CHAPTER 1

The Changing Face of Business

LEARNING OBJECTIVES
LO 1.1 Define business.

LO 1.2 Identify and describe the economic factors of production.
LO 1.3 Describe the private enterprise system.

LO 1.4 Identify the seven eras in the history of business.

LO 1.5 Explain current trends in business.

LO 1.6 Identify the skills and attributes needed for today’s manager.

LO 1.7 Outline the characteristics that make for a successful and admired company.

Changemaker

Founding Amazon, an online bookstore, in his garage, he
embarked on a journey that transformed the way the world shops.
Bezos’ vision and determination led to the creation of the world’s
largest online retailer. He oversaw the development of Amazon’s
e-commerce platform as it expanded from books to a vast array of
products, Kindle e-readers, and the Amazon Web Services (AWS)
cloud computing division, which has become a cornerstone of the
modern internet.

Jeff Bezos is not only a business visionary but also a hands-on
leader. With a workforce spanning hundreds of thousands of
employees and annual revenues in the hundreds of billions, Bezos
has helmed Amazon’s expansion into multiple industries, includ-
ing media, logistics, and cloud services.

In 2021, after nearly three decades at the helm, Bezos transi-
tioned to the role of executive chairman to focus on ventures like
Blue Origin, his private space exploration company. He handed over
Jeff Bezos, Founder and Executive Chair the role of Amazon’s CEO to Andy Jassy, his long-time collaborator.
Company: Amazon Beyond his business acumen, Jeff Bezos is known for his
relentless pursuit of innovation. He has a reputation for pushing
the boundaries of technology and logistics, as demonstrated
by Amazon’s drone delivery experiments and the company’s
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Industry: Technology/E-Commerce Conglomerate

Website(s): amazon.com and aboutamazon.com

Who is Jeff Bezos, and how did he build the Amazon empire commitment to sustainability.
from scratch? Before founding Amazon in 1994, Bezos was much Bezos’ journey from a garage startup to one of the richest
like you—an undergraduate—who went on after college to work persons on the planet is a testament to his unwavering dedication.
various roles in business before making a bold leap to create His leadership style is characterized by boldness, long-term
something extraordinary. thinking, and an obsession with customer satisfaction.!
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Chapter 1 Overview

Amazon’s founder Jeff Bezos continues to lead a company that has gone from clever garage-
based startup to global e-commerce and technology powerhouse. His journey in transform-
ing the budding company—focused simply on selling books over the internet—to one of the
world’s most influential companies highlights two of the greatest forces that are influencing
business today: globalization and technology. The globalization of business operations and
the rapid growth of technology throughout the world mark two of the greatest forces that are
influencing business development. Innovative companies like Amazon contribute greatly to
the global economy that Canada participates in. Business is a nation’s engine for economic
growth and prosperity. A growing economy is one that produces more goods and services over
time. Growing economies are important because they yield more income for business owners,
their employees, and governments in the form of tax payments. A country depends on the
wealth its businesses generate, from large enterprises like Ottawa-based e-commerce Amazon
competitor Shopify and powerhouses like the Royal Bank of Canada to new startups that
are just beginning. These companies and many others share a creative approach to meeting
society’s needs and wants while generating the wealth we enjoy.

Have you ever wondered how the concept of business has changed your life? Perhaps not,
but it undoubtedly has. It’s easy to take for granted things like going to the store, putting items
in your cart, and then paying for them at the check-out. This ubiquitously common aspect of
life that you may overlook is a part of a complicated web of business ingenuity.

Only after farmers grow and harvest produce, and manufacturers process, package, and
ship products to retailers for distribution, are consumers able to conveniently drop products
into their shopping carts.

You couldn’t buy your favorite snack if it wasn’t delivered when you wanted it at the store,
or at a price that matched what you were willing to pay.

You couldn’t pay for your groceries so quickly if it wasn’t for a technological infrastruc-
ture enabling you to tap your iPhone to apply Apple Pay and the financial system to clear your
purchase.

All of this—every element, and every step in that journey—can’t happen without the
world of business and the functions that exist within it!

Businesses are at the heart of the way we create, invent, and change the world. They play
crucial roles in addressing our daily needs and interests. They address modern transportation
needs through innovations like ride-sharing apps after a late night out on the town, or electric
scooters to aid zooming across campus. In the realm of food, businesses play a vital role in
providing quick and affordable meal solutions, whether it’s by offering meal kit deliveries,
healthy food subscriptions, or late-night snacks accessible through mobile apps and online
ordering platforms.

Businesses solve our transportation problems by marketing cars, tires, gasoline, and
airline tickets. They bring food to our tables by growing, harvesting, processing, packag-
ing, and shipping everything from spring water to frozen shrimp. Restaurants buy, prepare,
and serve food, and some even deliver. Construction companies build our schools, homes,
and hospitals, while real estate firms bring property buyers and sellers together. Clothing
manufacturers design, create, import, and deliver our jeans, sports shoes, work uniforms, and
party wear. Thousands of firms work at entertaining us during our leisure hours. They create,
produce, and distribute films, television shows, video games, books, and music.

To succeed, businesses must know what their customers want, and they must supply it
quickly and efficiently. The products that firms produce often reflect changes in consumer
tastes, such as the growing preference for sports drinks and vitamin-fortified water. But firms
can also lead by promoting technology and other changes. Firms organize the resources,
the know-how, and the financial incentive to bring about real innovations, such as smart-
phones, new cancer treatments, and alternative energy sources like wind power. Thus, when
businesses succeed, everybody wins.

You’'ll see throughout this book that businesses require physical inputs such as auto
parts, chemicals, sugar, thread, and electricity. They also need the accumulated knowledge
and experience of their managers and employees. Businesses also rely heavily on their own
ability to change with the times and with the marketplace. Flexibility is key to long-term
success—and to growth.



So, what does it take to start a business? How do businesses work? What does the future
of business hold? And what role can you play?

That’s the fun part. The world is turning, but it’s your decision in which direction it
will go.

Business is the heartbeat of our economy, and Contemporary Business is here to be your
trusty guide on this exciting journey. Regardless of where you find yourself on your aca-
demic path—whether you’re a budding entrepreneur, eager to dive into the business world,
have years of experience under your belt, are simply curious about what business is, eager to
fulfill a course requirement, or pursuing a different major entirely—this book is thoughtfully
crafted to both engage your interest and empower your growth.

You’'ll glean a bit more business savvy as you encounter the world around you as a
consumer. You’ll uncover the psychology behind pricing strategies. You’ll gain a deeper
understanding of the intricate supply chain magic, like how Amazon utilizes advanced
robotics in its warehouses to ensure lightning-fast two-day shipping for Prime members. You’ll
also learn how market research influences the products and services you encounter every day,
such as how Netflix uses data analysis to recommend personalized content, enhancing your
streaming experience.

Business is a leading force in our economy—and Contemporary Business is right there
with it. This book explores the strategies that allow companies to grow and compete in today’s
hyperactive marketplace. This book also explores the skills you will need to turn ideas into
action for your own success in business. This chapter sets the stage for the entire text by first
presenting a conceptual map of the major interrelated areas of business study, as illustrated
in Figure 1.1.

The Environmental Forces Influencing
Business Activity

Businesses operate within an ever-changing, multi-faceted environment. To say that business-
people need to be aware of what is happening in many different fields in order to succeed is a
simplification of the task they face. The outer layer of the conceptual map highlights the key
environmental forces influencing business activities.

In Chapter 2 we will look at economic theory, the role of governments, and legal issues
that are fundamental to understanding business decision making. Chapter 3 will examine
the rapid growth of international business activity and the forces of globalization. Chapter 4
will examine some of the major social and cultural concerns facing businesspeople, including
business ethics and social responsibility. Throughout the text, we will focus on the extra-
ordinary impact that changing technology is having on business. From the introduction of
new products like smartphones and communications software services like Zoom, businesses
continuously look for technologically superior offerings for themselves and their customers.
Along the way, new firms emerge and those that cannot compete fall out of favour and can
ultimately fail. We will explore entrepreneurship and the genesis of new small businesses,
their growth toward becoming bigger operations, and their economic contribution to society
in Chapters 5 and 6.

The Functional Areas of Business Activity

The middle ring of the conceptual map highlights the three primary functional areas of busi-
ness activity: management, marketing, and finance. When you ask what businesspeople do
exactly, the answers lie inside this layer.

Management is concerned with the planning and organization of resources to achieve
organizational goals, such as sales and profit targets. Chapters 7-10 present managerial topics
that include strategic planning, decision making, leadership, corporate culture, organizational
structure, human resource management, motivation theory, team management, communica-
tion, and product and operations management.

Marketing activities deal with customers and all efforts at building and maintaining
long-term relationships. At the heart of marketing is defining and understanding customers
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A Conceptual Map of the Major Interrelated Areas of
Business Study

and their buying behaviour. Chapter 11 examines technologies that deal with analysis and
management of information, especially marketing and financial information. Chapters 12-14
examine the four key strategic areas of product, place, promotion, and price along with the
forces that affect marketing. Then, Chapter 15 focuses on the fast-changing online world of
e-commerce and related marketing strategies.

Financial activities include the accounting process that keeps financial records and pre-
pares documents for analysis and use in the organization. Knowing product sales behaviour is
critical information for marketers who may be experimenting with various price-setting deci-
sions. Financial ratios and performance indicators provide vital information to managers and
are presented in Chapter 16. The financial system that includes banking, bond markets, and
stock markets is examined in Chapter 17. Finally, Chapter 18 focuses on financial manage-
ment and planning for the organization that is central to its current and long-term well-being.

The Goals of Business Activity

The goals set by the organization are the focus of all activity and are displayed at the centre
of the model. Although most people would recognize profit as an obvious goal for most busi-
nesses, there are many other goals, such as promoting a positive social behaviour like safe
driving or healthy lifestyles. We will examine the operations of all sorts of organizations that
make use of business strategic thinking to advance their goals, including organizations that
are not guided by profits at all. But first, let us take a closer look at the meaning and use of
the term business.

1.1 What Is Business?

What do you think of when you hear the word business? Do you think of big corporations like
Rogers Communications or TD Canada Trust? Or do you think about your local bakery or
shoe store? Maybe you recall your first summer job. Business is a broad, all-inclusive term that
can be applied to many kinds of enterprises. Businesses provide most of our job opportunities
and most of the products that we enjoy every day.



Business consists of all profit-seeking activities and enterprises that provide goods and
services necessary to an economic system. Some businesses produce tangible goods, such as
automobiles, breakfast cereals, and smartphones; others provide services, such as insurance,
hair styling, and entertainment, ranging from theme parks and sports events to concerts.

Business drives the economic pulse of a nation. It provides the means for improving a
nation’s standard of living. At the heart of every business is an exchange between a buyer and
a seller. A buyer has a need for a good or service and trades money with a seller to receive that
product or service. The seller hopes to gain a profit—a main indicator of business success and
what continuously improves society’s standard of living.

Profits are rewards for businesspeople who take the risks involved in blending people,
technology, and information to create and market want-satisfying goods and services.
In contrast, accountants think of profits as the difference between a firm’s revenues and the
expenses it incurs in generating these revenues. More generally, however, profits serve as
incentives for people to start companies, expand them, and provide consistently high-
quality competitive goods and services. Profits are also a primary source of funds needed to
expand operations.

The quest for profits is a central focus of business: without profits, a company would not
be able to provide sufficient incentive for owners and employees to do the work required.
Payment is what motivates most people, as we will see in the study of management in
Chapter 7. Though many people may seek as much financial reward as they can achieve, such
as employees of professional sports teams and star actors, most people are satisfied with more
modest levels of financial reward for their effort. That said, there are not-for-profit organiza-
tions that are not motivated by profit growth and instead look to other measures of growth and
success, such as services provided to a community.

Not-for-Profit Organizations

What is a common feature of Simon Fraser University’s athletics department, the Canadian
Society for the Prevention of Cruelty to Animals, the Canadian Red Cross, and your local
library? They are all not-for-profit organizations, business-like establishments that have
primary goals other than returning profits to their owners. These organizations play
important roles in society by placing public service above profits. It is important to understand
that these organizations need to raise money to operate and to achieve their social goals.
Not-for-profit organizations operate in both the private and the public sectors. Private-
sector not-for-profits include museums, libraries, trade associations, and charitable and reli-
gious organizations. Government agencies, political parties, and labour unions are not-for-
profit organizations that are part of the public sector.

