BUSINESS FINAL STUDY NOTES


1 – MANAGERS AND MANAGING

Management is working with and through individuals (delegation) and groups in order to achieve desired goals.

Positive aspects of a manager: ability t adapt to new situations, inquisitiveness, learning agility, sensitivity to others and self-awareness

Negative aspects of a manager (potential detailers): awareness of arrogance, self-promotion, insensitivity, argumentativeness, impulsiveness and tendency to micro-manage

Hard Skill: accounting, finance, marketing

Soft Skill: human relations, decision making

Management Terms

Organizations: collections of people who work together and coordinate their actions to achieve goals

Resources: assets – land, labour, capital, digital capital

Manager: responsible for supervising the use of organization`s resources to achieve its goal 

Achieving High Performance – A Manager’s Goal

Organizational Performance: measure of how efficiently a manager uses resources to satisfy customers and achieve goals

Efficiency: measure of how well or productively resources are used to achieve goals
Effectiveness: measure of appropriateness of the goals an organization is pursuing and of the degree to which the organization achieves those goals

Goal: long term desired outcome     Objective: steps to take to achieve goals

Efficiency, Effectiveness, and Performance

Low Efficiency/High Effectiveness: does poor job using resources/manager chooses right goals     RESULT: product consumers want, too expensive
Low Efficiency/Low Effectiveness: does poor job using resources/manager chooses wrong goals     RESULT: low quality product consumers want
High Efficiency/High Effectiveness: makes good use of resources/manager chooses right goals     RESULT: product consumers want, good price
High Efficiency/Low Effectiveness: makes good use of resources/manager chooses wrong goals     RESULT: high quality product consumers do not want

MANAGERIAL FUNCTIONS

Four Functions of Management (Fayol)

1. Planning: choose appropriate org. Goals and courses of action to best achieve goals
2. Organizing: establish task and authority relationships that allow people to work together to achieve goals
3. Controlling: establish accurate measuring and monitoring systems to evaluate how well org. Achieves goals
4. Leading: motivate, coordinate, energize individuals and groups to work together to achieve goals
Outcome of planning(Strategy: cluster of decisions about what gals to pursue, what resources to use

Outcome of organizing(Organizational Structure: formal system of task and reporting relationships that coordinate and motivate org. Members so they work together to achieve goals
Organizational Functions: accounting, finance, marketing, human resources

TYPES OF MANAGERS

Department: group of people who work together and possess similar skills or use the same knowledge, tools, or techniques to perform their jobs

Management Hierarchy

Chief Executive Officer (CEO): entrepreneur that founds the organization and begins the management task of organizing 

Top Managers: establish organizational goals, decide how departments should interact, monitor performance of middle managers
Middle Managers: supervise first-line managers, responsible for finding best ways to use resources to achieve goals

First-Line Managers (supervisors): responsible for daily coordination of non-managerial employees

Restructuring: downsizing an org. by eliminating jobs of large numbers of top, middle, and first-line managers and non-managerial employees (many negative effects)

Empowerment and Self-Managed Teams

Empowerment: Expanding employees’ tasks and responsibilities

Self-Managed Teams: groups of employees who supervise their own activities and monitor the quality f g&s they produce

Managerial Roles – Mintzberg

Interpersonal: 1. Figurehead, 2. Leader, 3. Liaison

Informational: 4. Monitor, 5. Disseminator, 6. Spokesperson

Decisional: 7. Entrepreneur, 8. Disturbance handler, 9. Resource allocator, 10. Negotiator 

Roles: set of specific tasks a person performs because of a position they hold (inside and outside org.)
Managerial Skills

Conceptual: ability to analyse and diagnose a situation and to distinguish between course and effect (ability to dream)

Human Skills: ability to understand, alter, lead, and control behaviour of other individuals and groups (interrelate)

Technical Skills: job specific knowledge and techniques required to perform an org. role (day to day)

CHALLENGES FOR MANAGEMENT IN THE CANADIAN ENVIRONMENT

1. Organizational Size: Publicly held org. – companies whose shares are available on the stick exchange for public trading, Privately held org. – companies whose shares not available on stock exchange 
2. Types of Organization: Public sector – civil servants for municipal, provincial, or federal Gov. departments
3. Political and Legal Climate: Unionized org. – managers learn to work with unions to create positive work climate, Interprovincial/International trade, Trade barriers
4. Managing in a Diverse Workplace

CHALLENGES FOR MANAGEMENT IN THE GLOBAL ENVIRONMENT 

Global Organization: org that operate and compete in more than one country

1. Building a Competitive Advantage:

· Increasing efficiency, quality, innovation, responsiveness to customers
2. Maintaining Ethical Standards

3. Utilizing New Information Systems and Technology

PROCESS OF MANAGEMENT

***SEE DIAGRAM IN NOTES!!

Measuring Managerial Performance – 3 E’s of Productivity 
· Economy – hoe money is used
· Efficiency – How effective resources are being used
· Effectiveness – org. meeting goals?
2 – OPTIONS FOR ORGANIZING BUSINESS
1. SOLE PROPRIETORSHIP

· Management and ownership one in the same

· Oldest, most common form in Canada

· Liability: includes responsibility to pay all normal debts and to pay because of court order or law, for performance under a contract, or payment of damages or property in an accident

Advantages

1. Ease of starting and ending business (must be legal)

2. Your own boss

3. Pride of ownership

4. Leaving legacy

5. Retention of company profit

6. No special taxes (only personal income tax, Gov. preferential treatment)

Disadvantages

1. Unlimited liability (risk of personal loss)

2. Limited financial resources

3. Management limitations

4. Time commitment 

5. Few fringe benefits

6. Limited growth

7. Limited lifespan

2. PARTNERSHIP

· General Partnership: all owners share in operating business and assuming liability

· Limited Partnership: Only lose what you put in

· General Partner: unlimited liability and active in managing

· Limited Partner: no management responsibility or liability

· Limited Liability: Responsibility of owner for losses only up to amount they invest (limited partners and shareholders)

Advantages

· More financial resources

· Shared management/pooled skills

· Longer survival

· Shared risk

· No special taxes (personal income tax only)

· Easy to form

Disadvantages

· Unlimited liability(or joint)

· Division of profits

· Disagreements among partners

· Difficult to terminate (too dependant on others) – create partnership agreement!

