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s ‘Business lssues in the. Classroom (BIC) mtraduces :students 'to_ exci”'fiﬁ:g','_f";:fij
,_dxiiu;ult, and cgmplex dE(;ISIOI‘IS ‘that. face the busmess t:gmmumty tuday., Case‘;], L
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A .'éénfhctmg mterests_ stqckhqlders, cunsumers, emplnyeﬁ, spec:al interest graups,
'business ~competitors and credm:rs, and gnvernmgnt .These ' groups affect.
busxness and, }n turn, arewaife::ted by business decisions. Each BIC lesson plan
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Activities include five case studies and a survey ranking business goals.
Eoth of these actwitis can first be done by stud-ent.s; then they can c@fparg
thgil‘% answers with’ thgse of ‘business people. Thg lesaan can be extended by .

ngwspaper research aeﬁﬂty in_ whu:h students have an: gppertunity to applyf

i the,ir knawledge of the . business. environment to new articles. A vc;cabulary:*" §

: warksheet helps students review the new. terms in th= le.ssan. ' |
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on p.i9. There are sgvena.l important and difficult t:ancepts introduced
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Student Materials INTRODUCTION

THE BUSINESS ENVIRONMENT

Have you ever asked yourself:

What can | expect when | go to work for a company?
What are the rules of the game in the business world?
Are all companies alike?

what kinds of ,jobs are out there?

Can | influence what business does?

Does business help or hurt our society?

The Business Issues materials are designed to help you discover answers to
these qugsticns. You will gam knowledge and skills that will help you as a
consumer, a worker, an investor, and a citizen.

Business provides us with aR amazing variety of food, clothing, housing,
sports, niavies, music, autar@gbiles; and, health care -- millions of products ia;nd
services. Business can provide us with an income, career . opportunities,
challenges, and a sense of achievement. Our lives can be greatly enriched by
the actions business takes.

But lives can also decline in quality. Companies may be laying off workers
instead of hiring them. When we try to get the job of our choice, there may
be few opportunities. If we have a small income, we may not be able to buy'

‘the things we would like to have. Pollution of the air, water, and land can

ruin our favaﬂte recreation areas, our own health, and the quality r;ri life in
our cities and towns.

We all need to understand more about how business and society work., We
can help use the tremendous resources of business to improve the quality of

“life for “all. There are some “hard choices facing people In business and

government. We will look at some of the important issues that affect our future.
This unit includes the following learning activities: ’ |
1. READING: What i,s’ Business?
2. READING REVIEW- Questions to Answer
3. ACTWITY* Businesa Issues Survey
4. -READING* '!'he Business Environment
5. READING REVIEW. Questi 1s to Answer
6. ACTIVITY: Case Studies in Business Decision-Making
7. AQTIV!T?: Newspaper Research
8. VOCABULARY WORKSHEET
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READING

WHAT IS BUSINESS?

Who makes some of the products that you and your §amily buy? For each
of the items below, list as many companies as you can who produce these
products.

JEANS

BICYCLES 3
Where can you buy these producfs? \Vhat are the names Df stores that sell

jeans and bicycles?
JEANS i _ s
BICYCLES- . - _ .

The first pgroup of cgmpames you hsted are a type Qf busmess called

manufacturing. A manufacturer such as Levi-Strauss uses denim, thread, zippers,
and trim to make millions of péirs of jeans. A manufacturer turns raw materials
into something consumers want. The second group of businesses are called
distributors. A distributor such as Miller's Outpost buys jeans from
manufacturers and sells them to you, the consumer.

All businesses are involved in one or more of these activitia: production,
distribution (or marketing), and service. A manufacturer falls into the category
of production as do farms, oil refineries, and mining companies. A distributor
moves goods between producers and consumers. A trucking company, television
includes more

station, and supermarket are examples of distributors. Marketing
than transporting igeads. People who work in marketing are concerned with the
way gaa:is look and they research what consumérs' want. They need to know
what products, in which sizes, and at what prices-will-please the_consumer. ..
The third type of business activity, service, is not concerned with the

manufacture and /lstnbuticm of products. Service businesses prowde you with

the personal ser(ices you want. What companies do you know that provide the
following sefvices? '
LOANS SR _
CLEAN CLOTWES______ .
INSURANCE _ e —
MEDICAL CARE e
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HOW DOES BUSINESS WORK?

