
1.1 The concept of Business ad profit

Business

Businesses produce or sell products in order to make a profit-

Profit

The money left over from revenues after a firm pays its expenses-

Motivates individuals to engage in business activities-

1.2 Economic Systems Around the World 

Types of Economic Systems

Communist○

Socialist○

Command economies-

Market economies-

Mixed economies-

The Communist Model

Government owns the factors of production and makes all decisions 
regarding distribution of resources

-

Government owns all industries, including essential services-

The Socialist Model

The government owns and operates all critical industries -

such as utilities and major institutions-

Individuals own non-critical businesses-

Market Economy
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Economic basis is supply and demand-

Political basis is capitalism-

Ownership of the factors of production is open to all-

Buyers and sellers have freedom of choice-

The market is the mechanism for the exchange of goods and services-

Input market: firms buy resources from households-

Output market: households buy goods and services from firms-

Input and Output Markets

Market Economy

The Mixed Economy

No country has a pure communist, socialist, or capitalist system-

Eastern Europe is moving to a mixed economy by privatization -
converting many of their state run enterprises into private companies

-

Deregulation – reducing laws and government intervention affecting 
business activity

-

A combination of both freedom and government intervention

1.3 Interactions between Business and Government

Competitor-

Regulator-

Taxation agent-

Provider of essential services-

Customer-

Provider of incentives-

The many roles of government:
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Economic Administration and Regulation

The government manages and regulates business in a number of ways:

Government as Tax Agent

designed to generate cash, including income taxes○

Revenue taxes-

is paid by individuals and businesses and represents monies 
received during a single year

○

Income tax-

designed to lessen the consumption of “unhealthy” products, 
including liquor and tobacco

○

Restrictive taxes-

They also raise revenue through import duties and gasoline taxes-

Government Incentives

Government provides aid and assistance to small businesses and non-
profit organizations

-

Incentives stimulate growth in revenues and employment-

Government Provider of Essential Services

Highways-

Postal service-

Money-

Military-

Information-

Sewer and sanitation-

Emergency services-

Health services-

Education-

All three levels of government provide various services.

How Business Influences Government
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Demand and Supply

Private Enterprise

Private enterprise occurs in a market economy-

Under this system, individuals:-

Can own property-

Have freedom of choice-

Have the freedom to earn profits-

Have freedom to compete-

Government interference is minimal-

Competition

Motivates business to operate efficiently

When businesses vie for the same resources or customers in a particular 
market or industry.

-
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Motivates business to operate efficiently○

Forces business to make products better or cheaper○

Oligopoly

A few large suppliers dominate the market-

High barriers to entry-

The products are seen as similar; no supplier has an edge-

Each supplier knows what the others are charging-

Prices gravitate towards a common “market price”-

Monopoly

One producer and source of supply•

Unique product•

Complete control over price•

No competitors•

Natural Monopoly

A market or industry in which having only one producer can sufficiently meet 
demand

•

For instance, electric power utility-

It is the most efficient approach•

1.5 A Brief History of Business in Canada 

The Early Years - 1500 through 1750•

The Industrial Revolution and The Factory System - 1750 through 1850•

The Entrepreneurial Era - 1850 through 1913•

The Production Era - 1913 through 1930s•

The Sales and Marketing Era - 1930s -1970s•

The Finance Era - 1980s•

The Global Era - recent past to the present, and still growing•

The Internet Era - 1995 to the present, and still growing•
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2.1 Social Responsibility

A business’s collective code of ethics towards its stakeholders:

Screen clipping taken: 03/12/2013 8:25 PM

2.2 Areas of Social Responsibility
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2.3 Forms of Business Ownership

Sole Proprietorship

   ADMIN 202 Page 10    



Screen clipping taken: 03/12/2013 8:28 PM

   ADMIN 202 Page 11    



Screen clipping taken: 03/12/2013 8:28 PM

   ADMIN 202 Page 12    



Screen clipping taken: 03/12/2013 8:28 PM

2.4 The Legal Context of Human Resource Management 

Equal Employment Opportunity

Decisions are made whenever employees are hired or promoted•

The regulations are there to prevent such decisions from being made on 
any basis other than job-related reasons

•

Regulations protecting people from unfair, or inappropriate, discrimination in 
the workplace

•

Canadian Human Rights Act

Ensures that any individual who wishes to obtain employment has an equal 
opportunity to compete for it

•

Applies to all federal agencies, federal Crown corporations, and firms 
that do business inter-provincially

•

Prohibits discrimination based on: age, race, colour, national/ethnic 
origin, physical handicap, religion, gender, marital status, or prison 
record (if pardoned)

•

Enforced by the Human Rights Commission•

Key anti-discrimination legislation enacted in 1977•

The Quebec Charter of Human Rights and Freedoms

Every person has a right to full and equal recognition and exercise of his 
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Every person has a right to full and equal recognition and exercise of his 
human rights and freedoms, without distinction, exclusion or preference 
based on race, colour, sex, pregnancy, sexual orientation, civil status, age 

except as provided by law, religion, political convictions, language, ethnic or 
national origin, social condition, a handicap or the use of any means to 
palliate a handicap.

Bona Fide Occupational Requirement

Sometimes only a particular type of candidate is acceptable because 
of the nature of the job

•

For example, it is acceptable to hire only women to be attendants in 
women's washrooms

•

Allows an individual to be chosen over another due to job characteristics•

Employment Equity Act

Federally legislated•

women•
visible minorities•

aboriginal people•

people with disabilities•

Designates four groups as employment disadvantaged:•

Companies covered by the act are required to publish statistics showing their 
employment of individuals from the four groups

•

Comparable Worth - Principle

Equal wages should be paid for work of equal value to the firm•

Jobs must be classified based on the qualifications needed to do the job•
Jobs with similar requirements must be paid the same•

Critics argue that such approaches ignore the supply and demand aspects 
of labour; where more scarce employees should be paid more than those 
with plentiful skill sets

•

Dealing with Sexual Harassment

Sexual harassment refers to requests for sexual favours, unwelcome or 
persistent sexual advances, or physical conduct of a sexual nature

•

Develop clear and enforceable policies which respect the Canadian Human 
Rights Act

•

Inform all employees of the policies•

Train employees to recognize and refrain from sexual harassment•
Take complaints seriously•

Establish a procedure to deal with complaints•
Take action against those involved•

Employee Health and Safety

reduce absenteeism and labour turnover•
increase productivity and morale•

make the workplace safer and healthier•

Health and safety programs•

Each province has its own regulations•

Government inspectors come on-site, unannounced, to ensure that health 
and safety regulations are being met

•

Canada places behind some other industrialized nations in safety for mining 
and construction

•

Retirement

Regular retirement age is 65 years, but not mandatory in most provinces•
Retirement plans may allow early retirement, usually after the age of 55•

Research indicates that those staying past 65 are usually the most productive •
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Research indicates that those staying past 65 are usually the most productive 
one

•

2.5 New Challenges in the Changing Workspace

Managing Workforce Diversity

Everyone in the workforce must be treated equitably•
The workforce is becoming more diverse•

Gender•
Race•

Age•
Ethnicity•

Physical ability•

Sexual orientation•

Managing Knowledge Workers

technology, engineering, science•
Employees who are experts in specific fields•

Identify with their profession rather than the firm•

Prefer to work independently•

Define performance based on their industry and peers rather than their 
employer

•

Pose a special management challenge in training and retention•
May have higher salaries than managers in general fields that are above 
them in the organization

•

Contingent and Temporary Workers

freelance, on-call, contract, part time○

temporary workers (hired through outside agencies)○

work for a firm on a basis other than permanent or full time•
Contingent Workers•

fairness and cost issues•

understand and plan strategy•

Management Issues•

2.6 Certifying a Union 

Demonstrate that at least 50% of employees are members of the organizing 
union

•

Apply to the Provincial Labour Board for certification and for approval of the 
membership in each individual bargaining unit

•

The nature of the bargaining unit employees•

supervised by a government representative to determine whether the 
union can be certified, and therefore legitimately exist

•
Certification vote•

The process by which employees terminate their union’s right to 
represent them

•
Decertification•

Types Of Unions 
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2.7 Collective Bargaining
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The bargaining cycle begins when representatives from the union and 
management get together to negotiate a contract. A “bargaining zone” is 
reached, which is a reasonable range of options acceptable to the parties

•

A ratification vote is taken to accept or reject a tentative agreement•

If accepted, the contract is signed and becomes the collective agreement•
If rejected, management and union resort to different tactics to influence the 
process

