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University: University is an academic institution for higher learning with teaching and research facilities. A university is an institution of higher education and research, which grants academic degrees in a variety of subjects. A university is a corporation that provides both undergraduate education and postgraduate education. The word university is derived from the Latin universitas magistrorum et scholarium, roughly meaning "community of teachers and scholars. The original Latin word "universitas" was used at the time of emergence of urban town life and medieval guilds, to describe specialized "associations of students and teachers with collective legal rights usually guaranteed by charters issued by princes, prelates, or the towns in which they were located. The original Latin word referred to degree-granting institutions of learning in Western Europe, where this form of legal organization was prevalent, and from where the institution spread around the world.
A national university is generally an university created or run by a national state but at the same time represent a state autonomic institutions which functions as a completely independent body inside of the same state. Some national universities are closely associated with national cultural or political aspirations. Although each institution is organized differently, nearly all universities have a board of trustees; a president, chancellor, or rector; at least one vice president, vice-chancellor, or vice-rector; and deans of various divisions. Universities are generally divided into a number of academic departments, schools or faculties. Public university systems are ruled over by government-run higher education boards. They review financial requests and budget proposals and then allocate funds for each university in the system. They also approve new programs of instruction and cancel or make changes in existing programs. In addition, they plan for the further coordinated growth and development of the various institutions of higher education in the state or country. However, many public universities in the world have a considerable degree of financial, research and pedagogical autonomy. Private universities are privately funded and generally have a broader independence from state policies.
Despite the variable policies, or cultural and economic standards available in different geographical locations create a tremendous disparity between universities around the world and even inside a country, the universities are usually among the foremost research and advanced training providers in every society. Most universities not only offer courses in subjects ranging from the natural sciences, engineering, architecture or medicine, to sports sciences, social sciences, law or humanities, they also offer many amenities to their student population including a variety of places to eat, banks, bookshops, print shops, job centers, and bars. In addition, universities have a range of facilities like libraries, sports centers, students' unions, computer labs, and research laboratories. In a number of countries, major classic universities usually have their own botanical gardens, astronomical observatories, business incubators and university hospitals. The funding and organization of universities varies widely between different countries around the world. In some countries universities are predominantly funded by the state, while in others funding may come from donors or from fees which students attending the university must pay. In some countries the vast majority of students attend university in their local town, while in other countries universities attract students from all over the world, and may provide university accommodation for their students.

Teaching: Teaching is a process of imparting knowledge, motivating and guiding the students to learn through their own activities, their emotions and developing their power and capabilities so that they are able to make effective adjustments to their environment and are better prepare for successful social participation. 

Learning: Learning is the process of bringing desirable change in human behaviour.
Universities in Pakistan are playing a very important role in the over all development of the country. Their importance lies not only in providing degrees and thus producing quality human resources for various sectors of the economy, but also in making the youth agents of bringing about socio-economic changes in the country. However University education in Pakistan needs to be revamped for making it accessible and more relevant to the changing circumstances. There are at present 49 General Universities in the Public sector, 36 Universities in the private sector, 8 degree awarding institutes in the private sector and 18 degree awarding institutes in the private sector. The University education in Pakistan is not accessible to a large section of the population, which is evident from the fact that during the year 2003-4, the percentage of population, between the age group 18 to 23, enrolled in a University of Pakistan was a meager 2.38% (Economic Survey of Pakistan 2004-05 data). 
In order to improve the quality of University education in Pakistan, making it accessible and relevant, the Higher Education Commission is undertaking various reforms. The Commission is also committed to making the indigenous universities of Pakistan world-class institutes. 
The Higher Education Commission (HEC), formerly the University Grant Commission, is the primary regulator of higher education in Pakistan. It also facilitates the development of higher educational system in Pakistan. Its main purpose is to upgrade the Universities of Pakistan to be centres of education, research and development. The HEC is also playing a leading role towards building a knowledge based economy in Pakistan by giving out hundreds of doctoral scholarships for education abroad every year.

HEC main programs for the promotion of Universities in Pakistan are following:

· Faculty development 

· Curriculum revision 

· Higher education infrastructure development 

· Indigenous scholarships

· Foreign scholarships 

· Patent filing support 

· Conference travel grants 

· Increase industry and university research collaboration 

· Developing new technology parks 

Corporation: Corporation is body corporate created by an act of Parliament or Legislature and notified by the name in the official gazette of the central or state government. Public sector is generally recognized as a “model employer” providing fair wages, good working conditions and amenities and recognizing the rights of workers.
Objectives of Corporation: Are as follows;

· To promote rapid economic development by filling critical gaps in the agriculture and industrial structure.

· To provide basic infra-structural facilities for the growth of primary, secondary and tertiary sectors.
· To understand economic activity such as balanced provision of necessities of life (i.e education, health, food) strategically important for smooth functioning and productive growth.

· To reduce disparities in business return.
· To avoid concentration of economic/ financial power in a few hands.

· To exercise social control and regulation of long term capital through financial institutions.

