Chapter 3- Economic Challenges Facing Contemporary Business
Microeconomics: study of small economic units
Macroeconomics: study of a country’s overall economic issues
4 types of competition:
· Pure competition- many competitors; easy entry; no control over price
· Monopolistic competition- many competitors; some similar products; some control over price. Ex. Local fitness centre
· Oligopoly- few competitors; difficult ease of entry; high start up costs act as barriers to new competitors
· Monopoly
Planned economy: shaped to attain government needs
Communism: all property is equally shared by the people, with a strong central government that controls all enterprises; no profits are allowed; employees’ rights are exchanged with job security
Socialism: economy where government owns and operates major industries; only private sectors generate profits; government influences many people’s careers
Mixed Economy: strong private sector works with public enterprises; enterprises managed by owners
Business cycle
· Prosperity—Unemployment low, consumer confidence/purchasing high, businesses expanding Recession—A cycle of economic contraction that lasts for six months or longer; consumers careful about purchases, businesses slow production/expansion
· Depression—Extended recession
· Recovery—Declining unemployment, increasing business activity, renewed consumer confidence
4 types of unemployment
· Cyclical- economic slowdown; looking for a job
· Frictional- temporarily unemployed; looking for a job
· Seasonal- not working during some months
· Structural- not working due to no demand for skills
Global Economic Challenges
· International terrorism
· Shift to a global information economy
· The aging of the world’s population- bigger demand for health care, retirement benefits
· The growth of China and India- massive consumption, higher demands therefore higher prices
· Efforts to enhance the competitiveness of every country’s workforce

