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Good manager
· -Critical thinking
· -Creativity
· -Vision
· -Leadership
Business: All profit-seeking activities and enterprises that provide goods and services for clients.
Profits: Financial rewards for businesspeople (usually owners) who take the risks involved to offer goods and services to customers.
Admired Company	
· -Profitability, growth, new product development, etc.
· -Ethics, social responsibility, worker satisfaction, etc.
Factors of Production
· Natural Resources
· Minerals, coal, iron ore, etc. 
· Oil & Gas 
· Timber – pulp & paper 
· Wind & water 
· Scenic regions – lakes, mountains, coasts, beaches, 
· Weather
· Capital
· Money or near money
· Equipment
· Building, machines
· Cash, bonds, etc.
· Human Resources
· People – their labour & their associated knowledge & skills
· Entrepreneurship
· The act of managing 
· Creating products & services 
· Organizing a company 
· Managing & motivating people 
· Negotiating with others 
· Etc.
Economic Performance: is the ratio of outputs to inputs.
· Economic Productivity = Outputs / Inputs
· Economic Productivity = Products & services/ Factors of Production (Values $)

Colonial Period
· Agricultural & trading are the principle businesses 
· Trading & transportation hubs 
· Wealthy – owned land and trading hubs. 
· Examples. Plantations, Chicago trading companies (Sears, Mercantile exchange, etc.)
· Key Factors
· Land - agricultural 
· Labour – unskilled labour 
· Entrepreneurial – trading & transportation hub creation & management 
· Capital – inventory of goods
Industrial Revolution
· Beginning of mass production & specialization begins. 
· Mechanization invented for transportation, agriculture, and harvesting resources. 
· Beginning of the transition to full industrial production. Labour skills are starting to become specialized. 
· Industrial period is in its initial development.
· Key Factors
· Labour – becoming specialized 
· Capital – machinery, plants, and mechanization 
· Entrepreneurial – knowledge and creativeness to create mechanization 
· Land – less important
Industrial Entrepreneurs
· Machinery becomes wide spread and people begin to innovate new concepts around the principles of “engineering” 
· Industrial Revolution is in full motion. 
· New product and service opportunities begin to stimulate customer demand. 
· Industrial period is in full swing and high growth.
· Key Factors
· Labour – getting to be highly specialized 
· Capital – machinery, plants, and mechanization 
· Entrepreneurial – knowledge and creativeness to enter new markets & businesses 
· Land – less important
Production Era
· Large factories are built & mass production 
· Specialization of work becomes more intense. 
· Focus is on internal processes, becoming larger and more productive (efficiency & effectiveness). 
· Demand blossoming because of the new products and lower (relative) costs. 
· Industrial period is maturing.

· Key Factors
· Labour – highly specialized 
· Capital – machinery, plants, and mechanization 
· Entrepreneurial – knowledge and creativeness to analyze costs and drive them lower 
· Land – less important
Marketing Era 
· Competition has intensified 
· Great depression (poor economy) - customer demand has tanked. 
· Marketing, branding, customer orientation becomes important. 
· Focus on finding and educating the customer on the value of the product or service. 
· Customer orientation & branding try and make products to suit customers.
· Key Factors
· Labour – highly specialized 
· Capital – machinery, plants, and mechanization 
· Entrepreneurial – knowledge and creativeness to analyze customers and generate demand 
· Land – less important
Relationship Era
· Transaction management 
· Focus is on building long-term relationships with suppliers, buyers, customers, etc. 
· Want to enhance & keep relationships rather than continually build them (e.g., customers). 
· Alliances, joint ventures, etc. become popular. 
· Internet makes relationships easier & businesses built around relationships arise (e.g., social media, etc.)
· Key Factors
· Labour – highly specialized 
· Capital – machinery, plants, computerization, and mechanization 
· Entrepreneurial – knowledge and creativeness of developing new relationships that improve efficiency and effectiveness 
· Land – less important
Relationship Management: The collection of activities that build and maintain ongoing, mutually beneficial ties with customers and others
· Relationship management depends on technology
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Small Business: an “independent business with fewer than 100 employees and revenues less than $2 million”
· account for approximately two-thirds of the employment in five Canadian industries: noninstitutional health care, construction, accommodation and food, forestry, and other services.

