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In the early days of television, there was a program called “You Asked For It.”
Even then good businesspeople knew that the way to win customers was to
give them what they wanted. And now that businesses are in the midst of a
customer-driven revolution, what better way for business textbook authors to
win customers than by asking them what they want and then giving it to
them. That'’s what we did as we developed the fourth edition of Understanding
Business. We asked and you answered.

This new edition of Understanding Business is the most customer-driven
text on the market. In the process of developing this edition, we met with
dozens of Introduction to Business instructors from around the country in
intensive focus group sessions, These instructors told us what they liked and
didn’t like about their current texts and what they wanted to see in our new
edition. We also sent detailed surveys to many of the nation’s Intro instruc-
tors. Remarkably, almost two hundred were returned with specific recom-
mendations concerning what you expect in an Intro text.

We didn'’t stop at instructors as we gathered information. We met with
several focus groups of end customers—students. We visited classrooms and
talked to students about the strengths and weaknesses of their current texts.
We found that students are not shy when you ask them what they think of the
value of their texts!

The recommendations from instructors and the input from students in
over 500 schools have all been compiled, reviewed, integrated, and in effect,
have guided the development of the Fourth Edition. The results of this
research not only determined which concepts and topics we covered, but the
amount of space that we allocated to each, which concepts were integrated
throughout the text, and which were segregated into separate chapters. Here
are a few of the major changes.

YOU ASKED FOR IT: CURRENT ISSUES THAT REFLECT
THE CHANGING BUSINESS ENVIRONMENT

LR = N N BN

One of our major efforts was to keep the text the most current on the market.
To do that, we added new material right up until publication time! Current
issues in this edition include:

Focus on the customer.

Diversity and multiculturalism in the workplace.
Technology.

Self-managed teams.

Integrated marketing.

Cross-functional cooperation among departments.
Strategic alliances.

Empowerment of employees.

QOutsourcing.
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Narrowcasting.

Limited liability companies.
Competitive benchmarking.

Internet.

Integrated marketing communication.
Mass communications.

Infomercials.

Interactive television.

Virtual banking.

Efficient consumer response.
Reengineering.

Downsizing.

Relationship marketing.

Online computer services.
Globalization.

Trade alliances: GATT, NAFTA, EU, etc.
Small business networking.

Inverted organizations.

Lean manufacturing.

Home-based work and businesses.

Some of these topics, such as teams, quality, small business, and pleasing
customers, are so important that you advised us and we agreed that coverage
should not be segregated into separate, distinct chapters. Instead, we continu-
ously integrated their discussion throughout the text. Let’s use a story to illus-
trate the importance and advantages of concept integration. Picture a piece of
cake. When you eat the cake you can't see or taste the egg that is in it, but you
know that it holds everything together, makes it moist, more palatable. As
important as the egg is to the success of the cake’s recipe, the integration of
key concepts is to the success of a business course. Think about it. Would you
serve your students a piece of dry, falling-apart cake with some egg on the
side? Chances are they’ll pass on the cake, and they won'’t ask for the recipe!
Well, we've thoroughly blended the following concepts throughout the Fourth
Edition, and it makes for a winning recipe:

Pleasing customers.
Teams.

Quality.

Small business.
Technology.

Cultural diversity.

Change as a constant force.

+s« YOU ASKED FORIT: A SHORTER TEXT .-

Everyone wants to cover the entire text, but who has the time? Of course,
each of us has chapters we drop to give us time to cover our pet topics in
more detail. Since these chapters vary from instructor to instructor, it was
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difficult to cut complete chapters. However, there were some topics that the
great majority of you said should be saved for later courses, moved to appen-
dixes, or condensed. As a result of this feedback the following major changes

were made:

® The two economics chapters in the third edition were condensed into
a single chapter: Chapter 2—Understanding Global and Domestic
Economics.

e The three chapters on business formation were condensed into two:
Chapter 5—Owning a Business and Chapter 6—Entrepreneurship and
the Challenge of Starting a Small Business.