•

Contract Issues

cost-of-living adjustment (COLA)○

wage reopener clause○

Compensation•

Benefits•

Working hours•

Mandatory items•

Job security•
Permissive items•
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Conflict Resolution Methods

appoint a neutral third party to hear and advise•

has no legal authority to enforce the recommendation•

Mediation•

appoint a third party to devise and impose a solution•
has legal authority to do so•

may be voluntary or compulsory•

Arbitration•

Contract Administration

Both parties must adhere to the specifications of the collective agreement•

liaison between union members and supervisors•
Differences of opinion taken to a shop steward•

If an employee feels that his/her rights have been violated, the employee 
may file a grievance

•

a complaint on the part of the union that management is violating the 
collective agreement

•
Grievance:•
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3.1 The Productivity-Quality Connection

Productivity and Quality

Measure of efficiency•

grows if an organization can produce more of the right things with 
fewer resources

○

Compares how much is produced with the resources used to produce it•

Quality = A product’s fitness for use in terms of offering the features 
that consumers want

○

Considers both amounts and quality•

Measuring Productivity

Productivity is measured as a ratio of outputs to inputs•
Often use labour as the input because the data is easily available•

firms that compete internationally have more incentive to be more 
productive

○

Compared across firms, industries and countries•

Domestic Productivity

Countries with greater domestic productivity: have greater wealth for all 
citizens

•

Countries with declines in productivity: can only allocate limited wealth 
to their citizens, can only increase an individual’s wealth at the expense 
of others in the economic system

•

Affects: employees (wages,) investors (profits), customers (prices)•

Productivity affects standard of living

Industry Productivity

is less than manufacturing productivity○

some gains made from modern information technology○

Service Productivity•

differs widely (agriculture, computer, steel have gained from new 
technology)

○

affects: labour union negotiations plus investors’ and suppliers’ 
choices

○

Industry Productivity•

Lesson 3 
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Company Productivity

lower costs allow: lower prices, more profit or higher wages○

High productivity gives a competitive edge•

Investors buying stock○

Employee profit-sharing plans based on productivity improvement○

Managers’ plans for new products, facilities and funding○

Affects:•

3.2 Total Quality Management

from Deming, Juran and Ishikawa•
includes all activities and parts of the business (customers, suppliers, 
employees)

•

leadership and customer focus are key•
continuous improvement•
each and every employee is responsible for maintaining quality 
standards

•

Total Quality Management (TQM) is a philosophy of management

Planning

Planning for quality begins before goods are designed or redesigned•

How well the features of the product meet consumers’ needs○

How well the product performs○

Performance quality•

The consistency of quality from unit to unit of a product○

Quality reliability•

Organizing

Quality control cannot be effective as an isolated department○

quality improvement developments

quality control monitoring

Specific aspects of total quality management can be assigned to 
specific jobs and departments

○

Producing quality products requires commitment from every employee•

Leading

training•
encouraging•
tying wages to product quality•

Managers must inspire and motivate employees to achieve quality goals

quality belongs to each employee•
Quality ownership

Controlling

Establish specific quality standards and measurements•
Monitor results using quality assurance tools•
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Monitor results using quality assurance tools•
Detect mistakes and make corrections•

3.3 Tools for Total Quality Management 

Value-Added Analysis

Evaluation process to determine the value added by:•
each work activity•
material flows•
paperwork•
Reveal and eliminate wasteful activities•

Statistical Process Control

analyze variations in production data○

detect when adjustments are needed to create products with high 
quality-reliability

○

SPC methods enable managers to:•

some variation is acceptable

variation outside of the acceptable range must be detected 
and eliminated



Change in employees, materials, work methods or equipment that 
affects output quality

○

Process variation is detected by analyzing a sample and measuring 
the conformity of output

○

Specification limits provide the acceptable range of variation 
around the required standard

○

more would be wasteful

less does not deliver customer satisfaction

acceptable range = 390 to 410 grams

Example: cereal boxes may be required to have about 400 grams○

Process variation•

Control limits are noted on a graph to depict the acceptable range 
of variation

○

Results of test samples are graphed and results outside the control 
limits are easily spotted

○

Cause is investigated○

Problem corrected to restore process to normal○

Control Charts•

Quality/Cost Studies

Assessing quality-related costs and identifying areas with cost-saving 
potential

•

Quality costs are associated with making, finding, repairing or preventing 
product defects

•

expense of bad products incurred during production: 
overfilling, sorting, rework, monitoring



internal failures○

external failures

Requires determining the costs of:•
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overfilling, sorting, rework, monitoring

costs of correcting defective products that get to the 
consumer: refunds, transportation, lawsuits, recalls



external failures○

Quality Improvement Teams

define○

analyze○

solve quality problems○

Groups of employees from various areas meet to:•

Goal is to improve work methods and products•
May involve brainstorming, discussion and the use of quality/cost study•
Quality circles greatly improve employee attitudes, imparting self-worth 
and a sense of ownership of quality.

•

Benchmarking

internal – compare to past performance•
external – compare to competitors’ best practices•

Compares the quality of a firm’s output with the quality of the output of the 
industry’s leaders

Getting Close to the Customer

Customers are “economic assets”•
Firms need to stay close to their customers•
Successful firms have an understanding of customer needs and wants•

ISO 9000

Program certifying that a company meets the rigorous quality standards 
of the International Organization for Standardization (ISO)

•

product testing○

employee training○

record-keeping○

correcting defects○

The International Standards Organization is located in Geneva, 
Switzerland. The ISO 9000 system is becoming a prerequisite for 
selling to many firms internationally, particularly in the European 

Community. The system is pronounced “ICE-O 9000”.

○

To earn the rating, firms are measured by qualified consultants•

ISO 14000

plan to improve resource use and manage pollution

need an environmental management system○

covers practices in environmental labelling○

assesses total impact of firm’s products○

Certification program attesting that a company has improved 
environmental performance

•

Re-engineering

Identify the business activity to change•
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Identify the business activity to change•
Evaluate information and human resources’ capacity for change•
Identify strengths or weaknesses of current process•
Create the new process design•
Implement the new design•

Adding Value Through Supply Chains

Members of the chain work with each other in a coordinated 
system rather than as adversaries

○

Supply chain = group of companies and stream of activities involved in 
getting the product from raw materials to end consumer.

•

Improved coordination○

Enhanced communication○

Reduced inefficiencies○

Minimized costs○

Supply chain management looks at the chain as a whole to improve 
overall flow

•

3.4 Productivity and Quality as Competitive Tools

Get closer to understanding customer needs•
Invest in innovation and technology•
Adopt a long-run perspective through continuous improvement•
Emphasize quality-of-work-life•
Empower employees•
Train employees•

Screen clipping taken: 02/12/2013 10:12 PM
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4.1 Information management 

Information managers are responsible for:

Generating information -

Analyzing information -

Disseminating information to facilitate the decision-making process -

Lesson 4 
September-21-13 8:54 PM

   ADMIN 202 Page 26    



4.2 New information business technologies in the information age 

Information Systems (IS)

An organized method of transforming data into information 

First necessary to determine what information is needed and how it will 
be produced

-

Must ensure that access is available but restricted to individuals who 
need it

-

Used to faciliate decision making -

Evolution of IS

Aligning Strategy with IS 

Electronic Information Technologies (EIT)

IS applications based on telecommunications technologies-

Fax machine ○

Voice mail ○

E-mail○

Electronic conferencing ○

Groupware○

Digital Information Services ○

Use networks of devices to communicate information electronically-
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Data Communication Networks 

New options for Organization Design : Networked Enterprise. 

The structure of business organizations is changing due to information 
technologies. 

Leaner organizations : Fewer employees and simpler organizational 
structures. Reductions in middle-management positions and shrinkage of 

layers in organization structure since info. Networks now provide direct 
communications between the top managers and workers at lower 
levels. 

-

Mass-customization: producing large volumes of products or 
services, but giving customers the choice of features and 
options they want. 



Integrated networks coordinate transaction, activities, process flows 
to make quick adjustments in process. 
Must store massive volumes of data and of information. 

Link customers, suppliers, producers, shippers

More flexible operations : Allows businesses to offer customers greater 
variety and faster delivery cycles. 

-

Networking and virtual company ○

Increased Collaboration (Internal and external) -

Greater independence of company and physical workplace-

Networked system's allow for:
Quick access to great amounts of data○

Better, more informed decisions, quickly○

Better coordination company-wide○

Improved management processes :-

Enterprises resource planning (ERP) Is a large information systems for 
integrating all the activities of a company's business unites. 

