· What is Business Administration, why is it important to this field of study?

Business Administration provides and introduction to the business world. Business Administration includes a number of important concepts to understand as one progresses though the business world. Concepts such as Conducting Business in the Global Economy in which one would understand the fundamentals of business and economics, practice ethical behavior and social responsibility, and understand how to compete in the global economy. One must understand how to Start and Organize a Small Business which would include how to finance it, and selecting the proper form of business ownership. One must understand how to Manage a Business by understanding the functions and roles of management, how to organize and work in teams, and how to produce quality goods an services. One must know how to Manage Employees by motivating them and handling relations, in addition to managing human resources. One must Develop Marketing Strategies to Satisfy Customers by developing product and pricing strategies as well as distribution and promotional strategies. And lastly one must understand how to Manage Financial Information and Resources though analyzing and using financial information and understanding backing and securities.

· Explain Three Factors of Production, and why they are important to business?

There are a number of important factors of production, the three primary being natural resources, human resources, and financial resources. Natural resources include all things that are useful in their natural state, such as the land on which a business or it’s holdings reside, to the raw materials which go into making a product. Another primary resource would be humans, no business can survive without some form of human labor be it manual, administrative, etc. And lastly financial resources, capital needed to purchase tools required to operate the business such as buildings in which to manufacture or store products, machinery to assist in the creation of the product, methods of distribution, and so on.

· Explain and draw, the three major sectors in Circular Flow of Money.
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The above image depicts the Circular Flow of Money in the economy. The arrowed lines indicate cash flow between the three major sectors of the economy. The government sector may use monetary policy (interest) or fiscal policy (taxes) to stimulate the flow of money between the household and business sectors and itself. When the government sector spending increases it is more likely to enter a deficit, conversely decreases in spending will likely result in a surplus. All the while the economy may go through periods of inflation or deflation. During periods of inflation money will become worth less, and the sectors will have less disposable income, while during periods of deflation money becomes worth more resulting in the sectors having more disposable income.

· Explain how Monetary Policy and Fiscal Policy effect the circular flow of money.

Through the use of Monetary and Fiscal Policies the government can effect the flow of money throughout the economy. Monetary Policy which is primarily controlled by the Federal Reserve Board is used to manipulate the economy through interest rates. Increases in interest rates will reduce the amount of disposable income in the economy causing spending and overall cash flow to slow, whereas decreases in interest will provide more disposable income and increase spending. Fiscal Policy is used to manipulate the economy through taxes and is the government’s primary source of capital. By increasing taxes the government may spend more on products and services to stimulate the business sector. However, decreasing taxes provides more disposable income to households, which may in turn increase spending.

· Explain and graph the Laws of Supply and Demand.
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In the law of supply and demand businesses must find a point of breaking even or equilibrium, it is at this point that the business can supply just the right amount of product of service for just the right amount of cost to consumers. If a business were to produce more and more of a product it could decrease the price of said product and increase sales, this could lead to higher profit. However as the market floods with said product demand, and thus sales, will begin to drop. If a business were to decrease the amount of product made it must raise the price to cover expenses however this too would have a negative impact on sales and profit. Thus to maximize profits it must find the equilibrium point, at which it can sell just enough products at a just high enough price to earn profits. If a business fails to do this is risks experiencing losses due to having too much product and not enough demand for them.

· Explain: 4 primary competitions: Perfect, Monopolistic, Oligopoly, & Monopoly.

A free market system depends on businesses competing for consumers, so there exist a number of different competitions, some which are preferred and some which are frowned upon. The most favored competition type would be pure competition or “perfect” in which a product/service is available from a large number of businesses for very little difference in cost, so that no business dominates the market for that product. Sometimes however a single business will begin to dominate the market providing it’s product or service for a lower cost, this can cause other businesses to be unable to compete in the market, this is monopolistic and frowned upon. Similar to a monopolistic competition would be an oligopoly in which a few businesses will dominate the market. The government’s role in the free market system is to attempt to prevent a monopoly or oligopoly from forming. There are some cases when a monopoly is required, such as road maintenance, water service, electricity, etc however such monopolies are closely regulated by the government.

· Explain: Full employ’t, Unemploy’t, Recession, Depression, Growth, & Decline.

A number of different situations may arise in the economy which may have adverse effects on the workforce or businesses. The theoretically preferred period of full employment means that everyone who wants a job can get one, this can however impact businesses negatively as there may be no one left to hire to allow for expansion or growth. Almost always there exists a period of unemployment for people, a time in which they cannot find a job, this may be a necessary evil. During a depression overall businesses experience a decrease in productivity, unemployment increases, and spending decreases. If a depression is server and lasts long enough (usually two consecutive fiscal quarters) the nation may enter a recession a period where income, employment, and production fall. Growth and decline are natural stages for a business or it’s product which begins with a stage of increased sales, and with it increases in competitors, eventually the product or business will enter a period of decline in which sales decrease due to various factors at which point a business must decide what to do to survive.

