Chapter 9 – Empowerment

LO 9.1 Describe why and how organizations empower employees

· Empowerment is an important component of effective management. 
· Sharing information and decision-making authority are keys to empowering
· Frees manager from hands on control of employees and motivates them by giving a sense of ownership and adding challenges

· Employee stock ownership plans (for when they retire, and employer pays) and stock options (you have choice to sell or buy) provide another way of ownership and motivation to work hard

LO 9.2 Distinguish among the five types of teams in the workplace.

· 1. Work Teams – relatively permanent group of employees with complementary skills that perform day to day operations (2/3 of firms use this)
· 2. Problem Solving Team – comprise workers with the knowledge who meet and solve specific problems and then disband
· 3. Self-Managed Team – teams that are empowered to decide how to complete the task, they have authority to delegate who does what
· 4. Cross Functional Team – members from different functions, such as production, marketing. Different parts of a firm
· 5. Virtual Team – team of geographically dispersed co-workers who use a combo of IT and telecommunications to accomplish a task

LO 9.3 Identify the characteristics of an effective team and summarize the stages of team development.

Effective Team
· 1) Team Size
· can range widely, most have fewer than 12 members.
· The ideal size is usually six or seven
· Small groups tend to get friendlier and include personal discussion. Larger groups move more slowly, and participants feel less committed. More disagreements absenteeism and membership turnover
· 2) Team Level and Team Diversity
· Team level – team’s average level of experience, ability, skill, personality etc
· Team diversity – difference in ability, experience, personality etc

Team Development

· 1) Forming
· orientation period
· this is where you meet everyone, introduce each other and learn what is expected
· 2) Storming
· when personalities come out from the members as they clarify their roles and expectations. Differences surface
· 3) Norming
· members resolve their differences and accept each others place in the team. Norms and values and cohesion are set. Role of team leader is established
· 4) Performing
· members focus on solving problems and accomplishing tasks
· 5) Adjourning
· this is when team disbands after wrapping it up and summarizing the team experience. May present plaques etc

LO 9.4 Relate cohesiveness and norms to effective team performance

Team Cohesiveness

· extent to which team members feel they are apart of the team and motivated to remain part of it
· increases when members interact a lot, share common attitudes and goals and enjoy being together
· teams that are cohesive achieve higher levels of performance and consistently perform better
· team building retreats are an example of encouraging this

Team Norm

· standard of conduct shared by team members that guide behaviour
· can be positive or negative
· ex. Positive like contributing to accomplishing goals) or negative (like fuck it, lets relax a bit with walid and Sammy)
· help guide cohesiveness, identifies team members expectations and standard of conduct during meets and a shared vision
· cohesiveness builds positive norms

LO 9.5 Describe the factors that cause conflict in teams and ways to manage conflict.

· Main source of conflict is disagreement over goals and priorities
· Cognitive Conflict
· A disagreement that focuses on the problem and issue at hand
· Helps to further analyze and resolve difference to find the best solution
· Affective Conflict
· A disagreement that focuses on individuals or personal issues
· Can result in anger, hostility, cynicism, and apathy
· Other causes of conflict can be over tired, over stressed, clashing personality and diversity
· Team leaders should facilitate good communication so team members respect each other. Where differences are appreciated. 

LO 9.6 Explain the importance and process of effective communication.

· Managers spend 80 percent of their time in direct communication with others
· Company recruiters rate effective communication as the most important skill they’re looking for in hiring new employees

Process of Effective Communication
· It’s a step by step process that involves six elements: 
· 1) Sender 2) Message 3) Channel 4) Audience, 5) Feedback, and 6) Context
· * noise is any interference with the message

Communication in low – context culture 
· tend to rely on explicit written and verbal messages
· CDA, US, Swiss

Communication in high – context culture
· depend not only on message but non verbal cues like body language, past and present experiences and past relationships
· India, Japan


LO 9.7 Compare the different types of communication.

· 1) Oral Communication
· through speech, voice mail, video conference
· Cynical (defensive) listening – receiver feels the sender is trying to gain some advantage from communication
· Offensive listening – receiver tries to catch speaker in a mistake
· Polite listening – receiver listens to be polite, but doesn’t communicate
· Active listening – req’s involvement with information and empathy with speaker’s situation
· 2) Written Communication
· letters, memos email, faxes. Through writing
· email very effective – volume, security and retention
· 3) Formal Communication
· communication thru chain of command within org
· internal: memos, reports, written proposals
· external: letters, oral presentations, press conference
· open and honest communication is key, employees feel free to express opinions
· Open Communication: employees are valued, high level of trust exists, conflict is invited and resolved positively, creative dissent welcomed, employee input solicited, well informed and feed back ongoing
· 4) Informal Communication
· communication outside formal channels. The grapevine
· rumours can spread, weaken morale
· grapevine can help manager get a feel for morale of companies, understand anxieties of workforce and evaluate effectiveness of formal communication
· 5) Non-verbal Communication
· actions and behaviours, dress and makeup facial expressions

LO 9.8 Explain external communication and methods of managing a public crisis.

· External Communication
· Exchange of info sent btwn org and it’s major audiences
· Customers supplier general public etc

· Public Crisis
· Respond quickly
· Put top company management in front of news media
· Stick to facts
· When you don’t know, offer to find out
· Recognize existence of problem
· Speak briefly and clearly
· – this way you can regain trust and prevent disaster from growing

Chapter 10 – Production

LO 10.1 Explain the strategic importance of the production function.

· Production is vital for creating money to pay employees, lenders and stockholders
· Effective production can:
· Lower firms cost of production
· Boost quality of goods and services
· Allow it to respond dependably to customer demands
· Enable it to renew itself by providing new products

3 Types of Production
· Mass Production – manufacture large quantities by using combo of employees with specialized skills
· Flexible Production – more cost effective for producing smaller runs. Uses IT, programmable equipment and skilled ppl to produce different kind of cars for ex at same time
· Uses IT to share detail of customer order, programmable equipment to fill order, and skilled ppl to carry it out
· Customer-driven production – assesses customer demands in order to make connection btwn products manufactured and products bought. Products aren’t made till orders received

LO 10.2 Identify and describe the four main categories of production processes.

