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you. You’ll still need to know your job duties and responsibilities, but 
you’ll also need to understand how to manage other people—how 
to motivate and reward them, how to lead them, how to deal with 
conflict among them, and the legal parameters that may affect how 
you treat them. Chapters 3, 6, 8, and 9 provide a lot of information 
about how you can best wear this hat, although information about 
the role of employer is found throughout the book.

•	 The consumer hat. Even if you don’t work for a business, you will 
still wear the hat of a consumer. Whenever you fill your car with 
Petro-Canada gasoline, purchase something on Amazon, buy 
clothes at Zara or Reitmans, or download a song from iTunes, 
you’re consuming products or services created by businesses. To 
wear this hat effectively, you need to understand how to assess the 
value of what you’re buying, your rights as a consumer, and so on. 
We discuss how you can best wear this hat in Chapters 1, 3, 12, 
and 13.

•	 The investor hat. The final business hat many people wear is that 
of an investor. You may buy your own business or work for a com-
pany that allows you to buy its stock. You may also invest in other 
companies through the purchase of stocks or shares of a mutual 
fund. In order for you to invest wisely, you must understand some 
basics, such as financial markets, business earnings, and the costs 
of investment. Chapters 4, 11, 14, and 15 will help you learn how 
to best wear this hat.

Most people wear more than one of these hats at the same time. 
Regardless of how many hats you wear or when you may be putting 
them on, you will interact with many different businesses in different 
ways. Knowing how to best wear all of these hats is what this book is 
all about.

The world is populated with a breathtaking array of businesses 
and business opportunities. Big and small businesses, established and 
new businesses, broad-based and niche businesses, successful and 
unsuccessful businesses, global and domestic businesses––regardless 
of where your future plans take you, we hope you will look back on this 
course as one of your positive first steps.

Keep in mind that what you get out of this course depends on at 
least three factors. One is this book, and the information about business 
you will acquire as a result of reading it. Another is your instructor, a dedi-
cated professional who wants to help you grow and develop intellectually 
and academically. The third is YOU. Learning is an active process that 
requires you to be a major participant. Simply memorizing the key terms 
and concepts in this book might help you achieve an acceptable course 
grade, but true learning requires that you read, study, discuss, question, 
review, experience, evaluate––and wear the four hats—as you go along. 
Tests and homework are necessary, but we hope you will finish this 
course with new knowledge and increased enthusiasm for the world of 
business. Your instructor will do his or her part to facilitate your learning. 
The rest, then, is up to you. We wish you success.

PREFACE 

HELPING STUDENTS BUILD A SOLID BUSINESS 
 KNOWLEDGE FOUNDATION

Welcome to the eighth Canadian edition of Business Essentials. If you’re 
like many students, you may be starting this term with some questions 
about why you’re here. You may be taking this course at a community 
college, CEGEP, or university, and you may be taking it in a traditional 
classroom setting or online. Whatever the case, you may be wondering 
just what you’re supposed to get from this course and how it will benefit 
you—in short, “How will this help me?”

This is a survey course designed to introduce you to the exciting 
and challenging world of business, both in Canada and elsewhere. It is 
designed to fit the needs of a wide variety of students. You may be tak-
ing it as the first step toward earning a degree in business, or you may 
be thinking about business and want to know more about it, or you may 
know you want to study business but are unsure of the area you want 
to pursue. You may plan to major in another field but want some basic 
business background and are taking this course as an elective. Or you 
may be here because this course is required or a prerequisite for another 
course. Whatever your situation, this course will be helpful to you.

If you don’t have a lot of work experience, you might be uncer-
tain regarding what the business world is all about. If you have a lot 
of work experience, you might be a bit skeptical about what you 
can actually learn from an introductory course. One of our biggest 
challenges is to write a book that meets the needs of such a diverse 
student population, especially when we acknowledge the legitimacy 
of your right to ask, “How will this help me?” We also want to do 
our best to ensure that you find the course challenging, interesting, 
and useful. To achieve this goal, we think it is helpful to use the old 
metaphor about people wearing different “hats” as they go through 
life. Every individual has different roles to play in different settings. For 
example, your roles might include student, child, spouse, employee, 
friend, and/or parent. You can think of each of these as requiring a 
different hat—when you play the role of a student, for example, you 
wear one hat, but when you leave campus and go to your part-time 
job, you put on a different one. From the perspective of studying and 
interfacing with the world of business, there are at least four distinct 
“hats” that you might wear:

•	 The employee hat. One hat is “worn” as an employee working for 
a business. Most people wear this hat throughout their working 
career. To wear it successfully, you will need to understand your 
“place” in the organization—your job duties and responsibilities, 
how to get along with others, how to work with your boss, what 
your organization is all about, and so on. You’ll begin to see how 
best to wear this hat as you learn more about organizing business 
enterprises in Chapter 7 and how organizations manage their 
human resources in Chapter 8, and as in several other places in 
this book.

•	 The employer or boss hat. Another business hat many people wear 
is as an employer or boss. Whether you start your own business 
or get promoted within someone else’s, people will be working for 
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new product or service in the marketplace, and the activities they carried 
out in order to be successful. The fourth—The Greening of Business—ana-
lyzes the steps businesses are taking to be more environmentally friendly. 
Critical thinking questions appear at the end of each boxed insert to moti-
vate students to think about what they have read.

