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Chapter 1, 3 & 4
Business- Profit seeking activities that provide goods and services to an economic system.
Factors of production:
1. National resources(rent)
2. Capital (interest)
3. Human Resources (wages)
4. Entrepreneurship (profit)
Human resources is the production inputs consisting of anyone who works, including both the physical labour and the intellectual inputs contributed by workers.
Entrepreneurship- the willingness to take risks to create and operate a business 
The private enterprise system
an economic system that rewards firms for their ability to identify and serve the needs and demands of customers. 4 basic rights: Private property, competition, profits, freedom of choice.
Capitalism is an economic system that rewards firms for their ability to perceive and serve the needs and demands of consumers; also called the private enterprise system.
Competition is the battle among businesses for consumer acceptance.
Competitive differentiation is the unique combination of organizational abilities, products, and approaches that sets one company apart from its competitors in the minds of customers.
Private property is the most basic freedom under the private enterprise system. The right to own sell and hand down land etc. 
Eras:
1. Colonial (prior to 1776)
· Agricultural  
2. Industrial revolution (1760-1850)
· Mass production by semi-skilled workers & machines 
3. Age of industrial entrepreneurs (late 1800’s)
· Advances in technology & demand for manufactured goods leading to entrepreneurial opportunities 
4. Production era (through to 1920’s)
· Emphasis on producing goods faster and leading to production innovations & assembly lines
5. Marketing era (since 1950’s)
· Customer orientation & understanding of needs & preferences 
6.  Relationship era (began in 1990’s)
Benefits from ongoing links with customers, suppliers, etc

TRANSACTION
· Sales cover costs & earn profit to sustain 
RELATIONSHIP
· Higher revenues & lower costs 
Strategic alliance- a partnership formed to create a competitive advantage for their businesses involved; in international business, the business strategy of one company partnering with another company in the country where it wants to do business.
Technology in context of business- application of knowledge based on scientific discoveries, inventions, and innovations.
Aging population affects workforce because employers deal with retirement, disability, retraining, insurance. Teenagers entering work force earlier; seniors staying longer.
Diversity performs more effectively and develop better solutions than homogeneous employee groups. They improve managements understanding of customers’ needs and relationship with consumer groups.
Vision is the ability to perceive marketplace needs and what an organization must do to satisfy them.
Critical thinking is the ability to analyze and assess information to pinpoint problems or opportunities.

Chapter 3

Economics is the social science that studies the choices people and governments make when dividing up their scarce resources.
Micro- Small economics units such as individual costumers, families, and businesses 
Macro- Large scale nations overall economics 
Supply is the willingness and ability of sellers to provide goods and services. Demand is the willingness and ability of buyers to purchase goods and services.
Demand curve is a graph of the amount of a product that buyers will purchase at different prices 

DEMAND CURVE 
· Graph of amount of product that buyers will purchase at various prices 
· Slope downward
SUPPLY CURVE 
· Relationship between prices & quantities that sellers will offer for sale regardless of demand 
Factors that make the demand curve shift:
	Right
	Left 

	· Customer preference 
· Number of buyers 
· Buyers income
· Price of substitute goods
· Future expectations 

	· Increase in cost of inputs
· Increase in cost of technologies
· Increase in taxes
· Decreases in # of suppliers 



Equilibrium price is the current market price for an item.
Interaction of supply and demand corrects a surplus/shortage:
IF SURPLUS, PRICE IS TOO HIGH 
· When price falls, more units purchased & fewer units produced 
· Surplus eliminated 
IF PRICE IS TOO LOW, A SHORTAGE WILL CAUSE PRICES TO RISE
· Increase in price will cause fewer sales & more units produced 
· Shortage eliminated
EQUILIBRIUM PRICE ELIMINATES SURPLUS & SHORTAGE

Four Factors of Production: Natural resources (Land, forest, minerals), Human resources (physical labor and intellectual inputs by employees), Capital (Technology, tools, information, physical facilities, financial capabilities.), Entrepreneurship (willingness to take risk and operate business).





4 Economic systems and worker incentives
1. CAPITALISM/PRIVATE ENTERPRISE 
· Businesses meet demands & rewarded by profit 
· Incentives to motivate people 
2. COMMUNISM
· All property shared equally under direction of central govt.
· Few worker incentives 
3. SOCIALISM 
· Govt. owns & operates major industries (in Canada, electricity, health & education)
· Incentives limited in state enterprises but are in private firms 
4. MIXED ECONOMY 
· Capitalism incentives in private sector 
4 stages of business cycle
Stage 1 prosperity, stage 2 recession, stage 3 depression, stage 4 recovery
5 Challenges to global competitiveness
1. Economic impact of terrorism 
2. Shift in global information economy 
3. Aging population 
4. Growth of India & China 
5. Enhancing competitiveness of country’s workforce 
Understand types of competition table 3.3 pg.71 








Chapter 4.
Economic factors involved in decision to operate in other countries 
· Availability
· Price & quality of labour
· National resources, capital, entrepreneurship
· Country’s regulatory environment
· Business climate, population & rising income
Absolute advantage- produces at a lower cost than the competitors 
Comparative advantage- country supplies more efficiently and at lower price than it can supply other goods compared with outputs of other countries
Obstacles confronting international trade:
CULTURAL BARRIERS
· Language, religion, social values, buying habits, business practices 
PHYSICAL BARRIERS
· Location, distance, terrain, transportation 
TARIFFS
· Taxes on imported goods as protective measure to increase foreign goods as competitive disadvantage
OTHER TRADE RESTRICTIONS
· Quotas (numerical limits), exchange controls (buy through foreign exchange central bank)
Imposing trade restrictions 
Advantages – protect citizens security, health and jobs
Disadvantages- limit consumer choices while increasing cost of foreign made products 

Advantage of North America free trade agreement (NAFTA)
· Eliminate trade barriers & investment restrictions between Canada, Mexico & USA 
· Opens up market of 450 M people & GDP of $15 trillion 
· [bookmark: _GoBack]Easier for businesses to operate as simplifies shipment of goods across borders

 


