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Organisation of Commerce & Management (0.C.M.) ‘Smart Notes’ is a book curated
to facilitate learning & instil conceptual understanding within students. This treasure
trove of knowledge fosters robust conceptual clarity and inspires confidence™ .
the nimble mind of young learners.

This book not only provides answers to all textual questions but also < Jdres<'s extra
guestions in each lesson with the aim of covering the entire< opic « 4 mao'ng
stduents ready to face the competition. Throughout this book,& desians are o swered
in a detailed, point-wise format which makes it easier for Sivdents to wemorize and
reproduce the answers in their examination.

We have incorporated ‘Smart Codes’ to facilitate easyanswe' Zcall. In case of
complex guestions, we have provided ‘Smart Refup 1o hauic’s recap of that guestion.
‘For your understanding’ section offers additi nal inforv, ation on a particular topic.
This is required for conceptual clarity hwwnee \not bd written in an examination.
‘Gyan Gurd’, our very own mascot, [Jffers a practical touch to theory by sharing
interesting & real facts. ‘QR codes' wresent | aroughout the book offer students
practical knowledge through reference cor it We're sure that students, parents and
teachers alike would lovedour value propostion and unigue presentation of content
that we have created for Zud<its in #his book.

The journey to create a cowm, leta ook is strewn with triumphs, failures and near
misses. If you_thiv.swe've nearly missed something or want to applaud us for our

triumphs, wi'd lov | to v vad rom you.

F o2 wi 2 to us at : mall@targetpublications.org
fVOVy)
IL\ "’I/b'. s
Editicn: First

This eference book is transformative work based on 'Organisation of Commerce; First Edition: 2019 published by the Maharashtra State Bureau of Textbook
roduction and Curriculum Research, Pune. We, the publishers are making this reference book which constitutes as fair use of textual contents which are transformed

Disclaimer

by adding and elaborating, with a view to simplify the same to enable the students to understand, memorize and reproduce the same in examinations.

This work is purely inspired upon the course work as prescribed by the Maharashtra State Bureau of Textbook Production and Curriculum Research, Pune. Every care
has been taken in the publication of this reference book by the Authors while creating the contents. The Authors and the Publishers shall not be responsible for any
loss or damages caused to any person on account of errors or omissions which might have crept in or disagreement of any third party on the point of view expressed

in the reference book.

© reserved with the Publisher for all the contents created by our Authors.

No copyright is claimed in the textual contents which are presented as part of fair dealing with a view to provide best supplementary study material for the benefit of

students.



Why to study 0.C.M.? \

Apart from the basic objective of doing well in your exams, there are various reasons
for studying 0.C.M.:

of Commerce’ and ‘Management’. Both these aspects have extreme, pr.ticai
relevance. They form the basis of any commercial activity i.e. employndnt, busine s
or profession that we undertake in our lives.

2. Two chapters of the syllabus deal with the different £ orms 0.5 bus iess
organisations. A detailed knowledge of these form of orgavisatior . is criticul for a
student of commerce from a long-term perspective.

3. You might have read about NABARD and SIDBI {waur previous standards but
this subject gives you a different perspective acwut the roles that these
organisations play in our economy. The gof2rmmenciis wiing a lot to uplift the
status of farmers and rural poor. We get  understa d that better as we study

this subject.

;‘ : !. . « .’ l N ! !. [ g(!z )‘ q

lot of us look forward to careers i» \manage nent and reach managerial positions

and therefore, this subjeai” assumes adaicional importance.

How to study frgm this b \

This book i< diviacV incstld following parts:

i) Theor, aue  .ions i)  Interpretative based guestions.

Theory ¢ ese s

& 2stieme overed in theory section are in the flow of textbook. Thus, once you read all
the ¢ estions, it's as good as reading an entire chapter from the textbook. We advise
Jou W study from this section first.

Interpretative based guestions
This section is at the end of the theory section. Questions covered in this section are

either objectives or application-based questions. Once you have read and understood the

theory, you are better equipped to solve and answer these questions. We have also

provided answers for you to enable self-evaluation.




The book is rife with bits of value addition. Take a look further to understanding it.

Smart Code

At times, answers are too lengthy and it’s difficult to
remember all the points. Hence, we have created Smart
Codes for a few questions to aid you in remembering
and recollecting these points. Please do not memorize
each and every Smart Code. Instead of helping, it might
end up confusing you. Memorize only those Smart Codes
wherein you find the answer difficult to comprehend.

QSMARTCODE T El |PRIITIME ]

1) mECHN/CAL DEVELOPMENT

MNCs enter the host country with advancé. %
sophisticated technology. Therefore, they act as «.
vehicle for transfer of technical < ilanment
from one country to another. Poos cour. s alsu
begin to develop technically aft nosting M. s.

i SMART RECAP
Formed N Point to
Tgpe By AT remember
Consumer | Consumers | To obtain Profits of the
Co- daily society are
operative requirements | distributed in
at the ratio of
reasonable purchases
prices made by
them durin
the year.

e T

In theory subj sts, at tim, . answers are guite
long and complex. 't’s difficui. to remember the
entire ¢ . Henc . we have provided Smart
Recap ie. cummury the entire answer for
st 1o re se it immediately.

For Your Understanding L

Certain concepts are tricky and diff ult to <wderstand
with a limited amount of explanatic . To< xplain these
concepts efficiently, we have provided section< .amed
‘For your understanding’ that provides bec. << nceptual
clarity. Please note that tn. content provided in this
section need not be< e > in e exol ination. This is
purely for concept .1 under anding.