CHAPTER MATERIAL

NEW & UPDATED! Chapter Opening Cases Each 
chapter begins with a description of a problem or opportunity that is fac-
ing a Canadian company, or a general issue that impacts many different 
businesses in Canada. These chapter opening cases help students to 
bridge the gap between theory and practice. Topics include supermarket 
mergers, the fair trade movement, stories about Canadian entrepreneurs, 
corporate reorganizations, changes in Canadian manufacturing, new 
product marketing, credit-card traps, and many others that will be of 
great interest to students. Questions for Discussion at the end of each 
opening case direct student attention to important issues in the chapter 
that they should consider.
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Google Keeps Growing

06 

Sergey Brin and Larry Page met at Stanford University 

in 1995, when both were graduate students in computer 

science. At the time, Page was working on a software 

development project that was designed to create an 

index of websites by scouring sites for keywords and 

other linkages. Brin joined him on the project, and when 

LOAfter reAding this chApter, you should be Able to:
lo-1  describe the four activities that constitute the man-

agement process.
lo-2  identify types of managers by level and area.
lo-3  describe the five basic management skills.
lo-4  explain the importance of goal setting and strategic 

management in organizational success.
lo-5  discuss contingency planning and crisis manage-

ment in today’s business world.
lo-6  explain the idea of corporate culture and why it is 

important.

they were satisfied that they had developed something 

with commercial value, they tried to license the technol-

ogy to other search companies. As luck would have it, 

they couldn’t find a buyer and settled instead for procur-

ing enough investment capital to keep refining and test-

ing their product.

In 2000, Brin and Page ran across the description of 

a business model on the concept of selling advertising in 

the form of sponsored links and search-specific advertise-

ments. They adapted it to their own concept and went 

into business for themselves, eventually building Google 

into the world’s largest search engine. Google processes 

more than 11 billion searches a month by a user base of 

380  million people in 181 different countries using 146 lan-

guages. Following an initial public offering (IPO) in 2004, the 

company’s market capitalization increased to more than 

$43 billion by 2012, when Google controlled about two-

thirds of the search market. That was more than Microsoft 

and Yahoo combined. 

Google is much more than a search engine. Services 

include searches for news, shopping, local businesses, 

Managing the  
 Business Enterprise

CHAPTER 
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NEW & UPDATED! There’s an App for That! Each 
chapter includes a description of several useful apps related to the 
chapter material. These apps allow students to understand business 
concepts in new and dynamic ways.
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Opportunities and threats are factors external to the firm and are 
assessed using environmental analysis. Opportunities include things like 
market demand for new products, favourable government legislation, or 
shortages of raw materials that the company is good at producing. For 
example, when Pepsi managers recognized a market opportunity for bot-
tled water, they moved quickly to launch their Aquafina brand and position 
it for rapid growth. Threats include new products developed by com-
petitors, unfavourable government regulations, and changes in consumer 
tastes. For example, online music services such as iTunes proved a major 
threat to manufacturers of CDs and CD players. Likewise, the emergence 
of digital photography dramatically weakened companies tied to print 
photography. The Province of Ontario introduced a new law that reduced 
the revenue pharmacies received for dispensing prescription drugs. Some 
external threats are unpredictable, like the volcanic eruption in Iceland in 
2010 that halted air travel in Europe for a week. Commercial airlines lost 
hundreds of millions of dollars of revenue, while alternative service provid-
ers like trains saw demand for their services soar. 

STEP 3: MATCHING THE 
ORGANIZATION AND ITS 
ENVIRONMENT
The final step in strategy formulation is matching environmental threats 
and opportunities with corporate strengths and weaknesses. Matching 
companies with their environments lays the foundation for successfully 
planning and conducting business. A firm should attempt to leverage its 
strengths so as to capitalize on opportunities and counteract threats. 
It should also attempt to shield its weaknesses, or at least not allow 
them to derail other activities. For example, knowing how to distribute 
consumer products (a strength) allows Pepsi to add new businesses 
and extend existing ones that use the same distribution models. But a 
firm that lacked a strong understanding of consumer product distribution 
would be foolish to add new products whose success relied on efficient 
distribution. Just because two companies are in the same industry does 
not mean they will use the same strategies. The Toronto-Dominion Bank, 
for example, aggressively expanded into the U.S. retail banking industry 
by acquiring U.S. banks, but the Royal Bank of Canada has been much 
less aggressive in this area.30

STEP 2: ANALYZING THE 
ORGANIZATION AND ITS 
ENVIRONMENT
After strategic goals have been set managers assess both their organiza-
tion and its environment using a SWOT analysis. This involves identifying 
organizational Strengths and Weaknesses, and identifying environmental 
Opportunities and Threats. Strengths and weaknesses are factors inter-
nal to the firm, and are assessed using organizational analysis. Strengths 
might include surplus cash, a dedicated workforce, an ample supply of 
managerial talent, technical expertise, or weak competitors. For exam-
ple, Pepsi’s strength in beverage distribution through its network of soft-
drink distributors was successfully extended to distribution of its Aquafina 
brand of bottled water. Weaknesses might include a cash shortage, 
aging factories, and a poor public image. Garden.com’s reliance on the 
internet-based e-tailing model was its downfall when the dot-com bub-
ble burst. 

Set
strategic
goals

Analyze the
organization

Analyze the
environment

Match the
organization

and its
environment

Formulate
strategy

1

2 3

>>> figure 6.4  Strategy formulation

THERE’s An
 APP foR THAT!

app details platforms

1. mcKinsey insights
 source: McKinsey and Company
 Key features: The latest thinking on the 

biggest issues facing senior executives, 
everything from leadership and corporate 
strategy to globalization and technology’s 
impact on business and society.

Apple, Android

2. sWot Chart
 source: K. Kaleeswaran
 Key features: Strategic planning method 

used to evaluate strengths, weaknesses, 
opportunities, and threats.

Apple, BlackBerry, Windows

3. Goal tracker: smartGoals
 source: MSurf Lab
 Key features: Tool to help you set SMART 

(specific, measurable, attainable, reason-
able and timely) goals.

Android

App Discovery exercise
Since app availability changes, conduct your own search for the 
“Top Three” management apps and identify the key features.