Not-for-profit organizations form a large part of the Canadian economy. The not-for-
profit field is an industry just like any other industry: revenues are raised and employees earn
incomes by providing services. Canada has more than 160,000 registered not-for-profit organi-
zations in categories ranging from arts and culture to science and technology. Most are local
organizations that provide sports and recreational activities. Not-for-profits receive funding
from both government and private sources, including donations. These organizations are
commonly exempt from federal, provincial, and local taxes. Not-for-profits raise more than
$112 billion in revenues each year and employ more than 2 million people. Approximately
one-third of these jobs are in hospitals, universities, and colleges. About half of all revenue
comes from government grants, mostly provincial. These organizations also receive more than
$8 billion in donations from individuals and require more than 2 billion volunteer hours, the
equivalent of more than 1 million full-time jobs.>

Managers of not-for-profit organizations focus on goals other than making profits, but
they face many of the same challenges as executives of for-profit businesses. Without funding,
organizations cannot do research, obtain raw materials, or provide services. Take Toronto’s
Hospital for Sick Children (SickKids) as an example. It is Canada’s leading centre dedicated
to children’s health and one of the world’s top health care institutions for children. It requires
an overall operating budget approaching $1.1 billion and is staffed by over 12,000 staff and
volunteers. It is one of Canada’s most research-intensive hospitals: its more than 750 staff
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business all profit-seeking
activities and enterprises that
provide goods and services
necessary to an economic system.

profits rewards for
businesspeople who take the
risks involved in offering goods
and services to customers.

not-for-profit organizations
organizations whose primary
aims are public service, not
returning a profit to their owners.
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The Canadian Red Cross organizes efforts to respond to natural
disasters such as the forest fires that threatened Fort McMurray, Alberta, in 2016.

factors of production four
basic inputs for effective
economic operation: natural
resources, capital, human
resources, and entrepreneurship.

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

researchers operate within a $262-million
budget.?

Other not-for-profits organize resources
to respond to emergencies. For example, the
Canadian Red Cross helped manage the larg-
est fire evacuation in Alberta history in 2016
as raging forest fires forced more than 88,000
residents from the Fort McMurray area (see
Figure 1.2). The Red Cross collected over $30
million in donations, which were matched
by the Canadian government, along with
donated materials from across the country.*

Some not-for-profits sell merchandise or
set up profit-making side businesses to sell
goods and services that people are willing
and able to pay for. For example, college and
university bookstores sell products with the
school logo—everything from sweatshirts to
coffee mugs. SickKids supports learning for
families and health care providers by selling parenting books, many of which are Canadian
bestsellers.’ The Livestrong Foundation, formerly the Lance Armstrong Foundation, has sold
more than 40 million yellow Livestrong wristbands. It also sells sports gear and accessories
for both adults and children. All funds raised through these sales are used to fight cancer and
support patients and their families.®

Merchandising programs and fundraising campaigns need managers who have effective
business skills and experience. As a result, many of the concepts discussed in this text apply to
both not-for-profit organizations and for-profit firms.

Assessment Check

1.1.1 What activity lies at the heart of every business endeavour?

Jonathan Hayward/Canadian Press Images

1.1.2 What are the primary objectives of a not-for-profit organization?

1.2 Economic Factors of Production

An economic system requires certain inputs to operate successfully. An economy of a city,
province, or country lacking or deficient in these inputs will be unable to reach its full poten-
tial. A primary responsibility of governments is to facilitate economic activity by encouraging
the development of these inputs. Economists use the term factors of production to refer to
the four basic inputs: natural resources, capital, human resources, and entrepreneurship.
Table 1.1 identifies each of these inputs and gives examples of the types of payment received
by firms and individuals who supply them.

Natural resources include all production inputs that are useful in their natural
states. Examples are agricultural land, building sites, forests, water, and mineral deposits.
Toronto-based Barrick Gold Corporation is the global gold industry leader. Its 25 operat-
ing mines and projects are located on five continents and include African Barrick Gold.
Mining companies generally pay landowners for the right to extract minerals. Farmers
expand their operations by paying rent for the right to grow more crops on a neighbour’s
land. Natural resources are the basic inputs required in any economic system and are the
genesis of wealth creation. Places in the world with valuable natural resources have an
economic advantage in developing more wealth, whereas those without natural resources
will have to acquire them.
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TABLE 1.1 Factors of Production and Their Factor Payments

Factor of Production Corresponding Factor Payment

Natural resources Rent for land leased for operations

Capital Interest for money used to acquire capital items

Human resources Wages for employees

Entrepreneurship Profit for starting and managing operations

Capital, another key resource, includes technology, tools, information, and physical capital production inputs

facilities. Technology is such machinery and equipment as computers and software, telecom- consisting of technology, tools,

munications, and inventions designed to improve production. Information, which is  information, and physical
frequently improved by technological innovations, is another critical factor. Both managers facilities.

and employees require accurate, timely information to effectively perform their assigned

tasks. Technology plays an important role in the success of many businesses. Technology can

lead to new products, such as lithium battery—powered electric cars from Tesla and other

global manufacturers. As a result, there is a growing demand for raw materials such as lithium

hydroxide and lithium carbonate mined by Canadian companies like Nemaska Lithium Inc.,

primarily in northern Quebec.”

Technology often helps a company improve its own products. Netflix, once famous for
its subscription-based DVD-by-mail service, now streams on-demand media. Netflix has
exclusive rights to streaming movies and original TV shows like its globally popular block-
buster Stranger Things and pays for the rights to distribute content produced by others to its
subscribers. Like YouTube, Netflix is a company disrupting the old business method of distrib-
uting digital entertainment.®

Technology can also help a company operate more smoothly by tracking deliveries,
providing more efficient communication, analyzing data, or training employees. Canada Post
cut costs by expanding the electronic side of its business. Customers can now track their own
registered mail online. Retail giant Walmart announced in 2024 that it is pushing the bound-
aries of convenience with Al-driven innovations. Through its InHome replenishment service,
Walmart envisions a future where you never run out of essential items like milk. This service
aims to automatically identify when you need replenishment, place the orders, and have them
delivered to your home seamlessly.’

To remain competitive, a firm needs to continually acquire, maintain, and upgrade its
capital. All these activities need money. A company’s funds may come from the owner’s
investments, profits that are turned back into the business, or loans from others. Money
is used to build factories; to purchase raw materials and component parts; and to hire, train,
and pay employees. People and firms that supply (lend) capital receive factor payments in the
form of interest.

7

Human resources represent another important input in every economic system. human resources production

Human resources include anyone who works, from the chief executive officer (CEO) of a huge inputs consisting of anyone
corporation to a self-employed editor. Their input includes both physical labour and intellec- ~ Who works, including both
tual effort. Companies rely on their employees’ ideas, innovation, and physical effort. Some the physical labour and the
companies ask for employee ideas through traditional means, such as through staff meetings
and by setting up an online “suggestion box.” Others encourage creative thinking during
company-sponsored events, such as hiking or rafting trips, or during social gatherings.
Effective, well-trained human resources can provide firms with a significant competitive edge.
Competitors cannot easily match another company’s talented, motivated employees in the
same way they can buy the same computer system or purchase the same grade of natural
resources.

Hiring and keeping the right people matters. Competent, effective human resources can
be a company’s best asset. Providing perks to those employees to keep them is often in a com-

pany’s best interest. entrepreneurship the

workers.

intellectual inputs contributed by

Entrepreneurship is the willingness to take risks to create and operate a business. An willingness to take risks to create

entrepreneur is someone who sees an opportunity to make a profit and creates a plan to earn and operate a business.



8 CHAPTER 1 TheChanging Face of Business

those profits and achieve success. Entrepreneurs are the dreamers, the innovators who spot
promising opportunities and craft masterful plans to conquer the market.

Knowledge encompasses the expertise, information, and intellectual capabilities that
individuals and organizations use to drive innovation. In the knowledge-driven economy
of the twenty-first century, businesses recognize that their most valuable assets often
reside in the minds of their workforce.!° Whether it’s tapping into the wisdom of seasoned
professionals, leveraging research, or harnessing the power of data analytics, knowledge
empowers businesses to navigate complexities, make informed decisions, and chart a
course toward growth and prosperity. Consider pioneering electric vehicle (EV) startup
Tesla: the collective intellect and knowledge of its 125,000 employees have enabled the
company to be on the forefront of the industry pushing the boundaries of battery technol-
ogy and autonomous driving.*

The factors of production comprise a recipe of ingredients for successful business
and economic activity. If any inputs are lacking, then business will be difficult or even
impossible. However, businesses may have alternatives, which often means paying more to
substitute for the input that is lacking. For example, farming without fertile land for grow-
ing crops does not eliminate farming as an industry, but it certainly means that alternative
methods will likely cost more. Growing plants indoors under controlled conditions such
as artificial lighting and irrigation will cost more than conventional farming outdoors on
fertile land. As a result, indoor farming can exist only where buyers are willing and able to
pay for the more expensive plants, as demonstrated by Bowery Farming. Started by Irving
Fain in 2015, the farms use warehouse locations close to major cities to produce higher-
quality and better-tasting vegetables without the use of pesticides under controlled growing
conditions. Restaurants serving a clientele seeking better-quality food and that are able to
pay higher prices make the venture possible.'?

As we will see throughout the text, much business activity is about securing these
four key inputs or developing substitutes. Consider the changes to the factors of produc-
tion that have taken place in the farming industry. Labour provided by people alone was
first replaced by animals. Oxen and horses pulled a plow and increased output far more
efficiently than people pulling a plow alone. Later, technology entered the farming industry
as farmer-driven tractors replaced the use of animals. Today, fully robotic farm equipment
has replaced the need for much of the human-controlled work (see Figure 1.3). As a result
of the capital-intensive cost of farm equipment, many small farms are no longer able to
compete with large-scale operations using expensive labour-saving technology. The once
large in number entrepreneurial small farm operator has been replaced by far fewer large-
scale, capital-intensive industrialized farms.

Canadian businesses operate within an economic system called the private enterprise
system. The next section looks at the private enterprise system, including competition, private
property, and the entrepreneurship alternative.

/Adobe Stock Photos

CTK/Alamy Stock Photo

Art_man

m Like other industries, today’s agricultural industry requires large-scale capital
investments in machinery and specialized equipment that allow for efficient production.
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Assessment Check

1.2.1 Identify the four basic inputs to an economic system.

1.2.2 List four types of capital.

1.3 The Private Enterprise System

No business operates completely freely and on its own. All businesses operate within a larger
economic system of rules and constraints that directs how goods and services are produced,
distributed, and consumed. The type of economic system used in a society also affects the
patterns of resource use. Some economic systems enforce strict controls on business owner-
ship, profits, and resources, whereas others, like Canada’s, offer more freedoms to individuals.

In Canada, businesses function within the private enterprise system, an economic
system that rewards firms for their ability to identify and serve the needs and demands of
customers. The private enterprise system minimizes government interference in business
activity. Businesses that are skillful at satisfying customers are able to gain access to the neces-
sary factors of production and earn profits. Success primarily depends on the businesspeople
involved.

Another name for the private enterprise system is capitalism. The Scottish economist
Adam Smith, often called the father of capitalism, first described the concept of capitalism in
his book The Wealth of Nations, published in 1776. Smith believed that an economy is best
regulated by the “invisible hand” of competition, which is the battle among businesses for
consumer acceptance. Smith thought that competition among firms would lead to consumers
receiving the best possible products and prices because less efficient producers would gradu-
ally be driven from the marketplace.

The idea of the “invisible hand” is a basic principle of the private enterprise system. In
Canada, competition shapes much of economic life. To compete successfully, each firm must
find a basis for its competitive differentiation, the unique combination of organizational
abilities, products, and approaches that sets one company apart from its competitors in the
minds of customers. Businesses in a private enterprise system must keep up with changing
marketplace conditions. Firms that fail to adjust to shifts in consumer preferences and firms
that ignore their competitors risk failure. See the “Business & Technology” feature to learn
more about how Walmart sets itself apart from the competition.

Our discussion in this text focuses on the tools and methods that today’s businesses use
to compete and differentiate their goods and services. We also discuss many of the ways that
market changes will affect business and the private enterprise system in the future.

Basic Rights in the Private Enterprise System

For capitalism to operate effectively, the citizens of a private enterprise economy must have
certain rights. As shown in Figure 1.4, these include the rights to private property, profits,
freedom of choice, and competition.

The right to private property is the most basic freedom in the private enterprise system.
Every participant has the right to own, use, buy, sell, and hand down most forms of property,
including land, buildings, machinery, equipment, patents on inventions, individual posses-
sions, and intangible properties.

The private enterprise system also guarantees business owners the right to all after-tax
profits they earn through their activities. Although a business is not assured of earning a
profit, its owner is legally and ethically entitled to any income it makes that is greater than its
costs.