® The chapter on management tools (computers) was replaced with
a discussion of managing information and driving on the infor-
mation superhighway in Chapter 17—Using Technology to Manage
Information,

® The material on financial ratios was moved into Chapter 18—
Understanding Financial Information and Accounting.

® Part of the material from the chapter on risk management was
integrated within the text and other topics were moved to an end-of-
book appendix.

® Coverage of business law was moved out of the chapter on ethics and
into an Appendix: Working within the Legal Environment of Business.
In addition and new to this edition, Legal Briefcase boxes, each cov-
ering a single issue, have been added to most chapters.

e The appendix on personal financial planning became Chapter 22—
Developing and Managing Your Personal Finances.

These and other changes resulted in a more efficient text with 15 per-
cent fewer pages than the previous edition without losing the personal,
interactive tone. Detailed explanations of these changes can be found in the

Instructor’s Manual.

2l OBAL EMPHASIS
THE TEXT

YOU ASKED FOR
EARLIER

We all know the importance of understanding the global economy. In previous
editions, we chose to introduce global concepts early, integrate them through-
out the book, and summarize specific global issues in the last chapter. Most of
you applauded the integration of global topics, but indicated you would like to
cover the global chapter sooner. We heard you and moved the material up to
Chapter 3—Competing in Global Markets.

YOU ASKED FOR IT: EAREIER ETHICS DISCUSSION
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Again, you were pleased with the ethics coverage, but wanted to see it ear-
lier in the text. Chapter 4, now titled Demonstrating Ethical Behavior and
Social Responsibility, satisfies this recommendation, while we continue to
integrate the topic throughout the text with chapter boxes entitled “Making
Ethical Decisions.”
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m
YOU ASKED FORIT: MANAGEW%NT BEFORE MARKETING

As businesses in the 1990s focus on the customer more and more, we con-
tinue to hold that marketing is at the center of all business activities. It was
this philosophy that led to presenting the marketing chapters before manage-
ment in our previous editions., Then why switch the management chapters
before marketing in this edition? The easy explanation is that the vast major-
ity of you told us to. The complex explanation deals with what is happening in
business today.

As the lines between functions blur, focusing on customers has become
the responsibility of all employees, not just those in the marketing depart-
ment. Businesses are changing the way they are organized in order to beat the
competition in satisfying the needs of their customers. This is evident in the
cross-functional teams that are replacing line and staff in many organizations.
Understanding these changes and concepts in the marketing chapters requires
an understanding of the new relationships and principles presented in the
management chapters.

YOU ASKED FOR IT: EMP ON CRITICAL THINKING

LR SR S BN

Education is a social process . . . Education is growth . . . Education is not
a preparation for life; education is life itself.

John Dewey
I have never let my schooling interfere with my education.

Mark Twain

“Education is life itself.” This is even more true today than it was in Dewey’s
day. The volume and speed of changes in today’s world require that continuous
education be an integral part of each of our lives. We cannot tell our students as
we hand them their degrees, “Here, now you know all you need to know.” Even
if we were successful in teaching them what we thought they needed to know,
much of it will be obsolete before their diplomas are framed. The best way that
we can make sure that our students’ schooling doesn’t interfere with their edu-
cation is to teach them how to learn, how to think, how to analyze and question.

Helping students learn how to think is what Understanding Business,
Fourth Edition, strives to do. The design of the text and the accompanying
instructional materials are based on learning principles that put the responsi-
bility for learning where it belongs—on the students’ shoulders.

