


2:4. Describe the nature and types of industries e

52 Diactss the meaning, nature and mportance of commeree’
2.6. Explain the types of commerce — trade and aids to trade R
2.7. Explain types of trade b
2.8. Describe types of aids to trade f _ﬂ"‘*
2.9. Examine the relationship between trade, commerce and industry

2.10. Distinguish between organisation, firm and company.

It has been pointed out in the previous
Economic or commercial activities and No
commercial activities are of three types.

1. Business 2. Profession 3. Employment,

Let us discuss the meaning, nature and types of business activities.

2.1 MEANING AND DEFINITION OF BUSINESS \_/
Business is an economic activity, It involves sale, transfer or exchange of goods and services

with the purpose of earning money. Goods and services are provided to satisfy human wants rather
than for personal use. Business is an occupation and it comprises a wide range of activities. It is the
sum total of all those activities by which desirable things are extracted from the nature, transformed
and processed by man and machine, carried from place to place, stored through times and placed
in the hands of those who are willing to pay for them.

Business 1s different from other economic activities which are professions and employment. A
profession is an occupation requiring formal education and training. It involves rf:nd.:rlng personal
and expert services in exchange of some fee. L_‘hartered accountants, doctors, an:hltect_s, lawyers
carry on professions. Employment is an occupation wherein a person works under an employer to
earn wages or salary. |

Some popular definitions of business are given below : - |

L.H. Haney : “Business may be defined as a Ium!m_t activity -I:a’:mcr._s-d towards pmdg-:rmi .ﬂ;
acquiring wealth through buying and sel H”E_i’ af _e?“f}dﬁ- 5”3“”35-“1*-'”"“-'“’5 f‘?f those ﬂm'ﬁ‘ ‘-’FI}T?S };:r r;:-:f
desirable things are extracted from earth, fashioned and :‘rqn.-.:."&rmed I::_L m.ﬂ? an n;lﬂr; :::,E;.E i

from place to place and stored through time and placed in the hands of those who ¥

v for them.” , . 5
iy J;ﬂ Wheeler : “Business is an institution organised and operated to provide goods and sery ot

to society under the incentive of private gain.
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chapter that there are two types of human activities —
n-economic or non-commercial activities. Fconomic or
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w]: E f*:”ﬁif;fnif;"j S- ‘{;mqmme'mss is any activity concerned with production OF Puirg
0oniz an : : -
" i;'etm-:nn :::f;j:j;n : “Business may be defined as an activity _f” which d"
. exchange, something of value, whether goods or services jm-l mm‘mjn" .gﬂm or profit., *
Thusl business may be defined as an economic commercial actvity concerned with hrog
and djstr;hul:iun of goods and services with the purpose of cﬂmn:tg Pfﬂﬁlﬁ- '1*"'1 person
business is known as businessman. The unit formed for the purpose of Carrymng on some b
is called a business firm or enterprise.
2.2 CHARACTERISTICS (NATURE) OF BUSINESS ACTIVITIES \_//—-'—‘
The salient features of business activities are given below -

1. Sale, Transfer or Exchange : All business

Services for some consideration. Buying and selling of goods and sery
of business. If there is no sale, transfer or exchange for price, it w
instance, cooking food for personal consumption does nof
selling it to others for g price becomes business.

2. Dealings in Goods and
services for selling them to ol
goods are meant for direct yse
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activities involve sale or exchange of goods,

ices for a price are the e
il not be a business ¢ iity.
constitute business. But cooking fooda

S5 enterprise produces or buys 100ds &
ers. Goods may be consumer goods or producer zoods. Cons
oy the ultimate vonsumers, e.g. bread, cloth, shoes, etc, Prods

Boods are used for the production of consumer goods, e.g. materials machinery, etc. Serviced!
intangibles such as electricity, insurance, hﬂrﬂiing__ o , h

