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Nl Employees’ Creativeness

In my last article, | spoke about the continuous success
which will be your key enemy where unsound business
environment is dominant regardless of the main activities

of companies (insurance — banking, industry).

But the question is , who is responsible for a sound
business environment? And what is the solution to
overcome this surrounding unsound business environment

in our professional life?

Keep in your mind that top management generally is the
first and the last party that is responsible for creating
and keeping a sound business environment. The first
task of the top management is bridging up the required
strategies which aim at supporting the key personnel
in the company and at qualifying the second line of
employees in order to avoid any business interruption

or disruption.

Creating a sound business environment will make the
management, which is concerned about its employees,

able to finish the internal battle in addition to enhancing

its position against other market players.

Nowadays, employees’ creativeness is acknowledged as
one of the most important factors in the companies and
one of the best ever objects which supports economic
growth in modern countries.

Any commercial competition could be achieved with a
deeply qualified, a motivated and a creative work team
and that is the real meaning of using your resources in
an efficient and effective way.

Using creative people will help in establishing a sound
business environment, then the created rules and
instructions will consequently enhance the internal control

of the company.

Lack of creativeness will kill employees’ willingness
of developing the work and enhancing products or
services, thus let us make our main assignment to enable
our employees to excel; in that way they will involve

themselves in the job and push the company forward.




students perform cost benefit analysis on a daily basis,
by focusing on certain courses that they believe will be
more important for them, while cutting the time spent
studying or even attending courses that they see as less
necessary.

Of course, everyone knows someone who has seemingly
made a poor life choice. Although people are generally
rational, there are many, many factors that can throw
our internalaccountant out the window. Advertising is
one that everyone is familiar with. Commercials tweak
emotional centers of our brain and do other clever tricks
to fool us into overestimating the benefits of a given item.
Some of these same techniques are used quite adeptly
by the lottery, showing a couple sailing a yacht and
enjoying a carefree life. This image and its emotional
message («this could be you») overwhelm the rational
part of your brain that can run the very, very long odds
of actually winning. Cost and benefits may not rule your
mind all the time, but they are in charge more than you
think - especially when it comes to the next concept
Everything Is in the Incentives

Incentives are part of costs and benefits and rational
expectations, but they are so important that they are
worth further examination. Incentives make the world go
round, and sometimes go wrong. If you are a parent,
a boss, a teacher or anyone with the responsibility of
oversight, and things are going horribly awry, the
chances are very good that your incentives are out of
alignment with what you want to achieve.

Wesll take a safe example, however, of — you guessed
it — a brewery. This particular brewery has two sizes of
bottle: one 500ml bottle and a 1L bottle for couples. The
owner wants to increase production, so he offers a bonus
to the shift that produces the most bottles of beer in a day.
Within a couple days, he sees production numbers shoot
up from 10,000 bottles a day to 15,000. However, he
is soon deluged with calls from suppliers wondering
when the shipments of the 1L bottles are going to come.
The problem, of course, is that his incentive focused
on the wrong thing — the number of the bottles rather

than the volume of beer — and made it «beneficial» for

the competing shifts to cheat by only using the smaller
bottles.

When incentives are aligned with organizational
goals, however, the benefits can be exceptional. Some
incentives have been proven so effective that they are
common practice at many firms, such as profit sharing,
performance bonuses and employee shareholding.
However, even these incentives can turn disastrous if the
criteria for the incentives falls out of alignment with the
original goal. Poorly structured performance bonuses,
for example, have driven many a CEO to take temporary
measures fo juice the financial results enough to get the
bonus — measures that often turn out to be detrimental in
the longer term.

Putting It All Together

Scarcity is the overarching theme of all economics. It
sounds negative, and it is one of the reasons economics
is referred to as the dismal science, but it simply means
that choices have to be made. These choices are decided
by the costs and benefits that impact the choice, leading
to a dynamic market system where choices are played
out through supply and demand. On a personal level,
scarcity means that we have to make choices based on
the incentives we are given and the cost and benefits of
different courses of action. This is a very broad look at
what is, believe it or not, a very compelling subject. These
concepts feed into others, like comparative advantage,
entrepreneurial spirit, marginal benefit and so on. The
world is wide with choices, so the field of economics is
wide with theories, laws and concepts that explore those
choices.

