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Business Basics 

Businesses look to provide for our needs and our wants, and to make a profit in doing this. The five basic needs that we need to survive are food, water, shelter, clothing and warmth.

A market is any situation in which buyers and sellers exchange goods and services. The most common way of doing this is still in face to face situations, like a supermarket, in a high street or at an auction. There are, however, other situations where markets are made, such as on the telephone or increasingly over the electronic networks. Shares are traded both on the telephone and over computer networks.  The internet is fastest growing type of market with people booking holidays, buying music and books as well as their groceries over the internet.
All goods or services require an input of resources in order to be produced. These resources can be categorised as land, labour or capital and entrepreneurship and are known as the factors of production.  For a T-Shirt printing business these could be:
	Land
	Wool, cotton and inks that come from plants and sheep and oil

	Labour
	Printing staff, customer services, managers, admin

	Capital
	Money used to buy printing technology and all equipment

	Entrepreneurship
	The founders of the business


When a business makes a decision it will consider the opportunity cost of the action. This is the value of the next best alternative that action. If, for example, the T-Shirt printing company decided to buy another printing machine the opportunity cost may be the benefits of hiring another salesperson.

T-Shirt printers are part of the tertiary sector of the economy. They rely on businesses in other sectors, and this is known as interdependence.

Primary production – raw materials (such as oil, coal, wood and food) are extracted, grown or cut down. Examples include farming, forestry, fishing and mining. 

Secondary production – raw materials are turned into finished goods. Examples include carpentry and manufacturing.

Tertiary production – goods and services are sold directly to the consumer e.g. shops and banks.

The chain of production shows how a good is produced and the value added at each stage. 

TASK: Draw and label the chain of production for a printed sweatshirt
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