3. Regular Dealings : Busine

‘ 8 Involves a serjes of dealings, A
called business, Recurring purchase and sale is the hallmark of b,
sells his old scooter. it jo not business, By; if he sells g

business, g

single transaction e
of business. For instance, if s
€IS 0n a regular basis, it will be@
4. Profit Motive siness i« i :
and acquire we:Jl.:Eh ‘Euz:l:i;:: hfh:: TSH charity. The Prmary objective of business is to eam

et ) | . . % = _.-'q-f:
essential for the growth ang expansion of by, I'" Pmﬁls Cannot survive for long. Profits &
the society, i

wever, earn profits

B re useful to satisfy human wanis. g
VETOUS typeg of 800ds. In the words of ROES
Salisfactjon

10 customers gt 4 profit.”
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CHARACTERISTICS OF BUSINESS |
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(iv) Profit motive

2.3 TYPES OF BUSINESS ACTIVITIES
Business activities may broadly be classified into two categories :

(1) Sale, transfer or exchange (ii) Dealings in goods and services (iii) Regular

(v) Creation of utilities  (vi) Economic activity

I. Industry 2. Commerce
BUSINESS ACTIVITIES
INDUSTRY COMMERCE
Extractive Genetic Manufacturing Cﬂnsuu:_iiﬂn
Industries Industries Industries Industries
AUXILIARIES o
-
& TO TRADE s
INTERNAL EXTERNAL
TRADE TRADE
Entrepot
Wholesale Retail Import E-fil*s: TE&
Trade Trade Trade Tra
. Bankin Advertising
Transportation Warehousing Insurance & | e
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pES OF SN i with the help of human beings
.'-:".l . giﬁu ; mate_riﬂlﬁ' aﬂd mﬂﬂ-:}r. pifs f oo
:mﬂl: m goodﬁj Goods produced by mdus&u’p .
sces Wal ;‘.ﬂﬁﬂﬁf": Jachine, tools, etc., are used for futt
oods. Capial 80005 s, toothpaste, etc., are directly used by congp

Consumer goods, - h::xmﬁnﬂ, multiplication, Processing, conversigs s
“’H?::MTI:;;? is of the following types - ..

1. Primary Iﬂﬂwh]-nh wre involved in the extraction and multiplication of napypy:
known as primary industries. These industries are the original occupations of g '

raw materials for secondary industries. Primary industries are of two types — genelias

= -"

extractive industries. ' J . i
{a) Genetic Industries : The term ‘genetic’ has been derived from the worg ®
refers to the study of heredity. Genetic industries are, therefore, engaged in the raps @
multiplication of certain species of plants and animals to earn profits from their sale. Plar -
poultry farms, i:atltlel breeding farms (anmimal husbandry), and commercial
f examples of genetic industries, )
| (b) Extractive Industries : These industrics are c ngaged in the extraction of tes
from beneath the surface of the earth and sea. In these indusirec
| sed. In these ndustries the products pifled by .
| extracted and collected for the benefit of human beings. Agriculture (farmi 2 B (b)
| quarrying, forestry (procuring timber and wood product: o Z c HI']'['.IJ_I‘.I!EL‘ mining bridges,
examples of extractive industries These industri : - trom dorests), and hunting i cement,
; SUIES are charactorica By .y S L
these aro among the oldest N iy ;,.a 1:; characterised by four distinctive feaf the cou
hm beings simply collect the nafveat ... Provi -~ raw matenals for other indusimess product:
role is | : € natural resources fy . ;
15 less important than that of nature. 750 g1 o C Carth. air or sea and, el  ©f oS
“ver 8 peniod of time. Fourthly, mae fL tirdly, only the location of materials keeps 3.
are different from genetic ; -+ "RdlCTlals once extracted cannot be The
e NAUstries, In extrares.,. - annot be replaced. Extrachi§
Withdraws from the EXractive INdustries | and
| h earth, seq or 4 - SIFes man cannot add to the Wl Pess
’ Erowth but also to reproduer: L But in geneyic ; | : Ao are exar
Production of nagypy goods, - cusiries, man confHESE. as the st
— i.ﬁm
of indep
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! than sme
Secondary does ol
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produced by genetic and extractive industries .They 3
E&eﬁ.ﬂ m1 consumers. For instance, the ﬁ‘ﬂn e mem____
nginee ~ s XA
of manufacturing indystri Tg“_r“mg’ cement, gugar, textiles, fertiliser, ete, are the
s ustries. Manufacturing industries are of the following types :
' Y a1 an analytical manufacturing industry, a basic raw material i broken fnto

