
O.C. Ferrell
Auburn University

Geoffrey A. Hirt
DePaul University

Linda Ferrell
Auburn University

business 6e



x

Part one
BUSINESS IN A CHANGING WORLD
chapter 1 The Dynamics of Business and  

Economics 2

chapter 2 Business Ethics and Social  

Responsibility 22

chapter 2 Appendix: The Legal and Regulatory 

Environment 41

chapter 3 Business in a Borderless World 54

Part two
STARTING AND GROWING A BUSINESS
chapter 4 Options for Organizing Business 74

chapter 5 Small Business, Entrepreneurship, and 

Franchising 92

brief

contents
Part three
MANAGING FOR QUALITY AND 
COMPETITIVENESS
chapter 6 The Nature of Management 108

chapter 7 Organization, Teamwork, and  

Communication 126

chapter 8 Managing Service and Manufacturing 

Operations 144

Part four
CREATING THE HUMAN RESOURCE 
ADVANTAGE
chapter 9 Motivating the Workforce 164

chapter 10 Managing Human Resources 180

Part five
MARKETING: DEVELOPING 
RELATIONSHIPS
chapter 11 Customer-Driven Marketing 200

chapter 12 Dimensions of Marketing Strategy 218

chapter 13 Digital Marketing and Social Media 240

Part six
FINANCING THE ENTERPRISE
chapter 14 Accounting and Financial Statements 258