SWOT ANALYSIS Identification and analysis of organizational 
strengths and weaknesses and environmental opportunities and 
threats as part of strategy formulation.
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NEW & UPDATED! Boxed Inserts on Key Topics The 
text contains four series of boxed inserts positioned at strategic points in 
the chapters. The first—E-Business and Social Media Solutions—describes 
how rapidly changing technology has provided business firms with many 
new ways to connect with customers. The second—Managing in Turbulent 
Times—explains how businesses in Canada and elsewhere are trying to 
cope with the volatility and uncertainty that exists in the contemporary 
business world. The third—Entrepreneurship and New Ventures—provides 
real-life examples of entrepreneurs who saw an opportunity to provide a 
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Management: science or Art?
Many management problems can be approached in ways that are 
rational, logical, objective, and systematic. Managers can use quanti-
tative models and decision-making techniques to arrive at “correct” 
decisions. This approach is especially useful when managers deal with 
relatively routine and well-defined issues. But managers also make many 
decisions that are not routine, and when doing so they must rely heavily 
on interpersonal skills and on abstract conceptual thinking. Thus, effec-
tive management is a blend of science and art, and successful execu-
tives recognize the importance of combining both the science and art 
of management as their carry out the functions of management.5 The 
boxed feature entitled “Challenges Facing Managers” describes some 
issues managers have to deal with as they blend the art and science of 
management. 

he or she measures your performance, usually through assignments and 
exams. The instructor then determines whether your performance meets 
the standard. If your performance is satisfactory (or unsatisfactory), you 
receive feedback in the form of a passing (or failing) grade in the course.

Control can also show where performance is better (or worse) than 
expected and can serve as a basis for providing rewards or reducing 
costs. For example, when the distributor of the surprise hit movie The 
March of the Penguins saw how popular the movie was becoming, the 
firm was able to increase advertising and distribution, making the niche 
movie into a major commercial success. In contrast, when the sales of 
the Chevrolet Super Sport Roadster (a classic, late-1940s pickup-style 
vehicle with a two-seat roadster design) were much lower than expected, 
production of the vehicle was suspended.

The boxed insert entitled “The Truth About Your Online Customer 
Service” illustrates how important the control process is for managers. 

AnD soCiAl MEDiA soluTions E-BusinEss 
The Truth About Your 
Online Customer Service
Effective decision making requires good, 
timely information. Retailers in particular are 
constantly monitoring trends and competitor 
actions in order to improve their standing with 
consumers.

Online purchases keep increasing as 
shoppers enjoy easy access to more and 
more products from the comfort of home. 
However, poor customer service can disap-
point and anger customers, resulting in lost 
sales. So how good is a company’s online 
customer service, especially compared to that 
of its online competitors? StellaService Inc. 
answered that question by providing a better 
way to measure online service, enabling it to 
become a market winner for online shoppers 
and retailers alike.

Following its start-up in 2010, 
StellaService (Stella) spent two years gath-
ering data on customer satisfaction with 
thousands of online retailers, including giants 
like Amazon.com. They measure satisfaction 
in four service areas—phone support, email 
support, delivery, and returns/refunds—for 
each retailer. Each area includes from 9 to as 
many as 25 different measurements. Phone 

support, for example, considers speed of 
answering the call and respondent’s knowl-
edge of the product among its nine mea-
surements. Delivery measurements include 
delivery time and product accuracy. By com-
bining the various measurements, consumers 
can find summary scores for each of the four 
service areas. Results provide rankings of 
competitors showing where each retailer cur-
rently stands relative to competitors in each 
of the four areas of service. Rankings allow 
period-to-period tracking, revealing trends 
for improvements in each of the areas across 
time for each company.

With these measurements Stella hopes 
to better inform consumers on the range 
of customer service they can expect from 
online retailers. Knowing that success 
hinges on the validity and believability of 
their methods, Stella uses an independent 
third-party rating system. “Secret shoppers” 
(trained employees) use strict and controlled 
measurement methods as they engage 
online retailers via emails, phone calls, and 
live chats to purchase, await deliveries, or 
make returns for refunds. As added assur-
ance for validity the company maintains a 
“Customer Service Measurement Process 
Audit” detailing its measurements and pro-

cedures for gathering and processing data, 
with specific steps to assure accuracy and 
validity.

Recently, in its Independent Auditing 
Report, KPMG stated that Stella’s methodolo-
gies are complying with their stated policies. 
This confirmation should help in Stella’s latest 
move: offering subscription services to retail-
ers. Subscribers can, for the first time, receive 
measured data showing their standing, along 
with competitors, on phone support, email 
support, delivery, and returns/refunds. This 
service allows retailers to base decisions on 
objective and independent information about 
their online customer service. It looks like 
the company is on to something. They have 
already enlisted major retailers like Walmart 
and Ralph Lauren, raised more than US$22 
million in venture capital, and received the 
greatest compliment (as well as a financial 
boost) when Google licensed StellaService’s 
data in order to rate retailers on its search 
engine.

CRITICAL ThINkING QuESTIONS
1. How do the results of customer service 

reports influence a manager’s decisions? 
In answering this question refer to Figure 
6.1 (the control process).

<<<

<<
<

beCoMing A MAnAger
How do you acquire the skills necessary to blend the science and art of 
management? Although there are many variations, the most common 
path involves a combination of education and experience.

If you are reading this text, you are probably doing so because 
you are enrolled in a management course at a community college or 

 university. When you complete the course, you will have a foundation for 
developing your management skills in more advanced courses. A degree 
or diploma has become almost a requirement for career advancement 
in business, and MBA degrees are increasingly common among suc-
cessful managers. Even after obtaining a degree, managers have not 
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NEW! Examples of Business Practice In addition to 
the boxed inserts, each chapter contains numerous examples of how 
actual Canadian and international businesses operate so that students 
can gain a better understanding of the dynamics of business practice in 
both Canada and elsewhere. These examples—which range in length 
from one sentence to several paragraphs—help students understand 
concepts that are discussed in the text.

NEW & UPDATED! Key Terms In each chapter, the key 
terms that students should know are highlighted in the text and defined 
in the margin.

NEW & UPDATED! Figures and Tables The latest avail-
able data appear in tables and figures throughout the text.

END-OF-CHAPTER MATERIAL

UPDATED! Summary of Learning Objectives The 
material in each chapter is concisely summarized, using the learning 
objectives as the organizing scheme. This helps students understand the 
main points that were presented in the chapter.

