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INTRODUCTION
TO '
BUSIN

i

R

Discuss the following questions.

or ideas as they come into your mind.

|
|
I
@ When you see the word business, what do you think about? Quickly write down words l
:

Selley, customey,; wmoney

Now discuss your notes with your classmates.

|
|
@ Write your own definition of business in the space provided below. Begin your defini- |
tion in this way: |

|

Compare )our definition with the one written by the person next to you. Add to

your definition if you find any new information.



VOCABULARY

Below 18 a list of terms that you will find in the text. As you read “What Is Business?”, see if you

understand each term. Use this as a working list and add other terms that you do not know.

. NOUNS

ADJECTIVES

VERBS OTHERS

| l \
i exchange { examine l technical : for instance |
; production | classify | various | on the other hand i\
| distribution | perform | o ____ | !
- sale | remain | \ ‘
| goods | create \ o 1

services b | |
~ profit : _________ : : ‘
conversion P | | |

~ surplus | | |
expenses l | l |

: | |

l |

| I

| |

Text
WHAT IS BUSINESS?

Business is a word that is commonly used in many different languages. But exactly what
does it mean? The concepts and activities of business have increased in modern times.
Traditionally, business simply meant exchange or trade for things people wanted or needed.
Today it has a more technical definition. One definition of business is the production, distribution,
and sale of goods and services for a profit. To examine this definition, we will look at its various
parts.

First, production is the creation of services or the changing of materials into products. One
example is the conversion of iron ore into metal car parts. Next, these products need to be moved
from the factory to the marketplace. This is known as distribution. A car might be moved from a
factory in Detroit to a car dealership in Miami. Third is the sale of goods and services. Sale is the



exchange of a product or service for money. A car is sold to someone in exchange for money.
Goods are products that people either need or want; for example, cars can be classified as goods.
Services, on the other hand, are activities that a person or group performs for another person or
organization. For instance, an auto mechanic performs a service when he repairs a car. A doctor
also performs a service by taking care of people when they are sick.

Business, then, is a combination of all these activities: production, distribution, and sale.
However, there is one other important factor. This factor is the creation of profit or economic
surplus. A major goal in the functioning of a business company is making a profit. Profit is the
money that remains after all the expenses are paid. Creating an economic surplus or profit is,

therefore, a primary goal of business activity.

COMPREHENSION

, Answer the following questions about the meaning of business.
Questions with asterisks (*) cannot be answered directly from
the text,

- 1. What is one modern definition of business?
. 2. *How does this modern meaning of business differ from the traditional one? *What
factors have brought about these changes?
« 3. What does production involve?
4. What example of distribution is given in the reading? *Can you think of another example?
« 5. In addition to production, distribution, and sale, what other factor is important in defin-
ing business?

6. What is profit? *In general, what do companies do with their profits?

B, Determine which of the following statements are true and
which are false. Then put T or F in the blanks.

. Business is not just one activity but a combination of different operations,
such as production, distribution, and sale.
A From ancient to modern times the definition of business has remained the same.
- 3. Moving a truckload of oranges from the orchard to the supermarket is an
example of production.
4 A salesclerk provides a service by answering customers’ questions.
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ADDITIONAL ACTIVITIES ———————————- .

@ Ask a business professional to give you a definition of business. Then ask someone

® Create a questionnaire and interview someone from a local business about the areas of

|

I

; who does not work in business to give you a definition. Compare the resuits.
|

: production, distribution and sale as they relate to that particular enterprise.

I
l
l
|
i
|
l

Supplementary Reading

Passage 1

Is Making Money Your Only Business Goal?

To prepare your business for a successful future, chuck the spreadsheets—at least for now.
But know that, in the long run, smali-business success can mean much more than numbers on a
profit and loss report. As a small-business owner, it’s also essential that you recognize those
other elements that, when pieced together, offer a truly complete picture of where your business
may be headed.

Got the Excel stuff in the drawer? Swell. Here are six steps to gaining a comprehensive feel
for what success really means to your business and the ways you can put that knowledge to
work.

First, decide how you define success. For some businesses, this is about as complex as the
plot of a first-grade spring play. More profits, better margins, more customers, year after year.
Take some time to hammer out what success genuinely means to your operation. It may simply
be numbers on the rise, but chances are good it may take in more—higher-quality products or
services perhaps, or an operation that has matured over time and requires less troubleshooting.
Indeed, success may mean precisely the opposite of what you might assume. Some businesses
grew too fast and too much, and they simply weren’t happy with the added responsibility and
decided to take a step back.