In each of these burinesses there are owners: people who provide the
money for a factory, office,” or store for the raw materials, the machinery, and
whatever else is needed to start or expand the business. The owner might be
one person who, with the aid of a loan, an inneritance, or personal sa:viﬁgsi
invests $30,000 to open a fishing tackle and bait store.

Or there may be many owners, as in the case of a corporation. These
owners are calied stockholders. They buy a piece of paper -- a stock
:ert;fu:ate -- which is a share of the carpcratmn they can sell at any time or

an inv 'stment, and the stockholders are interested in an effu:xgnt, profltable
company so that their stock will increase in value. Exxon, one of the largest
corporations in the world, has over 800,000 st@ckhclders. Last «year these
investors recelved dividends of 10%. -

Corporations have several advantages over a one-owner company. One of
the most important is the ability to raise vast amounts of money. Some
businesses, such as mining and manufacturing, require more money than a single
owner c:auld raise, A c:arpgratmn is a better type of business argaﬁizétiéﬁ for
this- cnstly production. : :

All businesses must make a profit to stay in existence. When Pud Hill .
opens his fishing tackle store, he must make moré money from sales than (it
costs him to run the business; this is his profit. Without profits Bud has no.
income to support himself and his family. A sw:c:essiul business can take its
profits and expand the business, xmprave its equipment, buy r?,e
‘pollution-control technology, or distribute the profits to its owners. A
successful busmess makes important t:gntnbutigns to our society by affermg
_new ;obs, bétter products, and more tax revenué

/ 1’

CUSTOMERS

Custamersx or consumers are the peeplei who buy the gnads and ser‘vu‘:es
that business provides. We use the income from our jobs to buy certain t mgs_
Most of us have to make choices because v}; can not afford to buy gverbnthing
we want. We also make choices amang.the‘f many varieties of the same pfoduct.
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Linda, a member of the .tennis team, needs a new pair ot athletic shoes. There
are many varieties of shoes with differant features and different prices. Linda
buys a pair for $40. Would you spend $40 tor a pair of tennis shoes? On what
basis did you make your decision?

Consumers base their buying decisions on their own habits, values, and
needs., We may feel socially pressured to buy a particular kind of shirt, We
may be influenced by advertising to try a new product. If a business can not
attract customers, it will discontinue a product line or try to improve its
marketing. American automobile companies are trying to improve their cars to
make them more fuel efficient. Consumers want to spend less maney" on
gasoline, and these companies are trying to respond to this demand.

Consumer demand is very important in our ecanomy‘ There is no
government central planning board that decides hé{v many television sets will
be manufactured in 1985, The price and quantity are decided by our market
system. Competing companies try to meet consumer demand by supplying
products at various prices. One company can not raise its prices too high,
because consumers will then buy from its competitors. If few consumers are
interested in buying a product, there w'' be very few companies supplying it.
In a market economy like ‘ours, buyers and sellers can make economic decisions

based on price, supply, and demand.

]

GOVERNMENT AGENCIES \
Business and the consumer are als::: affected by the actions of ggvernment-
the president, Congress, Egulatery _agencies, and state and local ggvernmgnts.
Government regulation of business occurs for many reasons. In the case of |
utilities - water, power, telephone, gas — the gcvernrﬂent allaws a monopoly
to exist. A utility company has no competition in a certaln region, Thus, . o
consumers -have no choice as to which phone company they will use; there is
only one. The reason for this is efficiency. It would be cumbersome to have
three phone :ampames in one city, each with their own lines and equipment.. ln
the case of utility t:émpames, government regulates the rates charged .by thz
companies because there I3~ no competition to keep prices down and quality hxgh.

