during and after
production.

. Commerce includes not only the gathering and manu-
facture of goods but the buying, importing and storage
of raw materials.

I . Find the definition in Column B to match the terms in Col-

umn A
A
1. commerce
2. barter
3. primitive race
4, raw material
5. trade

6. surplus

7. buying power

B

a. the business of buying, selling
or exchanging goods

b. additional to what is needed or
used

¢.an exchange of goods without using
money

d. people belonging to the earliest
stage of development of life or of
man

e. the ability of purchasing

f. the ability of getting money by
working

g- the natural substances from which
goods are made



