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T O D AY ' S  M I S S I O N

Today's mission

1 Distinguish business, profession and employment on every axis.

2 Classify business activities into industry (3 types) and commerce.

3 Explain the 5 auxiliaries to trade and the hindrance each removes.

4 Define business risk and state its causes.

5 Score 7/8 marks on this chapter's slice.
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W H Y  T H I S  M AT T E R S

Why this chapter matters

1 6-8 marks in every Class 11 term/annual paper.

2
Foundation chapter — every later BSt chapter (forms of organisation, services, internal trade)

assumes this vocabulary.

3 Definition + classification heavy — clear structure beats rote memorisation.



R E A DY  F O R  B O A R D S
CBSE 2027  ·  Business Studies  ·  Class 11

4readyforboards.comA
T O P I C

A
Concept of
business &
economic
activities
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T H E O R E M   ·   L O A D - B E A R I N G  R E S U LT

What is Business?

" Business is an economic activity involving the regular production or purchase and

sale of goods and services, undertaken with the motive of earning profit and

satisfying human wants.

S TAT E M E N T

An ECONOMIC activity is

performed to earn a livelihood

(money motive); a NON-

ECONOMIC activity is

performed out of love,

sympathy, sentiment or

patriotism (no money motive).

Economic activities split into

W H Y  T H I S  M AT T E R S

Distinguishing economic from non-

economic activity is the entry point

of the whole subject — Business

Studies studies only economic

activity organised to earn profit

■

The SAME act (e.g■

cooking) is economic in a

restaurant and non-economic at

home, depending on the motive.

■

WAT C H  O U T  F O R

NOTE  Not every activity that uses

money is 'business'. A doctor earns a

FEE (profession) and a clerk earns a

SALARY (employment) — neither is

business, which earns PROFIT and

bears the risk of capital.
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T O P I C

Business vs Profession vs Employment

B U S I N E S S

Business is the economic

activity concerned with the

regular production or

purchase and sale of goods

and services to earn profit. It

is established after

completing legal formalities

(e.g. registration), needs

CAPITAL that varies with the

size of operations, and

carries a HIGH degree of risk

P R O F E S S I O N

A profession is an

occupation involving the

rendering of personalised,

expert services of a

specialised nature, based on

professional education and

training — a chartered

accountant, doctor, lawyer or

architect. It is established

only after obtaining

MEMBERSHIP of a

E M P L OY M E N T

Employment refers to an

occupation in which a person

works regularly for

ANOTHER (the employer)

under a contract of service in

return for a SALARY or

WAGE. It begins on joining

service after appointment, on

the terms of an appointment

letter/service agreement. No

capital investment is required



R E A DY  F O R  B O A R D S
CBSE 2027  ·  Business Studies  ·  Class 11

7readyforboards.comB
T O P I C

B
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T O P I C

Defining features of business

AN ECONOMIC ACTIVITY

Business is

fundamentally an

economic activity — it is

carried on to earn money

and a livelihood, not for

emotional or social

reasons. This anchors

business firmly within the

economic sphere and

distinguishes it from non-

economic activities such

as charity, religious work,

or family service.

Because the driving

motive is monetary gain,

PRODUCTION OR
PROCUREMENT OF GOODS

& SERVICES

Every business either

PRODUCES the goods

and services it deals in (a

manufacturer making

soap) or PROCURES

them from others to

resell (a wholesaler

buying soap to sell to

retailers). Goods may be

consumer goods (bread,

clothing) or producer/

capital goods (machinery,

tools); services are

intangible (banking,

SALE OR EXCHANGE FOR
VALUE

For an activity to qualify

as business, the goods

and services produced or

procured must be SOLD

or EXCHANGED for value

— a one-off sale to a

friend or production

purely for self-

consumption is NOT

business. If a person

knits a sweater for

personal use, it is non-

economic; knitting

sweaters regularly to sell

REGULARITY OF DEALINGS

A single, isolated

transaction does not

constitute business —

there must be

REGULARITY and

continuity of dealings. If

a person sells their old

furniture once, it is not

business; but a person

who deals in furniture

regularly IS in business.

