ADM1300
Tues 430-630pm DMS 1111C
DG start Sept 16 - mandatory
what he says in class is the most important for deliverables. Sometimes the slides are not exactly from the book. But the items in the book are still examinable. What he presents maybe be somewhat different from the other professors, but they all share their slides. 
· 2 group case studies
· 1 individual case study
· with small presentation
· individual company report - posted tonight

The Case Method
a rational, logical, decision making process
Thursday: Black Cherry Case
Every day there will be decisions to be made. This method can be used in everyday life, there are decisions to be made every day. here we will just put it in a business context. Every day you see a case there is a problem. We are a consultant here to solve business cases to actual business problems. 
generally you have 2 weeks to create a case report.

what is a case? 
· a real life business problem (hypothetical in this course, in the future real-life).  
· apply theoretical concepts to an actual situation - applies theories learned in class to an actual situation. 
· develop decision-making skills from day one. it's all about finding the best alternative and why. why are all the other alternatives not good enough.

case format
· title page
· name(s)
· course code
· TA name
· prof's name
· date
· title of case
· make it look professional

· table of contents is NOT required, can put it in if you want 

· executive summary (5 marks)
· you are a consultant for the company in the case.
· not a summary of the case itself, but a summary of what is to come in your case study report, summary of the 15-20 page case report
· to, from, date, subject - not who the case is being submitted to, but to the person who is in the case, the person/company etc requestiong the case, ie the sr manager or CEO of the company in the case. you are the consultant from XYZ consultant submitting the case etc.
· critical assumptions - will be gone through in great detail, but you will have a problem (only the main problem will appear in the executive summary).
· required as there is incomplete information
· must be relevant, reinforced with facts that are in the case. 
· problem
· alternatives - alternatives you considered
· facts considered
· recommendation
· one page in length (single spaced, on it's own page) the rest of the case will be double spaced, but the exec summary will be single spaced, and in the real world you will never submit anything double spaced
· why do we have exec summary? manager might not have time to look through the 15-20 page doc. so they can just look at the one page summary to see what is going on, so they can then look at the details if they need to.
· when do you think you should do the exec summary? this should be completed last, because you are summarizing what you have written in your report. 

· case format - case will have headings, subheadings, bullets etc
· critical assumptions - (5 marks) 
· required as there is incomplete information (info that you can't find)
· must be relevant, reinforced with facts that are in the case.
· based on the facts that are in the case, you will have to make assumptions that will help you. must be reinforced with facts that are in the case. 
1. ie this is a med-large size company because they have 550 thousand dollars in revenue. this is critical because if you say that the company is 550 k in revenue, , this might be critical because then you say why does he travel so much when he has 100 employess and does he have to do that? the facts are that he travels and he has 550k revenue, and you are assuming that it is a med siz company and he has x employees, so chances are then that you don't have to travel as much as you are doing in the case.
2. you do not want to assume the case away. 3-5 assumptions on a 2 page case is enough because otherwise you are assuming the case away (making your own case)
· Problem Statements (20 marks)
· satellite problems (5) - secondary problems that are a result of the central problem / central problem (10) - main problem - the single most important thing to come up with when creating your case study because everything else stems from that. 
1. often times the secondary problems are presented in the case.
2. the main problem is not going to be impossible to find, this is not a trick, it should generally be obvious. what oftentimes students have difficult with is that they will give more than one main problem (bad) or they look at what other teams are doing and their wording is not exactly the same as yours and then you change the wording and then chase the case around or don't and then bad things happen
3. what you are looking for is a theme, ie work-lif, social responsibility, accounting standards, organizational structure - same as theme of the class 
4. not so important as to which comes first (central or satellite)
· implications on the org (5 marks - does not mean you have to come up with 5 total, it is just how many marks you can get)
· implications on the personnel
1.  what is going to happen to the org or the personnel if this problem continues / is not solved
2. ie org: if a prob contineus the org might suffer lower profits / might continue to decrease etc. / higher costs
3. ie personnel: (the ppl involved in the case) you look at it from the org perspective and from the stakeholders' - ie employees may become frustrated and leave / higher turnover / lower morale/ increased frustration etc. 
· Alternative Solutions the alternatives you have come up with to solve the primary problem
· include description pro/cons and analysis
· is it viable? is it relevant? could it actually solve the primary problem.
· when you come up with an alternative, they should all have the 4 parts below
· ie. Alternative Solution #1 & title,
1. title of alternative "Alternative #1, Fire sr manager"
2. description: What we want you to do, what does it mean for this particular case, in what theory or concept is it grounded in/does it relate to? whether it is a theory or concept in the textbook or in other business research, you have to figure out what it relates to. Then you would reference the book or wherever you got it from (Harvard business journal). the theory or concept does not have to come from the text but it has to be a theory or concept that ties back to the case. 
· ie: Alternative #1 change company incentive plan
· description: based on this alternative, introducing a new incentive plan for employees would be benefitcial for employee happiness and company benefit. We suggest peace rate system OR we suggest incentive plans OR we...commission AND then you start referencing theories
3. pros & cons: what is good & bad about this particular alternative. No alternative is going to be perfect, there should always be both positives and negatives. Overview of alternatives. highlight briefly the advantages
4. analysis: look at this alternative from big picture, is it viable, and make a concluding statement "is this a good course of action?" more detail around the pros and cons and the description. summary whether or not this is a good idea. 
· Recommended Solution (10 marks)
· what is the best alternative and why
· you may decide to do a combination of alternatives as well. Do not recommend all your alternatives because then you are not making a decision. 
· ~1.5-2 pages, maybe for this part
· no right or wrong answer as long as you can defend yourself
· does it solve all problems
· effect on org and personnel
· why is it better than the other alternatives that you described earlier - details
· how many alternatives should you have - depends on case & you will have more than one. 2-4 probably, not 10
· ie you should hire consultants to look at incentive plan. Problem: you ARE the consultant
· ie you have 100 employees who are bitter/angry/frustrated … fire them all … not a good solution they did not pay you 1000's of dollars for that recommendation. … bad
· burn down the business... NO not a recommendation
· implementation (15 marks)
· your opportunity to say how you will put this recommendation into action
· in real life this is probably the most critical part
· immediate; short term; long  term - more than one bullet each. doesn't have to be sequential order within each timeframe. 
1. immediate: what does the org have to do starting now up to 6 months from now
2. short term: 6months to a year
3. long term: a year and beyond
· must be detailed.
· use concepts and theories, be creative, 
· look to answer, how what where who why
1. ie hire 5 sr managers - how will they do that? with what money? they will need to have a recruitment strategy, you might start that now and in 6 months you will be selecting/hiring them. 
2. ie first thing you need to do is have a meeting - BAD. obvious. - with who why and where - be detailed
3. we need a new marketing plan? what does it look like where will we put it what sort of marketing plan etc. 
· opportunity to be creative (not absurd) and detailed. be very detailed, they will write "how, where what etc everywhere"
· Say you said to implement a marketing plan now… in a year you should assess how it is going. Same with employees, you might see about hiring them now, in  6 month assess the candidates and in a year complete training in 5 years evaluate them or see how they are adjusting.
· grammar (10 marks)
· looks at the overall presentation as well as grammar spelling structure and format
· academic writing help centre
key factors when preparing
· are my assumptions reasonable?
· do I really understand the problem?
· have I looked at all viable alternatives?
· is my decision realists? does it proceed in a logical fashion? ultimately, is this the best solution
· have I outlined reasonable methods as to how my solution can be implemented?
step by step summary
· read the case a minimum of 2-3 times
· look at each paragraph and highlight the main idea
· or in a longer case, look at each section for the main idea, or each page etc. 
· make any reasonable assumptions
· list all of the apparent problems
· determine the central problem
· what alternatives are available
· make a recommendation
· implement the recommended solution
· Submit report in word but presentation is in Powerpoint.
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Effective leadership is not about making speeches or being liked,; leadership is defined by results not attributes – Peter Drucker
True or not true?

Chapter 7 - Managers & Managing

Objectives
· definition of management 
· managerial functions – functions they should play (maybe not all the time), including (but not limited to) planning & leader
· the planning function – internal to org
· the leadership function – internal to org
· corporate culture  - very important internally to orgs


Definition of management
The process of using resources to achieve goals effectively & efficiently
It is a process – has a start and a finish, defined duration of time. Action items that have to take during that process. We will look at the process 

Using Resources – human, capital, technological, financial, knowledge etc – resources that an org has that we use to achieve some time of goal (short or long term desired result) (goals & objectives used interchange often); something that the org wants to achieve. 

Ideally, you want to achieve that result effectively and efficiently

Efficiency - the amount of resources incurred to produce goods & services (doing things right) - Use the least amount of resources to have the outcome you want

Effectiveness - how well the organization is doing in meeting its goals (doing the right things) – is what we are doing appropriate for our org? 

2007 – Blackberry had a solid business model, they were the business phone. They said nobody was going to use apps or a touch screen. They were no doubt efficient with their operations, but they were not very effective because they lost sight of what was going on in the industry long term. 

Manager – the person responsible for supervising resources to achieve goals. 

Functions – what do you have to do as the manager? 
· Depending on what level of manager you are, there will be certain skills that you draw. 
· Ie big decisions, vision, long-term goals  not the first level manager, these are conceptual skills for a top-level manager who will have to diagnose the problem and understand the cause and effect. 
· At the first level management, you will need technical skills specific to the dept. 
· As the CEO you need to look at the big picture but you don’t need to know everything about all the functions.
· There are different needs at different levels
· As you go up the chain of command, the conceptual skills will be more important. As a middle manager you will need both technical and conceptual. Technical skills are very important for bottom level managers.
· HR mgmt. skills / ability to manage ppl – you will need this for all levels of mgmt..
· Time mgmt. skills – at all levels