Matching Users to Systems 
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4.3 Types  of information Systems 

Transaction processing systems (TPS)

Applications of information processing for basic day-to-day business 
transactions

Payroll-

Customers order-taking and processing-

Customer billing -

Status reports -

Systems for knowledge workers and office applications

Work with users to learn their requirements○

Design entire systems to suit the user's needs ○

Systems analysts and designers -

Use various computers languages to write the software○

Programmers -

System operations personnel (Data workers)-
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Run a company's computer system ○

Make sure the right programs are run and that the system is 
operating properly 

○

System operations personnel (Data workers)-

Word processing ○

Desktop publishing ○

Documents imaging ○

Support systems increased productivity -

Knowledge-level and office systems 

Manufacturing Information systems 

Computer-aided manufacturing (CAM)○

Computer-integrated manufacturing (CIM)○

Computer-aided design (CAD)○

-Reduce product design, product cycle and delivery times 

Other information systems 

Systems that support an organization’s managers by providing daily 
reports, schedules, plans and budgets

○

Management Information Systems (MIS)-

Systems that help managers consider alternatives when making 
decisions on complicated problems

○

Decision Support System (DSS)-

Executive Support Systems (ESS)-

A quick-reference, easy-access application of IS specially designed 
for upper-level management

○

Artificial Intelligence (AI)

learning, reasoning and intelligence-

The programming and development of computers to imitate human thought:

vision, hearing, feeling and facial recognition-

Artificial senses include:

Robotics-

Expert systems-

Ability to process natural languages and respond to human voice 
commands includes:

4.3 Elements of the information System 

Hardware-

Software-

Control-

Database-

People-

Telecommunications-

Hardware 
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Software 

tell the computer what resources to use and how to use them○

Systems programmes-

Excel, Quicken, WordPerfect, etc.

process data to meet the needs of users○

Application programmes-

user-friendly computer displays with icons for point-and-click use○

Graphic user interface (GUI)-

allow users to write instructions for the computer○

C++○

Language programmes-

Control

when hackers gain unauthorized access○

Privacy Invasion-

Viruses-

Ensuring that computers are operating within established parameters
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harmful programs created and spread by vandals seeking to disrupt 
computer operations

○

Viruses-

electronic firewalls

encryption

protection of programs or data from unauthorized users○

Security-

Application Programs

sophisticated text editing and layout programs to store, edit and 
type letters, numbers and reports (Word, WordPerfect)

○

Word processing-

user enters categories of data and formulas○

can see how making a change in one item affects another○

automatic recalculation (Excel, Lotus 1-2-3)○

Electronic Spreadsheet-

monitors and manipulates the data generated by a business 
(Access, InterBase)

○

Database management-

Graphics
convert numeric and character data into pictorial information, charts 
and graphs

-

assemble graphics and sound for visual displays, slides and video 
(PowerPoint, CorelDraw)

○

Presentation graphics-

combines word processing and graphics to produce typeset-quality 
work (Publisher, PageMaker)

○

Desktop publishing-

4.5 Telecommunications and networks 

Networks are a means of organizing telecommunications components 
into an effective system

-

faxes, televisions, sound equipment, cell phones, printers, and 
photocopiers



cell phones, GPS, PDAs

Communications devices○

Broadband channels (ADSL connections)□
wireless systems, microwave systems, satellite transmission

Communications channels○

Multimedia Communication Systems are connected networks of 
communication appliances that may also be linked by satellite with 
other remote networks

-

System Architecture

Computers at different locations can function independently but are 
interconnected as well to allow for information exchange

-

networks that cover a vast geographic area○

may rely on telephone, microwave or satellite transmission○

Wide area network (WAN)-

rely on hard wiring (cable) or

wireless technology (airborne electronic signals)

a network that links a single office environment, a single building, or 
a small geographic area

○

Local area network (LAN)-

Client-Server Systems
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Client-Server Systems

laptops, computer workstation, desktops□
user, the point of entry into the network

Client○

File servers, print servers, fax servers□
a computer that provides the services shared by network users

Server○

Client-server network: composed of both clients (users) and servers that 
allow clients to access various services without costly and unnecessary 
duplication
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5.1 What is Accounting and who uses it ? 

Definitions

Accounting : a comprehensive system for collecting, analyzing, and 
communicating financial information

-

Bookkeeping: recording accounting transactions-

Accounting information system (AIS): an organized procedure for 
identifying, measuring, recording, and retaining financial information

-

Controller: an individual who manages a firm’s accounting activities-

5.2 Who are accountants and what do they do ? 

Financial Accounting

the firm as a whole○

Keeps interested external parties informed about the firm’s financial 
condition

historical reports

summarizes financial transactions that took place in previous 
accounting periods

○

Requires preparation of statements and reports structured according to 
GAAP requirements

Managerial Accounting

company’s individual units: projects and activities○

Keeps internal parties (managers) informed of how the firm is doing 
financially

forward looking○

Provides information to facilitate planning, forecasting and decision 
making

Professional Accountants

Require degrees and a national exam

Lesson 5
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Public Accounting Services

Generally accepted accounting principles (GAAP): standard 
rules and methods used to prepare financial reports



Forensic accounting: tracking down hidden funds in business 
firms (generally part of a criminal investigation)



Examination of financial records to ensure fair representation and 
proper procedures (GAAP)

○

Auditing-

Tax return preparation and tax planning○

Tax Services-

From personal financial planning to business planning○

Management Consulting Services-

Private Accountants

Hired as employees-

Small business may have just one-

Large business may have area specialists (budgeting, financial planning, 
internal auditing, payroll, taxation, accounts payable and receivable)

-

5.3 Tools of Accounting Trade 

Journal

A chronological record of a firm’s financial transactions with a brief 
description of each transaction

-

Ledger

Summation of journal entries, by category, that show the effects of 
transactions on the balance of each account

-
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transactions on the balance of each account

The Accounting Equation

Assets = Liabilities + Owner's Equity ○

accounting equation-

Asset: anything of economic value owned by a firm or individual-

Liability: any debt owed by a firm or an individual to others-

original investment values plus profit earned minus losses○

Owners’ Equity: any positive difference between a firm’s assets and 
liabilities

-

Double-Entry Bookkeeping System

All transactions are entered in two ways: how they affect assets and how 
they affect liabilities

-

The accounting equation is always kept in balance-

Every account is divided into two sides: one debit and one credit-

Each account is recorded in a T-Account-

Debit: increase in asset, decrease in liability/owners' equity
Credit: increase in liability/owners' equity, decrease in asset

5.4 Financial Statements

firm’s financial position at one point in time (assets, liabilities, owners’ 
equity)

-

Balance Sheet (or Statement of Financial Position)

presents revenues and expenses and profits or losses for a given period 
of time

-

Income (or Profit-and-Loss) Statement

presents generation and use of cash for a given period of time-

Statement of Cash Flow

Example of balance sheet 
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Balance Sheet (or Statement of Financial Position)

Accounts receivable: amounts owed to the firm by customers○

Inventory: cost of merchandise acquired for sale but not yet sold○

Prepaid expenses: supplies on hand and rent (other bills) paid for 
coming period

○

Cash and assets that can be converted into cash within the year listed in 
order of liquidity

Current Assets

have long-term use or value (land, buildings, machinery)○

Depreciation: distributing the cost of a major asset over its lifetime, 
deducted yearly

○

Fixed assets:-

patents, trademarks, copyrights, franchise fees○

goodwill (the amount paid for a business beyond the value of its 
assets)

○

Intangible assets:-

Other Assets

Current liabilities: debts owed by the firm that must be repaid within one 
year

-

Long-term liabilities: debts owed by the firm and due in more than one 
year

-

retained earnings: net profits less dividends paid to shareholders○

paid-in capital: money invested by owners○

common stock: value of shares in the company

Owners’ equity: owners’ holdings in the firm-

liabilities and Owner’s Equity
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common stock: value of shares in the company○

The Income Statement

Selling its product or service○

Return on investments○

Monies received by a firm as a result of:
Revenues

Expenses directly incurred as a result of producing or selling a good or 
service in a given time period

-

Cost of Goods Sold and Gross Profit

selling expenses

general and administrative expenses

All other costs of doing business including supplies and salaries○

Operating Expenses
Operating Expenses and Income

Operating Income
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Statement of Cash Flows

cash from buying and selling goods and services
Operations

cash from investment activities (bonds, stocks, property, equipment)
Investing

cash from financing activities (dividends, borrowing or issuing stocks, 
repayment of borrowings)