Production Process (4 Types)

· 1) Analytic Production System
· reduces raw materials to its components to extract one or more components. Ex. Junk yard to scrap metal
· 2) Synthetic Production System
· reverse of analytic production system
· combines raw materials to produce finished products, ex wood and bolts to chair
· 3) Continuous Production System
· generates finished products over a long period of time
· 4) Intermittent Production System
· generates production in short production runs, shutting down machines frequently and changing configurations to produce different products

LO 10.3 Explain the role of technology in the production process.

Role of Technology

· Robot – reprogrammable machine capable of performing variety of task humans would find boring and repetitive
· Computer-aided Design (CAD) – process used by engineers to design parts and entire products on computer
· Engineers now work faster with few mistakes becuz of CAD
· Computer-aided Manufacturing (CAM) – computer tool that a manufacturer uses to analyze CAD output and the steps a machine must take to produce a needed product
· Flexible Manufacturing System (FMS) – a production facility that workers can quickly change to manufacture different products. Linked by electronic controls that direct activities at each stage of manufacturing
· Computer- Integrated Manufacturing (CIM) – integrated production system that uses computers to help workers design products, control machines, handle materials, and control the production function

LO 10.4 Identify the factors involved in a plant location decision.

Plant Location Decision

· 1) Transportation
· closeness to markets
· closeness to raw materials
· availability of transportation options 
· 2) Physical Factors
· water supply
· energy
· hazardous wastes
· 3) Human factors
· labour supply
· local zoning regulations
· community living conditions
· taxes
· - firm must often prepare an environmental impact study that analyzes how a proposed plant would affect quality of life

LO 10.5 Explain the major tasks of production and operations managers, and outline the three activities involved in carrying out the production plan.
LO 10.6 Identify the steps in the production control process.

Production Managers & Their Tasks

· supervise work of ppl and machinery to covert inputs into finished goods and services

· 1) Planning the Production Process
· decide what goods and services to offer and convert them to final specifications
· design most efficient facilities to produce these products
· orgs are moving towards team oriented structures

· 2) Selecting the Most Appropriate Layout
· select best layout for firm’s facilities
· a good one can reduce costs, material handling, improve product flow etc
· process layout – groups machinery and equipment according to their functions
· product layout – production equipment along a product flow line and work process moves along this line. Effciently produces a large number of similar items
· fixed position layout – places the product in one spot and workers material and equipment come to it, like bridges and ships, aircrafts
· consumer-oriented layout – arranges facilities to enhance interactions btwn customers and its services. Ex banks and other service industries

· 3) Carrying Out The Production Plan
· involves decision to make, buy or lease – factors include cost, availability of reliable outside suppliers, duration of supply needs and need for confidentiality
· Select best suppliers
· Based on comparison of quality, prices, dependability and services offered by competitors
· Having an alternative supplier helps during strikes

Controlling Inventory
· Inventory control: a function that balances cost of carrying inventory with need to have in stock to meet demand
· Pertual inventory – systems continually monitor amount and location of stock
· Vendor-managed inventory – inventory control functions are handled by suppliers
· Just-in-time (JIT) System
· Broad management philosophy, allow managers to reduce amount of inventory on hand. These systems can save money but req effective communication and management to work well. Used in medical supplies field
· Materials Requirement Planning (MRP) 
· Computer based production planning system that ensures a firm has all the parts and materials it needs to produce its output at right time and place in the correct amounts. Has dates and lists exact quantities needed to produce item

· 4) Controlling the Production Process
· create well defined procedure for coordinating ppl, materials and machinery to provide greatest production efficiency
· production planning determines amount of resources org needs to produce a certain output
· Routing – determines the sequence of work.
· Depends on nature of goods and services
· Depends on facility layout
· Managers develop timetable to specifiy how long each operation in production process takes
· Scheduling includes using PERT and GANT diagrams
· PERT – outlines critical path to identify to managers the sequence of operations with the longest time for completion
· GANTT – track projected and actual work. More effective for simple projects
· Dispatching – phase of production control process where manager dictates who will do what and time allotted
· Follow Up – point where managers spot problems in production process and determine needed changes
· if problems occur, managers return to the first step and make adjustments. Continuous evaluation

LO 10.7 Discuss the importance of Quality Control.

· Poor quality can account for a 20 pct loss in revenue
· Benchmarking – process of looking at how well other companies perform business functions or tasks and using their performance as a standard for measuring company performance
· Quality control – measuring output against quality standards
· Many companies evaluate quality using the Six Sigma concept
· Six sigma is a concept used by many large orgs to reduce the defects in output, processes and transactions

ISO Standards 
· International organization for standardization
· Mission to develop and promote international standards for business government and society
· Aim to improve and encourage global trade and cooperation
· ISO 9000 – series of standards that sets reqs for quality process
· ISO 14000 – sets standards for operations that minimize harm to the environment – 
· Orgs report significant benefits from these standards such as increased efficiency, better team work, improved customer satisfaction, and reduced consumption of resources

Chapter 11 – Consumer Driven Marketing

LO 11.1 Summarize the ways in which marketing creates utility

Marketing

· Org function for creating and communicating value to customers and managing customer relationships
· Research potential market, produce a good/service
· Best marketers give consumers what they want and anticipate consumers’ needs before they surface
· Marketing is more than just selling, its research, production, promotion, pricing and distribution
· Facilitating and creating exchange process is big part of marketing
· Exchange process = two or more parties trade something of value (goods or cash)

Marketing Creates Utility

· Utility = power of a good or service to satisfy a want or need
· 1) Time Utility 
· making good or service available when customers want it
· 2) Place Utility
· making product available in a location convenient for customers
· 3) Ownership Utility 
· organized transfer of goods and services from seller to buyer
· Company’s production function creates Form Utility by converting raw materials, component parts, and other inputs into finished goods and services