NEW & UPDATED! Assisted-Grading Writing 
Assignments Two types of questions are included at the end 
of each chapter: analysis questions (which require students to think 
beyond simple factual recall and apply the concepts they have read 
about) and application exercises (which ask students to apply what they 
have learned). The exercises, designed to help students increase their 
understanding of how business firms actually operate, require students 
to engage in practical activities such as interviewing managers about 
concepts and issues discussed in the chapter. Selected end-of-chapter 
questions (identified by the symbol >>>) have been built as assisted-
graded assignments within MyBizLab to help assess students’ written 
communication skills. Each question is built with marking rubrics to help 
facilitate the grading of these assignments.
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NEW! Video Cases Several video cases are presented at the end 
of each of the five major parts of the text. Some of the videos are from 
the CBC Dragons Den series, others from Pearson’s Business Today 
series. The instructor can show them in class and then either conduct a 
discussion using the questions at the end of the written case summary 
as a guide or ask students to complete a written assignment that requires 
answering the questions at the end of the case. This approach adds a 
positive dynamic to classes, because students will be able to relate text 
material to actual Canadian business situations.

NEW & UPDATED! Building Your Business Skills 
Exercise This feature asks students to examine some specific 
aspect of business. While working in a group context, students gather 
data about an interesting business issue, and then develop a written 
report or a class presentation based on the information that was gath-
ered. Each exercise begins with a list of goals, a description of the situ-
ation, a step-by-step methodology for proceeding, and follow-up ques-
tions to help students focus their responses to the challenge.

NEW & UPDATED! Exercising Your Ethics: Team 
Exercise A team ethics exercise describes a situation that involves 
an ethical dilemma. Students are then asked several questions that focus 
on how to approach and resolve the dilemma. In the exercise, students 
take on the role of employee, owner, customer, or investor and examine 
a chapter-related business ethics dilemma through the perspective of 
that role. By working as a team, students learn how to cooperate, see an 
ethical dilemma from various points of view, and decide what outcome is 
ultimately best in each situation.

NEW & UPDATED! End-of-Chapter Case Each chapter 
concludes with a case study that focuses on a real Canadian or interna-
tional company. The cases are designed to help students apply the chapter 
material to a company or an issue currently in the news. At the end of each 
case, several Questions for Discussion guide students in their analysis.
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APPLICATION ExERCISES
7. Interview a manager at any level of a local company. Identify the 

manager’s job according to level and area. Explain what planning, 
organizing, directing, and controlling mean in terms of the man-
ager’s job. Give examples. Also indicate which management skills 
are most important for the manager’s job.

8. Review the example of the decisions made by Airbus and Boeing 
regarding new large aircraft. Then research the most current infor-
mation on the status of the two planes. Which company seems to 
have made the better decision?

9. Interview an administrator at your college or university and get that 
person’s views on the school’s strengths and weaknesses and on 
the threats and opportunities the school is facing. Then use this 
information to write up a SWOT analysis for the school.

10. Select any organization of which you are a member (your company, 
your family, your place of worship, or a club). Explain the relevance 
of the management functions of planning, organizing, directing, and 
controlling for that organization.

Questions And exerCises

QUESTIONS FOR ANALYSIS

1. How are the four functions of management related to the five skills 
of management? Use examples to clarify your answer.

2. What is the relationship between Mintzberg’s roles of management 
and the more traditional functions of management? Use examples 
to clarify your answer.

3. Identify the managers by level and area at your college or university.
4. Can you identify any organizations where the technical skills of top 

managers are more important than human relations or conceptual 

skills? Can you identify organizations in which conceptual skills are 
not important at all?

5. What differences might you expect to find in the corporate cultures 
of a 100-year-old manufacturing firm based in Winnipeg and a 
5-year-old e-commerce firm based in Ottawa?

6. Consider the various corporate-level strategies discussed in the 
chapter (concentration, growth, integration, diversification, invest-
ment, reduction). What is the relationship between these various 
strategies? Are they mutually exclusive? Complementary? Explain.

TEAM ExERCisEs 

GOAL
To encourage students to appreciate effective speaking as a critical 
human relations skill.

BACkGROuND
A manager’s ability to understand and get along with supervisors, peers, 
and subordinates is a critical human relations skill. At the heart of this 
skill, says Harvard University professor of education Sarah McGinty, is 
the ability to speak with power and control. McGinty defines “powerful 
speech” in terms of the following characteristics:

•	 the ability to speak at length and in complete sentences
•	 the ability to set a conversational agenda
•	 the ability to deter interruption
•	 the ability to argue openly and to express strong opinions about 

ideas, not people
•	 the ability to make statements that offer solutions rather than pose 

questions
•	 the ability to express humour

Taken together, says McGinty, “all this creates a sense of confidence in 
listeners.”

METhOD
Step 1 Working alone, compare your own personal speaking style with 
McGinty’s description of powerful speech by taping yourself as you 
speak during a meeting with classmates or during a phone conversation.

(Tape both sides of the conversation only if the person to whom you 
are speaking gives permission.) Listen for the following problems:

•	 unfinished sentences
•	 an absence of solutions

•	 too many disclaimers (“I’m not sure I have enough information to say 
this, but …”)

•	 the habit of seeking support from others instead of making defini-
tive statements of personal conviction (saying “As Emily stated in her 
report, I recommend consolidating the medical and fitness func-
tions,” instead of “I recommend consolidating the medical and fitness 
functions”)

•	 language fillers (saying “you know,” “like,” and “um” when you are 
unsure of your facts or uneasy about expressing your opinion)

Step 2 Join with three or four other classmates to evaluate each other’s 
speaking styles.

•	 Have a 10-minute group discussion on the importance of human 
relations skills in business.

•	 Listen to other group members, and take notes on the “power” 
content of what you hear.

•	 Offer constructive criticism by focusing on what speakers say rather 
than on personal characteristics (say “Bob, you sympathized with 
Paul’s position, but I still don’t know what you think,” instead of 
“Bob, you sounded like a weakling.”).