FOR YOUR UNDERSTANDING > _

Mission means the overall purpose for the existence
of a company. Eg., the wmission of Ranboxy
Laboratories of India is “to become a research based
international pharma company”

GG - Gyan Guru

_la\‘&m

If Walmart was a country,
ot of total of 195 countries of the world,
.iﬁ, ~ o ould have been 24th richest.

Tugp

Gyan Guru, our very own mascot, keeps popping
up throughout the book. He offers you a practical
and real-life example or an interesting fact,
associated with the topic. Look out for him!

I

\.C.M. has numerous real-life applications. Various
orms, notices, documents mentioned in the
syllabus ~ are  used  presently in  business
organisations. We have given such data via QR
codes for better understanding of the subject.

[Note: Scan the QR code to
view financial results of public
limited company published in
leading newspaper.]




700q1xa1 40 40d v 34v suoiasand jo AN an0qL Y (¥ 3I0N _

A A A A A A A uojuido inoh ssaidxa puv uoizomys | asva buimoyo) aya Apms [>)
A A A ), A A A A "Squaua03s buimoljoy aya Auasny [>)
A . D, N A A A A '$3doou02 | suud buimojjoy ayr urvidx3 [}
A YNy v |+ 3 N YN 4340 Aadosd ui abuviiy r
) 'S90UIUBS i
2 / / / 2 2 2 buImoljoy aya dIUMIL  PuUb  PIOM  PaUIBPUN YT  199440) /
A A A ), Y 4 A A "22UBIUSS BUO Ul ASMSUY H
A A A Ao T A 19204 Y W0k} U010 1934402 Y7 199/3S Y
A A A A A A . 'SaouaIuas ay2 a79(duio) o
AT A A A A2 A 2 ouo ppo a3 puiy |3
A A A A A A A A 35[0} A0 AT 240 SIUBUAEIVIS BUIMO|(0) Y3 JYIYM 8707 'q
'SIUBWSIIS bUimo((o) aya Jo Yova .
A A A A A A / | awmuasqnuvs yorym ssoayd o Jo wmsl v 4o plom v a3uM 7
Al AT A A A A A/ Suod a3 4o | g
'SIUBUABIVIS dYT BUMAA .
A A A A A A A | puo mopq uenb suonte ayr wioyy damsuo au0d ayi P3RS v
1011295 aN23lq¢,
A Alww | AT A Twn [ £ A Ny "U9IM3q YSINbUIISIq 'z
a (. Buimoyjof
N N N N N N N N Y JaMSUY | Japun pas’ 2 SI SIYL) JIUq Ul AIMSUY 'l
puv buimojjoy aya adwaizs uoiasanb buimojof aya Aamsuy
u0/328s fioay |
uoizsany jo a N
s

'suoizsanb jo sadhy mofaq buihpnis aq ((im noh ooq siyz uj “suoiasanb jo sadhy mau Jo 30( v [ alayz K 400qIXe1 Mau Y|
7

pai9n02 suoizsanb jo haiiop




: Page No. Page No
Sr. NO. Titles T
(Theory) | (Objectives,

/. Introduction of Commerce & Business / : |

2. | Trade 21 1870, |

3. | Small Scale Industry & Business 50 | 6

4. Forms of Business Organisation - | 8 20]

S. Forms of Business Organisation - | e 10

6. Institutes Supporting Business 125 217

/. Business Environment 166 226

3. Introduction to Management - 238

Note: I.

ii. At the start of each chap 2r, we have provided a chapter index to enable
the students to get an o wiew of ‘he chapter as well as to mark the

number of times they have .

columns name Read- !, Read 2 and Read 3 against each question.

All textual questions are reprecontec by (T) . ark.

~or studied every question by way of




Introduction of Commerce and Business

SR. NO. PARTICULARS READ | | READ 2 | READ .

State the types of human activities. (T)

Define business. Explain its features. (T)

State any four features of profession. (T)

State any four features of employment. (T)

Describe various objectives of a business. (T)

Explain the importance of profit in business. (T)

NI A IS WM =

Explain the two broad categories of business

activities.

8. | State any two types of industries. (T) ,

9. | Explain the concept of trade. _I_

10. | State the role of auxiliaries to trade in trdiing
activities. (T)

Il. | Give comparative analysis of busik'ss, profess.

and employment. (T)

12. | Distinguish between: (T)
a. Industry and Commd ce

b. Business and Cel wmerca

INTRODUCTION v

All human beit ys ™ vgay in £ me activities to keep themselves busy. The activities may

help them < . earn: money “or may simply give them satisfaction. For example, students

might ¢ . for . emship during vacations to gain experience and earn stipend. They could

also go ¢t vith “iends, watch movies or spend quality time with family. While doing

v dain b elps “them to earn money, other activities are performed just for the sake of

satistc tion “and joy. In both instances, students are keeping themselves busy during

o WHans just like all other human beings do throughout their life!

%

|.  State the types of human activities. (T)

Ans: Human beings keep themselves busy and do some activity throughout their life. All

activities performed by them can be classified as economic and non-economic activities.
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[ Human Activities ]

Non-economic Activities Economic Activities

1)

2)

I |
Business Profession Employment |

NON-ECONOMIC ACTIVITIES
Meaning: It refers to those human activities which are £erfornia to Aitisfy

personal, social, religious, cultural and sentimental requird it withc s & nonetary
expectations.

Example: Reading books, serving people, cooking by mothcsetc.