LO 11.2 Discuss the marketing concept

· Production era started and the theme “a product will sell itself”
· Sales era was next – creative advertising and selling will overcome customers’ resistance and convince them to buy
· Then came the Marketing Era – “the consumer is king! Find a need and fill it”
· Lastly came the Relationship Era – “long term relationships lead to success” – companies emphasized customer satisfaction and building long term relationships

Marketing Concept

· Company wide consumer focus on promoting long term success
· Firm starts with analysis of customers’ needs and works backward to offer products that fulfill them
· Explained by shift from sellers market. There is strong competition to satisfy customers

LO 11.3 Describe not-for-profit marketing, and identify the major categories of nontraditional marketing

Major Categories of Nontraditional Marketing
· 1) Person Marketing
· effort designed to attract attention and interest and preference of target market toward person ex Sydney Crosby to love of hockey and tim hortons
· 2) Place Marketing 
· attempts to attract ppl to a particular area ex B.C “super natural”
· 3) Event Marketing
· marketing or sponsoring short term events such as athletic competitions and cultural and charitable performances ex jazz festival
· 4) Cause Marketing
· marketing that promotes awareness of a cause or social issue or raises money for a cause or social issue such as drug abuse prevention or childhood hunger ex. Protecting animals from “”
· 5) Organization Marketing
· influence consumers to accept goals of organization, receive services from org, or contribute. Ex. University of Ottawa

Not Profit Marketing
· sames as for profit marketing

LO 11.4 Outline the basic steps in developing a marketing strategy

Marketing Strategy 

· 1) Study and analyze potential target markets and choose among them
· Selecting Target Market
· 2 types of markets
· Consumer product (B2C) – purchased by end users
· Business (B2B) product -  purchased to be used for prod. Ex computer (for consumer and business
· Marketers study individuals and and market for need.
· 2) Create a marketing mix to satisfy the chosen market
· blending of four elements of marketing strategy to fit satisfy chosen customer segments
· Product strategy
· Nature of product, package design, brand names, trademarks
· Distribution strategy
· Ensures customers receive their purchases in proper quantities at right times and locations
· Promotional strategy
· Blends advertising, personal selling, sales promo, and public relations to achieve goal of informing and persuading purchase decisions
· Pricing strategy
· Sets profitable and justifiable prices for firm’s product offerings, sometimes subject to govt scrutiny
· Marketing success depends on mix of all these
· marketing plan – key part of firms overall business plan. It outlines marketing strategy, sales, revenue goals marketing budget and timing for implementing the elements of marketing mix

LO 11.5 Describe the marketing approach

For International Markets – Marketing Mix

· 1) Standardization 
· offer same marketing mix in every market
· works best with B2B goods, needs lil sensitivity to nation’s culture
· 2) Adaptation
· means developing a unique marketing mix to fit each market’s local competitive conditions, consumer preferences, and govt regulations
· often seen in food and restaurants. Duck in subway lol
· 3) Mass Customization
· allow firm to mass produce G and S while adding unique features to individual or small groups of orders

· Marketing research must be obtained to aid good marketing, internal (financial records, sales, profitability) or external data
· Business intelligence – field of research that uses activities and technology for gathering, storing and analyzing data to make better competitive decisions
· Data mining – use of computer search for customer data to detect patterns and relationships

LO 11.6 Identify and explain each of the methods available for segmenting consumer and business markets

Market Segmentation

· Process of dividing total market to relatively similar groups
· Attempts to isolate traits that distinguish a certain group of customers from overall market
· Effectiveness is determined how much it stands to all the criteria
· The criterions are
· 1) A segment must be a measurable group – ex. Data can be collected on college student purchases
· 2) A segment must be accessible for communication – more seniors are on online n can be reached thru internet
· 3) A segment must be large enough to offer profit potential – specialty retail chain may prefer to locate in a large market
· market for consumer and businesses differe in segmentation

Consumer (B2C) Markets
· Segmented by 4
· 1) Geographical – region, province
· 2) Demographic – age, gender occupation
· 3) Psychographic – lifestyle, attitudes, values
· 4) Product-Related – comfort, safety, convenience

Business (B2B) Markets

· 1) Geographical – geographically concentrate industries
· 2) Demographic – sales revenue, number of buyers and employee
· 3) End-Use – product, design specs, price and performance

LO 11.7 Outline the determinants of consumer behaviour

Consumer Behaviour

· End consumers activities that are directly involved with consuming and obtaining and disposing of products and the decision process before and after these actions
· 1) Personal Factors 
· needs and motives, perceptions, attitudes learned experiences
· 2) Interpersonal Factors
· cultural social family influences
· 3) External Factors
· economic events

· Business buying behaviour – include variety of influence from multiple decision makers within org

LO 11.8 Discuss the benefits of and tools for relationship marketing

Relationship Marketing

· Developing and maintaining long term , cost effective exchange relationship with partners
· Consumers only enter into the rela if it benefits them
· Rela marketing – seek to achieve customer satisfaction as its ultimate goal
· Includes customers, suppliers and employees
· Benefits:
· Lower costs, higher profits, and protection against competitors for business
· Lifetime value of a customer – you get not only revenue but customer referrals for a customer.
· Stronger relas with business partner and opportunities to combine capabilities and resources to accomplish goals. Ex best buy and iphones
· Attracting a new customer cost five times as much as keeping an existing customer
· Long term customers do not just reduce marketing costs, they usually buy more, require less service, refer other customers and provide valuable feed back

One-to-One Marketing

· Customize products and marketing and rapidly deliver goods
· Customer relationship management
·  (CRM) software helps companies gather, sort, and interpret data about specific customers
· this allows companies to employ mass customization to meet customer needs 
· depends on technology to manage one to one relationships


Chapter 12 – Product and Distribution Strategies

LO 12.1 Explain marketing’s definition of a product; differentiate among convenience products, shopping products, and specialty products; and distinguish between a product mix and a product line

· Product – bundle of physical, service and symbolic characteristics designed to satisfy consumer wants
· Consumer Products:
· 1. Convenience Products
· items ppl seek immediately with lil effort
· 2. Shopping Products
· typically purchased after consumer compares competing prices
· 3. Specialty Products
· items a purchaser is wiling to make a special effort to obtain
· brand name, warranties, product image play a decision about purchase

