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Midterm review: 
· Majority questions would be true and false
· The other part of the midterm will be short answers that we would be able to choose out of, 3 out of 5 
· Mostly majority of the questions would be based on the chapters we covered in the textbook.
· They will not be questions on the cases in the midterms 

Chapter 3&4 
Session 4: Economics and Business competitive environment 



Macro Economics 

Macroeconomics; deals with the performance structure, behavior, and decision- making of economies as a whole, rather than individual markets (i.e., national, regional)

Types of economics in countries 

There are three types of economics 
1. Capitalism 
2. Planed economies; 
· There are two types of planned economies
· Socialism 
· Communism 

3. Mixed market Economies 

How do you evaluate an economic performance?
 
1. GDP (Gross domestic product)- the sum of all goods and services produced within a county during a specific time period, such as a year.
-Productivity
2. Employment rates 

What influences productivity
· Business cycles
-Prosperity (is high)
-Recession
-Depression 
-Recovery 

· Price-level Changes 
-Inflation- Rising cause by a combination of extensive consumer demand and higher costs of raw materials, component pars, human recourses, 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 change 

· Employment levels ; look at the table below


	Fictional unemployment 
	Seasonal unemployment 
· Not working during some months 
· Not looking for a job

	Structural Unemployment 
· 
	Cyclical Unemployment 
· Not working due to economic slowdown
· Looking for a  job



Managing the Economy 
· Government has two options 
· Monetary policy- central Bank (Bank of Canada)
-Change interest rates 
-Change amount of money in system (i.e. , printing more money)

· Fiscal policy:
 
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 money supply to try to decrease the cots of borrowing 

- Lower interest rates encourage new investments and increase 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
· Fiscal policy: a plan of government spending and taxation decisions designed to control inflation, reduce unemployment, improve the general welfare of citizens, and encourage economic growth 
Why nation Trends 
· Boosts economic growth 
· Expands markets 
· More efficient production 
· Less reliance on the economies of home nations 

Exports: Domestically produced goods and services sold in other countries 

Import: Foreign goods and services purchased by domestic customers. 

It makes people happier and makes people healthier. 

Factors of production 

Decisions to operate abroad depend upon availability, price, and quality of: 
· Labour
· Natural resources 
· Capital 
· Entrepreneurship 

Measuring trade between nations 
- Balance of trade: the difference between nations exports and imports 
· Trade is included in balance and payment

Exchange rates 
· Currency rates are influenced by: 
· Domestic economic and political conditions 
· Central bank intervention 
· Balance- of- payments position 
· Speculation over future currency values 


1. Values fluctuate, or “float”, depending on supply and demand.
2. National government’s can deliberately influence exchange rates. 
3. Business transactions are usually conducted in the currency of the region where they happen. 
4. Interest rates can quickly go down. 

Absolute and corporative advantage 

Barrier to trade 

Types of Trade Restrictions
· Tariffs 
· Nontariff barriers: also called administrative trade barriers 
Quota:
Dumping: when you sell a product under the actual cost because you are trying to get rid of it.
Embargo:
Exchange control: 

Reducing Barriers to Trade:  
-The world is moving more towards free trade

Dalios Video he makes 3Billion he is in fact the inventor of taking advantage of macro economics as well as his firm has never had a loss.



























Microeconomics 

Microeconomics studies the behavior of individual households and firms in making 

Examples
· What product to purchase? 
· What price to pay? 
· Should I start a business industry?


1. Factors driving demand 

-Demand Curve shifts 

2. Factors driving supply 
· Factors of production play a central role in overall supply of goods and services 
· A change in the cost or availability of any of these inputs can shift the entire supply curve. 

Competitiveness in the industry 

Types of competition 
	
	Pure competition
	Monopolistic competition
	Oligopoly
	Monopoly

	Number of competitors 
	Many
	Few to many
	Few
	No direct competition

	Ease of entry into industry by competing firms
	Many
	Somewhat difficult
	Difficult
	Regulated by government

	Similarity of goods or services offered by competing firms
	Similar
	Different
	Similar or different
	No directly competing products 

	Control over priced by individual firms
	None 
	Some
	Some
	Considerable is a pure monopoly; little in a regulated monopoly

	Examples

	Small-scale farmer in Ontario

	
Local fitness center
	Telecommunications companies like Bell and Rogers 

	
Rowling sporting goods exclusive supplier
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