ECONOMIC ACTIVITIES

Meaning: It refers to actions that involve neiistion, \distribution and consumption

of goods and services at all levels w hin a s <ciety. The economic activities
facilitate earning livelihood. In simple wc s, econo ic activities are undertaken to

earn money.

Example: Worker working in a fc tory, offic:r working in a bank etc.

2. Define business. Explain it eatures. (T)

Ans: Business is one of the € anond_ activities performed by human beings. It enables them

to earn livelihood or money.

MEANING
1) Busined® re,eser s ordunised efforts by an individual or group of individuals.
2) It IS 2 systf natic actempt by business persons to produce goods and services and
£ \ther in the market, with a view to earn the reward in the form of profit.
i\ yoducvion: It actually means making of (manufacturing or producing) goods.
Goods can be produced with manpower or with the help of machines or both.
't _may be agricultural product or finished goods produced in factories.
E.g. Cultivating piece of land and growing food grains is an example of
agricultural production. However, converting oil seeds into edible oil with the
help of manpower and machines is an example of manufacturing the goods.
ji.  Distribution: It includes marketing of goods and services. Distribution involves
transport, warehousing, advertising. All these activities facilitate transfer of
goods from producer to the final consumer.
3) Business satisfies multiple and complex needs of the society.




Chapter 1: Introduction of Commerce

% and Business

DEFINITION

1)

2)

According to Prof. Haney, “Business activities are all those human activities which
are directed towards the production and processing of wealth”

According to Prof. Pride, Hughes and Kapoor, business refers to “the organiscd
efforts of individuals to produce and sell for a profit, the goods and services . at

satisfy society’s needs.”

CHARACTERISTICS/ FEATURES OF BUSINESS

@SMRRTCODE T|IO|P|P|E|R E c|c|D

1) [1wo PARTIES
Every business transaction involves an exchange (af goods wd services) and
minimum two parties are required for exchange, ie., <o seller and the buyer.
Business transaction is a result of an agreement -c./Smtt wbuyer and the seller.
The agreement may be oral or written.

2) @VERALL RETURNS ARE UNCERTAIN
In business, the returns are never prec stable orl guaranteed. Businessman may
earn profit or suffer a loss andience, retur, /555 0m business activities are always
uncertain.

3) |AROFIT MoTIVE
The basic purpose 477 business is to earn the profit from its activities.
Businessmen try «, mei.mize their profits through increasing the volume of
sales or reducing co<s. Pirit is the spine of business, which keeps the
business gora on in the long-term. The amount of profit may differ from
busines tcthusiess,

4) |PRECICTIC ) OF GUODS AND SERVICES

£ fare " changing the goods and services, they should be produced by the
bu ivicas enerprise.  In other words, businessmen either manufacture the good
+her. selves or procure (acquire) it from the supplier, with the aim of selling it
furtner to consumers for eaming profit.

|&|/<CHANGE OF G00DS AND SERVICES

/. Business involves transfer (exchange) of goods and services directly or
indirectly for money or money’s worth.

ii.  Monetary exchange is the exchange of goods & services with money (E.q.
Buying notebook for cash) whereas barter exchange involves exchanging
goods and services for some other goods and services. (E.q. Wheat is

exchanged for rice).
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6)

iii. If goods are produced for own consumption, (E.g. Stitching a dress for
daughter), it is not considered as a business activity. When goods are
produced for selling it to consumers with a view to earn profit, it is a
business activity (E.g. Stitching a dress in tailoring shop and taking stitchiig
charges for it).

iv.  Similarly, if goods are donated or given as gift then it cannot be &musiderea
as business activity as it does not involve exchanging good<” for “woney/
money’s worth,

Risk ELEMENT

Risk is the key element of every business. Every businesd . ss some x4 .e other

risk due to possibility of occurrence of unfavourable or undesi hle event. Certain

factors are beyond the control of businessmen. E.q. Chiwges in consumer tastes,
likes/dislikes of consumers, fashions, changes in". <& 7wmar wroduction, fire, theft,
natural calamities, government policy etc o "8busiiss is free from such risks/
factors. Although intensity of risks cal be min vizec, business risks can’t be

completely avoided.

GG - Gyan Guru

When 1 e goveri ment of Maharashtra announced

plastic ban, many. plastic cydersd< manufacturers had to close down

their business séadenly.

7) @CONOM/C ACTIVITY
Business is o neconomic accivity since it is undertaken to earn money or livelihood.
In otha® we s, “wsinals is not performed for the sake of love, affection, feelings,
sent. nents £ Cc.

8) [ ONTILITY IN DEALINGS
Evorg thusivss requires reqularity in transactions. One single transaction does not
constitute business. E.g. if a person sells his own motor car and earns profit, then
it Wi not be considered as business activity. However, if he is a car dealer who

. seills _and purchases cars regularly, then it constitutes a business activity (on

account of continuity in such deals).

) @USTOMER SATISFACTION

Customer satisfaction is the ultimate aim of all economic activities and business is
not exception to it. Modern business believes in satisfying the customers by
providing quality products and services at reasonable price. In simple words, the

purpose of the business is to create and retain the customers.
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% and Business

10) @EALINGS IN GOODS AND SERVICES

In the absence of goods and services, business cannot take place. In other words,

every type of business transaction is concermed with either goods or services. The
goods may be consumer goods (E.g. tea, milk, pencil) or capital goods (Ey.
machinery, plant, furmiture). The business dealing can either be with an indivical
(B to C) or with another business (B to B).