· Approx. 97% of Canadian firms have fewer than 100 employees on staff.
· are a launching pad for entrepreneurs.
Contributions of Small Business to the Economy
· Account for more than 29% of the GDP
· Creates new jobs (accounts for 2 thirds of jobs)
· Offer customized unique services & products
· Creates new industries
· Encourages innovation
Small Businesses Failure Rate
· Approx. 4 % of small businesses close after one year. 
· Approx. 15% of small businesses close permanently within three years. 
· Approx. 30% of small businesses fail within five years.
Why Small Business Fail
· Management Inexperience
· Inadequate Financing
· Meeting Government Regulations
Forms of Private Business Ownership
· Sole Proprietorships: A business ownership in which the sole proprietor’s status as an individual is not legally separate from his or her status as a business owner
· Owner has complete control 
· Owner is legally liable for business transactions. 
· Business is taxed at owners personal tax rate. 
· Very easy to form and dissolve.
· Partnerships: An association of two or more persons who operate a business as co-owners by voluntary legal agreement 
· General Partner
· Two or more owners have complete control 
· Owners responsible for managing business 
· Owners have unlimited personal liability to business transactions 
· Partners share profits and losses 
· Taxed at personal tax rate 
· Relatively easy to setup for multiparty ownership


· Limited Partner (firm must have a general partner)
· Owner does not control or manage business 
· Owner is shares in profits and losses of business 
· Taxed at personal tax rate 
· Legally liable for the amount invested in business 
· Provides an ability to attract investment to a partnership
· Corporations: A legal organization with assets and liabilities separate from the assets and liabilities of its owners 
· Legal ownership with a legal charter 
· Ownership and management are separated. 
· Many owners can be invested in corporation 
· Profits taxed twice. Once at corporate rate and once at personal rate 
· Legal liable is for only amount invested.
· Not-for-Profit Corporations: Organizations whose goals do not include pursuing a profit
· No profits allowed over long-term (no shares). 
· Ownership has limited liability 
· Exempt from corporate taxes
·  A lot of funds can come from non-owners and often non-customers (donators)
· Often clients don`t fully fund operations.
Public & Collective Ownership
· Government
· Owned by government 
· Profits are re-invested in firm 
· Government liable for losses
· Co-operative
· An association of persons or firms who voluntarily cooperate for their mutual social, economic, or cultural benefit 
· Can be formal or informal
Franchising: A contract-based business arrangement between a supplier of products or services(franchisor – e.g., McDonalds HQ), and a dealer (franchisee – e.g., restaurants), to produce and market the supplier’s good or service.
· ADVANTAGES 
· Prior Performance Record 
· Recognizable Company Name (Brand) 
· Proven Business Model 
· Tested Management 
· Program Savings through Volume Purchases

· DISADVANTAGES 
· Franchise Fees 
· Future Payments (Royalties) 
· Linked to Reputation and Management 
· Franchise Agreement Restrictions 
· Tight Control
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Entrepreneur: A person who seeks a profitable opportunity and takes the necessary risks to set up and operate a business
· Differ from many small-business owners in their strong desire to make their business grow 
· Differ from managers through their overriding responsibility to use the resources of the organization to accomplish their goals 
· Willing to take risks
· 63% of all small businesses are operated out of the home. 
· Majority close within 5 years.
Categories of Entrepreneurs
· Classic entrepreneurs 
· Serial entrepreneurs 
· Social entrepreneurs
Reasons to Choose Entrepreneurship as a Career Path
· Being Your Own Boss 
· Self-management is the motivation that drives many entrepreneurs. 
· Financial Success 
· Entrepreneurs are wealth creators and idea generators. 
· Job Security 
· Over the past ten years, large companies have eliminated more jobs than they have created. 
· Quality of Life 
· Starting a business gives the founder some choice over when, where, and how to work.