chapter 15 Money and the Financial System 280

chapter 16 Financial Management and Securities 

Markets 298

 Notes 316

 Name Index 341

 Subject Index 343

©Steve Allen/Stockbyte/Getty Images RF



xi

Part one BUSINESS IN A 
CHANGING WORLD 2

CHAPTER 1  THE DYNAMICS OF BUSINESS 
AND ECONOMICS 2

THE NATURE OF BUSINESS 3

The Goal of Business 3

The People and Activities of Business 4

Why Study Business? 5

THE ECONOMIC FOUNDATIONS OF BUSINESS 6

Economic Systems 6

The Free-Enterprise System 8

The Forces of Supply and Demand 9

The Nature of Competition 10

Economic Cycles and Productivity 11

Whole Foods in a “Food Fight” to Win and Retain 

Customers 11

THE AMERICAN ECONOMY 14

The Importance of the American Economy 15

General Mills Brand Strategy: No Trix, Just Treats 15

A Brief History of the American Economy 16

The Role of the Entrepreneur 17

Warby Parker Sees its Business Differently 18

The Role of Government in the American Economy 18

The Role of Ethics and Social Responsibility in Business 19

Building Your Soft Skills by Setting Goals 19

Team Exercise 19

CAN YOU LEARN BUSINESS IN A CLASSROOM? 20

Are You Prepared to Take Advantage of Emerging Job 

Opportunities? 21

CHAPTER 2  BUSINESS ETHICS AND SOCIAL 
RESPONSIBILITY 22

BUSINESS ETHICS AND SOCIAL RESPONSIBILITY 23

Hugh Jackman and Fair-Trade Coffee: It is a Laughing 

Matter 24

THE ROLE OF ETHICS IN BUSINESS 25

Recognizing Ethical Issues in Business 26

Fairness and Honesty 29

Making Decisions about Ethical Issues 30

Improving Ethical Behavior in Business 31

Wells Fargo: The Stagecoach Runs Out of Control 32

THE NATURE OF SOCIAL RESPONSIBILITY 33

Social Responsibility Issues 34

Drug Pricing: A Shot in the Arm and a Hole in the Wallet 37

UNEMPLOYMENT 39

Team Exercise 39

Building Your Soft Skills by Considering Your Ethics 39

Are You Ready to Go Green and Think Ethics with Your 

Career? 40

APPENDIX: THE LEGAL AND REGULATORY ENVIRONMENT 41

CHAPTER 3  BUSINESS IN A BORDERLESS 
WORLD 54

THE ROLE OF INTERNATIONAL BUSINESS 55

Why Nations Trade 56

Trade between Countries 56

Balance of Trade 57

INTERNATIONAL TRADE BARRIERS 58

Economic Barriers 58

Ethical, Legal, and Political Barriers 59

Bobbie the Bridestowe Bear: The Sweet Smell of Success 59

Social and Cultural Barriers 61

Technological Barriers 62

TRADE AGREEMENTS, ALLIANCES, AND ORGANIZATIONS 63

General Agreement on Tariffs and Trade 63

The North American Free Trade Agreement 63

The European Union 64

contents

©Rene Lender/123RF



xii contents

Steinhoff International: Not Losing any Sleep over  

U.S. Entry 65

Asia-Pacific Economic Cooperation 66

Association of Southeast Asian Nations 66

World Bank 67

International Monetary Fund 67

GETTING INVOLVED IN INTERNATIONAL BUSINESS 67

Exporting and Importing 68

Trading Companies 68

Licensing and Franchising 68

Contract Manufacturing 69

Outsourcing 69

Offshoring 69

Joint Ventures and Alliances 70

Direct Investment 70

BMW Revved Up about Carbon Fiber Batteries 70

INTERNATIONAL BUSINESS STRATEGIES 71

Developing Strategies 71

Managing the Challenges of Global Business 72

Team Exercise 72

Building Your Soft Skills by Understanding Cultural 

Differences 72

Ready to Take Your Career on a Global  

Adventure? 73

Part two STARTING AND 
GROWING A BUSINESS 74

CHAPTER 4  OPTIONS FOR ORGANIZING 
BUSINESS 74

SOLE PROPRIETORSHIPS 75

Advantages of Sole Proprietorships 76

Disadvantages of Sole Proprietorships 77

This Company’s Social Responsibility Cascades over 

Everything It Does 78

PARTNERSHIPS 79

Types of Partnership 79

Articles of Partnership 79

Advantages of Partnerships 79

Titan of a Mover that Moves the Titans 80

Disadvantages of Partnerships 81

Taxation of Partnerships 82

CORPORATIONS 82

Creating a Corporation 82

Types of Corporations 83

Elements of a Corporation 84

Advantages of Corporations 86

Disadvantages of Corporations 87

OTHER TYPES OF OWNERSHIP 87

Joint Ventures 87

S Corporations 88