Services

· different from goods
· it’s intangible, perishable (can’t stock it), difficult to standardize (no service is the same) and service provider is the service
· falls under same, convenience, shopping and specialty as tangible products

LO 12.2 Briefly describe the four stages of the product life cycle and their marketing implications

Product Life Cycle

· 1. Introduction
· firm promotes demand for new offering, inform market about it and give free samples to entice consumers to buy
· explain features uses and benefits
· losses are common due to low sales and high cost of promo, estab distrib channels and training sales force about products advantages
· 2. Growth
· sales climb quickly, as new customers join
· begin to earn profits on new product
· price completion occur when new firms enter
· 3. Maturity
· sales eventually reach saturation
· competition intensifies, drop in prices
· firm promote aggressively to protect market share and distinguish themselves
· 4. Decline
· sales fall and profits decline
· can be caused by product innovation or shift in consumer preferences

Marketing Implications

· marketer objective to extend life cycle as long as product is profitable
· goals are 
· increasing customers frequency of use
· adding new users
· finding new uses for product
· changing package sizes, labels and product designs
· firm can develop new products, increase distribution coverage or new promotional campaign
· new product development, expensive, time consuming and risky
· only one third of new products become success stories

LO 12.3 Explain how firms identify their products

Product Identification

· 1) Brand
· name term sign symbol design or combo that identifies product and show how they differ from competitors
· good brands easy to pronounce, recognize and remember
· include design, slogan and product features such as colour and shape
· 2) Brand Name
· part of brand that is made of words or letters to form a name
· identify a firms products and show how they differ from competitors
· 3) Trade Mark
· brand that has legal protection

Brand Categories

· 1. Manufacturer’s Brand
· offered and promoted by manufacturer
· ex. Cheerios, Tide, Windex, Nike
· 2. Private Brand
· not linked to manufacturer but carries wholesaler or retailer label
· Loblaw’s PC foods, Sears etc
· 3. Family Branding Strategy
· uses a single brand name for several related products
· Johnson & Johnson, Hewlett Packard etc
· 4. Individual Branding Strategy
· give each product within line a dif name
· Proctor and Gamble products Tide, Cheer and Dash

Brand Loyalty

· 1. Brand Recognition
· consumer is aware of brand but doesn’t have preference for it over other brands
· 2. Brand Preference
· consumer chooses one firm brand over a competitor
· 3. Brand Insistence
· consumer will seek out brand and accept no substitute (ultimate degree of brand loyalty)
· customer loyalty raises brand value so marketers wanna strengthen this
· when brand image suffers, marketers try to recreate a positive image
· brand building strategies once limited to consumer goods but are becoming more important for B2B brands

LO 12.4 Outline and briefly describe the major components of an effective distribution strategy 

Effective Distribution Strategy

· 1. Distribution Channel
· path that products and their legal ownership follow from producer to consumer or business
· 2. Physical Distribution
· actual movement of products from producer to consumers or business users
· marketing channels are made up of retailers and whole salers that move products

LO 12.5 Distinguish between the different types of wholesaling intermediaries

· main role of marketing intermediaries is reducing number of transactions required by consumers becuz they consolidate locations where consumers can purchase
· it becomes the core if you think about it
· wholesalers buy products from producers and resells them to retailers
· crucial for redistribution ex Sysco
· retailers differ by selling to individual consumers for their own use. Macs milk etc

LO 12.6 Describe the various types of retailers, and identify retail strategies

Non-Store Retailers

· 1) Direct-Response Retailing
· reaches prospective customers through catalogs, telemarketing, magazine, television ads
· shoppers order by mail, telephone, computer or fax machine or pick up at local store
· 2) Internet Retailing
· growing at 5% per year
· sales through virtual fronts, web based sellers
· 3) Automatic Merchandising
· provides convenience through vending machines
· 4) Direct Selling
· direct-to-consumer sales and party-plan selling methods
· common with doctors and pharmaceutical reps

LO 12.7 Identify the various categories of distribution channels, and discuss the factors that influence channel selection

Selecting Distribution Intensity

· Distribution Intensity – number of intermediaries or outlets thru which manufacture distribs products
· 1. Intensive Distribution
· involve firm products in nearly every available outlet and reqs cooperation of many intermediaries
· suits low priced goods like milk newspapers and soft drinks
· 2. Selective Distribution
· manufacturer selects limited number of retailers to distribute its product lines
· can reduce total marketing costs and establish strong working relationships within this channel
· 3. Exclusive Distribution
· limits market coverage in a specific geographical region that will enhance a product’s image
· unique for prestige products that may be expensive or when the producer wants to control the customer experience

Logistics and Physical Distribution

· 1. Supply Chain
· complete sequence of suppliers that help create good or service and deliver to business users and consumer
· 2. Logistics
· process of coordinating flow of goods, services and info among members of supply chain
· 3. In Physical Distribution
· activities aimed at efficiently moving finished goods from production to consumer or business buyer

Customer Service

· Customer Service Standards – measure quality of service a firm provides for its customers
· Warranties – firms promises to repair a defective product, refund money paid or replace product if proves unsatisfactory
· Internet retailers have worked to humanize their customer interactions and deal with complaints more effectively
· Customer service is vital of both product and distribution strategies
· Customer has own standards too, and choose suppliers that meet or exceed those standards

Chapter 13 – Promotion and Pricing Strategies

LO 13.1 Discuss how integrated marketing communications relates to a firm overall promotional strategy, explain the concept of a promotional mix, and outline the objectives of promotion

· Promotion – function of informing, persuading and influencing a purchase decision
· Integrated Marketing Communications (IMC) 
· Coordination of all promotional activities – media advertising personal selling, sales, direct mail, and public relations to produce a unified customer focus and promotional strategy
· Allows marketing managers to focus objectives and marketing goals
· Must take a broad view and plan for all form of customer contact
· Create unified personality and message for good, brand or service
· Media options continue to increase, and marketers cant rely on traditional broadcast, print media and direct mail
· Packaging, store displays, sales promotions, sales presentations and online and interactive media also communicate info about a brand or org
· Coordinated activities increase effectiveness of reaching and serving target markets
· Use everything you got to sell sell sell!