3. State any four features of profession. (T)

Ans: Profession is one of the economic activities performed by human bdngs.

MEANING

—| FOR YOUR U’ LERS. YND.. <

1) Profession is that part of economic activities undes which “\ person uses his
educational knowledge and special skills to render scwices for earning some
Income.

2) Eg. Doctor, Lawyer, Chartered Accountantg®mguse stheir domain knowledge and
skills to render services to clients and eal fees (v ey, in exchange.

FEATURES OF PROFESSION

1) [MONETARY (FINANCIAL) RETU.MS
Professionals get fe's in exchange of their services. Income received by

professional is not* xed £ rofessionals can be employed in an organisation or be
self-employed. A worki: 2 chodiered accountant gets salary but those who practice
privately, i.e.elf-employec: get fees.

N

Sam is 0+.Cha. eriy Accountant. He works in the Reliance Capital Ltd. and gets fixed
salary eve. v aont. in exchange of services provided to the company. On the other hand,
hic" “dend 5 hn, who is also a CA, practices privately. His client base changes over time.

Henco tocl!s fees that he gets from all his clients also varies with time and hence,

“2hn’s 1 ame is not fixed.

2) \CAPITAL

The amount of capital required depends on whether the professional is practicing
independently or working under someone. Mostly, independent practicing
professionals require huge capital for setting up their practice. E.g.. A doctor who
wants to set up his own practice will have to invest in buying/renting space for

clinic, basic infrastructure & furniture, equipment etc.
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3)

q)

QuaLiFicaTION
Any profession can be practiced only after acquiring required gualifications. Each

profession has a certain set of body of knowledge. One cannot practice a
profession unless this knowledge is acquired. The knowledge must be acquifcd
through systematic and formal training.

@EG/STRATION AND MEMBERSHIP

Some professions have a council which regulates the activities ofdprofesyonals.

(E.g. Bar Council of India for lawyers, 1CAl for chartered aafountarts, Incian
Medical Association for doctors etc.) The professionals have # req w* s therr clves
with their respective councils and get certificate of practi < \The coac o conduct
mentioned by the respective councils must be gstrictly “Nlowed by every
professional. Every practicing professional must acquir . membe,ship from the
respective council.

Aps:

S) MM
Every profession is practiced for earming [ noney. Tr \ pro.essionals such as doctors/
lawyers render services to their clients avi '\ solve th' r problems. In return, they get
monetary reward in the form of £zes.

6) NON—TRANSFERABILITV

7)

It is not possible to transfer . n, vra‘“ssion to other person on the will of
professional. E.g. A dd tor cannot transter his medical practice to his son who has
not completed reqdr 2d mdical education.

INATURE OF WORK

The professichals offer ex ert services related to their field and charge fees in

exchand”. " e . tured Ut work depends on the concerned educational knowledge
and® necial{ skill se. of the particular profession. E.9. An architect designs the

I wut o office for fees.

“ucmany four features of employment. (T)

Emyloyment is one of the economic activities performed by human beings. It enables

o 1o earn livelihood or income.

MEANING

1) Employment is an economic activity in which people work for others.

2)  There exists employer-employee relationship in this economic activity.

3)  Employer is the person who offers the work.

4)  Employee is the person who accepts the work.

S)  Remuneration and terms & conditions are agreed by both, employer and employee.
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% and Business

FEATURES OF EMPLOYMENT

1) |MONETARY RETURNS
Employees get monetary returns after completion of work in the form of wages or
salaries. Wages are paid daily/ weekly while salary is paid monthly. Thestwtinancial
returns are decided in advance before the appointment of employeat’ Alor s, with
salary, employees may also be provided with other benefits such 42 bonuty quarsrs
to stay, subsidized food in canteen etc.

2) |CAPITAL
The employer provides employees with all the required facilitie sand resources to
complete the job. Hence, no capital is required in case £ emplognent. In simple
words, employees need not invest any capital in t. s CCimar wactivity.

3) |QuaLiFicaTIONS
Each job requires some gqualification. The job can t . skined or unskilled. In case of
skilled job, some specific qualifications " e requir 4. E.g. Job of nurse requires
completion of concerned nurstig course T the other hand, no specific
qualification is essential for un< illed jobs: E.g. Job of office boy may not require
completion of specific course or de wee.

4) [REGISTRATION
No registration is . auired in case of employment. Every employee has to follow
the rules and requlatic. s mefiioned in the terms and conditions of employment
contract.

$) MM

The€ xain 4 'n of tuis economic activity is to earn money, for meeting needs of

& hemp yees and employers.

*LF"Q YOUk N. “RS1ANDING

Suppe 2. Kouc s an entrepreneur who has opened her boutigue. She has employed two
“vilars, i ce sales girls and one cashier as employees in her boutigue. Rina aims to earn
miney oy selling designer outfits. At the same time, she pays salary to all her
mployees (for services rendered by them), which enables employees to meet their

needs.

6)

@ON—TRANSFERABIL/TV
It is not possible to transfer the employment from one person to another. E.g. If

a teacher retires, then he cannot transfer his job to his son or daughter.
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7)  INATURE OF WoRK
The nature of work in case of employment varies in accordance with the nature of

Job. Every employee is expected to complete the work which is given to him in

this type of economic activity.

S.  Describe various objectives of a business. (T)

Ans: Business represents organised efforts by an individual or group of indivituals. ¢ is a
systematic attempt by business persons to produce goods and serviceséund sa'> thern yin
the market. All business activities are quided by certain objectives£The afous bufiness
objectives can be explained as follows:

ECONOMIC OBJIECTIVES

1) EARNING PROFIT

All business activities are undertaken with a view ol it Profit is the excess

of revenue over cost. The profit is required fasiauvarand growth of the business.