several useful materi: :
erials. For example, in an o 1
= . , n oil refine . crude o :
petrol, diesel and lubricating oil, » 1l is separated into kerosene,
(b) Synthetical - o : i
s etical : In this type of manufacturing industry two or more materials P
4 new product. For example, concrete. gypsum and coal are mixed to produce cement.
In the processing industry, a material is processed through various stages,

FDF example, in the cotton textile industry, cotton is passed through the spinning, weaving
o Te] : i - ]
dying, bleaching and printing processes to produce cloth,

lhn;nugh mining is converted into steel
main examples '

(¢) Processing :

(d) Assembling : In this type of industry, manufactured components or parts are combined
together mechanically or chemically to produce a new product. For example, manufacture
of radios, TV sets, watches and automobiles are assembling industries.

(b) Construction Industries : These industries are engaged in the construction of buildings,
bridges, roads, dams. etc. They utilise the products of manufacturing industries such as bricks, steel,
cement, etc. These industries create the basic infrastructure for economic and social development of
the country through the process of fabrication, The distinctive feature of these industries is that their
products remain fixed at one place and cannot be taken physically to the market for sale. Products

of construction industries are very durable.

3. Tertiary Industries
_/, =rned with the provision of services to facilitate and assist the primary

These industries are conce ey : 3 :
=4 sacondary industries Transportation, warchousing, insurance, banking, advertising and packaging
£ - al ] : 0

d by the tertiary industries. These industries are collectively known
ertiary industries is increasing as our country is developing. These
cent of India’s Gross Domestic Product (GDP). At the time

are examples of services proy ulu_
as the service sector. The role of't
ccount for about 70 per '
their share in the GDP was only 25 per cent. e :
» size and scale of operations, industries may be u:I.'}:::-:lIn::.’I into ]argFasuale an
et mploy more capital-intensive technigques ol pmdu!:tmu
al unit in which investment in plant and rnuuhmE{_','
scale umt. Small scale umts are entitled to certam
nvestment, industries may be heavy
the production of capim;