Promotional Mix

· Combo of personal and non personal selling that marketers use to meet needs of a firms target customers and to effectively communicate message to them
· Personal selling = most basic form of promotion, direct person to person promotional presentation to potential buyer
· Nonpersonal selling = form of selling such as advertising, sales promotion, direct marketing and public relations
· Each org needs to blend the many type of promo into a unified plan, so they can meet needs of of firms target customers
· Manufactures of B2B products typically spend more on personal selling than on advertising becuz may require larger investments
· Consumer goods more on non personal selling, and focus on sponsorship and advertising

· Elements of Promotional Mix
· 1) Advertising
· reach large consumer audience at low cost
· strong control of message
· message can be modified to suit dif audiences
· cons:
· difficult to measure effectiveness
· limited value to close sales
· 2) Personal Selling
· msg can be tailored for each customer
· produces immediate buyer response
· effectiveness easily measured
· cons:
· high cost per contact
· high expense and difficulty of attracting and retaining effective salespeople
· 3) Sales Promotion
· attracts attention and creates awareness
· effectiveness is easily measured
· produces increases in short term sales
· cons:
· difficult to differentiate from similar programs of competitors
· nonpersonal appeal
· 4) Public Relations
· improves trust in product and firm
· creates positive attitude about product and company
· cons:
· difficult to measure effectiveness
· often devoted to non marketing activities
· 5) Sponsorships
· viewed positively by consumers
· enhance brand awareness
· cons:
· difficult to control message

Objectives of Promotional Strategies

· marketers often pursue more than one strategy at same time
· promotion can be used to differentiate offering from competition by using positioning (marketers try to establish their products in minds of customers byt communicating to buyers the meaningful differences about the attributes, price, quality or use of a good or service)
· 1. Differentiate Product
· ex. Compare performance of 2 leading products
· 2. Provide Information
· ex. Print ad describe features
· 3. Stabilize Sales
· ex. Promote low weekend rates for hotels
· 4. Increase Sales
· ex. End of aisle grocery displays
· 5. Highlight Product Value
· ex. Warranty programs and guarantees

LO 13.2 Summarize the different types of advertising and advertising media

Advertising and Product Life Cycle

· 1. Informative Advertising
· used to build initial demand for product in introductory phase
· 2. Persuasive Advertising
· attempt to improve the competitive status of a product, institution, or concept, usually in its growth and maturity stage
· 3. Comparative Advertising
· compares products directly with competitors, either by name or by inference
· 4. Reminder-oriented Advertising
· maintains awareness of importance and usefulness of a product in its late maturity or decline stages
· main goal of advertising is to inform, persuade, or remind

Types of Advertising

· 1. Television
· easiest way to reach large number of consumers
· leading but most expensive advertising medium
· 2. Newspapers
· dominate local advertising
· relatively short life span
· 3. Radio
· commuters in cars are a captive audience
· internet radio offers opportunities
· 4. Magazines
· consumer publications and trade journals
· can customize message for different areas of the country (local ads, wraparounds)
· 5. Direct mail
· avg NA receives 550 pieces annually
· high per person cost, but can be carefully targeted and highly effective
· 6. Outdoor Advertising
· billions spent annually in NA
· requires brief messages
· 7. Online and Interactive Advertising
· widgets – small television screens that carry marketing messages, and embedded links to home sites
· viral advertising – guerilla marketing – creates messages that are novel and spread quick
· 8. Sponsorship
· provide funds for sporting or cultural event in exchange for association with event
· exposure to target audience 
· associate image with event
· 9. Other Media Options
· infomercials – broadcast direct marketing, but sell goods or services
· directory advertising
· ATM commercials/reciepts

LO 13.3 Outline the roles of sales promotion, personal selling, and public relations in promotional strategy

Sales Promotion
· Forms of promotion such as coupons, product samples and rebates that support advertising and personal selling
· This is why it differs from advertising
· Promotion now accounts for more than half of marketing dollars compared to advertising
· Promotion spending is rising faster than ad spending
· Both retailers and manufactures use sales promotions as incentives to buy
· Sales promo lead to short term sales but can also help build brand equity and improve customer relationships
· Ex of sales promo include samples, coupons, contests, displays, trade shows and dealer incentives

Personal Spending

· Many companies consider this key to marketing
· Person to person promotional presentation
· Seller matches firms goods and services to needs of a partic client
· Businesses often spend five to ten times as much on personal selling than advertising
· Firms focus on personal spending on four conditions
· 1) few geographically concentrated customers
· 2) product is technically complex, involves trade-ins, or requires special handling
· 3) product carries a relatively high price
· 4) product moves through direct-distribution channels
· they act as consultants for their customers
· personal selling includes the significant costs of hiring training and benefits and salaries
· field selling refer to sales reps who make sales on prospective customers at their business
· over the counter selling – sales activities in retailing and whole sale locations, where customers visit seller facility to purchase stuff
· telemarketing sales – reps make their presentations over the phone

Sales Process (8)

· 1. Prospecting
· identifying new customers
· 2. Qualifying
· identifying potential customers who have financial ability and buying authority
· done through direct mail responses, personal visits from reps, email and electronic social media
· 3. Approaching
· analyzing available data about a prospective customers product lines and other pertinent information
· 4. Presentation
· tell product story
· 5. Demonstration
· involve customer in presentation
· 6. Handling Objections
· answer questions
· 7. Closing
· ask for the order
· 8. Follow up
· begin process of maintaining customer which will result in future sales

Public relations

· org’s communication and rela with various public audiences
· this is efficient, indirect communications channel for promoting products
· can publicize product and help create and maintain a positive image of company

Publicity

· nonpersonal stimulation of demand for a good service place idea or person by unpaid placement of information in print or broadcast media
· good publicity can promote firms positive image
· negative publicity can cause problems
· benefits not for profits as well

