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Political-Legal environment
· Reflects relationship between business and government, government regulation of business 
· Affects uncertainty, risk, and constricts/costs faced by firm
· New major/provincial leaders can affect many organizations, especially small firms that do business in a single location and are susceptible to zoning restrictions, property and school taxes, etc.
· Government can create incentives, constraints, support/bail out when needed if business closes, people lose jobs, suppliers suffer, communities suffer; thus easier to just prop up the business
1. Laws, regulations 
· determine what companies must and must not do  regulation protects consumers (ex: banks)
· Government regulates certain industries  wants to ensure that there is an adequate amount of competition, but prevents too much competition
2. Taxes 
· The government uses taxes to subsidize things such as education and health care
· Use taxes & the way they tax us to create incentives/disincentives to do certain things
3. Trade agreements or conditions
· When FTA (free trade agreement) was first signed, businesses thought American companies will take over market  but Canadian companies worked hard & overpowered the American market
· Open up opportunities  open up new markets
· Can also be a threat due to competition 
4. Political system
· At one extreme, there is capitalism: the government is “laissez faire”  allows private ownership of the FoP and encourages entrepreneurship by offering profits as an incentive
· At the other extreme, there is communism: the government controls everything
· Companies prefer capitalist approach  more flexibility and room to pursue opportunities
5. Political stability 
· Businesses hate uncertainty  No business wants to set up shop in another country unless trade relationships with that country are relatively well defined and stable
· Need a plan and a strategy to predict what might happen

Economic Environment
· Influences costs, potential sales, and financial uncertainty
1. Economic growth- aggregate output, GDP, and standard of living
· More money with economic growth, thus more opportunity to sell things to the populations
· They are sufficiently wealthy to buy things and with more money they want to spend more
· Aggregate output –total output of goods that a country produces in a given periodhigher output = growth = higher standard of living, more exports
· GDP is the value of the goods and services that the country produces through FoP
2. Trade balance – comparison of imports vs. exports
· If imports > exports, you have a trade deficit
· If exports > imports, you have a trade surplus
· Wants to balance trade deficit = trade surplus 
3. National debt – government borrowing
· Government borrows from the same places as businesses  from us, banks, and foreign countries  but there is only so much money to go around. 
· Affects economic growth because the government competes with every other potential borrower (households, businesses, etc) for available supply of loanable money. The more the government borrows, the less available for the private borrowing and investment that increases productivity  businesses must compete
· Budget deficits are when more is spent per year than gained accumulation of annual deficits lead to national debt  amount of money that the government owes its creditors
4. Economic stability 
· Condition in which the amount of money available in an economic system and the quantity of goods and services produced in it are growing at about the same rate
· Inflation: 
· Good for inflation to be slow  easier to adjust
· When amount of money injected into the economy is greater than increase in actual output
· People have more to spend; there’s still the same number of products available to buy  compete  rising prices  erases increase in money amount  purchasing power declines
· Consumer price index (CPI) is used to measure inflation
· Deflation: 
· When amount of money injected into economy is less than the increase in actual output
· Good: prices fall due to increasing productivity, cost savings passed onto customers  jobs
· Bad: when consumers have high debt and are thus unwilling to buy much  unemployed
· Unemployment
· Level of joblessness among people actively seeking work
· When unemployment is low, there’s a shortage of labor for businesses  compete raise wages  eat profit margins  prices rise  buy less  reduce workforce  cycle
A. Frictional: people are out of work temporarily while looking for a new job
B. Seasonal: people are out of work because of the seasonal nature of their jobs
C. Cyclical: people are out of work because of a downturn in the business cycle
D. Structural: people are unemployed because they lack skills needed to perform available jobs
5. Interest rates – time value of money
· When interest rates rise, people are more likely to save because they get more interest  borrow less so that they don’t have to pay back interest  vice versa
· Government raises interest rates to drop demand (supply stays the same) and prices drop in order to attract more consumers
6. Exchange rates
· People go on vacation to buy stuff for cheaper in other countries than in their home country
· High exchange rates means that each unit of the currency will buy more foreign currencies  downward pressure on inflation, more imports, more efficiency, but damage to export/domestic industries due to competition with imports and hence unemployment
· Low exchange rates means that imports and raw materials are more expensive, resulting in inflation. It also means more employment in export/domestic industries due to cheaper exports.
· A high value of a currency may be good to fight inflation, but may create unemployment, whereas a low value of a currency may be good for employment, but may create inflation.

Social Factors
1. Customs, values, attitudes, and demographic characteristics
· Our values change  customer preferences change  color, style, taste, etc.
· Vary across and within national boundaries and time product uses varies between nations
· Influences worker attitude 
2. Influences customer preferences
· In some countries, consumers are willing and able to pay premium prices for designer clothes, but the same clothes have virtually no market in other countries
3. Influences worker attitudes and behaviours
· In some countries, workers are as loyal to their companies as families, and at the same time, companies do their best for workers
· In NA we do not have that approach, but we change careers and employers many times
· Company is also not as committed to their workers
4. Influences standards of business conduct  Ethics, social responsibility, stakeholder management
· Will vary from one country to the next
· Certain expectations are shared -> honesty
· In Canada we do not bribe companies, but in other countries, bribes are expected
· customs, values, attitudes, and demographic characteristics of the society where company operates
· Affects how we live, work, consume and produce  customer preferences, business standards

Technological Factors 
· Companies must look out for technological breakthroughs that may make their products obsolete& threaten survival  many breakthroughs aren’t from direct competitors or from the same industry
· Technology transfer refers to the process of getting a new technology out of the lab and into the marketplace where it can generate profits for the company  Efficient technology transfer 
· cycle time: the time that it takes a firm to accomplish some recurring activity or function 
1. Internet affects buying, selling, communication
2. Information technologies affects information access, inter-firm cooperation, cycle times
3. Computer technologies have changed our products and how we design and build
· Research and development provides new ideas for products, services, and processes
4. Not limited to computers and information
· New technologies revolutionize business, ranging from the ways customers& companies interact to where/when/how employees perform  important contributors to economic development
· Affects what we produce and what it can do, affects how we produce and how we sell  demands constant learning and scanning

The 3 most important issues facing Canadian business
1. The value of the Canadian dollar
2. A skilled labour shortage
3. The natural/physical environment
· Do the economic conditions support my business?
· What legal protection do I have or laws do I have to consider?
· What demographic and social trends affect my business and how?
· Be careful as future trends may sabotage your plans
· What technological forces affect me now and in the future? How do they assist/constrain?
· What opportunities or threats does the environment possess?