industries now a
of independence
On the basis i
small-scale industries. Large-scale indust! i .ul e %
o ' ia, any ustri
; ~ale industries. In [ndia, any mc
than small-scale in _ 5 A0y I
t exceed T | crore 1S treated as a sma unit. Sm:
il ivileges. On the basis of the volume of capital | |
its and privileges. TSN W b=
bll;‘n'ﬂhl Heavy industries involve huge u_w E:.tl_m.m m# tht:.:r' ed ,.g,ef i
or hght. . steel. machinery, ships. aircrafts. ete. 1ese B e
S s S period "On the other hand. light industries Teq
restation penod.
have a long g
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4 as stationery cosmetics, jewellery, food prog cts, g
, G M L] 5 a i - =,
| and produce consumer products 5,:][[ have a short gestation period. '
. industries use simple technology o
RE UF EﬂMhllER - -h 1y f 1 By e
2.5 MEANING AND NATU ; ling and distribution of commoditjeg -
. th the buying, selling h £ P
Commerce is concerned wi ds and services between the members of the bUsinase .
organised system for the exchange ﬂfﬂqﬂr Suf all those activities which are essential for pyai o
& - 5 5 L . o
and the rest of soctety. Commerce mnﬁwmducers to consumers. It involves not only the fiypee
a free flow of goods and services from p ties required to transport, insure, store and financs o8
: elli tivi e
buying and selling but several nlhrer i d the various auxiliaries to trade.
In other words, commerce comprises trade and the : : salls
: Sy hich involves the buying and selling of 2oods.
Commerce is that branch of business Wizl _m e In-LhL' words of James Sies '
exchange of commodities and the distribution of finished pr nl:iu:,;;.” . ”!-1 Ao _.5 '
; : ; S - With a 1ar 18 mvoeive 1€ Dy
“Commerce is concerned with the exchange of goods; with L T s in the cens
selling of goods at any stage in their progress from raw materials 1o h;;,'.u 1¢¢ ,qﬂ;ﬁf ; 'h the co
L - . . . o B 4 - L ik
hands. It covers not only the functions of buving, selling and handling gooc "f “_f also the o
services which must be provided to finance, insure, store and transport goods in the i
these exchanges. " All the activities which establish a link between the producers ﬂl'!d COnsumers
goods and maintain a smooth and uninterrupted flow of goods between them constitute commerg
Production of goods has no meaning unless the goods produced are exchanged betwen
producer and consumer for mutual benefit. Commerce provides a means for the exchange a
distribution of goods. It serves as a link between roducers and consumers and thereby b 3 gan
£ P ) :
between them. It provids a pipeline for the moyvement of goods from producers to users,
is concentrated at particular places while consumers
even throughout the world. The
time and at the right place,

;rl-:l'
are scatiered throughout the country, s metime
purpose of commerce is to provide goods and services at the agh
It creates time, place and possession utilities
2.5.1 Importance of Commerce

Che exchange of goods is a complex process he

set with several types of hindrances.
According to James Stephenson, “Commerce embraces alj those acti
L L} = | d

; vities which help fo e

the barriers between _.I'J."u.:f.!fr.'n.'r'.'»' and consumers, It ic the sum total of th ISE DrOCesses “f-j,mﬁ i
1 A 1 LAAE [ I =

engaged in the removal of hindrances ; :

s of persons (through trad,
and insurance), and time (throug

- 4 place (through transport, paciss
.rr.' lI':H'T_-'.J.!ru.I,-.'i'”LJJ in the
Thus, the m

I'-II - - Irl
exchange n"lmr}'.‘.'uga' of commodines.
move the i'uilm'.;ing hindrances,

relers to the lack

ain function of commerce IS to re
L. Hindrance of Persons : This hindrance i contan ducers
consumers. The producer is faced with the probl . ; | f““_'."‘“" between im{;uds b ;_-;-'
produced and who are able and willing to buy such 2oods ]'-I AaE “_}Lh W 10 ceGig g- (e SO
of supply of goods which would satisfy his needs _;' priL-qu E“: ':“”"”‘_‘_“—T ‘J'L'IL'*‘ not know vos S
hindrance by means of trade. Trade Provides > 1¢ tan afford. Commerce removes S

5 an organised mark. ; sellers 05
contact each other. It saves botk producers and L'm;ﬁum arket where the buyers and s€ -

; ! Sume
exercise of locating each other

s from the time-consuming and expe=ts
1. Hindrance of Plage : An

places without loss through theft,
of transport, packing and INSLrang
and safely,

N

W)Or problem + = 1 I:-.
H T e Wi 1 : 18 [k
= 11L[L' Lommerce solves this problem by FEE

ns of

transport carry goods to far-off places

I"ilT'*:fllgt, dam
€. Moder Mey
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hich they do not peeq
- : - ich le sell those Eﬂf]ds bati
o g
EF'-': 11l-‘i;“ﬁt:lf:-ha: markets 'l?i]r.'.}* also bring about the equitable dtﬂmhu?unﬂ:’f ERodE T ey
of traders producers will have to go in search of consumers. Trade is ¢ nuclets of comg
Other parts of commerce such as transport, insurance, warehousing, banking and advertis;
around trade,

Trade is of the following types.