Freedom of choice means that a private enterprise system relies on citizens to choose
their own employment, purchases, and investments. They can change jobs, discuss and agree
on wages, join labour unions, and choose among many different brands of goods and services.
People living in the capitalist nations of North America, Europe, and other parts of the world

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 system.

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.

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, and various
intangible kinds of property.
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Business & Technology

Walmart’s Store Maps Bridge Technology and
Retail

Imagine you're on a tight schedule, with only an hour to shop
before hosting a party back at your apartment. In 2018, the retail
giant Walmart introduced a game-changing feature in its mobile
app: in-store navigation maps. This digital tool is designed to help
customers efficiently find items in Walmart’s large stores, averag-
ing 180,000 square feet and stocking about 100,000 items. Search
for an item in the app, and instantly glean which aisle it’s in in
your specific store.

The feature’s development was a cross-departmental effort,
involving teams from store operations, real estate, digital, and
technology. They collaborated with over 4,700 Walmart stores to
ensure accurate aisle information and clear in-store navigation.
This blend of digital and physical store elements enhances the
consumer shopping experience.

Senior Manager of Digital Acceleration Paul Kilsch empha-
sizes the app’s usefulness in unfamiliar settings or for quick shop-
ping needs, saying “Customers may not be as familiar with the
store they’re in, especially when traveling, so they can use our
app to help them find the things they need.” The app not only
guides customers to product locations but is also complemented
by in-store signage.

Beyond aiding shoppers, this technology has broader
applications. It streamlines the work of in-store shoppers fulfill-
ing online orders—which have only continued to grow since the
COVID-19 pandemic—and assists night crews in stocking and

Walmart’s venture into digital mapping within physical retail
spaces demonstrates a practical fusion of business and technology.
This innovation is not just about customer convenience; it also
improves employee productivity, showcasing the transformative
power of technology in retail.

Next time you visit one of the country’s largest retailers,
infuse your journey with technology. Perhaps it might redefine
your retail efficiency!

Questions for Critical Thinking

1. How does Walmart’s integration of digital technology
with physical store operations impact both the custom-
ers and the business at large?

2. Have you (or would you) used this feature? Does it
add value to you? Research more about how Walmart
differentiates itself from other retailers by its use of
technology.

3. What challenges do you think Walmart faced in bring-
ing this feature to fruition? How do you think they met
these challenges?

Sources: https://www.geospatialworld.net/prime/case-study/location-
and-business-intelligence/walmart-uses-location-based-technologies-
to-improve-in-store-navigation-for-shoppers-3/; https://corporate.
walmart.com/news/2018/02/08/your-shopping-trip-just-got-easier-
with-this-new-store-assistant; https://corporate.walmart.com/
news/2019/11/27/walmart-apps-store-maps-help-customers-find-time-

organizing the store efficiently.

and-products-this-holiday-season

are so conditioned to having this freedom of choice that they sometimes forget how import-
ant it is. A private enterprise economy maximizes individual wealth by providing options.
Other economic systems sometimes limit the freedom of choice to accomplish government

o

Competition

\ Freedom /

of Choice

m Basic Rights within a Private Enterprise
System.

goals, such as increasing industrial production of certain items or mili-
tary strength.

The private enterprise system also allows fair competition by allow-
ing the public to set the rules for competitive activity. For this reason, the
Canadian government has passed laws to prohibit excessively aggressive
competitive practices designed to remove competition. The Canadian
government has established ground rules that make the following
illegal: price discrimination, fraud in financial markets, and deceptive
advertising and packaging.

However, regulating behaviour is not a simple matter where all par-
ties can be satisfied with decisions made by government. For example,
in recent years, the Canadian Radio-television and Telecommunications
Commission (CRTC) issued a decision that increased the costs charged
to small internet service providers (ISPs) that buy access to the larger
ISP networks of Bell and Bell Aliant, mainly in Ontario and Quebec.
The CRTC allowed the larger ISPs to control network traffic, especially
high-volume traffic, to the smaller ISPs. The CRTC also began charging
“usage-based billing.” The smaller ISPs, which sold popular unlimited
packages before, were forced to introduce limits, charge more for band-
width, and change their infrastructure strategy. These changes ended
their competitive advantage over the bigger ISPs, which typically charge
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more for high-volume users. After much complaining from the smaller ISP customers, a com-
promise pricing model was introduced. The new pricing model limits usage but still allows
the smaller ISPs to offer unlimited usage packages to those customers that demand them.
This marketplace is further complicated as demand for more and unlimited data from mobile
users grows. Many Canadians wonder why costs have not fallen as much as in the United
States and elsewhere. In a recent year, the wireless side of the $80 billion telecommunications
industry generated more than $30 billion of revenue—a very big pie that undoubtedly will
be fought over only by Canadian suppliers, as foreign firms are prevented from competing
by Canadian government regulations. Recent surveys show that Canadians pay among the
highest cellphone rates in the world—13 times higher than the rates paid in France.'®

The Entrepreneurship Alternative

While many choose the path of working for an already established company, an alternate,
often more exhilarating route exists: the entrepreneurship alternative. The entrepreneurial
spirit beats at the heart of private enterprise. An entrepreneur is a risk taker in the private
enterprise system. You hear about entrepreneurs all the time—two university students start-
ing a software business in their dorm room, or a mom who invents a better baby carrier. Many
times, their success is modest, but once in a while the risk pays off in huge profits. People who
can see marketplace opportunities are able to use their capital, time, and talents to pursue
those opportunities for profit. The willingness of people to start new ventures leads to eco-
nomic growth and keeps pressure on existing companies to continue to satisfy customers.
If no one were willing to take economic risks, the private enterprise system wouldn’t exist.
The entrepreneurial spirit leads to growth in the Canadian economy. Of all new businesses
created in Canada, 99 percent are small businesses. In a recent year, over 100,000 new busi-
nesses were started and about 96,000 failed.
There are about 1.2 million small businesses
in Canada—about 98 percent of all busi-
nesses. The Canadian economy depends on
small businesses for its growth and strength.

2.4%
As one individual can rarely operate entirely Real estate and
alone, employees are hired to help the entre- rental and leasing

preneur succeed. Over 8 million people 2.5%
representing over 70 percent of the labour Arts, entertainment
force work for small businesses. Statistics ~ and recreation
Canada data indicate that 54 percent of all 3.0%
businesses have fewer than five employees, Information

and 86 percent employ fewer than 20. The iannddurs::rlit:sral
small-business sector creates 80 percent of
4.9%

all new jobs and generates 45 percent of Other services

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

1.8%

Mining, quarrying, and
oil and gas extraction
1.7%

Agriculture, forestry,
fishing and hunting

1.0%

Utilities

1.0%

Unclassified businesses

0.7%
Management of companies
and enterprises

Canada’s economic output.' (except public 15.6%

So where are the jobs in Canada?  administration) Retail trade
Figure 1.5 shows that the most employment g ;9,
is in the retail sector, followed by manufac-  Finance and 12.9%
turing. Note that small businesses are major insurance Manufacturing
employers in these and other segments 6.4%

Entrepreneurship creates jobs and sells ~ Wholesale trade
products. Entrepreneurship also leads to 6.4%
innovation. In contrast to more established ~ Administrative and
firms, start-up companies tend to innovate Z:J:r?;gr:a’mwea:tin g
in fields of technology that are new and have remediation services
few competitors. Because small companies 6.9%
are more flexible than large ones, they can T.ransportation and
change their products and processes more warehousing 7.9%
quickly. Entrepreneurs often find new ways
to use natural resources, technology, and

10.3%

Accommodation

and food services
8

4%
Construction

Professional, scientific,
and technical services

other factors of production. Often they find m Share of Employment in the Private Sector in Canada in 2019,

these new ways because they have to—they by Industry
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may not have enough money to build an expensive prototype or launch a nationwide ad
campaign. Sometimes, entrepreneurs will locate near one another and form a hub of like-
minded businesses that continues to attract newcomers. The Toronto-Waterloo Corridor is
Canada’s largest technology hub, stretching about 100 kilometres. Within the corridor are
more than 200,000 employees working for about 15,000 tech companies, 5,000 of which are
recent startups.'

Entrepreneurship is also important to existing companies. More and more, large firms are
realizing the value of entrepreneurial thinking among their employees. These companies hope
to benefit from enhanced flexibility, improved innovation, and new market opportunities.
Apple also reaches out to its customers by inviting entrepreneurs of all kinds to develop
applications for the iPhone. If the new apps are successful, then Apple profits from those
efforts. Already, the iPhone has more than 1.8 million different applications and nearly half
a million games, including some developed by Apple. Together, all the apps have been down-
loaded billions of times.'® Introduction of the Apple Watch and other wearable technologies
has generated a new wave of opportunities for app developers.

As the next section explains, entrepreneurs have played a vital role in the history of
Canadian business. They have helped create new industries, developed successful new
business methods, and improved Canadian standing in global competition.

Assessment Check

1.3.1 What is an alternative term for the private enterprise system?
1.3.2 What is the most basic freedom under the private enterprise system?

1.3.3 What is an entrepreneur?

1.4 Seven Eras in the History of Business

In the 400 or so years since the first Europeans settled on the North American continent,
amazing changes have occurred in the size, focus, and goals of Canadian businesses. North
American business history is divided into seven distinct time periods: (1) the colonial period,
(2) the Industrial Revolution, (3) the age of industrial entrepreneurs, (4) the production era,
(5) the marketing era, (6) the relationship era, and (7) the social era. The next sections describe
how events in each of these time periods have influenced business practices.

The Colonial Period

Colonial society featured rural and agricultural production. Colonial towns were small
compared with European cities, and they functioned as marketplaces for farmers and
craftspeople. The economic focus of North America centred on rural areas because success
depended on the output of farms. The success or failure of crops influenced every aspect of
the economy.

Colonists depended on Europe for manufactured items and for financial help for their
infantindustries. Surprising to some, even after the American Revolutionary War (1775—1783),
the United States maintained close economic ties with England. The Canadian experience is
more understandable. In Canada, British investors continued to provide much of the money
needed for developing the North American business system. Trade focused on the abundant
resources available in North America, such as furs, fish, and old-stock large timber for ship
and house building in Europe. This financial influence continued well into the nineteenth
century and spurred exploration of the continent as traders sought more resource riches to
export back to Europe. Early eighteenth-century Canadian history is closely tied to the trad-
ing relationships between Indigenous peoples and Europeans who supplied large entities like
the North West Company and the Hudson’s Bay Company, which was based in Montreal.
Originally competitors, the two trading companies merged in 1821.
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The Industrial Revolution

The Industrial Revolution began in England around 1750. It changed how businesses oper-
ated. Instead of a focus on independent, skilled workers who specialized in building prod-
ucts one by one, businesses moved to a factory system that mass produced items by using
numerous semi-skilled workers. The factories made profit from the savings created by large-
scale production and by increasing their use of machines. As businesses grew, they could
often purchase raw materials more cheaply in larger lots. Production was also improved by
specialization of labour, such as by limiting each worker to a few specific tasks in the produc-
tion process.

Because of these events in England, Canadian businesses also began a time of rapid
industrialization. Agriculture became mechanized, and factories set up in cities. During the
mid-1800s, the pace of the revolution increased as newly built railroad systems provided fast,
economical transportation. The railroads opened up the West and transported people and the
agricultural products they grew, the timber they felled, and the furs they trapped to markets
back east and on to Europe.

The Age of Industrial
Entrepreneurs

The Industrial Revolution created opportunities,
and those opportunities increased entrepreneur-
ship in Canada.

Inventors created new production methods
and a virtually endless number of commercially
useful products. Many of these products are
famous today.

Alexander Graham Bell, his father,
Alexander Melville Bell, and friend Reverend
Thomas Henderson started basic short-distance
telephone service between office buildings and
warehouses in 1877 (see Figure 1.6). The com-
pany later became Bell Canada Inc.

In the United States, Eli Whitney introduced
the idea of interchangeable parts, which later
led the way to mass production on a previously
impossible scale.

The entrepreneurial spirit of this golden age
in business advanced the Canadian business sys-
tem and increased the overall standard of living for
Canadians. That market transformation, in turn,
created new demand for manufactured goods.