Two Basic Requirements Help Success
· Quality Firm’s Resources
· Entrepreneurial Leadership 
· Capital 
· People 
· Skills 
· Ideas 
· Experience 
· Other (patents, copyright, land, location, etc.)
· Quality Market Opportunity
· Lack of competition 
· Customers wanting product – often a niche or focused customer group
Opportunities in The Environment for Entrepreneurship
· Globalization
· The rapid globalization of business has created many opportunities for entrepreneurs. 
· Most of the fastest-growing small Canadian companies have international sales (most to the United States). 
· Entrepreneurship is growing worldwide; levels vary by country.
· Internet & Technology
· Technology has given entrepreneurs tools that help them compete. 
· Entrepreneurs have used information technology to revolutionize industries & markets.
· Educational Opportunities
· Students at many colleges and universities can take a major in entrepreneurship. Dozens of other colleges and universities offer an emphasis in entrepreneurship and hundreds more offer one or two courses in how to start a business. 
· Many schools offer internships with start-ups.
· Demographic and Economic Trends
· Two groups are most likely to start their own businesses 
· Immigrants to North America 
· People between the ages of 55 and 64 (have access to retirement savings/home equity; want to keep working after retirement) 
· Flexible, adaptable entrepreneurs will have most success
Traits Identified in Research
1. Commitment & determination 
2. Leadership 
3. Opportunity Obsession 
4. Tolerance for Risk, Ambiguity, & Uncertainty 
5. Creativity, Self-Reliance & Ability to Adapt 
6. Motivation to Excel
Personalities of Entrepreneurs
· Vision 
· High Energy 
· Need to Achieve 
· Self-Confident & Optimism 
· Tolerance for Failure 
· Creativity 
· Tolerance for Ambiguity 
· Internal Locus of Control
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Economics: The social science that studies the choices people, companies, and governments make when dividing up their scarce resources
· Microeconomics: deals with the performance, structure, behavior, and decision-making of economies (i.e., national, regional, and global economies) as individual markets
· Macroeconomics: studies the behavior of individual households and firms in making decisions on the allocation of limited resources (e.g., capital, assets, price, etc.).
· Government National & Provincial Policies 
· Interest rates 
· Employment rates 
· Interprovincial trade policies 
· International Trade Policy 
· Who to trade with 
· What to trade
Types of Economies in Country
· Private enterprise system (capitalism or market economy)
· Businesses meet needs and demands of consumers and are rewarded through profit. 
· Government favours a hands-off approach. 
· Marketplace competition regulates economic life.
· Planned economies: socialism, communism
· Socialism 
· An economic system where the government owns and operates the major industries. 
· Some profits & private ownership of industry allowed 
· Workers get to choose occupations & join unions 
· Incentives only used in private firms.
· Communism 
· Government owns all means of production. 
· Complete rejection of market capitalism 
· Workers rights are limited 
· Minimal incentives 
· Adopted in early 20th century by many nations, but government-managed monopolies often suffered from inefficiency
· Mixed market economies (combinations of the two)
· Mixed market economy: an economic system that draws from both private enterprise economies and planned economies, to different degrees
· The mixture of public and private enterprise can vary widely from country to country.
· Privatization: The conversion of governmentowned and -operated companies to privatelyheld businesses
Value to Society
· An economic system should provide a stable business environment and sustained growth of benefits for its citizens. 
· Health 
· Happiness 
· Income 
· Productivity 
· Etc.
Gross domestic product (GDP): The sum of all goods and services produced within a country during a specific time period, such as a year
Productivity: The relationship between the number of units produced and the number of human and other production inputs needed to produce them
· Total Productivity=Output(goods or services produced)/Input(human/natural recources, capital)
Business Cycles
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· Business decisions and consumer behaviour differ at various stages of the business cycle:
· Prosperity: Unemployment low, consumer confidence/purchasing high, businesses expanding 
· Recession: A cycle of economic contraction that lasts for six months or longer; consumers careful about purchases, businesses slow production/expansion 
· Recovery: Declining unemployment, increasing business activity, renewed consumer confidence
· Depression: Extended recession
Price-Level Changes
· Inflation: Rising prices caused by a combination of excessive consumer demand and higher costs of raw materials, component parts, human resources, and other factors of production 
· Core inflation rate: The inflation rate after energy prices and food prices are removed 
· Deflation: The opposite of inflation, occurs when prices continue to fall 
· Can cause a weakened economy
Measuring Price-Level Changes
· Changing prices are tracked by the Consumer Price Index (CPI). 