1. Domestic Trade : Internal trade refers to buying and selling of goods and SETVices y
the geographical boundaries of one country. Both the buyer anq seilv_f:r buiung}u the same 2ol
It is also known as Home Trade or Internal Trade. Payments in this type of trade are Made g
received in the home currency. Internal trade can further be divided into tweo categories,

(@) Wholesale Trade - Wholesale trade refers to buying of goods in bulk Irpm manufact Tets g,
selling them in Jarge quantity to retailers and industrial users in relatively small quani

The persons engaged m wholesale trade are called *wholesalers’, They serve ag l':h
between producers and retailers, E

() Retail Trade - Retail trade refers to buying of goods from wholesalers and many ACTUrer
and selling them in smal] quantity directly to the ultimate consumers, Persons ¢ I

retail trade are called ‘retailers’, They serve as a link between

1. Foreign Trade : External trade refers 1o buying
different countries. In this trade, the seller
as Intermational Trade or External Trade, It may further be divided as follows - |
\@) Import Trade : It means purchasing goods and services trom other countries. For example,
India imports petroleum products from Iran and Iragq.

(B) Export Trade - It involyves selling goods and services to other countries, For example, Indié
Cxports tea to USA and UK.

wholesalers and final consume
and selling of goods and services hetwien

L

and buyer belong to different countries. [t is also knosn

exporting them to some other country ¢ )

: W countries, For example, India may export Soime
of the oil imported from [rag to Bangladesh. '

Quite often the terms trade and commerce
a4 wider term and trade is a part of commerce,
services. On the other hand, commerce includes
from producers to ultimate consumers, In
warehousing, banking, insurance and other
role in the distribution of products all over

4r¢ used interchangeably. [n reality, commerce i

Irade implies buying and selling of goods and
all the HTs BR i:ifh 1.1,]]]',_-“ ensure a free flow ﬂrﬂm
.1|dq.]:'t.in|1 10 trade. commerce congists of |r3n5purmliﬂﬁ'1
activities which facilitate rade. Commerce plays a i
the world. Withour tommerce industry cannot develops

1.8 TYPES OF AIDS TO TRADF )
Aids to trade refer to those activities which {

acilitate hlwm};
The mamn aids to trade are as tallows.

and selling of goods and Serviees

|
yance of goods angd passengers from one
iilh[t’lhllll]lg E[.r_'rud..' I! OVErcomes Lh= apl .1;.

L. Transportation : Transport refers to the conve
place to another. It facilitates trade by assembling and
of distance and creates place utility, Trans the market an helps 1o equalise pricedd
different places. It results in the equitable distributioy, of poods among fhr—Pﬁun e e
produced at a few places but are needed g all places = E '

8. For €Xample, tea is grown in Assan
Darjeeling but is used throughout the country. Various meq o '

port widens

ns of transport help to bridge this distaies

22382238 §



Warehousin

_ g removes the hindranc !

Dtices. Warehouses are of mrﬂcr?;r;::ﬂ um-:t and thereby
» namely,

private, public and bonded. Private warehouses are

a

wharfingers
% it trus 4
which are | port trusts, etc. Bonded warehouse.
re liable to custom duty ises are set up by c

ustoms authorities to store goods

3. Banki

s ing : There is

; F: 15 USL i

this period businessmen tdeldlil‘,-’ ? time gap between production, purchase and sale of goods

i o : d funds to carry ‘ ; s org . Durin

provide required credit i rry on their business £t .

