Chapter 1

Taking Risks and Making Profits Within the Dynamic Business Environment

The importance of Entrepreneurs and the Creation of Wealth
· Land- Land and other natural resources are used to make homes, cars, and other products.
· Labour- People have always been an important resource in producing goods and services, but many people are now being replaced by technology.
· Capital Goods- Machines, tools, buildings, etc.
· Entrepreneurship- All the resources in the world have little value unless entrepreneurs are willing to take the risk of starting businesses to use those resources.
· Knowledge- Information technology has revolutionized business, making it possible to quickly determine wants and needs and to respond with desired goods and services.

The Business Environment (Fig. 1.3)
· Legal Environment- Restrictions that provincial and federal laws place on businesses with respect to the conduct of their activities. Governments encourage businesses through lower taxation and regulations affecting contracts, corruption, and illegal activates both domestically and internationally. 
· Economic environment- Income, expenditures, and resources that affect the cost of running business. Economic indicators are: Consumer spending, employment levels, productivity, consumer price index (CPI), and gross domestic product (GDP). 
Currency fluctuations affect imports and exports:
A lower Canadian dollar relative to the US dollar makes our exports cheaper. When the Canadian dollar is high relative to the US dollar, our exports become more expensive.
· Technological Environment- Inventions or innovations. 
· Productivity: The amount of output you generate given the amount of input.
· Social Environment-  Can be assessed through Porters 5 forces: Bargaining power of customers, threat of new entrants, bargaining power of suppliers, threat of substitute products, competitive rivalry within an industry.
· Competitive environment- Demography: Statistical study of the human population with regards to it’s size, density, and other characteristics such as age, race, and gender.
Population shifts are dictating how people live, where they live, what they buy, and how they spend their time.

The Global Environment
· Important to all other environmental influences due to:
· Increase growth of international competition.
· Increased free trade and trade agreements
· Development of efficient distribution systems.
· Communication advances such as the internet.

· Goods are tangible products such as computers, cars, food, etc. 
· Services are intangible products such as health care, insurance, education, etc.
· Standard of living refers to the amount of goods and services people can buy with the money they have.
· Quality of life refers to the general well-being of a society in terms of its political freedom, natural environment, education, health care, safety, amount of leisure, and rewards that add to the satisfaction and joy that other goods and services provide.

A Business and its Stakeholders
· Offshoring: Sourcing part of the purchased inputs outside of the company.
· Outsourcing: Contracting with other companies to do some or all of the functions of a firm, such as production or accounting.

Components of Competition
· Entry: Additional producers increase industry capacity tend to lower prices.
· Power of Buyers and Suppliers: Contracting with other companies to do some or all of the functions of a firm, such as production or accounting.
· Existing Competitors and Substitutes: Contracting with other companies to do some or all of the functions of a firm, such as production or accounting.

Appendix A

Using Technology to Manage Information

The Role of Information Technology
· In the 1970’s, business technology was known as data processing.
· The primary purpose of data processing was to improve the flow of financial information.
· In the 1980’s, business technology became known as information systems when it moved out of the back room and into the centre of business.
· Information Technology (IT): Technology that helps companies change business by allowing them to use new methods.
· Business Intelligence (BI): BI refers to a variety of software applications that analyze an organizations raw data and take useful insights from it.


Types of Information
· Business Process Information: Includes all transaction data gathered at the point of sale as well as information gained through operations like enterprise resource planning, supply chain management.
· Physical-World Observations: Result from the use of the radio frequency identification (RFID) devices, miniature cameras, wireless access, global positioning systems (GPSs), and sensor technology- all of which have to do with where people or items are located and what they are doing. Computer chips cost pennies apiece and can be found in a wide range of products including credit cards, printer ink cartridges, baseballs, tire valves, running shoes, and vacuum cleaners.
· Biological Data: Forms of identification include improved fingerprinting technology and biometric devices that scan retinas, recognize faces and voices, and analyze DNA data. Although such information usually serves security purposes, it may customize products and services in the future.
· Public Data: Free and accessible, public data includes electronic traces that people leave when posting to the Internet, sending e-mail, and using IM. More and more, public data are being stores, shared, or sold.
· Data that Indicate Personal Preferences or Intentions: Internet shoppers leave a trail of information that can reveal personal likes and dislikes.
· The usefulness of management information depends on four characteristics:
· Quality
· Completeness
· Timeliness
· Relevance
· Data Warehouse: Stores data on a single subject over a specific period of time.
· Data Mining: Looking for hidden patterns in a data warehouse. Data mining software discovers previously unknown relationships among data.
The Road to Knowledge: The Internet
· Intranet: A companywide network, closed to public access, that uses Internet-type technology.
· Extranet: A semi-private network that uses Internet technology and allows more than one company to access the same information or allows people on different servers to collaborate.
· Virtual Private Network (VPN): A private data network that creates secure connections, or “tunnels”, over regular lines.
· Broadband Technology: Technology that offers users a continuous connection to the Internet and allows users to send and receive mammoth files that include voice, video, and data much faster than ever before.
· Internet2: The new Internet system that links government supercomputer centres and a select group of universities; it runs more than 22,000 times faster than today’s public infrastructure and supports heavy-duty applications.
· Web2.0: The set of tools that allow people to build social and business connections, share information, and collaborate on projects online (including blogs, wikis, social networking sites and other online communities, and virtual worlds).
· Network Computing System (Client/Server Computing): Computer systems that allow personal computers (clients) to obtain needed information from huge databases on a central computer (the server).
· Virtualization: A process that allows networked computers to run multiple operating systems and programs through one central computer at the same time.
· Cloud Computing: A form of virtualization in which a company’s data and applications are stored at offsite data centres that are accessed over the Internet (the cloud).
Software
· Shareware: Software that is copyrighted but distributed to potential customers free of charge.
· Public Domain Software (Freeware): Software that is free for the taking.


Effects of Information Technology on Management
· Telecommuting (Telework): Using computers linked to the company’s network, mobile employees can transmit their work to the office from anywhere.
· Phishing: E-mails embellishing with a stolen logo for a well-known enterprise (often from financial institutions) that make the messages look authentic, but which are used to collect personal data and use it to commit fraud.
· Cookies: Pieces of information, such as registration data or user preferences, sent by a website over the Internet to a Web browser that the browser software is expected to save and send back to the server whenever the user returns to that website.


Chapter 3

Competing in Global Markets

The Dynamic Global Market
· Over 7 billion potential customers in the 195 independent countries that make up the global market.
· Exporting: Selling products to another country.
· Importing: Buying products from another country.
· No country can produce all of the products that its people want and need.
· Global trade enables a nation to produce what it is most capable of producing and to buy what it needs from others in mutually beneficial exchange relationship. This happens through the process of free trade.
· Free Trade: The movement of goods and services among nations without political or economic barriers. It is often a hotly debated concept.
· Comparative Advantage Theory: States that a country should sell to other countries those products that it produces most effectively and efficiently, and buy from other countries those products that it cannot produce ass efficiently.
· Absolute Advantage: A country has an absolute advantage if it has a monopoly on producing a specific product or is able to produce it more efficiently than all other countries.



Getting Involved in Global Trade
· The Canada Border Services Agency deals with importers across the whole range of goods and services that enter our country.
· You can sell just about any good or service that is used in Canada to other countries- and often that competition is not nearly as intense for producers in global markets as it is at home.
· Trade with other countries enhances the quality of life for Canadians and contributes to our country’s economic wellbeing. Exports alone account for 1 in 3 Canadian jobs.
· Balance of Trade: A nation’s ratio of exports to imports.
· Trade Surplus: A favourable balance of trade; occurs when the value of a country’s exports exceeds that of its imports.
· Trade Deficit: An unfavourable balance of trade; occurs when the value of a country’s imports exceeds that of its exports.
· Balance of Payments: The difference between money coming into a country (from exports) and money leaving the country (for imports) plus money flows from other factors such as tourism, foreign aid, military expenditures, and foreign investment.


Strategies for Reaching Global Markets
· Key strategies include:
· Licensing: A global strategy in which a firm (the licensor) allows a foreign company (the licensee) to produce its product in exchange for a fee (a royalty).
· Exporting: Canadian companies export goods and services. Often the first export sales occur as a result of unsolicited orders received. Regardless of how a company starts exporting, it must develop some goals and some strategies for achieving those goals.
· Franchising: A contractual agreement whereby someone with a good idea for a business sells the rights to use the business name and sell a product or service in a given territory in a specified manner.
· Contract Manufacturing: Involves a foreign company’s production of private-label goods to which a domestic company then attaches its own brand name or trademark.
· Creating International Joint Ventures: A partnership in which two or more major companies (often from different countries) join to undertake a major project. A major drawback of this is that one partner can learn the others technology and practices, and then use what it learned to its own advantage.
· Strategic Alliances: A long-term partnership between two or more companies established to help each company build competitive market advantages.
· Engaging in Foreign Direct Investment: Buying a permanent property and business in foreign nations.
· Foreign Subsidy: A company owned in a foreign country by another company (called the parent company).
· Multinational Corporation: One that manufactures and markets products in many different countries and has multinational stock ownership and management.


Forces Affecting Trading in Global Markets
· Culture: Refers to the set of values beliefs, rules, and institutions held by a specific group of people.
· Ethnocentricity: An attitude that one’s own culture is superior to all others.
· Exchange Rate: The value of one nation’s currency relative to the currencies of other countries.
· Devaluation: Lowering the value of a nation’s currency relative to other currencies.
· Countertrading: A complex form of bartering in which several countries may be involved, each trading goods for goods or services for services.
· In global markets, no central system of law exists, so different systems of laws may apply.
· Technological constraints may make it difficult given the nature of exportable products.
· Dumping: Selling products in a foreign country at lower prices than those charged in the producing country.
· Tariff: A tax imposed on imports.
· Import Quota: A limit on the number of products in certain categories that a nation can import.
· Embargo: A complete ban on the import or export of a certain product or the stopping of all trade with a particular country.
· General Agreement on Tariffs and Trade (GATT): A 1948 agreement that established an international forum for negotiating mutual reductions in trade restrictions.
· World Trade Organization (WTO): The international organization that replaced the General Agreement on Tariffs and Trade, and was assigned the duty to mediate trade disputed among nations.
· International Monetary Fund (IMF): An international bank that makes short-term loans to countries experiencing problems with their balance of trade.
· World Bank: An autonomous United Nations agency that borrows money from the more prosperous countries and lends it to less-developed countries to develop their infrastructure.
· Producers’ Cartels: Organizations of commodity-producing countries that are formed to stabilize or increase prices to optimize overall profits in the long run.
· Common Market: A regional group of countries that have a common external tariff, no internal tariffs, and a coordination of laws to facilitate exchange; also called trading bloc.
· North American Free Trade Agreement (NAFTA): Agreement that created a free-trade area among Canada, the United States, and Mexico.
· European Union (EU): A group of 27 member nations, located primarily in Europe, with a population of over 502 million citizens and a GDP of almost $18.0 trillion.


Chapter 4

The Role of Government in Business

Government Involvement in the Economy
· Government activities tat affect business can be divided into six categories:
· Crown Corporations: Companies that are owned by the federal or provincial governments. There are hundreds of such companies, and they plan an important role in the economy. They sometimes compete with for-profit businesses.
· Laws and Regulations: These cover a wide range, from taxation and consumer protection to environmental controls, working conditions, and labour-management relations. 
· Taxation and Financial Policies: All levels of government collect taxes- income taxes, the GST or HST, provincial sales taxes, and property taxes. Taxation is also fine-tuned by government to achieve certain goals or to give effect to certain policies. This is called fiscal policy.
· Government Expenditures: Governments pay out billions of dollars to Canadians. When these recipients spend this money, businesses benefit. All levels of government provide a host of direct and indirect aid packages as incentives to achieve certain gaols, these packages consist of tax reductions, grants, loans, and loan guarantees.
· Purchasing Policies: Governments are very large purchasers of ordinary supplies, services, and materials to operate the country. Because the federal government is the single largest purchaser in Canada, its policies regarding where to purchase have a major effect on particular businesses and the economy.
· Services: These include a vast array of direct and indirect activities, among them helping companies go international, companies to Canada, and training and retraining the workforce. 

The Role for Government
· Since the 1990’s, federal and provincial governments have embarked upon a series of measures designed to reduce the role of government in the economy. For example, former large corporations such as Teleglobe Canada, Air Canada, and CNR were sold.
· Privatization: The process of selling publicly-owned corporations.
· Deregulation: When the government withdraws certain laws and regulations that seem to hinder competition. 

Federal Government Responsibilities
· Some of the federal governments responsibilities include:
· Aeronautics
· Shipping
· Railways
· Telecommunications
· Atomic Energy
· Trade Regulations (interprovincial and international)
· Incorporation of Federal Companies
· Taxation (both direct and indirect)
· The Banking an Monetary System
· Hospital Insurance and Medicare
· The Public Debt and Property
· National Defence
· Unemployment
· Immigration
· Criminal Law 
· Fisheries
· The Competition Act: Aims to ensure that mergers of large corporations will not restrict competition and that fair competition exists among businesses.