‘e ‘\
",
*,
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Fhe U. 5. Constitution sets forth some of the basic principles by which
busiress functions., The state and federal court systems enforce these principles.
For example, the enforcement of contracts is a vital function of government. A
gontract is an agreement to exchange a product or service for something of
value, Bc’:i‘:’h the buyer and seller have obligations in a vcanzract. [f you write a
check for :- stereo, but have insufficient money in your account to cover it,
the company can take you to court to force you to return the stereo or pay
for it. If the company fails to sell you a stereo that werkg properly, you can
take them to court for not living up to their part of the contract. ,

Many government regulations attempt to prevent unfair business practices
and carry out social goals. The Securities and Exchange Commission, a federal
regulatory agency, protects invéstars by establishing rules of fair trade for
stocks and bonds. Some government agencies conduct tests of new products and
iﬁvé§tigate consumer and business complaints. The Food and Drug Administration
sets requirements that must be met before a drug company can market a new
product. Tests must be conducted to show the drug's effectiveness and its
impact on people's heaith.
SPECIAL INTERESTS ) |

In our society there are many organized grcups working to achieve their
members' goals. These goals can affect business. Environmentalists may join
such arganizations' as .Friends of the ”E‘ra‘irth, the Wilderness Society, or the
Sierra Club (n order to work with others in protecting the environment. The
Apartment Owners Association is a ervate group that works to protect the
interests of apartment owners. Blacks, Latinos, Asian Arneric:ans, and other
ethnic: groups have created organizations to make business and go:vernment

-

aware of their viewpoints. ‘

A business receives information, requests to sponsor programs, and
sometimes complaints from interest groups. A business manager may meet with
a community group that wants the company to employ more handicipped
workers. An Interest group may use the media and political process to try to
stop a business proposal to build a new shopping center. ' - -
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‘

Business can also be an interest group. Large corporations have lcbbyists in
Washington, D. C. who present their point of view to senaéaré, eprésentative&,
and members o:. the White House staff. A piece of legislatian(gqing through
Congress is of interest to business for, many reasons. The proposed bill might
increase: business taxes. [t might limit freedom of choice for business or
increase government regulation. For example, companies that produce weapons
‘and other military hardwam for the U. S. Department c;i Defense are greatly
affected by Congressional decisions. A government contract can mean millions
of dollars to them. Thus business lobbyists put pressure on Congress as well as
state legislatures to suppz:ri their interests. Other . groups -~ consumers,
environmentalists, labor unions, and hundreds of others — also pressure business

i ' <A

and government to support their causes. - Co 4

EMPLOYEES

By 1985 there will be 100 million.people in the American workforce. These
individuals constitute one of the most precious ‘resources of business, its human
resources. g '

In 1940 two-thirds of the workforce held "blue collar" jobs — jobs in
production and processing companies. The term "blue collar" comes from the
‘blue shirts or coveralls that. construttion workers, factory workers, and
mechanics used to wear, Taday, less than one-third of the workers have blue
ite collar" jobs, such as office warkerg, sales

collar jobs. Most people have "white
pe::ple, administrators, teacher and engineers. Most white collar workers are
emplayed in companies that provide services rather than in production or
dlstﬂbutign businesses. ’ .

Employees are ggnﬂal to a company's, goals. In a small business the
owner may do much of the work and need only a few additional workers. In
may be thousands of emplayeg working .in different

large corporations there

departments, in diiferent|divisions, in cities all over the world. In the case of

grparatinns, most stackholders (owners) \vnl never meet the gmplayee;.f
Stockholders elect a;baard Qf direetcrs who | in turn ::hrmsg the tep execuﬁve
officers of the corporation. These executwa then hire managers to run the
carparatlm’s departments - marketlng, fmance, pruductmn, and persannel_
Managgr! hire the pratesshma! and glgncal staff needed: by the campany.
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Superviscri, managers, and executives make many of the decisions in a
cér’po’ratién. They are responsible for carrying out the policies made by the
board of directors and for running a profitable business. They must take into
account how their actions will affect émglgyees and how they can best use the
company's human resources in accomplishing their goals. Some companies
encourage employees at all levels to participate in méﬁagement by making
suggestions and reacting to proposed changes. In companies where erﬁpl!ayees
belong to a labor union, a contract establishes the rights of workers and
management, Representatives of management and labor work out an agreement
that covers lvages, benefits, and working conditions.