Really define your business. Akin to a clear definition of success is a true understanding of
what your business is and perhaps what it has become over the course of time. Again, if all you
fret over is profit and loss, this may not seem much of a practical concern. But an operation that

starts out with a particular vision and morphs into something rather different may suggest



success that’s more inadvertent than directed. So, make sure that what you wanted to be success-
ful at is, indeed, what you’re doing now, and what you plan to carry into the future.

Define your customers. It isn’t many a business that reaches prosperity with an ongoing
stream of one-shot clients and customers. Still, truly getting a grasp on your success and detail-
ing plans for the future require knowing your customers and understanding how they’ve con-
tributed to your business. Check out the volume of repeat business and how that may correlate
with changes in your services or products. Understand the volume of referrals that clients may
generate and how quickly they pay what they owe you. If possible, get to know at least some of
them individually, so you see how their personalities fit what your business provides them.

Define your reputation. Reputation is another central element that defines and boosts your
success. Solicit feedback from clients and customers for the buzz on the street. Check out ar-
ticles in local and national publications that may mention your business and break them down as
empirically as possible. Do a content analysis of common words that are used in the articles. See
if they’re positive or negative. Assign a numerical value to certain words to see where you might
be on the reputation continuum.

Define how it all feels to you. We’ve all heard people whine about their jobs: “I hate it, but
the money’s great.” While that may be endurable for a 9-to-5er, the ongoing immersion that an
entrepreneur has with a small business pretty much precludes a grin-and-bear-it attitude—not
merely a miserable fate, but something that will likely affect the business as a whole. Make
happiness and personal satisfaction as much an ingredient of your success as the most glowing
profit margin. Keep a personal journal to see where your head is over time. Assign a number that
illustrates how you happen to feel on a given day. Match that to a situation, people or issues that
cause that number 1o go up and down.

Have your people define success, too. A boss for whom sales are everything and a staff
that lives and dies by service to the community aren’t likely to jibe for very long. Share your
definition of success with your employees and solicit their views in turn. Not only can that help
an overall view of success mature over time, it can also head off potentially destructive conflicts

of interest.

Note |

Excel #t4t, 3] 4 * 09 Ak AL 44

Words |

1. chuck: vt ¥, 2# 2. spreadsheet: 72. [#] &% & dc#, LTFREL
3. stuff: 7. 44 4. swell: ad). MAF, EF

5. troubleshooting: 7. # & ##% 6. akin: ag/. Bl 45, £004)

7. fret: v. (42) MlE, () #£.% 8. morph: vi ¥ &%

9. inadvertent: agj. &8, L& ) 10. one-shot: adf. ZH —:k &



11. referral: 7. A2 HA

13. buzz: 7. it

15. continuum: 7. 3% &4k

17. 9-to-Ber: 77. 47 9 B, 5 &) Lk
19. grin-and-bear-it: ag/. & £ % &)
21. jibe: vi ¥

Phrases |

1. hammer out .Uk,
3.takein &%
5.getagraspon K% T#

12, solicit: vz B K, #FkK, &£
14. empirically: @ov. V%55 £ 3%
16. whine: Vi %, A F &K

18. preclude: vZ Hi

20. staff: 7. 24k A R, A

2.ontherise AlgK
4. take a step back BiE—F
6. as awhole H4k b

7. head off .k, 8

Questions |

1. What does success in business really mean in your opinion?

2. Why were some business owners not happy after being successful?

Passage 2

How to Build a Business Plan

A business plan is a written description of your business’s future. That’s all there is to it—a
document that describes what you plan to do and how you plan to do it. If you jot down a
paragraph on the back of an envelope describing your business strategy, you’ve written a plan,
or at least the germ of a plan.

Business plans can help perform a number of tasks for those who write and read them. They
are used by investment-seeking entrepreneurs to convey their vision to potential investors. They
may also be used by firms that are trying to attract key employees, prospect for new business,
deal with suppliers or simply to understand how to manage their companies better.

So what's included in a business plan, and how do you put one together? Simply stated, a
business plan conveys your business goals, the strategies you’ll use to meet them, potential
problems that may confront your business and ways to solve them, the organizational structure
of your business (including titles and responsibilities), and finally, the amount of capital re-
quired to finance your venture and keep it going until it breaks even.

Sound impressive? It can be, if put together properly. A good business plan follows gener-
ally accepted guidelines for both form and content. There are three primary parts to a business

plan:



The first is the business concept, where you discuss the industry, your business structure,
your particular product or service, and how you plan to make your business a success.