LO 13.4 Describe pushing and pulling promotional strategies

Pushing and Pulling Strategies

· Pushing Strategy
· Personal selling to market an item to whole salers and retailers in a companys distribution channels
· So companies promote product to members of marketing channel not consumers
· Pulling Strategy
· Promote of product by generating consumer demand for it thru advertising and sales promo
· Potential buyers will request suppliers supply it , thereby pulling it thru distribution channels
· Most market situations require combo of push and pull strategies
· Cooperative Advertising 
· Allowances that marketers provide to share with channel partners the cost of local advertising of firms products or product line
· “we’ll both chip”
· B2B products favour pushing strategies
· B2C products favour pulling strategies

LO 13.5 Outline the different types of pricing obectives

Pricing Objectives

· All consumers have limited money and variety of uses for it
· So price is major factor in buying decisions
· Price decisions vary from firm to firm and product to product
· Some set high and some set low for profits
· 1) Profitability Objectives
· common goals that are included in strategic plan of most firms
· maximize profits by reduction costs
· maintain price while reducing package size
· 2) Volume Objectives 
· pricing decisions that are based on market share, percentage of market controlled by certain company
· ex. monopoly or relatively competitive
· as market becomes oversupplied, firms need to find new ways to get consumers to upgrade or try new products
· setting low price can meet that objective since firms still make profit
· 3) Pricing to meet competition
· meet competitors prices
· competitors cant legally work together to set prices
· competition can result in price war
· many firms try to avoid this by using other strategies like adding value, improving quality, educating consumers and building relationships
· 4) Prestige Pricing
· establish a relatively high price to develop and maintain an image of quality and exclusiveness
· recognition of role of price and communicating overall image for firm and products
· products that limited in distribution or are popular that they become scarce generate their own prestige

Price Determination in Practice

· Cost –based Pricing
· Calculating total costs per unit and adding mark ups to cover overhead costs and generate profits
· Total all costs associated with offering a product in market, including research and development, production transportation and marketing expenses
· Markup is added to cover any unexpected or overlooked expenses and provides a profit
· Total is the selling price
· Actual mark up varies by factors like brand image and type of store
· Costbased pricing is common in retail, typical mark up is determined by doubling wholesale price (cost to merchant)

Break Even Analysis

· Pricing related technique used to calculate the minimum sales volume a product must generate at a price to cover all costs
· (Total fixed costs / 1 – Variable cost per unit/Price)
· ex (42000 / 1 – ($14/20) – unit in dollars

LO 13.6 Discuss how firms set prices in the marketplace, and describe the four alternative pricing strategies

· Skimming Strategy – when you have no competition, high price
· Penetration Pricing – introduce new product w low price
· Everyday Low Pricing (discount pricing) – maintaining continuous low pricing using sales promo. Works for walmart
· Competitive Pricing – matching other firms prices and focus on product features to keep market share xbox and ps4

LO 13.7 Discuss consumer perceptions of price
· higher price relates to prestige
· odd pricing appear less than they really are

Chapter 15 – Understanding Accounting and Financial Statements

LO 15.1 Explain the functions of accounting, and identify the three basic activities involving accounting.

Accounting

· process of measuring, interpreting and communicating financial information to support internal and external business decision making
· ex. of users and their applications
· Owners, stake holders, potential investors – to evaluate operations of firm to make investment decisions
· Management – to plan and control
· Employees – to use for contract negotiations
· Lenders, suppliers – to use for credit ratings
· Government agencies – to use for tax liabilities and approve new issues of stocks and bonds
· Open-book management 
· Sharing sensitive financial information with employees and teach them how to understand financial statements
· View financial info may help them better understand how their work contributes to success of company
· Outsiders use financial data to eval investment opportunities

3 Business Activities Involving Accounting

· 1) Financing
· activities that provide the necessary funds to start business and expand it after beginning operation
· 2) Investing
· activities that provide valuable assets required to run a business
· 3) Operating
· activities focus on selling goods and services, but also consider expenses as important element of sound financial management

LO 15.2 Describe the roles played by public, management, government, and not-for-profit accountants.

Public accountants – do for a fee and do 1) auditing 2) tax preparation 3) management consulting

Management accountant – collect financial statements and make financial statements for firms to use accurate and concise info. Should be able to tell where company is going and risk and timely info. There is chartered management accountants

Govt and Not for Profit Accountants – perform professional services similar to firms. The government employs hundreds of accountants. Many not for profits need more accountants, since it is being required that ppl know where there money is going to with not for profit orgs. Transparency brings in big bucks

LO 15.3 Identify the foundations of the accounting system, including GAAP, IFRS, 
and the role of the Accounting Standards Board (AcSB).

Foundation of the Accounting System

· 1) Generally Accepted Accounting Principles (GAAP)
· principles that outline conventions rules and procedures for deciding on acceptable accounting practices at a partic time
· GAAP includes IFRS standards
· 2) Accounting Standards Board (AcSB)
· the org that interprets and modifies GAAP in Canada for private and not-for-profit businesses
· senior execs must personally sign and certify that financial info reported is correct
· 3) International Financial Reporting Standards (IFRS)
· allows for financial statements to be more easily compared from country to country
· purpose is to provide reliable unbiased and consistent info to decision makers
· Corruption of Foreign Public Officials Act – federal law making it illegal to bribe foreign officials to win or continue business
· Government enacted Sarbanes-Oxley Act – known as SOX in response to accounting fraud and the questioning of independence of auditors
· Companies that have publicly traded stock or debt need to comply to SOX

LO 15.4 Outline the steps in the accounting cycle, and define double-entry bookkeeping and the accounting equation.

