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Business Cycle

Peak Peak

: : Recession
Expansior{\cesswn Expansuor\

Depression

Recovery

Trough

Stages of the Business Cycle

In the diagram above, the straight line in the middle is the steady

growth line. The business cycle moves about the line. Below is a more
detailed description of each stage in the business cycle:

1. Expansion

The first stage in the business cycle is expansion. In this stage, there is
an increase in positive economic indicators such as employment,
income, output, wages, profits, demand, and supply of goods and

services. Debtors are generally paying their debts on time, the velocity
of the money supply is high, and investment is high. This process

continues as long as economic conditions are favorable for expansion

2. Peak

The economy then reaches a saturation point, or peak, which is the
second stage of the business cycle. The maximum limit of growth is
attained. The economic indicators do not grow further and are at their
highest. Prices are at their peak. This stage marks the reversal point in

the trend of economic growth. Consumers tend to restructure their
budgets at this point.
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3. Recession

The recession is the stage that follows the peak phase. The demand for
goods and services starts declining rapidly and steadily in this phase.
Producers do not notice the decrease in demand instantly and go on
producing, which creates a situation of excess supply in the market.
Prices tend to fall. All positive economic indicators such as income,
output, wages, etc., consequently start to fall.

4. Depression

There is a commensurate rise in unemployment. The growth in the

economy continues to decline, and as this falls below the steady growth
line, the stage is called a depression.

5. Trough

In the depression stage, the economy’s growth rate becomes negative.
There is further decline until the prices of factors, as well as the
demand and supply of goods and services, contract to reach their
lowest point. The economy eventually reaches the trough. It is the

negah_ve saturation point for an economy. There is extensive depletion
of national income and expendityre.

6. Recovery

After the trough, the economy moves to the stage of recovery. In this
?rf;ii*irht:i;e lastia turnaround in the economy, and it begins to recover
rices ol gative growth rate. Demand starts to pick up due to low

P + consequently, supply begins to increase. The population

develops a positive atti [
Itude towards investment and
production starts increasing. - /mERtand

@ Scanned with OKEN Scanner



Satudorta
o V€
p e B he
THES Fs Ibwey Pk coan
Jov on mooso:\&.
X  Nekme of BE o hion Pe
S i
Ts  that bronth ot woCQ, divi duals o use
= ) n 0
Elonomics e ,wfhi ol how | o e e chsion
G duskomiey O @e\%%s_@i gregourees o
sing, MU Tmited
o o oo cated 4 ymad MU m& "
gelating o the o Ao desive
vset .+ 0

psio dw c-hves

[15)) .MQ*._M &\90505 ﬂm)«_ﬁ\m\ . AWN\S\FOS&

Tndew ¥
ot—g e.lLono wmiC

selodonshipp  bln

Jackens .

Phe

ond

supplY

A) wo& Yye  etovomicy

Yot sludies  the

& pasibive ceiente Yo AEREL . ) ™
o doe8 .. Y0
i Lt /n two Jogtakle but | d m“ i
aelatonsp | : hat  Ts )
dgmons 1€ LI S
Q\sﬂ valune - J m .._wrm\ @:.Zu‘vm\ m\eoSd_s\.@.

IR U T S

Clovomi L

g)  Noawmeh®
2 §=§£<P suence elovomic  :pPosSel  Value

As o
i-&

oc&i .+o be ™ % Comcemed
. _uo__,m& 40 &rbtain thege @olw

Judgment -
o what

.8

@ Scanned with OKEN Scanner



scope  of  Business \m(ﬁ,owmmw_\hru\ ._.wps«:w.& ob
7.).\ Y0 un
A egonds e SCOF okt PYTSH omo" Y
. yiews .
Bug , & mMD anifosni Y ot . oS won,_\.. 7l
Usinest € Conomi S e Lalow .
S wmi
Vo o outhass ~How - o (O
Seud 4o we:eé_f dal) wy e
, ecostng |
(1) pemand ijegm,m ond Hov . Aw
R ‘_u.u‘aantoa 539_,»%3 s
@\v gw t a ﬁb ﬂﬂgﬁ .
1cing DetiSiON - policied o
@v ﬁ.u,: aon
+
Q. ) ﬂwdw.*.‘ Mu SPNQ‘: en
Gy, copital I&sé\ei@il
mgﬁog.,,w+&