FOLLOw-UP QUESTIONS
1. How do you think the power content of speech affects a manager’s 

ability to communicate? Evaluate some of the ways the effects may 
differ among supervisors, peers, and subordinates.

2. How do you evaluate yourself and group members in terms of pow-
erful and powerless speech? List the strengths and weaknesses of 
the group.

building your business skills

SPEAKING wITH POwER
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Corporate culture is sometimes defined simply as “the way we do things 
around here.” A corporate culture can emphasize a variety of things. 
Consider the following examples:

•	 At Telus Corp., customer 
service is the cornerstone of its 
culture; during one quarter in 
2014, the company attracted 
113 000 new customers, more 
than either BCE or Rogers.

•	 At competitor Rogers Commu-
nications, the culture emphasiz-
es the well-being of employees; 
this includes offering employ-
ees discounts on products.

•	 At CIBC, the culture includes 
three core values: teamwork, 
trust, and accountability; these 
three values create a culture of 
providing high quality service to 
customers.

•	 At MEG Energy, the corporate culture encourages all employees to 
share innovative ideas; this leads to advancements in sustainable 
technology.

Two interesting questions arise regarding corporate culture:

1. What happens if two companies with widely differing cultures 
merge?

2. What happens if there is a culture clash within an organization? That 
is, what if top managers disagree with lower-level employees about 
the kind of culture the organization should have?

MERGING COMPANIES WITh DIFFERENT CuLTuRES
During the past few years, there have been several high-profile merg-
ers between companies with different cultures, and these combinations 
often caused difficulties.

vale and Glencore plc. In 2014, the Brazilian mining company Vale 
and the Swiss miner Glencore Plc discussed merging their nickel assets 
in Sudbury. But the idea was finally abandoned when it became clear 
that the two companies had significantly different corporate cultures. 
One point of concern was each company’s view of risk: Vale’s culture 
was risk-averse, while Glencore’s culture was much more risk-seeking. 

There were also disagreements about how to share the costs of the 
merger. This is an interesting situation, because a few years earlier Inco 
and Falconbridge had talked about combining their Sudbury assets, 

but then Inco was purchased 
by Vale, and Xstrata purchased 
Falconbridge. Then Glencore 
bought Xstrata. 

vale and inco. When Vale 
bought Inco, there was also a 
“culture clash.” Shortly after the 
purchase, there was a meeting 
of executives of both companies, 
but the meeting ended suddenly 
when one of the Brazilian manag-
ers lost his temper. That was the 
first sign the cultures of the com-
panies were different enough that 
problems were going to be evi-
dent. Over the next few months, 
many Canadian managers, engi-
neers, and operating staff left 

the company. For example, of 29 managers who were involved in a 
strategy session shortly after the merger, only 6 were still there a few 
months later.

In retrospect, it is clear that the cultures of the companies were 
quite different prior to the takeover. At Inco, there was a constant 
exchange of ideas, and decentralized decision making was encour-
aged by top management. But at Vale, top managers gave orders 
and expected them to be followed. Not surprisingly, Vale encountered 
resistance from Inco executives who did not agree with that approach. 
There were also differences in the products the companies focused 
on before Vale bought Inco. Vale’s focus was on iron ore, a basic 
commodity mined using a relatively simple technology. But the under-
ground mining of nickel, a key ingredient in stainless steel, is a more 
complex undertaking. One Inco manager likened nickel mining to hav-
ing a PhD, while iron ore mining was like having a high school diploma. 
Canadian managers obviously felt some disdain for their new Brazilian 
bosses.

The cultural differences between the two companies were not 
limited to the top level of management. Some years earlier, the min-
er’s union had given up annual wage increases in return for a bonus 
based on the price of nickel. When the price of nickel soared, workers 

CORPORATE CULTURE
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THE COMPANY
Mathieu Desjardins and Claude Pinet, entrepreneurs from Montreal, are 
trying to change the look—indeed the very thinking—behind wine cooler 
technology. The Renoir is a design‐driven, wall‐mounted, silent fridge 
that stores 30 bottles and displays them like a piece of artwork. This is 
not like the standard appliance it attempts to replace. It is unique not only 
in aesthetic design but also in functional design, with side access panels 
and cutting‐edge electronic cooling that does not require a compressor. 
It is silent . . . it is beautiful . . . and it comes with five optional art frames 
to complete the look. The Renoir retails for about $4500. For more details 
on the company, go to zeronext.com.

THE PITCH
The owners of Zeronext asked for $500 000 in return for 20 percent own-
ership of the company (valued at $2 500 000). Zeronext has projected 
sales of approximately $1 million dollars (by year-end). Mathieu and Claude 
are seeking the investment and the support of the dragons to help them 
expand and to address existing interest in Europe and the United States.

THE DRAGONS’ POINT OF VIEW
The dragons seemed very interested in the product, and they loved the 
design, but the consensus was that Zeronext should have charged a 
higher price in order to increase the margins after Mathieu revealed that 
the Renoir had a 40 percent markup (when sold to distributors). Arlene 
was concerned; she indicated that they probably only ended up with 
10 percent on the bottom line. Claude said that the margins were going 
to improve in the coming months because of the economies of scale, 
which are associated with higher sales volume. However, the dragons 
insisted that they should increase the price by a few hundred dollars. 
This is a premium product and charging $4999 rather than $4499 would 
probably not make a huge difference to consumer demand but it would 
mean a lot to the company’s bottom line.

Vikram Vij began the process of negotiation by offering to pay the 
$500 000 asking price for a 35 percent stake rather than 20 percent. He 

also seemed confident that this product would be a good fit for luxury 
condo builders in Vancouver. Soon after, Michael Wekerle increased the 
stakes when he offered $1 000 000 for 40 percent; he also asked Jim 
Treliving to join him on the deal. He believed that this product should 
be targeted at high‐end hotels. Jim Treliving agreed to join forces with 
Michael. Arlene Dickinson said she loved the product but only as a 
potential consumer not as an investor. Finally, Dave Chilton told the own-
ers not to give up the extra equity; he offered exactly what they asked: 
$500 000 for 20 percent.