Managerial functions
· Henri Fayol was the first to describe the 4 managerial functions - POLC
· planning: used to select goals & a course of action
· 5 steps – select goals and ways to achieve those goals
· Establish goals
· Is there a gap?
· Develop plan
· Implement plan
· Assess
· Ie a couple of years ago mcdonalds: they realized there was a gap between the desired result (coffee / bfast) and what they were currently doing… they had to develop a plan. So they focused on breakfast, it was front and centre. They implemented a strategy (coupons, marketing in stores and advertising, 1$ iced frap in the summer etc.) after it was implemented for a year they assessed it – what was the gap after a year? Is there a gap between the 5% you want and the 2% you are currently achieving. How do you fill that gap? And then you implement it and look at it again and see if you’ve achieved what you wanted
· organizing: structuring workplace to achieve goals
· how do I mobilize resources, arrange the work, so that everybody has certain tasks to perform, so the org will achieve its goals. Becomes more and more important the larger the organization is. In a sole proprietorship, this function isn’t very important because you will do all the work, you still have to org how you do it but it is not as important. Basically this is the organizational structure of an org.
· structuring workplace to achieve goals
· mobilize resources, arranging work
· creates org structure
· a formal structure of relationships
· example: function vs geographic
· leading / directing: 
· Being able to put forth and set the vision in motion is at a high level of mangaers. The VP or CEO are the ppl who will come up with the vision/mission, which should trickle down through the organization. What is it that we want to achieve, why and for whom are we here? As a manager you have to be able to articulate that vision, even if you didn’t come up with it. You need to know what it is and be able to pass it on to someone else.  You need to motivate and persuade your team to move towards that mission and that vision/dream we want to achieve – that is where we want to go in 15 years. 
· managers articulate vision/strategy of the org
· must use: power, persuasion, communication & motivation
· the result:
· employees work in harmony / employees work together
· employees perform at a high level
· controlling: essential to assess outcomes
· evaluates how org is doing in achieving goals
· steps
· set performance standards, mointor performance, compare actual with standards, make corrections
· also allow managers to measures themselves in 3 other areas. 
· Did we lead appropriately? Did we org our resources appropriately
· Goes hand in hand with planning function (what do we want to achieve and how?)
· We achieved X goal, we did y to set that goal the control is: where are we at now? 
· What we will look at is a focus on financial controls: budget, accounting, income stmt etc. 
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The planning function

	Primary Type of Planning
	Managerial Level
	Examples

	Strategic
	Top Management
	Organizational objectives, fundamental strategies, long-term plans (2-5 years)

	Tactical
	Middle Management
	Quarterly and semi-annual plans, departmental policies & procedures 
· Within a department

	Operational
	supervisory mgmt
	daily & weekly plans, rules & procedures for each dept
· Front-line managers/supervisor

	contingency
	primarily top mgmt but all levels contribute
	ongoing plans for actions and communications in an emergency
· What happens if plan A doesn’t work?
· what is the backup plan? 


Figure 7.1 page 1191
Steps in Planning Process

[image: ]
Figure 7.2 page 191

· define the org's mission / vision
· vision: dream for your future. Ie Microsoft would have said “to have a desktop computer in every household in 1980 and now they are adjusting that because it’s been achived. Where you want to be in 10-15-20 year
· mission stmt: your reason for being as an organization. What products or services do I do/undertake, who is my customer base, and why am I here? Rooted in the situation of my business be spread across the organization. 
· You have to get buy in from your employees on what it is that you are and what you want to achieve.
· The overall strategy is goal & objective setting.
· Sample vision/mission stmt:
· Vision: To make ppl happy – walt Disney company
· Vision: Create experiences that combine the magic of software with the power of internet services across devices – Microsoft
· Mission: to be the world’s leading producers and providers of entertainment and info using our portfolio of brands to differential our content, services and consumer products, we seek to develop the most creative, innovative and profitable entertainment experiences and related products in the world (Disney)
· Mission: help ppl and businesses through the world realize their full potential (Microsoft) – what does “full potential” mean? Everyone’s full potential might mean different things and ppl might have differnet potentials
· assess the org's competitive position
· how do we look vs the competition
· look at swat analysis – understanding our competitive competition vs our competitors. Internal Strenghts  & weaknesses, External opportunities and threats
· internal strength: customer service, marketing, brand awareness, financial performance, 
· internal weaknesses: expensive, visionary behind apple passed away, patent issues, management issues
· opportunities: new products, create strategic alliances (cheaper produced products)
· external threats: they choose to price their products high. When the economy is weak, the global economy can be seen as a threat, competition in the smart phone market, other phones now have the same features as the iphone, even if they originally had a first-mover advantage with their apps and touch screen etc.
· set objectives for the org
· what are my goals? What am I trying to achieve? 
· They have to be smart, therefore they have to be specific, measurable, agreed up, realistic & Timely
· Ie I want to increase revenue by 5% in the next 12 months
· Specif amounts
· Measurable (5%)
· Timely (2 years)
· Agreed up: ppl must agree that these are the right goals so you can get buy in. The employees are the ones making this happen. 
· Realistic: if you have only been increasing 1% each year, then is 5% realistic? 
· create strategies for competitive differentiation
· Differentiate your product or offering from somebody else. What makes you different?
· Ie walmart is different because they have everything and they get it cheap because they are a big corporation. Also they have a strong (questionable) corporate culture
· It is important to make sure that you are better than anybody else at something
· turn strategy into action
· implementation
· evaluate results and refine the plan
· feedback –  (middle of circl
· always there 
· magical thing that you are using to make sure you are on track or update where you are headed

the leadership function
Leadership – the ability to direct or inspire ppl to reach golaes
Involves influence and or power
Various traits
· charismatic
· Empathy
· Inspiring
· Objective
· Intimidating
· Respected
· Vain, lonely, arrogant, hardworking etc
Various styles of leadership
· Autocratic : centered on boss. The boss makes all the decisions. Micromanager. My way or the highway. Sometimes that is important
· Democratic: employee involvement, empowerment. You get employees involved. You focus on empowerment: the key is that they are a part of the decision-making process. You give the employees the power to make a decision and they are responsible for it
·  (westjet) they provide their employees with a lot of empowerment. The employee that is the CSR has the ability to make a decision on whether or not you as a customer should get a free flight or a discount etc, unlike for other airlines. 
· You want employees to feel like they are involved in what is going on. 
· Free-rein: minimal supervision
· You don’t get to pick a style. Typically you may always go back to one style of leadership that you have. Different styles work in different styles

Corporate culture
· A system of shared meaning (values, behaviours, etc) that determines how employees act
· Distinguishes one org from another
· Is the “glue” that bonds an org
· “the way we do things around here”
· The beliefs that determine how employees act in an org
· What distinguishes us as an org from any other org
· Ie walmart
· Yes, strong corporate culture
· When you think about culture of an org, it is routed in the founders. Sam Walton decided he wanted to focus on people being happy and cheap prices
· Culture is often rooted in the values of the founder
· Also routed in the training and the socialization process, teaching them the values and beliefs of the org from the time they enter the organization
· Rooted in promotions (how ppl advance)
· Rooted in ceremonies (events where we celebrate our successes)
· A strong corp culture is not always a good thing? Everybody loving what is going on in an organization 
· Can be expensive
· Employees could take advantage of the opportunities that exist
· Makes it hard to make changes
· Ie if you go through hard times and have to lay ppl off, / something negative happens, it creates a greater affect on the company

Slides not covered:
Managerial Roles
described by Mintzberg
· a role is a set of specific tasks a person performs because of the position they hold
· roles directed inside (employees) as well as outside (shareholders etc) the organization
3 categories
· interpersonal roles: coordinate and interact with employees and provde direction to  the org
· figurehead role: symbolizes the org
· leader role: train, counsel, mentor & encourage to reach full potential
· liaison role: coordinate ppl inside and outside the org to help achieve goals
· informational roles: tasks associated with obtaining and transmitting information
· monitor: info seeking, analyses info inside and outside the org
· disseminator: transmits info to influence member's work and attitude
· spokesperson: uses info to promote org
· decisional roles: methods managers use to plan strategy and utilize resources to achieve goals
· entrepreneur role: deciding upon new projects to intitiate and invest
· disturbance handler role: assume responsibility for handling an unexpected event
· resource allocator role: assign ppl/money btn functions and divisions
· negotiator role: helps find solutions between stakeholders 

Managerial Skills
· Conceptual skills: ability to analyze and diagnose a situation and find the cause and effect
· Human skills: the ability to understand, alter, lead, and control ppl's behavior
· technical skills: the job-specific knowledge required to perform a task
· time-management and decision making skills

Next Week
· re-look at case method approach
· read chapter of forms of business ownership
September 16th, con’t

Chapter 6&5 – Entrepreneurship & Options for Business Ownership
Sole proprietorships, partnerships & corporations
Chapter 6 – the entrepreneur, what is a business plan , how do we get money etc
Chapter 5 – what are the types of business
Both: expands beyond the textbook  (value added for coming to class)

The Entrepreneur
· recognize & seize an opportunity – recognize seize an opp that exists in the marketplace to create a business. Different that someone who creates an invention. Entrepreneurs could create a business that someone else has already started (consulting, financial planning) but what makes you different? Find a niche in the marketplace, do it better than others ,etc
· many characteristics
· innovative, driven, risk takers, open-minded, not afraid to fail, passionate, you have to love what you are doing
· if you don’t want to take a risk, chances are you won’t be an entrepreneur
· strict process
· idea – what is the idea all about, is there value, can you put it into action?
· screening (adds value, competitive advantage, marketable, low exit costs) 
· value added: if the idea doesn’t add a value to a large-scale niche, you have to provide value-added to a large-scale consumer base.
· Competitive advantage: What makes you better than anybody else 
· Low exit costs: if it doesn’t work out, will you go bankrupt getting out of the business. 
· Development
· Develop the idea through business planning
· develop a business plan
· swat analysis
· finance and budgeting – where are you getting your money from and what is the forecast
· mission statement – what is your reason for existence
· marketing plan
· operational plan
· The business plan also helps when you are trying to get financing – the bank or investors etc will want to see your plan. 
· It will also guide you in your business

Why be an Entrepreneur?
· Be your own boss 
· A lot of ppl don’t want to work for somebody else. This is the #1 reason why you would become an entrepreneur
· Financial success
· It could lead to financial success, but it is not guaranteed. It is certainly the ideal that you will have this 
· Job security
· Maybe… but not always, because your business might go under. You get to decide if you will move forward or shut the business down… 
· Quality of life
· It can provide a strong quality of life if it is successful.  Generally when you start up your will not have any work-life balance to get things off the ground, and the hard work is constant until you can make it sustainable.
· Do we agree?