COMPETITORS, CREDITORS, MEDIA ~

k An important part of the business environment is the role played by other
businesses. Banks provide loans to a business. Other companies will sipply raw
materials, services, and any other goods needed by the business. An employment
agency may help a business find clerical employees, A research firm may work
with a coinpany to develop new technology.

Anyone to whom the company owes money 'is a creditor. A company that
does not pay its bills on time will certainly hear from all of its creditors in.
the future. Banks will charge a penaj’gy for failure to make payments on time.
As Is the case with consumers, employees, and owners, a business has
responsibilities to its creditors. .

Camgetltars are business firms selling the same products, competing for
consumers' dollars. The rules of fair competition do not allow competitors to

join together to decide what prices they \will charge so they t:an all make a

profit. Price fixingd Is illega.l. Another unfair business prai:ﬂ:g ‘Is stealing
another company's secrets. Patents and copyrights are lega.l means by which a
business can protect its investment in the development of a new precedure or
product. -

One group of businesses with whu:h all companies work are the media -
radio, television, and nawspapers, It /is through the media that business

&

communicates with consumers, employ/ees, and citizens in general. A high

-

" technology company may “place an ad in the newspaper sgeking :amputer

specialists. An gngrgy gampgny may spans@r a televuian pragram in order to "
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reach viewers who might buy their ‘products. A company's director of public
affairs may meet with the host of a radio talk show in order to -present the
,\c‘:orﬁpany's views on a business-related issue.
NATURAL ENVIRONMENT ° |

. A discussion of the business gnvnmnment would be incomplete Withnut
including the natural resources that busmess uses. Production of consumer goods
affects the land, water, and air that all of us share. In order to extract oil
and minerals from the land, mining and drilling' apératians&-are necessary. But
such ipr-cductign may have a negative impact on our environment. In order to
prodice goods that we need, business alsa} produces chemical waste that must’
be stored somewhere. What should be dore with hazardous wssu;s‘? In many

How cléan? How much are we wnllxng to pay in hzgher prk:es or higher taxes to
reach the ¥Qal of clean air?. )

Business decisions must take into account the ;mpagt of any. action on the
environment. Energy companies now have environmental engineers who assess
the impact of a proposed aperatiéni Business warl-i:S‘ith“grnups at léca!,!state,
and national levels in determining the best way to carrysout production’ with

"ithe least harm to the environment. oL

I3

Natural ' Environment

f 4
State - National
. \‘ l ’J" .
* Local_ SO 7 _International
a = - 1yl - L
Creditors, memm—— — QWNErs,
Competitors Stockholders
 Special Interests ° : .. Employees
| Governm~nt Customer

THE BUSINESS DECISION-MAKING ENVIRONMENT

5
5
%

-
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READING REVIEW

To check your understanding of the reading, answer the following questions.
l. What are some of the differences among businesses?
2. What might a business decide to do with its profits?
3. In what ways are consumers important to a market economy hke ours?
4, How does government affect the way business works?,
5. What is a lobbyist?
6. What kinds of jobs do most pepple have today?
" 7. What are some other businesses that might sell products or services to
"+ . the owner of the fishing tackle store?
! 8. Why is the natural environment an important elemépt in business
: decisianéma_,king? "
, "9, Who are the owners of a carpgratién? Do they run the cqinpgnfy‘? What do
they do? ‘
10. What are the different types of employees in a large ceréa:raticn?