Financing

The Budget

an internal financial statement-

usually one year (may be more years, weekly, monthly)-

requires input from other departments-

compare actual vs. budget to signal problems-

Detailed financial plan for estimated receipts and expenditures for a future 
period of time

Example:
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Reporting Standards and Practices

The sale is complete and the product has been delivered○

The sale price to the customer has been collected, or is collectable 
(accounts receivable)

○

The formal recording and reporting of revenues in financial statements 
once the earnings cycle is completed

Revenue Recognition

Revenue recognition is matched with expense recognition to 
determine net income when the earnings cycle is completed

○

Allows users to identify the net income for the accounting period○

Expenses will be matched with revenues to show net income for an 
accounting period

The Matching Principle

Financial statements must include numbers, but they should also include 
interpretations and explanations by management

-

Allows users of the financial statements to understand the circumstances 
underlying the financial results

-

Allows for more accurate use of financial information-

Full Disclosure

5.5 Analyzing Financial Statements 

Key ratios are used to interpret and compare results of financial statements 
for firms and/or industries

its ability to meet current obligations out of current assets○

higher ratio = lower risk of inability to pay○

Measure the company’s liquidity

short-term solvency ratios 
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Long-Term Solvency Ratios

higher ratio = greater the risk of inability to pay-

also known as debt ratios-

Measure the company’s ability to pay long-term debts

Profitability Ratios

higher ratio = more profitable-

Measure overall company profitability for potential investors

Activity Ratios

higher ratio = more efficient-

compared to firms in same industry-

Measure how efficiently the company uses its resources

5.6 International Accounting 

When the Canadian dollar changes relative to a foreign currency, a firm 
may enjoy a gain or a loss

-

representing values in Canadian dollars with appropriate exchange 
rates

○

reflecting gains or losses due to exchange rate changes○

Factors to consider include:-

Must consider the value of currencies and their exchange rates

Members in over 80 countries-

Standardization is far from universal○

Uniform format is not required across all nations for financial 
statements and there is much variety

○

Goal is to eliminate differences in financial reporting from country to 
country

-

International Accounting Standards Committee (IASC)
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6.1 What is marketing 

Planning and executing the development, pricing, promotion and distribution 
of ideas, goods and services to create exchanges that satisfy both buyers’ 
and sellers’ objectives.

Providing Value and Satisfaction

value = comparison of benefits versus costs
utility = ability of a product to satisfy a need

Time Utility: Satisfying because of when the product is available•
Place Utility: Satisfying because of where the product is available•
Ownership (Possession) Utility: Satisfying during its consumption or use•
Form Utility: Satisfying because of the product’s form (the transformation 
of raw materials into a finished product)

•

Goods, Services and Ideas

Consumer goods: tangible products purchased by individuals for their 
use (food, clothing)

•

Industrial goods: Products purchased by companies to use directly or 
indirectly to produce other products (components, raw materials, 
equipment)

•

Services: intangible products to serve users’ needs (insurance, health 
care)

•

Ideas: thoughts or philosophies (“Participaction” as a symbol for healthy 
living)

•

Marketing can be directed to:

Relationship Marketing

A type of marketing that emphasizes lasting relationships with customers 
and suppliers

•

Stronger relationships can result in greater long-term customer 
satisfaction and client retention

•

The Marketing Environment

Lesson 6
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Political and Legal Environment

Legislation and government programs can be favourable or not•

gaining public support for products○

advertising for public awareness of important issues○

lobbying and contributing to political parties (within restrictions)○

Marketing managers try to maintain favour by:•

Social and Cultural Environment

Growth in the number of single-parent families•
Move toward healthy lifestyles•
Women entering the workforce•
People working from home•
Focus on reduce, re-use, and recycle•
Aging of the baby boomers•
Growing cultural and ethnic diversity•

Technological Environment

Consumers can use direct pay systems instead of carrying cash, or buy 
using the Internet

•

New goods continue to emerge (like satellite dishes and cell phones)•
Trends create new goods and cause others to become obsolete•

Science and technology lead to new ways of doing everyday things

Economic Environment

The Canadian dollar•
Inflation•
Interest rates•
Business cycle•

Economic conditions affect the spending patterns of businesses and 
individuals.

Trends affect price strategy and the growth of markets (domestic and global)

Competitive Environment

Brand competition: similar products (Coke vs. Pepsi)•
Substitute products: dissimilar products that can meet the same need 
(juice vs. Pepsi)

•

International competition: Marketing domestic products against foreign 
products (Oldsmobile vs. Honda)

•

The Marketing Plan

A detailed, focused strategy for gearing the marketing mix to meet consumer 
needs and wants.

Choosing the Marketing Mix

The four elements of the marketing mix can be combined any number of 
ways. Different parts of the marketing mix are stressed depending on the 
nature of the product. For example, price is not as important in selling luxury 

products as the product and its image are. However, price may be a critical 
factor when selling commodities such as bread, milk or other grocery 
products. For some products, such as milk, there is little product differentiation 
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products. For some products, such as milk, there is little product differentiation 
and the different brands of the product are easily substituted if prices differ. 
Managers must decide which marketing mix element(s) need to be 
emphasized to meet the needs of the firm

Product Strategy

Offering a good, service, or idea that satisfies the buyers’ needs is the 
goal of the firm

•

creating a product that has a different image than existing products 
on the market to attract consumers

○

Product differentiation•

changing existing products by responding to trends or improving 
current offerings

○

adding new products○

May involve:•

Pricing Strategy

Choosing the right price to attract consumers and meet the firm’s profit 
goals

•

May be low price strategy (salt) or high price strategy (mink coat)•

operation and administration○

marketing research○

Advertising○

Price must consider all costs•

Place (Distribution Strategy)

Getting the product from producer to buyer•
Physical transportation•
Choice of sales outlets•

The part of the marketing mix concerned with:

Promotion Strategy

advertising•
personal selling•
sales promotions•
public relations•

Choosing the right method of communicating information about the 
product.

6.2 Target Marketing and Market Segmentation 

Target Market
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A group of potential customers who have similar wants and needs.

Segmentation

dividing a consumer market into categories•
selecting specific market segment(s) to pursue•
positioning: process of fixing, adapting and communicating the product 
to specific segments

•

Identifying Market Segments

Geographic Variables-

rainfall and umbrellas○

snowfall and snowmobiles or snow blowers○

hot summers and backyard pools○

Area of residence affects product consumption

Demographic Variables-

age○

gender○

ethnicity○

income○

family size○

religion○

education○

occupations○

marital status○

language○

Psychographic Variables-

Psychological traits a group has in common○

Attitudes○

Interests and hobbies○

Opinions○

Motivations○

Activities○

Occasion for use○

Benefits sought○

Reasons for purchasing○

Loyalty level○

Product-Use Variables-

6.3 Market Research

Focuses on the marketing mix elements○

Leads to more effective marketing○

Increases the accuracy and effectiveness of market○

segmentation○

A systematic study of consumer needs.
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Research Methods 

Viewing or monitoring human behaviour○

Useful for cases where actions occur automatically without thinking 
(grocery shopping)

○

supermarket scanners

video mining

May be human observation or technological○

1 Observation

Relies on a reliable random sample○

In person, via phone, mail, or the Internet○

Choosing appropriate questions and ensuring honest answers○

Questioning consumers about purchasing attitudes and practices

2 Survey

3 Focus Group

In-depth discussion of issues○

Usually group does not know who is the sponsor○

Search for common themes in participants’ feedback○

A small discussion group of prospective customers or product users

4 Experimentation

shelf placement of products○

package colours and design○

advertising strategy○

The situations can be manipulated to compare responses to such things 
as:

-

Very costly-

Reactions of similar people are compared under different circumstances

Data Warehousing and Data Mining

Each person has a huge cache of data stored somewhere about them 
(purchases, personal information, phone calls, health, etc.).

Collection, storage and retrieval of such data in electronic form.
Data Warehousing

Data Mining
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Using electronic technologies to search, sift and reorganize data (find 
useful information to planning marketing strategy).