The Production Era

Demand for manufactured goods continued to
increase in the 1920s. Businesses focused even
more attention on the activities needed to produce
those goods. Work became more specialized, and
huge, labour-intensive factories were common in
North America. Henry Ford started using assem-

bly lines, which later became commonplace in m Alexander Graham Bell opening a long-distance phone line from

Gilbert H. Grosvenor Collection, Prints and Photographs Division, Library of Congress/Wikimedia Commons/Public Domain
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major industries. Business owners turned over New York to Chicago in 1892. In 1877, Alexander Graham Bell assigned 75 percent

their responsibilities to a new group of managers of the Canadian telephone patent rights to his father, Alexander Melville Bell.
who had been trained in operating companies. He and his friend Reverend Thomas Henderson then began leasing out pairs of

These new managers were able to produce even wooden hand telephones for use on private lines. These lines were constructed by

more goods by using quicker methods. their clients between close locations, such as between a store and a warehouse.
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consumer orientation a
business philosophy that focuses
first on consumers’ unmet wants
and needs, and then designs
products to meet those needs.

branding the process of
creating in consumers’ minds

an identity for a good, service, or
company; a major marketing tool
in contemporary business.

brand aname, term, sign,
symbol, design, or some
combination that identifies the
products of one firm and shows
how they differ from competitors’
offerings.

transaction management
building 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.

During the production era, businesses focused their attention on internal processes
instead of external influences. Marketing was rare and was used only to distribute a business’s
products. Little attention was paid to what the consumer wanted or needed. Instead, busi-
nesses decided what products were available to purchase. If you wanted to buy a Ford Model
T automobile, your choice was black—the only colour the company made.

The Marketing Era

The Great Depression of the early 1930s changed Canadian businesses yet again. When most
people’s incomes dropped, businesses could no longer count on selling everything they pro-
duced. Managers began to pay more attention to the markets for their goods and services, and
sales and advertising became important activities. During this period, selling often meant the
same as marketing.

After World War II, demand increased for all kinds of consumer goods. After nearly five
years without new automobiles, appliances, and other items, consumers were buying again.
At the same time, competition was also increasing. Businesses soon began to think of market-
ing as more than just selling; managers thought about a process of deciding what consumers
wanted and needed first, and then designing products to meet those needs. In short, they
developed a consumer orientation.

Businesses began to analyze consumer desires before beginning any production. Con-
sumer choices skyrocketed. Automobiles were sold in a wide variety of styles, and car buyers
could choose their favourite colour. Companies also learned how important it was for their
goods and services to stand out from those of competitors. Branding is the process of creating
in consumers’ minds an identity for a good, service, or company. Branding is an important
marketing tool in contemporary business. A brand can be a name, term, sign, symbol, design,
or some combination that identifies the products of one firm and shows how they differ from
competitors’ offerings.

The Home Depot, the world’s largest home improvement specialty retailer, operates more
than 2,300 retail stores in countries around the world, including the United States, Canada,
Mexico, and China. It also exports products around the world. Its carefully guarded brand
name stands for excellent customer service, an entrepreneurial spirit, and the desire to give
back to the communities where it operates. The company sells thousands of products, includ-
ing RIDGID tools, Behr paint, LG appliances, and Toro lawn equipment, as well as many of
its own sub-brands."’

The marketing era has had a huge impact on the way business is conducted today. Even
owners of the smallest businesses recognize the importance of understanding what customers
want and the reasons they buy.

The Relationship Era

In the twenty-first century, a major change is taking place in the ways companies relate with
their customers. Since the Industrial Revolution, most businesses have concentrated on build-
ing and promoting products in the hope that enough customers will buy the products to cover
costs and earn acceptable profits. This approach is called transaction management.

In contrast, in the relationship era businesses are taking a different, longer-term
approach to how they relate with customers. Firms now look for ways to actively promote
customer loyalty by carefully managing every interaction. These firms earn huge paybacks for
their efforts. A company that keeps its customers over the long term reduces its advertising
and sales costs. Because customer spending tends to increase over time, the firm’s revenues
also grow. Companies with long-term customers often find they no longer need to offer price
discounts to attract new business. Instead, they find that many new customers are referred by
their loyal customers.

Business owners gain several advantages when they develop ongoing relationships with
customers. Serving existing customers is less costly than trying to attract new customers.
Thus, businesses that develop long-term customer relationships can reduce their overall costs.
Long-term relationships with customers mean that businesses can improve their understanding
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of what customers want and prefer from the company. As a result, these businesses increase
their chances of holding on to real advantages through competitive differentiation.

The relationship era is an age of connections—between businesses and customers,
employers and employees, technology and manufacturing, and even between separate compa-
nies. More and more, the world economy is interconnected as businesses expand beyond their
national boundaries. In this new environment, techniques for managing networks of people,
businesses, information, and technology are critically important to contemporary business
success. See the “Job Description” feature to learn more about what it takes to be a business

operations associate in a technology company.

The Social Era

The social era of business can be described as a new approach to the way businesses and
individuals interact, connect, communicate, share, and exchange information with each other

in virtual communities and networks around the world.

The social era, based on the premise that organizations create value through connections

social era the business era in
which firms seek ways to connect
and interact with customers
using technology.

with groups or networks of people with similar goals and interests, offers businesses immense

opportunities, particularly through the use of technology and relationship management—
the collection of activities that build and maintain ongoing, mutually beneficial ties with

customers and other parties.

Social media tools and technologies come in various shapes and sizes. They include
blogs, podcasts, and microblogs (such as Twitter/X); social and professional networks (such as

relationship management
the collection of activities that
build and maintain ongoing,
mutually beneficial ties with
customers and other parties.

Facebook and LinkedIn); picture-sharing platforms (such as Instagram and Tumblr); and

content communities (such as YouTube), to name a few.'®

As consumers continue to log fewer hours on computers and more time on mobile devices,
companies have implemented mobile strategies using real-time data and location-based
technology. Businesses use mobile social media applications to engage in marketing research,
communications, sales promotions, loyalty programs, and other processes. In the social era,
businesses tailor specific promotions to specific users in specific locations at specific times to
build customer loyalty and long-term relationships. For example, Facebook offers free Wi-Fi
to users in exchange for checking in at select retailers, hotels, and restaurants.'’

Job Description

“BizOps” Associate

Overview The business operations team at a technology
company—also called BizOps for short—coordinates and aligns
organization-wide operations and strategies. Team members,
who gain a holistic view of an organization, are charged with
defining and leading strategic, operational, and organizational
improvements across a company’s product, sales, marketing, and
engineering teams.

Responsibilities As a member of a BizOps team, you might
work on growth strategies for a variety of goods and services. You
might also provide insight to company managers on initiatives for
decision making, operations, investments, and acquisitions. In
addition, planning and goal setting are integral parts of the daily
job activities for a BizOps associate.

Requirements Typically, a business degree with an emphasis in
finance or management is preferred. Some BizOps professionals
also have a few years of experience at management consulting
firms where they developed strategies and solutions for clients.
Attention to detail, as well as strong organization and communi-
cation skills, are essential for a successful career in BizOps. A keen

interest in innovation as well as a knack for implementing ideas
quickly as part of ongoing business opportunities can be helpful
skills.

Outlook Opportunities for BizOps professionals will continue to
grow and be strong over the next several years, as more technol-
ogy start-up businesses come on line and other companies expand
their operations. Professionals with a proven track record—
typically five years of solid BizOps experience—will continue
to be in high demand and have significant opportunities at the
senior management level. If you like being part of an innovative
team that gets involved and executes a technology company’s
fast-moving strategic priorities, this may be the career for you.

Sources: Tammy Everts, “What Do We Mean When We Talk about
BizOps?” SOASTA, https://www.soasta.com/, accessed February 7,
2018; Jordan Kong, “Why Your Startup Also Needs a BizOps Team,”
Medium, https://medium.com, accessed February 7, 2018; Dan Yoo,
“Why BizOps Is the Hottest Team in Tech,” LinkedIn Pulse, https://
www.linkedin.com, accessed February 7, 2018; Google company
website, “Google Careers—Business Strategy,” www.google.com,
accessed February 7, 2018; Dan Yoo, “How BizOps Adapts to You and
Your Company,” LinkedIn Pulse, https://www.linkedin.com, accessed
February 7, 2018.




16 CHAPTER 1 The Changing Face of Business

Assessment Check

1.4.1 What was the Industrial Revolution?
1.4.2 During which era was the idea of branding developed?

1.4.3 What is the difference between transaction management and relationship management?

1.5 Current Trends Related to Business

Planning and strategizing for the future requires a knowledge of the past, but perhaps more
importantly it requires an understanding of trends that will determine the future business
environment. In this section, we will examine a few significant current trends.

Digital Transformation and Artificial Intelligence

Businesses are presently amidst a period of generational change at the confluence of digital
transformation and artificial intelligence (AI). This combination is revolutionizing various
aspects of business operations and strategies. Digital transformation, which we will explore
further in Chapter 11, encompasses the adoption of digital technology to transform services
or businesses. Al plays a crucial role in this transformation with its ability to analyze vast
amounts of data, learn from patterns, and make decisions with minimal human intervention.
In November of 2022, the release of ChatGPT, a generative AI model developed by OpenAl,
took the world by storm, marking a significant milestone in the field of artificial intelligence.
The conversational web application can answer questions, analyze data, and assist with a vari-
ety of tasks by understanding and generating text based on a user’s input.

Seen as the fastest-growing internet application to date, it reached 100 million monthly
users two months after its launch.?’ For comparison, Facebook took over four years to reach
the same milestone; Instagram took two years.”! ChatGPT has served as a gateway for many
to the realm of generative Al, showcasing the technology’s ability to understand and generate
human-like text responses.

Businesses quickly recognized its potential, adapting it for various applications like
customer service automation, content creation, and enhancing decision—making.22 This
widespread adoption of ChatGPT not only demonstrated the practical utility of generative
Al in the business world but also signals a shift toward more Al-driven interactions and
operations across industries in the future.

As generative Al continues to evolve, its impact on businesses is expected to grow, poten-
tially reshaping industries, the workforce, jobs, and even society.

COVID-19

The global impact of COVID-19 will be studied for years into the future, but already we can rec-
ognize several trends that have emerged due to disruptions caused by the pandemic. There has
been an increase in the rate of adoption of digital technologies by consumers and businesses.
Purchasing online became more familiar to customers seeking convenience, safety, and other
benefits provided by e-commerce. Firms like Amazon benefited dramatically from the seismic
shift to more online purchasing, as indicated by its stock market share price, which nearly
doubled in value between March 2020, when the pandemic broke out, and August 2020.3

Employees learned to work remotely and, like consumers, communicated using dig-
ital conferencing software like Zoom, which skyrocketed in popularity with both business
and consumer customers. As an indication of Zoom’s growth in popularity, its share price
increased fivefold between March and October 2020.%*

Employers recognized an increase in employee empathy for one another as individuals
shared the stress of dealing with COVID-19 in their own unique situations. Employees also
grew more concerned with personal and family wellness, diversity, and inclusivity in the
workplace environment. Isolation from traditional workplaces has generated research into
how attitudes toward work and the development of co-worker networks might be affected.
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This is an important concern for future management development, as so many of our skills
are due to our interactions with co-workers in social settings on the job. Without those
traditional interactions and meetings with mentors and coaches at work, some are question-
ing how future development will take place and how employees will learn when those who
guide them are not physically present.?®

Evolution of Work Models

Accelerated by the pandemic, many companies, recognizing the benefits of increased employee
autonomy and productivity, continue to embrace flexible work policies. Others are charting a dif-
ferent course. Driven by concerns about maintaining company culture, fostering collaboration,
and ensuring smooth knowledge transfer, particularly in fields like finance and technology, these
companies are mandating a return to the office. In 2023, JPMorgan Chase ended its hybrid atten-
dance policy that it created during the pandemic, and mandated employees return to the office.?
Similarly, employees at Apple were told they needed to return to the office at least three days per
week.?” Tim Cook, Apple’s CEO, called remote work the “mother of all experiments” and said the
decision was meant to restore in-person collaboration that was largely lost across the pandemic.?®

The debate over working models is dependent on factors like industry, company size, and
individual preferences. Ultimately the challenge lies in balancing flexibility and autonomy with
the collaboration and community of in-person environments. This balancing act affects organi-
zational culture, employee engagement, recruitment strategies, and the use of digital collabora-
tion tools.

Growing Partnerships and Relationships

Businesses are finding that they must form partnerships with other organizations to take full
advantage of available opportunities. One form of partnership between organizations is a strate-
gic alliance, a partnership formed to create a competitive advantage for the businesses involved.

For example, the strategic alliance between the American pharmaceutical giant Pfizer
and the German biotechnology company BioNTech brought together the production and
global distribution capability of Pfizer and the leading-edge development of a vaccine against
COVID-19. Working together, the firms could deliver a vaccine to the world by bringing their
respective capabilities to the task.?

