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10th May to 21st May, 2021 (09 Working Days) 
Chapter 1-Nature and Purpose of Business 

 
Human activities are classified into economic and non-economic activities. 
Non Economic activities are done to satisfy one’s emotional needs such need for love, ego 
etc. 
Economic activities include Business, Profession and Employment. 
 

 



Business is an activity in which different persons exchange something of value, whether goods 
or services, for a mutual gain 
 
Nature of Business 
 It is an economic activity. 
 It involves production or procurement of goods and services 
 It involves sale or exchange of  goods and services 
 It involves regular dealings in goods or services 
 It is done for a profit motive 
 It involves uncertainty of return 
 It has an inherent element of risk 

 
Business as an Economic Activity 
 It is done for a profit motive 
 It involves exchange or sale of goods and services for profits 
 It leads to creation of the following Utilities 
o Form Utility by changing raw material into finished products that are useful for people 

through manufacturing processes 
o Time Utility by filling the gap between the time they are produces and consumed 

through warehousing activities 
o Place Utility by making goods available in convenient locations for customers through 

transportation facilities 
 
Profit may be regarded as an essential objective of business for various reasons: 
a. It is a source of income for business persons 
b. It can be a source of finance for meeting expansion requirements of business 
c. It indicates the efficient working of business 
d. It can be taken as the society’s approval of the utility of business 
e. It builds the reputation of a business enterprise. 
 
Question and Answers: 
1. Define economic and non economic activities. 
2. Distinguish between types of economic activities. 
3. Define business and discuss its nature. 
4. ‘Business is an economic activity.’ Justify the given statement. 
5. How do business create form, place and time utilities? 
6. ‘Earning profit is regarded as an essential objective of business’. Elaborate. 