THE OUTCOME
After discussing the pros and cons of the offers, the entrepreneurs 
decided that they would indeed give up 40 percent of the company for 
$1 million to Jim Treliving and Michael Wekerle. They believed that giv-
ing up the higher percentage was worth it if the extra funding could help 
them expand quicker into the U.S. market.

QUESTIONS FOR DISCUSSION
1. In this section of the course we cover key accounting terms such 

as revenues, expenses, margins, and markups. Trace the discus-
sion that the owners had with the dragons, and highlight the key 
accounting terms and how they were used by the dragons to help 
them make their points and analyze the situation.

2. Do you think the owners did a good job in this pitch? (From an 
accounting point of view? From an operations point of view?) What 
was the high point and what was the low point from the owners’ 
perspective?

3. Do you think it was wise for the owners of Zeronext to sell 40 per-
cent equity in the company? In the short term? In the long term? 
(Support your answers.)

Source: “ZeroNext,” Dragons’ Den, Season 9, Episode 19 (April 22, 
2015).

zERONEXT
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Rudi’s Organic Bakery operates a state‐of‐the‐art, small‐batch bakery. 
The company bakes about 16 million loaves of bread annually and ships 
its products across the country. When Hanno Holm, the chief operating 
officer, first started working at Rudi’s, there was a lot of discussion among 
employees that there was a quality problem due to excessive variation in 
the colour of the loaves being made. In one three‐month period, about 
4.5 million loaves were produced, and the company received just 60 
complaints. But none of those complaints were actually about the colour 
of the bread; they were about bubbles in the bread.

Holm realized that the company had to define quality the same way 
consumers defined it, and in this case it meant that Rudi’s had to focus 
on reducing the number of bubbles instead of the colour. Since the 
bubbles could be seen in uncut loaves, they had to develop a system 

for solving the problem. With some research they found they could buy 
a machine that broke air bubbles as the loaves were being produced. 
The result was a more uniform mass of dough and far fewer bubbles. 
This reduced consumer complaints. Holm says that quality management 
means focusing on how to solve quality problems that consumers talk 
about, not just ones that workers talk about.

QUESTIONS FOR DISCUSSION
1. How is “quality” defined in the text? Is Hanno Holm’s definition of 

quality consistent with the text definition? Explain.
2. How is the concept of total quality management relevant here?
3. What different tools for quality assurance are available to managers? 

Which ones would be most appropriate for Rudi’s bakery?

RUDI’S BAkERY
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Crafting a Business Plan The business plan project is tailor-
made to match and reinforce text content. It is software-independent 
and provides students with an easy-to-understand template that they 
work from as they create their business plans. The business plan project 
is divided into logical sections, and each part (e.g., marketing, produc-
tion, finance, and so on) is located at the end of the section where that 
material is covered. With the five parts of the business plan distributed 
throughout the book, students can gradually apply the concepts they’ve 
learned in the chapters to their business plans throughout the course.

SuppleMental Content
There are five supplements to the text.

•	 The first supplement—A Brief History of Business in Canada—is 
found at the end of Chapter 1. The material in this supplement (sum-
marized in the text and included in its entirety online in MyBizLab) 
outlines the development of business activity in Canada over the 
past 300 years.
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What’S neW in the eighth 
Canadian edition?
New content has been included in all chapters. An illustrative (but not 
exhaustive) list follows:

Chapter 1—New material on the government as a regulator, the activi-
ties of the Competition Bureau and its concerns about anti-competitive 
behaviour, the debate about the advisability of government bailouts of 
companies, public–private partnerships (so-called P3s), problems in the 
provision of essential services to Canadians (e.g., increasing electric-
ity rates in the province of Ontario), and Canada’s supply management 
system.

Chapter 2—New information on the business cycle, the CPI measure, 
and mergers and acquisitions.

Chapter 3—New information on corruption and bribes in international 
business activity, a survey of global managers indicating their percep-
tion of corruption in various countries, how to incorporate various ethical 
norms into management decision making, the fair trade movement, price 
fixing, and counterfeit goods.

Chapter 4—New information on small business employment, issues in 
taking over a family business, and the top corporations in Canada.

Chapter 5—New information about the BRICS nations and the Compre-
hensive Economic and Trade Agreement (CETA).

Chapter 6—New information on the planning process managers at 
McDonald’s use to try to improve the company’s performance, what is 
expected in a manager’s job, how social media makes the activities of 
managers more visible to the public, the importance of managers having 
“soft” skills” (as opposed to technical skills), decision-making skills, and 
the importance of contingency planning.

Chapter 7—New information on the obstacles to effective delegation of 
authority, “tall” and “flat” organization structures, and structural issues 
that Canadian companies must address when they “go global.”

Chapter 8—New information on the concept of the realistic job preview, 
behaviour-based interviewing, the legal status of random drug testing of 
employees, needs analysis in making training decisions, mentoring pro-
grams, guidelines for ensuring performance appraisal is effective, work-
force management systems, retirement trends in Canada, workforce di-
versity, the development of Canadian labour unions, union membership 
in Canada, and union organizing strategies and their success rate.

Chapter 9—New material on personality traits (including concepts such 
as locus of control, self-efficacy, and authoritarianism), attitudes (includ-
ing cognition, affect, and intention), McClelland’s acquired needs theory, 
the concept of power (legitimate, reward, coercive, expert, and referent 
power), and three leadership theories (path-goal, decision-tree, and lead-
er–member exchange theories).

Chapter 10—New material on the difference between “make-to-order” 
and “make-to-stock” production strategies, capacity planning, process 
and product layouts, operations scheduling, international productivity 
comparisons, and supply chain disruptions.

Chapter 11—Updated information about the new CPA accounting des-
ignation, the transition process currently taking place, and the evolving 
role of the modern accountant.

