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Preface

Enrollments in postsecondary schools of business are at an all-time high. Business
degrees are considered desirable by men and women alike. Standards for admission
to business colleges are often competitively based—and competitive standards are
maintained even after students are admitted to the school of their choice. Other
students graduate from high school, gain work experience, and form their own
businesses. Their background in basic business principles may be woefully weak.
This lack of formal business education adds one more time constraint to the hectic
process of getting their businesses off the ground.

Students of business and young entrepreneurs often lament the fact that they had
not selected a business course in high school. Worse, they might have elected a
business course in high school if they could have found one with a strong business
administration base. Many high schools have Business Principles, Business Manage-
ment, Business Analysis, or similar courses, but teachers have had difficulty finding
an appropriate text. Business in an Information Economy has been written to fill a
void—the need for a text that incorporates economic and technology concepts within
an established base of business administration principles to help prepare students
to study, work, and interact with the business community.

This textbook and its supplements (teacher’s course guide and key, student activity
guide, and test booklet) are part of a program designed to provide factual business
and economic information to help students reach responsible adulthood. The aca-
demic content is relevant and suitably rigorous. But the program does more than
pass on relevant information about business and economic subjects. The selective
use of information briefs, technology features, text illustrations, end-of-chapter and
end-of-unit textbook exercises, and study guide materials, provides the motivation to
students so that they can become involved in American business and economic
activities. The content and activities of the program will be a decided plus as students
begin to cope with life and work in our complex information-driven economy.

Objectives of the Program

The primary purpose of the program is to provide students with a realistic view of
American business within our economic system. Business in an Information Economy
takes a careful look at the ownership of businesses of all sizes. All the functional
areas of business—management, finance and accounting, marketing, human re-
sources, production of goods and services, and information systems—are examined.
Each functional area is placed in an economic and technological context, thereby
giving students a well-rounded portrait of contemporary business. The social and
legal environment of business (taxation, regulation, and ethical considerations) as
well as the global dimensions of business operations are examined in order to
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provide as complete a picture as possible within the framework of a one- or two-

term course.
The second purpose of Business in an Information Economy is to present the
business side of decision making. Business decision making necessarily includes:

Analytical skills

Communication skills
Computer and technology skills
Human relations skills
Problem-solving skills

Resource management skills

These decisions-making skills address business problems as opposed to consumer
problems. Students learn what it takes to make a business successful, what economic
questions face all businesses, how best to organize a business, how a business
manages its finances, what techniques businesses use to market products and services,
and how businesses manage their most important resources—people, materials, and
information.

The third purpose of the program is to address the need to develop critical thinking
skills. Critical thinking skills are necessary to convert data into useful information so
that individuals and organizations can make goal-oriented decisions, These same
skills are also needed to separate facts from opinion, truth from partial truth, and
emotion from rational thinking. Such skills are particularly vital to business decision
makers because they are exposed to a seemingly constant flood of contradictory data
in this era of rapid communication.

In this program, students develop critical thinking skills as they participate in
activities that also build comprehension, interpretation, reading, and communication
skills. For example, each chapter includes case material for student analysis and
interpretation and other end-of-chapter exercises that enable students to demonstrate
critical thinking by reporting—and communicating orally or in writing—findings
from interviews, observations in the business community, outside readings, and
research.

Organization of the Text

Business in an Information Economy is divided into seven units. Unit 1, Business
in America, provides an exciting overview of “why the business of America is busi-
ness.” The first chapter introduces students to the different classifications of business
enterprises, the importance of entrepreneurship, and the role of small business
ownership. A stimulating review of business history follows, adding a distinctive color
and _perspective to today’s business environment. Students learn how and why our
economy has become information-based.

Unit 2, The Economic Environment of Business, includes an extensive discussion
of the basic economic concepts, principles, and practices that move our market
system. The dimension of a global economy enhances the more traditional “rules of
the game.”

Unit 3, Organization and Management of Business, provides a starting point for




the examination of the functional areas of business. A discussion of business struc-
tures, a description of the social and legal environment of business, and an expla-
nation of the role that management plays in all business enterprises prepare the
student for a more detailed look at the functional areas of business which follows.

Units 4 to 7 delve into the specifics of business operations. Chapters 9 to 20
introduce and provide practical advice on finance, accounting, risk management and
insurance, marketing, human resources management, production and operations,
and information systems. Each chapter provides basic terminology, incorporates real-
life examples, and concludes with exercises and case material reflecting the kinds of
problems businesspeople face. The last chapter, “Careers in an Information Economy,”
brings matters down to a more personal level by focusing student attention on career
opportunities in business and the need to begin preparing now—academically and
otherwise—for that day when they become full and active participants in the business
community or the labor market.

