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By the end of this uni::t}jStudents will
M Gain a basic knowledge about business
7 Be familiar with

[ Use present simple |

rmat of an English letter

se

[ Be able to expréérs their ideas about online shopping

Time Schedule

Class Content

Homework

Sections I-11

Section I11

Lead-in

Students discuss different business activities and differentiate
between goods-producing and service-providing businesses.
Reading

Allow students a few minutes to go through the text and finish the
comprehension tasks.

Explain the key language points.

Vocabulary
Students finish the vocabulary task and are offered more information

about these key words.

Extended Book

reading

Extended Book
vocabulary,

grammar
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Grammar and translation
Teacher explains the present simple tense with examples; students
finish exercises.

Translation

Students finish the translation task.

Writing Extended Book
Students discuss how to write a letter. Teacher provides more oral practice
information and asks students to write a business letter according
to the model.

. Listening

Sections 1V-VI . . .
Students finish the listening task.
Communication Skills

Students study the sentence patterns together.
Speaking

Students study the sample dialogue and practice it.

The History of Business
One of the first people to describe business processes was Adam Smith in his famous (1776)

example of a pin factory. Inspired by an article in Diderot’s Encyclopedia, Smith described the
production of a pin in the following way:

“One man draws out the wire, another straightens it, a third cuts it, a fourth points it, a fifth grinds
it at the top for receiving the head. To make the head requires two or three distinct operations: to put it
on is a particular business, to whiten the pins is another... and the important business of making a pin
is, in this manner, divided into about cighteen distinct operations, which in some manufactories are all
performed by distinct hands, though in others the same man will sometimes perform two or three of

them.”

The Meaning of Business
A business is an organization that provides goods and services to others who want or need them.

While many people think of business careers, they often think of jobs in large wealthy corporations.
Many business-related careers, however, exist in small businesses, non-profit organizations,
government agencies, and educational settings. Besides, a degree in business isn’t needed for you to
obtain many of these positions. In short, every sector of an economy needs people with strong overall

skills that can be applied to business tasks.



Unit 1 Business Kaleidoscope

Scope of Business
There are a wide variety of carcer areas that exist in business settings. Some of these include:

*  Accounting *  Marketing

*  Administrative management *  Operations management

*  Business management *  Public relations

*  Finance * Purchasing / merchandising
*  Human resources * Retail management

* Information systems * Sales, etc.

e Insurance

Business Resources
Resources are needed by businesses to produce goods and services. The four main groups of

resources are land, labor, capital and enterprise.

1. Land
Land refers to natural resources, such as rivers, forests, minerals and oil. Land is needed to grow

crops or build factories to produce goods to meet customers’ needs and wants.

2. Labor
Labor refers to the efforts of the people involved in the production of goods and services.
Farmers, receptionists, tour guides, chefs, bus drivers, engineers and teachers form part of the labor

force.

3. Capital

Capital refers to buildings, equipment and machinery used to manufacture goods and services.

* Fixed capital — This includes machinery, factories, equipment, new technology, buildings,
computers, and other goods that are designed to increase the productive potential of the
economy for future years. Nowadays, many consider computer software to be a form of fixed
capital and it is counted as such in the National Income and Product Accounts of the United
States and other countries. This type of capital does not change due to the production of the
goods.

*  Working capital — This includes the stocks of finished and semi-finished goods that will be
economically consumed in the near future or will be made into a finished consumer goods in
the near future. These are often called inventories. The phrase “working capital™ has also been
used to refer to liquid assets (imoney) needed for immediate expenses linked to the production
process (to pay salaries, invoices, taxes, interests ...) Either way, the amount or nature of this
type of capital usually changes during the production process.

= Financial capital — This is simply the amount of money the initiator of the business has
invested in it. “Financial capital” often refers to his or her net worth tied up in the business
(assets minus liabilities) but the phrase often includes money borrowed from others.

*  Human capital — Contemporary analysis distinguishes tangible, physical, or nonhuman
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capital goods from other forms of capital such as human capital. Human capital is embodied
in a human being and is acquired through education and training, whether formal or on the
job. Human capital is important in modern economic theory. Education is a key element in
explaining economic growth over time (see growth accounting).

 Intellectual capital — A more recent coinage is intellectual capital, used especially as to
information technology, recorded music, or written material. This intellectual property is
protected by copyrights, patents, and trademarks. This view posits a new Information Age,
which changes the roles and nature of land, labor, and capital. During the Information Age
(circa 1971-—-1991), the Knowledge Age (circa 1991 to 2002), and the Intangible Economy
Age (2002~ —present), many see the primary factors of production as having become less
concrete. These factors of production are now seen as knowledge, collaboration, process-

engagement, and time quality.

4. Enterprise
Enterprise refers to the use of business resources to produce goods and services, and earn profits.
An entrepreneur is a person who takes risks to start and run his own business. Some entrepreneurs own

small businesses while others run large firms.

5. Entrepreneurship

Entrepreneurship is a factor of production. In markets, entrepreneurs combine the other factors
of production, land, labor, and capital in order to make a profit. Often these entreprencurs are seen as
innovators, developing new ways to produce new products. In a planned economy, central planners
decide how land, labor, and capital should be used to provide for maximum benefit for all citizens.
Of course, just as with market entrepreneurs, the benefits may mostly accrue to the entrepreneurs
themselves.

The word has been used in other ways. The sociologist C - Wright Mills refers to “new
entreprencurs” who work within and between corporate and government bureaucracies in new and
different ways. Others (such as those practicing public choice theory) refer to “political entrepreneurs”,
i.e., politicians and other actors.

Much controversy rages about the benefits produced by entrepreneurship. But the real issue is
about how well they operate in serving the public. This concerns such issues as the relative importance

of market failure and government failure.