The voice of Amazon’s voice-enabled intelligent personal assistant, Alexa, will soon be
heard outside the home. In fact, major automobile companies, including Ford, Toyota, Hyundai,
and Volkswagen, plan to include Amazon’s voice-controlled digital assistant in their cars. This is
just one example of how automobile companies are forming strategic alliances with technology
companies—all in an effort to make safer cars and to embrace emerging technologies.

Changes in the Workforce

A skilled and knowledgeable workforce is an essential resource for keeping pace with the
rapid rate of change in today’s business world. Employers need reliable workers who are dedi-
cated to promoting strong ties with customers and partners. Employers need to build work-
forces that are capable of efficient, high-quality production, which is needed to compete in
global markets. Smart business leaders also realize that the brainpower of employees plays a
vital role in a firm staying on top of new technologies and innovations. In short, a first-class
workforce can be the foundation of a firm’s competitive differentiation, providing important
advantages over competing businesses. See how McDonald’s is using intelligent decision mak-
ing when it comes to packaging in the “Clean & Green Business” feature.

Companies face several trends that challenge their skills for managing and developing
human resources. These challenges include the aging population and a shrinking labour pool,
the growing diversity of the workforce, the changing nature of work, the need for flexibility
and mobility, and the need to work with others to innovate.

The Aging Population and a Shrinking Labour Pool  As people retire from the
workforce, they take their experience and expertise with them. As Figure 1.7 shows, the Canadian
population as a whole is aging. Today, though, many of those from the baby boom generation, the
huge number of people born between 1946 and 1964, are still hitting the peaks of their careers.
At the same time, members of so-called Generation X (born from 1965 to 1981) and Generation

strategic alliance a
partnership formed to create

a competitive advantage for

the businesses involved; in
international business, a business
strategy in which a company
finds a partner in the country
where it wants to do business.
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Clean & Green Business

Happy Meal Packaging Not All Happy

After enjoying a Happy Meal at McDonald’s, one thought that is
probably not top of mind for kids and parents alike is the impact
of the meal’s packaging on the planet’s forests. In a typical Happy
Meal, in addition to the paper cup and napkins, the burger is
wrapped in paper, as is the plastic straw; the fries arrive in a paper
sleeve; ketchup packets, made from a thin plastic film, are also
supplied—and of course, there’s the plastic toy. At the world’s
largest restaurant chain, serving over 69 million people daily
with 37,000 locations in over 100 countries, all of this packaging,
made primarily from trees, goes straight into the trash and, subse-
quently, a landfill.

In an effort to reduce waste, McDonald’s is working on
improving its sourcing, transportation, and packaging. The com-
pany recently announced that by 2025, all packaging, including
single-use plastic straws, on customer products will come from
“renewable or recycled sources” or sources with a preference for
certification by environmental organizations such as the Forest
Stewardship Council or the Programme for the Endorsement of
Forest Certification. Both not-for-profit organizations have a goal
to protect forests for future generations by setting standards for
responsible forest management. Additionally, by 2025, McDonald’s
has also said that it will make recycling an option at all global loca-
tions. To date, only 10 percent of its 37,000 locations offer recycling.

McDonald’s customers continue to express concern over the
company’s green image. The company acknowledges that it has a
long road ahead to accomplish its goal of recycling 100 percent of

guest packaging at all of its restaurants. Recycling infrastructure,
regulations, and consumer behaviours differ from city to city and
country to country. However, the burger giant believes that even
small changes can and will make a difference.

Questions for Critical Thinking

1. The average American uses six trees worth of paper
each year. In reality, forest products like toilet paper,
napkins, tissues, and paper towels are used by people
every day. What solutions exist to lessen or prevent
clearing the earth’s forests to produce these products?

2. McDonald’s has also committed to place recycling bins
within its stores and to do away with eco-unfriendly and
nearly impossible-to-recycle plastic (polystyrene) foam
cups. Research the status and results of its initiatives.

Sources: Forest Stewardship Council, “About Us,” https://us.fsc.org/
en-us, accessed February 11, 2018; McDonald’s, “Thinking Circular
with More Sustainable Packaging and Recycling,” http://corporate.
mcdonalds.com, accessed February 11, 2018; Melissa Locker, “If
McDonald’s Keeps Its Promise, Your Happy Meal Could Be Green
within Seven Years,” Fast Company, January 16, 2018, http://fastcom-
pany.com, accessed February 11, 2018; Robert Reed, Chicago Tribune,
“McDonald’s to Drop Foam Packaging by Year End,” January 11,
2018, http://www.chicagotribune.com, accessed February 11, 2018;
Ben Geier, “McDonald’s Promises to Become More Eco-friendly,”
ABC Action News, January 30, 2018, https://www.abcactionnews.com,
accessed February 11, 2018.
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Y (born from 1982 to 2005) are building their careers. As a result,
employers are finding more people from different generations
together in the workforce than ever before. This broad age diversity
brings management challenges, such as the need to accept a variety
of work-life styles, the changing expectations of work, and vary-
ing levels of technological expertise. Still, despite the wide range of
ages in the workforce today, some economists predict the Canadian
labour pool could soon fall short as the baby boomers retire.

Technology has intensified the hiring challenge by requiring
workers to have ever-more advanced skills. Although the num-
ber of university-educated workers has increased, the demand
for these workers is still greater than the supply. Because of these
changes, companies are increasingly seeking—and finding—
talent at the extreme ends of the working-age spectrum. Teenagers
are entering the workforce sooner, and some seniors are working
longer—or seeking new careers after retiring from their primary
careers. Many older workers work part-time or flexible hours.
Meanwhile, for those older employees who do retire, employers
must look after a variety of retirement planning and disability pro-
grams, retraining, and insurance benefits.

Increasingly Diverse Workforce The Canadian workforce is growing more
diverse, in age and in other ways, too. Two-thirds of Canada’s population growth is due to
international immigration, particularly from Asia. As illustrated in Figure 1.8, immigration
from India is followed by immigration from China and various Asian and African countries.
Diversity—blending individuals of different genders, ethnic backgrounds, cultures, reli-
gions, ages, and physical and mental abilities—can enhance a firm’s chances of success. Studies
have shown that diverse employee teams and workforces with varied perspectives and experience



tend to perform tasks more effectively and develop better solutions to
business problems than homogeneous groups. According to recent
research by the World Economic Forum, companies are expected to
spend over $15 billion on diversity programs annually.*’

Practical managers also know that attention to diversity issues
can help them avoid damaging legal battles. Losing a discrimination
lawsuit can be very costly, yet, in a recent survey, a majority of exec-
utives from racial and cultural minorities said they had experienced
racism in their jobs and seen discrimination in work assignments.*!

Outsourcing and the Changing Nature of Work
The Canadian workforce is changing, but so is the nature of work.
Manufacturing once accounted for most of Canada’s annual output,
but most Canadian employment has now shifted to services, such as
financial management and communications. Because of this change,
firms must now rely on well-trained service workers who have
knowledge, technical skills, the ability to communicate and deal
with people, and a talent for creative thinking. The internet offers
another business tool for increasing employment flexibility.
Outsourcing is the use of outside vendors to produce goods or fulfill
services and functions that were previously handled in-house or
in-country. In the best situation, outsourcing can reduce costs and
allow a firm to concentrate on what it does best while also accessing
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expertise it may not have. But outsourcing also creates its own
challenges, such as differences in language or culture.

Offshoring is the relocation of business processes to lower-cost locations overseas.
Offshoring can involve both production and services. In recent years, China has emerged as a
prime location for production offshoring, whereas India has become the key player in offshoring
services. Some companies are now structured so that entire divisions or functions are developed
and staffed overseas—the jobs were never in Canada to start with. Another trend in some indus-
tries is nearshoring, outsourcing production or services to nations near a firm’s home base.

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
Flexibility and Mobility Millennials, the largest demographic group in today’s  locations overseas.
workforce, care less about money and the work-comes-first lifestyle, and more about training,
flexibility, diversity and inclusion, and getting along with co-workers. Millennials want
different things than baby boomers, and they also bring a different set of skills to the work-
place. Millennials, who are more open to freelancing or working on contract over traditional ~ base.
full-time employment, expect flexible work hours along with mobility to work at home, a café,

or the office. Many prefer to use technology (including their personal smartphones) to collab-

orate online, where they can share knowledge, a sense of purpose or mission, and a free flow

of ideas across any geographical distance or time zone.*

To retain valued employees, managers of global workforces need to present exciting work
opportunities, build and earn trust, and ensure that all members are acting ethically and
contributing their share without the day-to-day supervision of a more traditional work
environment. Such managers and their employees need to be flexible and responsive to change
while work, technology, and the relationships between them continue to evolve.

nearshoring the outsourcing
of production or services to
locations near a firm’s home

Innovation through Collaboration Some observers also see a trend toward more
collaborative work in the future, as opposed to individuals working alone. Businesses that use
teamwork hope to build a creative setting where all members contribute their knowledge and
skills to solve problems or seize opportunities.

Technology continues to break down the physical barriers that once existed in a work-
place setting where workers arrived at the office primarily for face-to-face collaboration. To
achieve high levels of productivity, employees have become increasingly dependent on tech-
nology—including messaging apps, video conferencing, collaboration platforms, and digital
devices like smartphones and laptops. Using technology, global teams are able to collaborate
from all corners of the world, and physical office presence seems far less important. This has
contributed to a new way of working called crowdsourcing, enlisting the talent of many
people to get work done. Crowdsourcing allows companies to find workers for a specific task
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vision the ability to perceive

marketplace needs and what an
organization must do to satisfy

them.

m Film director,

writer, and inventor James
Cameron (left) knows how to
entertain audiences.

or project in a more efficient and cost-effective way—using online marketplaces to hire global
talent beyond their own workforce.>

The old relationship between employers and employees was simple: workers arrived at
a certain hour, worked at their jobs, and went home every day at the same time. Compa-
nies rarely laid off workers, and employees rarely left for a job at another firm. But all that—
and more—has changed. Employees are no longer likely to remain with a single company
throughout their entire careers. Employees do not expect lifetime loyalty from the companies
they work for, and they do not expect to give that loyalty to any company either. Instead,
today’s employees build their own careers however and wherever they can. These changes
mean that many firms now recognize the value of partnering with employees to encourage
creative thinking and problem solving and to reward risk taking and innovation.

Assessment Check

1.5.1 Define outsourcing, offshoring, and nearshoring.

1.5.2 Describe the importance of collaboration and employee partnership.

1.6 Skills and Attributes Needed by
Today’s Managers

Today’s companies look for managers who are intelligent, highly motivated people who can
create and sustain a vision of how an organization can succeed. The twenty-first-century man-
ager must apply critical thinking skills and creativity to business challenges and lead change.

Importance of Vision

To thrive in the twenty-first century, businesspeople need vision, the ability to perceive
marketplace needs and what an organization must do to satisfy them. Canadian James
Cameron, shown in Figure 1.9, is the Oscar-winning writer and director of such blockbuster
sci-fi films as The Terminator, Aliens, The Abyss, and the most successful film of all time,
Avatar. Cameron has an uncanny ability to know what audiences want and how to produce it.
After he exceeded the budget for Titanic, Cameron persuaded his financial backers to con-
tinue funding the project. To show his confidence that Titanic would succeed, he offered to
give up his fees for writing the screenplay and directing in exchange for receiving a percentage

Photo 12/Alamy Stock Photo
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of box office sales. His financial backers recognized his motivation to complete the film, and
their funding of the film proved to be a good decision. Titanic earned more than $25 million
the first weekend of its release and went on to replace George Lucas’s Star Wars as the biggest
money-making film to date. Cameron’s futuristic 3D creation Avatar broke through that mile-
stone and won 11 Oscars. And to help with budgeting costs for four sequels, Cameron is pro-
ducing all of the expensive underwater scenes at one time. Avatar 2, The Way of Water was
released in 2022. The plan is to release Avatar 3, Fire and Ash, in 2025, and then Avatar 4 and
5 in 2029 and 2031, respectively. The estimated budget for Avatar 3 is $250 million.>*

Another leader with a definite vision is Shake Shack’s Danny Meyer. See the “Business
Model” feature for his story.

Importance of Critical Thinking and Creativity

Critical thinking and creativity are essential characteristics of workers in the twenty-first cen-
tury. Today’s businesspeople need to look at a wide variety of situations, draw connections
between dissimilar information, and develop future-oriented solutions. This need applies to
top executives, mid-level managers, and entry-level workers.

Critical thinking is the ability to analyze and assess information to pinpoint problems
or opportunities. The critical thinking process includes activities such as determining the
authenticity, accuracy, and worth of information, knowledge, and arguments. It involves look-
ing beneath the surface for deeper meaning and connections that can help identify critical
issues and solutions. Without critical thinking, a firm may encounter serious problems.

critical thinking the ability to
analyze and assess information
to pinpoint problems or
opportunities.