Limited Liability Companies 88

Cooperatives 88

REI: Co-opted into a Great Business Strategy 88

TRENDS IN BUSINESS OWNERSHIP: MERGERS AND 

ACQUISITIONS 89

Building Your Soft Skills by Handling Conflict 90

Want to be An Entrepreneur? Know Which Form of Business 

is Best for You 91

Team Exercise 91

CHAPTER 5  SMALL BUSINESS, 
ENTREPRENEURSHIP,  
AND FRANCHISING 92

THE NATURE OF ENTREPRENEURSHIP AND SMALL 

BUSINESS 93

What Is a Small Business? 94

The Role of Small Business in the American Economy 94

Industries That Attract Small Business 95

Airbnb: Sharing, Caring, and Pairing 96

ADVANTAGES OF SMALL-BUSINESS OWNERSHIP 98

Independence 98

Costs 98

Flexibility 99

Focus 99

Reputation 99

DISADVANTAGES OF SMALL-BUSINESS OWNERSHIP 99

Sseko Designs: Weaving Work, Women, and Their Welfare 

into One 99

High Stress Level 100

High Failure Rate 100

STARTING A SMALL BUSINESS 101

The Business Plan 101

Forms of Business Ownership 101

Financial Resources 101

Approaches to Starting a Small Business 102

Help for Small-Business Managers 103

Kombucha that Rocks: Enlightened and Synergy 104

THE FUTURE FOR SMALL BUSINESS 104

Demographic Trends 104

Technological and Economic Trends 105

Building Your Soft Skills by Starting Your Own Business 105

MAKING BIG BUSINESSES ACT “SMALL” 106

Team Exercise 106

Do You Know How to Make a Small Business Survive? 107

©Focal.Point/iStock/Getty Images RF



contents xiii

CHAPTER 7  ORGANIZATION, TEAMWORK, 
AND COMMUNICATION 126

ORGANIZATIONAL CULTURE 127

DEVELOPING ORGANIZATIONAL STRUCTURE 128

It’s Getting Harder to Find Employees with  

Soft Skills 128

ASSIGNING TASKS 130

Specialization 130

Departmentalization 131

ASSIGNING RESPONSIBILITY 132

Delegation of Authority 132

Degree of Centralization 133

Sugar Bowl Bakery: Born in Vietnam . . . Success in the 

United States 134

Span of Management 134

Organizational Layers 135

FORMS OF ORGANIZATIONAL STRUCTURE 135

Line Structure 135

Line-and-Staff Structure 136

Multidivisional Structure 136

Matrix Structure 136

THE ROLE OF GROUPS AND TEAMS IN  

ORGANIZATIONS 137

Committees 138

Task Forces 138

Teams 138

COMMUNICATING IN ORGANIZATIONS 139

Formal and Informal Communication 140

Monitoring Communications 141

Zappos Takes Steps to Manage Differently 141

Improving Communication Effectiveness 142

Team Exercise 142

Building Your Soft Skills by Giving and Receiving 

Feedback 142

Organization, Teamwork, and Communication: Are You 

Ready to Apply These Skills on the Job? 143

CHAPTER 8  MANAGING SERVICE 
AND MANUFACTURING 
OPERATIONS 144

THE NATURE OF OPERATIONS MANAGEMENT 145

The Transformation Process 145

Amazon: A Prime Example of Distribution Success 146

Operations Management in Service Businesses 147

PLANNING AND DESIGNING OPERATIONS SYSTEMS 149

Planning the Product 149

Designing the Operations Processes 150

Planning Capacity 150

Planning Facilities 151

Sustainability and Manufacturing 153

MANAGING THE SUPPLY CHAIN 154

Purchasing 154

Quality Bicycle Products Pedals a Successful Wholesale 

Model 155

Part three MANAGING FOR 
QUALITY AND COMPETITIVENESS 108

CHAPTER 6 THE NATURE OF 
MANAGEMENT 108
THE IMPORTANCE OF MANAGEMENT 109

MANAGEMENT FUNCTIONS 110

Planning 110

Pressure: Decision Overload in the Workplace 111

Organizing 113

Directing 113

Controlling 114

TYPES OF MANAGEMENT 114

Levels of Management 114

Areas of Management 117

SKILLS NEEDED BY MANAGERS 118

Technical Expertise 118

Conceptual Skills 118

Analytical Skills 118

Human Relations Skills 119

LEADERSHIP 119

Harmless Harvest: Nuts about Their Farmers 119

The Apple Doesn’t Fall Far from the Tree 120

Employee Empowerment 121

Recognizing and Defining the Decision Situation 122

DECISION MAKING 122

Developing Options 123

Analyzing Options 123

Selecting the Best Option 123

Implementing the Decision 123

Monitoring the Consequences 123

MANAGEMENT IN PRACTICE 124

Team Exercise 124