· A measurement of the monthly average change in prices of goods and services 
· Commonly purchased goods and services are priced to compile the data included in the CPI “market basket”
Unemployment Levels
· Unemployment rate: The percentage of total workforce actively seeking work but currently unemployed
· Four types of unemployment:
· Frictional Unemployment
· Temporarily not working
· Looking for a job
· Example: new graduates entering the workforce
· Seasonal Unemployment
· Not working during some months
· Not looking for a job
· Example: Farm workers needed only when a crop is in season
· Structural Unemployment
· Not working due to no demand for skills
· May be retaining for a new job
· Example: Assembly line employees whose jobs are now done by robots
· Cyclical Unemployment
· Not working due to economic slowdown
· Looking for a job
· Example: Executives laid off during corporate downsizing or recessionary periods
Managing the Economy
· Monetary Policy
· Central Bank (Bank of Canada) 
· Change interest rates 
· Change amount of money in system ( i.e., printing more money)
· A central bank plan to increase or decrease the money supply and to change banking requirements and interest rates to affect bankers’ willingness to make loans 
· Expansionary monetary policy: A plan to increase the money supply to try to decrease the costs of borrowing 
· Lower interest rates encourage new investments and increases employment and economic growth. 
· Restrictive monetary policy: A plan to decrease the money supply to control rising prices, overexpansion, and concerns about overly rapid economic growth
· Fiscal Policy
· Politicians (Minister of Finance) 
· Government Purchasing 
· Taxes
· A plan of government spending and taxation decisions designed to control inflation, reduce unemployment, improve the general welfare of citizens, and encourage economic growth 
· The federal budget is an annual plan for how the government will raise and spend money in the coming year. The primary sources of government funds are taxes, fees, and borrowing. 
· When the government spends more than the amount of money it raised, there is a budget deficit. When we borrow money to cover the deficit, the national debt is increased. 
· If the government has more money than it spends, there is a budget surplus.
Why Nations Trade
· Boosts economic growth 
· Expands markets 
· More efficient production systems 
· Less reliance on the economies of home nations
· Trade allows Customers and Firms in both regions to get better value
Exports: Domestically produced goods and services sold in other countries 
Imports: Foreign goods and services purchased by domestic customers



Measuring Trade Between Nations
· Balance of trade: The difference between a nation’s exports and imports 
· Balance of payments: The overall money flows into or out of a country 
· Balance-of-payments surplus = more money into a country than out of it 
· Balance-of-payments deficit = more money out of a country than into it
Exchange Rates
· Currency rates are influenced by: 
· Domestic economic and political conditions 
· Central bank intervention 
· Balance-of-payments position 
· Speculation over future currency values
· Values fluctuate, or “float,” depending on supply and demand. 
· National governments can deliberately influence exchange rates. 
· Business transactions are usually conducted in the currency of the region where they happen. 
· Interest rates can quickly create or wipe out competitive advantages.
Absolute and Comparative Advantage
· A country has an absolute advantage in making a product when it is better at making that product (i.e., it uses fewer factors of production compared to the other trading partners). 
· Example: China’s domination of silk production for centuries or Canada’s domination of maple syrup. 
· A nation can develop a comparative advantage when it can supply its products at a lower price than compared with the same output from other countries (this takes into account the constraints and costs of factors of production). 
· Example: India’s combination of a highly educated workforce and low wage scale in software development
Barrier to Trade
1. Social and Cultural Differences
· Language: Potential problems include mistranslation, inappropriate messaging, lack of understanding of local customs, and differences in taste.
· Values and Religious Attitudes: Differing values about business efficiency, employment levels, importance of regional differences, and religious practices, holidays, and values about issues such as interest-bearing loans.