· To enhance the employment opportunities by heavy investment in industry.
· To increase exports of primary goods and earn foreign exchange to ease the pressure of balance of payment.
Need of Corporation: At the time of independence, the planners believed that large scale investment by the State would be necessary to achieve accelerated and balance economic development. Achievement of objectives such as creation of industrial base, poverty alleviation, and equitable distribution of income and removal of regional imbalances required as practical role by the State. 
Advantages of Corporation:  Are as follows;

· The control of corporation is direct and centralized, so it is likely to be effective.

· As the financial operations of corporations are subject to ministerial sanction, budget accounting and audit control, the risk of misuse of money to relatively less.

· The revenue of money is likely to increase since the earning of corporation is credited into the treasury; the tax burden on the continuity thereby becomes lighter.
Disadvantages of Corporation:  Are as follows;

· Due to excessive centralization of control contrary to flexibility initiative and prompt action would become hurdle in the smooth and successful operation of corporations.

· Since it has no power to utilize the revenues, there will be practically no incentives to maximize its earnings.
· Due to absence of competition and profit motives, losses incurred by the corporations are not taken seriously.
· Losses incurred by the corporation are recovered from treasury, the amount of loss which may necessitate additional taxation.
Multinational Corporation: A multinational corporation (MNC) is a corporation or an enterprise that manages production or delivers services in more than one country. It can also be referred as an international corporation. The International Labour Organization (ILO) has defined as MNC as a corporation which has its management headquarters in one country known as the home country and operates in several other countries known as host countries. The first modern MNC is generally thought to be the Dutch East India Company. Nowadays many corporations have offices, branches or manufacturing plants in different countries than where their original and main headquarter is located. This often results in very powerful corporations that have budgets that exceed some national GDPs. Multinational corporations can have a powerful influence in local economies as well as the world economy and play an important role in international relations and globalization. It may seem strange that a corporation can decide to do business in a different country, where it doesn't know the laws, local customs or business practices. One reason is that the use of the market for coordinating the behaviour of agents located in different countries is less efficient than coordinating them by a multinational enterprise as an institution. The additional costs caused by the entrance in foreign markets are of less interest for the local enterprise. 
Tax competition: Multinational corporations have played an important role in globalization. Countries and sometimes subnational regions must compete against one another for the establishment of MNC facilities, and the subsequent tax revenue, employment, and economic activity. To compete, countries and regional political districts sometimes offer incentives to MNCs such as tax breaks, pledges of governmental assistance or improved infrastructure, or lax environmental and labor standards enforcement. This process of becoming more attractive to foreign investment can be characterized as a race to the bottom, a push towards greater autonomy for corporate bodies, or both.

However, some scholars for instance the Columbia economist Jagdish Bhagwati, have argued that multinationals are engaged in a 'race to the top.' While multinationals certainly regard a low tax burden or low labor costs as an element of comparative advantage, there is no evidence to suggest that MNCs deliberately avail themselves of lax environmental regulation or poor labour standards. Thus, both the negotiating power of MNCs and the supposed 'race to the bottom' may be overstated, while the substantial benefits which MNCs bring (tax revenues aside) are often understated.

Market withdrawal:Because of their size, multinationals can have a significant impact on government policy, primarily through the threat of market withdrawal. For example, in an effort to reduce health care costs, some countries have tried to force pharmaceutical companies to license their patented drugs to local competitors for a very low fee, thereby artificially lowering the price. When faced with that threat, multinational pharmaceutical firms have simply withdrawn from the market, which often leads to limited availability of advanced drugs. In these cases, governments have been forced to back down from their efforts. Similar corporate and government confrontations have occurred when governments tried to force MNCs to make their intellectual property public in an effort to gain technology for local entrepreneurs. When companies are faced with the option of losing a core competitive technological advantage or withdrawing from a national market, they may choose the latter. This withdrawal often causes governments to change policy. 

Lobbying: Multinational corporate lobbying is directed at a range of business concerns, from tariff structures to environmental regulations. There is no unified multinational perspective on any of these issues. Companies that have invested heavily in pollution control mechanisms may lobby for very tough environmental standards in an effort to force non-compliant competitors into a weaker position. Corporations lobby tariffs to restrict competition of foreign industries. For every tariff category that one multinational wants to have reduced, there is another multinational that wants the tariff raised. 
Patents: Many multinational corporations hold patents to prevent competitors from arising. For example, Adidas holds patents on shoe designs, Siemens A.G. holds many patents on equipment and infrastructure and Microsoft benefits from software patents. The pharmaceutical companies lobby international agreements to enforce patent laws on others.

