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R seavemy Introduction (CH 1) &

This topic details the Business Environment with:

1- Nature of business, external environments of
business and its effect on the success or failure of
organizations.

2- Global economic systems
3- Demand and supply and degrees of competition.

4- Factors used to evaluate the performance of an
economic system. 1, il 035 5 plad e o 1 e ) Jlae 1 sy e e
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This topic explores also the global context of
buSiness by: % orduedl el o i sl 1 iy

1- Discussing the rise of international business

2- Explaining how differences in import—export
balances and exchange rates.

3- Selecting the appropriate levels of international
involvement and international organizational
structure. | 33 Jlac ) g ALl
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The Concept of Business and Profit

Business

Organization that provides goods or services to earn
profits

Profits

Difference between a business’s revenues and its
expenses
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The External Environment of Business

External Environment
Everything outside an organization’s boundaries that
might affect it. s is
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Dimensions of the External Environment
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The External Environments of Business (1 of 3)

1. Domestic Business Environment :
The environment in which a firm conducts operations
and derives revenues.

1. Global Business Environment:
International forces that affect a business and
includes international trade agreements,
international economic conditions, and political
unrest, o oevis
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The External Environments of Business (2 of 3)

3. Technological Environment:
ways by which firms create value for their
constituents.

4. Political-Legal Environment:
The relationship between business and government.

Ao sl S A5 3
Lennll e Sl (3185 DA (e ) (3 5kl

A sl 5 dpnland) A0l 4
A sSall s Jlac Y1 gy 4830l

Copyright © 2017 Pearson Education, Ltd.



=
%ATADEMY Juas S A JAY) i)

The External Environments of Business (3 of 3)

5. Sociocultural Environment:
Includes the customs mores, values, and
demographic characteristics of the society and
determines the business standards that a society is

likely to value and accept.
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6. The Economic Environment:
Includes relevant conditions that exist in the

economic system in which a company operates.
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Economic Systems:
A nation’s system for allocating its resources among

its citizens, both individuals and organizations.
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Factors of Production

A basic difference between economic systems is the
way in which a system manages its factors of
production, the resources that a country’s businesses
use to produce goods and services.
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Factors of Production (1 of 2)

1. Labor (Human Resources) includes the physical and
intellectual contributions people make while engaged in
economic production and is also called human resources or

human capital.

2. Capital is the term used to describe_the financial resources

needed to operate a business.

3. An Entrepreneur is a person who accepts the risks and
opportunities entailed in creating and operating a new
business venture.
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Factors of Production (2 of 2)

4. Physical resources - tangible things that
organizations use to conduct their business and include
natural resources and raw materials

5. Information resources - data and other information
used by businesses and include market forecasts, the
specialized knowledge of people, and economic data
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Types of Economic Systems

1. Planned ] 2. Market
3. Mixed market
Economy L 5 3 Economy
Lhadl alai@yi 1 Bl Slatdl 2

Planned economies vy Market economies s <

the factors of production the ownership of both the
and all businesses are factors of production and
owned or controlled by the businesses themselves is

Sl pan s gAY Jal g

government. <L TUICTEL private  csiciscson s

In reality, most systems fall between these extremes.
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Types of Economic Systems (1 of 3)

Aty WL g1 i

1- Planned Economy ==
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An economy that relies on a centralized government to
control all or most factors of production and to make all

lucti | allocation decisi

1.1 Communism is a political system in which the
government owns and operates all factors of production

ZUY ol se guen i g Ao sSal) 4 g ailpes ol 8 e gul) 1.1

2.1 Socialism is a planned economic system in which the
government owns and operates only selected major
sources of production =95 et oo iuss distin it i o b 21
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Types of Economic Systems (2 of 3)

2. Market economy sz 2

Individual producers and consumers control production
and allocation by creating combinations of supply
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2.1 Capitalism is a system that sanctions the private
ownership of the factors of production and encourages
entrepreneurship by offering profits as an incentive
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3.Mixed market economy w3

Features characteristics of both planned and market
economies.

The People’s Republic of China is moving towards a mixed market

economy.
.G o) Cilaliaid) g Adaladall Chlabaidy) (e JS (atlads el

Privatization is a process of converting government
enterprises into privately owned companies.
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Demand and Supply in a Market Economy

Demand

The willingness and ability of buyers to purchase a
product (a good or a service)

Supply
The willingness and ability of producers to offer a good
or service for sale
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Surpluses and Shortages

Surplus

A situation in which quantity supplied exceeds
quantity demanded

Shortage

A situation in which quantity demanded exceeds
quantity supplied ..
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Degrees of Competition

Perfect Competition

For perfect competition to exist, two conditions must prevail:

1. all firms in an industry must be small
2. the number of firms in the industry must be large.

These two conditions reflect four principles:

1.The products of each firm are so similar that buyers view them as identical to
those of other firms.

2. Both buyers and sellers know the prices that others are paying and receiving
in the marketplace.

3.Because each firm is small, it is easy for firms to enter or leave the market.

4.Going prices are set exclusively by supply and demand and accepted by both
sellers and buyers.

Examples: Agricultural Market or local Farmers Market
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Degrees of Competition

market or industry characterized by numerous buyers
and relatively numerous sellers trying to differentiate
their products from those of competitors.

Example: Coke Vs. Pepsi

Cpedliall cilaiia oo agilatie sl Galslay Cudl) Ol e Lot S 230 5 (i) e S d3e 3 ga g0 aciidelia ol (Bom

A, Adlial)
Monopolistic
Competition

Market or industry characterized by a handful of
(generally large) sellers with the power to influence
the prices of their products.

