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3.4 Canada’s Global Challenge
· Why are people referring to the world as a “global village”

· The world is becoming more and more connected…and this is made possible through technology

· Well, technology and the pursuit of profit

· With a small population, Canadian companies must increasingly be innovative, entrepreneurial, and export-driven to meet the global challenge

· So Canadians are competing not only with other Canadians, but with the rest of the world as well

· It is important that we compete well because remember, the more money we make, the higher our standard of living will be

· And standard of living is important because it helps you keep your talent and attract new talent from around the world

· It measures the quality and quantity of Gs & Ss available to people and the way they are distributed among the population

The Knowledge Economy

· What is the Knowledge Economy? 

· Let’s break it down…what is an economy?

· “The system that a country uses to produce and distribute its Gs and Ss in order to satisfy its Ns and Ws” -- Mr. Rusak (1995)

· So what does knowledge have to do with production and distribution?

· Remember the factors of production?  (Land, Labour, Capital)

· Knowledge is becoming the most important factor

· Knowledge, information, ideas, IT

· Economic growth now is driven by the accumulation and utilization of knowledge (think of how much technology has changed the world)

· Technology can raise the amount of money you make ( if you think about it, the countries that have  people that have a lot of knowledge tend to do well, while other countries even though they have may have cheap labour and lots of natural resources can’t seem to grow their economies

“"A knowledge-driven economy is one in which the generation and exploitation of knowledge play the predominant part in the creation of wealth"

The knowledge economy:

· emphasizes mental over physical labour (brain over brawn)

· workers are paid to think and to use state of the art IT to solve problems

North American industries can be grouped under:

	High-Knowledge 

Industries
	>40% of the industry’s employees are knowledge workers
	IT; education; government; microelectronics; biotech; telecom; medicine

	Moderate-Knowledge Industries
	between 20 and 40% of the industry’s employees are knowledge workers
	real estate sales; customer service; sales representatives; financial services

	Low-Knowledge 

Industries
	<20% of the industry’s employees are knowledge workers
	retail sales; truck driving; meat processing; manual labour; 


Intellectual Capital

· The sum of knowledge, information, intellectual property (ideas), and experience within a country

· Includes trade secrets, knowledge, know how etc.

· Is a major factor in competitiveness and ability to create wealth 

· You can’t really put a price on this type of capital

· But a company’s IC can be used as a competitive advantage

· Just look at Steve Jobs ( stock price before surgery, rumours of a heart attack

· Netscape ( first day of trading, stock price rose to 3 billion on $50 million in revenue!

Thriving in the Knowledge Economy

· Great ideas are great because they don’t fit into our current way of thinking

· Think about it, what did people say to Galileo when he said that the earth was not the centre of the universe?

· You can’t be afraid to go against what people think…you need this in order for a society and economy to move forward 

· Post it Notes ( glue that didn’t stick well

· Xerox ( developed mouse, icon technology, laptop, but it didn’t have to do with document reproduction!

· Knowledge is the prime source of competitive advantage

· Workers must learn to share and use knowledge to create more value for customers, employees and owners

· companies must develop, share, use and measure knowledge to create value

· knowledge is created when people work together and must be connected to existing knowledge or information

· You have heard of a lifelong learner right?  Well, not only should people be lifelong learners, but organizations should be that way as well

· We gain more knowledge not only through education, but also through EXPERIENCE

· Teamwork and communication inside a company is essential in this

Innovation and Quality

· There are two ways to ensure that we are always competitive in the marketplace:

· Price & Uniqueness of product

· To help you with this, innovation and quality are integral

· Innovation forces the competition to “catch up”

· While they are busy doing this, you can work on improving your product (your next innovation)

· There are ALWAYS ways to innovate and to improve quality…nothing is perfect

· Think of how computers have changed, even look at mp3 players (I figured my 15 GB Dell would be good at least for a few years!)

Taxation and Innovation

· Is there a connection?

· When company’s get to keep more of their money, they can spend it on different things like R&D

· Also consider that if people have more of their money, then they will spend that money buying stuff

· More people buying stuff, means more money for companies to invest into R&D

· If you think about it, if you have the extra money, you’re going to spend it! (I know I would anyways)

· In short, lower taxes could lead to increased consumption, production, and employment which all leads to more tax dollars at the very end

· This is the “laissez faire” attitude towards economic policy

Rationalization

· What does it mean to be rational?

· If you are, then you are very reasonable, practical person

· In business, this is the term used by companies when they want to change so that they can either make more money or save money

· Basically it is kind of like the business reflecting and saying “what can we change about ourselves to help us make more monies?”

· In the past it was referred to as downsizing, then rightsizing, and now its called rationalization

Causes and Effects of “Rationalization”

· The main reason for rationalization is to try and make more money

· Bigger companies may want to achieve an economy of scale

· Basically it is saying, the more you can produce, the less it will cost you (per unit) to product it

· Mergers & Acquisitions often cause rationalization and economies of scale

· HP & Compaq, AT&T and Cingular, US Airways and America West airlines, TD Canada Trust

· Factors that cause rationalization (things that might make you “rationalize” your company)

· Demand for products in Canada

· Is the demand growing, staying the same, or decreasing?

· Even if demand is increasing, will this mean more jobs?  Don’t forget about the effect of technology

· Trade Balance

· If we are selling less to other people in other countries, this means less money, which might mean we might mean fewer jobs

· Organizational Change

· The company may decide to change its focus and drop a product line, and just focus on one area

· IBM no longer sells computers ( they are now in consulting

· IBM’s vision was to never sell just only computers, they wanted to provide “business solutions”

· Canadian Business Activities:

· A decision by the government to privatize our healthcare would totally change our medical system

· Is privatization a good thing or a bad thing?

· Some people think that some things should not be run as a business (like healthcare)

· Others think that if it was run more like a business, it would be a lot more efficient

· Kyoto accord ( good or bad?
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