SECRETARY’S COM ON ON ACHIEVING
NECESSARY SEJILLS (SCANS)

The Secretary of Labor appointed a commission, the Secretary’s Commission
on Achieving Necessary Skills (SCANS), to identify the skills people need to
succeed in the workplace. SCANS’ fundamental purpose is to encourage a
high-performance economy characterized by high-skill, high-wage employ-
ment. The commission’s message to educators is this: Help your students con-
nect what they learn in class to the world outside.
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To help educators prepare their students for the workplace, SCANS identi-
 fied five workplace competencies that should be taught: (1) Resources—ability
to allocate time, money, materials, space, and staff; (2) Interpersonal skills—
ability to work on teams, teach others, serve customers, lead, negotiate, and
work well with people from culturally diverse backgrounds; (3) Information—
ability to acquire and evaluate data, organize and maintain files, interpret and
communicate, and use computers to process information; (4) Systems—under-
standing of social, organizational, and technological systems; ability to moni-
tor and correct performance and to design or improve systems; and
(5) Technology-—ability to select equipment and tools, apply technology to spe-
cific tasks, and maintain and troubleshoot equipment. The pedagogical tools in
the text and package are designed to facilitate these SCANS competencies.
Here are the major pedagogical devices used in the text.

® Learning Goals. Tied directly to the summaries at the end of the
chapter and to the test questions, these learning goals help students
preview what they are supposed to know after reading the chapter,
and then test that knowledge by answering the questions in the sum-
mary. The study guide is also closely linked to the learning goals as
part of the total integrated teaching, learning, and testing system.

® Opening Profiles. Each chapter begins with a profile of a person
whose career illustrates an important point covered in the chapter.
Not all the personalities are famous since many of them work
in small businesses and nonprofit organizations. These profiles pro-
vide a transition between chapters and a good introduction to the
text material.

® Progress Checks. Throughout the chapters there are Progress
Checks that ask students to remember what they have just read. If stu-
dents are not understanding and retaining the material, the Progress
Checks will stop them and show them that they need to review before
proceeding. We have all experienced times when we were studying
and our minds wandered. Progress Checks are a great tool to prevent
that from happening for more than a few pages.

e Critical Thinking Questions. These new and unique inserts, found
throughout each chapter, ask students to pause and think about how
the material they are reading applies to their own lives. This device is
an excellent tool for linking the text material to the student’s past
experience to enhance retention. It greatly increases student involve-
ment in the text and course as recommended by SCANS.

e Boxes. Each chapter includes boxed inserts that apply the chapter
concepts to particular themes, including small business, entrepre-
neurship, business law, making ethical decisions, and global busi-
ness. Although examples of such topics are integrated throughout
the text, these boxes highlight the application in a particular area.
The entrepreneurship boxes, new to this edition, were developed in
cooperation with Entrepreneur magazine. The ethics boxes, entitled
“Making Ethical Decisions,” pose questions that require students to
evaluate their own ethical behavior as recommended by SCANS.

® Key Terms. Key terms are developed and reinforced through a
three-tiered system. They are-introduced in boldface, repeated and
defined in the margin, listed at the end of each chapter with page ref-
erences, and defined in a glossary at the end of the text.

® Cross-Reference System. This system, unique to our text and new

to this edition, refers students back to the primary discussion and
examples of key concepts. An icon and specific page reference appear
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each time a key concept occurs in a chapter subsequent to its original
discussion. This allows students to quickly review that concept (if nec-
essary) and improve their comprehension of the material. It eliminates
the need to continuously revisit and restate key concepts, reducing
overall text length. Students participating in our focus groups ranked
this learning/study tool first in utility from more than 20 different aids.

Photo and Illustration Essays. Each photo and illustration in the text
is accompanied by a short paragraph that shows the relevance of the
visual to the material in the text. The accompanying descriptions help
the student understand what is being shown in the graphic and how it
applies to the text. In order to enhance their pedagogical value, many
of these photos were commissioned specifically for use in this edition.

Interactive Summaries. The end-of-chapter summaries are directly
tied with the learning goals and are written in a unique question and
answer format. Answering the questions and getting immediate feed-
back helps prepare students for quizzes and exams. The students in
our focus groups were extremely positive about this format.

