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Introduction





Hello and welcome to WORD POWER FOR BUSINESS, an introduction to the vocabulary of business. You can actually learn about business just by engaging with the vocabulary. As we look at the language business people use, the words they say and how they say them, we will gain insights into how business works today.


Business is just like any sector or topic with its own language, customs, codes, and terminologies. Different aspects of business can have their own distinctive terminology, which can also overlap, For instance, words and phrases from the realm of sales can also apply to management or finance under a variety of circumstances.


This book presents five hundred words and short expressions from a variety of different business categories. Some of these words and phrases will no doubt be familiar to you, at least in the sense that you may have heard them before. Others may be entirely new. But there’s a good chance you may be encountering this material for the first time in a business context. There is humor in that environment, even though some may find it oddly surreal. Some terminology may seem academic and technical—yet this is also important to understand for anyone who really wants to see how the worlds of money and commerce function.


Each chapter of the book introduces approximately twenty-five words. First presented is an informal conversation using the vocabulary in context. Then we discuss each word or phrase and its definition. Finally, we reinforce the word and its meaning with another example in a sentence. There are four chapters on banking and finance, four on marketing, and four on negotiation. Other chapters focus on sales, entrepreneurship, human resources, e-business, and leadership. The book’s intention is to be entertaining, informative, and inspirational and to encourage you to learn more about the topics that are covered.


There certainly is a lot more to discover. You will hear familiar words appearing in a new context along with strange or technical sounding words and phrases. This is certainly not “the last word,” so to speak, on the vocabulary of business, but it’s a good start toward a wider and deeper understanding. If you return to the book more than once and gain some real familiarity with the language, you can go on to use terms like “SWOT matrix” and “roll the tortoise” in your own everyday vocabulary.


Along with the informative effect of these chapters, one other aspect of the book deserves special attention. You may be amazed to see just how much the language and thinking styles of high technology have become the mainstream of business communication. Perhaps one could argue that this isn’t surprising in a world where at least half the people on any busy street are talking on or looking at their cellphones. On the other hand, strange as it may seem, two decades ago not many people even owned a cellphone. Now the cellphone owns us. Technology has not only changed the physical means of our communication, but also the content of what we say and how we think. As you’ll see in these chapters, today’s business discourse is irreverent, uncensored, ironic, and unsentimental. It would also have been completely incomprehensible a few years ago. As the world changes, language changes with it – and both are changing very fast.


Thank you for reading and please enjoy the book. It’s like putting socks on an octopus, and if you don’t know what that means right now, you will know very soon.


















Banking and Finance, Part One





Banking and finance are the foundation of every business, whether large or small. Yet “money people” are sometimes seen as only a necessary evil in business. The innovators and inspired leaders get the credit, but sooner or later, every business needs financing, and everyone in business needs some familiarity with the language and communication style of the custodians of cash and credit. In four chapters on banking and finance, we will seek to gain some of that familiarity. Here are the words and phrases for the first of these chapters, followed by a conversation and then the definitions.
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1. CFO


2. Exposure


3. Capital


4. Arrearage


5. Sandbagging


6. Overhead


7. Physical plant


8. Accounts receivable


9. Accounts payable


10. Phoning it in


11. CEO


12. Subsidiary


13. Bean counting


14. Quarterly reviews


15. Interface


16. Incentive


17. Cautionary tale


18. ROI


19. Wooly mammoth


20. Whale


21. Per se


22. Metric


23. Fiscal year


24. Ratios


25. Trend lines
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Here’s a conversation about the role of financial executives and accountants in the environment of a large corporation. As someone one said, “You can’t live with them and you can’t live without them.”
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Sometimes executives on the financial side of large corporations don’t get respect as innovators or generators of profits. Has that been your experience at all?


Well, CFOs definitely participate in the decision making process that generates revenue. But other people on the financial side may be less involved, so sometimes they do get less respect.


Why does that happen?


For one thing, financial people can seem hesitant. They have to speak out against reckless exposure. They see their job as trying to preserve capital rather than growing capital. And of course they’re generally very averse to arrearage. That kind of caution can be mistaken for sandbagging.


Sometimes finance people are seen as nothing more than overhead, as if they were part of the physical plant. It’s as if they just mechanically process accounts receivable and accounts payable. But you can’t run a company without those functions. It’s not just phoning it in.