: credit in various forms iness. Banks and other financial instituti

e o tho .m ~1|u|r11.'1|1~.. Banks also facilitate business activity by ial L“d tions

nittance of money. Banking removes the hindra ' provi u:ig;l safe
. : nce of raising finance

and credit on one's own

4. Insura Iusi
. nce * Business involves sev
o : ulng.h..n.a several types of risk. Insurance removes the hindrance of risk
e e ll. ce, a businessman can protect himself from several types of risks. 1 e
: - i 4] ¥ P L L 3 o SKS.
pooling of risks”. A large number of people who are subject to a Darﬁcﬁumn'c:t
ar ris

contribute to a © ‘ ‘
e e to a common fund, out of which compensation is paid
]I: '|-|., ; =] L] N a . = - s ; - ;
5. ].l"ll._l"._ are various types of insurance, e.g. fire Insuran
compensation insurance, life insurance, elc

to those few who actually suffer
ce. marine insurance, workmen's

5. Advertisi o A et ) S )
rtising : Advertising and publicity inform the consumers about the availability of various

products and services They remove the hindrance of knowledge.

The main purpose of advertising

y 3 Sp— - 1 a1 Y i : . TR

15 IC Llfh.jh., and sustain demand. In the absence of advertising. consumers may cemain ignorant of

the availability of goods and services and businessmen may not be able to sell their pmdtzcts There
- : &

are various forms o advertising
letters to customers, fairs. exhibitions, cinema, elc.

6. Packaging : Packaging
products. Packing means putlin
g transport and »

g :.I__r|_14_1il*-. in wrappers, containets,

goods from damage durin
helps in the conveyance and handling ol g
gafe and free from spoilage Trade and transport

improvements 1n the art and nethods of packaging.

2.9 I.‘\'I'IEH-[H'LI,.H IONSHI

Trade, industry and commerce
ices in order 10 earn L‘.ll.'lﬂﬁl.‘-:. Trade refers 10 sale
Commerce
ed with the production

goods and serv $
consists 0l trade and auxili

of f__u.ml._l.'-‘..
related to gach

part of commerce.
irade. Indusiry is concern
Trade, commerce ant

oss depends upon [
hy cOMMENCE. N
duction 18 meaningle

| industry arc closely
he other for the realisation of its O

o commercial aclivity is p
54 withoul

of busin
which are distributed |
At the same time. ndustrial pro
[f industry 15 the bac

k-bone of commerc

19

comine [CE.

p BETWEEN 1 RADE, COMMERCE AND INDUSTRY
are clements of business. Trade implies buying and

¢, comme [ce Serves

and publicity such as the press, outdoor displays, radio. television

means designing and producing suitable packages for different

eic. Packing helps to protect the

varchousing. It also makes the goods attractive. Packing
oods. 1t removes the hindrance of risk by keeping goods
of goods have become easier and safer due to

selling of
ransfer or exchange and 1t 18 @

aries to trade or SETVICES which facilitate

other, Each of these components

bjectives. [ndustry produces goods

ossible in the absence of industry.
the distribution of goods through
as the lifeline of industry.




Thus, there is a high degree of inte

and industry :

(i) Industry creates form utility by moulding resources into useful products. For sy
cotton is converted into cloth. On the other hand, trade creates exchange utility by .“'52.'_
a link between producers and consumers. Commerce creates time, place and posseg

RS, + 1o industry .
rovide st mm:

Trade is jeus of commerce 4

pt‘ﬁ:ﬂgnt::zuﬁd foundation upon

INDUSTRY

ﬁ

TRADE

aﬂd mﬂﬂtﬂlﬂﬁ a smooth flow .;.j- “on
taining a smooth flow of gopge
all commercial activities reyvojye , -
which the super structure of ¢ome
rdependence between industry, commerce ang .‘. ;

COMMERCE

Interdependence between industry, commerce and trade
Despite this interdependence, there are following points of difference between trade, o

utilities through storage, transportation, insurance. etc.

(1) Trade depends upon mdustry and there can be no trade without industry. At the

ndustry cannot function without trade and commerce.