-
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: ' ACTIVITY
A
aUSINESS ISSUES SURVEY +
' ‘ ‘
YDU DECIDE: How important should the following abjectxves be to  American  ‘
1 Business today?
Rank from | to 10 the- following business actions in order of lmpartance #1 is
most xmpartant #10 is léﬁst important. ) :
Improve emplayee \g»aiety )
Use energy efﬂtieﬁu\y ! i C. : ,
Contribute to urban renewal and other community programs,

Increase profits \\
. Protect employees' privacy by keeping \:ersgnal information in the

' I .| |

files confidential ,
Buy supplies from" minority-o ned businesses . . i"‘c
Improve prgdu;twity (the amo\;\nt produced per emplayeg hour warked

|

to eifectwely ccmpete withother c;nuntnes) . ' ”

||

Hire and promgte emplayees S0 as not to discriminate|agamst women ,
i . X

#

3

and minorities \
Control pollution of air, water, and land

A

%

1.~ Compare your answers with others in class What actions rgggivgd'g #1
fanking? #10 ranking‘? Why? ' : o

;hoase ari gﬂult ynu know “who - warks for a
" leaves. out. peaple who werk in gavernmznt, in
chaﬂtleﬂ Decide \vhat you. think holshg wauld T
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READING‘

THE BUSINESS ENVIRONMENT
Business actions affect many people and, in turn, many people affect
business. We have;;"' looked at \the major groups that make up the business
. , I ,
decislan—making envircnment; owners, customers, ‘government, special interest

groups, employees,o and other businesses. In addition to these people, business -

also affects the na:ural environment. A9 business preblem ¢an be at any level
from local to mterﬁatlanal, or several levels at one time as in the fnllowlng
example: ’ )
PROBLEM:" Cénsuimers want more gasoline at lower prices. This means
more oil drilling. The President wants more oil - produced at home
tather than relying on foreign imports. In response to this _demand,
several oil companies apply for drilling rights off the céast' of Santa
Earbara, California. There is immediate gppesitmn Eﬁviranmem\usts
and the state coastal commission claim that the ml rigs will endanger
marine lifg and ruin the beaches. The city of Santa Barbara is
opposed ‘because the unsightly rigs in the harbor - will. ‘ruin the tourist
business. Fishermen claim it will interfere | with their catch.
Beachgoers are unhappy about the prospect of ail-covered sand’ and
water. N | ' B

' 27?7What should be done?7?? <o

The-busm=s:/dgmsmn-making enviropment in this casé 'inchdgs 'rnere :'thqn
’consumer deman/ for gasoline resultlng in “more business. - praductlan. Drﬂling aﬂ
‘ 3 ast_had. soclal and_economic. cSﬁsequencg for a broad range of

| ee that peaple in’ g@vernment disagree. .The Ergaident supparts T
: thg afisharg drilling and the Gglifqrma Cnastal Cammis;ian appasas it. Graupsf -
edin thg aeel;tan at- thL- lﬂc:al, state, and hatianal ;gvels. . Dil" -
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y \ ya , o L
J ) READING REYIEW < ‘
, . - Z‘.‘.ahfarnia )
L s Coastal yd
, Commission . » S
) r ‘if/ PR B
s Foreign Qil /" Fishing Business o
z e Producers yd o . “,
a aﬂé B r - s
QMPANIE&\-;:"; ) '
. .ﬁ . N
U.-S., President ' Santg Barbara . S
; City Couhcil T ‘ .
“Beachgoers * Environmentalists ” '
;f T s ‘ N ; ’ - . i
A 3 ;fff i“g? . . V! . ) é ) 1 i . .
ﬁ;f’ « o : N
-, ;f; L ) - o ' ) ', .
f{ THE SANTA BARBARA DECISION
A f’;’j ‘9 ‘. ; oy ’ . v i!
.\!‘f{ = - B 7 .
sing the dzagram abcve ansvgr the inllawmg questions: v Yo
1. There are three govérnment groups®™ Involved in thié decision. Who

rapr&sents lacal 1lnt=rests? state ‘interests? natmnal mterests‘?
2. Are there any. spevznal interest. groups in this c:ase?