’- (6’ SIS ayaniG Reliance  Induscies earn'J a profit of more than
- T 39,000 crores for the yect 2018-19. st Communication Services (TCS)

« also earned a profit of moré than T 3900 crores for the same period.

&

4 -
[
2) SEARCHING NEW ClLTOMERS

Business organisati_as wiik hard to create new customers. It enables them to

expand their sales. The argani ations also aim to maintain their existing customer
base.

3) INNOVIiic S
It r& ars tol Jevelopinent or positive changes in the production technigues or the
£ Wuctol The business organisation has to spend on research and development (R
& \Dohactilties, market survey, use of advanced technology etc. in order to
stivilate” innovation. Innovations result in the improvement in product or process

of preduction and contributes to organisational growth.

. BcST POSSIBLE USE OF RESOURCES

Resources are scarce and have alternative uses. Hence, resources should be put to
their best possible use and efforts need to be taken to avoid wastages. Optimum
use of resources ultimately contributes to increasing profits of the businesses.
SOCIAL OBJECTIVES
1) SUPPLYING QUALITY PRODUCTS

Every business has to provide quality products to customers. Quality means a
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2)

3)

q)

% and Business

combination of purity, safety, durability, utility etc. The good quality of products
develops trust and confidence in the minds of consumers.
AVOIDING UNFAIR TRADE PRACTICES

Unfair trade practices such as black marketing, misleading advertisements, wrdi.g

measurement etc. should be avoided for ensuring the survival and growth 0.4
business unit.
EMPLOYMENT GENERATION

Business is a socio-economic institution. Hence, it should creat jobsfor sk '=d

and unskilled people. The business should provide employntint safortuniti’s to
economically backward and divyang (differently abled) perd’.
WELFARE OF EMPLOYEES

s)

The business should provide its employees with fair and “saular revnuneration, good
working conditions, impartial personnel policies, in. -y’ Smmar WSkilled and unskilled
workers are the part of the society. Hence 4 ™%enloy es are properly taken care of,
it ultimately brings welfare to the societt

HELP TO SOLVE SOCIAL PROBLEMS

Many social problems such asf traftic janSgrowth of slums, air and water

pollution etc. arise on account | rapid inc ustrialization. Business should be aware

6)

-
m Tata Steel spent around X 3.1S billion on its Corporate

: Soci - Responsibility (CSR) initiatives during the financial year 2013-19.

<

—\>

of these problems and should try —yredud: them.
CONTRIBUTING TO T E WELFARE OF SOCIETY

Business house sht'd to!i" care of general welfare of the society. For this purpose,

they should give donac s fal good cause, offer scholarships for higher education

“Note: Scan the QR code to view video on CSR activities of Tata Steel.]

5. Explain the importance of profit in business. (T)

ns: Business represents organised efforts by an individual or group of individuals. It is a

systematic attempt by business persons to produce goods and services and sell them in

the market, to earn the reward in the form of profit. Profit is the excess of revenue

over cost. Every business operates with an aim to earn profits.
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| Profit = Revenue — Total cost ‘

The role of profit in business can be explained as follows:

1) RETURNS TO INVESTORS
The people who invest money in the business expect fair returns on their capital.
This is possible only if adequate profits are earned by business. In simple woills,
profits ensure that investors receive fair returns.

2) RESEARCH AND DEVELOPMENT (R & D)
Adequate profit enables a firm to spend more on R & D activitiest 1his atn leacito
better technology and lower costs. Further, innovative produds o i oped e to
R & D benefit the whole nation.

3) GROWTH AND EXPANSION
Profit is the internal source of funds. The businesses xeinvest “wneir profits for
increasing the volume of business through “C oo’ nd  diversification. It
contributes to further development of the hyiiss.

4) INCREASES EFFICIENCY
Profits enables business organisations "o pay \ rious dues on time. It also
motivates the employees workint in the org@¥Sation. This finally contributes to
increase in the overall organisati wal efficie cy.

S) MEANS OF LIVELIHOOD
Profit is the means of iivelihood for businessmen. Earning sufficient profits enables
them to fulfil theif arioud wants and live a decent standard life.

6) REWARDS FOR RISKS
Profit is cordered as a“cward for assuming several business risks. Profits also
serves 45w wroc stionf against those risks which cannot be insured. E.g. Fall in
den’ ad, ad:_rse government policy etc.

7) L Rvive

Proficthaelpsithe business to continue to exist (survive) in the competitive market
anviianment. E.g. A profit making firm can invest heavily in R & D and come up
with wnnovative products, it can hire good people, it can market its products well etc.

It enables the firm to gain competitive edge over rivals. In the absence of sufficient

profits, business will not be able to survive in growing competitive environment.

Explain the two broad categories of business activities.

Ans: Business represents organised efforts by an individual or group of individuals. It is a

systematic attempt by business persons to produce goods and services and sell them in

the market, with a view to earn the reward in the form of profit.

10
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CLASSIFICATION OF BUSINESS ACTIVITIES

Note: It is advisable to memorize the chart given below to be able to answer your objective

questions easily and also to understand the balance chapter in a better manner.