Building Your Soft Skills by Becoming a Better Leader 124

What Kind of Manager Do You Want to Be? 125

©Rawpixel.com/Shutterstock.com RF



xiv contents

Expectancy Theory 173

Goal-Setting Theory 173

STRATEGIES FOR MOTIVATING EMPLOYEES 174

Behavior Modification 174

Job Design 174

Circling the Wagons: The Success of Radio Flyer 176

Would You Be Good at Motivating a Workforce? 177

Importance of Motivational Strategies 178

Building Your Soft Skills by Staying Motivated 178

Team Exercise 178

CHAPTER 10  MANAGING HUMAN 
RESOURCES 180

THE NATURE OF HUMAN RESOURCE MANAGEMENT 181

PLANNING FOR HUMAN RESOURCE NEEDS 181

Snagajob: Hooked on Helping and Hiring 182

RECRUITING AND SELECTING NEW EMPLOYEES 183

Recruiting 183

Selection 183

Legal Issues in Recruiting and Selecting 185

DEVELOPING THE WORKFORCE 186

Training and Development 186

Assessing Performance 187

Turnover 188

COMPENSATING THE WORKFORCE 189

Financial Compensation 189

Ditch the Résumé and Solve a Puzzle: Changing Hiring 

Practices 190

Benefits 191

MANAGING UNIONIZED EMPLOYEES 192

Collective Bargaining 192

Resolving Disputes 193

THE IMPORTANCE OF WORKFORCE DIVERSITY 194

The Characteristics of Diversity 194

Why Is Diversity Important? 194

The Benefits of Workforce Diversity 195

Affirmative Action 196

Walmart’s New EDLP: Every Day Living Pay—and Low 

Prices 196

TRENDS IN MANAGEMENT OF THE WORKFORCE 197

Are You Ready for a Job in Human Resources? 197

Team Exercise 198

Bringing Soft Skills to Your Résumé 198

Part five MARKETING: 
DEVELOPING RELATIONSHIPS 200

CHAPTER 11  CUSTOMER-DRIVEN 
MARKETING 200

NATURE OF MARKETING 201

The Exchange Relationship 201

Functions of Marketing 203

Managing Inventory 155

Outsourcing 157

Routing and Scheduling 157

MANAGING QUALITY 158

International Organization for Standardization (ISO) 160

Trader Joe’s: Sometimes Less is More 161

Inspection 161

Sampling 161

Building Your Soft Skills by Improving Your Organizational 

Skills 161

INTEGRATING OPERATIONS AND SUPPLY CHAIN 

MANAGEMENT 162

Careers Abound in Operations Management 162

Team Exercise 162

Part four CREATING THE HUMAN 
RESOURCE ADVANTAGE 164

CHAPTER 9  MOTIVATING THE 
WORKFORCE 164

NATURE OF HUMAN RELATIONS 165

HISTORICAL PERSPECTIVES ON EMPLOYEE 

MOTIVATION 167

Classical Theory of Motivation 167

Put a Smile on My Face: Impact of the Unlimited Vacation 

Plan 167

The Hawthorne Studies 168

THEORIES OF EMPLOYEE MOTIVATION 168

Maslow’s Hierarchy of Needs 169

Herzberg’s Two-Factor Theory 170

McGregor’s Theory X and Theory Y 171

Bar None: A Company Willing to Go “Out on a Clif” for Its 

Employees 171

Theory Z 172

Equity Theory 172

©ColorBlind Images/Getty Images



contents xv

Product Line and Product Mix 222

Product Life Cycle 222

Identifying Products 224

Dollar Shave Club: Smooth Operator 226

PRICING STRATEGY 227

Pricing Objectives 228

Specific Pricing Strategies 228

DISTRIBUTION STRATEGY 228

Marketing Channels 229

Intensity of Market Coverage 231

Patagonia Climbs to New Level of Environmental 

Responsibility 231

Physical Distribution 232

Importance of Distribution in a Marketing Strategy 233

PROMOTION STRATEGY 233

The Promotion Mix 234

Promotion Strategies: To Push or to Pull 236

Objectives of Promotion 237

Building Your Soft Skills by Developing Your Personal 

Brand 238

Promotional Positioning 238

Are You Interested in Becoming a Marketing  

Manager? 238

IMPORTANCE OF MARKETING STRATEGY 239

Team Exercise 239

CHAPTER 13  DIGITAL MARKETING AND 
SOCIAL MEDIA 240

GROWTH AND BENEFITS OF DIGITAL  

COMMUNICATION 241

USING DIGITAL MEDIA IN BUSINESS 242

DIGITAL MEDIA AND THE MARKETING MIX 243

Ipsy’s Subscription Is a Prescription for Success 245

Social Media Marketing 246

CONSUMER-GENERATED DIGITAL MEDIA 247

Social Networks 247

It Just Got Easier to Get a Piece of the Pie 247

Blogs and Wikis 249

Media Sharing 249

Mobile Marketing 251

Applications and Widgets 251

ONLINE MONITORING AND ANALYTICS 252