· Marketing Boards: Marketing Boards control the supply or pricing of certain agricultural products. Consequently, they often control trade.

Provincial Government Responsibilities
· Provincial government responsibilities include the following areas:
· Regulation of Provincial Trade and Commerce
· Natural Resources Within Their Boundaries
· Incorporation of Provincial Companies
· Direct Taxation for Provincial Purposes
· Licensing for Revenue Purposes
· The Administration of Justice
· Health and Social Services
· Municipal Affairs
· Property Law
· Labour Law
· Education
· One trend we are seeing today is the merging of public and private philosophies in public-private partnerships (P3s or PPPs). P3s represent a method of privatizing public services or public infrastructure.

Municipal Government Responsibilities
· Municipalities provide services such as:
· Water Supply
· Sewage
· Garbage Disposal
· Roads
· Sidewalks
· Street Lighting
· Building Codes
· Parks
· Playgrounds
· Libraries
· Municipalities also play a role in consumer protections. For example, they have laws and regulations regarding any establishment that serves food.
· Zoning requirements also limit the height and distance in between buildings.
· All businesses must maintain a municipal licence in order to operate.

Stabilizing the Economy Through Fiscal Policy
· Fiscal Policy: The federal government effort to keep the economy stable by increasing or decreasing taxes or government spending.
· Deficit: When the government spends over and above the amount it gathers in taxes over a specific period of time (namely, a fiscal year).
· The National Debt (Federal Debt): The accumulation of government surpluses and deficits over time.
· Surplus: An excess of revenues over expenditures. Reductions in national debt have been the result of surpluses.
· Federal Budget: A blueprint for how the government wants to set the country’s annual economic agenda, which is released by the federal finance minister. It is a comprehensive report that reveals government financial policies and priorities for the coming year. The political document shows how much revenue the government expects to collect, any changes in income and other taxes, and whether a deficit or surplus is expected. 

Using Monetary Policy to Keep the Economy Growing
· Monetary Policy: The management of the money supply and interest rates. It is controlled by the Bank of Canada.
· When the economy is booming, the Bank of Canada will rise the interest rates in an attempt to control inflation. This makes money more expensive to borrow, which results in businesses borrowing less. When the economy is slow, the Bank of Canada will lower interest rates. This results in businesses borrowing more, which helps improve the economy.
· Subprime Mortgages: Loans targeted at people who do not qualify for regular mortgages because their credit records are not good enough or because they do not have a credit history.

Government Expenditures
· Governments in Canada help disburse tens of billions of dollars annually in old-age pensions, allowances to low-income families or individuals, employment insurance, welfare, workers’ compensation, and various other payments to individuals.
· Financial Aid: All levels of government offer a variety of direct assistance programs to businesses, including grants, loans, loan guarantees, consulting advice, information, and other aids that are designed to achieve certain purposes. For example, the Newfoundland government created a program worth up to $18 million to help crab workers affected by the late start of the fishery; the program focused on employment projects to help the approximately 8,500 workers.
· Equalization Program:
· Transfer Payments: Direct payments from governments to other governments or to individuals. Federal transfer payments provide social security and income support.
· Equalization: The federal government’s transfers program for reducing fiscal disparities among provinces.

Purchasing Policies
· Most governments are very large purchasers and consumers for goods and services; indeed, in Canada hey are the largest buyers. The federal and provincial governments use this enormous purchasing power to favour Canadian companies.

Services
· The federal government has departments that provide services to business consumers. Two of these important departments are Industry Canada, and Foreign Affairs and International Trade Canada.
· Industry Canada: Industry Canada publishes brochures, booklets, and guides informing business people of the help available and how to get it. Industry Canada also participates in the production of publications to promote Canadian businesses internationally.
· The National Research Council (NRC) is a federal agency that began in 1916. It reports to parliament through Industry Canada.
· Foreign Affairs and International Trade Canada: Large and elaborate system to assist companies in their exporting and foreign-investment activities. 

Industrial Policy
· A comprehensive, coordinated government plan to guide and revitalize the economy. An industrial policy requires close consultation with business and labour to develop a comprehensive program for long-term sustainable industrial development.
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Ethics and Social Responsibility

Ethics is More Than Legality
· Some examples of Canadian companies that have been caught in scandals include Livent, CIBC World Markets, Nortel, and WestJet.
· It is not just for-profit business people that are accused of unethical behaviour. Government employees have also been implicated.
· Ethics: Standards of moral behaviour; that is, behaviour that is accepted by society as right versus wrong.
· Basic moral values: 
· Integrity
· Respect for human life
· Self-control
· Honesty
· Courage
· Self-sacrifice
· Cowardice and cruelty are wrong
· Golden Rule: Do unto others as you would have them do unto you.
· Sometimes the obvious solution from an ethical point of view has drawbacks from a personal or professional point of view.
· It is helpful to ask yourself the following questions when facing an ethical dilemma:
· Is it legal?
· Is it balanced?
· How will it make me feel about myself?


Managing Businesses Ethically and Responsibly
· The majority of CEOs surveyed recently attributed unethical employee conduct to the failure of the organizations leadership in establishing ethical standards and culture.
· Some managers think that ethics is a personal matter- either individuals have ethical principles or they don’t. These managers feel that they are not responsible for an individual’s misdeeds and that ethics has nothing to do with management.
· Compliance-Based Ethics Codes: Emphasize preventing unlawful behaviours by increasing control and by penalizing wrongdoers. Whereas compliance-based ethics codes are based on avoiding legal punishment.
· Integrity-Based Ethics Codes: Define that organization’s guiding values, create an environment that supports ethically sound behaviour, and stress shared accountability among employees.
· The following six-step process can help improve business ethics:
· Top management must adopt and unconditionally support an explicit corporate code of conduct.
· Employees must understand that expectations for ethical behaviour begin at the top and that senior management expects all employees to act accordingly.
· Managers and others must be trained to consider the ethical implications of all business decisions.
· An ethics office must be set up. Phone lines to the office should be established so that employees who don’t necessarily want to be seen with an ethics officer can inquire about ethical matters anonymously. Whistleblowers (people who report illegal or unethical behaviour) must feel protected from retaliation as oftentimes this exposure can lead to great career and personal cost.
· Outsiders such as suppliers, subcontractors, distributors, and customers must be told about the ethics program. Pressure to put aside ethical considerations often comes from the outside, and it helps employees to resist such pressure when everyone knows what the ethical standards are.
· The ethics code must be enforced. It is important to back any ethics program with timely action if any rules are broken. This is the best way to communicate to all employees that the code is serious.
· The Federal Accountability Act (FAA) applies to approximately 400,000 government employees. It lists a wide range of measures to help make the Canadian federal government more accountable and to increase transparency and oversight in government operations.


Corporate Social Responsibility
· Corporate Social Responsibility (CSR): The concern businesses have for the welfare of society, not just for their owners. CSR goes well beyond merely being ethical.
· The social performance of a company has several dimensions:
· Corporate Philanthropy: Dimensions of social responsibility that includes charitable donations.
· Corporate Social Initiatives: Dimensions of social responsibility that includes enhanced forms of corporate philanthropy that are more directly related to the company’s competencies.
· Corporate Responsibility: Dimensions of social responsibility that includes everything from hiring minority workers to making safe products.
· Corporate Policy: Dimension of social responsibility that refers to the position a firm takes on social and political issues.
· There are two different views of corporate responsibility to stakeholders:
· The Strategic Approach: Requires that managements primary orientation be toward the economic interests of shareholders. The rationale is this: as owners, shareholders have the right to expect management to work in their best interests; that is, to optimize profits. Furthermore, Adam Smith’s notion of the invisible hand suggests that the maximum social gain is realized when managers attend only to their shareholders.
Friedman and others argue that since (in their view) only people can have social responsibilities, corporations are responsible to their shareholders and not to society as a whole. Although they accept that corporations should obey the laws of the countries within which they work, they assert that corporations have no other obligation to society. Often, the interests of other stakeholders are considered only when they would adversely affect profits, if ignored.
· The Pluralist Approach: This approach recognizes the special responsibility of management to optimize profits, but not at the expense of employees, suppliers, and members of the community. This approach recognizes the moral responsibilities of management that apply to all human beings. Managers don’t have moral immunity when making managerial decisions. This view says that corporations can maintain their economic viability only when they fulfill their moral responsibilities to society as a whole. When shareholders’ interests compete with those of the community, as they often do, managers must decide, using ethical and moral principles.
· Consumers have four basic rights:
· The right to safety.
· The right to be informed.
· The right to choose.
· The right to be heard.
· Insider Trading: Uses private company information to further insiders’ own fortunes, or those of their family and friends.
· Social Audit: A systematic evaluation of an organization’s progress toward implementing programs that are socially responsible and responsive.
· Triple-Bottom Line (“TBL”, “3BL”, or “People, Planet, Profit”): A framework for measuring and reporting corporate performance against economic, social, and environmental parameters. 
· Sustainable Development: Implementing a process that integrates environmental, economic, and social considerations into decision making.
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Starting a Small Business

Sole Proprietorship: A business that is owned, and usually managed by one person.
· Advantages of Sole Proprietorship:
· Ease of Starting and Ending the Business- All you have to do to start a sole proprietorship is to buy or lease the needed equipment and put up some announcements saying you are in business. It is just as easy to get out of business; you simply stop.
· Being Your Own Boss- Working for other simply does not have the same excitement as working for yourself. You can start things quickly and have responsibility for all of the key aspects of realizing your vision.
· Pride of Ownership- People who own and manage their own businesses are rightfully proud of their work. They deserve all the credit for taking risks and providing needed products.
· Retention of Company Profit- You earn as much as possible, and don’t have to share it with anyone else.
· No Special Taxes- All profits of a sole proprietorship are taxed as the personal income of the owner, and the owner pays the normal personal income tax rate on that money. They can also claim any business losses against other earned income. These losses would decrease he personal taxes they would need to pay.
· Less Regulation- While proprietorships are regulated by the provincial/territorial governments, and the proprietorships may have to be registered, overall they are less regulated than corporations. Also, the administration of a proprietorship is less costly than that of a corporation.
· Disadvantages of Sole Proprietorship:
· Unlimited Liability- The risk of personal losses. When you work for others, it’s their problem if the business is not profitable. When you own your own business, you and the business are considered one. Any debts or damages incurred by the business are your debts and you must pay them, even if it means selling your home, your car, or whatever else you own.
· Limited Financial Resources- Funds available to the business are limited to the funds that the one (sole) owner can gather.
· Management Difficulties- Sole proprietorships often find it difficult to attract good, qualified employees to help run the business because they cannot compete with the salary and benefits offered by larger companies.
· Overwhelming Time Commitment- The owner will spend long hours managing the business, training people, etc.
· Few Fringe Benefits- No paid health insurance, no paid disability insurance, no sick leave, and no vacation pay.
· Limited Growth- Expansion is often slow since a sole proprietorship relies on its owner for most of its creativity, business know-how, and funding.
· Limited Lifespan- If the sole proprietorship dies, the business no longer exists, unless it is sold over taken over by the sole proprietorships heirs.
· Possibly Pay Higher Taxes- If the business is profitable, it may be paying higher taxes than if it was incorporated as a Canadian Controlled Private Corporation (CCPC). 
Partnership: A legal form of business with two or more parties.
Liability: Includes the responsibility of a business to pay all normal debts and to pay because of a court order or law.



Partnerships
· General Partnership: All owners share in operation the business and in assuming liability.
· Limited Partnership: Consists of one or more general partners and one or more limited partners.
· Limited Partner: An owner who invests money in the business bur does not have any management responsibility or liability for losses beyond the investment.
· Limited Liability: The responsibility of business’ owners for losses only up to the amount they invest.
· Limited Liability Partnership (LLP): Limits partners’ risk of losing their personal assets.
· Advantages of Partnerships:
· More Financial Resources- When two or more people pool their money and credit, it is easier to pat the rent, utilities, and other bills incurred by a business.
· Shared Management and Pooled/Complementary Skills and Knowledge- Partners give each other free time from the business and provide different skills and perspectives.
· Longer Survival- Being watched by a partner can help a business person become more disciplined.
· Shared Risk- A partnership shares the risk among the owners.
· No Special Taxes- All profits of partnerships are taxed as the personal income tax of the owners, and the owners pay the normal income tax on that money.
· Less Regulation- A partnership is less regulated than a corporation.
· Disadvantages of Partnerships:
· Unlimited Liability- Each general partner is liable for the debts of the firm, no matter who is responsible for causing those debts.
· Division of Profits- Sharing risk means sharing profits, and that can cause conflicts. There is no set system for dividing profits in a partnership, and they are not always divided evenly. 
· Disagreements Among Partners- All terms of the partnership should be spelled out in writing to protect all partied and to minimize misunderstandings.
· Difficulty of Termination- Once you have committed yourself to a partnership, it is not easy to get out of it. Law firms often have faulty partnership agreements (legal documents that specify the rights and responsibilities of each partner) and find that breaking up is hard to do. How do you get rid of a partner you do not like? It is best to decide such questions up front in the partnership agreement.
· Possibly Pay Higher Taxes- If the partnership is very profitable, it may be paying higher taxes than if it was incorporated as a CCPC.

