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1.1 Nature of Business Activity
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	Term
	Definition

	Business
	

	Inputs
	

	Outputs
	

	Product
	

	Goods
	

	Services
	

	Processes
	

	Market
	

	Customers
	

	Consumers
	

	Consumer Goods
	

	Capital Goods
	

	Value Added
	

	Profit
	

	Opportunity Cost
	

	Rational Decision-Makers
	

	Loss
	

	Surplus
	

	Factors of Production
	

	Renewable Resources
	

	Non-renewable Resources
	

	Investment
	

	Entrepreneurship
	

	Rent
	

	Interest
	

	Wages/salaries
	

	Specialization
	

	Division of Labor
	

	Business Functions
	

	Primary Sector
	

	Secondary Sector
	

	Tertiary Sector
	

	Gross Domestic Product
	

	Chain of Production
	


Question 1.1.1

Explain how the following products have value added. (6 marks)

a)  A 100-page fashion magazine.

b)  A photo of a famous celebrity with a signed autograph.

c) A state-of-the-art laptop computer.

Question 1.1.2

Read the case on page 7 in the text.

b)  Use the case study to examine the reasons why opportunity cost is an important concept in business decision making. (6 marks)

Question 1.1.3

Read the case on page 12 in the text.

a) Give an example of how specialization is found in schools. (1 mark)

b) Examine how business functions operate in an organization such as schools. (6 marks)

Review Questions

1. What are the purposes of business activity?

2. Distinguish between ‘customers’ and ‘consumers’ of a business.

3. What are the four factors of production and their respective rewards for being used in the production process?

4. What are the four functional areas of a business?

5. Describe the three business sectors of the economy.