Developing Workplace Skills. New to this edition are Developing
Workplace Skills activities designed to increase student involvement
in the learning process. Some of these miniprojects require library
work, but many of them involve talking with people to obtain their
reactions and advice on certain subjects. Students then come to class
better prepared to discuss the topics at hand. These assignments can
be divided among groups of students so they can learn a great deal
from outside sources and about teamwork without any one student
having to do too much work. These are the type of learning experi-
ences that facilitate the SCANS competencies.

Practice Cases. Each chapter concludes with a short case to allow
students to practice managerial decision making. They are intention-
ally brief and meant to be discussion starters rather than take up the
entire class period. The answers to the cases are in the instructor’s
manual. Again these examples of real-world problem solving will help
students achieve the SCANS competencies.

Video Cases. New to this edition are video cases for each chapter.
These are placed at the end of the chapter and are optional as assign-
ments. They feature companies, processes, practices, and managers
that highlight and bring to life the key concepts, and especially the
themes of the Fourth Edition. Highlighted companies, managers, and
topics include accessing and using the Internet, Checkers and La-Van
Hawkins, St. Louis Bread Company, Big Apple Bagels, Tellabs, Nike,
and Coca-Cola. In their report, SCANS stated that video and multime-
dia materials are essential to creating the realistic contexts in which
the competencies are used. Most segments are 8 to 15 minutes in
length and are suitable for classroom, home, or lab viewing. Detailed
notes regarding content, running time, suggestions for use, and ques-
tions are included in the instructor’s material.

YOU ASKED FOR IT: MORE EMPHASIS ON CAREERS

Our student focus group recommended that we give more emphasis to infor-
mation about potential careers. In response to this request, and new to the
Fourth Edition, are unique career portfolios at the end of each part.
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Each portfolio includes a vignette which profiles the career development
of a recent college student. They also include charts of specific careers includ-
ing titles, job descriptions, requirements, potential earnings, responsibilities,
and future growth possibilities.

YOU ASKED FOR IT: INSFRUCTIONAL MATERIALS
THAT ARE ACCURATE AND EASY TO USE

Perhaps it is because we use these materials in our own classrooms that we
were so meticulous with their preparation. Jim teaches traditional-size
classes of 30-50 students in an urban community college, and Bill teaches
large classes of 250 in lecture halls in a four-year institution. As a result, every-
thing in the Fourth Edition is designed to help instructors be more effective
and make this course more practical and interesting for students. No intro-
ductory business text package is as market responsive, easy to use, and fully
integrated as this one. To accomplish this integration, the authors designed
and contributed to the instructor’s manual, test bank, and computer software.
They also prepared the new acetates and the accompanying annotations and
notes. The other supplements were prepared by outstanding practitioners
who used the materials in their own classes.

In addition to the text, the integrated teaching and testing system
includes: Instructor’s Manual, Electronic Instructor’s Manual, Annotated
Instructor’s Edition, Test Bank, Computest 4, Teletest, Study Guide,
Interactive Computerized Tutorial, Color Overhead Transparency Acetates,
Transparency Masters, Videos, Videodisc, and other useful instructional tools.

KEY SUPPLEMENTS

Instructor’s Manual All material in the Instructor’s Manual is easy to use
and has been widely praised by new instructors, part-timers, and experienced
educators alike. Many instructors tell us that the IM is a valuable time-saver
that makes them look good in class. The Instructor’s Manual is unique in
its thorough integration with both the text and package. Each chapter
opens with a description of the differences between the third and fourth edi-
tions in order to facilitate the conversion of your own teaching notes to the
new edition.

After a short topic outline of the chapter and listing of the chapter objec-
tives and key terms, you will find a resource checklist with all of the supple-
ments that correspond to each chapter. Consequently, there is no need to flip
through half a dozen sources to find which supplementary materials are avail-
able for each chapter.

To make the system even easier to use, the detailed lecture outline con-
tains marginal notes recommending where to use acetates, supplementary
cases, lecture enhancers, and critical thinking exercises. Space is also avail-
able to add personal notes of your own so that they too may be integrated into
the system.