Partnership Agreement: legal documents that specifies the rights and responsibilities of each partner

Articles of Partnership: prevents misunderstandings and ill-will in future, not required in Canada

1. Always have control

2. Make cure you have prior agreements

3. Business is always worth more when its a going concern

CORPORATIONS 

· An artificial being invisible, intangible, and existing only in the eyes of the law
Advantages 

1. Limited liability

2. More money for investment

3. Size

4. Perpetual life

5. Ease of ownership change and expansion

6. Ease of drawing good employees

7. Separation of ownership and management 

Disadvantages

1. Extensive paperwork

2. Double taxation

3. Two tax returns

4. Size

5. Difficulty of termination

6. Conflict with board and shareholders

7. Initial cost

8. Gov. restrictions

Forming a Corporation

· Done federally or provincially

· Articles of incorporation (letters patent, charter) must be drawn

· Name of corp., location, purpose of business

· Type/# of shares to be issued

· # of directors

Control of Corporations

· Shareholders – owners

· Board of Directors

· Senior Management 

Structure of a Corporation

Owners/Stockholders (elect board of directors)

Board of Directors (hire officers)

Officers (set corporate objectives and select managers)

Managers (supervise employees)

Employees

Corporate Governance: process and policies that determine how an org. interacts with stakeholders, both internal and external

Business Regulations

Registration: articles of incorporation – legal authorization from the federal Gov. for a company to use the corporate format

Reporting and Information: ex – stats Canada usage

Economic/Social Benefits of Corporations

· Most effective form of managing resources

· Professional management and research 

· Higher living standards

Economic/Social Problems

· Bigness (monopolies, morals, price fixing)

· Environmental

· Political

Shareholders

· Owners of corp.

· Two classifications – common (garbage), preferred 

Rights of a Shareholder

1. To vote for board (one vote per share)

· Proxy: giving someone right to vote on your behalf

2. To receive dividends (part of profit) if declared

3. To hold/sell any share of stock registered in name

4. To share in assets on a pro rata basis
· If liquidation, Gov. gets assets before anyone (taxes)
· If money left over, goes to creditors – usually ends
· If money left over, goes to preferred then common
5. Pre-emptive right(right to maintain % ownership of business)
6. To inspect books

How do Corporations Obtain Funds?
Equity Financing

· Selling of shares in business
· Diluting ownership
· Common (residual)
· Vote
· Dividends (if declared, after preferred)
· Share in assets (after preferred)
· More risk, but potential return more
· Preferred
· Usually no vote
· Dividends at certain rate
· Share in assets
· Rate of return attached
· Most preferred shares of stock cumulative
· Some redeemable
· Less risk (hoping for dividends)
Debt Financing

· Borrowing money
· Interest payments
· Date of maturity
Board of Directors

· Represents rights

· Formulates/adopts a set of corporate bylaws

· Oversees/evaluates job of senior mgmt.

· Absolute liability for GST and Income tax

· Liable for 6 months of employee wages

Rights of a Corporation (same as individual)

· Buy, own, sell, manage property

· To sue or be sued

· Recognized as legal owner of business

· To continue forever

Types of Corporations

1. Private (closely held corp.)
· Shareholders limited to 50
· Shareholders cannot sell shares without approval of Board of Directors
· General public not permitted to buy shares or bonds
2. Public

· Can be owned by more than 50
· Can issue shares and bonds on markets
· Usually owned by hundreds of thousands of shareholders
3. Crown

· Business owned and operated by Gov.
· Considered to be a form of public corp.
· Fosters competition
· Some industries too important
4. Mixed

· Jointly owned by Gov. and public
· Politicians do not participate in day-to-day activities
· Most operate in exploration and natural resources
Mergers and Acquisitions

Vertical Mergers: Joining of two companies involved in different stages of related businesses

Horizontal Mergers: Two firms in same industry

Conglomerate Mergers: Two firms in unrelated industries

Leverage Buyout (LBO): Attempt by employees, management, or a group of investors to purchase an organization primarily through borrowing

FRANCHISING

· In business for yourself, not by yourself

· Franchise Agreement: someone with a good idea for a business sets the rights to use the business name and sell the products

· Franchisor: Company that develops a product concept and sells others the rights to make and sell the products

· Franchise: Right to use a specific business’ name and sell their products in a given territory

· Franchisee: Person who buys a franchise

Advantages

1. Management and marketing assistance

2. Personal ownership

3. Nationally recognized name

4. Financial advice and assistance

5. Lower failure rate

Disadvantages

1. Large start-p costs

2. Shared profit

3. Management regulation

4. Coattail effect

5. Restrictions on selling

6. Fraudulent franchises

Other Types ofFranchises

· Home based

· E-commerce

· International Market

Buying a Franchise

· Shop around, do homework

· Get legal and financial advice

· Look for financial stability in franchisor

· Scrutinize business plan and performance statements

Co-operatives

· Org. that is owned by members and customers, who pay an annual membership fee and share in any profits
· Differ from businesses in several ways:
· A different purpose – to meet common needs of members, not max profits
· A different allocation of profit – share among member-owners on basis of how much the use co-op
· Ex: Mountain Equipment Co-op
3 – EVOLUTION OF MANAGEMENT THEORY

Frederick Taylor: father of scientific management 

Time-Motion Studies: began by F. Taylor, of which tasks must be performed to complete a job and the time needed to do each

Principle of Motion Economy: theory developed by Frank and Lillian Gilbreth that every job can be broken down into series of elementary motions

Elton Mayo: conducted Hawthorne studies, changed management emphasis from productivity to human element

Hawthorne Effect: tendency for people to behave differently when they know they are being studied

· Conducted experiment to see which lighting was best for productivity, discovered productivity rose no matter what lighting was because they were being watched

1. Working in groups motivates (cohesive work group)

2. Involved in managerial decisions motivate

3. Special privileges motivates

Maslow’s Hierarchy of Needs

1. Physiological Needs

2. Safety Needs

3. Social Needs

4. Esteem Needs

5. Self-Actualization Needs

Everyone has same needs, were we place emphasis differs.

If manager knows their employees, they can more effectively motivate them.

Herzberg’s Motivating Factors 
1. Sense of Achievement

2. Earned Recognition

3. Interest in Work

4. Opportunity for Growth

5. Opportunity for Advancement

6. Importance of Responsibility

7. Peer and Group Relationships

8. Pay

9. Supervisor’s fairness

10. Company Policies and Rules

11. Status

12. Job Security

13. Supervisor’s Friendliness

14. Working Conditions

Motivators: Job factors that cause employees to be productive and that give them satisfaction

· Work itself, achievement, recognition

Hygiene Factors: Job factors that (can) cause dissatisfaction if missing but not necessarily motivators if increased

· Company policy, pay, working conditions

Job Enrichment: motivational strategy that emphasis motivating the worker through the job itself

5 Characteristics of Work to be Important in Affecting Individual Motivation and Performance

1. Skill variety

2. Task identity

3. Task significance

4. Autonomy

5. Feedback

Job Enlargement: job enrichment strategy that involves combining series of tasks into one challenging and interesting assignment 

Job Rotation: job enrichment strategy that involves employee rotating from one job to another

McGregor’s Theory X and Y, Ouchi’s Theory Z

Theory X – Employees:

1. Lazy

2. Prefer to be controlled

3. Seek security, not responsibility

4. Must be intimidated

5. Motivated by financial rewards

Theory Y – Employees:

1. View work as natural

2. Prefer limited control

3. Seek responsibility 

4. Perform better when not intimidated

5. Motivated by many different needs

Theory Z – Employees:

1. Involvement is key to higher productivity

2. Control is implied and informal

3. Prefer t share responsibility

4. Perform better in co-operative environments

5. Need guaranteed employment, will accept slow promotions

Goal Setting Theory: idea that setting ambitious but attainable goals can motivate and improve performance if goals are accepted, accompanied by feedback, and facilitated by org. conditions

· Improves employee performance by:

1. Stretching intensity and persistence

2. Giving employees clearer role perceptions so effort channelled

Management by Objectives (MBO): system of goal setting and implementation that involves a cycle of discussion, review, and evaluation of objectives among top and middle-level managers, supervisors, and employees

CLASSICAL APPROACH – Systematic Management

Adam Smith – 1776 – Wealth of Nations – Advocate of systemization

· Effectiveness

· Division of labour

· Productivity

· Effeciency

Focused on def. Of duties and responsibility

Led to Scientific Management

· How can management increase level of productivity and motivation?

· F. Taylor

· Standardization, simplification, specialization

· Use $ as incentive (price rate system – every piece you produce of standard – receive bonus)

· Benefits – traditional thinking to scientific management, productivity did increase

· Problems – oversimplification, failed to realize group norms, social needs, pressures

Measurement Time Motion

· Frank Gilbreth

· One best way to perform a job

· Therblig: each operation broken down into unit of motion

· Each person has 17 therbligs
· Results
· Foot levers on garbage cans

· Special chairs for workers

· Redesign of typewriters

· New assembly techniques

Administrative Approach

· Henry Fayol
· Philosophy
· Mgmt. Universal process
· Fit person to job
· Developed General Principles of Management
Fayol’s Principles

1. Division of labour –allows job specialization
2. Authority and Responsibility

3. Unity and Command – only one boss
4. Line of authority – clear chin from bottom to top
5. Centralization – degree to which authority rests at very top
6. Unity of direction – plan of action
7. Equity – treat employees fairly
8. Order – employee put where have most value

9. Initiative – encourage innovation
10. Discipline – respectful employees
11. Remuneration of personnel – Payment system=success
12. Stability of tenure – long term employment
13. General interest over individual interest
14. Esprit de corps – share enthusiasm
Problems – based on observation concerned primarily with structure, human element nothing more than a raw material

Bureaucratic Management

· Max Weber
· Managers should manage in systematic way

· Make decisions based on rules, regulations, and impersonality

· Clear division of responsibility and authority 

HUMAN RELATIONS APROACH 

· 1930’s

· Primarily a result of Hawthorne plant studies**

· What’s stimulating to me, not necessarily stimulating to you

· Maslow’s hierarchy of needs

· Theory X and Z

CONTEMPORARY APPROACH

· 1950’s – 1980’s
· Should mgmt. be considered an art or science?
· Art – draw from experience and observation
· Science – use problems solving approach 
· Organizational Behaviour (Theory X and Y)
· Process Approach (Obj./goals, planning, organizing, leading, controlling, communicating)
· Systems Approach

· Synergy – Open vs. Closed system
· Parts: Individual, formal org., informal org., role/status arrangements, physical settings
· Contingency Approach (situational mgmt.)
 EMERGING MANAGEMENT PRACTICES

· Comparative Mgmt.

· Organizational culture

· Team Building – consensus

· Empowerment

· Total Quality Management (meeting customer satisfaction/requirements 100%) – Quality Revolution

Teamwork Stimulating Work Environment 

· Coming together is a beginning, keeping together is progress, working together is success

4 – MANAGING THE ORGANIZATIONAL ENVIRONMENT
Digital Capital: intellectual capital consisting of 3 elements – people’s brains, organizational knowledge, and customer, brand and market share capital

Organizational Environment: set of forces and conditions that can affect the way an org. operates

Internal Environment: forces operating within org. structure and culture

External Environment: forces operating outside org., affects how org. functions (task and general)

TASK ENVIRONMENT

· Set of forces that affect and organization’s ability to obtain inputs and dispose of its outputs, because they influence managers on a daily basis

· Suppliers: individuals and orgs. That provide org. with input needed

· Threat: when suppliers have a strong bargaining position with org.

· Distributors: organization’s that help other orgs. Sell their g&s 

· Threat: not to carry your product

· Customers: Individuals and groups that produce g&s similar to a particular org.

· Threat: rivalry=lower prices

· Barriers to Entry: factors that make it difficult and costly for an org. to enter a task environment or industry – result from two main sources:

· Economies of scale – cost advantages associated with large operations

· Brand loyalty – customer’s preference for products that already exist in task environ.

· Gov. regulations can act as barriers as well

GENERAL ENVIRONMENT

· Affect task environment

· Economic Forces: interest rates, inflation, unemployment, economic growth, and other factors that affect general health and well-being of a nation or the regional economy of an org.

· Technological Forces: outcomes of changes in the tech. that managers use to design, produce, or distribute

· Social Forces: philosophies, attitudes, values, increasing urbanization, education

· Demographic Forces: outcomes of changes in, or changing attitudes towards the characteristics of a pop.

· Political and Legal Forces: outcomes of change in laws and regulations, such as the deregulation of industries, the privatization of orgs, increased environmental protection

· Ethical Forces: Pressure groups, values, morals

· International Forces: increasing globalization, foreign direct investment, expansion

· Global Forces: outcomes of changes in international relationships; changes in nation’s economic, political and legal systems; and changes in technology, such as failing trade barriers, the growth of representative democracies, and reliable and instantaneous communication
· Command economy – Gov. owns all businesses

· Mixed – some Gov. owned

· Free Market – Competition determines prices

Environmental Change: degree to which forces in task and general environments change over time

Why Analyze?

· Organizations do not operate in a vacuum; they operate in an open system
· Orgs operate in a pluralist environment
· These are largely uncontrollable factors, external forces

Gross Income – Taxes = Disposable Income

Disposable Income – Essentials (most Canadians, no money left after) = Discretionary Income
So...what does a manager need to do? – Scan and Monitor

Controllable Forces

· Marketing mix
· Production
· Human Resources 
· Accounting and Finance
· Administrative Structure
· Research and Development
· Public Image
5 – BUSINESS AND ENTRPRENEURSHIP

Business: any activity that seeks to provide g&s to others while operating under at a profit

Profit: amount a business earns above and beyond what it spends for salaries, and other expenses

Entrepreneur: person who risks time and money to start a business

Matching Risk with Profit

Revenue: total amount of money a business takes in during given period by selling g&s

Loss: when a business’ expenses are more than revenue

Risk: chances an entrepreneur takes of losing time and money on a business that might be profitable

Responding to Various Business Stakeholders

Stakeholders: people who stand to gain or lose by the policies and activities of a business

· Financial Institutions

· Investors

· Customers

· Suppliers

· Gov.