Where to get Money?
· Personal, friends family
· They may be more likely to loan (or give) you the money at lower interest rates or even for free
· Debt financing – borrow money
· Not as easy as it sounds. You normally have to have some assets in order to borrow money. 
· Probably not until your student loans are paid off and you are generating some sort of revenue
· Equity financing –alow ppl to invest for ownership
· Venture capitalists (VC), angel investors (dragon’s den)
· Might have a business idea, can’t get money from the bank, so you seek others to  invests in your business and in return you give up part of your ownership in your business (ie dragon’s den – they get money for 50% of the investment)

Many resources available 
when you want to start or create your business to developing your business plan: 
· www.canadabusiness.ca
· www.investottawa.ca
· www.taxtips.ca
· And many many more 

Sole proprietorships
· When management & ownership of a business are one and the same
· Typically employ less than 50 ppl
· The oldest form of legal ownership in Canada
· Eg: house cleaning
	Advantages
	Disadvantages

	· Easy Startup: No registration required if under own name, if under another name it’s like 200$  to register . Once you make a certain amount of money you would have to register your business (ie 30,000 in revenue) for a HST number
	· Personally responsible for all losses – unlimited liability you are absolutely liable as an individual for all the debt of the business. 
· You may have to put up your house as collateral for loans
· You are responsible for all the debt obligations of the business
·  

	· You get all the profit
· Decisions happen quickly
· Potential Tax advantages (pay only personal income taxes – so if you aren’t making that much money your tax rate will be very low, if at all. Once you start generating a lot of revenue, you may switch to a incorporated business
	· Unlimited liability
· Lack of continuity (uncertainty of duration)
· Time commitment (to get it started and make sure it is successful, because you are the business)
· Difficulty In raising monies (relying on your own assets and savings)
· Management limitations (as a manager, as the owner, you may not be strong / experts in all the managerial areas like accounting finance etc and the functions like PLO…)


	· Easy to form and dissolve
· Gov’t preferential treatment (provides money for certain industries, tax breaks etc.) 
· Sole claim on all profits (losses)
· Personal incentive/satisfaction – your business, pride in ownership 
· Pays only personal income tax = federal and provincial… (more income, more tax) this is only an advantage in lower tax brackets, after which point you may reconsider your form of business
· Secrecy 
	· Management and ownership is one and the same.
· Disadvantage :decision making because you are the only one making decisions. No one to tell you that you’ve got a crazy idea



Partnerships
Lets get together and share in our managerial knowledge, financial abilities to operate a business
When two or more people combine their financial, managerial andtechnical abilities to operate a business. 
Types:
· General Partnership: all partners = unlimited liability
· They are all responsible for the debt obligations of the business
· All partners are active in the day to day operations of the business
· Limited: one partner must have unlimited liability
· The one or more partners (at least one)who are involved in the day to day ops of the business must have unlimited liability
· Then you will have “limited partners” who are not involved in the day to day ops of the business. 
· The limited partner is only responsible for the amount of money that they invested in. 
· In Ontario, there are a certain industries like accountants or lawyers that can create what we call a limited liability partnership, which allows all the lawyers or accountants in that form to have limited liability, even though they are involved in the day to day operations of the business. (LLP) – we are all involved but we all have limited liability
· Joint Venture: established for a specific project or a specific period of time. It is a partnership, but it may be a partnership between two corporations.
· Example: 
· sony erikson combined expertise in telecommunications to create a partnership, which recently ended
· Miller coors has a joint venture for particular brands of their beer
· It could even be a home construction business that creates a partnership with home depot 
· It can often be renegotiated
	Advantages
	Disadvantages

	· Could have some limited liability
· More capital to start up
· More specialized skills
· More contacts / networking 
	· Responsible for mistakes of other partners
· One partner wants to leave? Or dies? 
· Conflict of interest, where do we want the corp to go
· Goal differences
· Smaller share in profits

	· easy to form
· larger availability of money
· diversification of mgmt. skills (one person is good at accounting the other in marketing or HR etc, business person partners with engineer (BTP)
· shared risk (
· personal interest/ satisfaction (you still want the business to do well)
· decision making (now you have 2 people making decisions, but might also be a disadvantage because you might hit heads in the decisions that you make, ie in a 50-50 partnership, who makes the decision or breaks the tie so to speak?)
· 
	· Unlimited liability
· Distribution of profits
· Management difficulties (who has control over what, who makes decisions)
· Difficult to withdraw investment (very complication when multiple ppl involved)
· Death
· Simple withdraw (if we are going along, and I want to retire or I want to get out of this business)
· (If you decide to withdraw your investment, but the company is now worth much more than the initial investment. how do you decide how much money you should get? How much is your investment worth today, and should I get a share of future profits)


Partnership agreement: create it when the partnership is started. Talks about issues like withdrawal. It is revisited and modified as necessary. Not always easy to do because when we go into business with our friends (which statistically isn’t a good idea). Sometimes you just sort of start without thinking about the partnership agreement. It outlines all the attributes of the business, explains whatever you want to explain, how the business is going to be setup, who owns what, who is responsible for what. 
· Maybe the one partner is the “face” of the business, so if that partner leaves, even if they were only a 50% partner, they may lose a lot of business. 

Corporations
· An artificial being existing only in the eyes of the law (same rights & obligations as a person) – right to sue or be sued, the right to own property) 
· A legal entity whose assets and liabilities are separate from owners – shareholders are the people that own the corporation. As shareholders we are separate from whatever the organization owns (assets) and owes (liab)
· Articles of incorporation must be drawn
· Name and address of corporation
· Objectives of corporation
· Type/number of shares to be issued
· Number of directors

Control of the corporation
· Shareholders
· Board of directors
· Sr management  (CEO, VP, President etc)

The Shareholders
· Owners of the corporation
· Share = unit of ownership; anyone can be an owner of a corporation
· Basically there are two classifications of shareholders
· Types: common & preferred
· Common: have voting rights, but don’t rec preferential treatment regardinging dividends (more risk, higher gain)
· Preferred: no voting rights, claim to dividends before common (les risk, guaranteed dividends)
· Dividend: percentage of profits paid to shareholder. Doesn’t necessarily relate to the value of a particular share. Banks that pay out dividends that means that they are profitable because they are paying dividends, it doesn’t necessarily mean that their share price is going up. In the case of scotiabank, the value of shares (units of ownership) has gone down, but we know that they consistently pay dividends as an incentive to keep on buying shares. like anything, if you buy a share, and it goes up, you would have to pay capital gains taxes on the increase in your share. Similarly with a dividend, if you receive a divdien you will have to pay taxes on your dividend. This is important because, what is a disadvantage of a corporation (below)
Rights of a Common Shareholder
· Right to vote for board of directors
· To hold/sell any share registered in name – when you buy shares, you have the right to hold on to them and sell them at any time depending on when you want to sell or hold – completely up to you.
· Pre-emptive right ( the right to maintain percentage ownership of business) – if the company decides to issue more shares, you have a pre-emptive right to maintain your percentage ownership, so if you own 1%, and they decide to issue more, you have the right of first refusal in case you want to maintain your 1% ownership.
· To inspect the books – look at financial statements. You are an owner of that company. 
· Right to vote for board of directors
· More risk, but more potential for reward
Preferred shares
· TD uses preferred shares as well
· One unit of ownership is 91.05 for a common share (google finance)
· To get a preferred shares, see TD bank website, and they have multiple types with different attributes (ie class A first preferred share, series P – gives you an idea of how much it will cost, what is the expected dividend etc.)
· What is a dividend? There is  a dividend paid to common and preferred shares. 
· Google finance – lots of stats on common – volume per average (shares traded on a daily basis), market cap (their market share), price to earnings ratio (price per shares / EPS, 13 is not too bad, the higher it is, generally we would see the shares are overvalued), if it is low your share price is undervalued, 
· TSE
Linkedin corp (lnkd) 
· 243.9 per common share (high!)
· NYSE vs TD on the TSE, but also on the NYSE
· 
Board of Directors
·  Members from both inside and outside company (diverse backgrounds) 
· Sets long-term objectives of the corp
· Oversees/evaluates job of sr mgmt. – if the corp gets in trouble, oftentimes we are pointing the finger at the BOD. They are the ones responsible for the LT directive of the org and to evaluate the job of the sr mgmt. teams. We will look to the BOD for answers. 
· People who look to establish the long-term directive of the organization
	Advantages
	Disadvantages

	· Limited liability
· Easier to obtain capital – get money through debt or equity (issue shares)
· Easier to transfer ownership (sell shares, especially easy in publicly traded corp like TD)
· Length of life; continued existence (can go one forever so long as they are profitable, as a shareholder and you pass way, your shares are transferred to someone else, the life continues, the CEO / owner etc might change but it will continue)
· Greater efficiency of mgmt. (we think of large scale operation, people specialize in particular activities like marketing finance HR etc)
· Easier to expand (because it is easier to get money)
	· Double taxation (the corporation pays tax on their earnings, then if they declare a dividend the shareholders will pay capital gains taxes on those dividends – two taxes)
· Employee-owner separation (in a large corp, do the employees know who the owners are? the owners are the shareholders? As an owner of a stock, do you know any of the employees of TD bank
· Harder to implement changes (usually larger scale operation)
· Large number of gov’t regulations (gov’ts favor (this gov’t) the creation of small businesses/enterprises. They give tax benefits and loans to small orgs to stimulate ppl to start their own business – not the case for corporations, they are very strict on the regulations they have)
· More expensive to form (at the basic level, you will need a lawyer and an accountant, as a sold proprietorship you might not need either) minimum a couple of thousand dollars plus your lawyer and accountant – expensive to do a lot of things
·  extensive paperwork to create a corporation – articles of incorporation is just one of a number of documents that you have to have
· must publish annual reports – in a private corp you still have to provide those but not publish them to the gov’t. a lot more scrutiny



Types of corporations
· Private
· Shareholders are limited to 50 - Shares are Held by 50 or less people, usually friends, relatives
· The general public is not permitted to buy shares from a private corp Shares are not publicly traded -  Have to receive the permission of the board to sell your shares
· Example: McCain Foods – they process 1million lbs of potatoes every hr (good bonus question) from NB – very successful family business – look at the company, from divorces to family fighting. It was started a generation ago, and then the brothers have sons and daughters and now it is a question of who will be the CEO and there is fighting, and one person leaves and goes to maple leaf foods (same industry) – obviously there must have been some decision making amongst the board, because the challenge is in a private corp., there is a small level of secrecy, what happens if someone decides to leave the company. Lots of interesting articles on the mcCain family. The CEO that left McCain to maple leaf, he has to pay his ex-wife 175 thousand a month ins spousal support, and he fought it because he still has some level of involvement and wanted to avoid paying because she is not part of the family anymore…
· Public
· Can be owned by more than 50 s/h 
· Can issues shares on financial markets
· Usually owned by hundreds or thousands
· Eg: Microsoft
· If you invest in Canadian companies, when they declare a dividend, there is a better tax advantage than if you invest in companies from other companies
· Crown
· A business that is owned and operated by the gov’t – they try to make a profit, but they own it on behalf of the general public
· Form of public ownership where the gov’t owns and operates a business on behalf of the general public
· Example :Canada post, via(federal) LCBO (provincial)
· Why do we have crown corporations? Because it is of strategic importance to the general public. 
· Some believe that there are certain industries that are too important ( and/or too fragile) to be left in the hands of private firms (/ consumers)
· Provides a service that would be unlikely to be offered by others – would via rail be offered if it wasn’t a crown corporation? 
· Would there be advantages to delivery mail in the northern part as it is to places in Toronto, if there wasn’t price restrictions through Canada post
· What would happen if liquor was private?
· They may become publicly traded corporations at some point in the future (petro Canada used to be a crown corp, and used to lose a lot of money for the gov’t in the 1970’s; aircanada used to be a crown corp) 
www.Theglobeandmail.com/top1000

Franchising
· Franchisee purchases right to sell product or service of franchisor (www.cfa.ca/memberlisting/aspx)
· In business for yourself; not by yourself (there is another subway down the street or in the neighborhood)
· Over 1,000 franchisor companies in Canada
· Over 70,000 outlets in Canada
· Directly employs over 1 million ppl in Canada
· Over 110 billion in sales in Canada
· Best franchise to own last year: Subway
· In a franchise agreement, the franchisee (us if we open a franchise), purchases the right to sell the goods of the franchisor (the corporation). They will allow me to be in business for myself, I operate it as a franchisee as a profitable enterprise. 