Example: Apple iOS and Google Android

alal) Hl<ia

Oligopoly
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Degrees of Competition

Market or industry in which there is only one
producer that can therefore set the prices of its
Products. i e s aisy ki sy giia 1o o 8 delicl i G5

Example: Web Search-Google

ial

Industry in which one company can most efficiently
supply all needed goods or services.
Example: Railways
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Natural Monopoly |Monopoly
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egrees of Competition (cont.)

a_)..pu\‘\s.aa 414l JLS.\A‘ JLS.\A\
Characteristic P.C* M.C** Oligopoly | Monopoly
Example * Locaélw " Stationery store | Steel Public utility
sl g5 R . . - s
farmer Rl Al e industry e Gl
Number of competitors | Many Many, but fewer | Few None
“rdlial) 22 )-‘ﬁ . % d:\ﬁ \
- thanin P.CT , . . . =)y
Ease of entry into Relatively | Fairly easy Difficult Regulated by
industry “ios s e easy b deof L den e government
Similarity of goods or Identical | Similar Can be No directly
services offered by Gl adlia similar or | competing
competing firms different | goods or
Adlial) S ) Lgani Sl cilaaal) ol aludl aglis Ll Ailae 055 o oSy SerV|CeS
il J€ i clara S alua iy
Level of control over None Some Some Considerable
price by individual firms | =iV e o= i
L0808 AN Jd e e e 3] (5 sl
*P.C = Perfect Competition LS il

**M.C= Monopolistic Competition

A\ Y) Al

USING P.C OR M.C WITHOUT THE FULL NAME OF THE COMPETITION DEGREE IS NOT ACCEPTABLE IN THE EXAM
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USING P.C OR M.C WITHOUT THE FULL NAME
OF THE COMPETITION DEGREE IS NOT
ACCEPTABLE IN THE EXAM
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Economic Indicators

Economic indicators:

Statistics that show whether an economic system
is strengthening, weakening, or remaining stable.

Help assess the performance of an economy.
LBy sl
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Economic Indicators (Cont)

1. Standard of living:

The total quantity and quality of goods and services

that they can purchase with the currency used in their
economic system.

2. Gross domestic product (GDP):

Refers to the total value of all goods and services

produced within a given period by a national economy
through domestic factors of production.
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Economic Indicators (Cont)

3. Productivity:

Measure of economic growth that compares how

much a system produces with the resources needed
to produce it.
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Economic Stability
. Stability:
Condition in which the amount of money available
in an economic system and the quantity of goods

and services produced in it are growing at about
the same rate.

. Inflation:

Occurs when widespread price increases occur
throughout an economic system.
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Economic Stability (2 of 2)
. Unemployment:

The level of joblessness among people actively
seeking work in an economic system.

o AL
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. Recession:

A period during which aggregate output, as
measured by GDP, declines. "5 L i ie o s e s 0 s

. Depression:

A prolonged and deep recession. . .
(Gaee 5 dash 2K,
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Understanding the Global
Context of Business (ch4)
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The Contemporary Global Economy

o . AP
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process by which the world economy is becoming
a single interdependent system

. Import

product made or grown abroad but sold
domestically 0w e
. Export

product made or grown domestically but shipped
and sold abroad - >
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The Contemporary Global Economy (cont.)

Governments and businesses are more aware of the
benefits of globalization to businesses and
shareholders.

* New technologies have made international travel
communication, and commerce faster and
cheaper than ever.

 Sometimes a firm must expand into foreign
markets simply to keep up with competitors.
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International Trade

economists use two measures to decide whether an
overall balance between imports and exports:
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1. Balance of Trade

economic value of all products a country exports
minus the economic value of all products it imports

ol ol el 1
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e Trade Deficit
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situation in which a country’s imports exceed its

exports, creating a negative balance of trade.
® Trade Surplus - o=
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situation in which a country’s exports exceed its
imports, creating a positive balance of trade.
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International Trade (cont.)

2. Balance of Payments:
Flow of all money into or out of a country.

:le daall o)) e 2
AUz 5 Jal 1 seY) auea 30

The balance of imports and exports between two
countries is affected by the rate of exchange between
their currencies. e oot st g sbil ol o s

. Exchange Rates:

Rate at which the currency of one nation can be

exchanged for the currency of another nation.
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Levels of International Involvement

1. Exporters and Importers: . ..o

. Exporters:
An exporter makes products in one country to
distribute and sell in others.
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An importer buys products in foreign markets and

brings them home for resale.
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Both conduct most of their business in their home
nations. AlaY) Lagilaly 8 Lagllac | ki () 3 Laa SIS
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Levels of International Involvement

2. International Firm:

firm that conducts a significant portion of its
business in foreign countries

3. Multinational Firm:

firm that designs, produces, and markets products
In Mmany nations
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International Organization Structures i i.mm gag

Independent
Agents
O sliiall ¢S )

Licensing
Arrangement

o il

arrangement in which foreign individual or
organization that agrees to represent an
exporter’s interests
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arrangement in which firms choose foreign
individuals or organizations to manufacture or
market their products in another country
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International Organization Structures s s de

Strategic
Alliance

o)yl Callas

Branch Office

= A CiSa

Foreign Direct
Investment
(FDI)

Sl ) iy

arrangement in which a company finds a foreign
partner to contribute approximately half of the
resources needed to establish and operate a
new business in the partner’s country - also

o s Aaaluaall Uinl (&) 55 48 501 48 a3 531 i il

called joint venture. s eisgss das, day i ) G
A yigall g g piall Wl canys - byl ol &

foreign office set up by an international or
multinational firm s Jusicosdal gl o

Arrangement in which a firm buys or establishes
tangible assets in another country
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