· Employees

· Retailers

· Surrounding Community

Outsourcing: assigning various functions, such as accounting, production, legal work, to outside org

Insourcing: opposite

Non-profit Organization: Org whose goals do not include making personal profit

Quality of Life: general well-being of a society in terms of political freedom, a clean natural environment, education, health care, safety, free time, and everything else lading to satisfaction and joy

Factors of Production

1. Land

2. Labour

3. Capital

4. Entrepreneurship – resources have little value unless entrepreneurs willing to take the risk
5. Knowledge – determine wants and needs, info technology
BUSINESS ENVIRONMENT

Legal and Regulatory Environment

· Freedom of ownership

· Contract laws

· Elimination of corruption

Regulations: serve to carry out the purposes of or expand on the general laws passed

Economic Environment

· Tradable currency
· Minimum taxes
· Imports and exports
· Employment levels and productivity
Technological Environment

· Info and tech

· Databases

· Barcodes

· Internet

Technology: phones, copiers, computers, software that makes business processes more efficient

Productivity: Amount of output generated given amount of imput

E-commerce: buying and selling of g&s over internet

Database: electronic storage file in which all info is kept

Competitive Environment

· Degrees of competition

· Components of competition

· Entry

· Power of buyers and sellers

· Existing competitors and substitutes

· Stakeholder recognition

Competing by exceeding customer expectations, competing by restructuring and empowerment

Social Environment

· Diversity

· Demographic changes

· Family changes

Demography: statistical study of human population, with regard to its size, density, etc.

Baby Boomers: 1947-1966

Baby Boom Echo: 1980-1995

Global Environment

(Surrounding all environments

6-THE ROLE OF GOVERNMENT IN BUSINESS

National Policy: Gov. Directive that places high tariffs on imports from the US to protect Canadian manufacturing which had high costs

Crown Corp. Ex.: Canada Post, CBC, Hydro-Quebec
Privatization: Process of Gov. selling crown corporations

LAWS AND REGULATIONS

Laws Derived from 4 Sources:

1. Constitution

2. Precedents established by judges

3. Provincial and federal statutes

4. Federal and provincial administrative agencies 

Federal Responsibilities

· Trade regulations
· Incorporation of federal taxes
· Taxation
· Banking
· National Defence
· Unemployment
· Immigration
Provincial Responsibilities

· Natural resources

· Direct taxation – provincial

· Incorporation – provincial

· Licensing

· Justice

· Health Care

· Property law

· Education
Municipal Responsibilities

· Food inspection
· Zoning
· Speed limits
· Business’ must obtain municipal licence
TAXATION AND FINANCIAL POLICIES

Fiscal Policy: federal Gov.’s effort to keep the economy stable by increasing or decreasing taxes or Gov. spending

Deficit: when a Gov. spends over and above the amount it gathers in taxes for a fiscal year

National Debt: excess of revenues over expenditures

Federal Budget: Comprehensive report that reveal Gov. financial policies for coming year

Monetary Policy: management of money supply and interest rates

GOVERNMENT EXPENDITURES

Financial Aid: grants, loans, consulting advice for businesses

Transfer Payments: direct payments from Gov. to other Gov. or individuals 

Equalization: federal Gov. Program for reducing fiscal disparities among provinces

Marketing Board: Org. that controls the supply or pricing of certain agricultural products in Canada i.e. wheat

PURCHASING POLICIES

(Gov. trying to favour purchasing from Canadian companies

SERVICES 

Ex: Industry Canada, Department of Foreign Affairs and International Trade

Industry Policy: comprehensive coordination Gov. plan to guide and revitalize the economy

7 – THE LEGAL ENVIRONMENT OF BUSINESS

THE NEED FOR LAWS

Criminal Laws: defines crimes, establishes punishments, and regulates the investigation and prosecution of people accused

Civil Laws: legal proceedings that do no involve criminal acts

Statutory Laws: federal and provincial legislative enactments, treaties, and bylaws – in short, written law

Common Laws: body of law that comes from decisions handed down by judges – unwritten law

Administrative Agencies: federal or state institutions and other Gov. Organizations created by parliament with delegated power to pass rules and legislations within mandated area of authority

TORT LAW

Tort: wrongful act that causes injury to another person’s body, property or reputation

Negligence: in tort law, behaviour that does not meet the standard of care required and causes unintentional harm or injury

Product Liability: holds businesses liable for harm that results from production, design, sale, or use of products they market

Sales Product Liability: legal responsibility

Intellect Property

Patent: gives inventor exclusive rights to their inventions for 20 years

Copyright: protects creators rights to materials (books, articles, photos)

Trademark: brand that has been given exclusive legal protection for both name and design

Industrial Design: protects owner’s exclusive right to use the visible features of a finished product that identify it

Warranties

Express Warranty: specific representations by seller that buyers rely ex: warranty comes in box

Implied Warranty: guarantee legally imposed by seller ex: food bought better be fit to eat

NEGOTIABLE INSTRUMENTS

Forms of commercial paper transferable among businesses and individuals and represent a promise to pay off certain amount

· Cheque

· Promissory note

· Bill (or draft)

They must be:

1. Written and signed by marker

2. Payable on demand at certain time

3. Payable to bearer

4. Contain unconditional promise to pay

CONTRACT LAW

Contract: legally enforceable agreement between two or more parties

Contract Law: laws specifying what constitute a legally enforceable agreement

Following Conditions must be met:

1. Offer is made

2. Voluntary acceptance

3. Both parties give consideration (something of value)

4. Both parties are competent (i.e. not kids)

5. Contract must be legal (i.e. not drugs)

6. Contract is in proper form

Breach of Contract

(When one party fails to follow terms of a contract

Remedies
1. Specific performance

2. Payment of damages

3. Discharge of obligation

Damages: monetary settlement awarded to a person who is injured by a breach of contract

LAWS TO PROTECT CONSUMERS

· Product performance ex: Consumer Packaging Act
· Business Practices ex: registration and licensing of door-to-door salesmen
· Misleading advertising
Consumerism: social movement that seeks to increase and strengthen the rights and powers of buyers in relation to sellers

BANKRUPTCY AND INSOLVENCY

Bankruptcy: legal process by which a person, business, or Gov. entity unable to meet financial obligations is relieved of those obligations by a court that divides debtor’s assets among creditors to get at least part of their money and freeing the debtor to begin anew

There is voluntary and involuntary bankruptcy

Companies Creditors Arrangement Act (CCAA): federal statute providing a second option for debtors to avoid bankruptcy proceedings

