Business Management Study Notes 

Mid Term Exam- Monday October 27th, 2017 

· PowerPoints
· Managing the Behaviour of Individuals and Groups within the Organization 
· Managing a Firm’s Organization and Market Environment 
· Chapters 1-6 

Session 1
Session 2 
Session 3
Session 4 
Session 5


Chapter #1 – The Changing Face of Business 


Business 
Business is the nation’s engine for growth. A growing economy is an economy that produces more goods and services but uses fewer resources over time.
Importance of growing economies:
· Yield income for business owners, employees and shareholders 

Businesses provide tangible goods (cars, breakfast cereal), or provide services (insurance or entertainment) 

Business: all profit seeking activities and enterprises that provide goods and services necessary to an economic system 

Profits: rewards for business people who take risks involved to offer goods and services to customers 
· Profits serve as incentives for people to start companies, expand them and provide consistently high quality competitive goods and services

Not for profit organizations: organizations whose primary aims are public service, not returning a profit to its owners 
· Play an important role in placing public service over profits 
· Operate in both private and public sectors 

Factors of Production 
[bookmark: _GoBack]Factors of Production- the four basic inputs for effective operation:
1. natural resources
2. capital
3. human resources
4. entrepreneurship

Natural resources: all production inputs that are useful in their natural states, including agricultural and, building sites, forests and mineral deposits  

Capital: production inputs consisting of technology, tools, information and physical facilities 

Technology
· information is improved by technological innovations, can lead to new products ex. Kindle 
· Technology can also help a company to operate more smoothly by tracking deliveries, providing more effective communication etc. 
Human resources
Def: production inputs consisting of anyone who works including both the physical labour and the intellectual inputs contributed by workers 

Entrepreneurship: the willingness to take risks to create and operate a business 
· Entrepreneur is someone who sees an opportunity to make a profit and sets up a plan to earn those profits and achieve success

Private enterprise system: an economic system that rewards firms for their ability to identify and serve the needs and demands of customers 

Capitalism: an economic system that rewards firms for their ability to perceive and serve the needs and demands of consumers also called the private enterprise 

Competition: the battle among businesses for consumer acceptance 

Competitive differentiation: the unique combination of organizational abilities, products and approaches that sets one company apart from its competitors in the minds of customers 

Basic rights in the private enterprise system, these rights include competition, private property, profits and freedom of choice 

Private property: the most basic freedom under the private enterprise system: the right to own, use, buy, sell and hand down land, buildings, machinery, equipment, patents individual possessions et. 

Entrepreneur: a person who seeks a profitable opportunity and takes the necessary risks to set up and operate a business 

Consumer orientation: a business philosophy that focuses first on consumer unmet wants and needs and then designs products to meet those needs

Branding: the process of creating in consumers’ minds and identity for a good, service or company, a major marketing tool in the contemporary business 

Brand: name, term, sign, symbol design etc. that identifies the products of one firm and shows how they differ from competitor’s offerings 

Transaction management: buildings and promoting products in the hope that enough customers will buy them to cover costs and earn profits 

Relationship era: the business era where firms seek to actively promote customer loyalty by carefully managing every interaction 

Relationship management: the collection of activities that build and maintain ongoing mutually beneficial ties with customers and others 

Technology: the business application of knowledge based on scientific discoveries, inventions and innovations

Strategic alliance: a partnership formed to create a competitive advantage for the businesses involved, in the international business, the business strategy of one company partnering with another company in the country where it wants to do business 

Outsourcing: using outside vendors to produce goods or fulfill services and functions that were previously handled in house or in country 

Offshoring: the relocation of business processes to lower cost locations overseas 

Nearshoring: the outsourcing of production or services to locations near a firm’s home base 

Chapter 2- Business Ethics and Social Responsibility 

Business ethics: standards of conduct and moral values regarding right and wrong actions in the business environment

Conflict of interest: a situation in which an employee must choose between a business’s welfare and personal gain 

Code of Conduct: a formal statement that defines how an organization expects its employees to resolve ethical issues 

Stakeholders: customers, investors, employees and public affected by or with an interest in a company 

Social responsibility: business’s consideration of society’s well-being and consumer satisfaction in addition to profits  

Social audits: formal procedures that identify and evaluate all company activities that relate to social issues such as conservation, employment and environment protection 
· Responsibilities to public: public health issues, environment, being a sustainable company 

Corporate philanthropy: an organization’s contribution to the communities where it earns profits 

Consumerism: public demand that a business considers the wants and needs of its customers when making decisions 

Product liability: the responsibility of manufacturers for injuries and damages caused by their products 

Employment Equity Act (EEA): an act crated (1) to increase job opportunities for women and members of minority groups and (2) to help end discrimination based on race, colour, religion etc. 