6.4 Understanding Consumer Behaviour 

Data Mining

The study of the process by which customers come to purchase and 
consume a product or service.

psychological factors (motivations, perceptions, ability to learn, 
attitudes)

-

personal factors (lifestyle, personality, economic status, life-cycle stage )-

social factors (family, opinion leaders, reference groups)-

cultural factors (the way of living that distinguishes one group from 
another: social class)

-

Influenced by:

The Consumer Buying Process

Buying Process

Problem Recognition-

May be automatic (the need for food or sleep)○

Due to a lifestyle change (new parents, retirement)○

Consumer becomes aware of a problem or need

The information search may be long and detailed, or short and limited 
(buying a car versus buying a candy bar)

-Information Seeking

Products are compared to identify the best choice
-Evaluation of Alternatives

Choice may be made based on rational or emotional motivations-

Rational motives include cost, quality, usefulness-

Emotional motives include fear, sociability, aesthetics, imitation of others-

-Purchase Decision
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to ensure satisfaction and repeat purchases (negative word-of-
mouth can be harmful)

○

Marketers must market after the sale:
-Post-Purchase Evaluation

6.5 Organizational Marketing and Buying Behaviour 

Organizational Markets

Industrial Market-

Reseller Market-

Government and Institutional Market-

Organizations purchase goods and services to be used in the production of 
other goods and services

Organizational Buying Behaviour

Professionals: trained in arranging/negotiating purchase terms, contracts-

Specialists: specialize in product lines-

Experts: knowledge about their purchases-

Differences in buyers:

emphasize personal selling by trained representatives who understand 
the needs of each customer

-

more frequent and longer-lasting-

may work as a team in product design-

Differences in the buyer-seller relationship:

Products may require substantial change before they can be marketed 
to different countries.

-

Pricing requires consideration of product manufacturing costs, 
transportation and delivery.

-

Promotion must accommodate cultural differences and social traditions.-

Distribution may involve cooperation with other international firms and 
adherence to foreign packaging and labelling legislation.

-

6.6 The International Marketing Mix

6.7 Small Business and the Marketing Mix 

offer products to markets substantial enough to support the organization-

do a complete analysis of costs prior to setting prices-

develop a comprehensive promotional program using more than 
personal selling (lower cost options: publicity, associated events)

-

choose a location that will attract and retain customers-

Care must be taken to:
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7.1 What is a Product?

The Product as a Value Package

must provide desired benefits○

Product features include both tangibles and intangibles like image and 
reputation

•

Value Package = a bundle of value-adding attributes, including 
reasonable cost

•

Consumers purchase a product for its function and benefit to them…for what 
it does as much as what it is

Consumer Products Classification

milk, "no brainers"

Bought frequently and with little thought.○

Convenience-

Purchased infrequently; typically of moderate cost.○

home furnishings, winter tires

Consumers shop around for price, value and brand.○

Shopping-

Purchased rarely; typically expensive.○

wedding gowns, automobiles

Consumers take time to locate the exact item desired.○

Specialty-

While there are typical examples of products for each classification, a 
product can fall into any group depending on how the consumer goes 
about the purchase process.

Industrial Products Classification

Expense items are materials that are consumed through the 
production process, or in the process of operating the business 
(supplies, such as cleansers and paper clips).

○

Goods consumed through the production process include those 
which become “ingredients” and those which help the production 
process but do not become ingredients, such as additional 

equipment.

○

The text refers to the latter group as “support materials”. These items 
are “expensed” as purchased by the firm.

○

Used quickly in the course of business/production.○

Reduce earnings this year, no depreciation.○

Expense items-

Expensive, long-lasting goods and equipment.○

Capital items are permanent fixtures that are used in the production 
process and have a much longer life than support materials. For 
example, a baker’s oven is a capital item, while the trays used to 

load the bread pans in and out of the oven would be support 
materials.

○

Capital items typically represent a major financial investment and 
are depreciated over time for accounting purposes rather than 
expensed resulting in future earnings reduction through 

depreciation.

○

Capital items-

Lesson 7 
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Product Mix

Procter & Gamble sells household cleansers, disposable 
diapers, etc.



the group of products a company has for sale○

Product mix:-

Procter & Gamble sells more than one brand of laundry 
detergent



a group of similar products intended for a similar group of buyers○

Product line:-

7.2 Developing New Products

Needed both to survive and to expand-

Expensive, risky and with long time horizons-

only a few become successful○

only 1 in 50 new product ideas reach the market-

Product mortality

introduce ahead of competitors to establish market leadership○

more rapid = more likely to survive○

and more profitable○

introduce products quickly to respond to changes-

Speed to market

Step 1: Product Ideas

Seek out ideas for new products-

Sources: employees, consumers, sales people, engineers, etc.-

People often think of this as the only step-

Step 2: Screening

Elimination of product ideas that do not fit with the firm’s resources-

Includes staff from marketing, engineering and production-

Step 3: Concept Testing

Market research-

Identify benefits and a pricing strategy-

Comparison of costs and benefits-

Preliminary sales and cost projections-

Can it meet minimum profitability goals?-

Step 4: Business Analysis

Step 5: Prototype Development

Preliminary version of the product; costly-

Identifies potential production problems-

(In the real world, this step is often begun as early as step 3, with at least 
some cheaper type of example being produced.)

-

step 6: Product and Market Testing

Limited production of the product for sale in a test market area with 
complete promotion and distribution

-

Provides feedback on potential performance: costly-

Step 7: Commercialization

Full-scale production and marketing-

May be rolled out on a gradual basis to alleviate strain on the 
company's production and financial resources

-
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company's production and financial resources

Variations in the Process for Services

Defining the “service package”-

identification of the tangible and intangible features that define the 
service

-

Step 1: Service Ideas

Requires “service process design”:-

selecting the process, identifying worker and facilitating requirements-

Step 5: Prototype Development

7.3 The Product Life Cycle 

Products have a limited profit-producing life cycle-

Consists of four stages-

introduction, growth, maturity and decline-

May be months, years or decades-

Introduction

Competition is limited to the firm that has introduced the application-

Costs are high due to R & D and promotion-

Profits are non-existent due to high costs-

Prices are high to offset costs of market entry-

Firm may experience severe cash drain-

Promotion focuses on informing consumers and generating initial 
product demand

-

Growth

Sales grow rapidly•

New competition enters•

Aggressive promotion emphasizes brand preference•

Prices lowered to meet competition•

Product begins to show a profit•

Maturity
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Industry sales level off•

Market becomes more aggressive due to increased competition in the 
face of slow/no sales growth

•

Profits peak and then decline•

Costs increase due to the need to promote aggressively while prices are 
simultaneously declining

•

In late maturity, some firms will leave the market•

"Cash Cow"•

Decline

Sales and profits decline•

Product is becoming obsolete•

Competition leaves market•

Sales drop: the industry has run its course•

Promotion is limited and tied to brand loyalty•

Firms with larger market shares may let product linger until industry 
ceases to exist

•

Extending Product Life and Foreign Markets

It is very cost effective to extend the product life cycle○

Marketing an existing product globally (Coca Cola, Levi’s)○

Product Extension•

Marketing a product internationally with some modification 
(McDonald’s in Germany serves beer)

○

Product Adaptation•

Aiming declining or obsolete products at less developed markets 

(Manual cash registers in Latin America)
○

Reintroduction•

7.4 Identifying Products 

Use of symbols to communicate the qualities of a product made by a 
particular producer

Branding

The physical container in which the product is sold
Packaging

Identifies the product’s name, contents, and possibly benefits
Labelling

use of symbols to communicate the qualities of a product made by a 
particular producer

•
Branding

manage brands to increase value and “brand loyalty”○

degree of loyalty to and awareness of a brand and its relevant market 
share

•

takes a long time to establish national or global brand recognition○

must consider how brand names translate○

International Branding•

Brand Equity

Types of brands 

National-

distributed by and carrying the name of the manufacturer (Kellogg’s)

Licensed-

selling the right to use the firm’s name on another company’s product 
(Mickey Mouse)
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(Mickey Mouse)

Private-

brands carrying the name of the retailer or wholesaler (President’s Choice)

Generic-

products carrying no brand name, which are usually priced lower

Brand Loyalty

consumers recognize the brand name○

Brand Recognition:-

consumers prefer one brand over another○

Brand Preference:-

consumers insist on buying only one brand over all others without 
substitution

○

Brand Insistence:-

Measured in three stages (from least to most loyal):

Trademarks, Patents and Copyrights

the exclusive legal right to use a brand name○

lasts for 15 years and is then renewable○

Trademark TM-

protects an invention or idea for a period of 20 years○

costly to obtain○

Patent-

exclusive ownership rights to creators of books, articles, designs, 
illustrations, photos, films and music

○

lasts for the life of the artist plus 50 years○

Copyright ©-

Packaging and Labelling

makes the product attractive

breakage, spoilage or theft

The physical container in which the product is sold○

Packaging

identifies, promotes and describes

identifies the product’s name, contents, and possibly its benefits○

Must conform to the Consumer Packaging and Labelling Act 
(federal legislation)