	Advantages
	Disadvantages

	· Training and mgmt. assistance (help you find a location)
· Personal ownership 
· Nationally recognized name
· Financial advice and assistance (to expand the business or open a new one, location advice tc)
· Marketing / brand recognition
· Franchisor brings in its people to set you up to operate your franchise, provide training 
· More Likely to succeed maybe
· Provided suppliers
	· Large startup costs(2 million dollar investment for a pizza hut, 3 million for the keg)
· 
· Share your profits (royalties) Pay royalties to franchisor (royalties at pizzahut 6% might be based on gross sales), sometimes also a marketing fee. Large investment of money
· Mgmt. regulation Follow their rules to run the business. Your employees have to dress a certain way, you have to have certain products, certain types of equipment, ongoing fees (ie to upgrade all the stores) Lack of creativity for franchisee
· Coattail effect- your success is tied to the franchisor’s performance  - you might run a highly profitable mr. sub location, and the franchisor in and of itself might go bankrupt, in this case you are tied to that bankruptcy even though you are highly profitable.  We often see in the news – did you hear what happened at such and such Mcdonalds – that might be in a far distant land, but it may have an adverse effect on your particular franchise. 



Nonprofit Organization
· Provide service rather than earn a profit
· Not owned by a gov’t entity (often receives gov’t support)
· Solicit donations 
· Example: lions clubs (has 1.4 million ppl involved in over 200 countries, they help to try to cure river blindness (disease that affects ppl in developing countries) 

Individual Assignment
· max of 15 pgs (don’t want 5 pages that is not enough)
· 6 companies to choose from
· Specific headings necessary / subheadings 
· Ie: overview of company
· Overview of governance structure
· Composition of board, committees etc
· Ethics & social response
· Organiz structure
· Planning / strategic planning
· Leading – who are key leaders, what type of leadership styles
· Controlling – control mechanisms
· HR
· Operational etc
· Research of company required (go beyond their website)
· Focuses on our course themes
· Due nov. 11
· To make yours better than others
· Go beyond the company’s website
· Different research
· Electronic databases at library
· What is in the news
· What is in books (if we use books today)
· Magazines et
· All the companies we choose are in the news
· At the end of the day, the whole report focuses on the themes of the couse
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Look at four time periods: Agenda - 
1. Classical Approach (1880-1920) –initial approach defining  mgmt. as a science
2. Behavioural Approach (1930’s) – shift to mgmt. as an art
3. Contemporary Approaches (1950-1980’s) – is mgmt. a science or an art or both?
4. Emerging Practices (1990’s-2000’s) – emerging mgmt. practices

Classical Approach (1880-1920) – Systematic Management
· Adam Smith – 1776 – The wealth of Nations:
· Advocate of systemization
· Efficiency and effectiveness
· Division of labour (divide the whole task into particular part, and have one individual focus on one part/role to increase efficiency = specialization)
· Productivity by creating division of labour, we create more productivity
· 10 workers focusing on one aspect of creation of a pin = 48,000 pins/ day … 1 worker = 10pins per day; through specialization, people becoming good and one thing and one thing only as opposed to understanding the entire process
· Focused on defining duties and responsibilities – who is responsible for what?
· Led to Scientific Mgmt – the biggest thing he contributed is the division of labour.  Think of factory workers, assembly lines, subway line. 
· Scientific Mgmt
· Developed by FW Taylor - scientific
· Study of relationships between ppl and tasks to increase efficiency to achieve goals: FW taylor
· Defining responsabilities, creating relationships between people and tasks.
· How can mgmt. increase the level of worker productivity and motivation? – 
· How do we increase productivity & motivation? 
· Piece-rate system – pay them for what they produce instead of for their time – money as an incentive – 
· Benefits: 
· Philosophy:
· One best way to do task ex: “how much load should I use” – an experiment that he did of workers in a field lifting different loads. He decided for each material there was an ideal load that they should lift to increase productivity. 
· Used $ as incentive
· General benefit: ppl were increasing in their productivity so they would make more money.
· Developed a piece-rate system: people get paid depending on how many items they produce. The more you produce the more you get
	Benefits
	Problems

	Productivity did improve, efficiency
	That can only last for so long. Oversimplification, management was basically adjusting the requirements to ensure we were providing the same pay but asking more of the individuals. 

	
	Things can be oversimplified. I can only be motivated by money for so long. 
Increased work pressures. They focused in on the amount of units they produce.
Measurement-time-motion study. – how long it takes from a to b for the normal demographic. How long should it take and what is the optima setup. Pressure is there, and it’s always based on productivity and it ignored the human element:
We are not robots. We all act and behave differently. 



	
	


· Administrative Mgmt Theory
· Study of how to create organizational structure that leads to high efficiency and effectiveness – what is the best structure an org should have for eff and eff. Built upon Smith and Taylor but now looked at more of the structure – the best place to put each person. The tasks & resp that person has to perform and what resources need to be allocated to that. 
· Henri Fayol – (also came up with functions of a manager - POLC)
· Philosophy	
· Mgmt. is a universal process
· Fit the person to  the job
· Workers should accept mgmt’s decision without question
· We know that org structures differ from org to org, and that is ok. Fayol believed that mgmt. was a universal process, which is saying that no matter the org or the structure, you have to behave the same way for every org. He focused n the managerial functions. Maybe the functions are a universal process, but he goes further to say you fit the person to the job as opposed to the person to the job. 
· He also decided that managers make all the decisions and workers should accept with no question  - we know that for the most part this doesn’t hold today. 
· Fayol said that every manager has to perform :
· Fayol’s Principles – that all managers or orgs should have
1. Division of labour: allows for job specialization to increase efficiency – yes, all orgs should focus on division of labour
2. Authority and responsibility: included both formal and informal authority resulting from special expertise – we should have clear authority & respnsabilities. Formal authority: you are the supervisor of five employees, you have formal authority over those five. Informal authority is if you are in a team, and there is someone from accounting and someone from HR and from marketing, and the decision the team has to make is based on an accounting issue, informal authority tells you the person from accounting is in the best position – that is informal authority over the HR and marketing person in this situation, which is acct based
3. Unity of command: employees should have only one boss – typically you see this in a lot of orgs today, but it is not always the case. You may have a boss, a formal supervisor, you might be a consultant with another boss. 
4. Line of authority: a clear chain from top to bottom of the firm – clear line / structure in terms of who reports to who
5. Centralization: the degree to which authority rests at the very top – the authority and decision making should be at the top. All the decisions are made at the top. Employees just do what they are told. Today we have both centralized and decentralized orgs. Where would we think a centralized environment would be in terms of an industry? 
· Military – Centralized – you accept the supervisor or the commanding officer’s decision without question. 
· Decentralization  technology is an industry where you would see a lot of this. 
6. Unity of direction: one plan of action to guide organization – onr plan of action / course of action / set of ideas about what we will achieve
7. Equity: treat all employees fairly – interesting that they were talking about this back in the early 1900’s and we still believe in that today.
8. Order: each employee is placed where they have the most value – each employee should be where they are the best based on their skill set. 
9. Initiative: encourage innovation – encourage initiative / creative thinking. Interesting because orgs that encourage innovation and intiaitve usually allow those people to have some decision-making power – they just wanted ppl to come up with the ideas but be obedient and respectful and not question decisions
10. Discipline: obedient, respectful employees needed - 
11. Remuneration of personnel; the payment system contributes to success – money that we pay should be based on the contribution that they provide to the success of the organization. Pay fairly based on the success we have. we do this today as well 
· you get paid more if you are more successful
· now, you would have a base salary plus contribution to success (bonus, commission)
12. Stability of Tenure: long-term employment is important – we will probably have five jobs by the time we hit 30. That was not always the case. In the past you would work in the same job your whole career. Now we change jobs and try to find the best fit. 
13. General interest over individual interest: organization over individual – what is in the best interest of the org over myself as an employee within this org. sometimes that becomes difficult. Should I advance my own intersts for my own dept or should I do that is in the best interest of the whole org. 
· Ie I could cut three or four of my employees, but then my budget will be slashed as well. But I want to have that budget. I don’t want them to think we are not doing anything. But if you don’t need those employees, and you get rid of them and thus save the org money, is that not in the best interest of the org?
14. Esprit de corps: share enthusiasm for org – we share a general enthusiasm for the organization. we want to build up the org, work hard for the org, value working together, value teamwork.  
· A lot of fayol’s principles are still used today. Some of them we question. Some of them are not fit for ALL orgs. But that is what he was saying – for EVERY org, ALWAYS, Universal, etc. not ALWAYS the case though. 

· Administrative mgmt. – problems
· Based on observation – you have to observer esprit de Coeur, enthusiasm for the org, obedience, respect – it is a challenge to “observe” this – you can’t measure this scientificially – how can you measure this? 
· Concerned primarily with structure of the organization.  – is this structure the only measure of success in an org? 