Each chapter contains lecture enhancers—short article summaries that pro-
vide additional examples—allowing you to implement the latest business and
social issues. Supplementary cases, similar to those in the text, are provided for
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each chapter for use as outside assignments and/or classroom discussions.
The critical thinking exercises require students to analyze and apply chapter
concepts, a tremendous aid in getting students more involved in the learning
process as recommended by SCANS. The Instructor's Manual has been
revised and reformatted by Gayle Ross, based on feedback from three sepa-

rate focus groups.

Electronic Instructor’s Manual The lecture outline in the Instructor’s
Manual is available in WordPerfect or ASCII files so you can modify it to fit
your own teaching style. Using this disk and your word processor, you can
customize the instructor’s manual by integrating your own unique notes to
the lecture outline.

Annotated Instructor’s Edition New to this edition, the AIE is a reproduc-
tion of the student edition of the text with the addition of marginal notes that
suggest where to use various instructional tools such as the overhead trans-
parencies, supplementary cases, and lecture enhancers. It also identifies the
activities that facilitate the SCANS competencies.

Test Bank This part of our Integrated Teaching and Testing System always
receives more attention than the rest. We're keenly aware that the success of
your course depends on tests that are comprehensive and fair, and we have
provided questions that measure recall and require students to apply the
material to real-world situations.

The Nickels/McHugh/McHugh Test Bank is hke no other on the mar-
ket. It is designed to test three levels of learning.

1. Knowledge of key terms.
2. Understanding of concepts and principles.
3. Application of principles.

A rationale for the correct answer and the corresponding text page add to
the uniqueness of our 4,000-question Test Bank.

Another helpful tool is our unique “Test Table.” This chart helps you
develop balanced tests by quickly identifying items according to objective and
level of learning.

For the ultimate in ease, each chapter concludes with a Quick Quiz.
These 10-item tests are ready for reproduction and distribution for testing or
for outside assignments. The Test Bank was revised by the very capable team
of Dennis Shannon and Jim McGowen of Belleville Area College. To assure
clarity and accuracy, the Test Bank was reviewed by the text authors and
Donald White of Prince George's Community College.

Computest 4 The Test Bank also comes in a computerized version. This
enhanced test-generation software allows users to add and edit questions;
save and reload multiple test versions; select questions based on type, diffi-
culty, or key word; and utilize password protection. It supports over 250 print-
ers; links graphics, tables, and text to a series of questions; supports
numerous graphics including special characters, complex equations, sub-
scripts, superscripts, bolds, underlines, and italics; and can run on a network.
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Teletest For those who prefer not to use the computerized test-generator,
Irwin provides the Teletest Service. Using a toll-free phone number, the instruc-
tor can order an exam prepared from the Understanding Business Test Bank. A
master copy of the exam, with answer key, is sent first class mail the same day it
is requested. Fax is also available within 30 minutes of the request.

Study Guide The Study Guide to Understanding Business, written by
Barbara Barrett of St. Louis Community College/Meramec, is not merely a
synopsis of the text or a collection of multiple choice questions. The exercises
contain various forms of open-ended questions that require the student to
write out his or her personal grasp of the material. It is not an easy study
guide; it is an effective one that demands active participation. If your students
use this guide, they will be fully prepared for class discussions and exams. It
has been reviewed by several instructors for accuracy and utility.

Videotapes See previous description under Videocases.

Overhead Transparency Acetates Two hundred color acetates, none of which
reproduce textual exhibits, augment the concepts and examples presented in
the text. These acetates enable you to illustrate your lectures with colorful
visual aids. Detailed annotations regarding content and suggested uses for each
acetate are found on the acetate divider sheets and in the Instructor’s Manual.

Transparency Masters In addition to the acetates, all important charts,
graphs, and tables in the text are reproduced as transparency masters for your
easy use in the classroom.