Business

Industry [ Commerce |
—T 4
| | | —y
Primary Secondary Tertiary ' \Jiliaries
Trade £
Industry Industry Industry to e
| I | ' |
I. Agriculture | |l. Manufacturing | | 1. Transport ‘ |. Transport
2. Extractive | |2. Construction 2. Banking 2, Warehousing
3. Genetic 3. Hotel ‘ 3. Insurance
G. Touris/ 4. Banking
S, Enterti wment ’ S. Advertising
6. Mercantile Agents
| —I— 7. Communication
Home Trade r oreign Trade
| | |
| | | |
Wholesale -etail ‘ Import Export Entrepot/
Trade Trols | Trade Trade Re-export

Business activities smay be broculy classified into two categories; namely, industry and
commerce. ldaus y IS conalned with production of goods and providing services, while
commerc€ is moi ly concerned with their distribution. Both of these categories can be
explaii_ 2. as " lows:

1) INDUCTRY

Mea 2ing. The meaning of the term ‘industry’ can be explained in two ways:

i industry implies the economic activities that are associated with the
conversion of resources into goods that are ready for use. E.g. Production and
processing of goods, mining, construction etc. The goods produced may be
consumer goods (directly consumed by final consumer) or capital goods (used
by another industry for further production of goods).

ii.  The term ‘industry’ also means group of firms producing similar or related
goods. E.g.:. Sugar industry refers to all manufacturing units producing sugar

for sugarcane.

11
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Location: Industrial activities are conducted in factories, workshops, sheds or even
sometimes at home. It all depends on the size of industry.

Utility: Industry creates form utility. It converts the raw material into usable
finished products. All this is possible with manpower, machine power and laiye
capital investment.

Components: Industries can be divided into three broad categoriesnPimary
industry, Secondary industry and Tertiary industry. These industria®" are™ ‘urther

divided into various types.

Note: Form utility is a utility created through altering the physical api-arance of a od.d.

2) COMMERCE

Meaning: Commerce is that part of business activity which is“concerned with
distribution of goods and services produced by Vi 4 includes all those
activities which are essential for maintaininas®™ e ar\uninterrupted flow of goods.
Utility: Commerce bridges the gap betw( n produc s and consumers by exchange
of goods and services for money or mone s worth.

Components: Commerce is furthtr divided 1.255Ciade and auxiliaries to trade. The

trade is further divided into vari us types 9 the basis of whether it is home trade

.

or foreign trade.

State any two types of . Justr’s. (T)

Ans: Business activities may be " <oadlut Classified into two categories; namely, industry and

commerce. Indusci, is concerrcd with production of goods and providing services.

Industries cal wediviend init three broad categories which are as follows:

1)

PRII_4RY 11 DUSTK/

I s a . wre-oriented industry. The products of primary industry may be used as the

Inp 1t Eseceidary industry. Primary industries are of three types. These types are as follows:

L Agniculture industry: This includes farming and cultivation of land. The guality
of products depends on many factors such as fertility of land, climatic

conditions, rainfall etc.

ji.  Extractive industry: Extractive industries are engaged in drawing out products
from natural resources, i.e. soil, air and water. E.g. Extracting oil and minerals
from underground, fishing etc. Generally, the products are in raw or crude
form. They are used by manufacturing and construction industries for
producing finished products. The products in crude form may be sent to other

industries for further processing.

12
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jii.  Genetic industry: Genetic industries are engaged in reproduction and multiplication
of plants and animals. E.g. Animal husbandry, sericulture, horticulture etc.
SECONDARY INDUSTRY

These industries convert the raw material provided by primary industry iv.-o

finished products. Hence, they depend on primary industries. E.g. Tomac »s

provided by primary industry are used for making sauce and ketchup.4&Saacndary

industries are of two types. These types are as follows:

I, Manufacturing industry: These industries are engaged in £ ansfoining “sw
material (provided by primary industry) into finished pdduccydith thé help
of machine and manpower. The final goods may be fp +al goods v onsumer

goods. E.g. Textiles, sugar, paper industry etc.

L in the construction of

ji.  Comstruction industry: These industries are engage
buildings, dams, bridges, roads, tunnels, " w.aSmuc 0 ete. Unlike other
industries, construction is the only inde®gs wrish creates immovable wealth.
This is because goods made and < ld by th.\ inadstry are at one place. In
case of other industries, it is possit x to prod ce goods at one place and sell

them at another place.

3)

TERTIARY INDUSTRIES

SMART REC i

These industries provide_ support - vices co primary and secondary industries. |n
simple words, tertiarud.idustries provide various service facilities to other industries.
The services includcstrandoort, banking, etc. under traditional category whereas in
modern times, hotel inc stry4ourism industry, entertainment industry etc. are also

included in t.3< industry.

Industry: Coiceined vith production of goods and providing services. Generates form utility.
TYPc 05 INUSIRY
1) Privoary imaustry (Nature-oriented industry)

117,

Agriculture industry: Farming and cultivation activities

Extractive industry: Draws out products from natural resources
Genetic industry: Engaged in reproduction and wmultiplication of plants and

animals

2) Secondary industry (Converts raw material into finished products)

/.

Manufacturing industry: Transforms raw material provided by primary industries

into finished products with machine and manpower

13
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3)

ii.  Construction industry: Constructs buildings, dams, bridges, roads etc. It creates
immovable wealth.
Tertiary industry (Provides support services to primary and secondary industries)

E.g. transport, banking, hotel industry, tourism industry, entertainment industry etc.

Ans:

Explain the concept of trade.

Commerce is that part of business activity which is concermed with & Stribuon of
goods and services produced by industry. Commerce is further divic-d in £rade ™ sad
auxiliaries to trade.