Conclusion

These concepts arenst powerful laws that force
human interactions into preset patterns. Rather, they
are a recognition of the patterns that emerge from
hundreds, thousands, millions and billions of individuals
making choices with the information they are given.
While knowing these concepts may not allow you to
fundamentally change the world, it will help explain a
lot. (Discover the theories that shaped the way wesve

come to understand economics.
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5 Economic Concepts

Consumers Need To Know

An understanding of economics isnst seen to be as vital
as, say, balancing a household budget or learning to
drive a car. However, economics has an impact on every
moment of our lives because, at its heart, it is a study
of choices and why and how we make them. In this
article, wesll look at some basic economic concepts that
everyone should understand.

Scarcity

You implicitly understand scarcity, whether you are aware
of it or not. It is the most basic concept in economics, and
is more of a solid fact than any abstraction. Simply put,
the world has limited means to meet unlimited wants, so
there is always a choice to be made. For example, there
is only so much wheat grown every year. Some people
want bread; some people want cereal; some people
want beer, and so on. Only so much of any one product
can made because of the scarcity of wheat. How do we
decide how much flour should be made for bread? Or,

more importantly, how much beer to make2 One answer

is a market system.

Supply and Demand

The market system is driven by supply and demand . Take
beer again. Lebs say people want more beer, meaning
the demand for beer is high. This demand means you
can charge more for beer, so you can make more money
on average by changing wheat into beer than grounding
that same wheat into flour. More people start making
beer and, after a few production cycles, there is so much
beer on the market that prices plummet. Meanwhile, the
price of flour has been increasing as the supply shrinks,
so more producers buy up wheat for the purpose of
making flour - and on, and on.

This extreme and simplified example does encapsulate
the wonderful balancing act that is supply and demand.
The market is generally much more responsive in real
life, and truesupply shocks are rare — at least ones
caused by the market are rare. On a basic level, supply
and demand helps explain why last yearss hit product is
half the price the following year.

Costs and Benefit

The concept of costs and benefits encompass a large area
of economics that has to do with rational expectations
and rational choices. In any situation, people are likely
to make the choice that has the most benefit to them,
with the least cost, or, put another way, the choice that
provides more in benefits than it costs. Going back to
beer, the breweries of the world will hire more employees
to make more beer, only if the price of beer and the sales
volume justifies the additional costs to the payroll and the
materials needed to brew more. Similarly, the consumer
will buy the best beer he or she can afford, not, perhaps,
the best tasting beer in the store.

This extends far beyond financial transactions. University
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financially in the case of an untimely death. That may
be true, but what if that income earner becomes injured
in a car accident or contracts a long or shortterm illness
and is unable to continue working? In this scenario, life

insurance won't be of much help.

That's why more and more financial advisors are
suggesting that their clients purchase disability income
protection insurance, which will typically replace a
portion of one’s income if the policyholder suddenly
becomes unable to work due to an accident, illness
or a disability. There are many different types of these
policies available and while their terms may differ, most
will continue to pay one’s salary until the policyholder

can start working again or passes away.

Typically, there’s a waiting period before a disability
policy kicks in, but it will usually start paying out

immediately after any sick pay from an employer ends.

The amount a policy pays out may decrease over time,
but most will continue to cover the policyholder during the
period of time that their illnesses leaves the policyholder
unable to work. Some payouts may only continue until
the policy expires, which may be at the end of a stated
period, or when the person reaches retirement age.

In this way, disability income policies differ from critical
illness insurance, which pays just a single lump-sum
payment if the policyholder is impacted with a serious
or life threatening disease. Shortterm disability income
protection insurance may also differ from a more
standard plan in that it pays out a monthly sum in relation

to one’s income for just a set or limited period of time.

High Costs of Being Sick

The high dayto-day costs of maintaining a household
while out of work can be daunting, but many people
are shocked to find out how much an illness can end
up costing them in terms of medical bills — even if
they have health insurance. There are often additional
doctor bills and hospital costs that are not covered by
insurance, and these costs can add up to the point of

being overwhelming.

The various types of disability income insurance can help
cover those costs and can help a family avoid going into

bankruptcy in the most extreme cases.