○

Labelling

7.5 Promoting Products and Services 

Promotion

increase product awareness○

increase knowledge of products and their added-values○

increase product preference○

increase product purchase○

Communicate information-

the company achieves profit and the client will buy the product 
again

○

Create satisfying exchanges-

Seeks to:

Promotional Objectives
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Promotional Objectives

Communicate Information

awareness and education
written, verbal or visual
Position Products

establish an easily identifiable image of a product in the minds of consumers
try to appeal to a specific market segment
Add Value

added benefits, e.g. consumer discounts
Control Sales Volume

achieve more stable sales despite seasonal sales patterns

Promotion Strategies

Push Strategy

Firm promotes aggressively to intermediaries
Commonly used by industrial product manufacturers
Traditionally used excessively by Canadian manufacturers
Pull Strategy

Firm promotes directly to final consumers, who demand the product from 
intermediaries
Commonly used for consumer product producers
Many firms use a combination of both strategies

Promotional Mix

Persuading or informing customers about the product via various 
media

○

Advertising: Any paid form of non-personal communication by a sponsor-

Commonly used for industrial marketing○

Personal selling: Selling using sales representatives-

Gifts, coupons, package inserts, samples○

Sales promotions: Using specialty items and methods to promote the 
product

-

Outside the control of the firm, press articles○

Publicity: Any non-paid communication about a firm and/or its products-

Charitable donations and sponsorship○

Public relations: Used to build good relations with buyers, suppliers and 
other stakeholders

-

The combination of the following chosen to sell a product:

the nature of the product-

the nature of the audience-

promotional budget-

the cost of different promotional methods-

Affected by:
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7.6 Advertising Promotions

Advertising Strategies

Informative Advertising

Increase awareness among potential buyers-

typical life cycle stage: introduction○

Generate primary (initial) demand-

Persuasive Advertising

typical life cycle stage: growth to maturity○

Influence the customer to buy the firm’s product over that of the 
competition

-

Comparative Advertising

Influence customers to switch brands-

typical life cycle stage: maturity○

effectiveness often questioned in the real world○

Involves direct or indirect comparison-

Reminder Advertising

typical life cycle stage: late maturity○

Keep the product’s name in front of consumers-

Advertising Media
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Types of Advertising

Co-operative advertising-

Brand advertising-

Product advertising-

Advocacy advertising-

Trade advertising-
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Trade advertising-

Industrial advertising-

Institutional advertising-

Retail advertising-

Advertising Agency

An independent firm that creates and places ads for clients.

Advertising Campaigns-

1. Identify the target audience
2. Establish an advertising budget
3. Define the objectives of the messages
4. Create advertising messages
5. Select appropriate media
6. Evaluate advertising effectiveness

7.7 Personal Selling

Personal Selling Situations

Telemarketing more popular due to lower cost○

Retail: selling to consumers (buyer usually comes to seller)○

Industrial: selling to business users (seller usually goes to buyer)○

Most expensive and oldest form of promotion-

Setting goals for sales people, organizing a sales force, 
implementing and evaluating the sales program

○

Sales force management-

Personal Selling Tasks

Route sales people call on regular customers○

Order processing-

Using techniques to persuade people to buy products with benefits 
that are hard to describe or relate to (essential for high-priced 
items)

○

Creative selling-

Offering of technical assistance to aid the selling process, or to 
promote the long-term image of the firm

○

Missionary selling-

Personal Selling Process

identifying potential customers-

process of determining whether potential customers have the authority 
to buy the product and the ability to pay for it

-

Prospecting and Qualifying Leads

the initial part of a sales presentation which opens the dialogue 
between sales rep and customer and establishes credibility and rapport

•
Approaching

presenting and showing the product•
Presenting and Demonstrating

overcoming prospect’s questions or concerns about the product•
Handling Objections

closing the sale by asking the customer to purchase directly or indirectly•
Closing

order processing, delivery, follow-up to insure satisfaction•
Following Up

7.8 Sales Promotions

Short-term promotional activities designed to stimulate consumer buying 
or cooperation from distributors

•
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Coupons○

Point-of-purchase (POP) displays○

Purchase incentives/premiums (free item or bargain price)○

Trade shows○

Contests and sweepstakes○

or cooperation from distributors

7.9 Publicity and Public Relations 

Publicity

information made available to consumers via the news media•

company has no control over it•

free to the company•

Public relations

public service announcements initiated by the firm•

designed to enhance the firm’s image (sponsorship, charity work or 
donations)

•

paid for by the firm•

7.10 International Promotion Strategies

separate marketing management for each company○

Decentralized approach•

a coordinated marketing focus on a global scale○

Global perspective•

Companies involved in exporting are adopting a worldwide advertising 
strategy

product variations (differences in taste and format (e.g. some countries 
have laundry detergent in tablet form rather than powder) confound 
global appeals)

•

language differences (complicate global marketing due to need to 
translate carefully across languages)

•

cultural receptivity (some products are more culturally sensitive than 
others (e.g. underwear, condoms, feminine-hygiene products). Some 
countries are more tolerant than others (such as Europe vs. the Middle 

East). Some products are banned from promotion in some countries 
(alcohol and cigarettes))

•

image differences (firms may have different images abroad. Many firms 
use global institutional advertising to establish a good corporate name.)

•

Issues affecting international promotion:

7.11 Promotional Practices in Small Business 

non prime-time local or cable TV•

newspapers, radio and the Yellow Pages•

personal selling locally•

telemarketing and direct mail nationally•

direct mail, targeted magazines and sales agencies internationally•

Firms use the same sales promotion methods as larger firms and rely heavily 
on publicity.
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8.1 Pricing Objectives and Tools 

Pricing Objectives

pricing to maximize profit (bottom line)•
must consider all costs•
e-business has lower costs, but easier price comparisons•

Profit-maximizing

pricing to gain the greatest possible market percentage•
Market-share

The price level is dependent on how much consumers are willing to pay 
for the product

•
Loss containment and survival

Cost-Oriented Pricing

A light bulb costs $0.45 to the retailer•
The retailer wishes to sell the light bulb for $0.75 (a markup of $0.30)•

Considers the cost of the product and adds a “markup” to arrive at a final 
cost

Markup % = Markup/Sales Price =.30/.75 = 40%•
The markup as a percent of selling price

Markup % = Markup/Cost = .30/.45 = 67%•
The markup as a percent of cost

Break-Even Analysis: Cost-Volume-Profit Relationships

how many units a firm must sell before it makes a profit
Break-even analysis

rent, administrative salaries, insurance, equipment
costs unaffected by the number of goods produced or services sold

Fixed costs

materials, labour

costs that change with the number of goods or services produced and 
sold

Variable costs

how many units a firm must sell in order to cover fixed and variable costs
Break-even point

But must consider demand of consumer and competitor's prices ○

Higher price = lower break-even point -

8.2 Pricing Strategies and Tactics

Pricing Strategy

The pricing plan based on the marketing mix

Price leadership = the dominant firm in the industry sets the price 
and others follow

○

Pricing relative to the market (at market, above market, below market)-

pricing the product as high as possible to earn maximum profit 

Price skimming○

Pricing new products-

Potential Strategies

Lesson 8
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pricing the product as high as possible to earn maximum profit 
on each unit sold



pricing the product as low as possible to sell the most units and 
generate consumer loyalty



Penetration pricing○

Conventional, stable pricing

Fixed○

eBusiness Pricing-

Prices are altered by sellers for each customer (eBay, Priceline.com)○

Dynamic-

Pricing Tactics 

Price Lining-

Sears may sell mattresses at $199.99 (good), $299.99 (better), 
$399.99 (best)



Having a product line priced with a low, medium, and high price 
point

○

Psychological Pricing-

Customer reactions to pricing are not completely logical○

consumers react more favourably to odd dollar amounts 

($0.99, $1.99, $19.99)



Odd-even pricing○

Discounting-

customers get a lower price for paying cash

Cash discount○

lower prices in the off-season to move stock

Seasonal discount○

lower price granted to intermediaries who need to mark up the 
product for resale (retailers, wholesalers)



Trade discount○

lower prices for buying more units

Quantity discount○

International Pricing-

Income and spending trends

Differences in intermediaries

Exchange rates

Shipping costs, tariffs, etc.

