Lecture 1 Introduction to business management code for adm1300: CRSCDM9-239828
Managers and Managing
Management: is working with and through individuals and groups in order to achieve desired goals.
Authority  x  responsibility= power
The objective is the short term step to reach the long term goal. Objective is not the same as a goal.
Managerial Functions
-Planning, Organizing, Leading, Controlling
Organizational Functions
· Accounting, finance, operations management
· Human resources management, marketing
Process of Management
1.First thing a business needs is a mission statement. A mission statement you purpose, its why you are there. 
Things affecting the mission:
-Capital
- political
-legal
-resources
-competition
-market demand
-technology
-Social
-Ethical
2. Goals (long term results/objectives steps to goals) 
-realistic
-challenging
-Time frame
-specific
-measureable
-set by people responsible for achieving them
3. Plan (detailed course of action)
Key term of planning:
Policy(guideline to action) 
Procedures ( sequence of steps)     
Rules and regulations
Budget
4. Organize (arrange your resources)
5. Leading (motivating)
6.Controlling
1.Establish standards
2.measure performance
3.Compare actual performance v.s the established of expected
4.IF  significant deviation, take corrective action
The management process is surrounded by the art of communication (internally and externally)
A managers major responsibility is to co-ordinate ALL of the management process. They must make sure there all working together also known as SYNERGY. That means you can’t do something to one part of the process to affect another part of the process.
Managerial Functions con’t
-Henri Fayol was the first to describe the four managerial functions.
-Fayol noted managers at all levels must perform each of the functions of: planning, Organizing, Leading, Controlling.
Managerial Roles
Described by Mintzberg:
-A role is a set of specific tasks a person performs because of the position they hold.
-Roles are directed inside as well as outside the organization.
Managers perform different roles:
1. Interpersonal
2.Informational
3.Decisional
Managerial Skills:
1. Conceptual Skills: the ability to analyze and diagnose a situation and find the cause and effect; the ability to dream.
2. Human Skills: The ability to understand, alter, lead, and control people’s behaviour; the ability to inter-relate.
3. Technical skills: the job-specific knowledge required to perform a task; the day to day.

Measuring Managerial Performance
The 3 E’s of productivity by Peter Drucker
1. Economy- the terms and conditions under which human and material resources are acquired
2. Efficiency- the amount of resources incurred to produce goods and services
3. Effectiveness- how well is the organization doing in meeting its goals
Forms of Ownership (new lecture)
Sole proprietorships, Partnerships and Corporations
Sole proprietorships:
-when management and ownership of a business are one and the same ( the individual is the business)
-the older and most common form of legal ownership in Canada (60-70%)
Advantages:
-easy to form/dissolve; must be legal
-license may be required; simplicity (massage places or hair places have to be licensed)
-government preferential treatment
-sole claim on all profits (losses)
-personal incentive/satisfaction
-pays only personal income tax (Canada has a progressive tax system- the greater your taxable income is the greater your tax bracket) Ontario tax bracket =46.1
-secrecy
Disadvantages:
-unlimited liability
-lack of continuity (uncertainty of duration)
-difficulty in raising monies 
-management limitations
Partnerships
-when two or more people combine their financial, managerial, and technical abilities to operate a business for profit.