NEW Technologies Several new elements are being introduced to our cadre
of market-driven supplements. These include:

Classroom Presentation Software Using Microsoft PowerPoint with
Electronic Lecture Notes. Over 200 electronic “slides” keyed to the text.
These slides can be modified with PowerPoint. Accompanying lecture
notes are available for Windows and DOS word processors.

McNick Plus for Windows. A self-contained interactive tutorial based on
setting up a small business venture. Introductory scenarios are followed
by guided gquestions (feedback is provided for all answers).

Business Plan Templates. Word processing templates designed for pop-
ular Windows-based word processors carefully guide students through the
necessary steps to develop a business plan.

CD-ROM Case Analysis Software. An interactive CD-ROM product con-
taining video cases and self-directed study questions.

Business Simulation (Union Pacific). An interactive CD-ROM from
Allen Communications, which guides the students through the decision-
making process in running a business (the Union Pacific Railroad).

Instructor’s Orientation Video. Preparing for a course with a new
text can be time-consuming for even the most experienced instructor
and often overwhelming for part-time instructors scheduled on short
notice. Tn response to your feedback and in an effort to ease the transi-
tion and to introduce the features of the text and package as quickly as
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possible, we have prepared for this edition an orientation video that walks
you through each of the various elements, with our suggestions as to
when and how instructors can use them.

We are proud of the text and the integrated teaching and testing system
that you have helped us develop over the years. The many accolades from
loyal text and supplements users are gratifying and rewarding. We continue to
strive to provide the strongest instructional package to help you support the
text in the classroom. Our goal is to join you in ensuring that, indeed, your
students’ schooling does not interfere with their education. After all, you
asked for it!

Bill Nickels
Jim McHugh
Susan McHugh
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Four separate groups of reviewers agreed to give us intensive recommen-
dations by meeting with us in focus groups. Two of these groups even braved
bitter Chicago snowstorms to help us. We hope this text, the reflection of
their suggestions, in some way repays them for their efforts. Members of the

Fourth Edition focus groups include:
Harold Babson, Columbus State
Community College

Xenia Balabkins, Middlesex
Community College

John Balek, Morton College

Carol Bibly, Triton College

Jim Boeger, Rock Valley College

Willie Caldwell, Houston Community
College

Sandra Cece, Triton College

Allen Coon, Robert Morris College

Al Fabian, IVY Tech

John Foster, Montgomery College
Bernette Glover, Olive Harvey College
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It was our honor to receive direct input from a very special group of

users—students. These introduction to business students gave up their time to
visit with us in a day-long session in order to help us better meet the needs of
students that will follow them. We thank the following for sharing their ideas
and course experiences:

Carol Griesbach, Rock Valley
Community College

Leslie Hanson, Moraine Valley Technology

Community College Kevis Smith, Olive Harvey College
Ken Kuh, Moraine Valley Community  pDonna Wendling, Elgin Community
College College

Tom Martin, Harper College
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Approximately 200 instructors, both adopters and nonadopters alike, from
around the country agreed to complete a comprehensive questionnaire as a
way of telling us what they would like to see in an Intro text and supplements
package. Their collective advice was critical to our decision-making for this
edition. Respondents include:

Dennis G. Allen, Grand Rapids Muskigan Area Technical College,
Community College, Larry Arp, Lorraine Bassette, Prince George’s
University of Southern Indiana, Doug  Community College, Jade Beavers,
Ashby, Lewis & Clark Community Jeferson State Community College,
College, Hal Babson, Columbus State  Dean Bittick, East Central College,
Community College, Xenia Balabkins, Mary Jo Boehms, Jackson State
Middlesex Community College, Community College, John Bowdidge,
Michael Baldigo, Sonoma State Southwest Missouri State University,
University, John Balek, Morton Debbie Brown, Santa Fe Community
College, Barbara Barrett, St. Louis College, Joseph Brum, Fayetteville
Community College, Richard Bartlett, Technical Community College,