· Explain and graph the Standard Life Cycle of a product, service & company.
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Every product and likewise every company will experience the standard life cycle. During the introduction stage a business will likely spend heavily on research and development and advertising, during this period very little profit is made. If the product or business makes it to the growth stage the business should expect a steep increase in sales and profit, however there will also be an increase in competitors. If a product/business survives to the maturity stage it can expect to see steady sales for a decent time, growth will decrease and eventually sales will decline. The maturity stage may last years but eventually the business will enter the decline stage at which point the business must make changes to their business plan to continue on. If a business fails to turn things around it will likely fold, this last phase represents the discontinuation of a product, service, or business.

· Explain in detail the advantages & disadvantages of the Three Forms of Business.

There are essentially three forms of business: sole proprietor, partnership, and corporation, each with it’s own advantages and disadvantages. Some advantages of a sole proprietorship would be: management is very efficient, you don’t need approval of others, you can acquire assets easily, there are some tax advantages, all earnings go to you, and it can be upgraded to a partnership or corporation. However there are disadvantages of a sole proprietorship namely: all mistakes and liability will be places squarely on the owner. Advantages of a partnership include: costs are shared among partners, it will likely last longer than a sole proprietorship, it can be upgraded to a corporation, and it’s fairly easy to manage. Nevertheless partners may encounter relation problems as well, and all partners may become liable for any one member’s mistake, partnerships may be difficult to break up, and one partner’s assets may be inherited by family members making things difficult. Corporations too, have many pros and cons, some of the advantages being: very easy to start and will likely last a very long time, very little liability on any single person in a corporation, and can sell stock. However management becomes a serious issue in corporations, a corporation may grow too quickly causing difficulties, corporations are likely to be attacked with “deep pocket” lawsuits which can lead to costly paperwork, and lastly corporations are taxed twice.

· Explain the importance of Social Responsibility, Morals, and Corporate Ethics.

Ethics, morals, and social responsibility are very important factors when doing business because as the saying goes “a happy employee is a productive employee” however in addition to that the more respectable a company appears in the eyes of the public the more likely that company will continue to do business and do it well. To maintain a high level of ethics a business must compete fairly and honestly, communicate truthfully, not cause harm to others, and make ethical decisions. A business must also uphold it’s responsibilities to society and the environment, employees, consumers, and investors. One example of a business upholding it’s responsibilities to the environment would be Ben & Jerry’s Homemade Ice Cream which struggled to balance their responsibilities to the environment with those to their investors, in the end they tightened their spending on environmental charities to continue business, though they now donate less that’s still better than donating nothing at all.

· List and briefly explain 15 important factors when doing business internationally.

Before doing business internationally there are a number of things one must understand or take into consideration. Location is a very important consideration, as this ties into a number of other things such as: distance to suppliers, retailers, warehouses, etc. Local economy will play a large part, can they afford you? Can you afford to be there?. One must ensure the natural resources needed to produce your product will be available. If a business plans to relocate employees they should investigate the standards of living in the area, even if no relocations will take place this will provide helpful information about possible hires and the general area. Utilities such as water, electrical, fire, police, etc will need to be available. Medical standards and information in the area will need to be taken especially if the business will provide health benefits. Legal information and laws will need to be known by the company to ensure ethical and responsible business functions. How will the area’s politics effect the business. How the business and it’s employees must respect the customs of the area. And like the local area’s customs the local religions will have similar considerations. Trade information such as current trade blocs. What the area’s market is like. The area’s technological infrastructure will effect a business’ ability to manufacture products as well as sell certain types of products. Understanding the culture in general will be a requirement, knowing how they will feel about strangers/foreigners. Be very aware of the possibility of war. And get a feel for the general community in the area.

· Explain: 4 parts of The Management Process, & the 3 Most Important Resources.

The 4 most basic functions of management are as follows: Planning, Organizing, Leading, and Controlling. Planning is the first and foremost management function, in which the management develops exactly what the business will do. By developing forecasts to know when and how much of a product to produce, analyzing the competition, developing operation plans, management may proceed to the organizational function. In the organizational phase management will decide how to organize resources such as human labor into the most effective/efficient method possible to complete their goals. Once the organization has been done management must now take leadership of the production by motivating employees to complete their goals. Lastly management must control the business’ progress toward it’s goals, ensuring quality standards for products and likewise their employees and continually improving the design process.
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