Corporations
· Corporation:  A federally or provincially chartered legal entity with authority to act and have liability separate from it’s owners.
· Public Corporation: Has the right to issue shares to the public, so its shares may be listed on a stock exchange.
· Private Corporations: Is not allowed to issue stock to the public, so it’s shares are not listed on stock exchanges; it is limited to 50 or fewer shareholders.
· Advantages of Corporation:
· Limited Liability- A major advantage of corporations is the limited liability of owners. Remember, limited liability means that the owners of a business are responsible for losses only up to the amount they invest. Many corporations in Canada have the letters Ltd. After their name, which speaks to this limited liability. Other end their names with Inc. or Corp. to indicate their status.
· Ability to Raise More Money for Investment- To raise money, a corporation can sell ownership (stock) to anyone interested. 
· Size- Because they can raise large amounts of money to work with, big corporations can build modern factories or software development facilities with the latest equipment. They can hire experts or specialists in all areas of operation.
· Perpetual Life- Because corporations are separate from those who own them, the death of one or more owners does not terminate the corporation.
· Ease of Ownership Change- it is easy to change the owners of a corporation. All that is necessary is to sell the stock to someone else.
· Ease of Attracting Talented Employees- Corporations can attract skilled employees by offering benefits such as pension plan, dental plan, and stock ownership (the right to purchase shares of the corporation for a fixed price).
· Separation of Ownership from Management- Corporations are able to raise money from many different owners/shareholders without getting them involved in management.
· Disadvantages of Corporations:
· Initial Cost- Incorporation many cost thousands of dollars and involve the services of lawyers and accountants. 
· Extensive Paperwork- The paper work filed to start a corporation is just the beginning. A corporation must keep detailed financial records, the minutes of meetings, and more.
· Double Taxation- Corporate income is taxed twice. First the corporation pays tax on income before it can distribute any, as dividends, to shareholders. Then the shareholders pay tax on the dividends they receive from the corporation.
· Two Tax Returns- An individual who incorporates must file both a corporate tax return and an individual tax return.
· Size-Large corporation sometimes become too inflexible and too tied down in red tape to respond quickly to market changes, and their profitability can suffer.
· Difficulty of Termination- once a corporation has started, it is relatively difficult to end. Legal procedures are costly and more complex than for unincorporated companies.
· Possible Conflict with Shareholders and Board of Directors- Some conflict may brew if the shareholders elect a board of directors who disagree with management. Since the board of directors chooses the company’s officers, entrepreneurs could find themselves forced out of the very company they started (E.g Steve Jobs). 

Corporate Governance
· Corporate Governance: The process and policies that determine how an organization interacts with it’s stakeholders.
· Business Regulations: Businesses must follow provincial and federal laws and regulations.
· Articles of Incorporation: A legal authorization from the federal or provincial/territorial government for a company to use the corporate format.

Corporate Expansion: Mergers and Acquisitions
· Acquisition: One company’s purchase of the property and obligations of another company.
· Merger: Two firms forming one company.
· Vertical Merger: The joining of two companies involved in different stages of related business.
· Horizontal Merger: Joining two firms in the same industry.
· Conglomerate Merger: The joining of two firms in completely unrelated industries.

Benefits of Merging
· Allows regional firms to work together and compete more effectively.
· New company will have more leverage when negotiation with other companies.
· Leverage Buyout (LBO): An attempt by employees, management, or a group of investors to purchase an organization primarily through borrowing.

Franchising
· Franchise Agreement: An arrangement whereby someone with a good idea for a business sells the rights to use the business name and sell its goods ad services in a given territory.
· Franchisor: A company that develops a product concept and sells the rights to make and sell the products.
· Franchise: The right to use a specific business’s name and sell its goods and services in a given territory.
· Franchisee: A person who buys a franchise.
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Entrepreneurship and Starting a Small Business

The Age of the Entrepreneur 
· The approximately 2.7 million people in Canada who are self-employed represent a little over 15 percent of all employed workers in the Canadian economy.
· Entrepreneurship: accepting the challenge of starting and running a business.
· Entrepreneurial ventures differ from small businesses in the following four ways:
· Amount of Wealth Creation.
· Speed of Wealth Creation.
· Risk.
· Innovation.


Why People Take the Entrepreneurial Challenge
· New Idea, Process, or Product: Some entrepreneurs are driven by a firm belief that they can produce a better product, or a current product at a lower cost, than anyone else. 
· Challenge: Many people thrive on overcoming challenges.
· Family Pattern: Some people grow up in an atmosphere in which family members have started their own business. 
· Profit: it is natural for people to benefit monetarily from their ideas and dedication and to be rewarded for the money they risk and their hard work when they run a business. 
· Immigrants: Some immigrants who come to Canada have a lack of education, no job experience, and weak language skills. However, they often have he drive to succeed, and if they can obtain the capital, they can start their own business. 
· Important Entrepreneurial Attributes:
· Self-Directed: Self disciplined and thoroughly comfortable being your own boss.
· Self-Nurturing: Must believe in your idea even when no one else does, and be bale to replenish your own enthusiasm.
· Action-Oriented: Must have a burning desire to realize, actualize, and build your dream into reality.
· Highly Energetic: Must be emotionally, mentally, and physically able to work long and hard.
· Tolerant of Uncertainty: Successful entrepreneurs take only calculated risks (if they can help it). Still, they must be able to take some risks. Remember, entrepreneurship is not for the squeamish or those bent on security. You can’t be afraid to fail. New entrepreneurs must be prepared to run out of time a few times before they succeed. “We didn’t lose any games this season, we just ran out of time twice”- Vince Lombardi.
· Able to Learn Quickly: Making errors is inevitable, what is important is what you learn from them. Good entrepreneurs are quick to learn such lessons. They adapt and change direction as required instead of letting pride stand in the way of admitting a mistake.
· You may have a business idea that is a good opportunity if:
· It fills customers’ needs.
· You have the skills and resources to start a business.
· You can sell the product or service at a price customers are willing and able to pay- and still make a profit.
· You can get your product or service to customers before your window of opportunity closes (before competitors with similar solutions beat you to the marketplace).
· You can keep the business going.
· A major phenomenon since the late 1970s is the large number of women who have gone into business for themselves. 
· Entrepreneurial Team: A group of experienced people from different areas of business who join together to form a managerial team with the skills needed to develop, make, and market a new product.
· Micro-Enterprises: A small business defined as having fewer than five employees.
· Micropreneurs: Small-business owners with fewer than five employees who are willing to accept the risk of starting and managing the type of business that remains small, lets them do the kind of work they want to do, and offers a balanced lifestyle.
· Reasons for the growth of home-based businesses:
· Balance Work and Family Life.
· Computer Technology.
· Corporate Downsizing.
· Change in Social Attitudes.
· Major challenges in setting up a home-based business:
· Getting New Customers.
· Managing Time.
· Keeping Work and Family Tasks Separate.
· Abiding by City Ordinances.
· Managing Risk.
· Affiliate Marketing: An internet –based marketing strategy in which a business rewards individuals or other businesses (affiliates) for each visitor or customer the affiliate sends to its Web site.
· Intrapreneurs: Creative people who work as entrepreneurs within corporations.


Encouraging Entrepreneurship: What Government Can Do
· Incubators: provide hands-on management assistance, education, information, technical and vital business support services, networking resources, financial advice, as well as advice on where to go to seek financial assistance.


Getting Started in Small Business
· Business Establishment: Must meet at least one o the following minimum criteria: 
· Must have at least one paid employee.
· Must have annual sales revenue of at least $30,000.
· Must be incorporated and have filed a federal corporate income tax return at least once in the previous three years.
· Employer Business: Meets one of the business establishment criteria and usually maintains a payroll of at least one person, possibly the owner.
· Small Business: Often defined as a business that is independently owned and operated, it is not dominant in its field, and meets certain standards of size in terms of employees or annual revenues.
· Small and Medium-Sized Enterprises (SMEs): All businesses with fewer than 500 employees.

Learn About Small-Business Operations
· Several ways to get into your first business venture are:
· Learn from others.
· Get some experience.
· Buy an existing business.
· Buy a franchise.
· Inherit/take over a family business.

Managing a Small Business
· The five functions of business in a small-business setting:
· Planning your business.
· Financing your business.
· Knowing your customers (marketing).
· Managing your employees (human resource development).
· Keeping records (accounting).
· All of the functions are important in both start-up and management phases of the business, however the first two functions are the primary concerns when you start your business.
· Business Plan: A detailed written statement describes the nature of the business, the target market, the advantages the business will have in relation to competition, and the resources and qualifications of the owner(s). A business plan forces potential owners of small businesses to be quite specific about the goods or services they intend to offer. They must analyze the competition, calculate how much money they need to start, and cover other details of operation. A business plan is also mandatory for talking with bankers or other investors.
· Venture Capitalists (VCs): Investors that may finance your project for a large price. VCs may ask for a hefty stake (as much as 60 percent) in your company in exchange for the cash to start your business. This could result in you losing control of your business.
· Angel Investors: Private individuals who invest their own money in potentially hot new companies before they go public.
· Market: Consists of people with unsatisfied needs who have both the resources and the willingness to buy.
· One of the greatest advantages that small businesses have over larger ones is the ability to know their customers better and adapt quickly to their ever-changing needs.
· An inexpensive marketing research study may help you determine where to locate, whom to select as your target market, and what would be an effective strategy for reaching those people. Thus, a marketing consultant with small-business experience can be of great help to you, especially one who has had experience with the Internet and social media.
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Management and Leadership

Managers’ Roles Are Evolving
· Resources: General term that incorporates human resources, natural resources, and financial resources.

Functions of Management
· Management: The process used to accomplish organizational goals through planning, organizing, leading, and controlling people and other organizational resources.
· Planning: Includes anticipating trends and determining the best strategies and tactics to achieve organizational goals and objectives, for example, pleasing customers.
· Organizing: Includes designing the structure of the organization and creating conditions and systems in which everyone and everything work together to achieve the organization’s goals and objectives.
· Leading: Creating a vision for the organization and guiding, training, coaching, and motivating others to work effectively to achieve the organization’s goals and objectives.
· Controlling: A management function that involves establishing clear standards to determine whether or not an organization is progressing toward its goals and objectives, rewarding people for doing a good job, and taking corrective action if they are not.

Planning: Creating a Vision Based On Values
· Vision: More than a goal; it is an encompassing explanation of why the organization exists and where it is trying to head.
· Values: A set of fundamental beliefs that guide a business in the decisions they make.
· Mission Statement: An outline of the organization’s fundamental purposes. A meaningful mission statement should address:
· The organization’s self-concept.
· Company philosophy and goals.
· Long-term survival.
· Customer needs.
· Social responsibility.
· The nature of the company’s product or service.
· Goals: The broad, long-term accomplishments an organization wishes to attain.
· Objectives: Are specific, short-term statements detailing how to achieve the organization’s goals.
· SWOT Analysis: An analysis of an organizations Strengths, Weaknesses, Opportunities, and Threats—How can strengths be used and capitalized on, how can weaknesses be improved, how can opportunities be exploited, and how can threats be mitigated.
· Strategic Planning: The process of determining the major goals of the organization and the policies and strategies for obtaining and using resources to achieve goals.
· Tactical Planning: The process of developing detailed, short-term statements about what is to be done, who is to do it, and how it is to be done.
· Operational Planning: The process of setting work standards and schedules necessary to implement the company’s tactical objectives.
· Contingency Planning: The process of preparing alternative courses of action that may be used if the primary plans do not achieve the organization’s objectives. 
· Crisis Planning: Involves reacting to sudden changes in the environment.


Decision Making: Finding the Best Alternative
· Decision Making: Choosing among two or more alternatives. The steps for decision making can be thought of as the seven Ds of decision:
· Define the situation.
· Describe and collect needed information.
· Develop agreement among those involved.
· Decide which alternative is best.
· Do what is indicated (begin implementation).
· Determine whether the decision was a good one and follow up. 
· Problem Solving: The process of solving the everyday problems that occur. It is less formal than the decision-making process and usually calls for quicker action.
· Brainstorming: Coming up with as many solutions as possible in a short period pf time with no censoring of ideas.
· PMI: Listing all the pluses for a solution in one column, all the minuses in another, and all the interesting in a third column.


