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Introduction to Business 

What is a business?  

A business is an organization that gets involved in organized efforts and activities to supply 

services which allows the enterprise to gain profit.  

 

- A business has a lot of logical and rational thinking that goes into the growth of the enterprise. 

Not all businesses are successful -- some may even fail during the first week. The objective of 

this chapter is to inform you of the different stages and activities businesses go through daily and 

how they stay successful and running. 

 

Business Pain: A problem your business or your customers are facing.  

Business Gain: A result that benefits both your business and customers. 

Demand: A customer’s desire to obtain a business's goods. 

Supply: The amount of goods available to be sold.  

 

Factors of Production 

Land Labor Capital Entrepreneur 

What nature proverbs 

you with, such as 

forests, mines, and 

soil. Land refers to all 

natural resources.  

The effort that a 

worker puts into a 

task. Labor can be 

either mental or 

physical and is 

typically done for 

Man-made items that 

help in the means of 

production, such as 

machines, factories 

and buildings. 

The organizer, the 

one who starts or is 

important to the 

business who has 

ideas and drive for 

the future success of 
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income. the business. 

 

Laws of Production 

Supply and Demand are really important to take note of in any starting business for there are 

even laws and regulations taken to make sure they stay on the demand and supply schedule. 

Law of Demand: A law that states that when the worth of products increase, then 

demand for the product will go down. 

Law of Supply: A law that states that when the price paid by customers for products 

rises, suppliers increase the supply of the goods in the market. 

Demand Curve: A demand curve is a graph* that shows the relationship between the 

price of a certain good and the quantity that is demanded at that 

certain price. 

Supply Curve: A supply curve is a graph* that shows the relationship between the 

price of a certain good and the quantity of it already supplied in a 

time period. 

 

*Graph examples for Demand and Supply Curves: 

 

 



 

 

- Market Equilibrium is the market clearing point; it is when the price of the willing demand 

equals the supply of the product. Graphically* it is represented by the point where the demand 

curve and supply curve meet.  

 

                              Graph A                                                         Graph B 

 

-Two examples of Market Equilibrium can be seen here. Graph A shows that customers would 

buy the same amount of goods that organizations supply and sell. Graph B shows that when the 

prices were higher, sellers would sell more then the demand. However, if the price was lower, 

the demand for goods would be more than the supply for those goods. 

 

Shortages and Surplus: 

- When the demand for a good is greater 

than the supply and prices are below the 

equilibrium price, a shortage occurs. 

 

- A surplus is shown above the equilibrium 

price. The size of the surplus equals the 

quantity gap between the supply and demand 

curve opposite to the shortage gap. In math 

terms, it is the vertex of the angle. 

 

  



 

 

Types of market competitions in a business: 

Perfect Competition: A group of organizations that sell identical products 

where both the customers and sellers have perfect 

knowledge of the market. 

Monopolistic Competition: A group of organizations that don't sell identical 

products -- however, the products they sell serve the 

same purposes. 

Oligopoly: When a small number of large organizations produce 

similar but slightly different goods. 

Monopoly: When one organization produces and sells products that 

have no close substitute. 

 

Example of these competitions:  

- Perfect Competitions in the market includes agricultural businesses and Internet-related 

industries. 

- Monopolistic Competitions in the market includes fast food businesses such as McDonald’s 

and Burger King. 

- Oligopoly in the market includes car companies and food processing companies, such as 

Toyota, Ford, and GM. 

- Monopoly in the market includes clothing companies, TV programs and restaurant chains. 

 

  



 

 

The Economic Environment of Business 

- Economic Indicators are pieces of data used by analysts to determine investment possibilities 

and help judge the health of the economy. Businesses use these indicators to start off releasing 

new products and services to their customers to gain profit. 

- Aggregate output is the sum of all the products and services produced in an economy during a 

certain period of time. 

- Standard of living is the amount and quality of the goods and services available given the 

economical population. 

- Productivity is the measuring of produced inputs such as labor and capital that are being used 

in an economy to produce an output. 

GDP and GNP 

Gross Domestic Product 

(GDP) 

The measure of the total economic value of all final products 

produced within a country's borders during a specific period 

of time. 

Gross National Product 

(GNP) 

The measure of the total economic value of all final products 

produced out of a country's borders (nationally) during a 

specific period of time. 

GDP per capita A system that breaks down a country's economic output per 

person and is calculated by dividing the GDP of a country by 

its population. 

Real GDP The market value of products produced in an economy 

adjusted for inflation to reflect changes in real output. 

Nominal GDP The market value of products produced in an economy 

unadjusted for inflation. 

 

GDP GNP 

Gross Domestic Product 

Value of national output produced in a 

country. 

- National income 

- National output 

- National expenditure 

Gross National Product 

GNP = GDP + Net property income from 

abroad. 

 



 

 

- Stability: The ability to withstand problems, such as a decrease in sales or a loss of a key 

employee or customer. 