So how can a person on the financial side advance in a corporate environment?


Being well-connected is part of it. Make yourself useful to the CEO. That way, when a subsidiary manager makes a proposal, the CEO can say, "Why don't you talk to my friend in the bean counting department?”


Also, let people know that their quarterly reviews will be affected by how they interface with finance. They need to have an incentive to take you seriously.


What kind of feedback should a good finance person offer, beyond cautionary tales about risk and debt?


Well, ROI is always the basic goal. But how do you define ROI? Can you precisely quantify the difference between a wooly mammoth and a whale?


Numbers per se are not always the best metric — for example, only comparing this fiscal year to the last one can be deceptive. Ratios are more informative. For instance, the ratio of sales expenses to sales income can be revealing. Trend lines can also give you information that raw numbers don't provide.
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CFO


Definition: CFO is an abbreviation for Chief Financial Officer. In a business or corporation, the CFO is a senior executive with overall financial responsibility for the entire enterprise. This includes planning new projects, supervising current ones, and dealing with any remaining concerns from projects in the past. The CFO works closely with the Chief Executive Officer and is usually the second highest ranked executive in a company.


Sentence Example: The new CFO needed some time to become acquainted with our firm’s eccentric accounting methods, which aren’t the methods taught in business schools.
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EXPOSURE


Definition: Exposure is the possibility or probability of financial damage to an individual or a company. Exposure can be attached to investments, hiring decisions, expansion possibilities, or virtually any other change in the way a company does business. Exposure is typically something that companies seek to avoid, but since the possibility of gain is often directly tied to the presence of exposure, risk can also be a sign of opportunity.


Sentence Example: Introducing a new sugary candy bar to the retail market carries significant exposure, because the public is becoming more conscious of weight-related issues.
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CAPITAL


Definition: Capital is the wealth of a business or individual. Capital can exist in many forms, including cash, real estate, or lines of credit. Generally speaking, capital refers to assets that are readily available for investment purposes.


Sentence Example: She put significant capital into long term investments, which she looked upon as a personal retirement fund.
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ARREARAGE


Definition: Arrearage refers to debt owed by one party to another, with the expectation that the borrowed amount will be paid back. Usually the time frame for repaying arrearage is clearly stated, and usually there is interest paid on the debt’s original amount. Many businesses depend heavily on debt and couldn’t survive without it—although excessive arrearage in a company is viewed as a significant weakness by potential buyers or investors.


Sentence Example: In order to clear his arrearage as soon as possible, Brian decided to pay twice the minimum amount on his monthly credit card bills.
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SANDBAGGING


Definition: Sandbagging, in business slang, refers to a strategy of gaining an advantage by making something seem more difficult or expensive than it actually is. Deadlines, contracts, share prices, and salary issues are all vulnerable to sandbagging. Sandbagging is almost a universal practice in American business, and may be even more common in other parts of the world.


Sentence Example: William sandbagged the completion date for his business plan in order to go skiing in Aspen.
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OVERHEAD


Definition: Overhead refers to the costs in money or other assets that are required to sustain a business—and that do not directly contribute to the goods or services that the business offers. Rent, payroll, insurance, and utilities are typical overhead expenses.


Sentence Example: When apartment rents began to rise in the neighborhood, overhead for restaurants and clothing stores also went up.
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PHYSICAL PLANT


Definition: The term “physical plant” refers primarily to the buildings in which a company does business. It can also refer to specific aspects of the buildings, such as heating and air conditioning units or plumbing issues.


Sentence Example: At some universities the football field is nothing more than an open field of grass, but at Ohio State the stadium is a major component of the physical plant.
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ACCOUNTS RECEIVABLE


Definition: Accounts receivable refers to funds owed to a business by other businesses or individuals, and that are legally enforceable and collectable. Accounts receivable can take the form of unpaid invoices, promissory notes, or even oral contracts under certain circumstances.


Sentence Example: The company did not have much cash, but there were significant accounts receivable on the balance sheet.
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ACCOUNTS PAYABLE


Definition: A company’s accounts payable are simply its unpaid bills. This can include money owed to suppliers, payroll, and taxes. The ratio of accounts receivable to accounts payable is a common indicator of a company’s financial strength, and also of the quality of its management.