This recurring, repetitive

nature is what builds a

going concern and

distinguishes a trader
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C
History of trade
& commerce in
India
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T O P I C

How Indian commerce evolved

A N C I E N T  T R A D E  &  T R A D E
C E N T R E S

Organised trade in India is

ancient — the Indus Valley

civilisation (Harappa,

Mohenjo-daro) traded with

Mesopotamia, and under the

Maurya empire trade

flourished along well-

developed routes. Major

historical trading and

commercial centres included

Pataliputra (Patliputra,

H U N D I  &  T H E  I N D I G E N O U S
B A N K I N G  S Y S T E M

Long before modern banks,

India ran a sophisticated

INDIGENOUS BANKING

system operated by

communities of bankers

(seths, shroffs, mahajans).

Their central instrument was

the HUNDI — a written

financial instrument, a bill of

exchange used to transfer

money, provide credit, or

I N T E R M E D I A R I E S  &  M E R C H A N T
C O R P O R AT I O N S

Indian commerce relied on a

web of INTERMEDIARIES

who bridged producers and

distant markets: commission

agents, brokers (dalals), and

distributors who took goods

to where demand existed

and bore part of the risk.

Trade was also organised

through powerful

MERCHANT CORPORATIONS
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W O R K E D  E X A M P L E

The three types of industry

1 PRIMARY industry — extraction and reproduction of natural resources. (a) EXTRACTIVE: draws products from soil,

water, air — mining, fishing, hunting, lumbering, harvesting of crops. (b) GENETIC: reproduces and multiplies plants/

animals for sale — plant nurseries, poultry farms, cattle/fish breeding.

2 SECONDARY industry — processes materials already extracted. (a) MANUFACTURING: converts raw/semi-finished

materials into finished goods (sub-types: analytical, synthetical, processing, assembling). (b) CONSTRUCTION: builds

infrastructure — buildings, roads, dams, bridges, canals (products are immovable, sold at site).

3 TERTIARY / SERVICE industry — provides support services to primary and secondary industry and to trade:

transport, banking, insurance, warehousing, communication, advertising. It does not make goods; it aids their flow.

4 Remember the logic: PRIMARY taps nature → SECONDARY transforms it → TERTIARY services both. Construction

stays in SECONDARY, never tertiary.
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T O P I C

Four sub-types of manufacturing industry

ANALYTICAL INDUSTRY

An analytical (extractive-

processing)

manufacturing industry

takes a single basic raw

material and ANALYSES

or separates it into

several different useful

products. The textbook

example is OIL REFINING:

crude oil (one input) is

broken down into petrol,

diesel, kerosene,

lubricants, bitumen, and

other fractions. The

defining feature is ONE

SYNTHETICAL INDUSTRY

A synthetical

manufacturing industry

does the OPPOSITE of

analytical — it COMBINES

several raw materials into

a single finished product.

The classic examples are

CEMENT (made by

combining limestone,

gypsum, clay and coal)

and SOAP, paints, and

cosmetics (which blend

multiple ingredients). The

defining feature is MANY

inputs → ONE output.

PROCESSING INDUSTRY

A processing

manufacturing industry

passes a raw material

through SEVERAL

SUCCESSIVE STAGES of

processing to turn it into

a finished product.

Examples include the

manufacture of SUGAR

(cane → juice →

crystallised sugar

through successive

stages), STEEL, paper,

and textiles (cotton →

yarn → cloth). The

ASSEMBLING INDUSTRY

An assembling

manufacturing industry

brings together various

COMPONENT PARTS,

made separately, and

FITS them into a single

finished product. The

textbook examples are

the manufacture of

AUTOMOBILES,

computers, televisions,

and watches, where pre-

made parts are

assembled on a line. The

defining feature is
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T H E O R E M   ·   L O A D - B E A R I N G  R E S U LT

Commerce = Trade + Auxiliaries to Trade

" Commerce is the sum of activities that DISTRIBUTE goods and services from

producers to consumers, removing the hindrances of persons, place, time, risk,

finance and information. Commerce = TRADE (buying & selling) + AUXILIARIES

(support services).

S TAT E M E N T

TRADE is the buying and

selling of goods: INTERNAL

trade (within a country —

wholesale & retail) and

EXTERNAL trade (across

countries — import, export,

entrepot). AUXILIARIES to

trade are transport,

W H Y  T H I S  M AT T E R S

Industry produces goods but they

are useless until they reach the

right person, at the right place, at

the right time

■

Commerce bridges this gap

between production and

consumption — trade transfers

ownership while auxiliaries remove

the practical obstacles to that

transfer.