Accounting Cycle
· Set of activities that are involved in converting info and individual transactions to financial statements
· Deals with Financial transactions between firms and employees, customers, suppliers, and owners
· 1) Basic Data
· receipts, invoices and other document sources related to each transaction
· 2) Processing
· Record – transactions are recorded usually electronically in chronological order in books called journals, along with a brief explanation for each entry
· Classify – journal entries are transferred, or posted, usually electronically to individual accounts kept in a ledger
· All entries involving cash are brought together in ledger’s cash accounts, and entries in sales recorded in ledgers sales account
· Summarize – all accounts in ledger are summarized at the end of accounting period and financial statements are prepped from these account summaries
· 3) Financial Statements
· Balance Sheet, Income Statement, Statement of Owner’s Equity and Statement of Cash Flows

Accounting Equation

· Asset – anything with future benefit owned or controlled by firm
· Buildings, supplies, cash, accounts receivable etc
· Liability – claim against a firms assets by creditors
· Owner’s Equity  - funds that owners invest in business plus any profits not paid to owners in form of cash dividends
· Often used as evidence of firm’s financial strength and stability
· Accounting Equation
· Relationship that should reflect a firms financial position at any time
· Assets should always equal the sum of liabilities and owners’ equity
· Assets = Liabilities + Owner’s Equity
· Double-entry Bookkeeping
· Process used to record accounting transactions
· Each single transaction is always balanced by another transaction
· Becuz assets must always equal liabilities and owners equity, each transaction must have two or more effects on the accounts

Impact of Computers

· Simplifies accounting process by automating data entry and calculations
· There are available products for businesses of diff sizes
· Entrepreneurs and small businesses can use Quickbooks and Sage 50
· Larger firms use more sophisticated packages like Oracle and SAP
· There is also software that handles accounting information and has other currencies and languages as an option
· Web software packages allow users to complete accounting systems from anywhere using standard browser

LO 15.5 Explain the functions and major components of the four principal financial statements: the balance sheet, the income statement, the statement of owner’s equity, and the statement of cash flows.

Four Principal Financial Statements

· 1) Balance Sheet
· statement of firms financial position
· what it owns and claims against assets at partic point in time
· essentially a photograph of firms assets together with liabilities and owner’s equity
· follows the accounting equation
· allows orgs to meet current obligations and needs throughout its profitability, overall financial health and liquidity position
· known as statement of financial position under IFRS
· 2) Income Statement
· financial record of company’s revenue, expenses, and profits over a specific period of time
· reports profit or loss
· focus on revenues and costs assoc with revenues
· income statement is more like a video
· maintains the info to calc financial ratios
· a statement of comprehensive income under IFRS, and sometimes called profit or loss statements
· key focus on bottom line
· keeping costs under control is important part of running business, whereas many push for revenues without managing costs
· helps decision makers focus on overall revenues and costs needed to generate them 
· 3) Statement of Changes in Equity
· record of change in equity of one fiscal period to end of next fiscal period
· begins with amount of equity shown on balance sheet
· net income is added, and cash dividends paid to owners are subtracted
· new owner’s equity is reported on balance sheet for the current year
· 4) Statement of Cash Flows
· a record of sources and uses of cash during a period of time
· this report is important – inadequate cash flow is a reason for many business failures
· shows cash payments from operations, investments and financing during a specific accounting period
· Accrual Accounting
· Accounting method that records revenue and expenses as they occur, not when cash actually exchanges hands

LO 15.6 Discuss how financial ratios are used to analyze a company’s financial strengths and weaknesses.

Financial Ratios

· Ratio Analysis
· Tool for measuring firm’s liquidity, profitability, and reliance on debt financing, and how effective management uses firm’s resources
· Help managers interpret statements by comparing data about firm’s current activities
· Help managers interpret actual performance and making comparisons to what should have happened
· Managers compare their ratios with other similar companies to understand their firm’s performance compared with competitors results.
· Categories: 

[image: ]
· Liquidity Ratio measures firms ability to meet its short term obligations
· Current assets/Current Liabilities
· Current ratio of 2 to 1 is satisfactory
· Acid-Test Ratio measures ability of firm to meet debt payments on short notice
· Current assets – inventory / Current Liabilities
· Acid ratio of >1 shows strong level of liquidity
· Activity (Efficiency) Ratio measures how effectively management use firms resources
· Inventory Turnover Rate indicates the number of times merchandise moves through business
· Cost of Goods Sold / Average Inventory
· Can vary from firm to firm
· Total Asset Turnover Ratio indicates how much in sales each dollar invested in assets generate
· Sales (revenue) / Average Total Assets
· Higher total asset ratios indicate great efficiency

LO 15.7 Describe the role of budgets in a business.

Business Budgets

· Orgs plan for how it will raise and spend money during a specific period of time
· Shows firm’s expected sales revenue, operating expenses, cash receipts, and cash expenses
· Can be thought of as short term financial plan
· Becomes standard, actual performance is compared against
· Are financial blueprint that serves as financial plan
· Technology has improved the efficiency of budgeting
· Individual budgets add up from different sectors, advertising, capital expenditures etc
· Much of budget development is organized by accounting department
· Cash budget – tracks firms cash inflows and outflows
· One of the most important budgets prepped by firm

LO 15.8 Outline accounting issues facing global business

Global Issues Facing Accounting

· Accounting procedure and practices must be adapted to accommodate an international business environment
· Exchange rates
· Consolidated financial statements must reflect gains and losses due to changes in exchange rates
· Can have significant impact on financial statement
· As market economies in countries have developed, accountant demand has increased
· GAAP requires Canada to adjust earnings to reflect changes in exchange rates
· Weak dollar increases earning of Canadian firm that has international operations, strong dollar has opposite effect

Chapter 17 – Financial Management

LO 17.1 Define finance, and explain the role of financial managers.

Finance

· Business function of planning obtaining and managing company funds to accomplish its objectives as effectively and efficiently as possible
· - maximize overall worth
· - meeting expenses
· - investing in assets
· - increasing profits to shareholders
· company must have enough funds to buy materials equipments and other assets
· needs to have enough money to complete other tasks successfully in present and future

Role of Financial Managers

· executives who develop and carry out firms financial plan and decide on the most appropriate sources and uses of funds
· a lot of CEOs are being promoted from CFO’s since finance is so important
· CFO reports to CEO
· Vice President for Financial Planning is responsible for prepping financial forecasts and analyzing major investment decisions
· Treasurer is responsible for the company’s financing activities, including cash management, tax planning and preparation
· Controller functions include keeping company’s books, preparing financial statements and conducting internal audits
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· Risk-Return Trade Off
· Process of maximizing wealth of firms shareholders by striking balance between risk and return
· Obtaining too much risk can be risky, while maintaining too much cash reduces the risk of meeting unexpected cash needs
· But cash on hand doesn’t earn money and could be invested for profitability

LO 17.2 Describe the parts of a financial plan and the financial planning process.