Behavioural Approach (1930’s)
· 1930’s
· Philosophy: change mgmt. emphasis from productivity shift toward the human element
· Hawthorne plant studies – Elton mayo
· Hawthorne plan in illonois
· Studies Conducted by Elton mayo
· One was on illumination:
· Study focused on the level of illumination and how it effects working productivity. 
· He selected a group of people to take part in the study. 
· He put them in a room. He had a control group with the normal level of illumination, he measured how much the control group produced. Then he increased the lighting in the room – productivity improved, measured the new level. Then he increased it again, it improved again. 
· The he lowered the lights. Productivity improved.. lowered it again, it improved again. 
· The research said the only time it was questionable was when you basically had moonlight in the room. All the other times productivity improved. 
· Basically, productivity always improves no matter the light setting. 
· Result of Hawthorn plant studies:
· You always question – was this a wow thing, was there not problems with this/ issues with the study
· What you can take from it is:
· Why do we think, if we took a group of ppl from an org, put them in a room, watch what they do, saw the dynamic – why do you think productivity always improves regardless of the lighting?
· The ppl know they are being looked at…. So they might just always work harder. 
· If I said “look at this room” it is a small segment of people that are being looked at … they are being looked at more carefully. 
· The idea behind the study is that we were making these people feel special .we were putting them in a group and observing the,, watching them, so regardless of the lighting, it was a non-issue. 
· Putting a group in a room or making them feel special, and having them work on a project or task together, the idea is:
· Cohesive work group developed – people working together toward a common goal. That is what comes out of it.  We made them feel special. 
· Team Spirit – the environment is important - through the observation process, watching them, making them feel part of something, this evolved to team spirit. Team spiriting was developed. 
· What is a Stimulating Work environment?
· Management has to create a stimulating work environment – Real Result. what does that mean? – a place that makes you want to work. A place that is fun to work in, where you can interact with other people, where you can reach your full potential, where motivation is germane. You are rewarded for things you do well.  A place that gives you good perks: time off, car, vacation, benefits, 
· Here we have to talk about the human element – what stimulates you or could stimulate you in the work environment. From 
· What is stimulating to me is not necessarily stimulating to you! 
· If I want to develop a cohesive team, a stimulating environment, I need to know what stimulates you? Managers need to stimulate their employees; they need to know how to do that - it is different for everyone. How do you find out what stimulates someone? You have to ask the question. The human element is important in the work environment, the business environment and for you as a manager. 
· With each employee, what is it that you really like to do, and try to develop those qualities/attributes/opportunities for our employees. 
[image: ]
Maslow’s hierarchy of Needs – five needs, same for everyone
· One theory in terms of motivating your employees. 
· Self-actualization – need to realize one’s full potential – at the top of everything, but you don’t get there until you get to the top. – only once you have the other steps.
· Ego – need to feel good about oneself – you want to be the leader, for ppl to look up to you, to feel good about yourself. 
· Social – need to belong – to feel like you are part of the time. You are integrating yourself into the team. Once you’re there you want to become the boss (next)
· Safety – need for security and safe environment – a safe environment to work in (focus is on the work environment) – you need job security – from contract to permanent position etc. permanent employed position where you have the job for many years as long as you contribute positively to the org. you are not worried about work hazards.  Once you have safety and security you can move up
· Physiological – basic need to survive - this is where you have to start with – basic needs to survive. You start here – food, water, shelter. People go to work because of these basic needs, so once they have that for their family, then they are ready for the next step

· What is the result? What can be concluded form this? You cannot move up until you’ve completed the previous steps. 
· We are saying that these five needs motivate people 
· We are saying that: 
· Everyone has the same needs
· if as a manager you know your employees, you know where they are at on that spectrum, then you can say to yourself “what is the next step” for that employee
· where we place our needs varies
· if managers know their employees they can more effectively motivate them 
· Where you place your needs is different.
· If you know where they are you can know how to motivate them better. Where the ppl that report to you place there needs will be different but if you know where they are at (human element) you can motivate them more effectively. 

Theory X and Y: Doug McGregor proposed 2 different worker assumptions – how you as managers perceive your employees. (depends on sector and industry often)
· Theory X: Assumes the average worker is lazy, dislikes work and will do as little as possible
· You do what it takes to get the job done, nothing more nothing less. They don’t care about the org or what it wants to do, and that is how you perceive them.
· Theory Y: Assumes workers are not lazy, want to a good job, and the job itself will determine if the worker likes the work.
· You are very positive. The work is going to determine whether or not they like it. Inherently we assume the worker is not lazy. 
· SELF-FulFilling Prophecy – 
· People will be the people you believe them to be. If you think smth it will be the reality. If we believe fundamentally that people want to be good and do work then they will. We want to believe that people want to do well. 
· Get into idea of bias. If someone does the same lazy thing twice, maybe because you belive they will, then you start to believe they really are just lazy

Contemporary Approach
· 1950’s-80’s
· Continue to question – should mgmt. be art or science?
· Art – draw from experience and observations
· Science – use problem solving approach
· It is really both – you draw form experience and observations, and you are also using a problem-solving approach – stats, percentages, you use quantitative to ground you knowledge and observation of the human element. You use both. That is what they have been finding out as they went through contemporary approaches. 
· They start focusing in more on the idea of POLC:
· The process approach
· Planning, organizing, leading and controlling
· The systems approach –
· Open – Use resources from external environment to create goods that are setn back to environment – this is where we are today - open
· I need the external environment to get my services and products so I can delever it back. The external environment matter. We draw in resources that someone else produced into our org, we create our own products/ services and then we deliver it back to the external environment-  this is where we operate now
· Example: restaurant: draws in ingredients like food, beef, chicken, milk, plates. They draw those all from the external environment. They draw them from someone else because someone else is better at making plates then we are. We are good at making food, so we only do that. Then we deliver that food back to the external environment. 
· Closed: self-contained, not affected by external environment.
· as we went by, we think every org is the same, should have the same structure, mgmt. is a process and everyone is doing the same thing. Then we are operating or we could be operating in a closed environment where it doesn’t matter what is happening outside our org. we are not affected by what is happening outside. The external environemtn, like the economy, political environment – that is beyond our control sometimes. As an individual org I cannot control the strength of the CAD. As an individual org it is difficult to control the supplies that I use. These are all external. In a close  system I believe the external environment doesn’t matter
· Synergy: We want to create synergies: based off of individual parts of an org, or several orgs, working together to create a more efficient whole.
· If I try to do everything myself, it is not as effective or efficient as if I work together with other orgs to create a better whole. 
· How we manage and how we change depends on the environment
· Think about technology sector – you have to keep ahead of the curve in technology because things change quickly. You have to be aware of workforce (internal) but also environment around you – biggest pitfall of blackberry. Weren’t able / willing to change quickly enough. Difficult time with external forces – what customers / suppliers wanted. Then blackberry internally had some other challenges. Two years ago they had two CEO’s running the company, that may have been an internal issue too.  Every business has to know what is going on internally, as well as externally. 
· Contingency Mgmt
· Assumes there is no best way to manage
· The environment that we operate in impacts the org and managers must be flexible to react to that environment 
· Goes against the principle that there is one best way to manage. How we manager is dependent on the situation and the environment that we operate in
· When you get into an org you have to be away of what is going on in the world, in the industry around you, what are your competitors doing? Where does your funding come from? Who are your clients and in what position are they? IE the gov’t is running a huge deficit. You have to be aware of that if they are your main client. You need to know what your clients are doing. You need to be flexible to react to that environment. 
· The way an organization is designed and controlled depends on the org’s environment.
· Tech to tech – tech environment changes all the itme. BB maybe didn’t adapt fast  enough to the environmental changes that were happening outside theirs
· Variables to think about: org size, routineness of tasks, external environment, individual differences 
· Tech changes all the time. How you produce a t-shirt doesn’t change as quickly. 
· Differences amongst employees and competitors. 

Emerging Mgmt Practices – becoming more important:
· Organizational culture – corporate culture becoming more important- that was not important 50 years ago - creating a positive culture within your org.
· Team building - 	becoming more important you spend half or more of your adult life at work. You might as well enjoy it and kind of like the ppl that you work with. Creating a positive team environment is important 
· Empowerment – letting employees make decisions and be responsible for them. Giving them decision-making authority. Empowering them to make the decision
· Total quality management – that each step along the line, from with the manufacturing process or within the service offering to get the product to make so that ppl buy it focuses in on total quality management 100% satisfaction all the time. 

September 26, 2013 - intro
50% of Canadians in dream job
7/10 small businesses…
Lottery..
http://www.ctvnews.ca/business/nearly-half-of-canadians-say-they-re-working-at-their-dream-job-poll-1.1470400

[video] – alan watts – what if money was no object
Why do we do what we do and why are we all here? 
Timely given that in Canada we seem to be trying to get into what it is that we want to do. 

Another article: 
Blackberry – Fairfax offer. Three years ago it was worth 80 billion and now they have an offer of 4 billion on the table
· BB recently announced they would lay off of 4500 ppl and expecting losses of close to 1billion dollars
· Waterloo area - BB is laying off ppl and google is expanding in waterloo. 
· Think about understanding your environment / demographic / market – Google knows there is a strong contingency of technical workers based out of waterloo
· Ottawa used to be considered silicon valley of the north. 


The Organizational environment – ch. 1,3,4	 - keep diagram in mind		September 30, 2013 & October 2, 2013
[image: ]Slightly different approach from textbook.
Less focus on supply & demand curves & price equilibrium (but it is examinable)
More focus on economic factors that make decisions difficult for businesses.

· Changing face of business – ch 1
· Economic challenges – ch 3
· Competing in world markets – ch 4

The organizational environment 
· Has internal and external forces – forces that act upon the organization. 
· Forces that affect the way an org operates
· Force s change due to
· Opportunities: new technologies, new markets
· Threats: economic downturn – when the economy is not doing well, we are laying off employees, we are struggling. It is an external threat. 
· Forces affect the way the org operates. Forces that impacts you internally or externally, ie High-turnover (internal) or bad economy (external), tough competition (external) 
· Decreasing trade barriers – move our products faster and easier than ever before – this is an opportunity for a lot of businesses, but could also be a threat for smaller businesses who can’t take advantage
· Managers must seek opportunities and avoid threats
· When we look at the organizational environment it comes to three thing: Internal, External (General & Task environment
	Internal Environment
	External Environment

	
	Task Environment
	General Environment

	· Owners
· Board of directors
· Management
· Employees
· Culture
	· Competitors
· Suppliers
· Customers
· Labour
· Regulators
· Strategic partners
	· Technology
· Economic
· Political-legal
· Sociocultural
· Global

	· 
	· External to the organization that have a direct impact on our business. 
What happens if 
· all our customers go somewhere else? 
· What happens if we have lots of competors who suddenly make the same product as us at a cheaper price?
· If suppliers that create my product go out of business? 
· Can you control customers, Suppliers, competitors? While they directly affect you, you can control them to a certain extent.
	· General environment: Indirect forces on the organization that are largely uncontrollable.
· You cannot control them you have to just be aware of them
· Can you as an individual org affect the way the economy behaves?
· Can you impact political & legal decisions that exist, as one org?
· Can you affect the ageing demographics?
· Can you impact trade agreements that exist, decreasing trade barriers? 
· 



Businesses Factors of Production
What the business has at it’s disposal: - internally at our disposal but outside of the organization
· Capital – the cash – the money we have at our disposal
· Human resources – the people - 
· Entrepreneurship – the risk takers to operate a business – the ppl that decide to create their own business, who take a risk to create a business
· Natural resources – the land, building sites, forests (focus on natural state) – in Canada we have plenty of natural resources. This is the natural state of items that exist in our country (or other countries)