Types of partnerships:
-1. General partnerships: all partners have unlimited, or general, liability (most partnerships in Canada are general)
2. Limited partnerships: one general partner (by law), one or more limited partners
(New lecture)Articles of partnership:
-prevents misunderstanding and ill-will at some future date
-not legally required in Canada
Advantages of a Partnership
-Easy to form
-owners are taxed at personal rate
-larger availability of money
-diversification of management skills
-retention of valuable employees
-personal interest/satisfaction
Partnership Disadvantages
-usually, unlimited liability (joint and several liability)
-Management difficulties
-difficult to withdraw investment
                   -death 
                  -insanity
                  -incarceration
                  -simple withdraw

Corporations
Economic/Social Benefits
-Most effective means of managing productive resources: land, labor, capital
-Professional management and research
-Higher living standards
Circulation of Assets process
Economic/Social Problems
-Bigness
     -monopolies
    -morale
     -price fixing
-Environmental
-Political
Forming the Corporation
-done either Federally or Provincially
-Articles of Incorporation must be drawn:
· -name of corporation (not now in use)
· -type/number of shares to be issued
· -number directors
· -location of operations
· -purpose of business
Control of the Corporation
-Shareholders
-board of directors
-senior management
The Shareholders
-the owners of the corporation
-basically, there are two classifications of shareholders:
· Common (residual)
· Preferred
Rights of a Shareholder
-to vote for the board (one vote per share)
-to receive dividends if declared
-to hold/sell any share registered in name
-to share in assets in pro rata basis (the government ALWAYS gets the money first)
-pre-emptive right (the right to maintain percentage ownership of business)
-to inspect the books
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How does a Corporation obtain funds
· Equity Financing
· The selling of shares in the business
· Diluting ownership
-Debt financing
- the borrowing of money
- interest payments
-date of maturity
Equity Financing (selling shares)
· Common (Residual/Garbage)
· Vote
· Dividends (if declared)(after preferred owners)
· Share in assets (after preferred)
-More Risk, but potential return more
- Preferred Share
- usually, no vote
-dividends (if declared);(at certain rate)
-share in assets (before common shareholders)
-Less risk (hoping for dividends)
The Board of Directors
· Represents the rights
· Formulates/adopts a set of corporate bylaws
· Oversees/evaluates job of senior mgmt.
· Absolutely liable for GST, HST and income tax
· Liable for 6 months of employee wages
What is a corporation?
Only the government can create a corporation or kill a corporation.
-“ an artificial, being, invisible, intangible, and existing only in the eyes of the law..”
- it is a legal entity; it exists on paper only; it has all of the rights of an individual,
-Rights:
-buy own, sell, manage property
- to sue and be sued
- recognized as the legal owner of the business
- to continue forever
Advantages of a corporation:
-limited liability
-easier to obtain capital
-Easier to transfer ownership 
-length of life; continued existence
- greater efficiency of management
- easier to expand
-legal entity
Disadvantages:
· Double taxation
· More expensive to organize
· Large number of government restrictions
· Must publish annual reports
Types of corporations
· The federal and provincial charters allow for four types of commercial corporations
· 1. Private
· 2.public
· 3.Mixed
· 4.Crown
Private Corporation
· Shareholders are limited to fifty (50)
· Shareholders cannot sell shares without the approval of the board of directors
· The general public is not permitted to buy shares or bonds from a private Corporation
Public Corporation
· This form of corporation CAN BE owned by more than fifty (50) shareholders
· Can issue shares and bonds on the financial markets
· Usually owned by hundreds or thousands of shareholders
The Crown Corporation
· A business that is owned and operated by the Government (either Federal or Provincial)
· Is considered to be a form of public ownership in which the government owns and operates a business on behalf of the general public
Why crown corporation?
· Fosters competition
· Some believe that certain sectors of the economy (natural resources; transportation) are too important to be left in the hands of private firms
· Provides services which would not likely be offered by others
The Mixed Corporation
· Jointly owned by the government and the general public
· Politicians do not participate in day to day decisions
· Most operate in the exploration and natural resource sectors
Franchising:
· In business for yourself; not by yourself
· Over 1,100 franchisor companies in Canada
· Over 60,000 outlets in Canada
· Over $90 Billion in sales in Canada
Advantages of Franchising:
· Training and management assistance
· Personal Ownership
· Nationally recognized name
· Financial advice and assistance
Disadvantage of Franchising:
- Large Start-up Costs
-Share your revenue/management regulation
- Coattail Effect : your success is tied to the franchisor’s performance
Buying a Franchise:
· Shop around- do your homework
· Get legal and financial advice
· Look for financial stability in the franchisor
· Scrutinize the business plan and perform a statements
The evolution of Management theory (Schools of management thought)
Summary:
· Classical Approach (1880-1920)
· Human Relations Approach (1930’s)
· Contemporary Approaches (1950-1980)
· Emerging Practices (1990’s -2000’s)
Classical Approach Systematic Management
· Adam Smith -1776 – The Wealth of Nations
-effectiveness
-division of labour
-productivity
-efficiency
- Focused on the definition of duties and responsibilities
-Led to Scientific Management ( IMPORTANT)
Scientific Management:
-Basic question: how can management increase the level of worker productivity and motivation?