Disability insurance is not the only type of insurance
that can help protect one’s income during difficult times.
There are also income insurance products that only kick
in when someone becomes unemployed. Unemployment
profection insurance, also referred to as redundancy
insurance, protects policyholders> incomes if a person
suddenly loses their job for any variety of reasons; it
pays out a monthly sum for a set period of time. These
policies typically cover the portion of a person’s weekly
salary that is not covered by government unemployment
benefits. Mortgage payment protection insurance is
another type of insurance that can be extremely beneficial
if a person loses his or her income. These policies protect
policyholders by paying out the equivalent of their
monthly mortgage payments during any period in which

they become unable to work.

The Bottom Line

No one’s ability to keep producing income is guaranteed.
That's why purchasing income insurance may be the best
way to protect one’s assets in the event of any type of

devastating loss.
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When and How
to Insure Your Income

Life is full of calamities. That's why insurance was
invented — people buy life insurance, auto insurance,
flood insurance. But what about the one asset you have
that allows you to pay for all those insurance policies?
That would be your income, which most people don’t
think about insuring.

It's understandable that most workers envision or at least
hope that they will remain strong, healthy and able to
continue working up until retirement. But unfortunately,
that is not always the case. If misfortune does strike,
a steady flow of income may be the only way to get

through it financially.

Here are some things to think about when it comes to

insuring your income.

Benefits of Disability Insurance

There are many types of income insurance; disability
insurance is the most common as it provides a way for
people to insure their income and protect their family’s
assets if an illness does occur. Many people mistakenly
believe that once they have purchased a life insurance

policy, they have sufficiently protected their family
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injury and fire damage. Employers> liability and workers>
compensation is a compulsory coverage in all states for
employers that protects the business against liabilities
arising from injuries or death of an employee. Property
insurance covers damage to the business property, inside
and out, including equipment and inventory. An umbrella
liability policy is a personal liability policy designed to
protect against catastrophic losses. Generally, umbrella
liability coverage kicks in when the liability limits of other

insurance are reached.

The Risk of Fraud and Abuse

The 2014 Association of Certified Fraud Examiners
(ACFE) Report on Occupational Fraud and Abuse lists
the following forms of fraud as most prevalent in small
businesses: billing fraud, corruption, check tampering,
revenue skimming and expense reimbursement fraud.
Fraud detection and prevention measures are essential
for any small business. Fraud prevention experts agree
that, even with limited resources, small businesses can
take proactive measures to prevent fraudulent activities
by establishing internal accounting controls; conducting
background checks and monitoring employees;
implementing a visible antifraud policy; and creating an

anti-fraud hotline.

The Risk of Losing a Key Employee

It is not uncommon for a growing business to rely heavily
on the skills, expertise or reputation of a valuable key
employee. The employee could be a business partner,
the person behind the development of a key product or
service, or someone who has personally built substantial
goodwill among the business’ most important customers.
The loss of a key person in these situations could result in
the loss of revenue; and finding an adequate replacement
could be very costly.

Key employees are labeled as such because they are
instrumental to the success of the business. As a valuable
business asset, they should be insured against their loss
due to death or disability. Purchasing a life insurance
policy on a key employee can be an inexpensive

investment in the future of a business.

The Risk of Disability From lliness or Accident
One of the biggest risks faced by small business owners
is the possibility of losing their most valuable asset, their
ability to earn an income, to an illness or accident that
prevents them from operating their business.

According to the Social Security Administration (SSA),
more than three out of 10 people entering the workforce
will become disabled and unable to work. Long-term
disabilities are more likely to occur as a result of chronic
back problems and illnesses or diseases such as cancer

and heart disease.

A disability income insurance plan can protect business
owners against the possibility of losing their ability to
generate income due to an accident or illness. As part
of that plan, business owners should also consider
purchasing a Business Overhead Expense (BOE) policy,
which covers the operating expenses of the business
during an extended disability.

Business Owners Need Complete Risk Management

Plans

Running a business entails inherentrisks thatcannot always
be avoided. However, a complete risk management plan
can minimize or eliminate the financial exposure, or the

risk itself, through insurance and prevention solutions.
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Creating a Risk Management
Plan for Your Small Business

Running a business creates a number of risk exposures,
any of which can cause significant financial hardship
for the business. Protecting against those risks requires
a comprehensive and well-coordinated risk management
plan that addresses each risk exposure with a solution to

minimize or eliminate it.

The Risks of Running Your Own Business

Business owners are exposed to a range of risks, any of
which can subject their assets to claims. Every business
owner needs an asset protection plan built around
available liability insurance coverages. Business liability
insurance protects your business from general liabilities

such as personal injury, property damage, advertising
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