Deregulation: Gov. withdrawal of certain laws and regulations that seem to hinder competition ex: airline, telecommunication industries 

ETHICS AND SOCIAL RESPONSIBILITY 

SETTING COPORATE ETHICAL STANDARDS

Compliance-Based Ethics Code: ethical standards that emphasize preventing unlawful behaviour by increasing control and penalizing wrongdoers

Integrity-Based Ethics Code: define organization’s guiding values, create an environment that supports ethically sound behaviour, and stress a shared accountability among employees

Sarbanes-Oxley Act (SOX) of the US: required all public corporations to provide a system that allows employees to submit concerns regarding accounting and auditing issues confidentially and anonymously
Whistle Blowing Legislation in Canada

COPERATE SOCIAL RESPONSIBILITY 

CSR: business’ concern for welfare of society as a whole

· Critics say: manager’s only role to compete and win in market, spending money on CSR like stealing from investors

· Defenders say: businesses owe existence to society they serve, CSR makes more money for investors in  long run

Social Performance of a Company
· Corporate Philanthropy: charitable donations ex: Tim Horton’s Children’s Foundation
· Corporate Social Initiatives: enhanced form of philanthropy in that it is related to company’s competencies (Tsunami disaster relief, FedEx shipped supplies)
· Corporate Responsibility: everything from hiring minority workers to making safe products
· Corporate Policy: position firm takes on social and political issues  
CORPORATE RESPONSIBILITY IN THE 21ST CENTURY

Responsibility to Stakeholders

· Strategic Approach – economic interests of shareholders first
· Pluralist Approach –maintain economic viability only when moral responsibilities fulfilled
Responsibility to Customers

Responsibility to Investors

Responsibility to Employees

Responsibility to Society

Responsibility to Environment 

Social Auditing

Social Audit: systematic evaluation of an organization’s progress toward implementing program that are socially responsible and responsive

Groups that Serve as Watchdogs

· Socially conscious investors
· Environmentalists
· Union Officials
· Customers
ETHICS AND RESPONSIBILTY

Remember E-B, B-E

Consumerism: economic and social justification of a firm’s existence is to meet needs and wants of consumer

(As a result, many org. are now incorporating ethical considerations into their decision making process 

Organizations’ Code of Ethics Derives From

Societal Ethics: values and standards embodied in a society’s laws, customs, practices, norms, and values

Professional Ethics: values and standards that groups of managers and workers use to decide how to behave appropriately

Individual Ethics: personal values and standards that result from influence of family, peers, upbringing, and involvement in significant social situations

The Stakeholders (interested parties in success)

· Shareholders

· Employees

· Communities

· Neighbours

· Levels of Gov.

Ethical Reasoning 

· Depends on moral values

· We are all different

· Perceptions, values, beliefs

· Determining the def. of proper conduct

3 Ethical Models

1. Utilitarian Model: decision that produces the greatest good for the greatest number of people
2. Moral Rights Model: decision that best maintains and protects the fundamental rights and privileges of the people affected by it
3. Justice Model: decision that distributes benefits and harms among stakeholders in a fair, equitable, or impatient way
SOCIAL RESPONSIBILITY
Arguments for Social Responsibility

· In the business’ long run self-interest

· Improves viability of business

· Avoids Gov. regulation

· In stockholder’s best interest

· Better able to solve problems

· Problems can become profitable

Approaches to Societal Responsibility

· Obstructional Response: managers chose no social responsibility
· Defensive Response: managers stay within law, no attempt for additional social responsibility
· Accommodative Approach: acknowledges need to support social responsibility 
· Proactive Approach: actively embraces need to behave in socially responsible ways 
How to Manage Diversity 

· Increase diversity awareness – become aware of own biases 
· Understand cultural differences

· Exercise effective communication with diverse groups

Sexual Harassment

· Damages both person being harassed and org.

· Quid Pro – favours to keep job

· Hostile work environment – inappropriate jokes, porn displays, remarks

Avoiding Harassment

· Develop sexual harassment policy 

· Set up fair complaint system to investigate allegations

· Provide harassment training to employees and managers

How businesses perform depends on culture within

9 - THE MANAGER AS A DECISION MAKER


Decision Making: process by which managers analyze the options facing them and make decisions about specific organizational goals and courses of action

Rational Model (classical)
(Prescriptive approach to decision making based on the idea that the decision maker can identify all alternatives and their consequences and rationally chose the most suitable course

1. List all alternative courses of action possible and their consequences

2. Rank each alternative from least to most preferred according to preferences

3. Select alternative leading to desired future consequence

Administrative Model 

(Explains why decision making is basically uncertain and risky and why managers usually make satisficing rather than optimum decisions

(Based on bounded rationality incomplete information, and satisficing

Bounded Rationality: cognitive limitations that constrain one’s ability to interpret, process, and act on information

Incomplete Information: based on uncertainty and ambiguous information

Satisficing: searching for and choosing acceptable or satisfactory ways to respond to problems and opportunities rather than trying to make the best decision 

Economic Man maximizes while Management Man satisfices

BIASES IN DECISION MAKING

Heuristics: rules of thumb that simplify decision making

Systematic Errors: errors people make over and over because of poor decision making
Prior Hypothesis Bias: cognitive bias resulting from the tendency to base decisions on strong prior beliefs even if evidence shows that those beliefs are wrong

Representative Bias: cognitive bias resulting from the tendency to generalize inappropriately from a small sample or from a single vivid case
Illusion of Control: source of cognitive bias resulting from tendency to overestimate one’s own ability to control activities

Escalating Commitment: source of cognitive bias resulting from tendency to commit additional resources to a project even though it is failing

GROUP DECISION MAKING

Perils of Groupthink

· Illusion of invulnerability

· Assumption of morality

· Rationalized resistance

· Peer pressure

· Minimized doubts

· Illusion of unanimity

Devil’s Advocacy

1. Presentation of alternative

2. Critique of chosen alternative

3. Reassessment of chosen alternative (Accept? Reject? Modify?)
Improving Group Decision Making

· Promotes diversity
· Broadens range of experience and opinions
Organizational Learning: process through which managers seek to improve employees’ desire and ability to understand and manage organization and task environment

Learning Organization: org. in which managers try to maximize the ability of individuals and groups to think and behave creatively and this maximize potential for org. learning to take place
4 Elements in Decision Making

1. Objective

2. Alternatives

3. Consequences (analysis)
4. Choice
Types of Decision Making

· First level managers – technical decisions

· Middle level managers – managerial decisions

· Top level managers – institutional decisions (whole org.

