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Business: 2005 and beyond


Learning Goal 1:  Distinguish between business and not-for-profit organizations and identify the factors of production.

Key Terms:

Business
Profits
Not-for-profit organizations
Factors of production

Class Discussion Notes:

1. What is business?

a. Business consists of all profit-seeking activities and enterprises that provide goods necessary to an economic system.

i. Some businesses produce tangible goods.

ii. Other businesses provide services.

iii. Give several local examples of goods producing businesses and service providing businesses.

b. Businesses provide the means through which standards of living improve.

c. The heart of every business endeavor is an exchange between a buyer, who recognizes the need for a good or service, and a seller who receives money for the good or service.

d. Profits are rewards for businesspeople, who take risks in blending people, technology, and information to create and market want-satisfying goods and services.

e. Although the quest for profits is a central focus of business, businesspeople also should recognize their social and ethical responsibilities to employees, customers, suppliers, competitors, government, and the general public.

2. Not-for-profit organizations

a. Businesslike organizations that have primary objectives other than return profits to their owners.

i. Primary objective is public service.

ii. Not-for-profit organizations operate in both the public and private sectors.

iii. They include museums, libraries, trade associations, charitable organizations, colleges and universities, government agencies, and political parties.

b. Revenues come from a variety of sources:

i. Donations.

ii. Memberships.

iii. Grants.

iv. Taxes.

v. Special fund-raising activities.

vi. Pick a local not-for-profit organization (such as a public radio station) and list its sources of revenues.

c. Essential business functions—such as marketing and human resources—are important for not-for-profit organizations; they face many of the same challenges as businesses.

d. Are a major part of the U.S. economy.

i. Over 1.5 million not-for-profit organizations.

ii. Have in excess of $1 trillion in assets.

3. Factors of production

a. Four basic factors of production:  natural resources, capital, human resources, and entrepreneurship.

b. Natural resources

i. Include all productive inputs that are useful in their natural states.

ii. These include agricultural land, building sites, and forests.

c. Capital

i. Includes technology, tools, information, and physical facilities.

ii. Technology is a broad term and includes production lines, basic inventions, and telecommunications.

iii. Money is necessary to acquire, maintain, and upgrade a firm’s capital.

iv. Those who supply capital to firms receive some form of payment.

d. Human resources

i. Include everyone who works.

ii. This category encompasses both the physical labor and the intellectual inputs contributed by workers.

iii. Describe how the success of many businesses—such as drug makers and software firms—is tied to the intellectual inputs of employees.

e. Entrepreneurship

i. The willingness to take risks and to create and operate a business.

ii. An entrepreneur is someone who sees a potentially profitable opportunity and then devises a plan to achieve success in the marketplace.

Learning Goal 2:  Describe the private enterprise system and explain how competition and entrepreneurship contribute to the system.

Key Terms:

	Private enterprise system
Competition

Entrepreneur
	

	
	


Class Discussion Notes:

1. The private enterprise system

a. Economic system that rewards businesses for their ability to perceive and serve the needs and demands of customers.

i. Minimizes government interference in the economic activity.

ii. Businesses that are adept at satisfying customers gain access to necessary factors of production and earn profits.

b. Capitalism

i. Another name for the private enterprise system.

ii. Adam Smith first described the concept of capitalism in 1776.

iii. Smith believed that an economy is best regulated by the invisible hand of competition—the battle among businesses for consumer acceptance.

c. Competitive differentiation

i. The unique combination of organizational abilities and approaches that sets a company apart from its competitors.

ii. To be successful, each firm must find a basis for competition differentiation.

iii. Businesses also face the critical task of keeping up with changes in the marketplace.

2. Basic rights in the private enterprise system

a. Private property

i. Every participant has the right to own, use, buy, sell, and bequeath most forms of property.

ii. This the most basic freedom under the private enterprise system.

b. Profits

i. Business owners are guaranteed, legally and ethically, the right to all profits—after taxes—that they earn on their activities.

ii. Business owners, however, are not assured of earning profits.

c. Freedom of choice

i. System relies on the potential for citizens to choose their own employment, purchases, and investments.

ii. A private enterprise economy maximizes individual human welfare and happiness by providing alternatives.

d. Fair competition

i. The public is allowed to set rules for competitive activity.

ii. Laws prohibit such practices as cutthroat competition, price discrimination, fraud in the financial markets, and deceptive advertising.

3. The entrepreneurship alternative

a. The significance of entrepreneurs

i. One is seven businesses have been operating for less than one year.

ii. New businesses started by entrepreneurs are the source of many of the new jobs each year.

iii. Throughout history, entrepreneurs have created new industries, developed successful business methods, and improved U.S. standing in the global markets.

b. Entrepreneurs find novel ways to use natural resources, technology, and other factors of production.

c. They are also important to existing larger companies by enhancing flexibility, improving innovation, and creating new market opportunities.

Learning Goal 3:  Identify the six ears of business and explain how the relationship era influences contemporary business.

