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UNIT – I 
INTRODUCTION TO BUSINESS 

AND ECONOMICS

Business Economics, also called Managerial Economics,

is the application of economic theory and methodology

to business. Business involves decision-making. Decision

making means the process of selecting one out of two or

more alternative courses of action. Business

economic meets these needs of the business firm.



















Types of Business Entities





















Sources of  Capital for a Company



Types and Sources Of Capital





Non-Conventional Sources 

of  Finance

Definition

✓'Non conventional' refers to the financial mechanisms employed, and

not necessarily to the financial institutions who employ them.

✓Use of modified loan terms or eligibility requirements that allow

lending to borrowers with limited financial resources.

✓Some of the more common nontraditional financing sources include

selling assets, borrowing against the cash value of a life insurance

policy, and taking out a second mortgage on a home or other property.













ECONOMICS
What Is Economics?

Economics is a social science concerned with the production,

distribution, and consumption of goods and services. It studies how

individuals, businesses, governments, and nations make choices on

allocating resources to satisfy their wants and needs, trying to

determine how these groups should organize and coordinate efforts

to achieve maximum output.

Economics can generally be broken down

into macroeconomics, which concentrates on the behavior of the

aggregate economy, and microeconomics, which focuses on

individual consumers and businesses.

https://www.investopedia.com/terms/m/macroeconomics.asp
https://www.investopedia.com/terms/m/microeconomics.asp






Definitions of Economics

1. In the words of TJ. Webster, "Managerial economics is the synthesis of

microeconomic theory and quantitative methods to find optimal solutions to

managerial decision-making problems?

2. In the words of Hirschey and Pappas, "Managerial economics applies economic

theory and methods to business and administrative decision making“.

3. Brigham and Poppas believe that managerial economics is "the application of

economic theory and methodology to business administration practice.“

4. According to McNair and Meriam, “Managerial economics is the use of

economic modes of thought to analyse business situations.”









Micro and  Macro  Economic  

Concepts











1. GDP at market price: Is money value of all goods and services produced within the 

domestic domain with the available resources during a year.

GDP = (P*Q)

Where,

GDP = Gross Domestic Product

P = Price of goods and services

Q= Quantity of goods and services

GDP is made up of 4 Components

consumption

investment

government expenditure

net foreign exports of a country

GDP = C+I+G+(X-M)

Where,

C=Consumption

I=Investment

G=Government expenditure

(X-M) =Export minus import



2. Gross National Product (GNP): Is market value of final goods

and services produced in a year by the residents of the country

within the domestic territory as well as abroad. GNP is the value of

goods and services that the country's citizens produce regardless of

their location.

GNP=GDP+NFIA or,

GNP=C+I+G+(X-M) +NFIA

Where,

C=Consumption

I=Investment

G=Government expenditure

(X-M) =Export minus import

NFIA= Net factor income from abroad.





4. Net National Product (NNP): Is market value of net 

output of final goods and services produced by an economy 

during a year and net factor income from abroad.

NNP = GNP - Depreciation

or, NNP=C+I+G+(X-M) +NFIA- IT-Depreciation

Where,

C=Consumption

I=Investment

G=Government expenditure

(X-M) =Export minus import

NFIA= Net factor income from abroad.

IT= Indirect Taxes







6. Disposable Income (DI) : It is the income left with the individuals

after the payment of direct taxes from personal income. It is the actual

income left for disposal or that can be spent for consumption by

individuals.

Thus, it can be expressed as:

DI=PI-Direct Taxes

7. Per Capita Income (PCI): The average income of the people of a

country in a particular year is called Per Capita Income for that year. Is

calculated by dividing the national income of the country by the total

population of a country.

Thus,

PCI=Total National Income/Total National Population



















Money Supply in Inflation







Business Cycle
The business cycle, also known as the economic cycle or trade cycle,

is the downward and upward movement of gross domestic product (GDP)

around its long-term growth trend. The length of a business cycle is

the period of time containing a single boom and contraction in sequence.















Role of Business 

Economist