■

WAT C H  O U T  F O R

NOTE  Do not equate commerce with

trade. Trade is only ONE part of

commerce; the auxiliaries are the

other essential part. Commerce is the

wider term.
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T O P I C

The 5+1 aids to trade & the hindrance each
removes

TRANSPORT &
COMMUNICATION —

REMOVES PLACE/ INFO
HINDRANCE

Goods are produced at

one place but demanded

at many others;

TRANSPORT (rail, road,

water, air, pipelines)

carries raw materials to

factories and finished

goods to scattered

markets, removing the

hindrance of PLACE and

creating place utility.

Hand-in-hand with it,

COMMUNICATION (post,

BANKING & F INANCE —
REMOVES F INANCE

HINDRANCE

Business needs funds to

buy raw materials, pay

wages, and hold stock

before sales revenue

comes in; BANKING

removes the hindrance of

FINANCE by providing

working-capital loans,

cash credit, overdrafts,

and discounting of bills.

Banks also help collect

payments for goods sold

on credit and, in foreign

trade, provide letters of

INSURANCE — REMOVES
RISK HINDRANCE

Trade exposes goods and

capital to many risks —

fire, theft, accidents,

damage in transit, and

natural calamities.

INSURANCE removes the

hindrance of RISK by

compensating the

insured for such losses in

exchange for a small

periodic premium,

spreading the loss of the

few over the many. This

protection gives traders

WAREHOUSING —
REMOVES T IME

HINDRANCE

Many goods are

produced in one season

but consumed

throughout the year

(wheat, rice, woollens),

while others are

produced continuously

but sold in batches.

WAREHOUSING removes

the hindrance of TIME by

storing goods safely

from the moment of

production until they are

demanded, thereby
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business risk
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T O P I C

Why business exists & what threatens it

MULTIPLE OBJECTIVES OF
BUSINESS

Modern business

pursues MULTIPLE

objectives, not profit

alone. Following Peter

Drucker, the standard

CBSE list is: market

standing (a secure share

against competitors),

innovation (in products

and processes),

productivity (optimum

input-output ratio),

securing physical &

financial resources,

ROLE AND IMPORTANCE
OF PROFIT

Profit — the excess of

revenue over cost —

plays several vital roles: it

is the REWARD for the

entrepreneur's risk-

bearing and effort, the

SOURCE of finance for

expansion and

modernisation (ploughed-

back profits), a

MEASURE of the firm's

efficiency and a signal of

its health, and the means

of building reserves to

BUSINESS RISK —
MEANING & NATURE

BUSINESS RISK is the

possibility of inadequate

profit or even loss arising

from the uncertainties

and unforeseen events

that surround every

business. Its NATURE has

four features: risk is

INHERENT in every

business and cannot be

avoided; it ARISES from

uncertainty about the

future; the DEGREE of

risk depends on the

CAUSES OF BUSINESS
RISK

Business risks arise from

several kinds of causes.

NATURAL causes —

floods, droughts,

earthquakes, fire — strike

unpredictably and

damage goods and

assets. ECONOMIC

causes — changing

demand, rising

competition, price

fluctuations, changes in

technology, fashion, or

interest rates — affect
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T O P I C

Business vs profession

T R A P  →  T R U T H

✗ MISTAKE Business and profession are the same because both earn money.

✓ CORRECT They differ on FOUR key axes. Establishment: business needs a legal-process setup, a

profession needs membership of a professional body + certificate of practice (e.g. ICAI for a CA).

Reward: business earns PROFIT, a profession earns a FEE. Qualification: business needs none

formally, a profession needs prescribed expertise. Risk: business bears the risk of capital loss, a

profession bears little capital risk. Saying they are 'the same' loses every mark on the distinguish

question.
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T O P I C

Industry vs commerce

T R A P  →  T R U T H

✗ MISTAKE Industry and commerce mean the same thing — both are 'business'.

✓ CORRECT Both are sub-divisions of business but they do DIFFERENT jobs. INDUSTRY creates

form/utility — it produces and processes goods (mining, manufacturing, construction). COMMERCE

creates time and place utility — it DISTRIBUTES what industry makes, through trade + auxiliaries.