The second is the marketplace section, in which you describe and analyze potential customers:
who and where they are, what makes them buy and so on. Here, you also describe the competi-
tion and how you will position yourself to beat it.

Finally, the financial section contains your income and cash flow statement, balance sheet
and other financial ratios, such as break-even analyses. This part may require help from your
accountant and a good spreadsheet software program.

Breaking these three major sections down even further, a business plan consists of seven
key components:

1. Executive summary
. Business description
. Market strategies
. Competitive analysis
. Design and development plan

. Operations and management plan

R e SR T ST

. Financial factors
In addition to these sections, a business plan should also have a cover, title page and table of

contents.

Notes |
1. cash flow FT4&A#

The pattern of income and expenditures, as of a company or person, and the resulting availability of cash.
2. balance sheet i * fift &

A statement of a business or an institution that lists the assets, debts, and owners' investment as of a

specified date.

Words |

1.germ: 2. #H ¥, %M 2. venture: 77 #ej ik, AT
3. ratio: 7. L&
Phrases |
1. jotdown EFF 2. break even g F Aadk, ACH P
3. break down 2% %% E 4, consist of &3¢

Questions |

1. What is a business plan?

2. How to build a business plan?



Passage 3

The “Five C’s” of Business Credit Analysis

Owning a business is not easy. Entrepreneurship has its problems, and a critical—and some-
times fatal—one for businesses can be the lack of access to the financial resources.

Getting credit for a business can be a dilemma because until you’ve developed a good track
record with business credit, many commercial banks and other traditional lenders will be reluc-
tant to extend credit to you.

Regardless of where you seek funding—from a bank, a local development corporation, or a
relative—a prospective lender will review your creditworthiness. A complete and thoroughly
documented loan request (including a business plan) will help the lender understand you and
your business. The basic components of credit analysis, the “Five C’s,” are described below to
help you understand what the lender will look for.

Capacity to repay is the most critical of the five factors. The prospective lender will want to
know exactly how you intend to repay the loan. The lender will consider the cash flow from the
business, the timing of the repayment, and the probability of successful repayment of the loan.
Payment history on existing credit relationships—personal or commercial-—is considered an
indicator of future payment performance. Prospective lenders will also want to know about your
contingent sources of repayment.

Capital is the money you personally have invested in the business and is an indication of
how much you have at risk should the business fail. Prospective lenders and investors will
expect you to have contributed from your own assets and to have undertaken personal financial
risk to establish the business before asking them to commit any funding.

Collateral or guarantees are additional forms of security you can provide the lender.
Giving a lender collateral means that you pledge an asset you own, such as your home, to the
lender with the agreement that it will be the repayment source in case you can’t repay the loan.
A guarantee, on the other hand, is just that—someone else signs a guarantee document
promising to repay the loan if you can’t. Some lenders may require such a guarantee in addition
to collateral as security for a loan.

Conditions focus on the intended purpose of the loan. Will the money be used for working
capital, additional equipment, or inventory? The lender also will consider the local economic
climate and conditions both within your industry and in other industries that could affect your
business.

Character is the general impression you make on the potential lender or investor. The
lender will form a subjective opinion as to whether or not you are sufficiently trustworthy to
repay the loan or generate a return on funds invested in your company. Your educational back-

ground and experience in business and in your industry will be reviewed. The quality of your



references and the background and experience levels of your employees also will be taken into

consideration.

Notes |
1. credit 1z A
Reputation for solvency and integrity entitling a person to be trusted in buying or borrowing.
2. collateral i=fkdp

Property acceptable as security for a foan or other obligation.

Words |

1. entrepreneurship: 77 L# &2 Koy 45 (3s0ii, Rk, B H. F3)

2. dilemma; 72 #iE B ey B d, EKEAiLiE 3. creditworthiness: 7. 1z % 2.3, # 1z %
4. contingent: agf. T X 4 &9, MM, HHE 5. commit: v£ {546, &K

6. guarantee: 72 &1k, ik, j2dk, WRivs 7. trustworthy: aagj. T 1z #i %)
Phrases|

1. atrisk HRAK 2.incase % —

3. take into consideration # /5 #|

Questions |

1. What is the importance of business credit?

2. What are the basic components of credit analysis?

Passage 4

How Can Businesses Benefit from the Web

In the old days, small businesses often felt at a disadvantage compared 1o larger companies
with more staff, equipment, and facilities. In the age of the Internet, however, a powerful pre-
sence is not dependent on any of these things. Small companies can achieve great things with
comparatively little investment. The key is to suit up and dive into the world of the Internet
economy. And the good news is that you don’t have to start at the deep end of the pool—you can
add Internet benefits to your business a little at a time.

