1. The three sectors of the economy. Manufacturing and services

The economy consisting of three sectors:
The primary sector are agriculture, and the extraction of raw materials from the earth.
The secondary sector are manufacturing industry, in which raw materials are turned into finished products (although of course many of the people working for manufacturing companies do not actually make anything, but provide a service – administration, law, finance, marketing, selling, computing, personnel, and so on).
The Tertiary sector are the commercial services that help industry produce and distribute goods to the final consumers, as well as activities such as education, health care, leisure, tourism, and so on.

200 years ago countries were earning money by manufacturing. They has dramatical changed. Now every big city is living from money earned from services. They moved manufacturing to countries of third world, because averange worker from third world cost 1 dollar per day and average worker from America costs 15 dollars per hour. This is good  because manufacturing is cheaper so the products are cheaper too. But it is not as good as it sounds because people who used to manufacture things in America are unemployed now.































2. Management
Management is very important part of business. If you want to produce something you need people who can do the work. Supplyes from which you can build the product and plan how can you build the product. The management is about planning, but i tis not that kind of planning which tells you how many ketchup you put on hamburger. It´s that kind which tells you that you have to open drive in if you want to double your profit.
 
Work of manager can be divided into:
· planning - Managers set objectives, and decide how their organization can achieve them,
· organizing - Managers organize. They divide the work into manageable activities and then into individual jobs,
· integrating - Managers practise the social skills of motivation and communication,
· measuring - Managers have to measure the performance of their staff,
· developing people - Managers develop people – subordinates and themselves.

Good Manager:
· should be decisive – he must make quick decisions.
· should be efficient – doing things quickly, having a tidy desk and so on 
· should be able to communicate with people 
· should be able to motivate and inspire and lead people
· should be competent – knowing one´s job  perfectly
· having good ideas
· wanting to make a lot of money

























3. Recruitment. Filling a vacancy. Applying for a job

	Many people looking for work read the job vacancies advertised by companies and employment and employment agencies in newspapers or on the internet. To reply to an advertisement is to apply for a job. You become a candidate or an applicant. You write an application or fill in the company´s application form and send it. Along with you curriculum vitae and a covering letter. If your qualifications and abilities match the job description, you might be short-listed, (in other world) selected to attend an interview. Finally company make a final selection and write to all the other candidates to inform them that have been unsuccessful and of course candidate who have been successful.
	

































4. Labour relations. Trade unions. Industrial relations

Labour relations represent workers interests. 
Manual and service industry workers are often organized in labour unions, which attempt to ensure fair wages, reasonable working hours, safe working conditions and health care for their members.
Industrial relations tend to be better in countries, industries and companies where communication is good. Workers can do collective bargaining, which is negotiations between unions  and employers about their members wages and working conditions. When collective bargaining is bad, workers can do a strike. Stoppage of work, as a protest against working conditions, low pay and so on. Workers can picket too. Workers picket when they protest outside a factory or other workplace and try to persuade workers and delivery no to enter. 
When labour relations are good, so a collective bargaining is good, workers are satisfied and they don’t want to do a strike or to picket.



































5. Production

Manufacturing companies are faced with a “make-or-buy decision” for every component they use (process and service). Do they make it themselves or do they outsource and buy from a subcontractor?
In Just-In-Time production nothing is bought or produced until it is needed. Each section of the production process makes the necessary quantity of the necessary units at the necessary time, which is when it is required by the next stage of the manufacturing process, or by distributors or customers.
In present the large manufacturing companies practiced outsourcing, and generally use extensive networks of small subcontractors. It is cheaper and better. Companies don’t need own machines, they don’t have spoil goods, waste.

































6. Marketing. Advertising. Promotional tools

Marketers have to identify or anticipate a consumer need, develop a product or service that meets that need better than any competing products or services, persuade customers to try the product or service. They can design features, attractive packaging and effective advertising that will influence consumers wants.