Government power: In addition to efforts by multinational corporations to affect governments, there is much government action intended to affect corporate behavior. The threat of nationalization (forcing a company to sell its local assets to the government or to other local nationals) or changes in local business laws and regulations can limit a multinational's power. These issues become of increasing importance because of the emergence of MNCs in developing countries. 
Micro-multinationals: What differentiates micro-multinationals from the large MNCs is the fact that they are small businesses. Some of these micro-multinationals, particularly software development companies, have been hiring employees in multiple countries from the beginning of the Internet era. But more and more micro-multinationals are actively starting to market their products and services in various countries. Internet tools like Google, Yahoo, MSN, Ebay and Amazon make it easier for the micro-multinationals to reach potential customers in other countries. Service sector micro-multinationals, like Facebook, Alibaba etc. started as dispersed virtual businesses with employees, clients and resources located in various countries. Their rapid growth is a direct result of being able to use the internet, cheaper telephony and lower traveling costs to create unique business opportunities

Criticism of multinationals: The rapid rise of multinational corporations has been a topic of concern among intellectuals, activists and laypersons who have seen it as a threat of such basic civil rights as privacy. They have pointed out that multinationals create false needs in consumers and have had a long history of interference in the policies of sovereign nation states. 
Biotechnology: Biotechnology is a field of biology that involves the use of living things in engineering, technology, medicine, etc. Modern use of the term refers to genetic engineering as well as cell- and tissue culture technologies. However, the concept encompasses a wider range and history of procedures for modifying living organisms according to human purposes, going back to domestication of animals, cultivation of plants and "improvements" to these through breeding programs that employ artificial selection and hybridization. By comparison to biotechnology, bioengineering is generally thought of as a related field with its emphasis more on mechanical and higher systems approaches to interfacing with and exploiting living things. "Any technological application that uses biological systems, living organisms, or derivatives thereof, to make or modify products or processes for specific use." Biotechnology draws on the pure biological sciences (genetics, microbiology, animal cell culture, molecular biology, biochemistry, embryology, cell biology) and in many instances is also dependent on knowledge and methods from outside the sphere of biology (chemical engineering, bioprocess engineering, information technology, biorobotics). Conversely, modern biological sciences (including even concepts such as molecular ecology) are intimately entwined and dependent on the methods developed through biotechnology and what is commonly thought of as the life sciences industry.

Although not normally thought of as biotechnology, agriculture clearly fits the broad definition of "using a biotechnological system to make products" such that the cultivation of plants may be viewed as the earliest biotechnological enterprise. Agriculture has been theorized to have become the dominant way of producing food since the Neolithic Revolution. The processes and methods of agriculture have been refined by other mechanical and biological sciences since its inception. Through early biotechnology, farmers were able to select the best suited and highest-yield crops to produce enough food to support a growing population. Other uses of biotechnology were required as crops and fields became increasingly large and difficult to maintain. Specific organisms and organism by-products were used to fertilize, restore nitrogen, and control pests. Throughout the use of agriculture, farmers have inadvertently altered the genetics of their crops through introducing them to new environments and breeding them with other plants—one of the first forms of biotechnology. 
Uses of Biotechnology: Biotechnology has applications in four major industrial areas, including health care (medical), crop production and agriculture, non food (industrial) uses of crops and other products (e.g. biodegradable plastics, vegetable oil, biofuels), and environmental uses. For example, one application of biotechnology is the directed use of organisms for the manufacture of organic products (examples include beer and milk products). Another example is using naturally present bacteria by the mining industry in bioleaching. Biotechnology is also used to recycle, treat waste, clean up sites contaminated by industrial activities (bioremediation), and also to produce biological weapons. 
A series of derived terms have been coined to identify several branches of biotechnology, for example:

· Bioinformatics is an interdisciplinary field which addresses biological problems using computational techniques, and makes the rapid organization and analysis of biological data possible. The field may also be referred to as computational biology, and can be defined as, "conceptualizing biology in terms of molecules and then applying informatics techniques to understand and organize the information associated with these molecules, on a large scale." 

· Blue biotechnology is a term that has been used to describe the marine and aquatic applications of biotechnology, but its use is relatively rare. 

· Green biotechnology is biotechnology applied to agricultural processes. An example would be the selection and domestication of plants via micropropagation. Another example is the designing of transgenic plants to grow under specific environments in the presence (or absence) of chemicals. One hope is that green biotechnology might produce more environmentally friendly solutions than traditional industrial agriculture. An example of this is the engineering of a plant to express a pesticide, thereby ending the need of external application of pesticides. An example of this would be Bt corn. Whether or not green biotechnology products such as this are ultimately more environmentally friendly is a topic of considerable debate. 

· Red biotechnology is applied to medical processes. Some examples are the designing of organisms to produce antibiotics, and the engineering of genetic cures through genetic manipulation. 

· White biotechnology, also known as industrial biotechnology, is biotechnology applied to industrial processes. An example is the designing of an organism to produce a useful chemical. Another example is the using of enzymes as industrial catalysts to either produce valuable chemicals or destroy hazardous/polluting chemicals.
 Medicine: In medicine, modern biotechnology finds promising applications in such areas as

· drug production; 

· pharmacogenomics; 