Chapter 12—New material on the steps in developing a marketing plan, 
marketing strategy, and market research.

•	 The second supplement—Business Law—is found at the end of 
Chapter 3. It includes key topics such as contracts, the concept of 
agency, warranties, copyrights and trademarks, and bankruptcy.

•	 The third supplement—Using Technology to Manage Information 
in the Internet and Social Media Era—is included at the end of 
Chapter 11. It focuses on the impact IT has had on the business 
world, the IT resources businesses have at their disposal, the 
threats that information technology pose for businesses, and how 
businesses protect themselves from these threats. There is also 
an important section on the role of social media platforms in the 
modern business world.

•	 The fourth supplement—Managing Your Personal Finances: 
A Synopsis—is found at the end of Chapter 14. The material in 
this supplement (briefly summarized in the text and included in its 
entirety online in MyBizLab) presents a down-to-earth, hands-on 
approach that will help students manage their personal finances. 
Included in the supplement is a worksheet for determining personal 
net worth, insightful examples demonstrating the time value of 
money, a method for determining how much money to invest now 
in order to build a nest egg of a certain size, suggestions on how to 
manage credit-card debt, guidelines for purchasing a house, and a 
personalized worksheet for setting financial goals.

•	 The fifth supplement—Insurance as Risk Management—is found 
at the end of Chapter 15. It provides information on insurable versus 
uninsurable risks, the different types of insurance products available, 
and special forms of business insurance.
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Throughout the text, we examine how the internet and the emergence of 
social media have improved communications, revolutionized distribution, 
augmented human resource practices, revolutionized industries (and 
threatened others), developed new marketing communication channels, 
and changed the most basic business systems. In this supplement, 
we will begin by providing additional information about the internet and 
social media. We will also examine the evolving role of technology in 
managing information.

INTERNET USAGE
Before we look into the specific impact of the internet on business, let’s 
examine some of the key Canadian internet statistics. As regards speed, 
Hong Kong has the fastest internet connections in the world; Canada 
ranks 17th.1 However, Canada ranks ninth among G20 countries in terms 
of internet contribution to GDP. Canadian also spend an average of 36.3 
hours per month on their computers (not including the vast amount of time 
spent on mobile devices) which ranks first in the world.2 In addition, 94 per-
cent of Canadians who live in households with incomes above $85 000 are 
connected (only 56 percent for households with incomes below $30 000 
per year).3 These figures will continue to increase for the next few years.

The federal government has also set its sights on increasing and 
improving the connectivity in rural settings. The improved infrastructure 
will help increase rural access, build further opportunities for companies 
wishing to sell to rural Canadian clients, and provide more incentive and 
opportunity for small businesses to operate in rural settings.4

THE IMPACT OF INFORMATION 
TECHNOLOGY (IT)
No matter where we go, we can’t escape the impact of information 
technology (IT)—the various devices for creating, storing, exchanging, 
and using information in diverse modes, including images, voice, multi-
media, and business data. We see ads all the time for the latest smart-
phones, laptops, iPads and other tablets, and software products, and 
most of us connect daily to the internet (many of you never  disconnect). 

Email, texting, and instant messaging have become staples in business, 
and even such traditionally “low tech” businesses as hair salons and 
garbage collection companies are becoming dependent on the internet, 
computers, and networks. As consumers, we interact with databases 
every time we withdraw money from an ATM, order food at McDonald’s, 
use an Apple or Android application to order food or movie tickets, or 
check on the status of a package at UPS or FedEx. 

IT has had an immense effect on businesses—in fact, the growth of IT 
has changed the very structure of business organizations. Its adoption has 
altered workforces in many companies, contributed to greater flexibility in 
dealing with customers, and changed how employees interact with each 
other. E-commerce has created new market relationships around the globe.

We begin by looking at how businesses are using IT to bolster pro-
ductivity, improve operations and processes, create new opportunities, 
and communicate and work in ways not possible before.

THE IMPACT OF THE INTERNET  
ON MARkETING
E-commerce refers to buying and selling processes that make use of 
electronic technology, while internet marketing refers to the promotional 
efforts of companies to sell their products and services to consumers 
over the internet.5  

03 CHAPTER suPPlEMEnT 

INFORMATION TECHNOLOGY (IT) The various devices for creat-
ing, storing, exchanging, and using information in diverse modes, 
including visual images, voice, multimedia, and business data.

E-COMMERCE Buying and selling processes that make use of 
electronic technology.

INTERNET MARKETING The promotional efforts of companies to 
sell their products and services to consumers over the internet.

<<<   In 2015, Barack Obama was still an avid BlackBerry user. 
Despite calls for him to join the iPhone crowd, he resisted. The 
BlackBerry provides a superior encryption system for secure 
messaging with advisors and colleagues.
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Using Technology to Manage 
Information in the Internet and Social 
Media Era
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Chapter 13—New information on the unique challenges faced by e-busi-
nesses in pricing their products, online consumer engagement, mobile 
and other advertising media, direct (interactive) marketing, publicity, and 
public relations.

Chapter 14—New information on plastic money (credit cards and debit 
cards), the top banks and credit unions in Canada, and the Big Mac Index 
statistics.

Chapter 15—New information on financial planning, managing risk with 
diversification, return on investment, the time value of money, fantasy 
stock markets, mutual funds, and securities regulation.

SuppleMentS
MyBizLab MyBizLab delivers proven results in helping individual 
students succeed. It provides engaging experiences that personal-
ize, stimulate, and measure learning for each student. For the second 
Canadian edition, MyBizLab includes powerful new learning resources, 
including a new set of online lesson presentations to help students work 
through and master key business topics, a completely restructured Study 
Plan for student self-study, and a wealth of engaging assessment and 
teaching aids to help students and instructors explore unique learning 
pathways. MyBizLab online resources include:.