Business Operations

Business operations are those ongoing recurring activities involved in the running of a business
for the purpose of producing value for the stakeholders. They are contrasted with project management,
and consist of business processes. The outcome of business operations is the harvesting of value from
asscts owned by a business. Assets can be cither physical or intangible. An example of value derived
from a physical asset like a building is rent. An example of value derived from an intangible asset
like an idea is a royalty. The effort involved in “harvesting™ this value is what constitutes business

operations.
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¥

Business operations encompass three fundamental management imperatives that collectively aim
to maximize value harvested from business assets (this has often been referred to as “sweating the
assets”):

*  Generate recurring income.

* Increase the value of the business assets.

¢ Secure the income and value of the business.

Objectives of Business
Businesses must achieve their objectives to remain in operation. Lists of business objectives

generally include such factors as:

*  Survival, growth & social responsibilities — Survival is an obvious objective and growth
is another objective because business does not stand still. In resent years, meeting social
responsibilities has been recognized as an important objective of business.

*  Profit — The profit objective plays the major role in business. Successful business organizations
carn a profit because their goods & services effectively meet customers” needs & demands.

Profit rewards a business enterprise.

Features of Business

There are different features of business from above description as follows:

* Sale or transfer of goods for value — One of the basic features of business is that it involves
sale or transfer of goods & services for value.

*  Dealing in goods & services — This implies dealing in goods & services like bread, cloth,
watches, delivery, etc.

* Recurrence of dealings — Business involves recurring or repeated transactions of selling &
purchasing.

*  Profit motive — Profit motive is the biggest & most powerful stimulus for running a business.
Business involves production & purchase of goods & services with the motive of selling them
at a profit.

« Risk involved — Business is also risky. Profit depends upon the degree of risk involved. The

business is rewarded in terms of profit for his / her risk bearing capacity.

Requisites of a Successful Business
Today, the business has become very competitive. It is said that, “Business has become a bed

of thorns™. A businessperson has to give proper thought to this consideration in order to make his
business a successful one. The important requisites for success in a modern business are listed as
follows:

* Aclear objective

*  Planning

e Sound origination

*  Market research capability
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¢ Finance

«  Proper plant location, layout & size

e Effective management

«  Harmonious relations with the employees

e Risk taking capacity.

v The Difference between Goods-Producing and Service-Producing Businesses
+  Goods-producing business — DUNKIN DONUTS produces coffee and donuts. There is

something tangible (that you can see, feel, touch, eat, or walk out of the store with it in your
possession).

+ Service-providing business — Certified Public Accountants produce a service by giving
advice, and sometimes doing a person’s taxes.

» Then there are combination businesses — An automaker produces cars and provides

maintenance service.

w The Nature of Competition

Businesses compete with one another to sell their goods and services to customers. There are two
types of competition:

»  Direct competition

The business sells the same or similar products as the competitor. Direct competition is
common in businesses such as fast food restaurants and petrol companies. For example,
Burger King is a direct competitor of McDonald’s in the fast food business and Shell is a
direct competitor of Caltex in the petrol business.

e Indirect competition

The business sells products that satisfy the same needs of customers as the competitor.
However, the products fall under different categories. The video rental store is an indirect
competitor of the cinema for customers who are movie lovers. For example, a video rental
store is an indirect competitor of the Golden Village chain of cinemas.

It should also be noted that business and economic competition in most countries is often limited
or restricted. Competition is often subject to legal restrictions. For example, competition may be
legally prohibited, as in the case with a government monopoly or a government-granted monopoly.
Tariffs, subsidies or other protectionist measures may also be instituted by government in order to
prevent or reduce competition. Depending on the respective economic policy, pure compétition istoa
greater or lesser extent regulated by competition policy and competition law.

Competition between countries is quite subtle to detect, but is quite evident in the world
economy. Countries compete to provide the best possible business environment for multinational
corporations. Such competition is evident by the policies undertaken by these countries to educate the
future workforce. For example, East Asian economies such as Singapore, Japan and South Korea tend
to emphasize education by allocating a large portion of the budget to this sector, and by implementing

programs such as gifted education.
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Section I Lead-in

v Ask students to work in pairs and talk about business activities shown in the pictures.

Suggested answers:

(@ This picture shows a scene in a supermarket. As one of modern retail outlets, the\
supermarket plays an important role in the retailing business.

@ This picture shows an assembly line in a car factory. Car-making is one of the most
important sectors of the manufacturing business.

@ This picture shows that a hotel receptionist is receiving guests. Hotel reception is a vital part
of hotel service.

@ This picture shows a cabin attendant providing drinks to passengers. Air transportation provides
the service of transporting passengers and / or cargo using aircrafts, such as airplanes.

® This picture shows a harvester gathering grain in the fields. Farming refers to grain growing,
livestock raising and horticulture. Farming is a primary industry.

® This picture shows a bank in operation. Banking is concerned with the business of providing
financial services to consumers and businesses. -

@ This picture shows a construction site. Building and construction refer to the process of
adding a structure to real property. It is a secondary industry.

®

This picture shows a real estate agency. Real estate rental is concerned with renting or

leasing real estate and providing related services.

W o+

VAsk students to discuss in groups the differences between goods-producing and
service-providing businesses and finish the classification task.

Suggested answers:

(" Goods-producing business
bakery: In a bakery, bread is baked for sale.
shoe factory: A shoe factory makes boots and shoes.
oil plant:  An oil plant refines oil.
vegetable farm: A vegetable farm produces vegetables, such as tomatoes, potatoes, carrots,

eggplants, etc.

coal mine: A coal mine is engaged in the extraction or removal of coal from the earth