Advertising informs consumers about the existence of products and services and attempts to persuade them to buy them. The best form of advertising is probably word-of-mouth advertising. People tell their friends about the benefits of products or services.
Large companies have own advertising departments, write their own advertisement and buy media space themselves or use the services of large advertising agencies.

Promotional tools such as free samples, coupons, price reductions and so on are things which increase sales.



































7. Accounting and financial statements. Company accounts

Accounting keeping financial records, recording income and expenditure, valuing assets, liabilities and so on. On the other hand managerial accounting preparing budgets and other financial reports necessary for management.

Companies generally include three financial statements in their annual reports:
The profit and loss account shows earnings and expenditure. It usually gives figures for total sales or turnover and costs, expenses and overheads. Turnover should be the highest. Part of profit goes to the government in taxation, part is distributed to shareholders as a dividend and part is retained by the company.

The balance sheet shows a companys financial situation on a particular date generally the last year of the financial year (long term/short term liabilities, shareholders funds).

The third financial statements has various name including the funds flow statements, source and application of funds statements. This show the flow of cash in and out of the business between balance sheet dates.
































8. Banking. Personal banking

In present bank, bank services are very popular. Banks offer products (personal account, loan, mortgage, overdraft …) for person. Every have cash cards. Cash card is a plastic card which customers use in cash dispensers. Business man have a credit card which use on payment for goods and services purchased by the cardholder who pays back the bank at a later day. Business man often use a current account. Current account allows the holder to withdraw cash without any restrictions. They need a loan too. Loan is a sum of money lent for a fixed period for a specific purpose.

Young people in present need money for buying own flat so they need the mortgage. Mortgage is a loan for buy property, which serves as a security for the loan. The bank offer the personal account with overdraft, so people can withdraw more from a bank account than has been deposited in it. People usually a standing order. It is an instruction to a bank to pay fixed sums of money to certain people, organization and so on. 
Every people in present use a home banking. It is very comfortable because they doing banking transactions by telephone or personal computer.


















9. The banking industry
Types of bank:
Commercial banks are businesses that trade in money. They receive and hold deposits, pay money according to customers instructions, lend money, exchange foreign currencies. They make profit from the difference between the interest rates they pay and interest rates they give. Banks also create credit, because money which they lend is spent and in this way transferred to another bank account.
Investment banks raise funds for industry on the various financial markets, finance international trade, issue and underwrite securities. They also offer stockbroking and portfolio management services to rich corporate and individual clients. Investments bank make their profit from the fees and commissions they charge for their services.
Universal banks combining deposit and loan banking with share and bond dealing and investment services. These banks exist in European countries. 

A countries minimum interest rates is usually fixed by the central bank. Banks lend to blue chip borrowers (very safe large companies) at the base rate or the prime rate, all other borrowers pay more, depending on their credit standing. Borrowers can usually get a lower interest rate if the loan is secured or guaranteed by some kind of asset, known as collateral. 

Many banks also do Eurocurrency business. It is lending foreign currencies, notably dollars, ot lower rates than in the currencies home countries.

























10. Efficiency and employment

Companies make profit with work of employees. So the employees are needful for their employers (companies). In present is usually job insecurity. Usually old people lose their job a few years before retirement. In the past job tenure was very long and employees have job security. But now employees change work often, job tenure is short and they don´t have job security, people are afraid of their job. Companies make redundant very often. They lay off a lot of employees every year. 

People can apply to job in labor office, employment agency and so on. Many people, mainly old people do a training programmes often organized by labor office, or by special organizations. Long term unemploymend people often do public sector jobs, temporary works in companies arranged by employment agencies, or do a half time jobs.


Suggestions how to reduce unemployment are decreasing working hours, lowering the age of retirement, job-sharing, training programmes, increasing the number of public sector jobs. 





























11. The role of the government. Central banking. Money and taxation

Goverment has power to regulate certain spheres. These interventions limit our human freedom. For example: we have  freedom to choose how to use our income, how to spend, how much to save.But about 40% of our income is used for us by goverment. Another example, doctors can not give many drugs to us to heal us. We can not also buy an automobile without seat belts. We need to get a licence to be a lawyer, a physician, a dentist, a plumber, a barber. We can not set up(založiť) a bank, go into the taxicab business, or the business of selling electricity or telephone service. If we want to work overtime, it must conform to rules.