MEANING OF TRADE

Trade is an exchange of goods and services with money.or money = worth. In other

words, it denotes buying and selling of goods and services. 1inde facilicates transfer of
ownership and possession of goods and services fror. scilimias %o buyer. With trade,
goods are made available to consumers in differesiinarkec

CLASSIFICATION OF TRADE
Trade is classified into home/ internal trade' wd foreic )/ external trade. It is further

divided into various categories. Thi  classificac/ = of trade can be explained as

follows:

) HOME TRADE/ INTERNAL TRAL ©
When trade (buying4ind selling of goods and services) takes place within the

geographical bounac “es ol a country, it is known as home or internal trade. This

type of trade is conduc xd wit" local currency. It is further divided as follows:

i.  Wholesun trade: In vw.iolesale trade, goods are purchased and sold in bulk. A
wiiecler “\wurchales large gquantities from the producers and sells in small
syantit 2s to tre retailers. A wholesaler is the link between the producer and
the etailer.

Ji."\ etail vade: It is associated with the sale of goods to the final consumers. A
retasier Is the one who purchases goods from the wholesaler (or sometimes
divectly from the producer) and sells them in smaller quantities to final
consumer. Retailer is the link between wholesaler (or sometimes
manufacturer) to the ultimate consumers.

2) FOREIGN TRADE/ EXTERNAL TRADE
When trade takes place between different countries, it is known as foreign or

external trade. When boundaries of two countries are crossed, then different
currencies are used. In simple words, this type of trade involves the use of foreign

currency. It is further divided as follows:

14
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i.  Import trade: When goods and services are purchased from another country, it is
called as import trade. E.q. India imports (purchases) crude oil from Saudi Arabia.

ji.  Export trade: When goods and services are sold to buyers in foreign country,
it is called as export trade. E.g. India exports (sells) raw cotton to China.

jii. — Entrepot trade: It is the combination of import and export trade. It invoi gs
importing the goods from one country and then reselling thesegmmads. to
another country. E.g. Indian seller importing goods from Japandind tiwn re-

exporting the same goods to Africa is an example of entrepoi crade

State the role of auxiliaries to trade in trading activities. (T)
Commerce is that part of business activity which is concerned v.ith distribution of

goods and services produced by industry. Commerce is furcher divided in trade and
auxiliaries to trade.

MEANING OF AUXILIARIES TO TRADE
Auxiliaries to trade or aids to trade refers tol all those ctivicies that facilitate smooth

flow of goods from manufacturing centres tithe con/ umption centres. They help in

removing hindrances that arise durii, the prouw 8, and distribution of goods and

services. In simple words, auxiliaries to trade| vlay supportive role to ensure smooth

trading activities.

Following are various auxilicties to trade:

1) TRANSPORT
The goods are produc d at4ne place while they are demanded over a wider
geographical “xea. Hence, 'C is required to send goods to different places where
they ax ue. hana . Miles of transport facilitates movement of men and materials

frovi ane pli e to ariother.

Note: T spor. reates place utility. Place utility is a utility created through availability

of coochar scivice at a particular place.

2) WAKCHOUSING

Trere is a time gap between production and consumption. This is because certain

goods are produced throughout the year but consumed only in a particular part of

the year and vice versa.

Eg.

I.  Umbrellas are manufactured throughout the year but mainly demanded during
rainy season.

i, Mangoes are produced only in one season but are demanded throughout the year.

15
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Therefore, it is important to store the goods carefully from the time of production
to the time of sale. Further, special arrangement must be made to prevent the loss
or damage. Warehousing makes it possible to store the goods properly and hence,
creates time utility. Warehouses are also called ‘godowns’. Due to warehousivg
facilities, prices of goods are maintained at reasonable level as these faciliiizs
ensure that there is continuous supply of goods and services to stiwafu_the
demand. In today’s era of mass production, storage is vital for £ny bisiness.

Warehousing helps to meet this function of the business.

Note: Time utility is utility created through availability of good/< rvice "< . partiilar

time.

3) INSURANCE
There are various risks involved in the business. c " J@&mlapt ny be destroyed while
in production process/transit (due to accidag®ht in torage (due to fire or theft)
etc. The businessmen prefer to cover the e risks, 1. precect themselves from such
risks with the help of insurance. Busines. men insu' > their goods by paying reqular
premiums as per their insurance £olicy. In reco® insurance companies undertake to
compensate the loss suffered di > to such visks. Although risks cannot be avoided
completely, they can be minimizea with idsurance.

4) BANKING
Money is required ‘or siurting the business as well as for running it. Banks
provide businessmen v th ad-quate and timely finance (money). They provide
loans, overainft, cash cridit etc. to businessmen. Banks also provide other
serviced su v ainchedes, drafts, debit cards, credit cards, online transactions
etcC Al tliise banking facilities helps in smooth functioning of business
& Bivitie . trade.

S)  ALMEITISICG

Advetising Is effective aid in selling the goods. The producer can communicate all
inforriation about goods and services with the help of advertisements. It helps to

create a strong desire in minds of consumers to buy the products. Advertising

activities can be indoor and outdoor. Communicating with the people when they
are in their homes is called indoor advertising. (E.q. newspaper, radio, TV etc).
Communicating with people when they go out from their homes is called as
outdoor advertising. (E.g. posters, hoardings at prominent places, neon sign board,
advertisement behind buses etc). Advertising influence consumers to buy the

products and hence, stimulates trade.