- Inflation: The rate at which the level of prices for products increase and the purchasing power 

decreases. 

- Recession: The slowdown in economic activity that leads to a significant fall in spending. 

- Depression: Severe downturn in economic activity that lasts years for years and which leads to 

a fall in the GDP of a minimum of 10%. 

- Buyer Power: The customer's ability to shake a business (either make it successful or fail). It 

can drive a business's pricing, targeting, and revenue. 

- Private Enterprise: A business or organization that is completely separate from the 

government and uses its own profits to grow. It is privately owned. 

 

Different policies in the economic side of business: 

Fiscal Policies Monetary Policies Stabilization Policies 

A government policy that 

tries to change the 

direction/stability of the 

economy through alterations 

in spending taxes. 

A central bank policy that 

involves the management of 

money supply and the 

demand side of economic 

policies that is used by the 

government to achieve 

growth. 

Both a government and 

central bank policy that is 

aimed to maintain a healthy 

level of economic growth and 

minimal price changes. 



 

 

 

The Objectives of The Monetary Policy 

 

The objectives of the Monetary Policy are quite 

simple and straightforward. Since it's a central 

bank policy, one of its most important objectives 

is to regulate its currency, stabilize the prices, and 

control growth. 

The 4 Different Types of Economies: 

Traditional Economy: A system that relies on history, culture, ethics and tradition to 

guide decisions such as products, production, and distribution. 

Command Economy: A system that relies on the government's decisions on what should 

be produced, how much of it, and the price at which the products 

should sell. It also determines incomes and investments. 

Market Economy: A system that relies on the laws of supply and demand to produce 

products. These supplies include natural resources, capital and 

labor. Enterprises here sell their products at the highest price 

customers will pay. 

Mixed Economy: A system that combines both the command and market economy to 

ensure freedom in the use of capital, but also allows the 

government to interfere in order to achieve social aims. 

 

  

 

Objectives 

of 

Control 

Economic 

Reduce 

Regulate 

Price Stability 

Social 



 

 

Business Codes of Ethics 

What is Ethics? 

Ethics is a standard system of morals practiced and believed by a person or group of people. 

Ethics VS Morals 

- Ethics refers to the 

policies and beliefs of 

a social system  

 

- External rules 

 

- May vary between 

environments. 

 

- Reasoning involved 

 

- For the survival of the 

society 

 

 

 

 

 

 

 

- Both cover right and 

wrong conducts 

- Morals are our own 

personalized 

principles. 

 

- Hard and fast rules 

 

- For the survival of the 

individual  

 

- Relative to society and 

culture 

 

Business and Ethics: 

Ethical Behavior: Doing the right actions for the correct reasons. 

Unethical Behavior: Violating the right thing for the wrong reasons. 

Business Ethics: The behavior of appropriate business policies and practices 

regarding potential controversial subjects. 

Managerial Ethics: The behavior and principles dictated by upper management that 

show what is right and wrong in an organization. 

 

- A Ponzi Scheme is a fraudulent investment scam which is a cycle of returns for earlier 

investors with the money taken from later investors. It repeats as an endless cycle and normally, 

a conflict of interest rises where the schemer tries to compete for the organizations loyalty while 

still doing something close to embezzlement.  



 

 

The True Story of Ponzi’s Scheme: A Financial Legend 

 

In 1882, in Italy, Carlo Ponzi, later known as 

Charles Ponzi, was born. In 1903, he arrived in 

the U.S, and on his way to America, he gambled 

away much of his money. "I landed with $2.50 

in cash and $1 million in hopes throughout this 

country, and people's hopes never left me." 

 

Ponzi started off working odd jobs, including as a dishwasher during a restaurant. In 1907, he moved 

to Canada, where he began working for Banco Zarossi, a bank founded by another Italian, Luigi 

Zarossi. Zarossi promised to grant any or all the depositors a yield of 6 percent, twice the utmost amount 

because the banks practised at the time. 

 

It was discovered after a few years that Zarossi was falsifying the company's books account, and 

Ponzi was convicted and sentenced to twenty months in excessive jail after being found forging a nasty 

check. Instead of telling his mother in Italy that he was in jail, in an unnecessary letter he wrote to her 

that he was performing at a Canadian prison. 

 

In 1911 he returned to the U.S. and shortly afterwards he was arrested again. He was involved in yet 

another criminal venture, smuggling Italian immigrants across the border into the U.S. After two years 

of prison spent in Atlanta, he moved to the large apple. 

 

Returning to Boston, Ponzi did an outsized amount of labor to undertake to survive, and he founded 

several small businesses that ended all very badly. Probably during this era came the thought of the 

scheme named after him. Everything started from a plan that seemed brilliant: to want advantage of a 

transparent flaw within the U.S. postal system to buy for affordable U.S. stamps in Italy and sell them 

within the US at the way higher price. 