Industry makes; commerce moves and sells. Confusing the two costs marks on the classification

question.
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T O P I C

Trade vs commerce

T R A P  →  T R U T H

✗ MISTAKE Trade and commerce are interchangeable terms.

✓ CORRECT Commerce is the WIDER term: Commerce = Trade + Auxiliaries to trade. TRADE is

only the buying and selling of goods (internal/external). The AUXILIARIES (transport, banking,

insurance, warehousing, advertising, communication) are the support services that REMOVE the

hindrances to trade. Trade is a part of commerce, not equal to it.
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T O P I C

Profit as the sole objective

T R A P  →  T R U T H

✗ MISTAKE The only objective of business is to maximise profit.

✓ CORRECT Profit is essential (it rewards risk, funds growth, signals efficiency) BUT modern texts

list MULTIPLE objectives: market standing, innovation, productivity, physical & financial resources,

profitability, manager performance & development, worker performance & attitude, and social

responsibility. Peter Drucker argued a business that pursues only profit endangers its own survival.

State multiple objectives for full marks.



R E A DY  F O R  B O A R D S
CBSE 2027  ·  Business Studies  ·  Class 11

readyforboards.com 23

T O P I C

Economic vs non-economic activity

T R A P  →  T R U T H

✗ MISTAKE All work a person does is an economic activity.

✓ CORRECT ECONOMIC activities are done to EARN money/livelihood (a shopkeeper selling

goods, an employee working for salary). NON-ECONOMIC activities are done out of love, sympathy,

sentiment or patriotism with NO money motive (a mother cooking for her family, gardening as a

hobby, helping a neighbour). The SAME act can be either depending on the motive — cooking for a

restaurant (economic) vs cooking for family (non-economic).
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T O P I C

Construction as a tertiary activity

T R A P  →  T R U T H

✗ MISTAKE Construction (building roads, dams, bridges) is a service/tertiary industry.

✓ CORRECT Construction is a SECONDARY (manufacturing-type) industry — it CREATES

infrastructure by combining materials. It differs from ordinary manufacturing because its products

are immovable and sold at the site, but it is still secondary, NOT tertiary. Tertiary = services that AID

industry and trade (transport, banking). Misplacing construction is a frequent classification error.
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T O P I C

Business risk can be eliminated

T R A P  →  T R U T H

✗ MISTAKE Good management can completely eliminate business risk.

✓ CORRECT Business risk is INHERENT and can be REDUCED/managed (through insurance,

diversification, forecasting) but NEVER fully eliminated. Insurance covers only INSURABLE

(speculative-excluded, pure) risks like fire/theft; it cannot cover losses from changing fashion,

competition, or policy. The possibility of inadequate profit or loss is a permanent feature of

business — that is why profit is the reward for risk-bearing.
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T O P P E R  T E M P L AT E  ·  M A R K- B Y- M A R K

5-mark: 'Classify business activities and explain
the types of industry.'

1 TWO BROAD
CATEGORIES

1 m

Business activities are classified into two broad categories: (a) INDUSTRY — production and processing

of goods, and (b) COMMERCE — distribution of goods and services through trade plus auxiliaries to

trade.

2 PRIMARY INDUSTRY
(EXTRACTIVE +
GENETIC)

2 m

PRIMARY industries extract or reproduce natural resources. (i) EXTRACTIVE — draw products from soil,

air, water (mining, fishing, hunting, farming-of-crops harvesting). (ii) GENETIC — reproduce and multiply

certain plants and animals for sale (nurseries, poultry farms, cattle breeding, seed/plant farms).

3 SECONDARY INDUSTRY
(MANUFACTURING +
CONSTRUCTION)

1 m

SECONDARY industries process materials already extracted. (i) MANUFACTURING — convert raw

materials/semi-finished goods into finished goods (analytical, synthetical, processing, assembling). (ii)

CONSTRUCTION — build infrastructure such as buildings, roads, dams, bridges (immovable, sold on site).

4 TERTIARY / SERVICE
INDUSTRY

1 m

TERTIARY industries provide SUPPORT services to primary and secondary industries and to trade —

transport, banking, insurance, warehousing, communication, advertising. They aid the flow of goods

rather than producing them.
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T O P P E R  T E M P L AT E  ·  M A R K- B Y- M A R K

5-mark: 'Explain any 5 auxiliaries (aids) to
trade.'

