Chapter 1 
(What is a Business?)

[bookmark: _GoBack]Main points of Chapter 1
· Definition of “business”
· Characteristics of business
· Revenues and expenses
· Profit and Loss
· The Profit Motive
· Risk and Return

Definitions:

Business: 
· An (organization) organized effort, to create or provide something, that people want and will pay for, in order to make a profit
Customers: 
· The people who need or want, and are willing to pay for, the things that a business provides 
Profit: 
· The positive benefit from running a business (R - E)
The Profit Motive:
· People will give up their time, energy and money only if there is some incentive for them to do so, if there is no pay-back for their self-sacrifice and risk, rational people will save their time and money 
· The chance for owners to create wealth - is the incentive
Not For Profit Organization: 
· An organization that may provide products or services, and may collect revenue, but is not intended to make a profit
Products: 
· Things that result from human or mechanical effort or as the result of a natural process
Public Sector Organization: 
· An organization that is owned by the government
Marxism:
· The economic and political theories developed by Karl Marx
· Argued that owners of the means of production are a class of people who grow wealthy by exploiting the labour of others 
· Saw profit as a manifestation of exploitation and greed

Liberalism: 
· The economic and political theories developed by Adam Smith
· An economic and political theory that espouses that people should be left to pursue their own self-interest, without government interference
· Assumes that people will make the choice to co-operate with others, because it is in their own interest to do so

What is a Business?
· An (organization) organized effort, to create or provide something, that people want and will pay for, in order to make a profit
· Customers need and want things and people will pay for them
· Profit is the key of why business exist 
· If the intent of the business if not to make a profit, it is not a business 
· Ex. Universities, Churches, Hospitals

5 Characteristics Common to All Businesses

1. Organized Effort
2. Provides things that people need and want
3. Must try to satisfy customers’ needs
4. Generates revenue from sales 
5. Businesses try to make a profit
6. ???Willing to undertake risks???

Risk:
· GM failed for the reason any business fails, because running a business is a human endeavour 
· You need to make assumptions about future trends in the market and make investments that have a degree of uncertainty 