-Scientific Management:
- F.W Taylor:
-Philosophy
- the 3 S’s and Use S as an incentive
(standardize, simplify, specialize)
-Piece-rate system
-Benefits of Taylor’s Work: traditional thinking to scientific analysis, productivity did improve!
Problems:
-oversimplification
-Failed to realize: influence of group norms, social needs, and pressures, etc.

Measurement time in motion
· Frank Gilbreth
· The one best way to perform a job
· Therblig – each operation is broken down into a Therblig – Unit of motion
· Gilbreth said everyone has 17 Therblig
· - Therblig 1: Search
· -Therblig 2: Find
· -Therblig 17: think!
Results of Gilbreth’s Work
· Foot-levers to open garbage cans
· Special chairs for factory workers
· Redesigning of typewriters
· New assembly line techniques
· Simple but Effective!
The Administrative Approach
· Henri Fayol
· Philosophy:
· -management is a universal process;
· -fit the person to the job
· -developed the General Principles Of Mgmt.
Fayol’s Principles
1. Division of Labour: allows for job specialization.
2. Authority and responsibility (cannot hold someone responsible for something that they don’t have authority over)
3. Unity of Command: Employees should have only one boss
4. Line of Authority: a clear chain from top to bottom of the firm.
5. Centralization: the degree to which authority rests at the very top.
6. Unity of Direction: One plan of action to guide the organization.
7. Equity: Treat all employees fairly in justice and respect.
8. Order: Each employee is put where they have the most value.
9. Initiative: Encourage innovation
10. Discipline: Obedient, applied, respectful employees needed.
11. Remuneration of Personnel: the payment system contributes to success.
12. Stability of Tenure: Long-term employment is important.
13. General interest over individual interest: the organization takes precedence over the individual.
14. Esprit de corps: Share enthusiasm or devotion to the organization.
Administrative Approach Problems
1. Base on observation
2. Concerned primarily with the structure of the organization
3. Human element nothing more than a raw material
Bureaucratic Management
Max Weber
· Managers should manage in a systematic way
· Make decisions based on rules, regulations, and impersonality
· Clear division of responsibilities and authority
Human Relations Approach ***********
· 1930’s
· Primarily, a result of the Hawthorne Plant studies – Elton Mayo
· Philosophy: Change management emphasis from productivity to human element
· The Study: illumination will affect productivity level
Hawthorne Plant Studies
· No matter what was done, productivity increased...... why?
· Cohesive Work group developed!!!!
· Team Spirit – the environment is important
· Management must create a stimulation work environment!!**********
What is a stimulating work environment?
· What is stimulating to me is not necessarily stimulating to you!
Maslow’s Hierarchy of Needs *********
· Self – actualization  ^(realizing your potential)--Motivational needs
· Ego                     ^(need for status and recognition) Motivational needs
· Social                 ^ (the need to belong)--------- Motivational needs
· Safety                ^ (protection, shelter)--------  Maintenance needs
· Physiological    ^ (food, water, sex)-----------Maintenance needs
The need that is least satisfied is the one that motivates us the most.
· Everyone has the same needs
· Where we place our emphasis varies
· If managers know their employees, they can more effectively motivate them
Theory X and Y******Douglas Mcgregor (managers)
· Theory X: Assumes the average worker is lazy, dislike work and will do as little as possible.
· Theory Y: Assumes that workers are not lazy, want to do a good job and the job itself will determine if the worker likes the work. 
· Self- Fulfilling prophecy
Contemporary Approaches
-1950 -1980
-We continue to question – should management be considered an art of a science?
