SESSION 1 UNDERSTANDING THE CANADIAN BUSINESS SYSTEM


The Concept of Business and Profit:
Businesses produce or sell products in order to make a profit (the money left over from revenues after a firm pays its expenses; motivates individuals to engage in business activities).

Factors of Production:
The Factors of Production are basic resources which are the building blocks of an economic system, include:
natural resources: minerals, lumber, water, land
labour: human production, expertise
capital: money needed to run a business which comes from investment, borrowing or sales
entrepreneurs: the people who organize and manage the factors of production in a business environment in order to produce a profit, risking failure and loss
information: (now often included) – specialized knowledge, economic data

Types of Economic Systems:
-Command economies (Communist, Social)
-Market Econemies
-Mixed Econemies

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 & major institutions. Individuals own non-critical  businesses.

In a market economy:
- Economic basis is supply & demand. Demand is willingness of consumers to buy a product or service. Supply is the willingness and ability of producers to sell the product or service.
- 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.

The Mixed Economy: a combination of both freedom & government intervention. No country has a pure communist, socialist, or capitalist system. 
Eastern Europe 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
-China is encouraging entrepreneurial activity
-Russia has returned to a non-communist regime
-In Canada, many “necessities” or “essential services” are supplied by the state

The Many Roles of Government:
-Customer
-Regulator
-Competitor
-Taxation agent
-Provider of incentives
-Provider of essential services

Government as a tax agent:  
- revenue taxes are designed to generate cash, including income taxes 
-income taxes are paid by individuals and businesses and represents monies received during a single year
- restrictive taxes are designed to lessen the consumtion of un healthy products like liquer and tobacco.
*They also raise revenue through inport duties and gasoline taxes.

How Business Influences Government:







Lobbyists are individuals or organizations whose job is to influence key policymakers to make decisions which favour their clients. Lobbyists must be registered in order to do business in Canada. Lobbyists use personal persuasion as well as advertising to accomplish their objectives.
Trade associations, such as chambers of commerce and employee groups also attempt to influence the vote of parliamentarians. Business works directly through its various trade associations to sway opinion of both the general public and policy makers.
Voters can be influenced by business, trade associations, advertising, and politicians.  
Supply and Demand:










Law of Demand: Consumers want to buy items at lower prices.
Law of Supply: Sellers want to sell prices at higher prices.
Equilibrium Price: Occurs when buyers are willing to purchase goods and services, of acceptable value and quality, for a price that sellers are willing to meet which allows profitability (where demand and supply curves cross).
Market research reveals how consumers feel about products and prices.









[bookmark: _GoBack]Shortage drives prices up, surplus drives prices down.

Private enterprises
- can own property
- have freedom of choice
- have freedom to earn profits
-have freedom to compete

Competition:  
When businesses vie for the same resources or customers in a particular market or industry.
-Motivates business to operate efficiently
-Forces business to make products better or cheaper

Perfect Competition:
-Has many sellers
-The product is basically identical
-Relatively easy to enter the industry
-Individual firms have no control 
over price
(buyer will purchase from the lowest price)
ex. candy manufacturers (like Cadbury, Nestle) notwithstanding consumer preference for some chocolate bars

Monopolistic Competition: 
-has few to many sellers
-The product is seen as unique by some buyers, but not necessarily all
-A differentiated brand provides the firm with some control over pricing
ex. most consumer products where some of the clients may be loyal, but not all (eg: Tide, Tampax tampons, McDonald’s burgers)

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”
Oligopolies are confusing because some have more than a few contenders. The operational issue in these cases is that the few are large enough to dominate the market.  
If one raises his/her price, they will lose sales to the others
If one lowers his/her price, the others will lower prices to compete and everyone earns less money
Examples typically include: Automobiles, Retail gasoline dealers, Sugar producers.

Monopoly: 
-one producer and source of supply
-unique product
-complete control over price
-no competitors
In Canada, most monopolies are regulated to avoid price gouging. It is a “natural monopoly” if the one entity can supply the product more efficiently than many companies (e.g.: electric power in Canada). Popular examples of monopolies: 
-cable provider (but losing it)
-electric utilities (a natural utility in most cases)

Natural Monopoly:
-A market or industry in which having only one producer can sufficiently meet demand
-It is the most efficient approach (electric power company)
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]]]Crown Corporations

		Type of Crown Corporation		Description		Examples

		Departmental		Administers supervisory, administrative and/or regulatory services		Atomic Energy Control Board, Employment Insurance Commission

		Agency		Management of trading or service operations on a quasi-commercial basis		Atomic Energy of Canada Ltd., Lotto Canada, Royal Canadian Mint

		Proprietary		Management of lending or financial operations; managment of commercial or industrial operations.		CBC, Central Mortgage and Houseing Corporation, St. Lawrence Seaway Authority
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]]]Top 10 Crown Corporations

		#		Company		Revenues (in Billions)

		1		Ontario Hydro		$8.8

		2		Hydro-Quebec		7.6

		3		The Canadian Wheat Board		5.8

		4		Canada Post Corp.		4.9

		5		B.C. Hydro & Power Authority		2.2

		6		Loto-Quebec		2.2

		7		Ontario Lottery Corp.		2.1

		8		Liquor Control Board of Ontario		1.8

		9		Commission de la sante et de la securite du travail du Quebec		1.7

		10		Societe des alcools du Quebec		1
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