%

'3 What role does the internatigrial sltuangn play in zhis"l:ase?
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*ACTIVITY '

FIVE CASES IN BUSINESS DECISION-MAKING

d CA:&E NO. lt Your corporation has developed & prescription drug that helps

prevent flu or cure it. The Food and Drug Admmistratnon won't grant clearance

to se.ll the drug in the U."S. without turther testing. Your ccmpany thinks the

u. S regulators are bemg ‘unreasonable - and. draggmg thexr feet. Foreign -
+ -governments- have approved the drug for sale in their caur.tries after testmg |

for safety and effgctweness. ' '

t

Go ahead’ and market the drug overseas
Wait for U S. appre\ral . _ -
(‘;AS_E, NO. 2: For yeérs, your cqrparatian has manufactured a dye c:illad Beta-n )
without any questions of rrisk tﬁ peaple. Now alarming evidence is turning up «= .
an unusual number ef tumors . among workers_ in the flant, and - most  are j
cancerous. Beta-n has naw been identified by Campany scigntists as a strgng
carcincgen..Hundrgds of your woﬁkers have already been exPQsed @ ,

. 33
& * bl
W -

Blow the whistle-on yourself, making a publi: .announcement
Clean up the situation quigﬂg to prevent future iﬁju%ies '
CASE NO. 3: As head of a multinational cotporation, you ilearﬁ that én&: of
_your plant managers has been arrested in a distant republiﬂ. Hls alleged crlme-r !
is_that goods found in your warghousa lack the' proper e:ustoms stamps. AN
’ For years, yyour plant manager has been paying money ta customs qﬁk;fals' N
because such a pracﬂce is .a way, of life in that country. The plant martagerf‘f

: kncsws gt Ls against tl)e newly written. campany palicy, 80 g.g staps paymg- The_ff,. iy

kY

chargcs for 518 000, ( | v o

L [ would re::-mmend that the company pay the 518,@!‘1
I would not pay even if they put the pl:nt managar ‘in jail .
iﬁ i
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’ ACTIVITY

CASE NO. 4: Recent studies by federal health inspectors show that pne of your
manufacturing plants has a higher than average rate ! cancer among its
employees, The government requires the company to turn over the employees’
files because they contain medical information which might help identify the
source of the problem, ;

But if the company turns over the records, it will be violating the privacy
of all those workers who agreed to take medical exams. So the company offers
the gev’grﬁment a summary of each file, removing the employee's name. The
government insists on the complete files . order to do the research.

Refuse to release the employees' files

'CASE ™ 3t South Africa -- in or out? Many people have a ready answer:

American corporations should not do business in South Africa as long as South
Africa bans the non-white people in that country from citizenship and other
rights. U. S, business in South Africa simply props up a racist gaﬁernmgnt.

The other side argues that 'economic development helps to improve
conditions for non-whites. American business can help change racist customs in
South Africa by guaranteeing equal pay and promotions for non-whites.

American business should get out of South Africa !
Amerlcan business should stay in South Africa .

*

Your teacher has the responses of DuPont executives in these cases. Case

studies are from Business Ethics Quiz by E.I. DuPont de Nemours & Co. Source:

Carl B. Kaufmann,

Washington Post, July 1, 1979.

¥
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THE BUSINESS ENVIRONMENT: NEWSPAPER RESEARCH
\ |
lJse the library to gather recent copies of several of the following newspapers:

Wall street Journal

s

New York Times
Chicago Tribune

Los Angeles Time:

Look at the front page for stories about business. Then find the business
section’ of the paper (except for the Wall Street Journal which is almost
entirely devoted to business issues). When you find a story about the following

1, Business and its employees

2. A court decision that affects business actions
3. Government regulation of business

4, ' Business and the consumer

5. Business and international trade

6.  Special 'Interest group pressures business

'

*a
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WORKSHEET

VOCABULARY WORKSHEET

.-
MANUFACTURERS CONTRACT INTERNATIONAL
DISTRIBUTORS MEDIA REGULATORY AGENCIES
CONSUMERS CRENITORS , STOCKHOLDERS

Place the correct word next to its definition.

l. Newspapers, television, radio

2, People who buy goods and services

3. Existing between two or more countries /

4. Businesses that take raw materials and change them

into consumer progucts
5. Agreement to exchange a product or service for

something of value
e 6. Owners in a corporation
Businessgs that move products from producers to ¢

caﬂsumgrs

act:.vxties
9. Businesses that lend money or sell products to
another company based on the company's promise to
, ‘ pay” | -
. List six groups that are a part of the business decision-making environment:

*




