Nature and Scope of Business

Nature and Scope of Business — Study Notes

1. What Is Business?

Definition Explanation
Economic The organized effort to produce, distribute, and sell goods or services to satisfy
Activity human needs and wants.
Exchange Involves a voluntary transaction where buyers give something of value (money,
Process services, assets) in return for a product or service.

Continuous Production ? Marketing ? Distribution ? Consumption ? Feedback ? New
Cycle production.

2. Nature of Business

Aspect Key Points

o Conducted by individuals, groups, or institutions; requires motivation,
1. Human Activity ) o
skill, and coordination.

. o Aims at generating income, profit, or economic welfare; measured in
2. Economic Activity
monetary terms.

) o Satisfies societal needs, creates employment, contributes to
3. Social Activity .
community development.

. Business operations are ongoing; they do not stop after a single
4. Continuous Process ]
transaction.

_ o Involves systematic planning, coordination, and control of resources
5. Organized Activity ] _ _
(human, financial, material).

) ) Adapts to technological advances, market trends, legal regulations,
6. Dynamic & Changing
and consumer preferences.

7. Risk?Bearing Entrepreneurs accept uncertainty and potential loss in pursuit of profit.

_ _ While not the only objective, profit is essential for sustainability,
8. Profit?Oriented .
growth, and reinvestment.

) Must comply with laws, regulations, and ethical standards (fair trade,
9. Ethical & Legal _ _ _
consumer protection, environmental stewardship).
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Aspect

10. Inter?related with

Other Sectors

Key Points

Interacts with agriculture, industry, services, and the government
through supply chains and policy frameworks.

3. Scope of Business

The scope defines the breadth of activities, functions, and areas where business operates.

Area

A. Production /
Manufacturing

B. Procurement /
Purchasing

C. Finance & Accounting

D. Marketing & Sales

E. Human Resources
(HR)

F. Research &
Development (R&D)

G. Logistics &
Distribution

H. Information
Technology (IT)

I. Customer Service &
After?Sales Support

J. Legal & Compliance

K. Corporate Social
Responsibility (CSR)

Description

Transforming raw materials into
finished goods.

Acquiring raw materials, components,
and services needed for production.
Managing capital, cash flow,
budgeting, and financial reporting.
Identifying market needs, promoting
products, and closing sales.
Recruiting, training, compensation,
and employee welfare.

Innovating new products, improving
processes, and applying technology.

Moving goods from production sites to

end?users efficiently.

Supporting operations through
hardware, software, and data
management.

Maintaining relationships, handling
complaints, and providing service.
Ensuring adherence to laws,
regulations, and corporate
governance.

Activities that benefit society and the
environment beyond profit.
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Examples

Automobile assembly, textile
weaving.

Sourcing steel, buying
software licenses.

Issuing bonds, preparing
balance sheets.
Advertising campaigns, e?
commerce platforms.

Talent acquisition,
performance appraisal.

Developing a new drug,
improving battery efficiency.
Warehouse management,
last?mile delivery.

ERP systems, cybersecurity.

Call centers, warranty
repairs.

Intellectual property
protection, tax compliance.

Community education
programs, carbon?offset
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