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Motive to Profit
· enter to make profit
· Revenue exceeds expenses
· Factors of production- goods and services- capital, labour, information, entrepreneurs and natural resources
Economic Systems
Command 

· Communism
· Government
· No free enterprise
· Vary few/no countries left
Market
· Capitalism
· Business/ individual
· Supply & demand, no rules and regulations
Communist Model
· Government runs all industries
Socialist Model
· Government owns all major industries
· Individuals own their own businesses
· Mix
Market Economy Model
· Basis is supply and demand
· Political basis is capitalism
· Ownership is open to anyone
· Buyers and sellers have freedom of choice
· The market is  a mechanism for exchange or goods and services
· Government uses safety nets to prop the economy ie- welfare

Circle of Life
· 1. Input market- firms buy resources from households
· 2. Output market- households buy goods and services from firms
· 3. Go to 1
· People earn money from jobs which then they buy stuff from the economy
What Most Companies Have
Mixed Market Economy
· Both freedom and government control
· Privatization- convert government companies to private companies, opposite of nationalization
· Deregulation- reducing laws and government intervention affecting business activity
The government acts as a customer, regulator, competitor, taxation agent, provider of incentives and a provider of essential services
Customer
· Businesses give goods and services t the government
· Government gives money to businesses
· Business ta the government
Regulator
· Competition act- ex, Tobacco Act and Canadian Transport Commission
Competitor
· The government is competing with other businesses and individuals- ex, Via Rail and LCBO
Tax Regulator
· Revenue taxes- generate cash including income tax
· Income tax- paid by individuals and businesses reflecting annual earnings. Progressive- higher rate of tax levied on higher levels of income. Regressive- levied at same rate regardless of income
· Restrictive taxes- lower consumption of unhealthy products- ex, liquor and tobacco
· Taxes also raise revenue through import duties and gasoline taxes
Incentives
· Provides aid an assistance to smaller businesses and non- profit organizations
· Stimulates growth in revenues and employment
· Loans, help and training
Essential services
· Provides highways, postal services, military, health services, sewer and sanitation…
Business influence the government through lobbyists, trade associations and advertising
Supply and Demand
· Buyer will buy more s the price goes down
· Seller will produce more as prices rise
Shortages
· A shortage drives prices up
Surplus
· A surplus dries prices down
Private Enterprise
· Occurs in market economy
· Under this system individuals can own their own property, have freedom of choice, freedom to earn profits and freedom to compete
· Government interference is minimal
Competition
· When businesses want the same resources and customers
· Operation is efficient
· Forces businesses to make products cheaper or better
Degrees of Competition
· Perfect competition
· Monopolistic competition
· Oligopoly
· Monopoly
Perfect competition
· Infinite buyers and sellers
· Zero entry and exit barriers
· Perfect info
· Profit maximization
· Homogeneous products
Monopolistic competition
· Few to many sellers
· Seen as unique to most people
· Band gives control over pricing
· Ex- restaurants, clothing stores and convenience stores
Oligopoly
· A few large sellers dominate
· Higher entry barrier
· Products are similar
· Prices gravitate towards a common market price
· Ex- cellular communications market in Canada
Monopoly
· One produces and source of supply
· Unique
· Complete control over price
· No competitors
· Ex- Canada Wheat Board
Natural Monopoly
· One producer can sufficiently meet demand
· Most effective approach- electric power utility
Eras to Remember
Early
· French and British adventurers began trading with native peoples in the 1500s
Factory
· British manufacturers took a great leap forward around 1750 with the coming of the Industrial Revolution
· Factory system
· Mass production
· Specialization
Industrial
· Emergence of entrepreneurs willing to take risks in the hope of earning huge profits
Production
· Henry Ford’s intro of the moving assembly line in the US in 1913 ushered in this era
Sales and Marketing
· Buyers had more choices and producers faces greater competition
Finance
· Sharp increase in mergers and in the buying and selling of business enterprise
Global
· People around the world buy products and services from foreign companies
Internet
· The rapid increase in internet usage has facilitates global business activity
[bookmark: _GoBack]

                              