Operation in a Private Enterprise System
· Also known as “capitalism” (vs command, communist, socialist)
· Economic system that reward an org’s ability to serve the needs and demands of customers – the more demands we meet, the more profit we make , the better off we are
· Basic rights
· Private property – people being able to own and sell property. In other countries you are not able to do that
· Competition – more than one organization can sell the same good or service. We can produce the same good or service, which will create a certain environment, a certain competitive environment
· Profits – we are entitled to sell and make profits. We have a right to keep our profits 
· Freedom of choice – in a business perspective, I can go out and buy whatever type of computer I want, I have the freedom of choice as a consumer, but also as an employee, I can choose to wake up and not go to work, or to change jobs, I have freedom of choice as an employee and as various stakeholders I have the ability to make the choices on my own. 
Operation in a private enterprise system con’t:
Ownership – largely privately owned, in large numbers – public vs private sector. “privately owned” as in owned by the private sector, even though those companies may be publicly traded. Lots of people have ownership.
Management – by owners/ directors with limited gov’t intervention – again, compared to other states that exist like communism. Don’t get confused here. In our system, there is limited gov’t intervention. Within that, we can have sole proprietorship, corp, partnership etc. even though in a corp there is gov’t regulation, broadly speaking vis a vis other countries, we have really limited gov’t intervention
Right to profits – receive all profits minus taxes
Rights of employees – right to choose own employment (can join unions if available) – Union:  a group that is formed to represent the best interest of a particular set of employees. Make sure we have sick leave, vacation, increases to salary etc.
Worker incentives – high, creates motivated workforce – the harder you work there are incentives to move up in the organization, to keep you motivated and willing to work in this particular organization. 
Short answer type question: ie focus on a private enterprise type system
Today’s Business Workforce
Reliable and diverse, more so than ever before. We are at a point now where we have what is called the baby boom generation that is getting ready to retire. That is our parents who are getting ready to leave the workforce and we are getting ready to enter the workforce, and the generation in between is already in the workforce. A large number of the population is working. The workforce is very divers. Very hardworking, reliable, want to create ties with organizations, very diverse population that is in the workforce. In today’s business workforce: 
· Reliable workers – dedicated to promoting strong ties
· Capable of efficient and high-quality production – because of technology, education, competition, those ppl who are best suited to market the good or service are producing it. 
· Able to compete in global markets
· Technically competent and innovative – that is us, that is one advantage that we have over the generations before us. Certainly the baby boom generation. The people that are entering today’s workforce are technically competent and innovative. We think about ideas outside of the box. 
· Baby boom1945-65 ish
· Gen x – 1965-1982 ish
· Gen y – 1982 – ish (not testable years
	The general environment

	Sociocultural forces:

	· Demographics
· More generations are mixing
· Increasing urbanization  (population centres)
· Education
· Societal values

	Demographics: how you define a particular society? The characteristics of ppl that exist within a society: age, sex, religion, etc
· Descriptive elements of ppl in society (baby boomers at peak)
· I can’t stop the baby boom generation from aging. What do you have to be aware of if you are a business or employee? knowing that the age of ppl in the workforce are soon retiring? why do we care? we have to be aware of certain products and services that the baby boom generation is going to need because they are retiring – ppl are living longer? Retirement homes, healthcare products & services will be required. 
· From a worker standpoint, understanding healthcare in this country. Is there an avenue for other g&S you could provide to this particular industry.
· What happens to the unemployment rate in Canada? 8% and double for ppl in our age bracket. When we get to the workforce, we will be in major flux. This is important because we will be required to move into mgmt. positions earlier on in their career. 
More generaitons are mixing: there are three generations of workers in the workforce right now. And we have a lot more skills in certain aspects than those that are of the baby boom generation

Increasing urbanization (population centres)  you could be rural or urban (there is a population in a particular area of 50 000 or more. We are increasing urbanization. Why do we care that everyone is living in the country now? Why does it matter that we have more population centres? Consumers have different needs, wants and abilities to purchase based on where they live. Urban centers are bigger markets – people aren’t setting up wal marts in tiny villages. When we have a population centre of 50 000 or more we are creating an opportunity to setup a service. It is important to know where people are at, and are going to. 
Education: we are more educated. Education is an important sociocultural force. Because we are becoming more highly educated, what does that mean for business? Businesses can then demand more of the people that I am hiring. 25% of graduates have a business or business-related degree. Education is becoming more and more important
Societal values: what it is that we value as a society: what we think is important as a society. One example is SUVs. Societal values dictated that everyone should have an SUV because it looked better than a minivan but you could still carry your family around. But now we want to be more environmentally friendly, so we want cars that are more environmentally friendly. This is new in the last 20 years. SUV’s to Hybrids. We have to be aware as a business of what consumers what. What does society believe is important

	Technological Forces
	changes in skills and equipment for use to design, produce and distribute g&s
technology has intensified the hiring challenge by requiring workers to have ever-more advanced skills
product technological changes
process technological changes
	Change ins skill set that is necessary to adapt to these technologies. We have to develop that skill set so we can be profitable and distribute our goods and services
Change in products: upgrading of a particular product to make it better for the user to use/ make it more efficient for use
Process technological changes – the processes we use in business ( inventory control systems) - change in the process in terms of how goods & services are distributed to customers. In a grocery store, you walk in you bring your goods to the cash and they swipe the bar code. 30 years ago they weren’t looking for the bar code, they were typing in the price. Why do we swipe? Faster, the price shows up automatically. Every time they swipe the bar code, think of the back end? They also now have an automatic inventory control system. If you buy all the craft dinner the inventory ppl are automatically notified? Now nobody has to count the shelf to know that it is empty. It is a change in the process of how you manage inventory. 
What does it mean when the baby boom generation is going to retire? We can’t stop that. 

	Political / legal forces
	Outcomes of changes in laws and regs
· Gov’t spending (federal budget)
· Strengthened environmental laws – what does this do for business?
	As an individual organization I cannot change the laws that the gov’t passes or the regulations that they will have. 
What does HST mean from a small business perspective? It could fundamentally change the way I operate. It is a provincial matter, 
If I think about gov’t spending from a federal level. Federal budget is delivered annually, and at the end of a particular era, I could basically have a surplus or a deficit. 29.5 billion was the deficit last year for this country. We spend more than what we take in. this year it will be 18 billion dollars. The combined deficit leads to a debt of 1.2 trillion dollars. We don’t always have a deficit. We are supposed to be out of the deficit in the next three years. How will the gov’t get out of a deficit situation? Where did they save a lot of money last year? They minimized their workforce last year by about 19,000 people (savings of over 1 billion per year). What they have to do is restrict spending in general, ie on particular programs. National defence was one dept that was , fisheries, environment, - those depts. Were hit by the desire to reduce spending. There are only certain things to do to reduce spending.
 The gov’t has to decide where to spend it’s money.
Generally, over time, (change in societal values) one of the thins that we try to focus in on is strengthened environmental laws. What does this do for business? 
Sometimes they call these “challenges” or “issues” he calls them “forces” we have to be aware of them. That there will be changes in laws and regs, about the deficit / surplus etc. 
Budget surplus: the gov’t brings in more money than they are spending. Bringing in money through taxes, fees, trade etc. 
Budgetary deficit – you spend more money than you bring in. last year it was 25 billion. This year it is projected to be at 18 billion
Deficit is different than debt. Deficit is for the year,  the debt is the combined level of deficit or surpluses over the period of time, which is 1.2 trillion dollars. The US is further in debt. 
Be aware of gov’t spending and what it means for business – if there is a deficit what can they do? Raise taxes. They don’t like to do that because most Canadians don’t like to pay taxes so they don’t like to do that. Canadians’ would rather close a provincial park. We don’t see it that often, but we see our taxes every two weeks. 
What do strengthened environmental laws mean for businesses? More costs in the short-run especially. In the long run we hope over time it creates positive impacts, positive profit. In the short run we may have to change our whole system, or the resources we use or how we use them. In the short run, we can abide to these new regulations, or we could move somewhere else where we can pollute as much as we want. Especially if we are a multi-million dollar company. It’s already more expensive here because we have higher minimum wages and labour laws. They will go to another country. In the short run it costs us more money to implement the change. 

	Global forces
	Outcomes of changes in international relations.
There has been an increase in economic integration:
· NAFTA
· WTO
· World bank
	NAFTA – instituted in early 1900s as an add-on to the FTA (between Canada and US) NAFTA includes Mexico. This economically integrates the three countries, allowing for free trade between countries (with restrictions)
WTO – 1995 – participation from 150 countries. They enforce trade disputes. They are supposed to be independent org with members from dif. countries, one country one vote. Enforce trade disputes amongst countries.
Between Canada: we have gone to the WTO to resolve: Softwood lumber based out of BC that has been transferring to the US. The issue is that the US claims we can provide softwood lumber to their market at a cheaper rate. The reason why we can do that is because of subsidies that have been provided by the provincial gov’t out of BC. They are saying it is unfair that they cannot compete with the softwood lumber that comes out of our country.  
Other WTO disputes: we had good trade relationships with European countries when we had an abundance of seals. We allow Europe to take them on and they are seen as a luxury item in European countries. There has been a protest amongst the trading of goods.
The World bank – a bank that has been created, includes close to 200 advanced/industrialized countries that assists in helping developing countries reduce poverty. Economic integrations because it involves close to 200 countries.
When we look at the global economic environment: we are working with countries all the time to allow for free flow of goods across the borde. This is generally seen as advantageous because what we are assuming. We are rich in natural resources but we need certain products from other countries. Everyone is specializing.  

	Economic forces
	General well-being of a nation
· Productivity (output/input)
· Recession/ recovery / prosperity
· GDP
· CPI: monthly average change in prices of g&S
· Interest rate: price of borrowing money
· Unemployment rate: % of ppl not working but who are looking for work
· Dollar strength: low dollar… good or bad? 
	Outputs vs inputs. Generally when we look at an economy contracting for 6 months or more, we are in a period of a recession. After that we look at a period of recovery. Then we reach a period of prosperity.  We are more in the recover stage now, where we have consistently high employment rates and consistent demands we are in a period of 
GDP – all final goods produced in Canada
CPI – the change in the price of goods that I buy. How much is it going up? 
Interest rates are currently very low. The interest rate is the price of borrowing money. Who is it good for? As a consumer who want to buy a home – good for the consumer when it is low. Bad for lenders when it is low. When the interest rates are low, it is good for borrowers, bad for the lenders. Interest rates are low now so we can encourage ppl to borrow money. Typically the reason why the rates are so slow is because the economy is not doing well. 
Unemployement: 
Discouraged worker: someone who gives up looking for work, who has been out of work for 4 weeks or more. Not considered in the unemployment rate. Workers who cannot find work or who have been out of the labour force for more than a month. 
These are all external forces that impact us in a day to day way and that we cannot change in the short run, although they effect us
Recession: economy is contracting for 6 months or more
Recovery: where we are now
GDP: - final goodssum of all the goods and services produced in a country
CPI – change in price of a series of goods over a period of time
Interest rate – price of borrowing money – what does it mean for the lender and the borrower? Important to understand what it means for each person if it is high or if it is low. 
Value of Canadian dollar? Low – good or bad? What is the exchange rate right now? Slightly less than 1 USD (.97) If our dollar is below the American dollar this  it is cheaper for them, they get more for their one dollar, so they might build a factory in Canada, and that might be good for us because it brings jobs. Potentially if the Canadian dollar is cheaper, then potentially US consumers might come into Canada to purchase their goods. Good for tourism if  the CAD is low. Export companies who provide their goods primarily to the US, that means that the US and other countries are more likely to want to buy our goods. The Canadian consumer is less likely to go to the states if our dollar is lower than the US dollar. 
 The reverse situation when the CAD is at par to the US dollar. Now goods are cheaper in the US for us, all else being equal. When the dollar is at par it is good for the Canadian consumer. When the cad is strong this is bad for exporters, because the ppl in the states will just buy their stuff domestically since they are not saving any money on the dollar value. 
The other group is Canadian importers. The stronger the CAD the better for me.
Think of the groups and what is good and bad