· gene therapy; and 

· genetic testing; 
Research and Development Contacts: The phrase research and development (also R and D or, more often, R&D), according to the Organization for Economic Co-operation and Development, refers to "creative work undertaken on a systematic basis in order to increase the stock of knowledge, including knowledge of man, culture and society, and the use of this stock of knowledge to devise new applications". New product design and development is more often than not a crucial factor in the survival of a company. In an industry that is fast changing, firms must continually revise their design and range of products. This is necessary due to continuous technology change and development as well as other competitors and the changing preference of customers. A system driven by marketing is one that puts the customer needs first, and only produces goods that are known to sell. Market research is carried out, which establishes what is needed. If the development is technology driven then it is a matter of selling what it is possible to make. The product range is developed so that production processes are as efficient as possible and the products are technically superior, hence possessing a natural advantage in the market place. R&D has a special economic significance apart from its conventional association with scientific and technological development. R&D investment generally reflects a government's or organization's willingness to forgo current operations or profit to improve future performance or returns, and its abilities to conduct research and development. In 2006, the world's largest spenders of R&D as a percentage of GDP were Sweden (3.82%), Finland (3.45%), and Japan (3.33%), with the United States at 2.62% and China at 1.43%. 
In general, R&D activities are conducted by specialized units or centers belonging to companies, universities and state agencies. In the context of commerce, "research and development" normally refers to future-oriented, longer-term activities in science or technology, using similar techniques to scientific research without predetermined outcomes and with broad forecasts of commercial yield. Statistics on organizations devoted to "R&D" may express the state of an industry, the degree of competition or the lure of progress. Some common measures include: budgets, numbers of patents or on rates of peer-reviewed publications. Bank ratios are one of the best measures, because they are continuously maintained, public and reflect risk. In the U.S., a typical ratio of research and development for an industrial company is about 3.5% of revenues. A high technology company such as a computer manufacturer might spend 7%. Although Allergan (a biotech company) tops the spending table 43.4% investment, anything over 15% is remarkable and usually gains a reputation for being a high technology company. Companies in this category include pharmaceutical companies such as Merck & Co. (14.1%) or Novartis (15.1%), and engineering companies like Ericsson (24.9%). Such companies are often seen as poor credit risks because their spending ratios are so unusual. 

Generally such firms prosper only in markets whose customers have extreme needs, such as medicine, scientific instruments, safety-critical mechanisms (aircraft) or high technology military armaments. The extreme needs justify the high risk of failure and consequently high gross margins from 60% to 90% of revenues. That is, gross profits will be as much as 90% of the sales cost, with manufacturing costing only 10% of the product price, because so many individual projects yield no exploitable product. Most industrial companies get only 40% revenues. On a technical level, high tech organizations explore ways to re-purpose and repackage advanced technologies as a way of amortizing the high overhead. They often reuse advanced manufacturing processes, expensive safety certifications, specialized embedded software, computer-aided design software, electronic designs and mechanical subsystems. Research has shown that firms with a persistent R&D strategy outperform those with an irregular or no R&D investment programme. 
Research often refers to basic experimental research; development refers to the exploitation of discoveries. Research involves the identification of possible chemical compounds or theoretical mechanisms. In the United States, universities are the main provider of research level products. In the United States, corporations buy licences from universities or hire scientists directly when economically solid research level products emerge and the development phase of drug delivery is almost entirely managed by private enterprise. Development is concerned with proof of concept, safety testing, and determining ideal levels and delivery mechanisms. Development often occurs in phases that are defined by drug safety regulators in the country of interest. In the United States, the development phase can cost between $10 to $200 million and approximately one in ten compounds identified by basic research pass all development phases and reach market.

Importance in Business : Research and development is nowadays of great importance in business as the level of competition, production processes and methods are rapidly increasing. It is of special importance in the field of marketing where companies keep an eagle eye on competitors and customers in order to keep pace with modern trends and analyze the needs, demands and desires of their customers. Unfortunately, research and development are very difficult to manage, since the defining feature of research is that the researchers do not know in advance exactly how to accomplish the desired result. As a result, higher R&D spending does not guarantee "more creativity, higher profit or a greater market share." 

R&D alliance: An R&D alliance is a mutually beneficial formal relationship formed between two or more parties to pursue a set of agreed upon goals while remaining independent organisations, where acquiring new knowledge is a goal by itself. The different parties agree to combine their knowledge to create new innovative products. Thanks to funding from government organizations, like the European Union's Seventh Framework Programme (FP7), and modern advances in technology, R&D alliances have now become more efficient. Research and development is nowadays of great importance in business as the level of competition, production processes and methods are rapidly increasing. It is of special importance in the field of marketing where companies keep an eagle eye on competitors and customers in order to keep pace with modern trends and analyze the needs, demands and desires of their customers.
Introduction to Finance
Finance: In our present day economy, "finance" is defined as the provision of money at the time when it is required. Every enterprise, whether big, medium of small, needs finance to carry on its operations and to achieve its targets. Finance is so indispensable today that it is the lifeblood of an enterprise. Without adequate finance, no enterprise can possibly accomplish its objectives. "finance" is the life blood and the nervous system of any business organization. Just as circulation of blood, is necessary in the human body to maintain life. Finance is necessary in the business org. for smooth running of the business.
Financial Management: Financial Management is concerned with anticipation, acquisition and allocation of funds. It involves managerial activities concerned with the procurement and utilization of funds for business purpose. There are mainly two functions; Financing and budgeting. 