Chapter 3 – Economic Challenges Facing Contemporary Business 

Microeconomics: the study of small economic units such as individual consumers, families and businesses 

Macroeconomics: the study of a nation’s overall economic issues such as how economy maintains and divides up resources and how a govt. policies affect its citizens standards or living

Demand and supply: the willingness and ability of buyers to purchase and sellers to sell goods and services 
· Demand curve shows the product and amount the buyers will buy at different prices 
· Supply curve shows relationship between different prices and the amount of goods that sellers will offer for sale
· Equilibrium price is the current market price for an item 

Pure competition: a market structure where large numbers of buyers and sellers exchange similar products and no single participant has a large influence on price 

Monopolistic competition: market structure where large numbers of buyers and sellers exchange similar products so each participant has some control over the price 

Oligopoly: a market situation where relatively few sellers compete and high start-up costs at as a barrier to keep out new competitors  

Monopoly: a market situation where a single seller controls trade in a good or service and buyers can find no close substitutes 

Regulated monopoly: a firm that is granted exclusive rights in a specific market by a local provincial or federal government 

Planned economy: economic system where business ownership, profits and resource allocation are shaped by a plan to meet government goals (not set by an individual firm) 

Communism vs. Socialism 

Mixed market economy: an economic system that draws from both private enterprise economies and planned economies 

Private enterprise: capitalist (less hands on, not structured), market economy 
Planned economy: socialist or communist 
Mixed is both 

Privatization: the conversion of government owned and operated companies to privately held businesses 

GDP (gross domestic product): the sum of all goods and services produced within a country during a specific time period 

Deflation: the opposite of inflation occurs when prices continue to fall 

CPI (consumer price index): a measurement of the monthly average change in prices of goods and services 

Unemployment rate: the percentage of the total workforce actively seeking work but currently unemployed 
· Frictional: joblessness of people in the workforce, not working but looking for jobs 
· Seasonal: joblessness of people in the seasonal industry 
· Cyclical: out of work because of cyclical contraction in the economy  
· Structural: people who remain unemployed for long periods of time

Monetary policy: a government plan to increase or decrease the money supply and to change banking requirements and interest rates to affect banker’s willingness to make loans 

Expansionary monetary policy: a plan to increase the money supply to try to decrease the cost of borrowing. Lower interest rates to incite businesses to make investments 

Restrictive monetary policy: plan to reduce the money supply to control rising prices, over expansion and concerns about overly rapid economic growth 

Fiscal policy: a plan of government spending and taxation decisions designed to control inflation, reduce unemployment etc. 

Budget:
· Deficit: a situation where the government spend more than it raises in taxes 
· Surplus: the excess funding when government spends less then it raises in taxes 
· Balanced: total revenues raised equal government spending 

Chapter 4- Competing in World Markets 

Exports vs. Imports 

Balance of trade: the difference between a nation’s exports and imports 

Balance of payments: the overall money flows into and out of a country 

Devaluation: a reduction in a currency’s value in terms of other currencies or in terms of a fixed standard 

Tariffs: taxes imposed on imported goods 

Nontariff barriers: dumping, embargo and exchange control 

Organizations

· General Agreement on Tariff and Trade (GATT) 
· World Trade Organization 
· World Bank 
· International Monetary Fund (IMF) 
· North American Free Trade Agreement (NAFTA) 
· Central American Dominican Republic Free Trade Agreement (CAFTA-DR) 
· European Union (EU) 

Countertrade: a barter agreement whereby trade between two or more nations involves payment made in the form of local products instead of currency 

Franchise: a contract based agreement in which a franchise can produce and or sell the franchisors products under that company’s brand name if the franchisee agrees to the operating terms and requirements 

Foreign Licencing: international agreement in which one firm allows another firm to produce or sell its product, or manufacturing processes in a specific geographical area, in return for royalties or other compensation 

Subcontracting: agreement involves hiring other companies to produce distribute or sell goods and services

Joint venture: a partnership between companies for a specific activity 

Multinational corporation (MNC): a firm with many operations and marketing activities outside its home country 

Global business strategy: the offering of a standardized worldwide product and the selling of it in basically the same way throughout a firm’s domestic and foreign markets 

Multi-domestic strategy: a plan to develop and market products to serve different needs and tastes in separate national markets 

Chapter 5- Forms of Business Ownership and Organization 

Small or independent business with fewer than 100 employees and revenues less then 2 million 
Homebased, firms operated from the residence of the business owner 

Business plan: a formal documentary that details a company’s goals. Methods and standards 

Business Development Bank of Canada (BDC)* 
 
Business Incubator: a local program designed to provide low-cost shared business facilities to small start-up companies 

Venture capital: money invested in a business by another business or a group of individuals in return for ownership share 

Franchise and franchisor: the individual or business firm purchasing a franchise, the firm whose products are sold to customers by the franchise 

Sole proprietorship: a business ownership in which sole proprietor’s status as an individual is not legally separate from his or her status as a business owner 

Partnership: an association of two or more persons who operate a business as co-owners by voluntary legal agreement 

Corporation: a legal organization with assets and liabilities separate from the assets and liabilities of its owners 
Not-for-profits: organizations whose goals do not include pursuing a profit 

Shareholders: owners of a corporation as a result of their purchase of shares in the corporation

Shares:
· Preferred: shares that give owners limited voting rights and the right to receive dividend or assets before owners of common shares  
· Common: shares that give owners voting rights but only residual claims to the firm’s assets and income distributions 

Chapter 6 – Starting Your Own Business: The Entrepreneurship Alternative 

Entrepreneur:
· Social: person who seeks societal problems and uses business principles to develop new solutions 
· Classic: a person who sees a business opportunity and sets aside resources to gain access in that market 
· Serial: a person who starts one business runs it and then starts and runs more businesses 
· Lifestyle: person who starts a business to reduce work hours and creates a more relaxed lifestyle 

Seed Capital: the initial funding needed to launch a new venture 

Debt financing: borrowed funds that entrepreneurs must repay 

Equity financing: funds invested in new ventures in exchange for part ownership 

Venture capitalists: business firms or groups of individuals that invest in new and growing firms in exchange for an ownership share 

Angel investors: wealthy individuals who invest directly in a new venture in exchange for equity stake 
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