Sentence Example: The potential investor lost interest when she looked at the accounts payable column on the company’s financial statement.
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PHONING IT IN


Definition: “Phoning it in” is a business slang phrase that denotes half-hearted effort or laziness. It means taking the easy way out or cutting corners, rather than fully meeting the demands of a responsibility. “Phoning it in” is usually intended as a criticism.


Sentence Example: After a while you can tell the difference between a rep who really wants to make the sale and one who’s phoning it in.
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CEO


Definition: CEO is an abbreviation of Chief Executive Officer, the highest ranking manager in the day-to-day operation of a business or corporation. The CEO is generally held responsible by the Board of Trustees for the company’s success or failure, although it is not uncommon for a CEO to also function as Chairperson of the Board.


Sentence Example: When Steve Jobs returned to Apple after being fired by John Scully, he regained the title of CEO.
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SUBSIDIARY


Definition: In a business context, the word subsidiary denotes a business controlled by another business, generally through ownership of more than fifty percent of the subsidiary’s stock. The New Yorker magazine, for example, is a subsidiary of the Conde Nast publishing company.


Sentence Example: Jennifer was surprised to learn that the American perfume company was a subsidiary of a Japanese conglomerate.
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BEAN COUNTING


Definition: Bean counting is a business slang term for accounting and other strictly finance-related concerns. A bean counter is a finance executive who may be depicted as dull or unimaginative compared to personnel in other areas of management. Bean counting is considered important, but something of a necessary evil.


Sentence Example: In order to refute his reputation as a boring bean counter, Maurice wore a Santa Claus hat to the company Christmas party.




[image: ]





QUARTERLY REVIEWS


Definition: A quarterly review is a performance evaluation that takes place four times a year, in which a manager discusses the strengths and weaknesses of an employee. The results of quarterly reviews can influence the compensation package of an employee, including a year-end bonus, and can also affect an employee’s overall future with the company.


Sentence Example: After having a lot of success recently in her new role, Janice was looking forward to her quarterly review.
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INTERFACE


Definition: Interface refers to an imaginary boundary line in which two or more departments in a company interact and exchange information. The word derives from computer terminology. Software interface, for example, includes commands, codes, and applications that enable different programs to communicate with each other and with the computer’s operating system.


Sentence Example: Because interface between accounting and human resources was weak, the new manager was paid far more than the company could afford.
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INCENTIVE


Definition: In business, an incentive is a reward offered to an employee or to a customer for a certain desired behavior. For an employee, a typical incentive might be a financial bonus for meeting an annual sales goal. For a customer, it could be a discount for a payment in cash, or for buying within a certain time period. Incentives can also take the form of cruises or vacations, or discount coupons for a restaurant.


Sentence Example: Paul was surprised to learn that a cruise to Alaska is a more powerful incentive for most employees than a cash bonus at Christmas.
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CAUTIONARY TALES


Definition: A cautionary tale is a somewhat ironic term for a business anecdote intended to warn the listener against making a certain mistake. Many companies have cautionary tales that pertain to specific executives or other employees. Cautionary tales are often humorous, but with an important message as well.


Sentence Example: Rachel told the new hire a cautionary tale about what happens to people who don’t make friends with the receptionist.




[image: ]





ROI


Definition: Return on Investment (ROI) expresses the earning power of assets as a ratio of the net profit against capital expended on a project. Simply put, ROI tells what the company got for what the company spent in terms of time, effort, and money.


Sentence Example: Although Ron’s contract seemed to be fair, he spent so much time on the job that his ROI was very low.
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WOOLY MAMMOTH


Definition: In business slang, a wooly mammoth is a client so large that the company can be sustained by that client for a long period of time. While wooly mammoths are much sought after, they can also be dangerous if the company neglects to develop any other clients.


Sentence Example: Bank of America was a wooly mammoth for Brian’s ad agency, until he suddenly lost that account.
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WHALE


Definition: Whale is a slang term for a client that provides major revenue, but lacks the long-term sustainability of a wooly mammoth. Whales often appear suddenly and are willing to pay a premium rate for work done under a tight deadline. Companies must decide whether to put aside other work in order to land the whale.