· Dream, aspire to the top, looking to the future
Conditions Affecting Managerial Decisions

1. Certainty

· Very rare in today’s world
· Manager knows exactly what will happen
2. Risk
· Use of probabilities
· Outcome can be estimated
3. Uncertainty 

· Alternatives are not known
· Can’t assign probabilities 
Decision Making Steps

1. Recognize for a Decision: first realize that a decision must be made, sparked by event such as environment change
2. Generate Alternatives: develop feasible alternative courses of action
3. Evaluate Alternatives: pros and cons
·  Practical?
· Economically feasible?
· Ethical?
· Legal?
4. Choose Alternative

5. Implement Chosen Alternative

6. Learn from Feedback
10 – THE MANAGER AS A PLANNER AND STRATEGIST

Managerial Objectives and Planning

Depending on where you sit, your goals can be quite different:

Organization – Max Profits

Employees – Higher Wages

Customers – Quality Products

Goals and Strategies

· Objectives for performance
· Starting point of successfully managing a business
· Planned method of reaching a goal is strategy
Purpose of Setting Goals

· Provides direction, guidance, and motivation

· Assists in allocating resources

· Helps define corporate culture

· Helps managers assess performance

PLANNING

· Determining how best to use the organization’s resources

· Identifying objectives and ways to achieve them

What is a Plan?

· Detailed course of action
· Covers specific activity
· Specifies goals and short term objectives

· Specifies human and material resources

· Specifies method, time frame
Why Plan?

· Focuses on objectives and goals

· Offsets (to a degree) uncertainty and change

· Minimizes costs through efficiency of operating

· Forces managers to be creative

· Helps integrate short with long term plans

· Facilities managerial control

· Good planning provides:

· Participation

· Sense of direction

· Coordination

· Control

Types of Plans

1. Strategic – broad plans, prepared by top level managers, how to achieve long term goals

2. Tactical – short term, born from strategy

3. Operational – very detailed, short range plans

Strategy Formation

· Analyzing current situation to develop strategies to achieve mission 
· Accomplished by SWOT analysis (Org. strengths and weaknesses, environmental opportunities and threats)
THE MANAGEMENT PROCESS

Series of activities developed to allow businesses to achieve goals – planning, organizing, leading, controlling

Planning: identifying and selecting suitable goals and courses of action

1. Determining organization’s vision, mission, goals

2. Formulating strategy

3. Implementing strategy

Strategy: a cluster of decisions about what goals to pursue, what actions to take, and how to use resources to achieve goals

Vision Statement: a broad declaration of the big picture of the org. and/or a statement of its dreams 

Mission Statement: a broad declaration o an organization’s products and customers, and distinguishes the organization from its competitors

Division: business unit that has its own set of managers and functions or departments and competes in a distinct industry

Divisional Managers: Managers who control the various divisions of n org.

CORPORATE LEVEL PLANNING

Corporate-Level Plan: top management’s decisions relating to the organization’s mission, overall strategy, and structure

Corporate-Level Strategy: plan that indicates the industries and national markets in which an org. intends to compete 

BUSINESS LEVEL PLANNING

Business-Level Plan: divisional managers’ decisions relating to divisions’ long-term goals, overall strategy, and structure (framework for functional level)

Business-Level Strategy: plan that indicates how a division intends to compete against its rivals

FUNCTINAL LEVEL PLANNING

Function: unit or department in which people have the same skills or use the same resources to perform their jobs

Functional Managers: supervise he various functions – such as manufacturing, accounting, and sales – within a division

Functional-Level Plan: functional managers’ decisions relating to the goals that functional managers propose to pursue to help the division reach its business-level goals

Functional-Level Strategy: plan that indicates how a function intends to achieve its goals

Standing Plans: used in situations where programmed decision making is appropriate – policies, rules, SOPs to control way employees perform

Single-Use Plans: developed to handle non-programmed decision making in unusual or one-of-a-kind situations – programs (integrated sets of plans for achieving certain goals) and projects (specific action plans created to complete various aspects of a program)
Why Planning is Important

1. Gets managers involved in decision making about goals and strategies

2. Gives organization a sense of direction and purpose

3. Helps coordinate all managers to they are all moving in the same direction

4. Controls managers

EFFECTIVE PLANS

Have four qualities:

1. Unity 

2. Continuity 
3. Accuracy 
4. Flexibility
Scenario Planning: generation of multiple forecasts of future conditions followed by an analysis of how to respond effectively to each of those conditions; also called contingency planning
DETERMINING ORGANIZATION’S VISSION, MISSION, AND GOALS

Organization’s vision generally set by CEO

Setting the Mission

1. Who are the customers?

2. What customer needs are being satisfied?

3. How are we satisfying customer needs?

Effective goals have three characteristics: they are ambitious, realistic, and started in terms of time period

Management by Objectives

A system of evaluating subordinates for the ability to achieve specific organizational goals or performance standards

Step 1: Specific goals and objectives are established at each level of the organization

Step 2: Managers and their subordinates together determine the subordinates’ goals

Step 3: Managers and their subordinates periodically review the subordinates’ progress toward meeting goals

FORMULATING STRATEGY

Strategy Formulation: analysis of an organization’s current situation followed by the development of strategies to accomplish the organization’s mission and achieve its goals

SWOT Analysis: planning exercise in which managers identify organizational strengths (S), weaknesses (W), opportunities (O), and threats (T)

The Five Forces Model

Helps managers isolate particular forces in the external environment that are potential threats.
· The level of rivalry among organization’s in an industry

· The potential for entry into an industry

· The power of suppliers

· The power of customers

· The threat of substitute products

FORMULATING CORPORATE-LEVEL STRATEGIES

An organization benefits from pursuing a strategy only when it helps further increase the value of the organization’s goods and services to customers.

Concentration on a Single Business - managers see the need to reduce the size of their org. in order to increase performance, ex: when particular divisions lose their competitive advantage

Diversification

Expanding operations into a new business or industry and producing new goods and services

Related Diversification and Unrelated Diversification (spreads risks among different businesses)
Synergy: performance gains that result when individuals and departments coordinate their actions

International Expansion

Global Strategy: selling the same product and using the same basic marketing approach in each national market – pro: not having to customize, con: do not suit local tastes

Multi-Domestic Strategy: customizing products and marketing strategies to specific national conditions 
Vertical Integration

A strategy that allows and org. to create value by producing its own inputs or distributing and selling its own outputs.