Key Term

Brand

Class Discussion Notes:

1. The colonial period

a. Emphasized agricultural production.

b. Towns were small compared with European cities and functioned as marketplaces.

c. Colonists depended on England for manufactured items as well as financial backing for their young industries.

d. Even after the Revolution, British investors continued to provide much of the financing for developing the U.S. business system well into the 19th Century.

2. The industrial revolution

a. Began in England around 1750 and spread to the U.S. by the middle of the 19th Century.

b. The emphasis shifted from independent, skilled workers who specialized in building products one by one to a factory system that mass-produced items.

i. Productivity was bolstered by the increased use of machines

ii. Production costs fell.

iii. Specialization of labor also improved production efficiency.

3. The age of the industrial entrepreneur

a. Took place during the late 1800s.

b. Advanced the U.S. business system and raised the overall standard of living.

c. Inventors created commercially useful products and production methods.

d. Examples of industrial entrepreneurs include Robert McCormick, Cornelius Vanderbilt, J.P. Morgan, Andrew Carnegie, and John D. Rockefeller.

4. The production era

a. In the early 1900s, demand for manufactured goods increased.

b. Huge, labor-intensive factories dominated U.S. business growth.

c. Ford Motor Company was the first to introduce the assembly line whose use became widespread.

d. Businesses tended to focus on internal processes rather than external influences.

e. Little attention was paid to consumers’ wants or needs.

5. The marketing era

a. The Great Depression put an end to the production era.

i. Consumers would no longer purchase everything that was produced.

ii. Businesses were forced to focus attention on customers and how to sell to them.

b. After the end of the Second World War:

i. Demand for consumer goods exploded.

ii. Consumer choices increased dramatically.

iii. Business competition increased.

iv. Companies began using branding as one approach to market to or reach customers.

6. The relationship era

a. The current era of business.

b. Driven by advances in information technology.

c. The focus is on developing and leveraging relationships for mutually beneficial returns.  These include:

i. Reducing costs by maintaining a loyal customer base.

ii. Improving understanding of the needs of individual customers.

iii. An further enhancement in competitive differentiation.

Learning Goal 4:  Describe how technology is changing the way businesses operate and compete.

Key Terms

Internet
Relationship management
Class Discussion Notes:

1. Technology.

a. Defined as a business application of knowledge based on scientific discoveries, inventions, or innovations.

b. The relationship era is driven by new technologies.

c. Technology can:

i. Streamline production.

ii. Create new opportunities for organizational efficiency.

iii. Lead to whole new industries and new ways of doing business.

2. The Internet

a. Perhaps the most significant technological change in the relationship era.

i. The Internet is a worldwide network of interconnected computers that, within limits, lets anyone with access to a PC or other computing device send and receive images and data anywhere.

ii. The development of the World Wide Web—an interlinked collection of graphically rich information sources within the larger Internet—helped spread Internet usage to individual users.

b. What the Internet means to business.

i. It represents a huge community of prospective customers.

ii. The Internet facilitates direct, interactive relationships between businesses and their customers.

iii. It’s interactive capability also allows businesses to customize their products and communications for individual customers around the world.

3. From transaction management to relationship management

a. Transaction management:  Businesses concentrated on building and promoting products in hopes that enough customers would buy the products and services to cover costs and earn an acceptable profit.

b. Relationship management

i. A collection of activities that build and maintain ongoing, mutually beneficial ties with customers and other parties.

ii. Has become an increasingly desired replacement for the transaction management approach to customers.

iii. Involves gathering knowledge of customer needs and preferences, and applying that understanding to get as close to the customer as possible.

4. Strategic alliances and partnerships

a. Affiliations formed to create competitive advantages for the businesses involved.

b. These affiliations have the shared goal of assisting all partners to achieve a set of common goals.

c. Strategic alliances and partnerships are especially common among retailers such as Home Depot and Wal-Mart.

Learning Goal 5:  Relate the importance of quality and customer satisfaction to efforts to create value for customers.

Key Terms
Quality
Customer satisfaction

Class Discussion Notes:

1. Value

a. Defined as the customer’s perception of the balance between the positive traits of a good or service, and its price.

b. Perception of received value is related to customers’ satisfaction and their willingness to continue their relationship with the seller.

c. Historically being first to market was considered most important.

d. However, evidence now suggests that delivering value is more significant is gaining and maintaining market share.

e. You could use some print advertising examples to illustrate the emphasis firms place on quality today.

2. What determines customers’ value perceptions?

a. Physical product traits, such as durability and reliability.

b. The degree of customer satisfaction as measured by the good or service’s ability to meet or exceed the buyer needs and expectation.

c. For online sales, the ability to protect customer privacy (such as credit card information) is vital.

d. Increases and improvements in technology allow businesses to offer better service, and have resulted in customers coming to expect and demand more from businesses.

e. Make sure students understand that quality and customer satisfaction applies to services as well as tangible goods, and that quality issues are relevant in not-for-profit organizations as well as businesses.

Learning Goal 6:  Explain how productivity affects competitiveness in the global market.