Financial Plan

· Document that specifies the funds needed by a firm for a period of time, timing of cash inflows and outflow, and most appropriate uses of funds
· Financial plans answer the questions what funds will the firm require during planning period, when will firm need additional funds, where will the firm obtain the necessary funds
· Based on forecast of production costs, purchasing needs, plant equipment expenses and sales activities of given period
· Operating Plan – short term financial plan that focus on more than a year or two
· Strategic Plan – financial plans that have a longer time horizon upto five or ten years

LO 17.3 Outline how organizations manage their assets.

Short Term Assets

· Aka current assets
· 1) Cash
· day to day expense purchases
· 2) Marketable securities 
· low risk securities that have short maturities and can be easily sold
· 3) Accounts Receivable
· reps uncollected credit sales
· 4) Inventory
· reps largest single asset for many firms like retailers

Capital Investment Analysis

· long-lived assets
· produce economic benefit for more than one year
· substantial investments
· Expansion: new assets
· Replacement: upgrading assets
· “bricks and mortar” investments – means purchasing or creating a building. Risky because of growth of e-business

International Assets

· sales occur outside home country like RIM
· requires management of activities to reduce the financial risk of exchange rates
· financial managers must hedge the risk associated with exchange to reduce risk
· by reducing the risks, it will improve the financial performance of the firm which can have a positive impact on its share price

LO 17.4 Compare the two major sources of funds for a business, and explain the concept of leverage.

Source of Funds for Business

· 1) Debt Capital
· funds obtained from borrowing
· 2) Equity Capital
· consist of funds provided by firms owners when they reinvest their earnings, make additional contributions, liquidate assets, issue shares to general public, or raise capital from outside investors
· as company uses more debt, risk to company increase, firm need to make interest payments on money borrowed
· choosing more debt a company has to pay increases fixed costs, which makes company sensitive to changes in sales revenues
· debt is frequently the least costly method of raising additional financing dollars, which is why it is so frequently used

Leverage and Capital Structure Decisions

· Goal – increasing rate of return on funds invested by borrowing funds
· Raising needed cash by borrowing allows firm to benefit from principle of leverage
· The key is to ensure a company’s earnings remain larger than its interest payments. Increases the leverage on rate of return on shareholders investment
· If company earn less than interest payments, shareholders lose money
· Equity companies raise all of its funds through sales of company stock
· Leverage companies obtain 50% of funds from lenders who purchase company bonds and pay 10% interest on those bonds and get the other 50% through equity
· Leverage increases potential returns to shareholders but increase risk as well
· Equity – if earnings double, return to shareholders double from 10% to 20%
· Leverage – if earnings double, return to shareholders earn more from 10% to 30%

LO 17.5 Identify sources of short-term financing for business operations.

Short Term Funds

· Current liabilities
· Less expensive
· Volatile interest rates
· 1) Trade Credit
· extended by suppliers when a firm receives goods and services. Firm agrees to pay for them at a later date
· 2) Short Term Loans
· can be used to finance inventory and accounts recievable
· 3) Commercial Paper
· short term IOU sold by a company
· typically sold in multiples of 100k to 1 million. They usually have a maturity that ranges from 1-270 days
· although commercial paper is an attractive short term financing option, only a small percentage of businesses can issue it
· access is limited to large financially strong corporations

LO 17.6 Discuss long-term financing options.

Long Term Funds

· Long term debt and equity financing
· Used for long term assets
· 1) Public Sale of Shares and Bonds
· rep major source of funds for corporations
· 2) Private Placements
· when small group of major investors such as pension funds and insurance companies privately invest in a company prvately.
· 3) Venture Capitalists
· important souce for new companies
· highly profitable, high risk exchange for ownership share
· 4) Private Equity Funds
· investment companies that raise funds from wealthy individuals and institutional investors and use those funds to make investments in companies privately off of stock exchange
· 5) Hedge Funds
· private investment companies that are available only to qualified large investors
· unlike venture capitalists and private equity funds, hedge funds prefer to purchase existing shares and bond issues instead of investing directly

Dividend Policies

· Periodic cash payments to shareholders
· Financial managers must make decision regarding dividend policy, should they pay and when should it be paid?
· Some pay lots, some pay none

LO 17.7 Describe mergers, acquisitions, buyouts, and divestitures.

Mergers, Acquisitions, Buyouts and Divestitures

· Financial managers evaluate mergers, acquisitions and other opportunities by comparing costs and benefits
· 1) Tender Offer
· proposal made by firm to target firm’s shareholders specifying a price and form of payment for firm shares
· shareholders of both must vote and agree
· 2) Leveraged Buyouts
· transactions where public shareholders are bought out and the firm reverts to private status
· 3) Divestiture
· reverse of a merger, company sells its assets (subsidiaries/facilities)
· Selloff – assets are sold by one firm to another
· Spinoff – divested assets form a new firm








[bookmark: _GoBack]




image1.png
CATEGORY RATIO DESCRIPTION
Liquidity ratios Current ratio Current assets divided by current liabilities
Quick (acid-test) ratio Current assets (minus inventory) divided by current
liabilities
Efficiency ratios Inventory tumover Cost of goods sold divided by average inventory
Receivables tumover Credit sales divided by average accounts receivable
Total asset tumover Revenue or sales divided by average total assets
Leverage ratios Debt ratio Total liabilities divided by total assets
Long-term debt to equity ~ Long-term debt divided by owners’ equity
Profitability ratios Gross profit margin Gross profit divided by revenue or sales
Net profit margin Net profit divided by revenue or sales

Return on equity

Net profit divided by average owners’ equity
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