Business Model

Shake Shack Blends Up “Enlightened
Hospitality”

Apparently, lots of Torontonians are familiar with Shake Shack and
its business model. In 2017, hundreds of fans lined up at a tempo-
rary pop-up Shake Shack set up inside another trendy restaurant
in the downtown financial district. No doubt this market test for a
future fully operational franchise was deemed a resounding success.

If you've been to New York City recently, you may have seen
that one of its many tourist attractions is a burger joint with a
never-ending line out the door. Based in New York, Shake Shack
is a regional “fast-casual” restaurant known for its high-quality,
sustainably sourced food offerings, which include its signature
“ShackBurger,” hot dogs, crinkle fries, and, of course, milk-
shakes. The quickly growing fast-casual restaurant segment,
which includes Chipotle and Panera, is a hybrid of fast food and
casual dining. Compared with fast food restaurants, Shake Shack
offers healthier, higher-quality, and specially prepared food in an
upscale setting with top-notch service.

Shake Shack’s owner, restaurateur Danny Meyer, is an exam-
ple of someone who has reaped significant rewards operating
within the private enterprise system. By successfully identifying
and serving the needs and demands of customers who think noth-
ing of standing in long lines to experience all-natural menu items
and great customer service, Meyer has created somewhat of a cult
following for his Shake Shack dining experience.

Also coveted for its frozen custard, Shake Shack’s core phi-
losophy is based on the simple mantra of “enlightened hospital-
ity,” which translates to a warmer, friendlier, and more engaging
customer service experience for its burger-loving clientele. Known
affectionately as the “Shack Team,” employees are expected to
embody the “5 tenets of enlightened hospitality”: “taking care
of each other, our guests, our community, our suppliers, and our
stockholders.” With its IPO in 2015, the Shack Team has more

than just a few shareholders to consider and has expanded beyond
the Big Apple to locations including Miami, Chicago, Atlanta,
and Austin. Globally the company has more than 30 franchises
outside the United States in Japan, the Middle East, Turkey, and
the United Kingdom. With a vision of “stand for something good,”
Meyer’s Shack Team seems to be serving up its unique dining
experience to an increasing number of satisfied customers.

Questions for Critical Thinking

1. Shake Shack plans to continue its global expansion.
Critics are concerned that Shake Shack’s regional
strength in its New York hub may not translate to other
countries like Canada. Do you agree? Why or why not?

2. Inregardtosustainability, many consumersbelieve that
ethically raised animals are not just better for their
diets but also better for the overall community and the
global supply chain. Research fast-casual dining and
provide examples of how, in addition to using hormone-
and antibiotic-free beef, for example, this restaurant
sector has gained traction among millennials.

Sources: Amy Grief, “Huge Crowd Shows Up for Shake Shack in
Toronto,” blogTO, January 18, 2017, www.blogto.com/eat_drink/
2017/01/shake-shack-crowds-toronto/, accessed January 4, 2018;
www.shakeshack.com, accessed January 20, 2016; Melody Hahm,
“Why Shake Shack Won’t Be the Next Chipotle,” Yahoo Finance,
August 19, 2015, http://finance.yahoo.com, accessed January 20, 2016;
Leslie Picker and Craig Giammona, “For Shake Shack and Box, a
Harsh Post-IPO Reality Sets In,” Bloomberg Business, March 11, 2015,
www.bloomberg.com, accessed January 20, 2016; Roberto A. Ferdman,
“The Chipotle Effect: Why America Is Obsessed with Fast Casual
Food,” Washington Post, February 2, 2015, www.washingtonpost.com,
accessed January 20, 2016; Trefis Team, “How the Fast Casual Segment
Is Gaining Market Share in the Restaurant Industry,” Forbes, June 23,
2014, www.forbes.com, accessed January 20, 2016.
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creativity the capacity
to develop novel solutions
to perceived organizational
problems.

Creativity is the capacity to develop novel solutions to perceived organizational prob-
lems. Most people think of creativity in terms of writers, artists, musicians, and inventors, but
that definition is very limited. In business, creativity refers to being able to see better and
different ways of doing business. A computer engineer who solves a glitch in a software
program is performing a creative act, as is a shipping clerk who finds a way to speed up the
delivery of the company’s overnight packages. Sometimes a crisis calls for creative leadership.
For example, Captain Chesley Sullenberger famously guided US Airways Flight 1549 to a safe
landing in New York’s Hudson River. In doing so, he had already made immediate and critical
decisions when both his plane’s engines quit after hitting birds upon takeoff. Sullenberger’s
quick thinking and years of training saved the lives of his passengers and crew members and
the people on the ground. “Losing thrust on both engines, at low speed, at a low altitude, over
one of the most densely populated areas on the planet. Yes, I knew it was a very challenging
situation,” he said. As the plane lost altitude, Sullenberger ruled out returning to LaGuardia
Airport or attempting to land at a nearby New Jersey airport. Instead, he opted to splash down
in the river, close to a ferry terminal. “I needed to touch down with the wings exactly level . . .
the nose slightly up . . . [and] just above our minimum flying speed, but not below it.” He
accomplished those seemingly impossible feats and saved all 155 people on board.*

Some practice and mental exercise can cultivate your own ability to think creatively. See
Figure 1.10 for some exercises and guidelines to improve your creativity.

Creativity and critical thinking must do more than generate new ideas. They must lead to
action. In addition to creating an environment in which employees can nurture ideas, manag-
ers must give employees opportunities to take risks and try new solutions.

Ability to Lead Change

Today’s business leaders must guide their employees and organizations through the changes
brought about by technology, marketplace demands, and global competition. Managers must
be skilled at recognizing employee strengths and motivating people to move toward common
goals as members of a team. Throughout this book, real-world examples show how companies
have initiated major change initiatives. Most, if not all, of these companies have been led by
managers who are comfortable with making the tough decisions that are needed in today’s
fluctuating conditions.

Factors that require organizational change can come from both external and internal
sources; successful managers must be aware of both types of factors. External forces might
include feedback from customers, developments in the international marketplace, economic
trends, and new technologies. Internal factors might arise from new company goals, emerging
employee needs, labour union demands, or production problems.

In a group, brainstorm by listing ideas as they come to mind. Don’t criticize other

people’s ideas, but build on them. Wait until later to evaluate and organize the ideas.

« Think about how to make familiar concepts unfamiliar. A glue that doesn’t stick
very well? That was the basis for 3M’s popular Post-it Notes.

« Plan ways to rearrange your thinking by asking simple questions, such as “What

features can we leave out?” or by imagining what it feels like to be the customer.

« Cultivate curiosity, openness, risk, and energy as you meet people and encounter
new situations. View these encounters as opportunities to learn.

Treat failures as additional opportunities to learn.

Get regular physical exercise. When you work out, your brain releases endorphins,
and these chemicals stimulate creative thinking.

Pay attention to your dreams and daydreams. You might find that you already know
the answer to a problem.

m Exercises and Guidelines to Promote Creative Thinking
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Assessment Check

1.6.1 Why is vision an important managerial quality?

1.6.2 What is the difference between creativity and critical thinking?

1.7 What Makes for a Successful and
Admired Company?

How do we measure business success? What makes a company and its management success-
ful depends on the criteria used. As illustrated in Figure 1.1 presented at the start of this
chapter, the goals businesspeople set for themselves and their organizations are at the centre
of all activity. Whether a company is successful has much to do with achieving those goals and
the actions taken by the organization’s management.

We admire and celebrate the success of people and firms who not only achieve desirable
goals set by the organization but are also consistent with our concept of fair play and contri-
bution to the greater good of society. So, it follows that businesses that bring to market prod-
ucts and services that satisfy customer needs in a socially responsible manner will be admired
while those that are perceived to be conducting themselves unethically and possibly harming
society will not. Every year, business magazines and organizations publish lists of compa-
nies that they consider to be “most admired.” Companies, like individuals, may be admired
for many reasons. Some of these reasons might include solid profits, stable growth, a safe
and challenging work environment, high-quality goods and services, and business ethics and
social responsibility. Business ethics are the standards of conduct and moral values involved
in decisions made in the work environment. Social responsibility is a management philosophy
that includes contributing resources to the community, preserving the natural environment,
and developing or participating in not-for-profit programs designed to promote the well-being
of the general public. We explore these topics more deeply in Chapter 4. You’ll also find busi-
ness ethics and social responsibility examples throughout this text. For businesses to behave
ethically and responsibly, their employees need to have strong moral compasses that guide
them. The “Judgement Call” feature demonstrates some of the challenges of defining what
is ethical.

Judgement Call

Volkswagen Fails the Emissions Test

Established in 1937, German giant Volkswagen is the second-
largest automobile manufacturer in the world behind Toyota.
With three cars in the top 10 list of the best-selling cars of all
time—the Golf, the Beetle, and the Passat—Volkswagen recently
celebrated a record year, surpassing sales of 10 million cars.
Despite its success as an iconic brand with car models that span
multiple revisions and generations, cheating on an emissions test
landed the company in a shocking situation.

How did this happen? Volkswagen knowingly placed in
cars software that turns emissions control systems on and off.
This type of software is commonly called “defeat software,”
which turns off emissions controls when driving normally and
turns them on when the car is undergoing an emissions test. The
U.S. Environmental Protection Agency (EPA) first discovered the
device in diesel engines. The software detects when engines are
being tested—and when Volkswagen’s four-cylinder cars weren’t
hooked up to emissions testing equipment, they did, in fact, emit

up to 40 times more pollution than allowed under U.S. standards.
When the car recognizes that it is being tested, it communicates
with the car’s computer to adjust how the car is running, thereby
reducing emissions to legal levels. The result: inaccurate emis-
sions tests on diesel vehicles fitted with the device.

Volkswagen Group of America admitted it was totally at fault
over the vehicle emissions issue, which led to an investigation of
the German carmaker for deliberately cheating on U.S. emissions
tests. Volkswagen was remorseful, and its CEO abruptly resigned.
The company wanted nothing more than to gain back the trust of
its coveted customers—many of whom felt betrayed.

According to the EPA, using a defeat device in cars to
evade clean air standards is illegal and a threat to public health.
Fallout from the emissions scandal continues, with $18 billion
in penalties from the EPA, criminal prosecutions, and 11 million
loyal customers possibly looking elsewhere for their next car
purchase. If that isn’t enough, within the first four weeks after
the emissions scandal hit, the company’s stock price slid by
20 percent.
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Recently, Volkswagen agreed to spend more than $25 billion
in North America to address claims from owners, environmental
regulators, U.S. states, and car dealers and to make buyback
offers. The company said it had set aside $30 billion to address
the scandal. The agreement provides for cash payments to owners
of about 20,000 3.0-litre Volkswagen, Audi, and Porsche diesel
vehicles in Canada, subject to court approval. The German auto-
maker also agreed to pay a C$2.5-million civil penalty for violating
Canadian consumer protection laws.

Questions for Critical Thinking

1. What impact do you think the emissions scandal will
have on future sales of Volkswagen cars in North
America?

2. Knowing that the company acknowledged its wrong-

doing, would you purchase a car from Volkswagen in
the near future? Why or why not?

Sources: David Shepardson, “Volkswagen Agrees to $232 Million
3.0-Liter Canadian Emissions Settlement,” Reuters, January 12, 2018,
https://ca.reuters.com/article/businessNews/zidCAKBN1F12LC-
OCABS; Karl Russell, Guilbert Gates, Josh Keller, and Derek
Watkins, “How Volkswagen Got Away with Diesel Deception,”

New York Times, January 5, 2016, www.nytimes.com, accessed
January 21, 2016; Dan Neil, “VW Lost Its Moral Compass in Quest
for Growth,” Wall Street Journal, September 24, 2015, www.wsj.com,
accessed January 21, 2016; Alfred Joyner, “VW Emissions

Scandal Explained in 60 Seconds,” International Business Times,
September 23, 2015, www.ibtimes.co.uk, accessed January 21, 2016;
Bill Chappell, “Volkswagen CEO Resigns, Saying He’s ‘Shocked’

by Emissions Scandal,” National Public Radio, September 23, 2015,
www.npr.org, accessed January 21, 2016; Timothy Gardner and
Bernie Woodall, “Volkswagen Could Face $18 Billion Penalties from
EPA,” Reuters, September 18, 2015, http://in.reuters.com, accessed
January 21, 2016; Andrea Murphy, “2015 Global 2000: The World’s
Biggest Auto Companies,” Forbes, March 6, 2015, www.forbes.com,
accessed January 21, 2016.