Special Features of the Text

Each unit is introduced through a strong visual image and unit objectives. A discussion
of the unit theme sets the stage for the chapters that follow. A mock newspaper or
magazine article, based on real-life business sources, opens each chapter and is
designed to capture the reader’s attention. The situation or concepts introduced in
the article are then expanded in the case study at the end of that chapter. The case
study concludes with questions that require students to utilize analytical, interpreta-
tive, decision-making, and other skills. Similarly, an end-of-unit reading, case study,
or project provides a capstone to each of the text’s seven units.

In each chapter feedback questions or short situations are interspersed among
short reading segments. These questions, which are set off by blue rules, are designed
to pique the students’ interest and help them develop self-analytical skills as they
advance through the chapters. They are also intended to help students deal with
business situations within the affective domain of learning—that is, they often incor-
porate difficult business decisions and choices which have no clear right or wrong
answer. In such cases, one’s values and attitudes may affect the decisions or choices
that one makes. These questions help students recognize the values and attitudes
that might shape their own business viewpoint and have an impact on their own
decision making.

Information Briefs (or Career Briefs in Chapter 20) are liberally interwoven into
the side margins of the text. These briefs have been structured to clarify content,
provide real-life examples of the concepts and practices described in each chapter,
and introduce business media to students. They have been written in a compact
newspaper style for easy reading.

The discussion of the information economy would be incomplete without high-
lighting the role of technology. Thus, each chapter includes a Technology Feature
(Technology in an Information Economy) to illustrate how technology—computers,
compact disks, cellular telephones, and the like—are changing the way business and
work are conducted today.




End-of-Chapter and End-of-Unit Activities

Each chapter and each unit concludes with exercises that enable students to dem-
onstrate learning in various ways and at different levels. The answers to Select Terms
to Know and Review Questions are found directly in the text material. Fundamentally,
they help students demonstrate learning at the recall level.

The Select Ternis to Know exercise is intended to help students build a strong
business vocabulary. Defined terms are highlighted in boldface type throughout the
text. Students may cull the definitions from these boldfaced terms or refer to the
Glossary/Index at the back of the text, which has definitions of over 350 key terms.

Thought and Discussion Questions go beyond the recall and comprehension level
to the application and problem-solving level. Projecis are in-class or out-of-class
activities designed to reinforce critical thinking skills. Most of these activities can be
completed by students individually. However, in some situations students are required
to work together in small teams or groups. In either case, the Projects can serve as
useful tools for bringing “business action” into the classroom.

The Case Study at the end of every chapter develops student learning at the highest
level—analysis and decision making. Each case is crafted from a realistic business
situation. Most of the case study questions relate specifically to the subject matter in
a particular chapter and ask students to make business judgments and decisions
based on informed analysis.

A culminating activity, a Unit Reading, Case Study, or Profect, concludes each unit,
These activities enable students to tie together the learning derived in each chapter
of a given unit, the business and economic fundamentals accumulated throughout
the course, and practical experiences.

Course Supplements

The supplemental Study Guide is a natural extension of the textbook. Terms and
review questions have been turned into helpful objective review questions. Projects
and cases found in the text provide the opportunity for the highest levels of learning.
The study guide continues and expands this theme with all new activities, projects,
and cases. The Test Booklet has been carefully constructed to measure learning
outcomes. Each question is drawn from the text with care and attention to testing
principles and business content.

The Teacher's Manual and Key has been written to guide the teacher in orches-
trating the entire Business in an Information Economy program. It presents the
rationale for a new Business Principles and Management course based on content
that (1) realistically portrays contemporary business and (2) is relevant to the needs
of today’s students. The goals and philosophy for this course are presented. Specific
course outlines and sample lesson plans are also included. General and specific
teaching ideas are outlined for the course and for each chapter. Most important, the
philosophy, background, and answers behind each of the projects, situations, and
cases are provided as practical aids for the relatively new as well as the experienced
teacher.
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Business 1711 America

Information has always been important to business. Business people need
timely and relevant information as a basis for making sound business decisions.
With the very rapid communication systems that exist today for conveying in-
formation, we call this “an information age.”