Organizing: Creating a Unified System
· Organization: A visual device that show relationships among people and divides the organization’s work; it shows who is accountable for the completion of specific work and who reports to whom.
· Top Management: Highest level of management, consists of the president and other key company executives who develop strategic plans.
· CEO: Often the president of the firm and is responsible for all top-level decisions in the firm.
· Middle Management: Level of management that includes general managers, division managers, and branch and plant managers, who are responsible for tactical planning and controlling.
· Supervisory Management: Managers who are directly responsible for supervising workers and evaluating their daily performance.
· Technical Skills: Skills that involve the ability to perform tasks in a specific discipline or department.
· Human Relation Skills: Skills that involve communication and motivation; they enable managers to work through and with people.
· Conceptual Skills: Skills that involve the ability to picture the organization as a whole and the relationships among its various parts.


Leading: Providing Continuous Vision and Values
· Leaders must:
· Communicate a vision and rally others around that vision.
· Establish corporate values.
· Promote corporate ethics.
· Embrace transformational change.
· Stress accountability and responsibility.
· Transparency: The presentation of a company’s facts and figures in a way that is clear, accessible, and apparent to all stakeholders.
· Autocratic Leadership: Leadership style that involves making managerial decisions without consulting others.
· Participative (democratic) Leadership: Leadership style that consists of managers and employees working together to make decisions.
· Free-Rein (laissez-faire) Leadership: Leadership style that involves managers setting objectives and employees being relatively free to do whatever it takes to accomplish those objectives.
· Transformational Leadership: Occurs when visionary leaders can influence others to follow them in working to achieve a desired outcome or goal. This leadership style works best in situations where dramatic organizational change is required.
· Transactional Leadership: Associated with employees who are motivated by a system of reward. Here the leader is given power to assign tasks and their successful completion leads to rewards and reinforcement.
· Knowledge Management: Finding the right information, keeping the information in a readily accessible place, and making the information known to everyone in the firm.


Controlling: Making Sure It Works
· Controlling consists of five steps:
· Establishing clear performance standards. This ties the planning function to the control function. Without clear standards, control is impossible.
· Monitoring and recording actual performance (results).
· Comparing results against plans and standards.
· Communicating results and deviations to the employees involved.
· Taking corrective action when needed and providing positive feedback for work well done.
· External Customers: Dealers, who buy products to sell to others, and ultimate customers (or end users), who buy products for their own personal use.
· Internal Customers: Individuals and units within the firm that receive services from other individuals or units.
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Adapting Organizations to Today’s Markets

Organization from the Bottom Up
· Economies of Scale: The situation in which companies can reduce their production costs if they can purchase raw materials in bulk and develop specialized labour; resulting in the average cost of goods going down as production levels increase.
· Fayol’s Principles of Organization:
· Unity of command.
· Hierarchy of authority.
· Division of labour.
· Subordination of individual interests to the general interest.
· Authority.
· Degree of centralization.
· [bookmark: _GoBack]Clear communication channels.
· Order.
· Equity.
· Esprit de corps.
· Hierarchy: A system in which one person is at the top of the organization and there is a ranked or sequential ordering from the top down of managers who are responsible to that person.
· Chain of Command: The line of authority that moves from the top of a hierarchy to the lowest level.
· Bureaucracy: An organization with many layers of managers who set rules and regulations and oversee all decisions.


Decisions to Make in Structuring Organizations
· Centralized Authority: An organization structure in which decision-making authority is maintained at the top level of management at the company’s headquarters.
· Advantages:
· Greater top-management control.
· More efficiency.
· Simpler distribution system.
· Consistent brand/corporate image.
· Disadvantages:
· Less responsive to customers.
· Less empowerment.
· Interorganizational conflict.
· Lower morale away from headquarters.
· Decentralized Authority: An organization structure in which decision-making authority is delegated to lower-level managers more familiar with local conditions than headquarters management could be.
· Advantages:
· Better adaption to customer wants.
· More empowerment of workers.
· Faster decision making.
· Higher morale.
· Disadvantages:
· Less efficiency.
· Complex distribution system.
· Less top-management control.
· Diverse corporate image.
· Span of Control: The optimum number of subordinates a manager supervises or should supervise. Variables in span of control include the following:
· Capabilities of the manager.
· Capabilities of subordinates.
· Geographical closeness.
· Functional similarity.
· Need for coordination.
· Planning demands.
· Functional complexity.
· Narrow Span of Control:
· Advantages:
· More control by top management.
· More chances for advancement.
· Greater specialization.
· Closer supervision.
· Disadvantages:
· Less empowerment.
· Higher costs.
· Slower decision making.
· Less responsiveness to customers.
· Wide Span of Control:
· Advantages: 
· Reduced costs.
· More responsiveness to customers.
· Faster decision making.
· More empowerment.
· Disadvantages:
· Fewer chances for advancement.
· Overworked managers.
· Loss of control.
· Less specific management expertise.
· Tall Organizational Structure: An organization structure in which the pyramidal organization chart would be quite tall because of the various levels of management.
· Flat Organization Structure: An organization structure that has few layers of management and a broad span of control.
· Departmentalization: Dividing an organization into separate units.


Organizational Models
· Line Organization: An organization that has direct two-way lines of responsibility, authority, and communication running from the top to the bottom of the organization, with all people reporting to only one supervisor. 
· Line-and-Staff Organization:
· Line Personnel: Employees who are part of the chain of command that is responsible for achieving organizational goals.
· Staff Personnel: Employees who advise and assist line personnel in meeting their goals.
· Matrix Organization: An organization in which specialists from different parts of the organization are brought together to work on specific projects but still remain part of a line-and-staff structure.
· Self-Managed Teams: Groups of employees from different departments who work together on a long-term basis.


Managing Interactions Among Firms
· Networking Between Firms: Using communication technology and other means to link organizations and allow them to work together on common objectives.
· Real Time: The present moment or the actual time in which something takes place; data sent over the internet to various organizational partners as they are developed or collected are said to be available in real time.
· Virtual Corporation: A temporary networked organization made up of replaceable firms that join and leave as needed.
· Benchmarking: Comparing an organizations practices, processes, and products against the world’s best.
· Core Competencies: Those functions that an organization can do as well as or better than any other organization in the world.



Adapting to Change
· Digital Natives: Young people today who grew up with technology.
· Restructuring: Redesigning an organization so that it can more effectively and efficiently serve its customers. 
· Inverted Organization: An organization that has contact people at the top and the chief executive officer at the bottom of the organization chart.
· Total Quality Management (TQM): Striving for maximum customer satisfaction by ensuring quality from all departments.
· Continuous Improvement (CI): Constantly improving the way the organization does things so that customer needs can be better satisfied.
· Re-engineering: The fundamental rethinking and radical redesign of organizational processes to achieve dramatic improvements in critical measures of performance.
· Organizational (or corporate) Culture: Widely shared values within an organization that provide coherence and co-operation to achieve common goals.
· Formal Organization: The structure that details lines of responsibility, authority, and position; that is, the structure shown on organization charts.
· Informal Organization: The system of relationships and lines of authority that develops spontaneously as employees meet and form power centres; that is, the human side of the organization that does not appear on any organization chart.
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Producing World-Class Goods and Services

Canada Today
· Canada is one of the largest producers of forest products in the world, with plants in nearly all provinces.
· Other significant industries include: Aluminum mills (in Quebec and British Columbia), automotive-related manufacturing plants (in Ontario and Quebec) and aircraft plants (in Ontario, Quebec, and Manitoba).

Research and Development
· Definition: Work directed toward innovation, introduction, and improvement of products and processes.
· Through the adoption of newer, more advanced technologies and practices, industries can: 
· Increase their production capabilities.
· Improve their productivity.
· Expand their lines of new goods and services.

Canada’s Manufacturing Service Base
· The manufacturing services base
· Employs slightly over 7% of Canada’s working population.
· Is important in employing Canadians.
· Manufacturers perform 75% of private-sector R&D.
· Operations management has become a challenging and vital element of Canadian business.
· To regain a competitive edge, Canadian manufacturers have emphasized the following:
· Focusing on customers
· Maintaining close relationships with suppliers and other companies to satisfy customer needs.
· Practising continuous improvement.
· Focusing on quality.
· Saving costs through site selection.
· Relying on the Internet to unite companies,
· Adopting production techniques such as enterprise resource planning, computer -integrated manufacturing, flexible manufacturing, and lean manufacturing.

From Production to Operations Management
· Production is the creation of goods and services using the factors of production: land, labour, capital, entrepreneurship, and knowledge.
· Production has historically been associated with manufacturing, but the nature of business has changed significantly.

· Production Management has been the term used to describe al of the activates that managers do to help their firms create goods.
· To reflect the importance from manufacturing services, the term production often has been replaced by operations 
· Operations management is a specialized rea in management that converts or transforms resources (including human resources) into goods and services.
· It includes inventory management, quality control, production scheduling, follow-up services, and more.

Operations Management Planning
· Operations management planning involves many of the same issues in both service manufacturing sectors.
· Facility location is the process of selecting a geographic location for a company’s operations.
· A major issue of the recent past has been the shift of manufacturing organizations from one city or province to another in Canada, or other foreign sites.
· Facility Location for Manufacturers:
· Shifts in location sometimes result in pockets of unemployment in some geographic areas and lead to tremendous economic growth in others that benefit from these shifts.
· Even though labour is becoming a smaller percentage of total cost in highly automated industries, availability of low-cost labour or the right kind of skilled labour remains a key reason many producers move their plant to Malaysia, China, India, Mexico, and other countries.
· Time-to-market is another decision-making factor. As manufacturers attempt to compete globally, they need sites that allow products to move quickly, so that they can be delivered to customers fast. Access to highways, rail lines, waterways, and airports is thus critical. Information Technology (IT) is also important to quicken response time, so many firms are seeking countries with the most advanced IT.
· Another way to work closely with suppliers to satisfy your customers’ needs is to locate your production facilities. That cuts the cost of distribution and makes communication easier.


Outsourcing
· Canada is one of the top IT outsourcing destinations in the world, especially for the United States.

Facility Location in the Future
· Companies that no longer need to locate near sources of labour (thanks to IT) will be able to move to areas where lad is less expensive and the quality of life may be nicer.
· One big incentive to locate or relocate in a particular city or province is the tax situation and degree of government support.


Outsourcing 
· Outsourcing goods and services has become a popular practice in North America.
· Canadian companies are also benefiting from countries’ outsourcing.

Canada’s Auto Industry
· The industry has also faced increased competition from international players.
· In recent years, faced with relatively high labour and pension costs, plants have closed, elimination thousands of jobs.

Operations Management in the Service Sector
· In the service industry, operations management is all about creating a good experience for those who use the service.
· Operations management is responsible for locating and providing such amenities to make customers happy. Delighting customers by anticipating their needs has become the quality standard for most service businesses. But knowing customers needs and satisfying them are two different things. That is why operations management is so important: it is the implementation phase of management.

Facility Layout
· The physical arrangement of resources, including people, to most efficiently produced goods and provide services to customers.
· Statistical Quality Control (SQC): The process that some managers use to continually monitor all phases of the production process and assure quality is being built into the product from the beginning.
· Statistical Process Control (SPC): The process of testing statistical samples of product components at each stage of production and plotting the results on a graph.
· Some companies use a quality control approach called the Deming Cycle. Its steps are: Plan, Do, Check, Act. (PDCA)

Materials Requirement Planning (MRP)
· A computer-based operations management system that uses sales forecasts to ensure that needed parts and materials are available at the right time and place.
· Enterprise Resource Planning (ERP): A newer version of MRP that combines the computerized functions of all divisions and subsidiaries of the firm- such as finance, human resources, and other fulfillment- into a single integrated software program that uses a singe database.
Purchasing
· The function that searches for high-quality material resources, finds the best suppliers, and negotiates the best price for quality goods and services.

Just-in-Time Inventory Control (JIT)
· JIT is a concept that is used to cut the costs of holding and storing parts, motors, and other items for later use.
· JIT works best with standard products, demand needs to be high and stable to justify the cost and savings, and suppliers need to be extremely reliable.

Quality Control
· Maintaining quality means consistently producing what the customer wants while reducing errors before and after delivery to the customer. In the past, firms often conducted quality control at the end of the production line. Products were completed and then tested for quality. This resulted in several problems:
· The need to inspect work required extra people and resources,
· If an error was found, someone had to correct the mistake or scrap the product, which of course is costly.
· If the customer found the mistake, he or she might be dissatisfied and might even buy from another firm thereafter.
· Six Sigma Quality, which sets a bench mark of just 3.4 defects per million opportunities, detects potential problems to prevent their occurrence.
· Quality Award: The Canada Awards for Excellence: Excellence Canada is the leading authority in Canada on workplace excellence based on quality systems and healthy workplace criteria. The Canada Awards for Excellence (CAE) are presented annually to private, public, and not-for-profit organizations that have displayed outstanding performance in the areas of quality and healthy workplace.
· ISO 9000 and ISO 14000 Standards (The International Organization for Standardization)
· ISO is a non-governmental organization (established 1947) that promotes the development of world standards to facilitate the international exchange of goods and services. ISO 9000 is the common name given to quality management and assurance standards.
· ISO 14000 is the collection of the best practices for managing an organization’s impact on the environment. As an environmental management system, it does not prescribe a performance level. 