16
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Since many years, companies hire celebrities as ‘brand

66 - Gyan Guru

ambassadors’ to advertise their products. These celebrities charge a huge

« amount to the companies for endorsing the products. But it also gives a lé-

of benefit to companies in terms of increasing brand awareness & achievi, »

higher sales. |

6) MERCANTILE AGENTS

It is not possible for seller to contact all the customersdiice they ciedicattered

over a very wide area. This difficulty is solved by mercantile ac wts. These agents

bridge the gap between buyer and seller. Brokers, citate agents, wholesales,
retailers etc. are some examples of mercantile age. 5.
7)  COMMUNICATION

In today’s world, there is information el Dlosion. I e diferent market participants

such as traders, producers and consumers eed to ¢ mmunicate information among

themselves. They are able to fxchange v ation through various means of

communication such as cell pho! es, postal' ervices, email etc.

vy

SMART RECAP™ j

(®.). <9 and 10)

Commerce: Concerned with disc_hutiort of goods and services produced by industry.

CLASSIFICATICN O CLMMERLE:

1) Trade ( xchani: of gouds and services with money or money’s worth.)

1. lome ade/ Internal trade (within the country)
Who: sale trade: Purchase in bulk from manufacturers and sale to retailers

b Kctall trade: Purchase from wholesalers and sale to final consumers in

smaller guantities

roreign trade/ External trade (with other countries)

a.  Import trade: Purchasing goods/services from other countries
b.  Export trade: Selling goods/services to other countries
c.  Entrepot trade: Re-exporting imported goods/services

2)  Auxiliaries/ aids to trade (all activities that remove hindrances to trade)

E.g. Transport, Warehousing, Insurance, Banking, Advertising, Mercantile agents,

Communication etc.
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T

Give comparative analysis of business, profession and employment. (T)

Ans:
Business Profession Employment
1) Meaning
Business is a systematic | Profession is that part of | Employment is an econor ic

attempt by business persons
to
services and sell them in the

produce  goods  and
market, with a view to earn
the reward in the form of

profit.

economic  activities  under
which a person uses his
educational  knowledge  and
skills  to

services for eaming some

special render

ncome.

activity in which pessle_work
for others.

2) Reward/ Return

Businessmen earn profit.

Professional charges fees
providing expert servicas

3) Capital inve tment

wewnayee receives wages

|0 salary.

Capital investment depends

on size and nature of

Limited capital inve tment is

required, exiept for thnotmn'-

No

necessary.

nvestment Is

The

capital

employer

business.

employed | cofessiona .

provides all  facilities  and

resources to employees.

4) Nature of work

It

services to the public. |

provides — goods  an

It ral.ders personalized expert

- wices.

Employees perform the work

as per their service contract.

>)  Qualification

No minimum qua 7 atios /'s’

prescribed.

K pert knowledge and training
in a particular field is needed.

It the

employer.

is prescribed by

6)  Decision making

Businessme o 2 frecnto take

Professionals  take  expert | Employees only take decisions

the' ~Wsions. decisions in their profession. | related to their work.
7)  Risk
ll/riu s uncertain  and | Fees are  generally  not | Fixed and regular pay s
«Coular. Hence, there s | certain and regular. Hence, | given by employer as per

Wb risk in business. profession involves  certain | contract. Hence, no risk s

degree of risk. involved.

8) Examples

Builders,  Printers,  Book | Doctor, CA, Lawyer etc. Clerk, Teacher, Officers etc.
stores etc.
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1| ¢.2. | N uish betweer

|.  Industry and Commerce

Industry

Commerce

1) Meaning

Industry implies the economic activities that
are associated with the conversion  of

resources into goods that are ready for use.

goods and services produsea” wudidustr

which s concerned withd distrikstion

Commerce is that part of busidess Cstivity
of

|

2) Nature

It is engaged in production of goods and

It is engaged in distribuian of goods and

services.

services.

3) Location

It is located in factories and workshops.

It is_camductecnin markets and offices.

g) Utilit

It creates form utility.

It veates plg 2, time and possession utility.

S) < KResources

It uses machine and manpower.

It re uires more manpower.

Huge capital is required to starté ndustry.

6) CLapitr

Commerce  comparatively  requires
capital.

less

7) < .nterdependence

Industrial activities &, meaningle= without

commerce.

the absence of industry.

Commercial activities cannot be started in

8) Conducted by

Industrial ¢ yactiviizs  are  conducted by
producers a..a sanu: sturers.

traders, mercantile agents etc.

Commercial activities are conducted by

) S

tatus

Industryhis o1 rimary importance.

Commerce is of secondary importance.

10) Classification

ican be classified as primary, secondary and

It can be classified into trade

and

te tiary industry.

auxiliaries to trade.

1) Market force

It represents supply side of market.

market.

It represents demand and supply side of
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2. Business and Commerce

Business

Commerce

1) Meaning

Business Is a systematic attempt by business
persons to produce goods and services and

sell them in the market, with a view to earn

Commerce is that part of business activiy
which is concerned with distributiors

goods and services produced bigindustry

of

1

the reward in the form of profit. (business).
2) Concept |
It is a broader concept as it includes | It is a narrow concepiy as Ntds a pat of
commerce. business. o
3)  Skill

It requires technical as well as marketing

skills.

It requires only rrixcketing siills.

4)  Classification

It is classified into industry and commerce.

|t Je.

It is classied ¢s trade and auxiliaries to

3.  Business and Profession

Refer Q.]. — .

4. Employment and Profess w
Refer ®.]. — ).
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