-Art- draw from experience, observations
- Science – use problem solving approach
- Quantitative Approach
-Organizational behaviour (X and Y, etc)
-The process Approach: obj./goals, planning, organizing, leading, controlling, communicating
- The systems Approach: synergy; open vs closed system 
                                         - parts: indiv.; formal org. Informal org.; role and status arrgmts.; physical setting
- Contingency Approach (situational Management)
Emerging Management Practices
· Comparative Management
· Organizational Culture
· Team building
· Empowerment
· Total quality Management (meeting customer satisfaction/ requirements 100%)
The evolution of Management thought – a summary
· Classical approach:
· Scientific management
· Administrative management
· Bureaucratic 
· Maybe essay question on mid term explain the evolution of management thought
Why Analyze?
· Organizations do not operate in a vacuum; they operate in an OPEN SYSTEM
· Organizations operate in a PLURALISTIC ENVIRONMENT
· THESE ARE LARGELY UNCONTROLLABLE FACTORS; external forces
The General Environment
The economic environment
· Interest rates; bank rose interest but are going to keep it at that
· Unemployment rates; Ottawa has a high unemployment rate because of the government being here
· Trade balances;
· Dollar strength; what happened to the Canadian dollar?
· Market demand (economic and behavioural)
· - Gross Salary - Taxes= Disposable incomes – essentials = discretionary income
The Political/Legal Environment
The Social Environment
· Philosophies, attitudes, and values
· Changing demographics
· Increasing urbanization
· Education
The Technological Environment
The Ethical environment
· Pressure groups
· Values; morals
The international environment
· Increasing globalization –trade
· Foreign direct investment
· Expansion of transnational companies
Task Environment
Task environment: forces from suppliers, distributors, customers, and competitors.
1. Suppliers: provide organization with inputs
· Need reliable input sources
· Provide raw materials, components, and even labour.
2. Competitors: other organizations that produce similar goods
· Rivalry between competitors-usually the most serious force facing managers
· Often means lower prices
Barriers to entry keep new competitors out;
· Result from: economies of scale
· Brand loyalty
3. Distributors organizations that help others to sell goods.
· Some distributors like Wal-Mart have strong bargaining power.
· - they can threaten not to carry your product. 
4. Customers people who buy the goods.
· Usually, there are several groups of customers.
· -For Dell Canada, there are business, home, and government buyers
So what does the manager have to do? SCAN AND MONITOR (HAVE AN AWARENESS)
The controllable factors
· Marketing Mix (prod, price, place, promo)
· Production
· Human resources
· Accounting and Finance
· Administrative Structure
· Research and Development
· Public Image
Mid term
· Multiple choice 20 marks
· Problem 25 marks
· Essay section 55 marks
· Chapters 1-8 (not 4)
· Everything up to the 21st
The Manager as a Decision Maker
What is decision making?
A process by which a choice is made between two or more alternatives
4 elements in decision making:
1. An objective
2. The alternatives
3. The consequences
4. The choice
Types of Decision Making:
· Programmed decisions: routine, almost automatic process.
· Non programmed decisions: unusual situations that have not been often addressed
Who are the Decision-Makers?
· First level managers (Technical decisions)
· Middle level managers (managerial decisions)
· Top level managers (institutional Decisions)
Conditions Affecting managerial decisions:
· Certainty 
· Risk 
· Uncertainty
Conditions of Certainty:
· Very rare in today’s world
· The manager knows exactly what will happen
Conditions of risk: (most of us are under the conditions of risk, we don’t know for sure something will happen)
· The use of probabilities
· The outcome can be estimated
Conditions of Uncertainty:
· Nothing is known
· Alternatives are not known
· Can’t assign probabilities
Decision Making steps
1. Recognize need for a decision: Managers must first realize that a decision must be made. Sparked by an event such as environment changes
2. Generate alternatives: managers must develop feasible alternative courses of action.
3. Evaluate alternatives: what are the advantages and disadvantages of each alternative?
4. Choose among alternatives:
5. Implement chosen alternative: managers must now carry out the alternative
6. Learn from feedback: managers should consider what went right and wrong with the decision and learn for the future
Assessing alternatives:
· Is it practical?