Supply Chain Management
· Logistics: involves those activities that focus on getting the right amount of the right products or services to the right place at the right time at the lowest possible cost.
· Supply Chain Management: The integration and organization of information and logistics activities across firms in a supply chain for the purpose of creating and delivering goods and services that provide values to customers.

Production Process
· Uses basic inputs to produce outputs. Production adds value, or utility, to materials or processes.
· Form Utility: The value producers add to materials in the creation of finished goods and services, such as the transformation of silicon into the computer chips or putting services together to create a vacation package. Form utility can exist at the retail level as well. For example, a butcher can produce a specific cut of beef from a whole cow or a baker can make specific type of cake out of basic ingredients.
· Process Manufacturing: Physically or chemically changes materials.
· The Assembly Process: Puts together components (eggs, toast, and coffee) to make a product (breakfast).
· Continuous Process: Long production runs (lots of eggs) turn out finished over good time.
· Intermittent Process: Short production (one or two eggs) and the producer adjusts machines frequently to make different products (like the oven in a bakery or the toaster in the diner). It usually makes more sense when responding to specific customer orders to use an intermittent process. 






Improving Production Techniques and Cutting Costs
· Flexible Manufacturing: Designing machines to do multiple tasks so that they can produce a variety of products. This leads to improved productivity and may also result in cost saving.
· Lean Manufacturing: The production of goods using less of everything compared to mass production: less human effort, less manufacturing space, less investment in tools, less engineering time to develop a new product. Some characteristics of lean companies are:
· They take half the human effort.
· They have half the defects in the finished product or service.
· They require one-third the engineering effort.
· They use half the floor space for the same output.
· They carry 90% less inventory.
· Mass Customization: To make a unique good or provide a specific service to an individual.
· Computer-Aided Design and Manufacturing
· The first thing computers did was help in the manufacturing in the design of products, in a process called Computer-Aided Design (CAD). Today CAD systems allow designers to work in three dimensions.
· The next step was to bring computers directly in the production process with Computer-Aided Manufacturing (CAM).
· CAD/CAM made it possible to custom-design products to meet the needs of small markets with very little increase in cost.
· Today, software programs unite CAD with CAM: the result is Computer-Integrated Manufacturing (CIM). It is expensive, but cuts as much as 80% of the time needed to program machines to make parts.

Control Procedures: Pert and Gantt Charts

· Program Evaluation and Review Technique (PERT): The steps used in PERT are:
· Analyzing and sequencing tasks that need to be done.
· Estimating the time needed to complete each task.
· Drawing a PERT network illustrating the information from the first two steps.
· Identifying the critical path.
· Critical Path: The sequence of tasks that takes the longest time to complete. A delay anywhere along the path will cause the project or production run to be late.
· Gantt Chart: A bar graph, that clearly shows what projects are being worked on and how much has been complete at any given time.





Chapter 11

Motivating Employees

The Value of Motivation
· Motivation: A person’s internal drive to act.
· Happy workers lead to happy customers, which leads to a successful business. On the opposite side, unhappy workers are likely to leave the company and when this happens, the company usually loses out. The cost associated with losing an employee fluctuates wildly, depending on who you ask: some say it is as low as 25% of the departing person’s salary while others say it is as high as 200%. Turnover costs include many variables:
· Direct costs: Include the time and cost to hire the replacement and costs related to onboarding.
· Indirect costs: Loss of productivity.
· “Soft” costs: Loss of intellectual capital, decreased morale, increased employee stress, and a negative reputation.
· Intrinsic Reward: The personal satisfaction you feel when you perform well and achieve goals. The belief that your work makes a significant contribution to the organization or society is a form of intrinsic reward.
· Extrinsic Reward: Something given to you by someone else as recognition for good work.


Frederick Taylor: The Father of Scientific Management
· Scientific Management: Improving productivity by studying the most efficient ways to do things, determine the one “best way” to perform each task, and then teach people these methods.
· Time-Motion Studies: Studies of the tasks performed to complete a job and the time needed to do each task.
· Principle of Motion Economy: Theory that every job can be broken down into a series of elementary motions.


Elton Mayo and the Hawthorne Studies
· Hawthorne Effect: The tendency for people to behave differently when they know they are being studied.


Motivation and Maslow’s Hierarchy of Needs
· Maslows’s Hierarchy of Needs:
· Physiological Needs
· Safety Needs
· Social Needs
· Esteem Needs
· Self-Actualization Needs


Herzberg’s Motivation Factors
· Herzberg concluded that certain factors, which he called motivators, made employees productive and gave them satisfaction. These factors, as you have seen, mostly related to job content. Herzberg called other elements of the job hygiene factors (or maintenance factors). The absence of hygiene factors causes dissatisfaction, but their presence does not motivate.
· Many surveys conducted to test Herzberg’s theories have supported his finding that the number-one motivator is not money but a sense of achievement and recognition for a job well done.


Jon Enrichment
· Job Enrichment: A motivational strategy that emphasizes motivating the worker through the job itself.
· The five characteristics of work that are important in affecting individual motivational and performance are as follows:
· Skill variety
· Task Identify
· Task Significance
· Autonomy
· Feedback
· Job Enlargement: Extends the work cycle by adding related tasks to the job description.
· Job Rotation: Makes work more interesting and motivating by moving employees from on job to another.


McGregor’s Theory X and Theory Y
· Management theorists Douglas McGregor observed that managers’ attitudes generally fall into one of two entirely different sets of managerial assumptions, which he called Theory X and Theory Y. His research found that assumptions of the manager provided a self-fulfilling prophecy about the behaviour of those he or she managed.
· Theory X: 
· The average person dislikes work and will avoid it if possible.
· Because of this dislike, workers must be forced, controlled, directed, or threatened with punishment to make them put forth the effort to achieve the organization’s goals.
· The average worker prefers to be directed, wishes to avoid responsibility, has relatively little ambition, and wants security.
· Primary motivators are fear and money.
· Theory Y:
· Most people like work; it is as natural as play or rest.
· Most people naturally work toward goals to which they are committed.
· The depth of a person’s commitment to goals depends on the perceived rewards for achieving them.
· Under certain conditions, most people not only accept but also seek responsibility.
· People are capable of using a relatively high degree pf imagination, creativity, and cleverness to solve problems.
· People are motivated by a variety of rewards. Each worker is stimulated by a reward unique to that worker.
· Empowerment: which includes giving employees the ability to make decisions and the tools to implement the decisions they make. For empowerment to be a real motivator, management should follow these three steps:
· Find out what people think the problems in the organization are.
· Let them design the solutions.
· Get out of the way and let them put those solutions into action.


Goal-Setting Theory and Management by Objectives
· Goal-Setting Theory: Setting ambitious but attainable goals can motivate workers and improve performances if the goals are accepted, accompanied by feedback, and if conditions in the organization pave the way for achievement.
· Management by Objectives (MBO): A system of goal setting and implementation that involves a cycle of discussion, review, and evaluation of objectives among top- and middle-level managers, supervisors, and employees. The central idea of MBO is that employees need to motivate themselves.


Meeting Employee Expectations: Expectancy Theory
· Expectancy Theory (Victor Vroom): Employee expectations can affect an individual’s motivation.


Reinforcing Employee Performance: Reinforcement Theory
· Reinforcement Theory: Theory that positive and negative reinforces motivate a person to behave in certain ways.


Treating Employees Fairly: Equity Theory
· Equity Theory: The idea that employees try to maintain equity between inputs and outputs compared to others in similar positions.



Personalizing Motivation
· Canadian demographer David Foot has studied the importance of demographic groups on business. He has categorized groups as follows:
· Baby Boomers (1946-1966)
· Generation X (1961-1966)
· Baby Bust (1967-1979)
· Baby-Boom Echo (1980-1995)
· Millennium Busters (1996-2010)
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Human Resource Management: Finding and keeping the Best Employees

Working with People is Just the Beginning
· Human Resource Management (HRM): The process of determining human resource needs and then recruiting, selecting, developing, motivating, evaluating, compensating, and scheduling employees to achieve organizational goals.


Determining Your Human Resource Needs
· Five steps are involved in the human resource planning process:
· Preparing a human resource inventory of the organization’s employees: This inventory should include ages, names, education, capabilities, training, specialized skills, and other relevant information. Such information reveals whether the labour force is technically up to date and thoroughly trained.
· Preparing a job analysis: A job analysis is a study of what is done by employees who hold various job titles. It is necessary to recruit and train employees with the necessary skills to do the job. The results of job analysis are two written statements: job descriptions and job specifications. A job description specifies the objectives of the job, the type of work to be done, the responsibilities and duties, the working conditions, and the relationship of the job to other functions. Job specifications are a written summary of the minimum qualifications required of workers to do a particular job. In short, job descriptions are statements about the job, whereas job specifications are statements about the person who does the job.
· Assessing future human resource demand: Because technology changes rapidly, effective human resource managers are proactive: that is, they forecast the organization’s requirements and train people ahead of time or ensure trained people are available when needed.
· Assessing future human resource supply: The labour force is constantly shifting: getting older, becoming more technically oriented, an attracting more women.
· Establishing a strategic plan: The plan must address recruiting, selecting, training, developing, appraising, compensating, and scheduling the labour force.


Recruiting Employees from a Diverse Population
· Recruitment: The set of activities used to obtain a sufficient number of the right people at the right time. Recruiting has become very difficult, for several reasons: 
· Some organizations have policies that demand promotions from within, operate under union contracts, or offer low wages, which makes recruiting and keeping employees difficult or subject to outside influence and restrictions.
· There are legal guidelines that surround hiring practices. The Canadian Human Rights Act requires that employers provide equal employment opportunities.
· The emphasis on corporate culture, teamwork, and participative management makes it important to hire people who not only are skilled but also fit in with the culture and leadership style of the organization.
· Sometimes people with the necessary skills are not available; in this case, workers must be hired and then the trained internally.


Selecting Employees Who Will Be Productive
· Selection: The process of gathering information and deciding who should be hired, under legal guidelines, to serve the best interests of the individual and the organization. Selecting and training employees have become extremely expensive process in some firms. Think of what is involved: interview time, medical exams in some instances, training costs, unproductive time spent learning the job, moving expenses, and so on. Calculating the cost-per-hire can get extremely complicated and numbers vary, depending on the source. The Conference Board of Canada calculates that the average cost-per-hire as follows: Executive- $43,000; Management/Professional- $17,000; Technical- $13,000; and clerical/Support- $3,300.
· A typical selection process involves 5 steps:
· Obtaining complete application forms.
· Conducting initial and follow-up interviews.
· Giving employment tests.
· Conducting background investigations.
· Establishing trail (probationary) periods.
· Contingent Worker: Workers who do not have regular, full-time employment. Such workers include part-time workers, temporary workers, seasonal workers, independent contractors, interns, and co-op students.


Training and Developing Employees for Optimum Performance
· Training and Development: Includes all attempts to improve productivity by increasing an employee’s ability to perform.
· Employee Orientation: The activity that initiates new employees to the organization, to fellow employees, to their immediate supervisors, and to the policies, practices, values, and objectives of the firm.
· On-the-Job Training: The most fundamental type of training. The employee being trained on the job immediately begins his or her tasks and learn by doing, or watches others for a while and then imitates them, right at the workplace.
· Apprentice Programs: Involves a period during which a learner works alongside an experienced employee to master the skills and procedures of a craft.
· Off-the-Job Training: Occurs away from the workplace and consists of internal or external programs to develop any of a variety of skills or to foster personal development.
· Online Training: Offers an example of how technology is improving the efficiency of many off-the-job training programs. In such training, employees “attend” classes via the Internet.
· Vestibule Training: Is done in classrooms where employees are taught on equipment similar to that used on the job.
· Job Simulation: The use of equipment that duplicates job conditions and tasks so that trainees can learn skills before attempting them on the job.
· Managers need special training. To be good communicators, they especially need to learn listening skills an empathy. They also need time management, planning, and human relation skills.
· Management Development: The process of training and educating employees to become good managers and then monitoring the progress of their managerial skills over time.
· Most management training programs also include several of the following:
· On-the-job coaching.
· Understudy positions.
· Job rotation.
· Off-the-job courses and training.
· Enabling: The term used to describe giving workers the education and tools they need to make decisions.
· Networking: The process of establishing and maintaining contacts with key managers in one’s own organization and in other organizations and using those contacts to weave strong relationships that serve as informal development systems.
· Mentor: A corporate manager who supervises, coaches, and guides selected lower-level employees by introducing them to the right people and generally being their organizational sponsor.


Appraising Employee Performance to get Optimum Results
· Performance Appraisal: An evaluation in which the performance level of employees is measured against established standards to make decisions about promotions, compensation, additional training, or firing. One way to look at the performance-appraisal process is to consider these six steps:
· Establishing performance standards.
· Communicating standards.
· Evaluating performance.
· Discussing results.
· Taking corrective action.
· Using the result to make decisions.