Before the invention of the telegraph and telephone that helped to introduce
the industrial age, communication systems were linked to, and hindered by, the
speed of transportation systems. It took days, weeks, and sometimes even
months, for vital business information to reach its destination. Today, however,
modern communications and transportation systems and high tech equipment,
such as the computer, make it possible to transmit business information at high
speeds from almost anywhere 24 hours a day. Those who can use and apply
this information wisely may well become the business winners of our informa-
tion age.

- Identify the major classifications and types of business enterprises.
- Describe the contributions that business makes to society.

1

2

3. Assess the role of profit, risk, and planning in business.
4

- Identify the traits and attributes associated with entrepreneurs, and give examples of
business winners and losers.

Trace the nation’s historical progress toward an information economy.




ust about everywhere we look, in town and beyond, we can
find businesses. Without leaving our homes, we can find evi-
dence of business, of commerce and trade, of goods and ser-
vices. The food we eat, the clothes we wear, and most items
we use or see—such as on TV commercials—are products that
some business produced or distributed and sold.

The television set is a product. The entertainment TV pro-
vides and the information that comes to us through that broad-
cast medium are services. Thus TV itself is a business. Country-
western, soul, Latino, and rock singers are in business. The
professional football player is in business. Nearly all business-
people strive to succeed, that is win.

In this chapter you'll learn about business, owners and their
enterprises, and what it takes to win in business.
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WHAT IS BUSINESS?

Calvin Coolidge, one-time President of the United States, said
this about America and business: “The business of America is
business!”

Characteristics of a Business

In the United States, business is the operation of an enterprise
that:

® Satisfies human needs and wants by providing goods or
services

® Operates for the purpose of making a profit

® Uses private money and resources, or capital, to pay for the
costs of getting started and continuing to operate

Satisfying Human Needs and Wants. All people have
basic needs and social and psychological wants. We need shel-
ter, food, clothing, and, in today’s modern world, transportation.
But most of us want more. A single, cheap, warm coat satisfies
a basic need. But a half-dozen fashionable coats, one for each
activity, satisfies both a psychological and a social want. Psycho-
logically, your ego is satisfied in knowing you can have lots of
things. Keeping up with one’s friends is important to many
people, too, which satisfies a social want.

Businesses Provide Goods and Services. Goods are
physical objects that satisfy people’s needs or wants. Examples
are the basics of food, clothes, and vehicles or luxuries like
stereos and records. Services are tasks that people have others
do for them because they satisfy needs or wants businesses

¢ provide. Examples are preparing and selling hamburgers at

‘»\.\ fast-food restaurants, altering clothes, repairing vehicles and
‘5<\Eereos, singing professionally, and playing football commer-
ciarly.

Buginesses satisfy human needs and wants when they identify
what thaese are and then offer for sale those goods and services
that customers will buy. Customers can be individual consum-
ers, othelr businesses, or government and other organizations
who buy{goods and services.

\

Making a Profit. In business, profit is the amount of

money left from income earned by selling goods and services
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after paying for all costs and expenses. Profit is what the busi-
nessperson gets as payment for satisfying consumer needs and
wants. Profit, to businesses and their owners and stockholders,
is like the wages employees get for working.

V¥ How would you feel about working 40 hours a week for
someone, week after week, without getting paid? How would
you feel as a business owner if you worked long and hard
without earning a profit?

Using Private Capital. In business and accounting terms
capital includes money and other resources, including land
and assets that can be used to raise money. Some people go
into business for themselves. Many individuals and firms invest
their capital in other businesses by buying shares of ownership,
called stocks. In countries that don't operate by the private
enterprise system, private capital is usually unavailable. Capital
resources in other systems come mainly from the government.

WHAT BUSINESS CONTRIBUTES TO SOCIETY

Collectively, all the workers and all the business owners and
investors and their families make up society. Individual growth
contributes to social and economic growth. The major contri-
butions that business makes to society in a private enterprise
economy are a means of exchange; utility of form, place, time,
and possession; economic wealth; employment; and certain
individual and business freedoms.

The Contribution of Exchange

At one time people exchanged goods and services directly
without the use of money. (This is called barter, and will be
discussed in greater detail in Chapter 3.) Today, ho\vevcy
money is the principal medium used to facilitate the exchaprge
of goods and services.
In our society business allows for the exchange of goofis and
services at many different levels. To illustrate this pognt, let’s
suppose that you want a new pair of jeans. If you fhave no
money, you could shovel snow off your neighbor’s walks for a
price. Then you could purchase the jeans from a retailer, ex-
changing the money you earned for the jeans. The retailer
might then exchange the money received from the sale of the