Key Terms:

Productivity

Gross domestic product

Class Discussion Notes:

1. The importance of global markets

a. To remain competitive, companies must continually search for both the most efficient manufacturing sites and the most lucrative markets for their products.

b. Some facts concerning international trade:

i. Expanding at an annual rate of around 3 percent.

ii. U.S. exports of merchandise account for 12 percent of the world’s exports; 18 percent of the world’s service exports come from the U.S.

iii. The four largest trading partners for the U.S. are (in order) Canada, Mexico, Japan, and China.

iv. Eight out of the world’s top rated brands have U.S. origins.

v. Some prominent U.S. firms—such as The Coca-Cola Company and McDonald’s—generate more than half their sales outside the U.S.

2. Global competitiveness

a. Productivity is the key to global competitiveness.

i. Productivity considers all inputs necessary to produce a specific amount of outputs.

ii. Productivity is a widely recognized measure of a company’s efficiency.

iii. The total productivity of a nation is a measure of its economic strength and standard of living.

b. Productivity in the U.S.

i. Grew over the last decade.

ii. Much of the credit for growth goes to investments in technology.

iii. Other countries that have experienced strong productivity growth have also made large investments in information technology.

Learning Goal 7:  Describe the major trends that challenge managers’ skills for managing and developing human resources

Class Discussion Notes:

1. Preparing for changes in the workplace

a. Aging of the population

i. By 2030, the number of Americans who are age 65 or older will more than double.

ii. An aging population presents challenges to both business and society.

iii. Companies that once encouraged early retirement are now developing incentives to keep workers on longer.

b. Shrinking labor pool

i. The future may see shortages of skilled workers.

ii. Immigrants will provide a significant share of the nation’s labor and entrepreneurship.

c. Increasingly diverse workforce.

d. The changing nature of work.

i. Move away from manufacturing to services.

ii. Employers must allow for more job flexibility so employees can meet family and personal needs.

iii. An increase in temporary and part-time employees.

iv. Companies will rely more heavily on outsourcing.

e. The new employer-employee partnership.

i. Employees are less likely to remain with the same employer throughout their careers.

ii. Many employers are trying new types of relationships with employees.

iii. The goal is to create an employer-employee partnership that recognizes and encourages workers’ important contributions to providing value and satisfying customers.

2. Reaping the benefits of diversity

a. Enlightened business leaders recognize the gain they receive from encouraging all of their employees to contribute their unique perspectives, skills, and experiences.

b. Blending individuals of different ethnic backgrounds, cultures, religions, ages, genders, and physical and mental abilities can enrich a firm’s chances of success.

c. Studies have shown that diverse employee teams tend to perform tasks more effectively and develop better solutions to business problems.

d. Practical managers know that attention to diversity issues can help them avoid costly and damaging legal battles.

Learning Goal 8:  Identify the skills that managers need to lead businesses in the new century.
Class Discussion Notes:

1. Importance of vision

a. Vision is the ability to perceive marketplace trends and what an organization must do to satisfy them.

b. The need for vision is not limited to entrepreneurs.

2. Critical thinking and creativity

a. Critical thinking

i. The ability to analyze and assess information in order to pinpoint problems or opportunities.

ii. Involves activities such as determining the authenticity, accuracy, and worth of information, knowledge, and arguments.

iii. Requires looking beneath the surface for deeper meaning and connections.

b. Creativity

i. The capacity to develop novel solutions to perceived organizational problems or opportunities.

ii. Involves being able to see better and different ways of doing business.

iii. Creativity can be fostered by a number of activities.

3. Ability to steer change

a. Must be able to recognize employee strengths and how to motivate people toward common goals.

b. Factors requiring change may be driven by both internal and external factors.

i. External factors include feedback from customers, developments in markets, or new technologies.

ii. Internal factors include new company goals, emerging employee needs, labor-union relations, or production problems.

Learning Goal 9:  Discuss the importance of good business ethics and social responsibility in business decision-making.

Class Discussion Outline:

1. Business ethics and social responsibility

a. Business ethics

i. Refers to the standards of conduct and moral values involving right and wrong actions arising in the work environment.

ii. Most companies do their best to abide by an ethical code of conduct, but occasionally organizations and leaders fall short.  (You may want to list some recent examples.)

iii. Ethical lapses can result in a poor public image, lawsuits, and other expensive problems.

iv. Many companies publish a statement of business ethics.  (One such company mentioned in the chapter is Johnson & Johnson.  You may want to show students the company’s statement of its business ethics and operating philosophy.  It can be found on the firm’s Web site, www.johnsonandjohnson.com.)

b. Social responsibility

i. A management philosophy that highlights the social and economic effects of managerial decisions.

ii. Social responsibility works hand-in-hand with business ethics.

2. What makes a company admired?

a. Publications and organizations publish regular lists of the companies that are the most admired.

b. Factors that people consider include solid profits, stable growth, a safe and challenging work environment, high-quality goods and services, strong business ethics, and social responsibility.
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