Asyou read this text, you’ll be able to make up your mind about why companies should—
or should not—be admired. Fortune publishes two lists of most-admired companies each year,
one for U.S.-based firms and one for the world. The list is compiled from surveys and other
research conducted by the Hay Group, a global human resources and organizational consult-
ing firm. Criteria for making the list include innovation, people management, use of corpo-
rate assets, social responsibility, quality of management, and quality of products and services.
Fortune ranked Apple as the number-one most-admired company in 2024. Its complete “Top
Ten” list can be found online. Interestingly, four other technology companies Microsoft,

Amazon, Alphabet, and Nvidia, made the list too.®

Assessment Check

1.7.1 Define business ethics and social responsibility.

1.7.2 Identify three criteria used to judge whether a company might be considered admirable.

What’s Ahead

As business speeds along in the twenty-first century, new technologies, population shifts, and
shrinking global barriers will alter the world at a frantic pace. Businesspeople trigger many of
these changes by creating new opportunities for individuals who are prepared to take action.

Studying contemporary business will help you prepare for the future.

Throughout this text, you’ll be exposed to the real-life stories of many businesspeople.
You’ll learn about a range of business careers and the daily decisions, tasks, and challenges
that businesspeople face. By the end of the course, you’ll understand how marketing, produc-
tion, accounting, finance, and management work together to provide competitive advantages
for firms. This knowledge can help you become a more capable employee and enhance your

career potential.

Now that this chapter has introduced a conceptual map to guide your study and some
basic terms and issues in the business environment, Chapter 2 deals with economic challenges
facing businesses today. Chapter 3 focuses on international business and the challenges and
opportunities faced by companies competing in world markets, and Chapter 4 takes a detailed

look at the ethical and social responsibility issues facing businesses today.
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Chapter in Review

Summary of Learning Objectives

LEARNING OBJECTIVE 1.1 Define business.

Business consists of all profit-seeking activities that provide goods
and services necessary to an economic system. Not-for-profit organ-
izations are business-like establishments whose primary objectives
involve social, political, governmental, educational, or similar func-
tions instead of profits.

Assessment Check Answers

1.1.1 What activity lies at the heart of every business endeav-
our? At the heart of every business endeavour is an exchange
between a buyer and a seller.

1.1.2 What are the primary objectives of a not-for-profit orga-
nization? Not-for-profit organizations place public service above
profits, although they need to raise money to operate and achieve
their social goals.

LEARNING OBJECTIVE 1.2
nomic factors of production.

Identify and describe the eco-

The factors of production have four basic inputs: natural resources, cap-
ital, human resources, and entrepreneurship. Natural resources include
all productive inputs that are useful in their natural states. Capital
includes technology, tools, information, and physical facilities. Human
resources include anyone who works for the firm. Entrepreneurship is
the willingness to take risks to create and operate a business.

Assessment Check Answers

1.2.1 Identify the four basic inputs to an economic system.
The four basic inputs are natural resources, capital, human resources,
and entrepreneurship.

1.2.2 List four types of capital. Four types of capital are technol-
ogy, tools, information, and physical facilities.

LEARNING OBJECTIVE 1.3 Describe the private enterprise
system.

The private enterprise system is an economic system that rewards
firms for being able to perceive and serve the needs and demands
of consumers. Competition in the private enterprise system means
success for firms that satisfy consumer demands. Citizens in a pri-
vate enterprise economy enjoy rights to private property, profits, free-
dom of choice, and competition. Entrepreneurship drives economic
growth.

Assessment Check Answers

1.3.1 What is an alternative term for the private enterprise
system? Capitalism is an alternative term for the private enterprise
system.

1.3.2 What is the most basic freedom under the private enter-
prise system? The most basic freedom is the right to private
property.

1.3.3 What is an entrepreneur? An entrepreneur is a risk taker
who is willing to start, own, and operate a business.

LEARNING OBJECTIVE 1.4
tory of business.

Identify the seven eras in the his-

The seven historical eras are the colonial period, the Industrial Rev-
olution, the age of industrial entrepreneurs, the production era, the
marketing era, the relationship era, and the social era. In the colonial
period, businesses were small and rural, emphasizing agricultural
production. The Industrial Revolution brought factories and mass pro-
duction to business. The age of industrial entrepreneurs built on the
Industrial Revolution through an expansion in the number and size of
firms. The production era focused on the growth of factory operations
through assembly lines and other efficient internal processes. During
and following the Great Depression, businesses concentrated on find-
ing markets for their products through advertising and selling, giving
rise to the marketing era. In the relationship era, businesspeople focus
on developing and sustaining long-term relationships with customers
and other businesses. The social era of business can be described as
a new approach to the way businesses and individuals interact, con-
nect, communicate, share, and exchange information with each other
in virtual communities and networks around the world. Technology
promotes innovation and communication, while alliances create a
competitive advantage through partnerships.

Assessment Check Answers

1.4.1 What was the Industrial Revolution? The Industrial
Revolution began around 1750 in England. It moved business
operations from an emphasis on independent, skilled workers to a
factory system that mass produced items.

1.4.2 During which era was the idea of branding
developed? The idea of branding began in the marketing era.

1.4.3 What is the difference between transaction manage-
ment and relationship management? Transaction management
focuses on building, promoting, and selling enough products to cover
costs and earn profits. Relationship management is the collection of
activities that build and maintain ongoing ties with customers and
other parties.

LEARNING OBJECTIVE1.5 Explaincurrenttrendsinbusiness.

The workforce is changing in two significant ways: (1) it is aging
and the labour pool is shrinking and (2) it is becoming increasingly
diverse. The nature of work has shifted toward services and a focus
on information. More firms now rely on outsourcing, offshoring, and
nearshoring to produce goods or to fulfill services and functions that
were previously handled in-house or in-country. Today’s workplaces
are also becoming increasingly flexible, allowing employees to work
from different locations and through different relationships. Compa-
nies promote innovation through teamwork and collaboration.

Assessment Check Answers

1.5.1 Define outsourcing, offshoring, and nearshoring.
Outsourcing involves using outside vendors to produce goods or
to fulfill services and functions that were once handled in-house.
Offshoring is the relocation of business processes to lower-cost
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locations overseas. Nearshoring is the outsourcing of production or
services to nations near a firm’s home base.

1.5.2 Describe the importance of collaboration and employee
partnership. Businesses are increasingly focusing on collabora-
tion, rather than on individuals working alone. No longer do employ-
ees just put in their time at a job they hold their entire career. The
new employer-employee partnership encourages teamwork, creative
thinking, problem solving, and innovation. Managers are trained to
listen to and respect employees.

LEARNING OBJECTIVE 1.6
needed for today’s manager.

Identify the skills and attributes

Today’s managers need vision, which is the ability to perceive both
marketplace needs and the way their firm can satisfy those needs.
Critical thinking skills and creativity allow managers to pinpoint
problems and opportunities and plan novel solutions. Finally, man-
agers are dealing with rapid change, and they need skills to help
lead their organizations through shifts in external and internal
conditions.

Assessment Check Answers

1.6.1 Why is vision an important managerial quality? Mana-
gerial vision allows a firm to innovate and adapt to meet changes in

1.6.2 What is the difference between creativity and critical
thinking? Critical thinking is the ability to analyze and assess infor-
mation to pinpoint problems or opportunities. Creativity is the capacity
to develop novel solutions to perceived organizational problems.

LEARNING OBJECTIVE 1.7 Outline the characteristics that
make for a successful and admired company.

A company is usually admired for its solid profits, stable growth, a
safe and challenging work environment, high-quality goods and ser-
vices, and business ethics and social responsibility.

Assessment Check Answers

1.7.1 Define business ethics and social responsibility. Busi-
ness ethics are the standards of conduct and moral values involved
in decisions made in the work environment. Social responsibility is
a management philosophy that includes contributing resources to
the community, preserving the natural environment, and developing
or participating in not-for-profit programs designed to promote the
well-being of the general public.

1.7.2 Identify three criteria used to judge whether a com-
pany might be considered admirable. Criteria used in judg-
ing whether companies are admirable include solid profits, stable
growth, a safe and challenging work environment, high-quality goods

the marketplace.

and services, and business ethics and social responsibility.

Business Terms You Need to Know

brand aname, term, sign, symbol, design, or
some combination that identifies the products
of one firm and shows how they differ from
competitors’ offerings.

branding the process of creating in
consumers’ minds an identity for a good,
service, or company; a major marketing tool in
contemporary business.

business all profit-seeking activities and
enterprises that provide goods and services
necessary to an economic system.

capital production inputs consisting of
technology, tools, information, and physical
facilities.

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 system.

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.

consumer orientation a business
philosophy that focuses first on consumers’
unmet wants and needs, and then designs
products to meet those needs.

creativity the capacity to develop novel
solutions to perceived organizational problems.

critical thinking the ability to analyze and
assess information to pinpoint problems or
opportunities.

diversity the blending of individuals of
different genders, ethnic backgrounds, cultures,
religions, ages, and physical and mental
abilities to enhance a firm’s chances of success.

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

entrepreneurship the willingness to take
risks to create and operate a business.

factors of production four basic inputs
for effective economic operation: natural
resources, capital, human resources, and
entrepreneurship.

human resources production inputs
consisting of anyone who works, including
both the physical labour and the intellectual
inputs contributed by workers.

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

nearshoring the outsourcing of production
or services to locations near a firm’s home base.

not-for-profit organizations organizations
whose primary aims are public service, not
returning a profit to their owners.

offshoring the relocation of business
processes to lower-cost locations overseas.

outsourcing using outside vendors to
produce goods or fulfill services and functions
that were previously handled in-house or in-
country.

private enterprise system an economic
system that rewards firms for their ability to

identify and serve the needs and demands of
customers.

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, and various intangible
kinds of property.

profits rewards for businesspeople who take
the risks involved in offering goods and services
to customers.

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
other parties.

social era the business era in which firms
seek ways to connect and interact with
customers using technology.

strategic alliance a partnership formed

to create a competitive advantage for the
businesses involved; in international business,
a business strategy in which a company finds
a partner in the country where it wants to do
business.

transaction management building and
promoting products in the hope that enough
customers will buy them to cover costs and
earn profits.

vision the ability to perceive marketplace
needs and what an organization must do to
satisfy them.
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1. Why is business so important to a country’s economy?

2. In what ways are not-for-profit organizations a substantial part of
the Canadian economy? What challenges do not-for-profits face?

3. Identify and describe the four basic inputs that make up the fac-
tors of production. Give an example of each factor of production that
an auto manufacturer might use.

4. What is a private enterprise system? What four rights are critical
to the operation of capitalism? Why would capitalism function poorly
in a society that does not ensure these rights for its citizens?

5. In what ways is entrepreneurship vital to the private enterprise
system?

6. Identify the seven eras of business in North America. How were
businesses changed during each era?

Projects and Teamwork Applications

7. Describe the focus of the most recent era of business. How is this
era different from previous eras?

8. Define partnership and strategic alliance. How might a motorcycle
dealer and a local radio station benefit from an alliance?

9. Identify the major changes in the workforce that will affect the
way managers build a world-class workforce in the twenty-first cen-
tury. Why is brainpower so important?

10. Identify four qualities required by the “new” managers of the
twenty-first century. Why are these qualities important in a competi-
tive business environment?

The entrepreneurial spirit fuels growth in the Canadian economy.
Choose a company that interests you—one you have worked for or
dealt with as a customer—and read about the company in the library
or visit its website. Learn what you can about the company’s early
history: Who founded it and why? Is the founder still with the organi-
zation? Do you think the founder’s original vision is still embraced by
the company? If not, how has the vision changed?

Brands distinguish one company’s goods or services from its
competitors’. Each company you purchase from hopes that you will
become loyal to its brand. Some well-known brands are Tim Hortons,
Burger King, Coca-Cola, Hilton, and Old Navy. Choose a type of good
or service you use regularly and identify the major brands associated
with it. Are you loyal to a particular brand? Why or why not?

More and more businesses are forming strategic alliances to
become more competitive. Sometimes, businesses pair up with not-
for-profit organizations in a relationship that is beneficial to both.
Choose a company whose goods or services interest you, such as
lululemon athletica, Timberland, FedEx, General Mills, or Canadian
Tire. On your own or with a classmate, research the firm on the
internet to learn about its alliances with not-for-profit organizations.
Describe one of the alliances, including the goals and benefits to both
parties. Create a presentation for your class.

This chapter describes how the nature of the workforce is
changing: the population is aging, the labour pool is shrinking, the
workforce is becoming more diverse, the nature of work is changing,
the workplace is becoming more flexible and mobile, and employers
are promoting innovation and collaboration among their employees.
Form teams of two to three students. Select a company and research
how that company is responding to changes in the workforce. When
you have completed your research, be prepared to present it to your
class. Choose one of the following companies or select your own:
BCE, TELUS, 3M, Marriott, or Dell.