•	 NEW Interactive Lesson Presentations. Students can now study 
key chapter topics and work through interactive assessments to test 
their knowledge and mastery of business concepts. Each presenta-
tion allows students to explore through expertly designed steps of 
reading, practising, and testing to ensure that students not only 
experience the content, but truly engage with each topic. Instructors 
also have the ability to assign quizzes, projects, and follow-up dis-
cussion questions relating to the online lessons to further develop 
the valuable learning experiences from the  presentations.

•	 NEW Study Plan. MyBizLab offers students an engaging and 
focused self-study experience that is driven by a powerful new 
Study Plan. Students work through assessments in each chapter to 
gauge their understanding and target the topics that require addi-
tional practice. Along the way, they are recognized for their mastery 
of each topic and guided toward resources in areas that they might 
be struggling to understand.

•	 NEW Dynamic Study Modules. These new study modules allow 
students to work through groups of questions and check their 
understanding of foundational business topics. As students work 
through questions, the Dynamic Study Modules assess their knowl-
edge and only show questions that still require practice. Dynamic 
Study Modules can be completed online using your computer, 
tablet, or mobile device.

•	 BizSkills and Decision-Making Simulations. BizSkills are real-
world scenarios that invite students to assume the role of a deci-
sion maker at a company to apply the  concepts they have just 
learned. Decision-Making Mini-Simulations walk students through 
key business decision-making scenarios to help them understand 
how business decisions are made. Students are asked to make 
important decisions relating to core business concepts. At each 
point, students receive feedback to help them understand the impli-
cations of their choices in the business environment. Both types of 
simulations can now be assigned by instructors and graded directly 
through MyBizLab.

•	 NEW Business Today Video Database. Business Today is a 
dynamic and expanding database of videos that covers the disci-

plines of business, marketing, management, and more. In addition 
to the videos that have been specifically correlated to this text, you 
will find new videos posted regularly. Check back regularly to see 
up-to-date video examples that are perfect for classroom use.

•	 NEW Learning Catalytics. Learning Catalytics is a “bring your 
own device” student engagement, assessment, and classroom 
intelligence system. It allows instructors to engage students in 
class with a variety of question types designed to gauge student 
understanding.

•	 Glossary Flashcards. The Glossary Flashcards provide a targeted 
review of the Key Terms in each chapter. They allow learners to 
select the specific terms and chapters that they would like to study. 
The cards can also be sorted by Key Term or by definition to give 
students greater flexibility when studying.

•	 Business Plan Project. A simple, concise Business Plan Project is 
available on MyBizLab for instructors to share with their students.

•	 NEW Canadian Sketch Animation Series. Explore a NEW anima-
tion series that presents key marketing and business concepts from a 
uniquely Canadian perspective. This interesting and lively series of vid-
eos will help your students grasp course concepts that they find difficult.

•	 Problem-Based Learning Assignments. Problem-Based Learning 
assignments encourage students to ask questions, think criti-
cally, solve problems and, if working in a group, engage with oth-
ers. Problem-Based Learning assignments help students assume 
responsibility for their own learning, helping them to exercise lead-
ership, and facilitate their ability to apply their knowledge. Students 
who actively participate in their own learning process are better able 
to link concept to application.

eText The Pearson eText gives students access to their textbook 
anytime, anywhere. In addition to enabling note taking, highlighting, and 
bookmarking, the Pearson eText offers interactive and sharing features. 
Rich media options may include videos, animations, interactive figures, 
and built-in assessments, all embedded in the text. Instructors can share 
their comments or highlights, and students can add their own, creating 
a tight community of learners within the class.

The Pearson eText may include a responsive design for easy viewing 
on smartphones and tablets. Many of these eTexts now have configu-
rable reading settings, including resizable type and night-reading mode.

additional inStruCtor 
reSourCeS
Instructor resources are password-protected and available for download 
via www.pearsoncanada.ca/highered.

UPDATED! Test Bank The updated Test Bank, in Microsoft 
Word format, contains approximately 4000 multiple-choice, critical think-
ing, true/false, short-answer, and essay questions. Bloom’s Taxonomy 
tagging and textbook page references tied to each question will help in 
assessing students. This robust Test Bank is also available in computer-
ized format (see below).

Computerized Test Bank Pearson’s computerized test banks 
allow instructors to filter and select questions to create quizzes, tests, or 
homework. Instructors can revise questions or add their own, and may 
be able to choose print or online options. These questions are also avail-
able in Microsoft Word format.

UPDATED! Instructor’s Resource Manual The 
Instructor’s Resource Manual contains chapter synopses, chapter 
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course materials are tailored to meet your specific needs. This highly 
qualified team is dedicated to helping schools take full advantage of a 
wide range of educational resources, by assisting in the integration of a 
variety of instructional materials and media formats. Your local Pearson 
Canada sales representative can provide you with more details on this 
service program.

Your Pearson Education Canada Sales Represen-
tative Your Pearson sales rep is always available to ensure you have 
everything you need to teach a winning course. Armed with experience, 
training, and product knowledge, he or she will support your assess-
ment and adoption of any of the products, services, and technology 
outlined here to ensure our offerings are tailored to suit your individual 
needs and the needs of your students. Whether it’s getting instructions 
on TestGen software or specific content files for your new online course, 
your representative is there to help. Ask your Pearson sales representa-
tive for details.

outlines, teaching tips, in-class exercises, solutions to case studies, 
and answers to the critical thinking questions found at the end of each 
boxed insert. The manual also provides answers to the end-of-chapter 
exercises, including Building Your Business Skills and Exercising Your 
Ethics. Answers are also provided for the Questions for Discussion at 
the end of the CBC and Business Today video cases in each of the five 
major parts of the text.

UPDATED! PowerPoint® Presentations PowerPoint 
Presentations offer an average of 40 slides per chapter, outlining the 
key points in the text. Improved visuals, unique examples, and quick-
check questions are provided. The slides also include lecture notes, 
summaries, and suggestions for student activities or related questions 
from the text.

Learning Solutions Managers Pearson’s Learning Solutions 
Managers work with faculty and campus course designers to ensure 
that Pearson technology products, assessment tools, and online 
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