Compensating Employees: Attracting and Keeping the Best
· Pay Equity: Refers to equal pay for work of equal value. It compares the value of male and female jobs by objectively evaluating the jobs in terms of four neutral factors: skill, effort, responsibility, and working conditions.
· Gender Wage Gap: The difference between wages earned by men and wages earned by women. Women continue to earn between 71% and 75% of men’s earning, with the same level of education.
· Pay Systems:
· Salary
· Hourly Wages or Day work
· Piecework System
· Commission Plans
· Bonus Plans
· Profit-Sharing Plans
· Gain-Sharing Plans
· Cost-of-Living Allowances (COLAs)
· Stock Options
· Measuring and rewarding individual performance on teams, while at the same time rewarding team performance, is tricky- but it can be done.
· Most gain-sharing systems base bonuses on improvements over previous performance. 
· Fringe Benefits: Benefits that provide additional compensation to employees beyond wages.
· Cafeteria-Style Benefits Plans (Flexible Benefits Plan): Employees can choose the benefits they want up to a certain dollar amount, continue to grow in popularity.
· At the cost of administering benefits programs has been accelerated, many companies have chosen to outsource this function.



Scheduling Employees to Meet Organizational and Employee Needs
· Flextime Plan: Gives employees some freedom to choose when to work, as long as they work the requires number of hours.
· Core Time: The period when all employees are expected to be at their job stations.
· Compresses Workweek: An employee works a full number of hours in less than the standard number of days.
· Home-based workers can choose their own hours, interrupt work for child care and other tasks, and take time out for various personal reasons. Working at home is not for everyone, however. It requires discipline to stay focused on the work and not be easily distracted.
· Job Sharing: Lets two or more part-time employees share one full-time job. Benefits of job sharing include:
· Employment opportunities for those who cannot or prefer not to work full time.
· An enthusiastic and productive workforce.
· Reduced absenteeism and tardiness.
· Ability to schedule part-time workers into peak demand periods.
· Retention of experienced employees who might otherwise have left.
Disadvantages include having to hire, train, motivate, and supervise twice as many people and perhaps having to prorate some fringe benefits. But firms are finding that benefits outweigh the disadvantages.


Career Management: Up, Over, and Out
· Turnover Rate: Measures the percentage of employees that leave the firm each year. The most reliable way to use turnover rates is to compare an organization against itself over time as well as to the industry average.


Laws Affecting Human Resource Management
· Employment Equity: Refers to employment activities designed to increase employment opportunities for certain groups, given past discrimination toward these groups.
· Reverse Discrimination: The unfairness that unprotected groups (say, white males) may perceive when protected groups receive preference in hiring and promotion.
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Understanding Employee-Management Issues and Relations

Employee-Management Issues
· Union: An employee organization that has the main goal of representing members in employee-management bargaining over job-related issues; also known as labour union.
· Workers originally formed unions to protect themselves from intolerable work conditions and unfair treatment.
· Largely responsible for the establishment of minimum-wage laws, overtime rules, workers’ compensation, severance pay, child-labour laws, job safety regulations, and more.
· In recent decades’ union strength has waned as they have failed to retain the economic and political power they once had. 


Labour Unions from Different Perspectives
· Craft Union: An organization of skilled specialists in a particular craft or trade.
· Industrial Union: Consists of unskilled and semi-skilled workers in mass-production industries such as automobile manufacturing and mining.


The Structure and Size of Labour Unions in Canada
· Union Density: A measure of the percentage of workers who belong to unions.


Labour Legislation
· Labour Relations Board (LRB): A quasi-judicial body consisting of representatives from government, labour, and business. It functions more informally than a court but it has the full authority of the law.
· Canadian Industrial Relations Board (CIRB): Plays an active role in helping partied resolve their disputes through mediation.


The Collective Bargaining Process
· Collective Bargaining: The process whereby union and management representatives negotiate a contract for workers.
· Certification: Formal process whereby a union is recognized by the LRB as the bargaining agent for a group of employees.
· Decertification: Process by which workers can take away a union’s right to represent them.
· Negotiated Labour-Management Agreement (Labour Contract): Agreement that clarifies the terms and conditions and sets the tone under which management and labour agree to function over a period of time.
· Union Security Clause: Provision in a negotiated labour-management agreement that stipulates that employees who benefit from a union must either officially join or at least pay dues to the union.
· Closed Shop: A workplace in which all new hires must already be union members.
· Union Shop: A workplace in which the employer is free to hire anybody, but the recruit must then join the union within a short period, perhaps a month.
· Agency Shop (Rand Formula): A workplace in which a new employee is not required to join the union must pay union dues.
· Open Shop: A workplace in which employees are free to join or not join the union and to pay or not pay dues.
· Checkoff: A contract clause requiring the employer to deduct union dues from employees’ pay and remit them to a union.
· Grievance: A formal protest by an individual employee, with the support of the union, when they believe that management is not abiding by or fulfilling the terms of a labour contract. Overtime rules, promotions, layoffs, transfers, job assignments, and so forth are generally sources of employee grievances.
· Shop Stewards: Union officials who permanently in an organization and represent employee interests on a daily basis.
· Bargaining Zone: Range of options between the initial and final offer that each party will consider before negotiations dissolve or reach an impasse.
· Conciliation: A process by which a labour union or an employer must use the government’s services (via the Ministry of Labour) for help in resolving their differences so that they can reach a collective agreement.
· Mediation: The use of a third party, called a mediator, who encourages both sides in a dispute to continue negotiating and often makes suggestions for resolving the dispute.
· Arbitration: An agreement to bring in an impartial third party (a single arbitrator or a panel of arbitrators) to render a binding decision in a labour dispute.


Negotiation Tactics
· The primary tactics used by organized labour are strikes and boycott. Unions might also use picketing and work slowdowns to get desired changes.
· Strikes: A union strategy in which workers refuse to go to work.
· Wildcat Strike: An unauthorized (by the union) work stoppage while a labour contract is still in effect.
· Primary Boycott: When a union encourages both its members and the general public not to buy the products of a firm involved in a labour dispute.
· Secondary Boycott: An attempt by labour to convince others to stop doing business with a firm that is the subject of a primary boycott.
· Lockout: An attempt by management to out pressure on unions by temporarily closing the business.
· Injunction: A court order directing someone to do something or to refrain from doing something.
· Strikebreakers: Replacement workers hired to do the jobs of striking employees until the labour dispute is resolved.
· Back-To-Work Legislation: Legislation that orders an end to a labour-management dispute that has escalated to a strike or lockout, in an industry that the government decides is essential to the operation of the economy.


The Future of Unions and Labour-Management Relations
· Givebacks: Concessions made by union members to management, previous gains from labour negotiations are given up to help employers remain competitive and thereby save jobs.



Chapter 14

Marketing: Building Customer and Stakeholder Relationships

What is Marketing?
· Marketing: A set of business practices designed to plan for and present and organization’s products or services in ways that build effective customer relationships. We can also think of marketing, more simply, as the activities buyers and sellers perform facilitate mutually satisfying exchanges.
· The Evolution of Marketing: Includes 5 eras, also known as orientations: Production, Sales, Marketing Concept, Market Orientation, and Social Marketing.
· The Production Era (Early 1900’s): Production orientation was both logical and profitable, as demand exceeded supply in that time.
· The Sales Era (1920-1960): Businesses had developed mass production techniques, and production capacity often exceeded demand. Therefore, the business philosophy turned from producing to selling.
· The Marketing Concept Era (1945-1990): The marketing concept had three parts:
· A Customer Orientation: Find out what customers want and provide it for them.
· A Service Orientation: Make sure that everyone in the organization has the same objective: customer satisfaction. This should be total and integrated organizational effort. 
· A Profit Orientation: Focus on those goods and services that will earn the most profit and enable the organization to survive and expand to serve more customers’ wants and needs.
· The Marketing Orientation Era (1990-Present): Firms with marketing orientation focus their efforts on (1) continuously collecting information about customers’ needs and competitors’ capabilities, (2) sharing this information throughout the organization, and (3) using the information to create value, ensure customer satisfaction, and develop customer relationships. It is not surprising that organizations with a market orientation actually engage in customer-relationship management (CRM)- the process of building long-term relationships with customers by delivering customer value and satisfaction.
· The Social Media Marketing Era (2005-Present): There are two distinct dimensions to social media marketing era: 
· Social media marketing is about consumer-generated online-marketing efforts to promote brands and companies for which they are fans (or conversely, negatively promoting brands and companies for which they are non-fans).
· Social media marketing is the use by marketers of online tools and platforms to promote their brands or organizations.
· Non-Profit Organizations Prosper from Marketing: Churches use marketing to attract new members and to raise funds, Politicians use marketing to get votes. Provinces use marketing to attract new businesses and tourists.


The Marketing Mix
· Much of what marketing people do has been conveniently divided into four factors, called “the four Ps”. They are:
· Product
· Price
· Place
· Promotion
· Managing the controllable parts of the marketing process, then, involves (1) designing a want-satisfying product, (2) setting a price for the product, (3) getting the product in a place where people will buy it, and (4) promoting the product. These four factors are called the marketing mix because they are blended together in a marketing program.
· The customer drives the marketing mix. The features and benefits of the product should meet, if not exceed, customer expectations. The price, place, and promotion is also driven by a desire to communicate with the customer in such a meaningful way that he or she seeks out the product and is willing to purchase the product at a set price.
· Applying the Marketing Process: 
· Find opportunities.
· Conduct research.
· Identify a target market.
· Design a product to meet the need based on research.
· Do concept testing.
· Determine a brand name, design a package, and set a price.
· Select a distribution system.
· Design a promotional program.
· Build a relationship with customers.
· Product: Any physical good, service, or idea that satisfies a want or need plus anything that would enhance the product in the eyes of consumers, such as brand name.
· Concept Testing: Develop an accurate description of your product, and ask people, in person or online, whether the idea of the restaurant and the kind of product you intend to offer appeals to them.
· Test Marketing: The process of testing products among potential users.
· Brand Name: A word, letter, or group of words or letters that differentiates one seller’s goods or services from those of the competitors.
· Intermediaries (Middlemen): The middle links in a series of organizations that distribute goods from producers to consumers. Getting the product to consumers when and where they want it is critical to market success.
· Promotion: Consists of all of the techniques sellers use to inform people and motivate them to buy their goods or services.

Providing Marketers with Information
· Marketing Research: marketers analyze markets to determine opportunities and challenges, and to find information they need to make good decisions.
· Marketers also conduct research on business trends, the ecological impact of their decisions, global trends, and more. Businesses need information to compete effectively, and marketing research is the activity that gathers that information.
· The Marketing Research Process: 
· Defining the question (the problem or opportunity) and determining the present situation.
· Collecting the research data.
· Analyzing the research data.
· Choosing the best solution and implementing it.
· Secondary Data: Information that has already been compiled by others and published in journals and books or made available online.
· Primary Data: Facts, figures, and opinions that you have gathered yourself.
· Focus Group: A small group of people who meet under the direction of a discussion leader to communicate their opinions about an organization, its products, or other issues.
· Observation: Watching, either mechanically or in person, how people behave.
· Environmental Scanning: The process of identifying the factors that can affect marketing success. (The six elements of the business environment are: global, technological, social, competitive, economic, and legal. (Chapter 1))
· By 2018, half of all small businesses will be engaged in global trade.
· Consumer Market: All individuals or households that want goods or services for personal consumption or use.
· Business to Business (B2B) Market: All individuals and organizations that want goods or services to use in producing other goods and services or sell, rent, or supply goods to others.

The Consumer Market: 
· Market Segmentation: The process of dividing the total market into several groups whose members have similar characteristics.
· Target Marketing: Selecting which groups or segments an organization can sere profitably. 
· Geographic Segmentation: Dividing the market by geographic area.
· Demographic Segmentation: Segmentation by age, income, and education level.
· Psychographic Segmentation: Studying a group’s values, attitudes, and interests.
· Behavioural Segmentation: When marketers use consumers’ behaviour with or toward a product to segment the market.
· Niche Marketing: Identifying small but profitable market segments and designing or finding products for them.
· One-to-One Marketing: Developing a unique mix of goods and services for each individual customer. 

The Business-to-Business Market
· Several factors make B2B marketing different, including these:
· Customers in the B2B market are relatively few.
· The size of business customers is relatively large.
· B2B markets tend to be geographically concentrated.
· Business buyers are generally more rational and less emotional than ultimate consumers.
· B2B sales tend to be direct, but not always.
· There is much more emphasis on personal selling in B2B markets than in consumer markets.
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Product Development and the Total Product Offer
· The only way to compete today is to design and promote better products, meaning products that are perceived to have the best value- good quality at a fair price.
· Total Product Offer: Consists of everything that consumers evaluate when deciding whether to buy something.
· Product Line: A group of products that are physically similar or are intended for a similar market. They usually face similar competition.
· Product Mix: The combination of product lines offered by an organization.
· Product Differentiation: The creation of real or perceived product differences.
· Packaging changes the product. Packages must perform the following functions:
· Attract the buyer’s attention.
· Protect the goods inside, stand up under handling and storage, be tamperproof, and deter theft.
· Be easy to open and use.
· Describe and give information about contents.
· Explain the benefits of the good inside.
· Provide information on warranties, warnings, and other consumer matters.
· Give some indication of price, value, and uses.