Many successful companies today use technology to help them
improve their relationship management. Suppose a major grocery
store chain’s management team has asked you to assess its use of
technology for this purpose. On your own or with a classmate, visit
one or two local grocery stores and explore their corporate websites.
Note the ways in which firms in this industry already use technology
to connect with their customers. List at least three new ways these
firms can use technology to connect with their customers, or list
three improvements to their existing methods. Present your findings
to the class as if you were presenting to the management team.

Cases

Case 1A Canadian Ente

iners Are Cultivati

Global Audiences Online

Since its commercial debut in the mid-1990s, the internet has
evolved into an integral communications tool for the enter-
tainment industry. Artists and audiences can easily experience
two-way communication through software tools designed to
create a sense of familiarity and relationship. Besides hav-
ing websites where samples of their music can be tested out
with audiences, artists can ask for feedback and create a

dialogue through YouTube, Instagram, Facebook, Twitter/X, and
other social media. The internet has democratized the indus-
try by allowing any artist to develop a relationship with audi-
ences online. Bypassing the traditional barriers to entry has
meant many artists have been discovered who might have
followed a different path to success if the internet were not
available.
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Drake and Bieber

Aubrey Drake Graham is better known to his fans by his stage
name—Drake. The Toronto native was a child actor on the tele-
vision series Degrassi: The Next Generation, but he always loved
music. He released a demo that eventually found its way into the
hands of rap star Lil Wayne, who became Drake’s mentor. Drake
signed with Lil Wayne’s record label, Young Money Entertainment,
in 2009, but it was his 2004 YouTube postings that helped him
develop his music career. By the age of 25 he had made over $25
million as a rapper—far more than the $40,000 annual salary he
earned starring on Degrassi! Like many in his industry, Drake reg-
ularly uses social media to connect with fans and keep them up to
date on his career.

Similarly, Justin Bieber, whose public image some might
think of as “good boy turned bad boy turning good boy again,” has
made good use of the internet to interact with his fans. Love him
or hate him, no one can deny that his rise to fame was meteoric.
In 2007 he had a modest fan base who watched him on YouTube.
Eventually these “Mom-produced” videos came to the attention
of talent agent Scooter Braun, who became Bieber’s agent and
introduced him to the many industry insiders who would make
his dream of a music career a reality.

It is an understatement to say that YouTube and social media
led to Bieber’s discovery and career development. Social media
has made it easier for talented young artists such as Bieber and
Drake to get recognized and have their chance at stardom. Agents
like Braun use the internet regularly to search for new talent.
Online popularity and an online fan base can be early signs of
likely success.

The internet also plays a major role in linking the various
players in the music industry. A close connection with fans is
made easier by posting personal comments, articles, interviews,
television shows, music videos, and other content. Such posts help
to build “buzz,” which is critical to drawing the attention of agents
like Braun.

Disrupting the Old Music Model

The internet has become a showplace for musical entertainment
and a disruptor of the old ways of doing business. Traditional
media such as radio, television, and magazines give artists expo-
sure to large audiences, such as lovers of a particular music
genre. Social media sites provide content to much smaller niche
markets—fans of a particular artist. For example, when viewers
want to see Drake or Justin Bieber perform, they can log on to
their dedicated YouTube channels, which are also available on
mobile devices. And, unlike television or radio, YouTube allows

customers to not only listen to songs but also purchase the songs
through sites such as Apple’s iTunes store or stream them over
Spotify or Apple Music.

Today, the internet delivers samples of an artist’s work to
fans, links to buy their products, and a way to develop a rela-
tionship with fans. In 2018, Drake released his Scorpion double
album digitally first via music streaming services. But it can also
put the artists in the social media spotlight, subjecting them to
constant scrutiny. Some of Drake’s tracks on Scorpion lament how
being under the constant spotlight of social media—his Instagram
account has more than 50 million followers—can eat away at him.
Bieber also feels the heat of being in the media, including when
he faced backlash from some of his 100 million followers on Ins-
tagram who thought that his April Fools’ joke posting in 2019 that
he and his wife Hailey Baldwin were expecting a baby was insen-
sitive to people with fertility problems.

The internet has changed the way many artists like Drake
and Bieber communicate and develop their relationships with
their fan base using social media. Drake and Bieber use a variety
of tools, such as blogs, Tweets, and videos, to develop and main-
tain their connection with fans.

Questions for Critical Thinking

1. How would you improve Drake’s or Justin Bieber’s web
presence?

2. Whatis another type of business that could use the inter-
net to improve communications between participants?

Sources: Justin Bieber, www.justinbiebermusic.com, accessed March
11, 2018; Justin Bieber Instagram account, @justinbieber, www.
instagram.com/justinbieber/, accessed April 28, 2019; Justin Bieber
Facebook page, www.facebook.com/JustinBieber, accessed March 11,
2018; Justin Bieber Twitter account, http://twitter.com/justinbieber,
accessed March 11, 2018; Justin Bieber Zone, www.justinbieberzone.
com, accessed March 11, 2018; Cydney Henderson, “Justin Bieber
Slammed for ‘Insensitive’ Fake Pregnancy Post on April Fools’ Day,”
Hamilton Spectator, April 2, 2019; Drake official Instagram account,
@drakerelated, www.instagram.com/drakerelated, accessed April 28,
2019; David Friend, “Drake Drops New Album, Addresses Son
Rumours,” CTV News, June 29, 2018; Caitlin Dewey, “From Startup to
Pop Culture Conqueror,” Montreal Gazette, February 18, 2015, p. C8;
Marcus Hondro, “Bieber Hits 16 Million Twitter Followers on New
Year’s Day,” Digital Journal, January 3, 2012, www.digitaljournal
.com/article/317183#ixzz1iP4EpfDS; Michael Paterniti, “How

to Drake It in America,” GQ, June 2013, www.gq.com, accessed
February 18, 2015; YouTube video, “Drake before He Got Famous!!”
produced 2004, posted July 23, 2013, www.youtube.com/watch?v=
DKgmXJtDh7Y.

Case 1B Vancity: On Top of Its Game

What makes a great organization? Well, if winning multiple
national awards is a positive signal, Vancity Credit Union is
definitely on the right path! In 2018, Vancity was named one of
Canada’s top 100 employers, top family-friendly employers, and
greenest employers. What does Vancity do right to deserve all this
external recognition?

Keeping Employees Happy and Healthy

This Vancouver-based cooperative was founded in 1946; it began
with only $22 in total assets, aiming to lend money to those the
banks ignored. Today it is Canada’s largest credit union, with over
600,000 clients, 2,627 employees, and more than $36 billion in assets.




As a member-owned credit union, it provides a complete range of
financial services to its 525,000 members. Vancity continues to be
committed to its original purpose and values: working with people
and communities to help them thrive and prosper, all the while
operating with integrity, innovation, and responsibility.

Vancity acknowledges that a healthy and committed work-
force is the reason it is able to sustain productivity and finan-
cial success within a competitive industry. Vancity provides its
employees with the opportunity to help set corporate policies and
procedures that impact both their work and home life. At work,
employees enjoy business casual dress, listening to music while
they work, participating on Vancity sports teams, and attending a
host of social events.

Vancity has other family-friendly programs as well. For
example, the cooperative understands that if an employee has a
young child, it may be necessary to build a workday that allows
for flexibility. This positive approach recognizes the challenges of
balancing work and life commitments and empowers employees
to create the right environment to thrive at both.

The organization offers several alternative work options,
including telecommuting, flexible hours, shortened work-
weeks (fewer hours with less pay), and compressed workweeks.
Employees are given full pay for working 35 hours a week.

Over the years and primarily driven by employees’ desire for
personal development, Vancity has initiated a number of programs
to help employees adopt a plan for a healthier life. Programs have
included opportunities to work with employee assistance program
providers to develop personal plans for health and wellness.

Vancity offers a competitive pay and benefits program that
includes dental and life insurance, three to six weeks of annual
vacation, maternity and paternity leave top-ups, and care days
that can be used for personal and family illness or injury. Other
rewards include tuition reimbursement, retirement planning, and
reduced rates on personal financial services such as mortgages
and loans. Employees also have a chance to attend Vancity’s coop-
erative studies program in Italy, where co-ops are well established.

Vancity has a young corporate culture—the average age of
its employees is 40, and 94 percent of its new recruits are under
40. Even its former CEO, Tamara Vrooman, was only 39 when
she took the helm in 2007 (she served until July 2020, after which
Christine Bergeron took over). The cooperative once threw a
party for 2,200 employees and guests, and hip-hop dancers and
a slam poet entertained the crowd until 3 a.m. Young employees
organized the event for their peers. “We’re interested in creating
energy, we're interested in having people connect,” Vrooman says.
“And young people tell us that’s an important part of the entire
employee experience that they come to Vancity to enjoy.”

There are some challenges in human resources, too. Every
year the cooperative surveys employees, and it did not meet its
targets for employee engagement for three years in a row, which
it blamed partly on workforce and budgetary reductions. The
employee engagement target is set at 75 percent, but in those
years it did not reach beyond 64 percent. “The Executive Lead-
ership Team’s compensation is tied to achieving this significant
stretch target, reflecting how important it is we improve employee
engagement and their pivotal role and responsibility in making
this happen,” Vancity said in its annual accountability report to
members.

In response to the first disappointing employee survey, the
cooperative held focus groups with 120 employees, who said
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they were concerned, among other things, that individual goals
were not aligned with those of the organization; that work pro-
cesses, tools, and resources were not streamlined to improve
efficiency; and that managers lacked support to manage perfor-
mance effectively. To re-engage employees, Vrooman said Vancity
would increase investment in training and development, renew
the organization’s IT infrastructure, and provide employees with
growth opportunities by focusing on new areas. Among other
things, the organization examined its process for conducting
employee performance reviews; as a result, it clarified the pro-
cess, told managers to focus on ongoing employee coaching, and
provided employees with online training and support materials to
help them improve in areas identified during their performance
reviews. It then planned on examining its monetary and nonmon-
etary compensation strategies.

Keeping the Organization Healthy

Vancity uses a triple-bottom-line business model; it is driven
to achieve financial success but also focuses on environmen-
tal and social sustainability. Vancity is in a healthy financial
position with rising membership because it takes an innova-
tive approach in serving the financial needs of its members.
It was the first Canadian financial institution to offer mortgages
to women, the first to use traditional media to market directly
to the LGBTQ+ community, the first North American credit
union to receive an R1 rating from DBRS Morningstar, and the
first financial institution to offer its own socially responsible
mutual fund.

Vancity’s vision to achieve positive social change has suc-
ceeded through a number of programs, such as one called Shared
Success. Through this program, Vancity gives back a significant
portion of net profits (generally 30 percent) each year to members
and to communities. Since the program was introduced, a total of
$221 million has been shared with members and redistributed as
community grants and other funding initiatives. Among the grant
recipients was Just Beginnings Flowers, a not-for-profit florist that
provides jobs to people with barriers to employment, which was
selected to provide victory ceremony bouquets for the 2010 Win-
ter Olympics in Vancouver. Other successful Vancity programs
include its Pigeon Park Savings program, which provides bank-
ing services to the poor, and Each One, Teach One, which trains
selected employees to teach basic financial literacy skills to new-
comers to Canada.

A focus on giving back to the community makes decision
making in a credit union more challenging, since maximizing
shareholder profit is not the only goal. Vancity managers take
leadership training in values-based decision making. An employee
survey found that 95 percent said they feel great about the organi-
zation’s corporate social responsibility approach.

“What makes a credit union is that we are community-
based,” Vrooman says. “We make decisions locally, we get to know
our members, we live and work where they live and work, and
when you start to expand beyond that we need to make sure that
we keep the key thing that differentiates us from a large bank,
which is the local decision-making. That’s the biggest challenge:
how to keep the credit union niche while you grow.”

Starting in 1995, before doing so was popular, Vancity
focused on its own environmental performance. Vancity achieved
its target of being the first carbon-neutral North American-based
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financial institution. Through its climate change strategy, Vancity 3. Vancity’s financial position allows it to take innovative
has supported innovative partnerships involving public transpor- approaches to meeting the needs of its members. If you
tation and green building projects. It also invests in organizations were a competitor, would you try to emulate Vancity’s
doing climate change work. innovative approach? Why or why not?

The organization is also a strong supporter of women. For 4. What new initiatives is Vancity Credit Union under-
example, among its 2024 board of directors, six of nine directors, taking right now for its employees and members?
including the chair, were women.
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