(1) Trade depends largely upon auxiliary services like

advertising, etc,

Comparison between Industry, Commerce

transportation, warehousing, insum

and Trade

at
s AITIE
i

Basis of
Comparison Industry Commerce Trade
I. Meaning Extracti - . -
Frﬂcﬂs;ilr;];‘;:‘;grs::;l:jni f‘!'..:l:iiviiin:ﬁ concerned Buying and selling :.
Bt oo ction :ri:;lsi distribution of of g;{nﬂds and serviees:
2. Scope Consists of g activitieg C ‘h.,-p. L0 consumers,
concerned with the produe- '”n-].pnfgﬂ'q trade and Consists of activities
tion of commodities, alux']m”fh' to trade and | ip volving Purﬂhﬂiﬁﬂ ,"
3. Capital Gl.-m:ra]]y large capital -EE-I_L._____________ &
T:g:;ﬂr: for large-scale "(:*::J;T::;a:-f:_lrt]‘r less Capital rf:quirﬂd (0
4. Risk G [tired. keep stocks.
inzflt::éj Cgree of gk Con -
utility utility, e risk involved .-
6. Classification | GEI'IEE:-—‘-‘_““-—____ ”‘ili::i:_t"n': and place | Creates pusﬂﬂﬁﬁiﬂn
: u ;. :
E. IEIE?:;; b :Ed,t ; 4 “:,::jrmf Trade |
Eﬂﬂﬂﬂumm ;1_ * AXiligrieg Lo trade h: Foreign Trade

br=C

purpose”. T
and vertical
of authority
relationship
between he
top to the |
responsibili
An org
The activit
responsibili
organisation
and then de
raw materis
profits, taxe
Compal
or money's
stock so cot
who contrib
member 15 ¢
it is created
establish it
generally lin
Directors are
Every fo
the other har
a college, a
none of thes
A firm ¢
controlled by
and Pﬂmﬂm”
company 15 &
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places of p |
modes of transport. .
Cnmmf,-rm removes this hindrance by holding and presen
goods in warchouses until they are sold to consumers.
Commerce removes the risk of loss or damage due to theft,
fire, accidents, etc., by means of insurance.

Commerce removes this hindrance by providing finance through
banking,

4. Hindrance of risk

s Hil'ldl'ﬂ.uﬂ& of finance

6. Hindrance of knowledge | Commerce removes this hindrance by providing information

about goods and services to prospective customers through
advertising,

3. Hindrance of Time : In modern mdustry, goods are produced on a large scale in anticipation
E}f’dﬂmﬂni There is usually a time gap between the production and consumption of goods, Therefore,
it becomes necessary to store the goods until they are sold. This problem is solved by warehousing
or storage. Warehouses provide suitable storage facilities to protect the goods from fire, rain, pests,
ete. Warehousing is, thus, an integral part of commerce.

4. Hindrance of Risk : During transit and storage, goods may be damaged or destroyed by
fire, flood, earthquake, etc. Packing of goods helps to preserve their quality in transit. With the help
of msurance. businessmen can cover the risk of loss due to damage and destruction during transit.
Thus, transportation, packing and insurance are useful commercial activities.

5. Hindrance of Finance : Buying and selling of goods between persons living in different
places requires a common medium of payment. Money serves as a common medium of payment.
However. convenient and safe means of payment are required to settle the transactions. Banks help
to remove this obstacle in the process of exchange by making and collecting payments on behalf of
their clients. Now businessmen can send money from one place to another in the form of bank-draft,

cheque, etc. without facing any risk. Banks also provide credit in the form of overdrafts, letter of

credit, cash credit, discounting of bills, efc.
6. Hindrance of Knowledge : Often a producer or merchant finds it difficult to sell his goods
consumers are not aware of their benefits and uses. Advertising and sale

and services because . ‘
bringing goods and services to the knowledge of consumers.

promotion remove this hindrance by |
Advertising also persuades people to buy the goods and services.

2.6 TYPES OR BRANCHES OF COMMERCE
of (i) trade and (ii) aids to trade.

Commerce consists

2.7 TRADE AND ITS TYPES
Trade means buying and

selling of goods. It involves the exchange of commodities for money
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