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Managers and Managing – Chapter 1
· [bookmark: _GoBack]Management – The process of planning, organizing, leading, and controlling an enterprise’s financial, physical, human, and information resources to achieve the organization’s goals of supplying various products and services.
· Efficiency – Achieving the greatest level of output with a given amount of input.
· Effectiveness – Achieving the organizational goals that have been set.
(A manager who focuses on being effective will likely also be efficient)
The Four Functions of Management (Henri Fayol): 
1. Planning – The process of determining the firm’s goals and developing a strategy for achieving them. (There are five basic steps.)
1. Goals are established for the organization.
2. Managers identify whether a gap exists between desired and actual position.
3. Managers develop plans to achieve the desired goal.
4. The plans decided on are actually implemented.
5. The effectiveness of the plan is assessed.

· Prediction Markets – Creating a market where people can buy “shares” in various answers to important questions that need to be answered.
Hierarchy of Plans:
Implementing plans is practical only when there is a logical flow from one level to the next.
1. Strategic Plans – Set by top management; reflect decisions about resource allocations, company priorities, and the steps needed to meet strategic goals. (GE wanting to be #1 or 2 in all competing markets)
2. Tactical Plans – Shorter-range plans concerned with implementing specific aspects of the company’s strategic plans. They typically involve upper and middle management. (Coca-Cola planning to increase sales in Europe by building bottling facilities in Europe.)
3. Operational plans – Plans developed by middle and lower-level managers that set short-term targets for daily, weekly, or monthly performance. (McDonalds stipulating how Big Macs are to be cooked, warmed, and served.)

2. Organizing – Mobilizing the resources that are required to complete a particular task.
3. Leading (or Directing) – Involves the interactions between managers and their subordinates as they both work to meet the firm’s objectives.
4. Controlling – The process of monitoring a firm’s performance to make sure that it is meeting its goals. Establish Standards → Measure Performance → Does measured performance match standards? If Yes → Continue current activities. If No → Adjust performance or standards.
Types of Managers
1. Top Managers – Responsible for a firm’s overall performance and effectiveness and for developing long-range plans for the company.
2. Middle Managers – Responsible for implementing the decisions made by top managers.
3. First-line Managers – Responsible for supervising the work of employees.
Areas of Management
· Human Resource Managers – Provide assistance to other managers when they are hiring, training, evaluating performance.
· Operations Managers – Responsible for production systems that creates goods and services. (Production control, inventory control, quality control)
· Information Managers – Responsible for designing and implementing systems that gather; process, and organize information.
· Marketing Managers - Responsible for getting products and services to consumers.
· Financial Managers – Responsible for managing a firm’s finances, including investments and accounting functions.
Basic Management Skills:
· Technical Skills – Skills associated with performing specialized tasks within a company.
· Human Relations Skills – Skills that enable managers to understand and get along with other people.
· Conceptual Skills – A person’s ability to think in the abstracts, to diagnose and analyze different situations, and to see beyond the present situation.
· Time Management Skills – The productive use that managers make of their time.
Fours (4) causes of wasted time:
1. Paperwork → Deciding what to do with letters and reports.
2. Telephone → Calls interrupt managers. Solution: Assistant screen calls
3. Meetings → Managers must attend meetings. Solution: Clear agenda, start on time.
4. Email → Must respond to emails, time wasted when sorting through.

· Decision-Making Skills – Skills in defining problems and selecting the best courses of action.


The Rational Decision-Making Process:
	Step:
	Detail:

	1. Recognizing and defining the decision situation.
	Some stimulus indicates that a decision must be made. The stimulus may be positive or negative.

	2. Identifying alternatives
	Both obvious and creative alternatives are desired. Generally, the more important the decision, the more alternatives should be generated.

	3. Evaluating alternatives
	Each alternative is evaluated to determine its feasibility, satisfactoriness, and consequences.

	4. Selecting the best alternative
	Consider all situational factors and choose the alternative that best fits the manager’s situation.