Branding and Brand Equity
· Brand: A name, symbol, or design (or combination thereof) that identifies the goods or services of one seller or group of sellers and distinguishes them from the goods and services of competitors.
· Brand Equity: the value of the brand name and associated symbols. Usually the company cannot know the value of it’s brand until it sells it to another company.
· Brand Loyalty: The degree to which customers are satisfied, enjoy the brand, and are committed to further purchases.
· Brand Awareness: How quickly or easily a given brand name comes to mind when a product category is mentioned.
· Brand Manager (Product Manager): Has direct responsibility for one brand or product line.

The Product Life Cycle
· Once a product has been developed and tested, it goes to the market. There It may pass through a product life cycle of four stages: Introduction, growth, maturity, and decline. This cycle is a theoretical model of what happens to sales and profits for a product class over time.
· Some products, like crayons for example, have very long product life cycles, change very little, and never seem to go into decline. Crayola’s crayons have been popular for 100 years.

Competitive Pricing
· Pricing Objectives:
· Achieving a target return on investment or profit.
· Building traffic.
· Achieving greater market share.
· Creating an image.
· Further social objectives.
· Price and cost are not always related. In fact, there are three major approaches to pricing strategy: Cost-Based. Demand-Based (Target Costing), and Competition-Based.
· Cost-Based Pricing: Producers often use cost as a primary basis for setting price. They develop elaborate cost accounting systems to measure production costs, add in some margin of profit, and come up with a price.
· Demand-Based Pricing: Unlike cost0based pricing, target costing is demand-based. That means we design a product so it not only satisfies customers but also meets profit margins we set.
· Competition-based Pricing: A strategy based on what all other competitors are doing. Pricing depends on customer loyalty, perceived differences, and the competitive climate. Price leadership is evident when one or more dominant firms set the pricing practices that all competitors in an industry follow.
· Break-Even Analysis: The process used to determine profitability at various levels of sales.             

Break-Even Point (BEP)= 	Total Fixed Cost (FC)
           (Price of One Unit(P) – Variable Cost (VC) of One Unit)
· Total Fixed Cost: All expenses that remain the same no matter how many products are made or sold.
· Variable Costs: Change according to the level of production. Included are the expenses or materials used in making products in making products and the direct costs of labour used to make those goods.
· A Skimming Price Strategy: Prices a new price high, to recover research and development costs and to make as much profit as possible while there’s a little competition.
· Penetration Price Strategy: Enables the firm to penetrate or capture a large share of the market quickly.
· Everyday Low Pricing (EDLP): Setting lower prices than competitors and do not usually have many special sales. (ex: Home Depot and Walmart).
· High-Low Pricing Strategy: Regular prices are higher than stores using EDLP, but during special sales they are lower. The problem with this strategy is that it encourages customers to wait for sales, thus cutting into profits.
· Psychological Pricing: Pricing goods and services at the price point that make the product appear less expensive than it is. (Ex: $299,000)
· Recognizing that different consumers may be willing to pay different prices, marketers sometimes price on the basis of consumer demand rather than cost or some other calculation. That is called demand-oriented pricing and it is reflected by movie theatres with lower rates on Tuesdays and by retailers, such as Shopper Drug Mart, that offer discounts to senior citizens if they shop there on certain days.

The Importance of Channels of Distribution
· Marketing Intermediaries: Organizations that assist in moving goods and services from producers to business (B2B) and from businesses to consumers (B2C). They are called intermediaries because they are in the middle of a series of organizations that join together to help distribute goods from producers to consumers.
· Channel of Distribution: Consists of a whole set of marketing intermediaries, such as agents, brokers, wholesalers, and retailers, that join together to transport and store goods in their path (or channel) from producers to consumers.
· Agent/Brokers: Marketing intermediaries who bring byers and sellers together and assist in negotiation an exchange, but do not take title to the goods. (Ex: Real Estate Agent).
· Wholesaler: Marketing intermediary that sells to other organizations, such as retailers and institutions (Ex: Hospitals).  Wholesalers are part of the B2B system.
· Retailer: An organization that sells to ultimate consumer who buy for their own use.
· Manufacturers do not always need marketing intermediaries to sell their goods to consumer and business buyers. Some manufacturers sell directly to buyers, known as direct channel. Intermediaries perform certain marketing tasks- such as transporting, storing, selling, advertising, and relationship building- faster and cheaper than most manufacturers could.

Retail Intermediaries
· Intensive Distribution: Puts products into as many retail outlets as possible, including vending machines. Products that need intensive distribution include candy, gum, and popular magazines. 
· Selective Distribution: Uses only a preferred group of the available retailers in an area. Such selection helps assure producers of quality sales and service. Manufacturers of appliances, furniture, and clothing use selective distribution. 
· Exclusive Distribution: The use of only one retail outlet in a given geographic area. The retailer has exclusive rights to sell the product and is therefore likely to carry a large inventory, give exceptional service, and pay more attention to this brand than to others.
· Electronic Retailing: Selling products to ultimate consumers over the Internet. 
· Telemarketing: The sale of goods and services by telephone.
· Direct Selling: Reaches customers in their homes or workplaces. 


Promotion and the Promotion Mix
· Promotion: Consists of all techniques that sellers use to motivate customers to buy their products. Incudes advertising, personal selling, public relations, sales promotion, and direct marketing. 
· Promotion Mix: The combination of promotional tools an organization uses.
· Integrated Marketing Communication (IMC): Combines all promotional tools into one comprehensive and unified promotional strategy.
· Advertising: Paid, non-personal communication through various media by organizations and individuals who are in some way identified in the message. 
· Global Advertising: Involves developing a product and promotional strategy that can be implemented worldwide. Certainly, global advertising that is the same everywhere can save companies money in research and design. In some cases, however, promotions tailored to specific countries or regions may be much more successful since each country or region has its own culture, language, and buying habits.
· Personal Selling: The face-to-face presentation and promotion of goods and services.
· Public Relations: Building Relationships:  Public relations (PR) is the management function that evaluates public attitudes, changes policies and procedures in response to the public’s requests, and executes a program, of action and information to earn public understanding and acceptance. Public relations is a good alternative to advertising.
· Publicity: Any information about an individual, product, or organization that is distributed to the public through the media and that is not paid for, or controlled, by the seller.’
· Sales Promotion: The promotional tool that stimulates consumer purchasing and dealer by means of short-term activates. Sales promotion can take place both within and outside the company.
· Sampling: Letting consumers have a small sample of the product for no change.
· Direct Marketing: Uses direct communication with consumers to generate a response in the form of an order, a request for further information, or a visit to a retail outlet. The communication can take many forms including face-to-face selling, direct mail, catalogues, telephone solicitation, and direct response advertising on television, radio, print, e-mail, social media, or over mobile communications devices.

Word of Mouth and Other Promotional Tools
· Word-of-Mouth Promotion: People tell other people about products they have purchased.
· Buzz Marketing: Popularity created by consumer word of mouth. The online or electronic version of word of mouth is called viral marketing.
· Blog: An online diary that looks like a Web page but is easier to create and update by posting text, photos, or links to other sites.
· Podcasting: A means of distributing audio and video programs via the Internet. It lets users subscribe to a number of files, also known as feeds, and then hear or view the material when they choose.

Managing the Promotion Mix: Putting it All Together
· Push Strategy: The producer uses advertising, personal selling, sales promotion, and all other promotional tools to convince wholesalers and retailers to stock and sell merchandise, pushing products through the distribution system to the stores.
· Pull Strategy: Directs heavy advertising and sales promotion efforts toward consumers. If the pull strategy works, consumers will go to the store and ask for the products.
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Understanding Accounting and Financial Information

What is Accounting?
· Accounting: The recording, classifying, summarizing, and interpreting of financial events to provide management and other interested parties with the financial information they need to make good decisions. 


Accounting Disciplines
· Managerial Accounting: Provides information and analyses to mangers inside the organization to assist them in decision making.
· Financial Accounting: Differs from managerial accounting in that the information and analyses it generates are for people primarily outside the organization.
· Annual Report: A yearly statement of the financial condition, progress, and exceptions of an organization.
· Compliance: Reviewing and evaluating the records used to prepare a company’s financial statement.
· Independent Audit: An evaluation and unbiased opinion about the accuracy of a company’s financial statements.
· Forensic Accounting: Focuses on fraudulent activity. This field of accounting gathers evidence for presentation in a court of law.
· Tax Accountant: Trained in tax law and is responsible for preparing tax returns or developing tax strategies.
· Private Accountants: Work for a single firm, government agency, or non-profit organization.
· Public Accountant: Provide accounting services to individuals or businesses hat include designing an accounting system, helping select he correct computer system and software to run the system, analyzing the financial strength of an organization, providing consulting services, and compliance.
· Chartered Accountant (CA): An accountant who has met the examination, education, and experience requirements of the Canadian of the Canadian Institute of Chartered Accountants.
· Certified Management Accountant (CMA): A professional accountant who has met certain educational and experience requirements, passed a qualifying exam in the field, participated in a two-year professional development program, and been certified by the Society of Management Accountants of Canada (CMA Canada).
· Certified General Accountant (CGA): Those who have met the examination, education, and experience requirements of CGA-Canada.



The Accounting Cycle
· Accounting Cycle: A six-step procedure that results in the preparation and analysis of the major financial statements.
· Bookkeeping: The recording of business transactions.
· Journal: Where the day’s transactions are kept.
· Double-Entry Bookkeeping: The practice of having every transaction affect at least two accounts.
· Accounts: Different types of assets, liabilities, ad owner’s equity.
· Accounting Equation: Assets = Liabilities + Owner’s Equity
· Ledger: A specialized accounting book used by bookkeepers.
· Trial Balance: A summary of all financial data in the accounts ledger that ensures the figures are balanced.


Understanding Key Financial Statements
· Financial Statement: A summary of all the transactions that have occurred over a particular period.
· The key financial statements of business are:
· The Balance Sheet: The financial statement that reports a firm’s financial condition at a specific time. Assets are listed first, followed by liabilities and owner’s (or shareholders’) equity.
· Assets: Economic Resources owned by a firm.
· Liquidity: Refers to how fast an asset is expected to be converted into cash. Speedier conversion means higher liquidity.
· Current Assets: Items that can or will be converted into cash within one year.
· Capital Assets: Items that are relatively permanent gods, such as land and buildings, acquired to produce products for a business. They are not bought to be sold but to generate revenue.
· Intangible Assets: Long-term assets that have no real physical form but do have value.
· Liabilities: What businesses owe to others- it’s debts.
· Accounts Payable: Current liabilities or bills a company owes others for merchandise or services on credit but not yet paid.
· Notes Payable: Can be short-term or long-term liabilities that a business promises to repay by a certain date.
· Bonds Payable: Long-term liabilities; money lent to the firm that must be paid back.
· Taxes Payable: Includes sales taxes and GST or HST collected, and income tax payable.
· Owner’s Equity: Consists of all that the owners have invested in the company plus all profits that have accumulated since the business commenced but that have not yet been paid out to them.
· Retained Earnings: The accumulated earnings from a firm’s profitable operations that remains in the business and not paid out to shareholders as dividends is shown in the retained earnings account. 
· The Income Statement: The financial statement that shows a firm’s bottom line- that is, its profits after costs, expenses, and taxes.
· Net Income or Net Loss: The resources (revenue) left over.
· Cost of Goods Sold (COGS): Measures the cost of merchandise sold or cost of raw materials and supplies used in producing items for resale. Includes the purchase price plus any freight charges paid to transport goods. When we subtract the COGS from net sales, we get gross profit or gross margin.
· Operating Expenses: In selling goods or services, a business incurs certain operating expenses such as rent, salaries, supplies, etc. Operating expenses can generally be classified into two categories: Selling expenses and general expenses.
· The Cash Flow Statement: Reports cash receipts and disbursements related to the three major activities of a firm: 
· Operations
· Investing
· Financing


Applying Accounting Knowledge in Business
· First In, First Out (FIFO): An accounting method for calculating cost of inventory; it assumes that the first goods to come in are the first to go out.
· Last In, First Out (LIFO): An accounting method for calculating cost of inventory; it assumes that the last goods to come in are the first to go out (this method is not allowed in tax accounting by governments).


Analyzing Financial Statements: Ratio Analysis
· Ratio Analysis: The assessment of a firm’s financial condition, using financial ratios calculated from the firm’s financial statements.
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Financial Management 

The role of Finance and Financial Managers
· Finance: The function in a business that acquires funds for the firm and manages them within the firm.
· Financial Management: The job of managing a firm’s resources to meet its goals and objectives.
· Financial Managers: Examine the financial data prepared by accountants and recommend strategies for improving the financial performance of the firm.
· Three of the most common reasons a firm fails financially are:
· Undercapitalization (insufficient funds to start a business).
· Poor control over cash flow.
· Inadequate expense control.


