Chapter 1 Summary

Business: all profit seeking activities and enterprises that provide goods and services necessary to an economic system
· Business drives the economic pulse of a nation
· Includes an exchange from buyer to seller

Profit: rewards for businesspeople who take the risks involved to offer goods and services to customers
· Serve as incentives for people to start companies, expand them, and provide consistently high quality competitive goods and services
· Central focus of businesses

Not for Profit Organizations
· Organizations whose primary aims are public service, not returning a profit to its owners
· Need to raise money in order to operate and achieve their social goals
· Operate in both private and public sectors
· Canada has more than 160,000 registered not-for-profits
· Commonly exempt from federal, provincial and local taxes
· Managers face the same challenges as executives of for-profit businesses

Factors of Production
· Four basic inputs for effective operation: Natural resources, capital, human resources, and entrepreneurship
· Natural Resources: all production inputs that are useful in their natural states, including agricultural land, building sites, forests and mineral deposits
· Capital: production inputs consisting of technology, tools, information, and physical facilities
· Technology refers to such machinery and equipment as computers and software, telecommunications, and inventions designed to improve production
· Managers and employees require accurate, timely information to effectively perform tasks
· Technology can lead to a new product, improve a product, help a company operate more smoothly by tracking deliveries, providing more efficient communication, analyzing data, training employees etc.
· To remain competitive, a firm needs to constantly acquire, maintain and upgrade its capital. 
· Human Resources: production inputs consisting of anyone who works, including both the physical labor and the intellectual inputs contributed by workers
· Companies rely on their employees’ ideas, innovation and physical effort.
· Entrepreneurship: the willingness to take risks to create and operate a business
· Someone who sees an opportunity to make a profit and then sets up a plan to earn those profits and achieve success. 

The Private Enterprise System
· An economic system that rewards firms for their ability to identify and serve the needs ad demands of customers
· Capitalism: An economic system that rewards firms for the ability to perceive and serve the needs and demands of consumers; also called the private enterprise system
· Adam Smith = Father of Capitalism
· Competition: the battle among businesses for consumer acceptance.
· Smith thought that competition among firms would lead to consumers’ receiving best possible products and prices because less efficient producers would be gradually driven from marketplace
· “Invisible hand” is a basic principle
· Competitive Differentiation: the unique combination of organizational abilities, products, and approaches that sets one company apart from its competitors in the minds of customers.
· Firms that fail to adjust to shifts in customer preferences and firms that ignore their competitors risk failure

Basic Rights in the Private Enterprise System
· Private Property: the most basic freedom under the private enterprise system; the right town, use, buy, sell and hand down land, buildings, machinery, equipment, patents, individual possessions and various intangible kinds of property
· Profits – guarantees business owners the right to all after-tax profits they earn
· Freedom of Choice – the private enterprise system relies on citizens to choose their own employment, purchases, and investments. They can change jobs, discuss and agree on wages, join labour unions, and choose among many different brands of goods and services
· Competition – allows the public to set the rules for competitive activity

The Entrepreneurship Alternative

Entrepreneur: a person who seeks a profitable opportunity and takes the necessary risks to set up and operate a business
· The risk taker in the private enterprise system
·  Entrepreneurship creates jobs and sells products
· Also leads to innovation



Six Eras in the History of Business

1. Colonial Period
· Featured rural and agricultural production
· The success or failure of crops influenced every aspect of the economy
· Colonists depended on Europe for manufactured items and financial help
· After the Revolutionary War the US maintained close economic ties with England

2. Industrial Revolution
· England 1750
· Instead of a focus on independent skilled workers who specialized in building products one by one, businesses moved to factories that mass-produced items using numerous semiskilled workers
· Large scale production and use of machines
· Railroads provided fast, economical transportation

3. The Age of industrial Entrepreneurs
· Inventors created new production methods and endless products ex: telephone, interchangeable parts
· Increased standard of living + created new demand for manufactured goods