Central banking  has a certain function such as :
· Controlling the amount of banknotes in circulation
· Controlling the credit system
· Ensuring that customers can withdraw their Money when they want
· Buying and selling large amounts of the national currency
· Lending Money to a commercial bank in danger of going bankrupt
· Selling bonds to commercial banks a buying them back


Functions of taxation are:to raise revenue to goverment ,to dissuade(odstrašiť) people from smoking, drinking alcohol. When companies want to reduce income tax liability, they give some benefits (a car, lunches, free health insurance)to employees. Legal way of avoiding tax are known as loopholes in tax laws. Companies often set up their head offices in countries such as Liechtenstein, Monaco, the Bahamas, where taxes are low. These countries are known as tax havens. We know many kinds of taxes:
· INCOME TAX – tax which people pay on their wages and salaries
· DIRECT TAX – tax on wages and salaries and company profit
· PROGRESSIVE TAX – tax levied at a higher rate on higher incomes
· INDIRECT TAX – tax paid on property, sales transactions, imports
· VALUE-ADDED TAX – tax collected at eacg stage of production
· CAPITAL GAINS TAX – prfits made by selling assets are libele to this tax
· CAPITAL TRANSFER TAX – gifts and inheritances over a certain value are liable to this tax
· WEALTH TAX – the annual tax imposed on ppl´s fortunes
· TAX EVASION – making false declarations to the tax authorities
· TAX AVOIDANCE – reducing the amount of tax you pay a legal minimum 










12. The business cycle. The Economic situation in Slovakia

	The business cycle is a permanent feature of market economies (boom, depression, recession, upturn or expansion). 
	During a boom an economy expands to the point where it is working at full capacity, so that production, employment, prices, profits, investments rates all tend to rise.
	During a recession goods and services declines and the economy begins to work at below is potentional. Investment, output, employment, profits rates generally fall. Long – lasting recession is called a depression or a slump. Ň
	The highest point on the business cycle is called a peak, which is followed by a downturn. The lowest point on the business cycle is called a trough, which is followed by upturn.



Slovakia is a small country in middle of the europe with about 6 million inhabitants. The capital city is Bratislava, which is actually, one of most expensive cities of the Europe. The rest of Slovakia is quite poor in comparison with Bratislava. The unemployment rate is at the moment  12.07% but in some regions it is as much as 28%. 
 Although, Slovakia have great geographic position and huge potential, the economical situation in Slovakia is poor. Its poor mainly because  the policians, who are not helping people. There is huge corruption rate, so there is high probability that at least 50% of Money which are being send from european union are ending in someone’s wallet. The politicians are not solving the real problems, like non-existance of autobahn  between Bratislava and Kosice or illiteracy and high crime rate of romanian minority. Instead of these critical problems, the politicians are wasting their time and our money on projects like fotbal stadion in Bratislava which are not good and even our children will pay them from their taxes. 
 	As in every country, the economic situation is same as political situation, and in Slovakia, the policital situation is so bad that our economic is sinking like titanic.  




















13. International trade. Protectionism and free trade

The majority of economists believe in the comparative cost principle. Countries will raise their living standards and real income if they specialize in the production of goods and services in which they have to highest relative productivity. Countries have an absolute or a comparative advantage in producing goods or services, when can produce goods or services with lowest costs.

International trade is exchange of capital, goods and services across international borders or territories. In most countries it represents a significant share of gross domestic product. In present is international trade very popular and in the shops we can buy goods products in every country of the world. 

Protectionism are imposing trade barriers in order to restrict imports. With quotas governments can set a limit to imports. Protection against dumping – the selling of goods abroad at below cost price in order, to destroy or weaken competitors.

Free trade allow export and import in countries without barriers. For example free trade is characteristic for European union. 



