Additional factors to consider○

Dumping (pricing products below cost to set lower foreign prices) is illegal

8.3 The Distribution Mix

Combination of distribution channels a firm uses

Distribution Channel

The path a product follows from producer to end-user

Intermediary

an intermediary who sells products to other businesses for resale 
(other wholesalers, retailers)

○

Wholesaler-

an intermediary who sells product to final consumers○

Retailer-

An entity other than the producer who participates in the distribution of the 
product

Channel Of Distribution 
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Distribution of Consumer Products 

No intermediaries

Direct channel

Each intermediary adds cost and adds value (save consumers time 
and money)
If no intermediaries, still have cost of their functions

Non-direct distribution

independent
represents a business and receives commission
does not take legal possession of the product

Sales agent (or broker)

Network of channel members involved in flow of manufactured goods to 
industrial customers

Maintained by seller to provide direct channel points of contact 
with customers

Sales offices

Industrial (business) distribution

Distribution Strategies

Low-cost consumer goods (candy bars)
As many channels and members as possible

Intensive

Consumer products with special displays (hand tools)
Use of a limited number of outlets

Selective

High cost prestige items (Jaguar cars)
Use of only one intermediary in a market area

Exclusive

Channel Conflict
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Channel Conflict

Channel members disagree about roles or rewards-

channel leadership through the channel captain○

vertical marketing systems: separate businesses join to form a unified 
distribution channel, coordinated by one member

○

Methods to control conflict-

Vertical Marketing Systems (VMS)

producer and intermediaries are owned by a single organization

Corporate

members sign contracts spelling out responsibilities (i.e. franchises)

Contractual

one member coordinates the system based on its power and influence

Administered

8.4 Wholesaling

8.5 Retailing

Product Line Retailers

Organized into specialized departments with a range of products and 
brands

-

Department Stores

Divided into departments of similar products (produce, bakery, meats, 
personal care, pharmacy)

-

Emphasis on self-service, low prices, and wide selection-

Supermarkets

Specialty Stores

Small retailers that carry one line of related products

Category Killers

Larger specialized retailers with a deep selection of goods, greater expertise, 
and usually lower prices (Toys ’R’ Us, Home Depot)

Bargain Retailers

Bargain retailers offering large consumer durables at a discount price-

Discount Houses
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Bargain retailers offering large consumer durables at a discount price-

Sell primarily out of a catalogue with a showroom to display goods-

Catalogue Showrooms

Bargain retail stores located conveniently or adjacent to the factories, 
owned by producers

-

Factory Outlet

Membership-only retail outlets (Costco)-

Huge facilities with many separate departments of food and non-food 
items

-

Warehouse Clubs (wholesale club)

Retail stores that are very accessible with extended hours of operation 
and fast service

-

Prices tend to be higher (Mac’s, 7-Eleven)-

Convenience Stores

Mail Order/Catalogue Marketing

Orders are sent out via mail-

May be used in conjunction with a typical retail store (Sears catalogue)-

Greatly enhanced through the use of computers to store up-to-date 
mailing lists

-

Customers place orders through catalogues

Telemarketing

Use of the telephone to sell directly to consumers (may also take calls in 
response to direct mail or video marketing

Types Of Retailing 

Electronic Storefront (virtual storefront)-

collect information about products and buying opportunities,○

place sales orders, and○

pay for their purchase○

A website in which consumers:

Cybermalls-

Collections of virtual storefronts representing diverse products (e.g. Yahoo!

Multi-level Marketing-

Salespeople earn commissions on their own sales, and the sales of 
anyone else that they recruit

○

Many door-to-door firms now using websites e.g. Amway spin-off 
Quixstar

○

Interactive Marketing-

Voice, graphics, animation, live access

Selling products and services by allowing customers to interact with 
multimedia websites

○

Video Marketing-

Products showcased via television, videos on home shopping 
channels that sell directly through telephone orders

○

8.6 Physical Distribution

Warehousing

The storing of goods through the distribution process in various types of 
warehouses
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Private: owned and used by one company-

Public: independently owned by a separate company that rents out 
space to other firms

-

Storage: facility used to store goods for long time periods-

Distribution centre: facility used to store goods for short periods of time 
pending distribution to retailers

-

Warehousing Costs

Basic expenses: Rent or mortgage, insurance and wages-

Inventory control: Operations process that monitors amount of inventory 
on hand and ensures adequate stock levels at all times

-

Materials handling: Transporting goods, arrangement and orderly 
retrieval of goods

-

Unitization: A materials handling method that standardizes inventory by 
unit size and type to streamline the storage process

-

Transportation Developments

Combined use of different means of transportation-

Intermodal

Packing many items at once into a sealed, heavy-duty container that is 
opened at final destination

-

Containerization

Order fulfillment = all activities from making the sale to on-time delivery 
to the customer

-

Some etailers maintain their own warehouses and distribution centres, 
others use distribution specialists (e.g. UPS, FedEx)

-

Order Fulfillment and Ecommerce

Transporting Companies

There are firms that specialize in transportation that can be used to streamline 
the physical distribution process:

companies that transport goods for any firm or individual who need to 
ship product (trucking firms, railroads)

-

Common Carriers

common carriers that lease bulk space from other carriers and resell it to 
firms making small shipments (also handle billing and international 
customs/insurance needs)

-

Freight Forwarders

transport products for a contracted amount and time-

Contract Carriers

some firms own their own fleet of trucks or ships-

Private Carriers
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some firms own their own fleet of trucks or ships-

Hubs

A central distribution outlet that controls all or most of a firm’s distribution 
activities

Supply side/pre-staging

sends out pre-sorted, pre-inspected materials-

eliminates inventory and streamlines traffic-

Large shipments destined for industrial users are gathered in a single hub from 
various sources

Distribution-side

Hubs located adjacent to customer locations
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9.1 What is Money? 

Any object generally accepted as payment for goods and services.

The Money Supply

Buyers and sellers must agree on the value of money. The value of money 
depends on its supply: as supply increases, value decreases; as supply 
decreases, value increases.

9.2 The Canadian Financial System

Financial Institutions

Chartered banks•
Alternate banks (trust companies, credit unions, caisses populaires)•
Life insurance companies and specialized lending and saving 
intermediaries

•

Investment dealers•

Traditionally consisted of four financial pillars:

Differences are now blurred due to changes in financial industry regulations.

9.3 Financial Pillar #1 - Chartered Banks 

Lesson 9 
December-03-13 8:40 PM
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Largest and most important of financial institutions•

Each bank has many branches•

Privately owned, profit-oriented, financial intermediary

Schedule A Banks

Must be Canadian-owned with no more than 10% of voting shares controlled 
by a single interest (represents 90% of all bank assets)

Schedule B Banks

May be foreign-owned and need not meet the 10% limit (foreign-owned 
bank deposits cannot exceed 8% of the total domestic assets of all banks)

Banks as Creators of Money
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Other Changes in Banking

Deregulation is causing banks to shift from their historical role as 
intermediaries between borrowers and depositors

•

Investment banking○

Commercial paper○

Diversification into other financial products•

Debit cards: plastic money that immediately adjusts the consumers 
account balance and pays the merchant

•

Point of sale terminals: electronic device used to facilitate debit card use•

Smart cards: a plastic card with a chip which can be programmed with 
“electronic money”

•

Ecash: money that moves among consumers and businesses via digital 
electronic transmission

•

Electronic Funds Transfer

The Bank of Canada

The central bank of Canada is managed by a Board of Governors•
Regulates operations of chartered banks•
Manages the money supply by: buying/selling securities, changing the 
bank rate

•

Bank rate = rate at which chartered banks can borrow from Bank of 
Canada

•

The Bank of Canada
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Screen clipping taken: 03/12/2013 8:45 PM

9.4 Financial Pillar #2 - Alternate Banks 

Trust Companies

safeguard funds and estates entrusted to them•

serve as a trustee, transfer agent, and registrar for corporations•

Credit Unions (caisses populaires in Quebec)

cooperative savings and lending institutions formed by a group of 
individuals with common interests

•

offer savings accounts, loans, mortgages to members•
invest their own funds in corporate and government securities•

9.5 Financial Pillar #3 - Specialized Lending and Savings Intermediaries 
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9.6 Financial Pillar #4 - Investment Dealers 
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9.7 Other Sources of Funds

Business Development Bank of Canada (BDC)○

Canada Mortgage and Housing Corporation (CMHC)○

Export Development Corporation○

Government financial institutions and granting agencies:•

Canada and its provinces borrow from international sources of funds, 
including other nations

•

The Canadian Capital Market (international funds)•

9.8 International Banking and Finance

Exchange Rates and Trade

Exchange rates influence the willingness to invest abroad and buy 
imported items

•

A trade surplus occurs when Canada is exporting more products than it 
is importing (likely to occur when the dollar is undervalued)

•

A trade deficit occurs when Canada is importing more products than it is 
exporting (likely to occur when the dollar is overvalued)

•

The Law of One Price

A basic commodity should be priced equally across all countries (if prices 
differ, it is assumed to be due to overvaluation or undervaluation of the local 
currency)

The Law of One Price

International Payments Process
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International banking is governed by a network of loose agreements 
between individual 
countries or groups of countries.