USING DIGITAL MEDIA TO LEARN ABOUT  

CONSUMERS 253

LEGAL AND SOCIAL ISSUES IN INTERNET MARKETING 253

Privacy 254

Identity Theft and Online Fraud 254

GE Plugs into Consumers 255

Intellectual Property Theft and Other Illegal  

Activities 256

Team Exercise 256

DIGITAL MEDIA’S IMPACT ON MARKETING 256

What Does It Mean to Be a Digital Marketer? 257

Building Your Soft Skills by Reflecting Your Personal  

Brand 257

Creating Value with Marketing 203

The Marketing Concept 204

Evolution of the Marketing Concept 205

DEVELOPING A MARKETING STRATEGY 206

Selecting a Target Market 207

Developing a Marketing Mix 209

MARKETING RESEARCH AND INFORMATION  

SYSTEMS 210

Boom or Bust: Don’t Overlook This Generation 211

Online Marketing Research 212

BUYING BEHAVIOR 212

Psychological Variables of Buying Behavior 213

Social Variables of Buying Behavior 213

Whey Better than Other Bars: The Protein Bar 213

Understanding Buying Behavior 214

THE MARKETING ENVIRONMENT 214

Sports Clips Shoots for the Male Sportster 215

IMPORTANCE OF MARKETING TO BUSINESS 

AND SOCIETY 215

Team Exercise 215

Do You Have What It Takes to Get a Job in  

Marketing? 216

Building Your Soft Skills by Considering Your Personal 

Brand 216

CHAPTER 12  DIMENSIONS OF MARKETING 
STRATEGY 218

THE MARKETING MIX 219

PRODUCT STRATEGY 219

Developing New Products 219

Netflix: Full “Stream” Ahead 220

Classifying Products 221

©tashka2000/iStock/Getty Images RF



xvi contents

Building Your Soft Skills by Handling Conflict 296

Do You Want a Career in Finance or Banking? 296

Team Exercise 297

CHAPTER 16  FINANCIAL MANAGEMENT 
AND SECURITIES 
MARKETS 298

MANAGING CURRENT ASSETS AND  

LIABILITIES 299

Managing Current Assets 299

Mr. CFO: “Houston, We Have a Problem!” 300

Managing Current Liabilities 303

MANAGING FIXED ASSETS 304

Capital Budgeting and Project Selection 305

Assessing Risk 305

Pricing Long-Term Money 305

FINANCING WITH LONG-TERM LIABILITIES 307

Bonds: Corporate IOUs 307

Types of Bonds 308

Part six FINANCING THE 
ENTERPRISE 258

CHAPTER 14  ACCOUNTING AND 
FINANCIAL  
STATEMENTS 258

THE NATURE OF ACCOUNTING 259

Accountants 259

Accounting or Bookkeeping? 260

The Uses of Accounting Information 261

Fraudsters and Tipsters: Achieving Balance in the  

Accounting World 262

THE ACCOUNTING PROCESS 263

The Accounting Equation 263

Double-Entry Bookkeeping 264

The Accounting Cycle 264

FINANCIAL STATEMENTS 266

The Income Statement 266

Buffalo Wild Wings: From Accounting Mess  

to Success 269

The Balance Sheet 270

The Statement of Cash Flows 272

RATIO ANALYSIS: ANALYZING FINANCIAL  

STATEMENTS 273

Profitability Ratios 274

Environmental Reporting: It’s Not Easy  

Being Green 275

Asset Utilization Ratios 275

Liquidity Ratios 276

Debt Utilization Ratios 276

Per Share Data 276

Industry Analysis 277

Team Exercise 278

IMPORTANCE OF INTEGRITY IN ACCOUNTING 278

Building Your Soft Skills by Thinking about Ethics 278

Would You Make a Good Accountant? 279

CHAPTER 15  MONEY AND THE FINANCIAL 
SYSTEM 280

MONEY IN THE FINANCIAL SYSTEM 281

Functions of Money 281

Banking on Credit Unions 282

Characteristics of Money 282

Types of Money 284

THE AMERICAN FINANCIAL SYSTEM 286

The Federal Reserve System 286

Banking Institutions 289

Cybersecurity: Making It Safer in Banking 290

Nonbanking Institutions 292

Greenleaf Trust Has a Green Thumb and Much  

More 293

Electronic Banking 294

Future of Banking 295

©Tetra Images/Getty Images RF



contents xvii

Building Your Soft Skills by Becoming Financially 

Literate 314

Team Exercise 314

What Is It Like to Work in Financial Management or 

Securities? 315

NOTES 316

NAME INDEX 341

SUBJECT INDEX 343

FINANCING WITH OWNERS’ EQUITY 308

Cue Ball: In It for the Long Haul 309

INVESTMENT BANKING 310

Legal Tax Evasion: The Flight of U.S. Companies 

Abroad 311

THE SECURITIES MARKETS 311

Stock Markets 312

The Over-the-Counter Market 313

Measuring Market Performance 313