2. Economic Differences
· Infrastructure: The basic systems of a country’s communication, transportation, and energy facilities
· Currency Conversion and Shifts: Fluctuating values can make pricing in local currencies difficult, and affect decisions about market desirability and investment opportunities.
3. Political and Legal Barriers
· Political Climate 
· Stability is a key consideration
· Legal Environment 
· Canadian law 
· International regulations 
· Country’s law in which trade is planned 
· Climate of corruption 
· International Regulations 
· Treaties between Canada and other nations 
· Tariffs: Taxes imposed on imported goods 
· Enforcement issues
Types of Trade Restrictions
· Tariffs: taxes, surcharges, or duties on foreign products 
· Revenue tariffs generate income for the government. 
· Protective tariffs raise prices of imported goods to level the playing field for domestic competitors. 
· Nontariff barriers: also called administrative trade barriers 
· Quota: A limit set on the amounts of particular products that can be imported 
· Dumping: Selling products in other countries at prices below production costs or below typical prices in the home market 
· Embargo: A total ban on importing specific products or a total stop to trading with a particular country 
· Exchange control: a restriction on important certain products or a restriction against certain companies to reduce trade and the spending of foreign currency 
· In accordance with national policy, through central banks or government
Reducing Barriers to Trade
· Free-trade area: Members trade freely among selves without tariffs or trade restrictions. 
· Customs union: Establishes a uniform tariff structure for members’ trade with nonmembers. 
· Common market (or economic union): Members bring all trade rules into agreement.
Factors Driving Demand
· Demand Curve: A graph of the amount of a product that buyers will purchase at different prices
· Driven by variety of factors such as competition, price, larger economic events, and consumer preferences


Factors Driving Supply
· Supply Curve: A graph that shows the relationship between different prices and the amount of goods that sellers will offer for sale, regardless of demand
· Factors of production play a central role in the overall supply of goods and services 
· A change in the cost or availability of any of these inputs can shift the entire supply curves and service
How Demand and Supply Create a Market Price
· Supply and demand curves meet at the equilibrium price. 
· Buyers and sellers make choices that restore the equilibrium price. 
· Changes affect both demand and supply.
Competitive Threats to an Industry & Company
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Threat of new entrants
· A new entry of a competitor into your market also weakens your power. Threat of new entry depends upon entry and exit barriers. Threat of new entry is high when: 
· Capital requirements to start the business are less 
· Few economies of scale are in place 
· Customers can easily switch (low switching cost) 
· Your key technology is not hard to acquire or isn’t protected well 
· Your product is not differentiated
Bargaining power of Buyers
· Bargaining Power of Buyers means, How much control the buyers have to drive down your products price, Can they work together in ordering large volumes. Buyers have more bargaining power when: 
· Few buyers chasing too many goods 
· Buyer purchases in bulk quantities 
· Product is not differentiated 
· Buyer’s cost of switching to a competitors’ product is low 
· Shopping cost is low 
· Buyers are price sensitive 
· Credible Threat of integration
Bargaining Power of Supplier
· Bargaining Power of supplier means how strong is the position of a seller. How much your supplier have control over increasing the Price of supplies. Suppliers are more powerful when
· Suppliers are concentrated and well organized 
· a few substitutes available to supplies 
· Their product is most effective or unique 
· Switching cost, from one suppliers to another, is high 
· You are not an important customer to Supplier
Threat of substitute products
· Threat of substitute products means how easily your customers can switch to your competitors product. Threat of substitute is high when: 
· There are many substitute products available 
· Customer can easily find the product or service that you’re offering at the same or less price 
· Quality of the competitors’ product is better 
· Substitute product is by a company earning high profits so can reduce prices to the lowest level.
Industry Rivalry
· [bookmark: _GoBack]Industry rivalry means the intensity of competition among the existing competitors in the market. Intensity of rivalry depends on the number of competitors and their capabilities. Industry rivalry is high when:
· There are number of small or equal competitors and less when there’s a clear market leader. 
· Customers have low switching costs 
· Market is growing 
· Exit barriers are high and rivals stay and compete 
· Fixed cost are high resulting huge production and reduction in prices
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