World Bank

UN agency that funds infrastructure projects in developing countries.

IMF

promote stable exchange rates•

provide temporary short-term loans•

encourage cooperation on international monetary issues•

develop a system for international payments•

150 nations that combined resources to:
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10.1 Securities Market

Stocks and bonds (which represent a secured or asset-based claim) that can 

be bought and sold.

Investment Bankers

Financial specialists who assist in issuing new securities.

10.2 Stocks

Screen clipping taken: 03/12/2013 8:53 PM

Lesson 10
December-03-13 8:51 PM
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10.3 Bonds 
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10.3 Bonds 

A bond is a written promise that the borrower (a firm) will pay the lender 
(an investor) at a stated future date, the principal plus a stated rate of 
interest.

•

Bondholders' claims come before shareholders'.•

maturity (payment date)○

tax status○

potential yield (interest rate)○

Bonds differ from one another in terms of:•

Several services rate the quality of various bonds.•
Bonds are generally sold through the over-the-counter market, and not 
traded on an organized exchange.

•
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10.4 Other Investments
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11.1 The Role of the Financial Manager

Financial Managers

Responsible for planning and overseeing the financial resources of a firm. This 
includes: cash flow management, financial control and financial planning.

Cash Flow Management

• Managing the pattern of cash inflows (revenues) and outflows (debt 
payments)

• Investing funds that are not needed to service debt

• Funds must either be committed to maintaining the firm, or otherwise earning 
return, but not sitting idle

Financial Control

• Make adjustments as required when plans change, or do not work as 
intended

• Check actual performance against plans to ensure that desired goals are 
achieved

Explain actual results that vary from the budget and then make 
adjustments as required

•

Prepare budgets to ensure that sufficient cash is on hand to meet 
operational and debt service needs

•

Financial Planning

• Projections of revenue flows

• Sources and planned uses of funds

• Timing of when funds will be required

A plan for achieving a desired financial status in the future•

11.2 Why do Businesses Need Funds?

Lesson 11
December-03-13 8:57 PM

   ADMIN 202 Page 85    



11.3 Sources of Short-Term Funds 

Allow firms to cover operational expenses and implement short-term plans

Screen clipping taken: 03/12/2013 9:01 PM
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11.4 Sources of Long-Term Funds
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1.5 Financial Management for Small Businesses 

• Small business owners must strive to get credit, manage it well, build their 
credit rating, and manage cash flow in order to:

• obtain financing at start-up and beyond

• arrange lines of credit

• organize trade credit

Venture Capital

External funding provided in return for part ownership (equity) in the 
borrowing firm.

• Favour firms with rapid growth potential

• Venture capital firms actively seek investment opportunities.

• Failure rates in new ventures are high, particularly those with rapid growth; 
therefore, investors demand high returns for their money.

11.6 Risk Management 

Conserving a firm’s financial power or assets by minimizing the financial 
effect of accidental losses.

• Risk: uncertainty about future events

• Speculative risk: the chance for gain or loss

• Pure risk: only the chance of loss (i.e. chance of a warehouse fire)

Risk Management Alternatives
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• Risk avoidance: refusing to participate in risky ventures

• Risk control: techniques to prevent losses, or minimize their impact

• Risk retention: covering a firm’s unavoidable losses with its own funds

• Risk transfer: transferring risk to another firm, or individual, by contract

The Risk-Management Process

11.6 Risk Management

Insurance

Insurance companies return policyholders to their financial position before 
the loss.
Insurable risk criteria include:

• Predictability

• Casualty

• Unconnectedness

• Verifiability

Liability Insurance

Insurance that covers losses resulting from damage to people or property 
when the insured party is judged liable.

• Employers are required to provide workers’ compensation coverage for 
workers who are permanently, or temporarily, disabled by job-related 
accidents or disease.
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accidents or disease.
• Approximately $10 to $15 of every $100 paid in premiums goes to cover 

fraudulent losses

Property Insurance

Covers losses resulting from physical damage to real estate or business 
property.

Damage to property by fire, lightning, theft. Fire may be extended to 
include other perils such as weather, riot, smoke, aircraft and other 
vehicles, explosion, vandalism, etc.

Fire and allied lines:

Transportation insurance covering the act of transportation (water, land 
or air) and the good being transported.

Marine:

• title: guarantees a seller has clear title to a property or the seller will 
receive compensation for an amount specified in the policy

• business interruption insurance: covers potential losses incurred during 
times when a company cannot carry on its business

• credit: protects against customers’ failure to pay their bills

• co-insurance: traditionally, clients insure for less than the value of their 
property. They are required to insure for a minimal percentage of their 
property’s value. A coinsurance provision requires the minimal insurance 

value. If the policyholder fails to do so, the insurer will not cover the total 
loss. The amount of loss covered will be equal to:

Others:

Life Insurance

• Pays benefits to the survivors of the policyholder

• Beneficiary: person to whom the benefits of a life insurance policy are paid. 
In Canada, benefit payments to individuals are not taxed, payments to the 
estate are

• Most companies buy group life insurance

Term:

Insurance for a fixed period of time (1 to 20 years) with no build-up of cash 
value. Generally by far the cheapest form of insurance.

Whole life (more traditional):

Insurance coverage for the entire life of the insured, which may build-up a 
cash value composed of payments in excess of insurance costs. The insured 
may borrow any cash build-up from the policy. Alternately, the cash value 

will be received as a lump sum if the policy is discontinued.

Universal (more recently available):

Insurance companies suffered when other rates of return rose because the 
interest paid on the cash value of whole life products was not competitive 
enough to keep policyholders and many cashed in their policies to access 

the cash value. Universal life insurance policies were designed to provide an 
answer to the advice that you should "buy term insurance and invest the 
difference". Universal life allows term insurance with a cash value, and 
competitive investment opportunities. They do require a higher premium to 
be paid, however.

11.6 Risk Management 

Special Forms of Business Insurance

Key Person Insurance
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• insurance taken out by a firm on important staff members

• covers losses due to their death, or other departure

Business Continuation Agreements

• agreement whereby owners make plans to buy the ownership interest of a 
deceased associate from the heirs
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What is an information system?1.
Why is teleconferencing a desirable alternative for business?2.
What is the World Wide Web?3.
What are two types of artificial intelligence systems?4.
What are the two types of software?5.

Lesson 5 

What is working capital?6.
Manhattan Corporation has total assets of $700,000, total liabilities of 
$200,000, and owners' equity of $500,000. What is Manhattan 
Corporation's debt ratio?

7.

What are the three major classifications of ratios that are used to analyze 
financial statements? What is measured by each of these types of ratios?

8.

Identify the solvency ratios and what they measure.9.
Identify the one activity ratio and what it measures.10.

Lesson 6 

List the four forms of utility.1.
List the five environmental factors in a company's external environment.2.
What is a product?3.
Identify the four common methods of segmenting consumer markets.4.
List four basic methods for collecting marketing research data.5.

What is price lining?•
What is the distribution mix?•
What is a channel captain?•
What is a rack jobber?•
Name four types of transporting companies.•

Lesson 8

What is a benefit?•
What is the product mix?•
What is a product line?•
What are the seven steps in the product development process?•
What is brand equity?•

Lesson 7 

What is productivity?•
What is quality?•
What is the formula for labour productivity for a country?•
According to a study by the Organisation for Economic Co-operation 
and Development, productivity levels in 23 participating countries varied 
significantly. What factors affect the productivity differences between 

nations?

•

Lesson 3 

Parting Short 
December-02-13 7:49 PM
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What are the four characteristics of money?•
Identify the components of the M-2 money supply.•
How do banks create money?•
What is a reserve requirement?•
What is the World Bank?•

Lesson 9 

Lesson 10 

What is a short sale?•
What is a call option?•
Identify some of the major stock exchanges in Canada and in the United 
States.

•

What are stock options? Describe the two types of options available to 
investors.

•

What is a market index? Identify and describe the major market indices 
in Canada and the United States.

•

Lesson 11

• What do credit terms of 2/10; net 30 refer to?

• What is the risk-return relationship?

• List the four choices that a company has when handling risk.

• What are the four responsibilities of finance (corporate finance)?

• Compare debt financing to equity financing on the issues of repayment, 
claims on income, claims on assets, management control, tax effect 
and management flexibility.
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