14. Economics and ecology. Ecology and the individual consumer. Measuring eco-efficiency. Pollution and market solutions – traded pollution permits

In present people don’t prepare to pay a higher price for goods, which are not dangerous for the environment. Every day we can read about products, which demaging environment, but we don’t stopped using these products. For example fridge. In present in every household we can find fridge.
Some people make an effort to recycle paper, glass, plastic bottles. We have special refuse tanks be in front of house, in which we can recycle these things.
In present a lot of people use cars. Cars demaging environment more than public transport. Cars save our time, are more comfortable but we don’t care about our environment. 

In present a lot of producer say, that their products  are eco-efficiency. Producers persuade consumers that when they purchase their products, they protect the environment. 

Every country have allocated some CO2 emission limit whirch permits them to produce CO2 emissions, but some countries are not using their CO2 limits so they sells them. Do the countries in need of more CO2 limits can purchase them. CO2 limits helps earth to reduce CO2 emissions because, sometimes its easier to invest into “greening” factory so it emits less emissions than buying emission limits. 



























15. Information technology and electronic commerce


The modern age is full of different technology which should make our lives easier. But it is not really so. In this time, many people use computers for mostly actions – for example to find out information  via internet, to buy or to sell products, to relax and play games, to do a business and so on. But we can also find out huge group of people who are not friends with computers and it make their life harder. 
A lot of people use electronic form of buying goods and services. They buy it via the internet from places where sales taxes are lowest. It means that tax deficit has grew. Another example is that i tis very difficult for goverments to see and control the activities of corporations and non-governmental organization which rpoduce and sell in several different countries.
The bad part of using internet is that will lead to increased crime and unemployment among the semi-skilled.
This Information age will be good for those people who adapt it – who can use computers. And communities which invest in communication technology will prosper/thrive(prosperovať), too. 




The purpose of informational technologies is to serve informations to the people. All kind of informations, everything from size of Africa to the gps location of nearest cafee shop. Information technologies helped to change distance between America and Europe and China. In past, it used to be in hundreds of kilometers and informations used to travel there for days, but now, distance between America and Europe is approximately 15 miliseconds. That is how long does it take information to travel from Europe to America. In past, it was almost impossible to buy goods from America, but now, you don’t even need to know if shop from where you are buying things is located in America, or in town where you live, its just matter of few clicks. It is same with informations, you can view all usefull informations on the web and you don’t have to travel to the library, and you don’t care, if the page is hosted in Slovakia or America, you have the informations instantly. Informational technologies are not just about buying things, they are being used in our daily lives, in cell phones, in television, in schools. 

In past, when African student wanted to know some info from Swedish researched about weather in north pole, he had to wait till Swedish researched went to north pole to get the data, and then, wait till someone take tha data from Sweden into Africa so he could read them. This process took months to accomplish. 

Now, Swedish researcher connects to weather sond In north pole, downloads informations, process them and upload to his personal page where African student can read them instantly. This process takes about 45 seconds. This is what are information technologies about. 


In the present every people use a mobile phone, internet, personal computer and very popular are notebooks. 
Information technology will bring knowledge and making life easier for everyone.


16. Company structure

Most organizations have a hierarchical or pyramidal structure, with one person or a group of people at the top and an increasing number of people below them. There is a clear line or chain of command running down the pyramid. 

	Line structure
All the people in the organization know what decisions they are able to make, who their superior is and who their immediate subordinates are.






	Staff position
Some people in an organization have colleagues who  help them: for example an Assistant to the Marketing Manager. This is known as a staff position. The Assistant has no line authority, and is not integrated into the chain of command.








	Functional structure
Today, most large manufacturing organizations have a functional structure, including production, finance, marketing, sales, and personnel or human resources departments. This means, for example, that the production and marketing departments cannot take financial decisions without consulting the finance department.
One department cannot take decisions without consulting with other department. The departments in the organization collaborate on their tasks.






	Matrix structure
Matrix management is when subordinates report to more than one superior (for example two or three superiors). Matrix management combine people from different function´s, whom make decisions together.