· Is it economically feasible?
· Is it ethical?
· Is it legal?
Group decision-Making
· Better than individual decision making (80%)
· Different backgrounds, cultures, values, traditions, educ.
· Cross fertilization
Decision Making Aids
· The Expected Value concept and the Payoff Matrix
· The breakeven Analysis
Expected value concept and the payoff matrix
· The use of probabilities to measure the value of various outcomes for each alternative
· Expected Value = Income produced x the probability of generating the outcome
· ( E.V = I x P)
Assume:
Co. Wants to increase revenue by $100,000
3 alternatives       Antic. Y      Prob. Of Y (y= income)
New product      $150000    .55
Marketing Prg      125000     .70
Modernize Plt.      110000     .88
Which option is best?
Payoff Matrix- Best option
$150000 x .55= 82500
125000 x .70= 87500
110000 x .88= 96800 *** 
The Breakeven point
The point at which there is no profit or no loss
The breakeven point is always annualized
Volume of production at which all costs – both Fixed and Variable – are met
Total Costs = F.C + V.C
Fixed Costs
Costs that do not vary with the level of production
Costs you have no matter what
Office salaries, rent, lease payments, insurance, depreciation
Variable Costs
Costs that do vary with the level of production
Sales commission, overtime payments, direct labour, electricity, raw materials
Fixed or Variable?
· Sometimes difficult to determine
· I will make sure this is unambiguous
Breakeven Calculation
Every calculation must be 2 decimal places
Diagram Method
Breakeven point = ( total costs = total revenue)
1. B.E.P (in dollars)= F.C/ (1- ( (v.c/unit)/(s.p/unit))
2. B.E.P (in units)= S.P – V.C = U.C 
F.C/U.C= B.E.P (in units)
3. B.E.P ( in dollars)= F.C/ (1- (TVC/Total sales))
Mid term -1,2,3,5,6,7,8 and evolution of management
Ethics, Social Responsibility, and Diversity
Remember Environment has an impact on business and vice versa
Understand consumerism : the economic and social justification of a firms existence is to meet the needs and wants of the consumer.
As a result, many organizations are now incorporating ethical considerations into their decision-making processes. 
Who is the business/organization responsible to?
The Stakeholder
The interested parties in success
· Shareholders
· Employees
· Communities
· Neighbours
· Levels of government
Ethics
It is difficult to know when a decision is ethical. 
For each stakeholder, it could be different.
Ethical reasoning
· Depends on moral values
· We are all different
· Perceptions, values, beliefs
· Determining the definition of proper conduct
3 ethical models
1.) Utilitarian Model
A decision that produces the greatest good for the greatest number of people.
2.) Moral Rights Model
A decision that best maintains and protects the fundamental rights and privileges of the people affected by it.
3.) Justice Model:
A decision that distributes benefits and harms among stakeholders in a fair, equitable, or impartial way.
Arguments for Social Responsibility
· In the bus’s long run self-interest
· Improves the public image
· Improves viability of bus.
· Avoids govt. Regulation
· In stockholders’ best interest
· Better able to solve problems
· Problems can become profitable
How to Manage Diversity
Increase diversity awareness: managers need to become aware of their own bias. 
Understand cultural difference and their impact on working styles.
Exercise effective communication with diverse groups.
Be sure top management is committed to diversity.
Sexual Harassment
Damages both the person being harassed and the organization.
· Both men and women can be victims.
Quid pro quo harassment: victim is requested to perform sexual favours to keep a job or win promotion.
Hostile work environment harassment: Some members are faced with a hostile, intimidating work environment.
· Inappropriate jokes, pornographic displays and remarks.
Avoiding Harassment
Develop and communicate a sexual harassment.
· Point out that these actions are unacceptable.
Set up a fair complaint system to investigate allegations.
· If there are problems, correct them at once.
Provide harassment training to employees and managers.
The Final Word
How the business finally performs depends on the culture within













                 