Sentence Example: The plumbing company sandbagged some residential customers in order to service a whale with a broken water main.
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PER SE


Definition: Per se is a Latin phrase that literally means “by itself” or “in itself.” It is often used in business jargon as an emphasizer in a sentence, although it could be eliminated without changing the meaning of the sentence.


Sentence Example: Ben’s management skills were not outstanding per se, but he was promoted because his father owned the company.
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METRIC


Definition: A metric is a numerical standard by which efficiency, quality, or progress can be measured in a business environment. Accurate metrics are especially important in situations where quantitative analysis may be difficult, as in leadership skill development or relationships with customers.


Sentence Example: Since there was no metric for measuring how a live assistant’s voice sounded on the telephone, Nora installed an electronic voicemail system.
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FISCAL YEAR


Definition: A fiscal year is any twelve month period, which may or may not correspond to the calendar year, at the end of which a company determines its financial condition.


Sentence Example: Because the firm’s fiscal year ended in October, management deferred some income until November for tax purposes.
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RATIOS


Definition: A ratio is the result obtained by dividing one number or quantity by another. Ratios are the simplest mathematical expression of important relationships that may be hidden in a mass of data, and they can reveal meaningful comparisons.


Sentence Example: The ratio of Ellen’s time spent at the water cooler compared to her monthly sales performance was brought up at her quarterly review.
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TREND LINES


Definition: A trend line is a line on a chart whose direction indicates a pattern of activity within a certain period of time. Trend lines are useful visual expressions for issues such as profit and loss, customer retention, or employee productivity.


Sentence Example: At the company’s shareholder meeting, trend lines projected on a large screen were greeted with spontaneous applause.
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Banking and Finance, Part Two





Even the most experienced private equity executives and hedge fund managers were once beginners. This second chapter on banking and finance looks at that industry’s terminology from a beginner’s perspective. It may seem intimidating and obscure at first, but listen closely. As the saying goes, money talks.
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1. Investment portfolio


2. Funds


3. Retirement account


4. Money market fund


5. Unsecured debt


6. Index fund


7. Mutual funds


8. Exchange traded funds


9. Securities


10. Diversification


11. Portfolio


12. Allocation


13. Target-based


14. Asset class


15. Outperform


16. Dividends


17. Corporate bond


18. Upgrade


19. Windfall


20. Triple-A rated bond


21. Default


22. Double-B rated bond


23. Blue-chip


24. Speculative


25. Nostrum


26. Panacea
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Now let’s listen in on a conversation about what you need to know when you’re getting started with investments.
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I’m not sure how I should start developing an investment portfolio. Can you give me some beginner’s advice?


I’ll do my best. I’ll assume you have some funds already in a retirement account or a money market fund. I’ll also assume you don’t have any significant unsecured debt. If you’re interested in long term investment planning, you could start by researching broad-based index funds in the form of mutual funds or exchange traded funds. Since you’re just starting, it’s best to stay away from individual securities. Those wouldn't let you create much diversification in your portfolio while you’re learning the principles of investing. Index funds will give you diversification even if you only invest in one or two of them.


You could also look into a low-cost allocation portfolio, or a target-based portfolio that would give you representation from most of the major asset classes.


Thank you, that’s very helpful. Do mutual funds tend to outperform one another, or do they mostly provide the same annual dividends?


Well, suppose a fund has invested in a corporate bond that unexpectedly receives an upgrade. That windfall could be reflected in better than average performance for the fund. The chance that a triple-A rated bond would default in its first year is one in ten thousand. But for a double-B rated bond, the chance is one in five hundred. That’s a very significant difference. Sometimes performance can also be improved by adding more blue-chip securities, or by eliminating highly speculative stocks. “Buy low and sell high” is a reassuring nostrum, but it’s hardly a panacea in the real world.
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INVESTMENT PORTFOLIO


Definition: An investment portfolio is a pool of investments through which investors intend to diversify their holdings. The primary purpose of an investment portfolio, as opposed to heavily investing in one or two stocks, is to minimize risk. A typical portfolio will include stocks in high risk, moderate risk, and low risk categories.


Sentence Example: Sharon had some low-priced tech startups in her investment portfolio, and also a few shares of Google and Apple.
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