Trade Restrictions

· Tariffs: taxes imposed on imported goods – when we shop in the states. You would have to pay taxes because you are importing the goods that you bought. 
· Quotas: limit on the amount that can be imported – once you go past the limit you have to pay again. May be a dollar amount or a volume of a certain good. 
· Dumping: selling products in other countries at a lower cost than domestic competitors – trying to sell products in other countries in a lower cost than any of the domestic competitors could possibly afford. In the case of softwood lumber the US is claiming that we are dumping softwood lumber into the staes, that there is no way any competitor in the states could compete with the price of softwood that comes out of Canada.
· Embargo: total ban on trading with a particular company – for a particular country or product. We have a trade embargo with North Korea, and so does the US. 
The Task Environment: set of external forces that affects an org’s ability to obtain inputs on an immediate basis
· S.L.D.C.C:
· Suppliers 
· Provide organizations with inputs (raw materials, component parts)
· Ie metal for cars, microchips for phones
· Companies need a certain number of reliable suppliers, because if they can’t get the parts they can’t make the items they want to sell on time
· We need to have secure and reliable input sources
· Managers need to secure reliable input sources
· Managers often prefer to have many, similar suppliers of each item
· Multiple, reliable suppliers
· So if one company goes out of business we have a backup
· Labour – 
· Ppl who are available to work
· Supply and demand of workers – how many ppl are available and how many do we need?
· Labour unions – workers who come together to achieve common goals
· Exert pressure to increase wages, thus potentially decreasing company profits (as an example)
· Canadian Auto Workers. Ensure fair wages, benefits, excetera. What this means is – Is what they are demanding going to cut into my bottom line / company profits? 
· human effort, the people that are available to work – 
· in 2008 universities were struggling to get applicants for their programs. Why? Because there were large incentives being provided by trades to have young people start working in the trades because of the Vancouver Olympics 2 years later. The trades companies were creating opportunity for young people to do a trade so they could help build the infrastructure for the Olympics
· a few years before that alberta was paying individuals who worked in fast food outlets really high wages because there was no supply of workers but there was a huge demand. 
· distributors  - stores that sell the goods & services for other companies
· organizations that help others sell goods to customers
· example: walmart: has strong bargaining power. They sell goods from many companies. They do it cheaply. It is a huge organization all over the world. They can demand really low prices from those orgs where they are receiving the goods. They can demand lower prices that they can then hand off to the consumer because they are so big. 
· customers – consumers ppl who buy
· the ones who purchase the good
· often there are several types of customers
· dell computer sells to hom, business & govt
· when there are fewer and united customers, they have more power to demand – 
· example: a luxury car  - the people who buy porches are not just anyone. There are fewer people who buy them, and they therefore have higher purchasing power-  so they can be demanding – ie I want it cleaned every week, If I call I don’t want to be on hold. I want free upgrades, I want free maintenance etc. they are united because they are a smaller user group
· with rogers/bell / telus – everybody has one of these companies, we are many and we are generally not united, because one person wants different things – we all want different specific plans and our bargaining power is not that great. We ALL need service and there are NOT that many companies
· as a company you want to increase “switching costs”
· competitors – people who sell similar products (Samsung vs blackberry vs apple)
· other organizations that produce similar goods
· rivalry amongst competitors is usually the most serious force facing managers
· the often leads to lower prices – when we are competing and firms are taking over our market share we are going to try to compete based on price. Good for consuemrs bad for companies
· Barriers to entry keep competitors out
· Economies of scale: cost advantages due to large production – bell or rogers have a cost advantage due to large production? They have large amount of customers. 
· Brand loyalty: customers prefer a given product
· Preference for apple over PC.
· Harley Davidson competes based on brand loyalty. The experience of driving a Harley cannot be matched by any other company that sells motorcycles. Just like apple or porche. We want a given product it doesn’t matter that it costs more.  
· Ie phone company: difficult to start up  a new company because there are three dominant players who are always and often trying to create barriers to entry
· To start a new company you need extensive infrastructure (towers for phones, atms for banks)
What does the manger have to d?
· Scan and monitor
You have to always be aware of what is going on in the environment around you. You have ot know what your competitors are doing. What do your customers want. You have to be aware of gov’t regulations or at least mitigate the risks. 

October 3, 2013
CEO in residence – Mark Farrell
· Thurs Oct 10th
· Experience in sales and business development
· Future loyalty program focused on post-secondary education savings
· Inspire development – real estate holding
· Alumnus
· Current member of dean’s advisory board.

What has been shut down in Canada? Boarder services – less people. How do the states affect us and their decisions?
· The states are still our largest trading partner
· Means we give and exchange the most amount of goods & services with the US. That is where most of our products go.
· They are close, we have free trade agreements with them, when we look at NAFTA, that is a trade agreement with Canada-  US – mexico
· If the states continues to be out of work that affects us because our goods and services go there. 
CTV news clip
· Every day more ppl in America are out of work because of government shutdown
· Federal workers sent home without pay
· Gov’t run medical research centers turned arway patients
· President pinned blame on republicans, who blamed them
· Obamacare – americans can sign up for health insurance
· National landmarks and services are closed, health centers, parks, memorials, delays at borders, 
· Federal workers unwanted and unpaid days off
· WIC food program for poor people
· Flu program
· Nasa’s 18k workers
· US economy can only handle 1-2 weeks of shutdown.
· Effect on Canadian economy: gradual but could mean up to 700 million per week
· If the US defaults on its debt later this month, the impact on the market could do damage to retirement savings on both sides of the border. 
In Canada, if the gov’t can’t pass a budget then that’s a vote of non-confidence, and the GG steps in to smooth things over and then we have an election. 

The general environment
· Economic Forces: general well being of a nation
· Productivity (output/input)
· Recession/recovery
Ethics & Social Responsibility
Example: you are on your way home to the country of Ottawa (north gower) you are driving along and it is raining. You come by the bus stop (the only one) you notice that there are three people (it’s just a sign not a shelter) three ppl ar standing around the sign and it’s really rainy and the bus comes every hour. You have a ford fiesta, and you have stuff in the back seat. You can only fit one passenger (if you wanted to). You notice that the first person is an 85 years old fragile woman who looks like she has been in the rain for an hour and looks like she may be near death due to the cold.  The second person is your best friend who once saved your life. The third person is your soul mate, you think it is your soul mate. The question becomes, what do you do? (you let your buddy take your car, give the old lady a ride, then you wait with your soul mate until the car comes back – you are basically saving everybody)
One approach: utilitarian: greatest good for greatest amount of people. Think about your stakeholders, you cannot please them all but you have to keep them in mind. 
Everybody will have a different perception of what this means or should be. What is your ethical limit. What would you do or not do for the company / for money / to save your job etc
· Dennis Kozlowski – American Greed – the former CEO Tyco (security related issues in the workplace). In the mid 1990s his CEO salary was about 8.9 million dollars three years later it was 170million. He committed fraud for accepting money for the org and not paying taxes. One of the things that he did
· The video is more about his ethics, his judgement. One of the things he got caught with, how it all became unraveled, is that he bought a bunch of paintings, and to avoid paying about 1 million in taxes what he did was he shipped them to new Hampshire, where there is not tax, and then went down and got them and brought them up to New York where he lived. That unravelled a whole series of him accepting money from a company that he shouldn’t have accepted and he ended up in jail. 
· Where the thics came in in part is that he had an annual shareholders meeting combined with a 40th birthday for his wife, but he claimed that it was a shareholders meeting. He basically made the company pay for half of the birthday part
· He bought a nice condo in New York for 20 million, paid for by the company, and then furnished it with a 16 thousand dollar shower curtain, 15 thousand dollar umbrella stand, and millions of dollars worth of art. Is it illegal to charge a 6 thousand dollar shower curtain and charge it back to the company? No but it raises questions of ethics
· Listen to how he describes how this happened: he started as an auditor and then thrived, up to running a division.  He rose up the ranks to COO and then CEO. One of the highest paid CEOs in America. The compensation was because of the stock price going up during that time and the way the incentives worked it was per performance. Koz says that someone else planned the party in the meditteranean. Somebody else purchased the shower curtain and umbrella stand. He says he had no idea how much the makeover cost until he read about it, but he was too busy running around doing deals with other companies, he wasn’t focusing on what the corporate apt was costing. 
· He claims that the bonuses were paid to him, he didn’t know about the expenses etc. there is a difference again between fraudulent activity that may have been going on vs unethical items like the party for his wife. 
· http://www.youtube.com/watch?v=5KTaloE-3FM 
· Enron – Smartest Guys in the Room – watch if you are bored on a Saturday night. Interesting but complicated. 
· Natural gas industry in the 1990s – had unethical as well as illegal behaviour
· Fraud in accounting
· Them and world comlet to sorbanne oxley act. These laws were created around corporate governance and mitigating chances of fraud in accounting
· Accounting – illegal nature
· Ethical – what they were often doing is that they had a mandatory 10% turnover every year, no matter what, no matter how the company does. The way they did that was based primarily on compensation, if you were the lowest earner in the particular team you would lose your job.
· Ethical – when the authorites/  law enforcement was finding out about enron, the CEO and directors still told employees to keep their stock options and retirement savings in ENRON, even though the executives were selling all of theirs because they knew the ship was sinking
· The second-largest land owner in Colorado lu Pei, was a sr executive who was never in his office and if you wanted to have a meeting with him you had to go to the adult entertainment club to meet with him. And he would also expense those meetings at the adult entertainment club back to enron. He got out of the company with about 100 million dollars. 
· Ultimately several key directors were responsible for the fraudulent activity
· It is one thing to talk about fraud and another to talk about the questionable ethical activity
· http://www.youtube.com/watch?v=1dNZaKLjYbc 
· http://www.youtube.com/watch?v=vkwnWJdV9IM 
· The Corporation
· A movie about how corporations are unethical
· http://www.youtube.com/watch?v=-hG-c1KY7Y4&feature=related 
· http://www.youtube.com/watch?v=3vorWknUybY&feature=related 
Other ethical examples…
· Martha Stewart – 5 months in prison, insider trading – indsider training – receiving information that the common public would not be aware of. In her place she was able to get information from the CEO or an executive of a company called inclone, and they had a particular drug that they were trying to get approved, and she knew that the drug was not going to be approved, so she sold all her stock knowing that once the public found out that the stock value would plummet. 300,000$ of stock (she is a billionaire, maybe not such a big deal)
· Raj Rajaratnam – 11 months in prison, insider trading – hedge fund manager in the US. He was very charitable. The money that he stole he gave back to a lot of different charities. Maybe the charities were questionable. It was illegal but he was helping other people. Goes from lavish lifestyle to prison. One of the world’s richest sri Lankan. They wanted him to turn in the other hedge fund managers. 
· Bernie Madoff – 150 years in prison, Ponzi scheme – he was 75 years old when he received a 150 year prison term. He had a Ponzi scheme – where you use investors money to basically pay other investors who gave you money. Basically you get from peter to pay paul. You use investors money to show an inordinary amount of returns to basically convince other investors to also give you money. 
· The interesting/sad thing in a lot of these cases is the people who you leave behind who can be affected by this in part. Members of the Madoff family committed suicide, others are living with depression, etc. 