Business o0 ST=

ANAAS
mpotent in View

Rolex )mn@ pesponsibillitied «mm
~ \/.\(\(\l\/.\’l\.l\' |
ol Re be come nNeas 3@5

J\rm\ Tole |

. it obye
the Oifbenen , | oo "
” oy O SN N A g e

t‘ﬂ\ '
Pl Qywm 0 dedgin-  making omd  fivned

moanagment o & |

N Ly spea oJizotion SKis  an %Qr?@r@ .
P .Qs?_n_\

couwntaies b\vq,mm\ Cowponicd  employ

I Advanced
ve o assisk  the  momogemend

. oY
Buswesy  Elvomist
i Srvesanment OF B8€ cwj £ wlenha |
Lactd xS ex = Fenery| piced, b\ oo O 4

G

putput | valume tvade etc ..

@ Scanned with OKEN Scanner



;c');l‘:l\:e -C)'f--ciééérii)tive theory. Thus, Business €CONOTS = = y;\,wu.u.uhv- the
normative and positive economic theory, the emphasis being more on the former than

latter.

Scope of Business Economics :

no uniformity of views exists among various

As regards the scope of business economics, : .
: y aid to generally fall under business economics.

authors. However, the following aspects are s
1. Demand Analysis and Forecasting

2. Cost and production Analysis.

3. Pricing Decisions, policies and practices.
4. Profit Management.

5. Capital Management.

Role and Responsibilities of Business Economists

The role of Business Economist becomes increasingly important in view of the different
objectives of the firm. He has a significant role to play in assisting the management of the
firm in decision-making and forward planning by using specialized skills and techniques. .In
advanced countries, large companies employ Business Economist or Managerial Economist

to assist the management.

e Business Economists should study the Environment

It is the primary duty of Business Economists to make extensive study of the business
environment and the external factors affecting the, firm’s interest, viz., general prices, national
income and output, volume of trade, etc.
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ns regarding Business Operations

o Business Economists should make decisio :
king decisions regarding the internal

The Business Economist can help the management in ma
business operations by studying and analyzing the following: .
1. What should be the production schedule and inventory policies for the coming year?

2. What should be the appropriate price and wage policies?

3. How much cash will be available in the coming months and how should it be invested?

Questions

| Define Business? State the factors governing choice of form of business organization.
2.Write short notes on Theory of Firm?

3.What do you mean by sole proprietorship? Explain its meant and limitations.

4.Define partnership from of business. Explain its salient features

5.Define a joint stock company & explain its basic features, advantages & disadvantages
6.Write short notes on

(a) Commercial Papers (b) Hire Purchase.

7 Define Business Cycle? Explain various Phases of Business Cycle?
8 Discuss the relationship of Money Supply with Inflation?
9. Discuss the nature & Scope of Business economics?

10.Evaluate the Multidisciplinary nature of Business Economics?
11. Explain the role and responsibilities of a Business Economist?

Objective Questions
1. Which subject studies the behaviour of the firm in theory and practice? ()
(a) Micro Economics (b) Macro Economics (c) Managerial Economics (d) Welfare
Economics
2. Business Economics is close to Economics ()
(a) National (b) Business (c) Micro (d) Industrial
3. The theory of firm also called as ()
(a) Welfare Economics (b) Industrial Economics (c) Micro Economics (d) None
4. “Any activity aimed at earning or spending money is called____activity”. ()
(a) Service activity (b) Accounting activity (c) Economic activity (d) None

5 “One man one vote” Principle is adopted in O ‘ ‘ _
(a) Partnership firms (b) Company (¢) Co-operative enterpriscs (d) Hindu family business

6. The management of ‘Joint Hindu Family’ business vests in the eldest member of the
family, called .O)

(a) Director (b) Grand father (c) Kartha (d) Manager o o

7 Minimum Two and maximum members are permitted in Private limited company. ()
(a) Un-limited (b) 20 () 50 (d) 10
8. Minimum and maximum men?be'rs
(a) 50; Un-limited (b) 20 ; 50 ©7; Un-limited (d) 7 ; 50
9. Liability of sole proprietor is____ ()

(a) Limited (b) Minimum (c) Un-limited (d) Non? |

10. Liability of Shareholder . .

(a) Un-limit};d (b) Maximum (c) Limited to the share capital '(d) None

[1. Certificate of commencement of business should be obtained by___com

functions. () 1

are permitted in Public limited company. ()

pany t0 start its

[
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