 

The system never worked, but Ponzi didn't give up: he began to talk about his idea to many Italian 

immigrants, promised yields of quite 400 per cent and commenced raising money. During some years, 



 

 

he had raised countless dollars. His system concerning the acquisition of stamps, however, continued 

to fail. Ponzi was forced to pay the returns he had promised to his early investors with the money 

investing new investors. 

 

Ponzi managed to urge money by exploiting the ingenuity of Italian immigrants. He had a wonderful 

rhetorical ability, was charismatic, and was apparently really rich. The scheme, however, couldn't last 

long. Ponzi thought of buying a series of banks or a corporation, and with the profits, he was visiting 

to repay his investors, but the chain broke before reaching that point. 

 

The scheme of Ponzi started to crumble, the interests he had to pay exceeding the deposits of the new 

investors at one point. The Boston Post started to study his returns in August 1920. The investigation 

resulted in a run on the Ponzi business, with investors scrambling to get their money out of it. They 

uncovered his scam. They detained Ponzi and repatriated him to Italy. He died at a hospice for needy 

people in Rio de Janeiro, Brazil, in 1934. 

 

So on balance that is going on to Ponzi and also the business issues he faces they named this scheme 

after him for he's the primary but not the last to begin off with this scheme. 

 

 

 

  



 

 

The Motivating Story of Henry Ford and The Ford Industry 

 

In 1885, Henry Ford, a pioneering young engineer 

worked at the Edison Illuminating Company at night 

while spending his days constructing and developing 

what he imagined would be a revolutionary motor-

powered horse drawn carriage. 11 years later, he 

debuted that machine. He called it a Quadricycle, 

and he showed it off on town streets. 

 

While not a production - ready - or perhaps production possible - automobile, the Quadricycle 

put wind to Henry Ford’s back, and thereupon wind he completed his second prototype just a 

year later. He then convinced well-known Detroit financier William Murphy to place lots of cash 

behind his new Detroit Automobile Company. 

 

Unfortunately, building a sophisticated line wasn’t nearly as intuitive from industrialists as 

building the prototype. an industrialist made mistake after mistake as he sought to perfect a 

fashionable and sophisticated production process. And his backers weren’t proud of the delays. 

Just a touch over a year later, the corporate folded. 

 

Of course Ford wasn’t done yet. Somehow he again convinced the identical backer to start out 

another auto company with him. This time, he would learn from his mistakes and make an 

organization that was, he believed, his destined for achievement. He even named the corporate 

after himself. He called it. The industrialist Company. 

 

This isn’t the Ford Motor Company we know. Just another year and a half after starting the 

corporation, Ford walked away. He was angry about how the company’s management team 

interfered with the method he wanted to create, and he wasn’t willing to maneuver forward with 

them! 

 



 

 

All but certain doom awaited him. The auto industry was small. People knew one another. It also 

meant that nobody would invest in his automobile fantasies and ideas again. 

 

Here’s where things get strange. Perhaps for many folks, this could be a devastating turn of 

events; something we couldn’t possibly live through. But first hand accounts from friends and 

family tell a special story; Ford didn’t seem bothered. He knew what his destiny was, and he 

would find the way. 

 

It took some more years, but in 1903 Ford found an eccentric swashbuckling backer in 

businessman Alexander Malcomson. Malcomson saw Ford’s vision, and he was willing to 

venture on him, and provide him the space he needed to make. Soon thereafter, Ford’s Model A 

was born. The remainder in fact is history. Ford transformed the auto industry forever. 

 

20 Questions to Ask Yourself and Things to Keep in Mind When Starting a Business 

1) Name your business, and explain why you give it that name. 

2) State the products you offer. Why did you choose to offer these products? 

3) Set your price. Why did you set this price? 

4) Where will your business be situated (location)? Why did you choose this location? 

5) What kinds of economy will your business perform better? Why? (Market/Command)  

6) Are people willing and able to purchase your product? (Purchasing power/ Buyer power) 

How can you tell they are? 

7) Is your business offering a product or service? 

8) State the factors of Production your business have or use: Entrepreneurship? Capital 

Resources? Labor Resources? 

9) Is your business satisfying customers wants or needs? Explain. 

10)  Is there enough demand for your business’s products? How can you tell? 

11)  Are you able to keep supplying the market with the same price for your product? Or will 

you have to change the price? Explain. 

12)  Are people satisfied with your pricing strategies? Explain. 

13)  What kind of economy satisfies the growth of your business? Was it free enterprise? 

Explain. 



 

 

14)  Does your business have competitors? If yes. Who are they? 

15)  What kind of competition do you consider your business to have? Explain. 

16)  Does your business care about repeated business or more about higher one time returns? 

Why yes/no? 

17)  Do you consider innovation while making your products? Why? 

18)  Why would you think that innovations are good or bad for your business? 

19)  Will you make a lot of profit from your business? Why do you think so? 

20)  Is there any role that the government has in the economy, and will that affect your 

business? 
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