Ethics – moral beliefs about what is right and what is wrong
(corporate) Social Responsibility – manager’s duty to make decisions that promote well-being of stakeholders and society. 
· All stakeholders : not just customers and shareholders and employees but everybody

Ethics & Social Responsibility 
Ethics – deals with an individual’s decision that society evaluates right or wrong – 
Social responsibility is a broader concept that concerns the impact of an entire orgs activities on society
(pick up from here after reading week)
Ethical Issues
· Conflict of interest
· Honesty and integrity
· Loyalty versus truth
· Whistle blowing
Shaping ethical conduct
· Ethical awareness
· Ethical education
· Ethical action
· Ethical leadership
Ethics and responsibility
Many orgs now incorporate ethics into decision making process
Who is the org responsible to? The owners? The public? Both? 

Business’ Social Responsibility
· To general public – public health, recycling, corporate philanthropy
· To customers – right to be safe, be informed, to choose, and to be heard
· To employees – workplace safety, quality of life, equal opportunity
· To investors – to make profits in a responsible way (bill 198 sabanes-oxley)

Approaches to social responsibility
There are many ways managers respond to this duty:
· Obstructionist approach:
· Defensive response:
· Accommodative approach:
· Proactive approach: 
Arguments for social responsibility
· In the orgs long run best interest
· Improves the public image
· Improves quality of life
· In shareholders best interest
· Better able to solve problems
· Problems can become profitable

Mid term
· October 25th from 7-9pm
· Main focuses on material covered n class
· Focuses on textbook chapter 1-7 as well as evolution of management thought (notes in class)
· The textbook stuff that was never covered in class will be M/c
· 45% multiple choice, 45 questions, should take about 45 minutes)
· Scan tron- use pencil
· You will get marks back right away for M/c exam (48 hrs)
· Typically 5 options for each question
· Some stuff from book
· 55% short answer– total 2 hours including MC
· Definition
· Names
· Advantage/disadv of types of business
· Name 14 of fayol’s principles of mgmt.
· What is scientific mgmt. adv / disadv
· Maslow hierarchy of needs
· What is org culture
· What are the four functions of manger (POLC)
· Might be 10-15 points each.
· No choice – you have to do them all
· 5 or 6 short answer questions
· This will be only in-class stuff
· Bring student ID
· Closed book exam – bring pen, pencil and eraser. 

CEO Speaker Series – Mark Farrell
· Today at inspire developments
· Member of deans advisory board
· Was a TA for intro to business mgmt. graduated in 1990
· Personal business experiences from various corporate structures
· Has been involved in 6 or 7 ventures since then
· 2nd theme: personal fit – lining up your toolbox with what you like and don’t like and different opportunities – what are you strengths/weaknesses, what do you like / don’t like – very important - 
Presentation objectives
· Share relevant business experiences to current studies
· Review the process and cons of various business/work experiences
· Examine the concept of personal fit when evaluating a work or business opportunity
Agenda
· Personal overview
· 1990 flashback
· Key personal drivers
· Career review – 1988 to present
· Top 5 business lessons learned to date
· Discussion/questions
Personal overview
· “a” type personality, cope well with pressure, enjoy problem solving (fire fighting)
· Enjoy team interaction, informal work environments and fast-paced opportunities
· Overly optimistic and sometimes too ambitious
· Often suffer from the “shiny ball syndrome” – when people chase after new ideas without staying focused on a core business strategy
· Question: BMO study: what students thought they might do after school – work for a company or do an entrepreneurial venture 
1990 flashback
· The internet still 5 years away from consumer use
· Basic cell phone $1000
· Fax machines were the bomb
· 5 companies that didn’t exist: Facebook, Google, Youtube, twitter, iTunes
Key personal drivers
· Important to understand your key drivers
· Money
· Independence
· Power
· Work/life balance
· Need to weigh this against personal traits
· Appetite for risk
· Ability to deal with stress
· Ability to cope with conflict
· People don’t get the job they want because they let the job happen to them instead of looking for a job that fits them
Career review – 1988 to present
1. Franchisee - Original student franchise system College pro painters
· Started by greg  clark 1971 at Western 
· College pro is now part of first service brands $2B+ in revenue
· California closes, certa pro painters etc
· Franching very popular business model
· 40% of retail sales in Canada
· Over 75,000 franchised retail location
· Employs over 7 million Canadians
· 2nd largest franchise industry in world
· 10% of GDP
· Subway is the biggest in the world. Started by a college student who needed a job. 
	Franchise – pros & Cons

	Pros
	Cons

	· Leverage a proved product, service and brand
· Predictable start up and ongoing cost structures
· Easier to finance than pure start up ($20,000 for subway to 300/400 m for an NFL team) – easier to get money for a franchise because it is 
	· High fee structures in many programs  - forced to buy all the products right from head office
· Rigid operating environment – very well organized but no flexibility in running your business.
· Market saturation in many verticals – the franchisor wants as many locations as possible, which becomes challenging for you as a franchisee

	Mark like being a franchisee a lot. He felt it offered a lot of balance for being a franchisee



2. 1990-1995 Public Multi National
· sales, business development Eli Lilly, GD Searle and Thomson Corporation
· Large, well-known global corporations
· Trusted products with large customer bases
· Worked in pharmaceuticals and large corporations. Not entrepreneurial part of career but very rewarding. 
	Public Multi National

	Pros
	Cons

	· Secure, well paying jobs with many benefit
· Well known products that are trusted in market
· Well defined policies and procedures
	· Little room for creativity, very process driven
· Career advancement is a slow, structured process
· Difficult to leave your mark, you are ‘cog in the wheel ’of a giant organization

	During this time he established a credit rating, which is useful when going into an entrepreneurial job



2. 1996-2000 licensed distributor, mars foods
· 3rd largest private company in the USA
· $33 billion in annual sales
· Still controlled by the mark family
· 11 prodcuts that are $1B + brands
· Launched a line of well known products targeting non professional fundraising sector
· Schools, sports teams, leisure clubs
· Secured exclusive distribution rights for Easter ON and Western PQ
Ran it as a sole proprietorship, was responsible to adhere to a licensing agreement (store and transport it properly etc) however different from a franchise system because you have more autonomy, because you can decide if you want for instance you own delivery vehicles or to outsource that. 
	Licensed distributor

	Pros
	Cons

	· Access to established brands with market awareness
· High degree of operational independence
	· Rigorous service level commitments can be costly to satisfy
· Minimum sales quotas can be challenging to meet



1999-2002 Franchisee sport and social clubs of Canada
· Started in Vancouver in 1997 based on successful model in the US
· Taps into gap in sporting/social activities for young, urban professionals
· Fun, active, high margin business
· Young franchise system with limited head office support
· Difficult to justify franchise fees at the time

2002-2007 KidsFutures – private corporation
· Cash based rewards program funneled into an education savings account
· Grew member base to over 700,000
· 80+ retail, CPG, online and service partners
· Pizza hut, OK tire, Home depot, Colour your world, crest, tide
· CO branded credit cards with Citibank & MBNA
· Company was also a licensed mutual fund dealer
· Mackenzie mutual funds was a strategic partner
· Raised $12M in venture capital financing
· Key limitation to a private corporation relative to raising shares: you are limited in how you can market shares, and you can only have 50 shareholders
	Private corporation

	Pros
	Cons

	· No personal financial liability
· No requirement to share info with outside parties/regulators
· Operational independence
	· More difficult to raise capital – max 50 shareholders
· Difficult to incentivize staff with stock options/ equity – liquidity on stock options is very limited, you can’t just sell the stock options on the market

	


· Kidsfutures model was not scaling quickly enough
· Moved to diversify the company
· Service provider to other rewards programs
· Technology supplier to retailers and marketing firms
· Undertook and IPO on TSXV in 2007
· Raised an additional $9M in venture capital

Futura Loyalty Group – public corporation
· Landed Aeroplan as a strategic partner
· Granted them exclusivity in Canada – so the whole Canadian market was blocked to them 
· Partnered with American, delta, united and Continental in the US Market
· Sales cycle in the US market was longer than in Canada
· Access to additional growth capital was impossible
· Split the company into three companies and sold them off – left the company and moved back to Ottawa
	Public corporation

	Pros
	Cons

	· Better access to venture capital financing
· Creditibilty/notoriety of trading on an exchange
· Stock options are an attractive incentive to staff
	· Reporting requirement are costly and time consuming competitors, clients, public have full access to company financial, operating information, pay rates
· Small cap companies can be targets of predatory 3rd parties – large companies buy a lot of the stock, then let that news get into the market which raises the price, then they dump the stock and the price falls

	You have to divulge a huge amount of information about your strategies and it has to be published on the stock exchange, so your competitors have access to a huge amount of information.
Suggests you wait until you are profitable before going public



2012 – present, inspire developments, partnership
· Real estate investment, mgmt. and development
· Own and manage nine income properties with 118 units
· Small scale redevelopment, intensification of existing properties
· Syndicate larger transactions – 2-5 million dollar transactions, they know what they are doing, they buy the building, here is the plan for the building, here is what we want to do, and they bring in silent investors, who then get paid dividends. 
	Partnership

	Pros
	Cons

	· Full control and decision making authority amongst partners
· No outside reporting requirements
· Cost effective to set up and maintain

	· Exiting/selling personal stake is complicated
· Greater personal liability than a corporation

	Make sure whoever you get into a partnership with, that you trust these people



Top 5 business lessons learned to date
· Invest the time to determine your “fit” with any job or business opportunity
· Good ideas are the easy part
· Capitalizing and executing on good ideas is the more difficult part
· If going into business for yourself, select partners or key staff who compliment your skill set – ie your best friend might have a lot of commonality with you – similar strengths and weaknesses  - you want somebody that likes doing the stuff that I hate. 
· Do something that you are passionate about 
· Reinvesting the wheel is most often not necessary
· Look at ways to improve on an existing product or business
· Don’t be afraid to fail
· Learn from your mistake and capitalize on the experience
[bookmark: _GoBack]Did a great job linking his experience to various different types of business models
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