Financial Planning
· Three steps of financial planning:
· Forecasting a firm’s short-term and long-term financial needs.
· Developing budgets to meet those needs.
· Establishing financial control to see whether the company is achieving its goals.
· Short-Term Forecast: Predicts revenues, costs, and expenses for a period of one year or less.
· Cash-Flow Forecast: Predicts the cash inflows and outflows in future periods, usually months or quarters.
· Long-Term Forecast: Predicts revenues, costs, and expenses for a period longer than one year.
· Budget: Sets forth management’s expectations for revenues and, on the basis of those expectations, allocates the use of specific resources throughout the firm.
· Operating (master) Budget: Ties together all of the firm’s other budgets and summarizes the business’s proposed financial activities. More formally, it estimated costs and expenses needed to run a business, given projected revenues.
· Capital Budget: Highlights a firm’s spending plans for major asset purchases that often require large sums of money, like property, buildings, and equipment.
· Cash Budget: Estimates cash inflows and outflows during a particular period. It helps managers anticipate borrowing needs, debt repayment, operating expenses, and short-term investments, and is often the last budget prepared.
· Financial Control: A process in which a firm periodically compares its actual revenues, costs, and expenses with its budget.


The Need for Funds
· Equity Financing: Money raised from within the firm (from operations) or through the sale of ownership in the firm (stock).
· Debt Financing: Refers to funds raised through various forms of borrowing that must be repaid.
· Short-Term Financing: Refers to funds needed for one year or less.
· Long-Term Financing: Refers to funds needed for more than one year.


Obtaining Short-Term Financing
· Trade Credit: The practice of buying goods or services now and paying for them later. It is the most widely used source of short-term funding, the last expensive, and the most convenient. Small businesses rely heavily on trade credit from firms such as United Parcel Service, as do large firms such as the Bay.
· Business invoices usually contain terms such as 2/10, net 30. This means the buyer can take a 2% discount for paying the invoice within 10 days. Otherwise the total bill (net) is due in 30 days.
· Promissory Note: A written contract with a promise to pay a supplier a specific sum of money at a definite time.
· Secured Loan: Backed by collateral, something valuable such as property.
· Pledging: Accounts receivable are company assets often used as collateral for a loan. A percentage of the value of a firm’s accounts receivable pledged (usually about 75%) is advanced to the borrowing firm. As customers pay off their accounts, the funds received are forwarded to the lender in repayment of the funds that were advanced.
· Unsecured Loan: More difficult to obtain because it does not require any collateral.
· Line of Credit: A given amount of unsecured short-term funds a bank will lend to a business, provided the funds are available.
· Revolving Credit Agreement: A line of credit that is guaranteed but usually comes with a fee.
· Commercial Finance Companies: Non-deposit-type organizations make short-term loans to borrowers who offer tangible assets as collateral. Commercial finance companies often make loans to individuals as businesses that cannot get funds elsewhere. Since commercial finance companies assume higher degrees of risk than banks, they usually charge higher interest rates.
· Factoring: The process of selling accounts receivable for cash.
· Commercial Paper: Consists of unsecured promissory notes, in amounts of $100,000 and up, that mature (come due) in 365 days (366 days in a leap year) or less.


Obtaining Long-Term Financing
· In setting long-term financing objectives, financial managers generally ask three major questions:
· What are the organizations long-term goals?
· What funds do we need to achieve the firm’s long-term goals and objectives?
· What sources of long-term funding (capital) are available, and which will best fit our needs?
· Term-Loan Agreement: A promissory note that requires the borrower to repay the loan with interest in specified monthly or annual instalments.
· Risk/Return Trade-Off: The interest rate is based on adequacy of collateral, the firm’s credit rating, and the general level of market interest rates. The greater the risk a lender takes in making a loan, the higher the rate of interest. The greater the risk a lender takes in making a loan, higher the rate of interest. 
· Bond: A long-term legal obligation of a corporation or government to make regular interest payments and to repay the entire bond principal amount at a prescribed time, called the maturity date. Once an interest rate is set for a corporate bond issue (except in the case of what is called a floating-rate bond), it cannot be changed. Bonds are issued with denomination, which is the amount of debt represented by one bond. (Bonds are almost issued in multiples of $1,000).
· Maturity Date: The issuing company is legally bound to repay the bond principal to the bondholder in full on the maturity date.
· Secured Bonds: Backed by some tangible assets (collateral) that is pledged to the bondholder if bod interest or the principal is not paid back when promised.
· Debenture Bonds (Unsecured Bonds): Not backed by any collateral.
· Sinking Fund: Primary purpose is to ensure that enough money will be available to repay bondholders on the bond’s maturity date.
· Stocks: Represent ownership in a company. Both common and preferred shares form the company’s capital stack, also known as equity capital.
· Initial Public Offering (IPO): The first time a corporation offers to sell new stock to the general public.
· Stock Certificate: The evidence of stock ownership that specifies the name of the company, the number of shares it represents, and the type of stock being issued.
· Dividends: Part of a firm’s profits that may be distributed to shareholders as either cash payments or additional shares of stock.
· Advantages to the firm of issuing stock: 
· As owners of the business, shareholders never have to be repaid.
· There’s usually no legal obligation to pay divided to shareholders; therefore, income (retained earnings) can be reinvested in the firm for future financing needs.
· Selling stock has no risk since issuing stock creates no debt. 
· Disadvantages of issuing stock:
· As owners, shareholders (usually only common shareholders) have the right to vote for company’s board of directors.
· Dividends are paid put of profit after taxes, thus taxes are not deductible.
· Management’s decisions can be affected by the need to keep shareholders happy.
· Common Shares: The most basic form of ownership in a firm. In fact, if a company issues only one type of stock, it must be common. Holders of common stock have the right to: vote for the company board directors and important issues affecting the company, and to share in the firm’s profits through dividends, if approved by the firm’s board of directors. 
· Preferred Shares: Owners of preferred shares enjoy a preference in the payment of dividends; they also have prior claim on company assets if the firm is forced out of business and its assets are sold. Normally, however, preferred shares do not include voting rights in the firm. Preferred shares can be callable. This means that preferred shareholders could be required to sell back their shares to the corporation. Preferred shares can also be convertible to common shares. Another important feature is that they can often be cumulative. That is, if one or more dividends are not paid when promised, the missed dividends will be accumulated and paid later to a cumulative preferred shareholder. This means that all dividends, including back dividends, must be paid in full before any common share dividends can be distributed. Preferred shares are often called hybrid investments as they have characteristics of both bonds and stocks. 
· Venture Capital: The money that is invested in new or emerging companies that some investors- venture capitalists- believe have great potential.
· Leverage: Raising funds through borrowing to increase the firm’s rate of return.
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The Financial Services Industry in Canada

The Financial Service Industry in Canada
· The Financial Consumer Agency of Canada (FCAC) provides information on the following topics:
· Banking
· Budgeting and debt management
· Credit cards
· Mortgages
· Credit report and score
· Savings and investments
· Insurance
· Fraud
· Invest in Canada <investincnada.gc.ca> reports that the Canadian economy:
· Employs more than 1.12 million Canadians.
· Generates annual gross domestic product of $81.5 billion.
· Is widely recognized as the safest and healthiest in the world based on annual rankings from the World Economic Forum’s Global Competitiveness report and by Moody’s Investor Services.
· Until the mid 1980’s, the financial services industry in Canada was termed a “four-pillar system”. These four pillars were banks, trust companies, insurance companies, and securities dealers. Regulation was designed to foster competition within each pillar, but not among them. When the government permitted commercial banks to acquire securities firms in 1987, the segregation of functions began to erode.
· Credit Unions: Non-profit, member-owned financial co-operatives that offer the full variety of banking services to their members- interest-bearing chequing accounts at relatively high rates, short-term loans at relatively low rates, financial counselling, life insurance policies, and a limited number of home mortgage loans. They are organized by government agencies, unions, and professional associations.
· Trust Company: Financial organizations that accept no deposits but offer many services provided by regular banks.
· Non-Banks: Financial organizations that accept no deposits but offer many services provided by regular banks.
· Pension Funds: Amounts of money put aside by corporations, non-profit organizations, or unions to cover part of the financial needs of their members when they retire.
· In Canada, there is no single body that regulates the entire industry. It is a responsibility shared among different organizations and levels of government. To start with, financial institutions may be regulated at either the federal or provincial level, or jointly. For example, banks are federally regulated. Securities dealers, credit unions, and caisses populaires are provincially regulated.
· CDIC guarantees deposits up to $100,000 (principal and interest) in each member institution.


Why Money is Important
· Money: Anything that people generally accept as payment for goods and services. In the past, objects as diverse as salt, feathers, stones, rare shells, tea, and horses have been used as money.
· Barter: The direct trading of goods or services for other goods and services. Though barter may sound like something from the past, many people have discovered the benefits of bartering online. Others barter goods and services the old-fashioned way- face to face. In Siberia people have bought movie tickets with two eggs, and in Ukraine people have paid their energy bills with sausages and milk. Today you can go to a barter exchange where you an put goods or services in the system and get trade credits for other goods that you need. The barter exchange makes it easier to barter because you do not have to find people with who to barter. The exchange does that for you.
· The five standards for useful form of money are:
· Portability
· Divisibility
· Stability
· Durability
· Uniqueness
· Electronic cash (e-cash) is the latest form of money.
· Money Supply: The amount of money the Bank of Canada makes available for people to buy goods and services. The money supply is referred to in a number of different ways, called monetary aggregates.
· Falling Dollar Value: The amount of goods and services you can buy with a dollar decreases.
· Rising Dollar Value: The amount of goods and services you can buy with a dollar increases.
· The objective of the Bank of Canada’s monetary policy is to support a level of spending by Canadians that is consistent with the Bank’s goal of price stability. This is defined as keeping inflation within the inflation-control target range (of 1 to 3 percent).
· The target for overnight rate is the main tool used by the Bank of Canada to conduct monetary policy. It tells major financial institutions the average interest rate the Bank of Canada wants to see in the marketplace where they lend each other money for one day, or “overnight”. When the bank changes the target for the overnight rate, this usually affects other interest rates charged by commercial banks.


The Banking Industry
· Banks distribute a good portion of their net income to their shareholders.
· Commercial Bank: A profit-seeking organization that receives deposits from individuals and corporations in the form of chequing and savings accounts and then uses some of these funds to make loans. It has two types of customers, depositors and borrowers, and is equally responsible to both.
· Demand Deposit: The technical name for a chequing account; the money in a demand deposit can be withdraw anytime on demand from the depositor.
· Time Deposit: The technical name for a savings account; the bank can require prior notice before he owner withdraws money from a time deposit.
· Certificate of Deposit: A time-deposit (savings) account that earns interest to be delivered at the end of the certificate’s maturity date.


The Canadian Securities Industry
· Securities Dealer: A firm that trades securities for its clients and offers investment services.
· Initial Public Offering (IPO): The first public offering of a corporation’s stock.
· Prospectus: A condensed version of economic and financial information that a company must make available to investors before they purchase a security.
· Securities Commission: A government agency that administers provincial securities legislation. 


The Function of Securities Markets
· Stock Exchange: An organization whose members can buy and sell (exchange) securities for companies and investors.


How Investors Buy Securities
· Stockbroker: A registered representative who works as a market intermediary to buy and sell securities for clients.
· Instead of using traditional brokerage services, investors today can choose from multiple online trading services to buy and sell stocks and bonds.
· Consider five key criteria when selecting investments options:
· Investment risk
· Yield
· Duration
· Liquidity
· Tax consequences





Investing in Bonds
· First question is “If I purchase a corporate bond, do I have to hold it until the maturity date?”.
· The second question is, “How can I assess the investment risk of a particular bond issue?” Standard & Poor’s and Moody’s Investors Service rate the risk of many corporate and government bonds.


Investing in Stocks
· Capital Gains: The positive difference between the purchase price of a stock and its sale price.
· Stock Indexes: Measure the trend of different stock exchanges.
· Buying on Margin: Borrowing some of the stock’s purchase cost from the brokerage firm. The margin is the portion of the stock’s purchase price that the investors must pay with their own money.
· Stock Splits: An action by a company that gives shareholders two or more shares of stock for each one they own.
· Preferred stock is identified by the letters pf following the company symbol.
· Information provided in the quote includes the highest and lowest price the stock traded for that day, the stock’s high and low over the past 52 weeks, the dividend paid (if any), the stock’s dividend yield (annual dividend as a percentage of the price per share), and important ratios like the price/earnings (P/E) ratio (the price of the stock divided by the firm’s per share earnings). Investors can also see the total market capitalization of the firm. More technical features, such as the stock’s beta (which measure degree of risk), may also appear.


Investing in Mutual Funds
· Mutual Fund: Buys stocks and bonds and then sells shares in those securities to the public. For a fee, mutual funds provide professional investment management and help investors diversify.
· Diversification: Involves buying several different investment alternatives to spread the risk of investing.