4. The Production Era
· 1920s
· Focused on the activities needed to produce manufactured goods
· Work became more specialized
· Assembly Lines
· Managers were given responsibilities in operating company
· Focused on internal processes
· Emphasis on producing goods faster

5. The Marketing Era
· 1930s – great depression
· Incomes dropped therefore managers needed to pay attention to the markets and sales and advertising became important
· After the war, demand increased for goods and services
· Competition was also increasing
· Consumer orientation: a business philosophy that focuses first on consumers’ unmet wants and needs, and then designs products to meet those needs
· Branding: the process of creating an identity in consumer’s minds for a good, service or company; a major marketing tool
· Brand: Name, term, sign, symbol, design, or some combination that identifies the products of one firm and shows how they differ from competitor’s offerings.

6. The Relationship Era
-Transaction Management: building and promoting products in the hope that enough customers will buy them to cover costs and earn profits (old method)
- Relationship Era: the businesses era where firms seek to actively promote customer loyalty by carefully managing very interaction (new method)
- Several advantages
· Serving old customers is less costly than attracting new
· Long-term relationships mean that businesses can improve their understanding of what customers want and prefer
· Age of connections with businesses and customers, employers and employees, technology and manufacturing etc.

Managing Relationships through Technology
· Relationship Management: the collection of activities that build ad maintain ongoing, mutually beneficial ties with customers and others
· Two steps: (1) gathering of knowledge of customer needs and preferences and (2) applying that understanding to get as close to the customer as possible
· Based on technology: the business application of knowledge based on scientific discoveries, inventions and innovations

Strategic Alliances
· A partnership formed to create a competitive advantage for the businesses involved; in international business, the business strategy of one company partnering with another company in the country where it wants to do business.
· E- business has created a new type of strategic alliance

The Green Advantage
-Addressing issues that customers care about
- Ex: Environmental concerns
- Companies in every industry are researching how to save energy, cut emissions and pollution, reduce waste etc. 

Today’s Business Workforce
· Employers need reliable workers who are dedicated to promoting strong ties with customers and partners and are capable of efficient, high-quality production. 
· Brainpower of employees plays a vital role in staying on top of new technologies and innovations



Changes in the Workforce

1. Aging population and shrinking labour pool
· Huge number of baby boomers are still hitting the peak of their careers
· Generation x (1965-1981) and Generation y (1982-2005) are building their careers
· This broad age diversity brings management challenges, such as need to accept a variety of work-life styles, the changing expectations of work, and varying levels of technological expertise

2. Increasingly Diverse workforce
· 2/3 of Canada’s population growth is due to immigration
· Diversity: the blending of individuals of different genders, ethnic backgrounds, cultures, religions, ages and physical and mental abilities to enhance a firm’s chances of success.

3. Outsourcing and Changing Nature of Work
· Outsourcing: using outside vendors to produce goods or services and functions that were previously handled in-country
· Offshoring: the relocation of business processes to lower-cost locations overseas
· Nearshoring: the outsourcing of production or services to locations near a firm’s home base

4. Flexibility and Mobility
· Younger workers are looking for an experience different from work-comes-first lifestyle
· Telecommuting is becoming more popular
· Employers are taking more temporary and part-time employees

5. Innovation through Collaboration
- Teamwork builds a creative setting where all members contribute their knowledge and skills to solve problems or seize opportunities
- Employees do not expect lifetime loyalty from the companies they work for

The 21st Century Manager

Importance of Vision
· Vision: the ability to perceive marketplace needs and what an organization must do to satisfy them

Importance of Critical Thinking and Creativity
· Critical Thinking: the ability to analyze and assess information to pinpoint problems or opportunities
· Includes activities such as determining authenticity, accuracy, worth of info, knowledge and arguments
· Creativity: the capacity to develop novel solutions to perceived organizational problems 

Ability to Lead Change
· Leaders must guide their employees through changes brought about by technology, marketplace demands, and global competition
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