1 TRANSPORT &
COMMUNICATION

1 m

TRANSPORT removes the PLACE hindrance — it carries raw materials to factories and finished goods to

distant markets (rail, road, air, water). COMMUNICATION (post, telephone, internet) links buyers and

sellers and removes the hindrance of information.

2 BANKING & FINANCE

1 m

BANKING removes the hindrance of FINANCE — banks provide working capital, loans, overdrafts, and

remittance/collection services, and help in collecting payments for goods sold on credit, especially in

foreign trade.

3 INSURANCE

1 m

INSURANCE removes the hindrance of RISK — it covers losses from fire, theft, accidents, and transit

damage by compensating the insured against an agreed premium, giving traders confidence to operate.

4 WAREHOUSING

1 m

WAREHOUSING removes the hindrance of TIME — goods produced in one season but demanded

throughout the year are stored safely, creating time utility and stabilising prices.

5 ADVERTISING

1 m

ADVERTISING removes the hindrance of INFORMATION (knowledge) — it informs prospective buyers

about products, features, and prices, bridging the gap between producers and widely-scattered

consumers.
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T O P P E R  T E M P L AT E  ·  M A R K- B Y- M A R K

4-5 mark: 'Distinguish between business,
profession and employment.'

1 MODE OF
ESTABLISHMENT

1 m

BUSINESS: starts after fulfilling legal formalities. PROFESSION: starts after membership of a professional

body and a certificate of practice. EMPLOYMENT: starts on joining service after appointment/letter.

2 NATURE OF WORK &
QUALIFICATION

1 m

BUSINESS: provision of goods/services, no minimum qualification fixed. PROFESSION: rendering of

personalised expert service, needs prescribed qualification + training. EMPLOYMENT: performing work as

per the service contract, qualification varies with the job.

3 REWARD / RETURN

1 m

BUSINESS earns PROFIT (uncertain, variable). PROFESSION earns a FEE (regular, professional).

EMPLOYMENT earns a SALARY or WAGE (fixed, periodic).

4 CAPITAL INVESTMENT
& RISK

1 m

BUSINESS: large capital, high risk. PROFESSION: limited capital for establishment, moderate risk.

EMPLOYMENT: no capital needed, no/low risk.

5 TRANSFER OF
INTEREST & CODE OF
CONDUCT

1 m

BUSINESS: interest is transferable. PROFESSION: not transferable, governed by a professional code (e.g.

ICAI). EMPLOYMENT: not transferable, governed by service rules.
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P YQ  PAT T E R N S

Top PYQ patterns to drill

#1
Classify business activities into industry and commerce; explain the types of industries. (5

marks)
Most terms

#2 Explain any 5 auxiliaries (aids) to trade. (5 marks) Annual

#3 Distinguish between business, profession and employment. (4-5 marks) Annual

#4 What is business risk? State its nature / causes. (3-4 marks) Most terms

#5 State any 3 characteristics OR any 3 objectives of business. (3 marks) Most terms
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R E C A P   ·   M E M O R I S E  T H E S E

Recap

1 Three callings —

Business earns

PROFIT; profession

earns a FEE (needs

membership +

certificate);

employment earns a

SALARY (under a

service contract).

2 Classification —

Business activities =

INDUSTRY (primary

extractive/genetic ·

secondary

manufacturing/

construction · tertiary

services) +

COMMERCE (trade +

auxiliaries).

3 Auxiliaries —

Transport (place) ·

Warehousing (time) ·

Insurance (risk) ·

Banking (finance) ·

Advertising

(information) — each

removes one

hindrance to trade.

4



Objectives & risk —

Multiple objectives

(Drucker's list); profit

is the reward for risk-

bearing; business risk

is inherent, reducible

but never eliminable.
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W H AT ' S  N E X T

What's next

→ Chapter 2 — Forms of Business Organisation (sole proprietorship, partnership,

company).

→

Sit the 15-MCQ Quick Drill.→

Then the full annual-pattern paper — 30 marks.→



You've mastered Chapter 1 of
Business Studies.
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Business, industry, commerce, auxiliaries, risk — now prove it.

Boards prep that builds confidence, not anxiety.
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