Sources of finance/ capital formation/ capital accummulation: 

a) Creation of savings: Individuals or groups intend to create savings by developing and   manintinaing power and will to save.                                                                  

b) Mobilization of savings: Saved amount must be mobilized and transferred to enterpreurs/ businessmen for appropriate investment.

c) Invetsment of savings in real capital: Preference must be assured for the investment in industrial sector.
d) Foreign investment: It comprises followings

i. Direct Foreign investment.

ii. Loan or grant from foreign nations.

iii.Loan from international funding agencies i.e IMF, World Bank.

e) Taxes. It is one the most important source of public finance.

f) Prices. Increase price of certain products bring revenue.

g) Rates. It is also a source of fund

h) Fines and penalities: Also considered as sources of fund.

Valuation: It is central issue of finance.

Time Value of Money:
Time Value of Money (TVM) is an important concept in financial management. It can be used to compare investment alternatives and to solve problems involving loans, mortgages, leases, savings, and annuities. TVM is based on the concept that a dollar that you have today is worth more than the promise or expectation that you will receive a dollar in the future. Money that you hold today is worth more because you can invest it and earn interest. After all, you should receive some compensation for foregoing spending. For instance, you can invest your dollar for one year at a 6% annual interest rate and accumulate $1.06 at the end of the year.  You can say that the future value of the dollar is $1.06 given a 6% interest rate and a one-year period. It follows that the present value of the $1.06 you expect to receive in one year is only $1. A key concept of TVM is that a single sum of money or a series of equal, evenly-spaced payments or receipts promised in the future can be converted to an equivalent value today.  Conversely, you can determine the value to which a single sum or a series of future payments will grow to at some future date. You can calculate the fifth value if you are given any four of: Interest Rate, Number of Periods, Payments, Present Value, and Future Value.  
Present value of a future sum: Present value is the current value of payment that will be received in future. While discounting is the process of determining the present value from know future payment.

PV = FV/ (1+i)n

Where 

PV = Present value of dollar

FV = Future value of dollar

i = Interest rate per time period

n= number of time period

For example, if you can go backwards too. If someone will give you $1000 in 5 years. How much money should you give me now to make it fair to me. You think a good interest rate would be 6% (You just made that number up). (i=.06) 

· FV= PV ( 1 + i ) N 

· $1000 = PV ( 1 + .06) 5 

· $1000 = PV (1.338) 

· $1000 / 1.338 = PV 

· $ 747.38 = PV 

Present value is an amount today that is equivalent to a future payment, or series of payments, that has been discounted by an appropriate interest rate.  The future amount can be a single sum that will be received at the end of the last period, as a series of equally-spaced payments (an annuity), or both.  Since money has time value, the present value of a promised future amount is worth less the longer you have to wait to receive it.
Future value of a present sum: Future value is any amount of money, will be worth if it earns interest for a specific period of time. Compounding is the process of determining the future value from the known present value or principal. 

FV = PV (1+i)n
Where 

FV = Future value of dollar

PV = Principal or present value of dollar

i = Interest rate per time period

n= number of time period

For example, if someone give you 100 dollars. You take it to the bank. They will give you 10% interest per year for 2 year. 

So, the Present Value = $ 100 

While the Future Value = $121. 

Future value is the amount of money that an investment with a fixed, compounded interest rate will grow to by some future date. The investment can be a single sum deposited at the beginning of the first period, a series of equally-spaced payments (an annuity), or both.  Since money has time value, we naturally expect the future value to be greater than the present value. The difference between the two depends on the number of compounding periods involved and the going interest rate.
Interest. It is a charge for borrowing money, usually stated as a percentage of the amount borrowed over a specific period of time.   Simple interest is computed only on the original amount borrowed. It is the return on that principal for one time period.  In contrast, compound interest is calculated each period on the original amount borrowed plus all unpaid interest accumulated to date.  Compound interest is always assumed in TVM problems.
Time and Risk: Each assset is defined by its cash flow.
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Hence value of an asset = value of a cash flow

Value of investment= Value ({CF0, CF1, CF2, ---})

Charcateristics of cashflow: Time and risk

Time: Example. $1000 today versus $1000 next year
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Risk: Risk means you have the possibility of losing some, or even all, of our original investment. 

Example  $1000 for sure vs $0 and $2000 with equal odds
    --------$1000


--------
$2000

    --------$1000


-------- $0

Time and uncertainty are the two elements in finance.
The risk/return tradeoff: Risk/ return trade off  is the balance between the desire for the lowest possible risk and the highest possible return. This is demonstrated graphically in the chart below. A higher standard deviation means a higher risk and higher possible return. 


	



A common misconception is that higher risk equals greater return. The risk/return tradeoff tells us that the higher risk gives us the possibility of higher returns. There are no guarantees. Just as risk means higher potential returns, it also means higher potential losses. 

Financial Market: It is market where financial assets are traded. A market where cash flow availalable to firm. 

Types of Financial Markets: Are as

1) Primary and Secondary Market

2) Dealer and Aunction Market

3) Listed vs Over the Counter Market
Primary Market: The market in which securities (stock an bonds) are sold by the company.