Backward – producing own inputs

Forward – distributing and selling outputs

FORMULATING BUSINESS – LEVEL STRATEGIES

Cost-Leadership Strategy: driving the organization`s costs down below he costs of its rivals

Differentiation Strategy: distinguishing an organization`s products from the products of competitor`s in dimensions such as product design, quality, or after-sales services

Focused Low-Cost Strategy: serving only one segment of the overall market and being the lowest-cost organization serving that segment

Focused Differentiation Strategy: serving only one segment of the overall market and trying to be the most differentiated organization serving that segment

FORMULATING FUNCTIONAL-LEVEL STRATEGIES

Low-cost advantage or differentiation advantage within functions

Functional managers should pay attention to these four goals:

1. To attain superior efficiency

2. To attain superior quality 

3. To attain superior innovation

4. To attain superior responsiveness to customers

PLANNING AND IMPLEMENTING STRATEGY

Strategy implementation is a five step process:

1. Allocating responsibility for implementation to the appropriate individuals or groups

2. Drafting detailed action plans that specify how a strategy is to be implemented

3. Establishing a timetable 

4. Allocating appropriate resources to the responsible individuals or groups

5. Holding specific individuals or groups responsible for reaching corporate, divisional, or functional goals

11 - MANAGING ORGANIZATIONAL STRUCTURE

Organizing

· How to use existing resources to implement the plan

· Arranging jobs to create an efficient task system within the firm

Principles of Organization (Urwick)

Principle of...

1. Objectives – what are you there to do?

2. Specialization – People have specific training, put them together

3. Coordination
4. Authority  - chain of command an communication

5. Responsibility  - assigning tasks

6. Definition – clearly defined job description

7. Parity of Authority and Responsibility – you cannot hold someone responsible over which they have no authority

8. Span of Management – only so many people we can manage

9. Balance – of departments

10. Continuity – homeostasis

Types of Departments

· Function – marketing, finance, accounting

· Product – Chevrolet, Pontiac, Cadillac

· Geography – East, West, North, South

· Customer – university, hospital, security

DESIGNING ORGANIZATIONAL STRUCTURE

Organizational Structure: a formal system of both task and reporting relationships that coordinates and motivates organizational members so that they work together to reach organizational goals

Organizational Design: the process by which managers make specific organizing choices that result in a particular kind of organizational structure

The way and org. structure works depends on the organizing choices managers make about the 4 issues:

1. How to group tasks into individual jobs

2. How to group jobs into functions and divisions

3. How to coordinate and allocate authority in the org. among jobs, functions, and divisions

4. Whether to pursue a more formal or flexible structure
GROUP TASKS INTO JOBS: JOB DESIGN

Job Design: process by which managers decide how to divide tasks into specific jobs

Job Simplification: reducing the number of tasks that each worker performs

Job Enlargement: increasing number of different tasks in a given job by changing the division of labour

Job Enrichment: increasing the degree of responsibility a worker has over his or her job  - ex: empowering to experiment to find new ways of doing a job

Market Structure: an org. structure in which each kind of customer is served by a self-contained division, also called customer structure

Matrix Structure: employees are grouped into functions to allow them to learn from one another and become more skilled and productive, they are also grouped into product teams in which members of different functions work together to develop a specific product (p. 312 figure)

Product Team Structure: employees are permanently assigned to a cross-functional team and report only to the product team manager or to one of his or her direct subordinates

Cross Functional Team: group of individuals from different departments brought together to perform organizational tasks

COORDINATING FUNCTIONS AND DIVISIONS

Allocating Authority

Authority: power to hold people accountable for their actions and to make decisions concerning the use of org. resources

Hierarchy of Authority: chain of command, specifying the relative authority of each manager

Span of Control: number of subordinates who report directly to a manager

Tall Organization: many levels of authority relative to company size, as org. becomes taller, problems may result that make org. structure less flexible and that slow managers’ response to changes 

Flat Organization: fewer levels relative to company size

Minimum chain of command = more efficient, better communication

Decentralization of Authority: if managers at higher levels give lower level employees responsibility to make important decisions and only manage by exception

Centralized Authority: ex – if each global executive vice-president is responsible for getting the various divisions within his or her area to cooperate and to share information and knowledge, this will lead to synergies

OVERALL STRUCTURE: FORMAL OR FLEXIBLE

	Characteristic of the Environment
	Appropriate Type of Structure

	Stable
	Mechanic – centralized authority, vertical communication flows, strict rules and procedures

	Changing
	Organic – Decentralized, horizontal, cross-departmental cooperation


Mechanistic Structure: authority is centralized at the top of the hierarchy, tasts and roles are clearly specified, and employees are closely supervised

Organic Structure: authority is decentralized to middle and first-line managers and tasks and roles are left ambiguous to encourage employees to cooperate and respond quickly to the unexpected

Factors Affecting Choice of Organizational Structure:

· Organizational Environment

· Strategy

· Technology 

· Human Resources – the more highly skilled a workforce and the more people are required to work together in groups or teams to perform their tasks, the more likely is the org. to use a flexible structure

Summary – the greater the level of uncertainty in an org. environment, the more complex its strategy and technology, and then more highly qualified and skilled its workforce, the more likely managers will design a structure that is flexible, the more stable an org. environment, the less complex and better understood its strategy or technology, and the less skilled its workforce, the more likely managers will design an org. structure that is formal and controlling

STRATEGIC ALLIANCES AND NETWORK STRUCTURES

Strategic Alliance: agreement in which managers pool or share their org. resources and know-how with a foreign company, and the two share the rewards and risks or starting a new venture – ex: Toyota and Honda

Joint Venture: strategic alliance among to or more companies that agree to establish jointly and share the ownership of a new business

Network Structure: series of strategic alliances that an org. creates with suppliers, manufacturers, and distributors, to produce and market a product

Boundaryless Organization: members are linked by computers, faxes, and video-teleconferencing and who rarely, if ever, see one another face to face

Business-to-Business (B2B) Networks: group of organizations that join together and use software t o link themselves to potential global suppliers to increase efficiency and effectiveness

Outsourcing: using outside suppliers and manufacturers to produce goods and services

Concerns:

· Choosing wrong activities to outsource

· Choosing wrong vendor

· Writing poor contract

· Failing o consider personal issues

· Losing control over activity

· Ignoring hidden costs

· Failing to develop exit strategy

12 - ORGANIZATIONAL CULTURE AND CHANGE

Organizational Culture

· Collection of values, norms, and behaviour standards shared by workers
· Controls the way workers interact with each other
Levels of Culture

Visible – see culture through its artefacts; what you see, hear, and feel when you are with org.

Invisible – values, beliefs, and assumptions that make up an org. culture

Creating and Sustaining Culture

Culture is created and sustained in three ways

· Hiring – only hire and keep the employees who think and feel the way senior mgmt. does

· Socialization – mgmt. socializes employees to their way of feeling and thinking

· Role Modeling – top managers serve as role models

Individual Resistance to Change

· Habit
· Security
· Economic Factors
· Fear of Unknown
· Selective Information Processing
· Cynicism
Organizational Resistance to Change

· Structural Inertia

· Limited Focus of Change

· Group Inertia

· Threat to expertise

· Threat to established power relationships

· Threat to established resource allocations

Organizational Culture: system of shard meaning held by organization members, that distinguishes the organization from other organizations

Values: stable, long-lasting beliefs about what is important

Norms: unwritten rules or guidelines for appropriate behaviour in particular situations

Artefacts: aspects of an org. culture that one sees, hears, or feels

Beliefs: understandings of how objects and ideas relate to each other

Assumptions: taken-for-granted notions of how something should be in an organization

Creating a Strong Organizational Culture

1. Hire and keep only employees who think and feel the way founders and mgmt. do

2. Mgmt. indoctrinates and socializes employees to their way of thinking and feeling

3. Top managers serve as role models

Weakness – organizations with strong organizational culture sometimes have trouble adapting to change

Teaching Culture to Employees

Values of a Founder – subordinates imitate style of the founder and gradually over time the founder’s values and norms permeate the org.