	5. Implementing the chosen alternative
	The chosen alternative is implemented into the organizational system.



Two types of Decisions:
· Problem Decision – A decision that is necessary when actual results do not conform to those expected.
· Opportunity Decision- Taking new initiatives or doing a current activity more effectively even if no problem exists.
Behavioural Aspects of Decision Making:
· Organizational Politics – The actions that people take as they try to get what they want.
· Intuition – An “inner sense” or “hunch” usually based on years of experience and practice in making decisions in similar situations.
· Escalation of Commitment – When a manager makes a decision and then remains committed to its implementation in spite of clear evidence that it was a bad decision.
· Risk Propensity – How much a manager is willing to gamble when making decisions.
Strategic Management & Goals:
· Strategic Management – Process of aligning the organization with its external environment.
· Strategic Goals – The overall objectives that a business wants to achieve. (Long term goals derived from the mission statement.)
· Strategy – The broad set of organizational plans for implementing the decisions made for achieving organizational goals.
· Goals – Performance targets, the means by which organizations and their managers measure success or failure at every level.


The Purpose of Goal Setting:
1. Provides direction, guidance, and motivation for all managers.
→ If managers know where company is headed, less potential for error
2. Helps firms allocate resources.
→ More resources are given to new projects with large sales potential.
3. Helps define corporate culture.
→ Results in competitive environment that rewards success.
4. Helps managers assess performance.
→ If goals are reached or exceeded, the manager is rewarded.
Kinds of Goals:
· Mission Statement – An organizations statement of how it will achieve its purpose in the environment in which it conducts business.
· Long-term Goals – Goals set for extended periods of time (Typically 5 years or more)
· Intermediate Goals – Goals set for a period of 1-5 years.
· Short-term Goals – Goals set for the very near future (Within 1 year or less)
· SMART Goals – Specific, Measurable, Achievable, Relevant, Time-Framed.
Formulating Strategy
· Strategy Formulation – Creation of a broad program for defining and meeting an organization’s goals. There are three steps.
1. Setting strategic goals
2. Analyzing the organization and its environment
3. Matching the organization and its environment.
Analyzing the Organization and Its Environment:
SWOT Analysis – Identification and analysis of organizational strengths and weaknesses and environmental opportunities and threats as part of strategy formulation.
Organizational Analysis – The process of analyzing a firm’s strengths and weaknesses. (Internal to the firm)
→ Strengths: Cash surplus, dedicated workforce, weak competitor etc.
→ Weaknesses: Cash shortage, poor public image etc.
Environmental Analysis – Process of scanning the environment for threats and opportunities.
Matching environmental threats and opportunities with corporate strengths and weakness. This process is the heart of strategy formulation.



Levels of Strategies (3):
Corporate Level Strategies:
Identifies the various businesses that a company will be in and how these businesses will relate to each other.
1. Concentration Strategy – Focussing the company on one product or product line.
2. Growth
· Market Penetration – Boosting sales of present products by more aggressive selling in the firm’s current markets.
· Product Development – Developing improved products for current markets.
· Geographic Expansion – Expanding operations in new geographic areas or countries.
3. Integration – Focus on external activities that will result in growth.
· Horizontal Integration – Acquiring control of competitors in the same or similar markets with the same or similar products.
· Vertical Integration – Owning or controlling the inputs to the firm’s processes and/or the channels through which the products or services are distributed.
4. Diversification – Expanding into related or unrelated products or market segments.
5. Investment Reduction – Reducing the company’s investment in one or more of its lines of business.
Business-Level (Competitive) Strategies:
A competitive strategy is a plan to establish a profitable and sustainable competitive position.
· Cost Leadership – Becoming the low-cost leader in an industry.
· Differentiation Strategy – A firm seeks to be unique in its industry along some dimension that Is valued by buyers.
· Focus Strategy – Selecting a market segment and serving the customers in that market niche better than competitors.
Functional Strategies:
The basic course of action that each department follows to that the business accomplishes its overall goals.


Contingency Planning and Crisis Management:
· Contingency Planning – Identifying aspects of a business or its environment that might entail changes in strategy.
· Crisis Management – An organization’s plan for dealing with emergencies that require an immediate response.
Management and the Corporate Culture:
· Corporate Culture – The shared experiences, stories, beliefs, norms, and ethical stance that characterize an organization.

To use culture to a firm’s advantage, managers must:
1. Understand the culture. 
2. Transmit the culture to other in the organization. 
3. Maintain the culture by rewarding and promoting those who understand it and work toward maintaining it.
Managing Change
Organizations must sometimes change their cultures; there are 3 stages in the process…
1. Analysis of the company’s environment highlights most effective change.
2. Top management forms a new vision/culture for the company.
3. Firm sets up new systems for appraising/compensating employees enforcing the new values.