Secondary Market: The market where securities that have already been issued are traded between investors.

Dealer Market: They buy and sell for themselves, at their own risk.

Auction Market: They differ from dealer market from two ways;

i. Trading in a given auction exchange takes place at a single site on the floor of exchange.

ii. Transaction prices of shares are communicated almost immediately to the public.  

Listed Market: Stocks that trade on organized exchange (or market) are said to be listed on that exchange.

Over the Counter Market: Dealer in stock and bonds 

We assume the financial market is perfect as; 1) A rich set of securtities being traded.              2) Security contacts are reforceable. 3) Free access 4)Competitive trading process  5) no frictions/ constriants in trading.
Finacial Institutions:  Companies that specialize in financial matters

· Banks. Commercial and investment, credit union, savings, loans.

· Insurance companies: 

· Brokerage firms.

Analysis of Financial Statements: Financial statement consists of balance sheet, income statement, fund flow etc.
A) Balance Sheet: It is firm recorded list of assets, liabities and owner’s equity in a reporting date.

 Assets = Liabities + Owner’s Equity

B)  Income Statement: It is firm recorded earnings and expenses in a specific period of time.

C) Fund Flow: Analysis of sources and application of funds.
D) Break Even Point: A point in the level of production, when there is no profit or loss.

E) Ratio Analysis: Ratio analysis is measurement of proportion between two or more figures in the financial statement.

Current Ratio= Current assets/ current liabiliaties

F) Benefit Cost Analysis (B/C Ratio): Analysis used to compare benefits with cost.

B/C =1        Business is marginal or it simply covers the cost of production

B/C < 1       Business is not worthwhile, not feasible, not workable, not economical to continue production

B/C > 1       Business is worthwhile, feasible, workable or economical to continue production

Internal Rate of Return (IRR): That rate of discounting future which equates initial cost with sum of future discounted net benefits.
IRR is calculated as    Cash inflow – cash outflow = 0

Or Cash inflow = Cash outflow

i.e $ 5000 = $ 5000

Net Present Value (NPV): The difference between casinflow and cashoutflow is called as net present value

When Cash inflow – Cash outflow = NPV

i.e $ 4000 - $1000 = $ 3000 (NPV) 
Biotech-Economics
Economic theory predicts that, ceteris paribus, technological change should lead to a gain in net social welfare. Figure 1 explains this prediction. Technological change shifts the industry’s supply curve to the right from S to S*. Under the neoclassical  assumptions of competitive markets and perfect information, equilibrium price falls from from Pe to Pe* and quantity rises from Qe to Qe* . Consumers benefits from both a price effect and a quantity effect. The gain in consumer surplus is show by area PeABPe*. For producers although prices have fallen, quantity supplied has increased. While producers lose area PeACPe* of the old producers surplus, they gain area by DCBE. The total new producer surplus is represented by area PeBE. The gain in consumer surplus plus the gain in producer surplus more than offsets the loss in producer surplus and there is a net gain in social welfare. 
Clearly this is a simplified model, five assumptions can be made.

1. Only price and quantity effects are considered, to the exclusion of potential quality effects from the technological change. It is assumed that consumers always benefit from higher quantities of a good; there is are no adverse qulaity effects that would shift consumer demand to the left.

2. Consumers have perfect information and can detect any quality differences between products of different technologies.
3. Downstream markets are competitive.
4. Producers are homogenous and are willing and able to adopt the new technology.
5. There are no externality effects from the biotechology. 
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           Figure 1. Gains from Technological change 
Consumer Behaviour: The behaviour of consumer with regards to selection, purchase and consumption of goods and services for satisfaction of their wants in known as consumer behaviour. 
According to modern economics, there are definate principles on which a consumer acts.

1. First of all he/ she makes an idea of what commodities he/ she would like to consume. For this purpose he/ she compares the satisfaction or utility he/ she expects from each commodity. He/ she will do so in the light of his/ her tastes and a principle known as ‘Law of Diminishing Marginal Utility’.
2. Secondly, since the list of desired commodities will always be a very large (some of them may not even available in the market), he realizes it to be impossible to get all. He/ she shortens the list by selecting only those that promise greater utility. Scarcity compels choices. He/she puts the selected commodities in order of preference. 
3. Thirdly consumers make an estimate of the available money, which he/ she can spend. It is a universal truth  money can never be enough to buy everything he/ she wants. 
4. Lastly, the consumers takes into consideration the prices of commodities prevailing in the market.This leads him/her to make the decision about the commodities he/ she should consume and the quantities in which he/ she can buy. 
Every consumer tries to attain a higher and higher level of satisfaction. He/ she can prove that to achieve his/ her aim, he/ she must contribute the available money according to the principle of equi-marginal. The principle explains that the total utility of a given amount is maximum only when marginal utilities of money from all commodities is equal. 
Demand: Demand is one of the most important concept in economics. It emerges from human wants, which are the root cause of all economic activities. Demand is effective deire to but something