Here are five different ways that a small business can reap big benefits by using the Internet.

1. Getting your message out to a potentially global audience

The Internet is where everyone goes to shop, research, and be entertained. Every small

business should have a Web site that provides information about their products and services to



customers and suppliers. With a Web site, even a company with two people can make the same
impression as its largest competitor worldwide, and reach a targeted audience or a potentially
global market for its products and services.

2. Providing goods and services online

If your mother does her holiday shopping on the Internet and then goes to the office and
orders all of her supplies over the Internet, that should tell you something. The odds are good
that your customers or prospective customers would want to do business with you on the Internet
too.

Electronic commerce (e-commerce), sometimes called electronic business (e-business), is
part of the vocabulary of all modern companies, regardless of sizc. With the right network
foundation, you can offer your customers fast, secure, and reliable commerce with your com-
pany around the clock and around the globe.

3. Improving employee productivity with Internet access

By giving your employees access to the Internet, they can track competitors, research po-
tential customers, download and share useful news and information, and use e-mail to keep in
touch with teammates, customers, suppliers, and other important business contacts.

4. Improving employee and partner collaboration through Internet tools

The Internet is an incredible tool for one-to-many communication, but it’s equally powerful
for promoting one-to-one collaboration and team collaboration as well. Once you’re on the
Internet, you have at your fingertips tools like instant messaging, virtual meetings, and
videoconferencing, all of which enable online collaboration and e-learning. This collaboration
can apply to internal teams or extend to external business partners and even customers.

5. Expanding your business and markets with the Internet

Small-business owners can take their companies to new heights by harnessing the power of
the Internet. No matter what size, industry, or competitive landscape, any company has the
power to transform its business using the Internet. Once you have the right foundation in place,

there’s no limit to where you can take your business.

Note |

instant messaging  Bp LG

Instant messaging (sometimes called IM or IMing) is the ability to easily see whether a chosen friend or co-
worker is connected to the Internet and, if they are, to exchange messages with them. Instant messaging
differs from ordinary e-mail in the immediacy of the message exchange and also makes a continued
exchange simpler than sending e-mail back and forth. Most exchanges are text-only.

Words |

1. reap: v ILik 2. 0dds: 7. ML, THEM
3. fingertip: 7. 35X 4. videoconference: v./7. LI £ L
5. harness: vt #| & 6. landscape: /7. 1F%, W&

/0



Phrases |

1. at a disadvantage & F < Fl#{z 2.suitup FLEAHMRARGEEREK
3. keepintouch #k4FBL%%

Questions |

1. What difference does the age of the Internet make to small businesses?
2. How can small businesses benefit from the Internet?

Passage 5

Innovating Your Way to Business Growth

In a difficult economy, when small businesses have trouble finding capital, health insurance
and nearly everything else, there is one element of business success that can still be had on the
cheap: innovation. According to most economists, innovation remains probably the most impor-
tant component of small-business success. Despite the downturn, smart companies are pouring
more into research and development, and small businesses that continue to innovate, even in
highly competitive fields, don’t only survive, but thrive.

Here, then, is some advice of innovation every entrepreneur should consider.

Create a new product.

Allow everything in the environment around you to trigger ideas. In November 1981,
Rangaswamy Srinivasan, the inventor of laser eye surgery, was working for IBM, working with
lasers, cutting organic plastics. He sat at his Thanksgiving dinner table, staring at the turkey, and
suddenly wondered how a laser would cut organic matter like a turkey—or a person. He stashed
a turkey leg and went into his office the next day. With no one around, he used the laser to slice
through the turkey leg and then looked at the results under a microscope. He found it cut right
through and could remove tiny bits of material without causing heat burns to the tissue. From

there, he developed the idea of using lasers to cut eyes.

Learn to anticipate the future.

Let the consumer lead you in anticipating the future. So many entrepreneurs come up with
a technology and become wedded to it and wedded to how consumers should use it. But they
don’t anticipate that consumers might use it in different ways than they had intended. The
makers of baking soda made it as a baking product. But they knew that consumers could help
them anticipate the future, so they put a note on the sides of baking soda cans that said “If you
have other ideas for how to use this product, let us know.” And that’s how we wound up also

using baking soda to fight odors.