17. Work and motivation

Since end of slavery there is huge problem with people and their dislike the work. There are many theories but it´s well known fact that people don’t want to work. They want to earn money, they want to hide from their wifes and husbands, their want better car and office but apart from few people, people don’t want to work. 

There are two teories of work and motivation. Theory X and theory Y. Theory X assumes are that people are lazy and dislike work. They are incapable of taking responsibility for themselves and have to be looked after. People are motivated mainly by money.
Theory Y, on the contrary, assumes that people have a psychological need to work and want achievement and responsibility. 

People motivate things like good labour relations, good working conditions, good wages and benefits and job security. Managers motivate people that they give workers some responsibilities, not as individuals but as part of a team. Other employers ensure that people in repetitive jobs change them every couple of hours, as doing four different repetitive jobs a day is better than doing only one.
































18. Product

A product is something which customers want to satisfy their need. 
Some manufacturers use their name for all their products, for example Phillips, Colgate and so on. Other manufacturers use individual brand names for variety products. Some customers are loyal their favourite brands, but some are a brand- switchers. They buy products which is cheaper or which are look better. Customers who are loyal to some brand usually don’t care about actions, lower prices, colors and so on, they just buy what they love. 

Most manufacturers produce a large number of products. Its called product lines. For example some companies are selling everything form shoes to jackets. The line-filling is when adidas produce a lot of shoes with little differencies where some of them are high end and some of them are low end. The line-stretching is different situation. That is when company produce just one perfect product which should be suitable for highend and also for lowend customers.































19. Market structure and competition

Market structure:
Market leader is a firm with largest market share.  This firm is able to lead other firms in introduction of new products, price changes, intensity of promotions and so on. In many cases, there is often also a market challangers. He has the second-largest market share. He try to attack the leader or followers. Many companies in any industry are just market followers which are not threat to the leader. They concentrate on market segmentation – on profitable products which are different than products of larger companies. And a market followers which dont establish its own niche are in a vulnerable (zraniteľná) position – no one can buy their product. 


Different types of competition:

Perfect competition – products are homogenous, firms can enter and exit the market, there is many small firms so they are not able to influent prices

Monopoly – one producer of certain product so he can give a price

Monopsony – the situation in which there is only one buyer

A natural monopoly – industry in which is impossible to have more than one producer, for example public utilities – water, gas, electricity

Monopolistic competition – many producers of slightly differentiated products sell them above marginal cost.

An oligopoly – there is a few large suppliers, i tis very frequent in manufacturing 

Economies of scale – factors which cause that average cost of something falls and output increases 

Barriers of entry – economic and technical factors that make it difficult or impossible for firms to enter and compete with existing suppliers

A dominant firm oligopoly – market leader has better prices 

A cartel – group of producers or sellers who fix prices because they dont want to compete – they want to avoid competition and increase profit. It isnt legal in many countries








20. Business ethics

Mostly everything is based on rules, laws. Doing a business also is not an exception. Opinions on the question how to do a business are similar. It is said companies have an obligation to maximise profits because shareholders expect the maximum return on their investments. When doing a business you should  apply your own ethical standards and act within the law. Companies try to find a good position on the market and they do not hesitate to use different ways such as bribery, industrial espionage, spending money on lobbying to persuade politicians to pass laws which should help their industry, revealing info to the police that a company is breaking the laws about health and safety regulation and therefore they put people´s lives in danger.

In the past, we can also find out many opinions on business ethics. For instance, Friedman said executive was responsible to his employers and had to conduct the business as well as it was possible and of course it have to be according to the basic rules of the society. He should not hire less-educated people or those who aren´t so qualified or workers from ethnic minorities. They also though it was more importat to live in less poluted enviroment with just few social problems  than gain bigger amount of money.  




In the past, there were also many opinions on business ethnics. For example, executive is responsible to his employers.Everything what he does must be according to the rules of the society. He should not hire people who have not a great qualification or workers from ethnic minorities. Another example, company should not  just see its objectives – to gain a lot of money. It should also look at the enviroment.