Demand = desire + purchasing power

Suppose a person desires to get  a motor car. He/ she know the price and has enough money to buy one, then his/ her desires becomes demand. If he/ she has just empty pocket, he has desire but no demand. 
Law of Demand: If other things do not change, people purchase more of the commodities when its price is lower and less of it when the price is higher. It means demans has negative relatioship between price and quantity demanded. In otherword, price and demand has inverse relationship as

Price ∞ 1/ Quantity demanded 

Demand Curve: Demand curve for  a good indicates negative relationship between prices of the good and the quantity which the consumers are willing to consume at varios prices. 
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Figure. 2        Demand Curve

Demand curve is the schedule of quantities demanded by consumer or a single household at various prices. Demand curve is obtained by adding of points a, b and c as reflected in Figure 2. 
Why demand curve falls left to right: There are three reasons for this.

i. Fall in price brings new buyers into the market. This is called price effect.
ii. When price decreases, the purchasing power of the consumers increases, so they can buy more with the same amount of money. This is called income effect.
iii. If the price of one commodity (say rice) decreases, while its substitute (say wheat) increases, so consumers decrease the purchase of wheat and buy more of rice. This is called substitution effect.

iv. A commodity is demanded because it has utility. But we know that according to law of diminishing marginal utility, every new unit brought less utility than the previous.
Assumptions of Demand: Are as follows;

1. Income of consumer doest not change. 
2. Tastes of consumers do not change.

3. Prices of related goods remain the same.

4. Population does not increase.

5. Consumers do not expect further changes in price.

6. Quantity of money does not change.

Supply: Supply means quantity of a commodity offered for sale at different prices during a given period of time.

Stock: It is the total quantity of a commodity available in or near the market which can be brought for sale at a short notice. The stock is a fixed amount, which is not affected by the changes in price. 
Law of supply: “Other things remaining the same, quantity supply of a commodity increases with rise in price and decreases will fall in price.”

Positive relationships between price and supply is due to the reason that, higher the price, the greater will be profit for sellers and the greater inducement for firms to produce more. New firms are also attracted by higher profits.

Supply Curve: Supply curve for a good shows positive relationship between prices of a good and the quantities which firms are willing and able to sell at those prices. The supply curve can be obtained by joining the points a, b, c in Figure 3.
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Figure. 3       Supply Curve

Assumptions: Law of supply is based on certain assumptions as follows;

1. Cost of production does not change. 

      i.          Prices of raw material.

      ii.         Cost of transport.

iii. Tax rate.

iv. Technology and method of production.
v. Wage bill.

2.  Flood, wars etc.

3.  Change of season.

4.  Number of producers remain the same.
5.  Political situation remain stable.
Cost of Production/ Production Cost: Cost of production includes all those expenses, which producer has to bear for producing a commodity. Costs are usually measured in money terms and include such items as rent, wages, interest and amount paid for raw materials, fuel, power, transport and so on. The cost also includes the normal profit for the producer.
We can make the idea of cost of production clear by taking an example. Suppose a firm plans to manufacture car. For this purpose, the firm will hire various factors of production. It will acquire land, services of labour, some machinery and raw materials. It will have to pay the government taxes, electricity bills, telephone bills and other utility charges if any. Briefly we can say that cost we mean the rent of land, wages of labour services, interest paid on capital goods and normal profit for producers plus taxes.
Cost of production consists of three parts;

1. Explicit cost.

2. Implicit cost.

3. Normal profit. 
1. Explicit cost: These are the “out of pocket” or cash expenditure which a firm makes to those outsiders who supply labour services, materials, fuel, interest paid to borrowed money, rent on buildings and cost of raw materials purchased are example of explicit costs.
2. Implicit cost: These are the estimated charges for the use of self-owned and self employed resources by the firm. 
For example, a firm producing fans has its own building. Now calculating the cost of production for fans, an estimate of rent of building, which it could get if the building is rented to some other party, must be included in total cost. Similarly, estimate of interest for firm’s own capital and an estimate of wages if the owner himself does some work in production of fans will form a cost of production; although no payment of such items will be paid to outsiders, Implicit costs are quite important for small owner operated enterprises. 
3. Normal profit: It is the form of implicit cost. This is the minimum payment which is required to keep a firm in business. For example, in case of manufacturing of chair, the producer expects that he must atleast get a profit of Rs. 200 per chair. If he fails to get this much profit, he wants to leave the production of chair and try his luck in some other business. 
Short run: Short run refer to period of time which is too short for a firm to increase the quantities of all factors. The size and capacity of firm is fixed and it can increase production only by using more quantity of variable factors. 
Fixed cost: It is cost which is not affected by the changes in the level of production. Even a firm produces nothing; it has to bear the fixed cost. This cost consists of following;
i. The rent of building and land.

ii. Salaries of permanent staff.

iii. Maintenance cost of equipment.

iv. Taxes.

Variable cost: It is the cost, which is directly depends on the level of output. If the firm produces nothing, variable cost will be zero. As production starts, costs on variable items begin. It goes on increasing with the increase in output and vice versa. Variable cost includes the following;

i. Cost of raw material.

ii. Wages of interest.

iii. Transport charges.

iv. Electricity, fuel and power charges.

v. Excise duty and sales duty.

Relationship of TC (Total cost), TFC (Total fixed cost) and TVC (Total variable cost) is as;

TC = TFC + TVC

Long run: It is the period of time sufficient enough to make adjustments to cost of all variable factors of production. The size and capacity of firm can be changed according to demand. 
Opportunity cost: The cost forgone opportunity to take advantage of next best alternative. In economics all costs are opportunity costs. Resources needed for production are scarce having alternative uses.  To get these resources for production of one thing, it is necessary that enough reward be paid so that they are not used for other purposes.  
Price Determination: The prices of commodities are determined by the interaction of two forces of demand and supply. It is the equality of these two forces which settles the price of a commodity at a particular level (point C in figure 4) in the market. If at any point, the quantity demanded and quantity supply are not equal, price starts moving. The movements of price induces opposite changes in demand and supply. 
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Figure 4.  Price Determination

Market: A place of interaction between buyers and sellers that exchange a specific good at a price.
Marketing: A process by which the commodities are carried out from point of production to point of consumption.
Essentials of market are as follows;

1. A commodity (good and services) to be exchanged.

2. Presence of buyers and sellers.

3. A place which may be twn, region, country, or even the whole world.

4. Contract between buyers and sellers.

Kinds of Market: Markets can be classified on different basis.

a) According to period of time.

b) According to location.

c) According to nature of commodity.

d) According to nature of competition.

a) Market according to time: 

i. Daily market: It is very short period market e.g for a day. The price of a commodity in such a market is settled on the basis of supply available immediately in the market. Because supply is fixed, price will increase or decrease according to changes in demand only. Daily market of perishable commodities has a special feature. These commodities cannot be stocked. Whatever the supply has arrived in the market has to be sold without delay. For example, tomato market. 
ii. Short period market: In such a market, the period is short enough to make some adjustments in supply according to conditions of demand. If due to higher demand, price starts rising, firms produce and supply more output. But this increase in supply is limited to existing productive capacity of industry. During short period, news firms cannot be established.
iii. Long period market: The type of market covers a period of time which is quite long. There is large scope for expansion and contraction of supply. Due to long period, necessary changes can take place in the industry to meet permanent shift of demand for commodity. In the long period market, the fluctuations in prices are small and smooth. In long period market, new machines, new firms can enter, even firm can increase its productive capacity. 

b) Market according to location: 

i. Local market: It is limited market comprising of small area where those goods are produced and sold which are difficult to transport to far flung areas. For example, ice, fresh bread, fresh milk. 
ii. Regional market: It is market where those goods are sold and purchased which are produced and consumed in a particular region. Due to high cost of transportation or lack of demand in other regions, the market is limited. 
iii. National Market: The market extends to the whole of the country. In this market such goods are bought and sold which are demanded in all parts of the country and can be transported easily from one region to another. E.g wheat, rice, cloth, bulb, petrol.
iv. International market: This market spreads over an area involving more than one country. It may extend to the whole World. The goods which are demanded internationally and can be produced on large scale, are exchanged in this market. For example, car, computers, gold, machinery etc.
c) Market according to nature of commodity: 

i.      General market: In this market all kind of goods are sold. E.g liberty market or anarkanli marlet in Lahore, Aapara market in Islamabad, Qisa khawani market in Peshwar.

ii. 
Specialized market: In such market a particular commodity is bought and sold. i.e Cloth market, shoe market, urdu mazar (book market) etc.

d) Market according to nature of competition: 

i. Perfect market: A market where six conditions are present as follows;

1a) Large number of buyers and sellers.
1b) Homogeneous products.

1c) Freedom of entry and exit.

1d) Perfect information

1e) Perfect mobility of factors of production.

1f) Absence of transport cost.
   ii. Imperfect market: A market where all or some of the conditions of perfect market are not present. In such a market, individual firms or sellers are capable of influencing the price of commodity.
      Imperfect market may be further classified into following types:

i) Monopolistic competition: A market where party monopoly and partly competition. For example, various firms have different products.

ii) Duopoly:   A market where two sellers who control the entire supply of commodities. 
iii) Oligopoly: A market where few sellers who make sure to control the supply of commodities.
iv) Monopoly: A market where only one seller who control the entire supply of products e.g WAPDA
v) Monoposony: A market where single buyer is present. For example, Pakistani Atomic Scientists can be employed by Government only, so Government has monoposony in this case. 
Branches of Economics: Economics is generally divided into two branches;
a) Microeconomics

b) Macroeconomics

Microeconomics: Microeconomics is the study of economic system by parts. Microeconomics is the study of behaviour of an individual consumer. For example, price of commodity, output of firm, wags of labour, supply of good, profit of businessmen etc.
Macroeconomics: It is study of economic system as a whole. It includes topics like national income, total money supply, aggregate demand, aggregate supply, total employment, international trade, public finance, general price level, banking system etc. There are four key macroeconomic variables i.e employment, national production, general price level and exchange rate. If the country can regulate these successfully, it can continue its progress on the road towards prosperity.
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