Socialization – process by which newcomers learn and organization’s values and norms and acquire the work behaviours necessary to perform the job effectively 

Ceremonies and Rites – rites of passage (learn and internalize norms and values), rites of integration (build common norms and values – office parties, cookouts), rite of enhancement (motivate commitment to norm – award dinners, employee promotions)

Stories and Language - past stories, jargon, slogans

Material Symbols – organization’s layout, size of offices, dress codes

ORGANIZATIONAL CULTURE AND CHANGE

5 mechanisms to alert employees to what mgmt. finds important in the culture:

1. Attention – what is criticized, praised, asked about

2. Reaction to crises – reactions of leaders portray core values

3. Role modelling – actions speak louder than words

4. Allocation of rewards – such as pay increases, promotion

5. Criteria for selection and dismissal – leader’s decision on what kind of employees to recruit or dismiss sends signals

MANAGING ORGANIZATIONAL CHANGE

Four Steps in the Organizational Change Process
1. Asses the need for change – recognize that there is a problem, identify source
2. Decide on change to make – decide organization’s future state would be, identify obstacles
3. Implement change – decide whether change will occur from the top down or from bottom up, introduce and manage change
4. Evaluate change – compare pre-change performance with post-change, use benchmarking
Introducing Change

Top-Down Change: introduced quickly throughout an organization by upper-level managers

Bottom-Up Change: introduced gradually and involves managers and employees at all levels of an organization

Lewin’s Three-Stage Model of Change

Unfreeze the status quo  ( move to a new state ( refreeze new change to make it permanent

Driving Forces: direct behaviour away from the status quo

Restraining Forces: prevent movement away from status quo

13 -ORGANIZATIONAL CONTROL

WHAT IS ORGANIZATIONAL CONTROL?

The Importance of Organizational Control

Helps managers...
1. Adapt to change and uncertainty

2. Discover irregularity and errors

3. Reduce costs, increase productivity, or add value

4. Detect opportunities

5. Deal with complexity

6. Decentralize decision making and facilitate teamwork

Steps in the Control Process

1. Establish standards of performance – measure efficiency, quality, responsiveness to customers and quality (at the corporate level – operating costs), can set a variety of standards including time, output, quality, and behaviour standards
2. Measure actual performance – the more non-routine or complex organizational activities are, the harder it is for managers to measure outputs or behaviour
3. Compare actual performance against chosen standards

4. Evaluate the result and initiate corrective action if necessary

 Control Systems

Formal, target-setting, monitoring, evaluation, and feedback systems that provide managers with information about how well the organization’s strategy and structure are working

Feed-forward Control: allows a manager to anticipate and deal with potential problems, ex: employee screening

Concurrent Control: gives manager immediate feedback on how efficiently inputs are being transformed into outputs so that they can correct problems that arise, ex: defective batch of inputs

Feedback Control: gives manager information about customers’ reactions to goods so that corrective action can be taken if necessary

OUTPUT CONTROL

Measures factors such as efficiency, quality, innovation, and responsiveness to customers

Financial Measures of Performance – Ratios

Organizational Goals 

Operating Budgets– budget that states how managers intend to use organizational resources to achieve org. goals

· Cost or Expense Budget Approach – managers of a division given a fixed budget for resources and evaluated for the amount of goods they can produce using them

· Revenue Budget Approach – Managers asked to maximize revenues from sales of goods they produce

· Profit Budget Approach – Managers evaluated on the difference between the revenues generated by sales and budgeted costs of making the goods

Problems with Output Control

· Extremely difficult goals may not motivate
· Unachievable goals can lead to unethical behaviour
· Inappropriate goals can lead to short-term emphasis
· May not be responsive enough to conditions of change
BEHAVIOUR CONTROL

Direct Supervision

Management by Objectives

Bureaucratic Control

CLAN CONTROL

Control exerted on individuals and groups in an organization by shared values, norms, standards of behaviour, and expectations

Professionals such as scientists, engineers, doctors, and professors often have jobs that are relatively ambiguous in terms of standard operating procedures, and which may require individualized response based on the situation

How Culture Controls Managerial Action

Planning
- Conservative: formal, top-down planning



-Innovative: all managers encouraged to participate in decisions making

Organizing
-Conservative: well-defined hierarchy of authority and clear reporting relationships



-Innovative: organic, flexible structure

Leading

-Conservative: rigid MBO and constant monitoring



-Innovative: managers lead by example, encourage risk taking

Controlling
-Conservative: bureaucratic control



-Innovative: clan control

14 – COMMUNICATION, CONFLICT, AND NEGOTIATION

The Meaning of Communication

· Transfer of information from one person to another

· Is more than just words (93%), includes facial gestures, feelings, voice inflections

Importance

· Increases efficiency

· Improves quality

· Become more responsive

· Fosters innovation

The Basic Model

· Sender ( Message ( Receiver

· Creating common images

· We must encode 

· We must decode

Process

· Sender

· Message (verbal, non-verbal)

· Channel (how msg. Is conveyed)

· Receiver

· Feedback (essential)

· Different perceptions

Enhanced Process

· Source ( Encoding ( Channel ( Decoding ( Receiver

· Feedback

· Potential problems – failure in encoding or decoding, actual transmission

Barriers to Effective Communication

· Hearing what we want to hear

· Ignoring information that conflicts

· Credibility of sources

· Different perceptions

· Words mean different things to different people

· 500 words – 14000 meanings

· Jargon – every profession has own language

· Non-verbal

· Emotion

· Noise – psychological (someone’s not credible), social (picking nose), physical

Overcoming Barriers

· Utilize feedback

· Use many channels

· Use face-to-face

· Be sensitive to audience

· Proper timing of message

· Reinforce words with actions

· Direct, simple language (KISS – Keep It Simple Stupid)

· Proper amount of redundancy

Perception: process through which people select, organize, and interpret sensory input to give meaning and order to the world around them

INFORMATION RICHNESS AND COMMUNICATION MEDIA

Information Richness: amount of information that a communication medium (channel) can carry and the extent to which the medium enables sender and receiver to reach a common understanding

When choosing communication medium, consider:

· Level of information richness

· Time needed

· Need for a paper or electronic trail

High to Low Information Richness:

· Face-to-Face

· Spoken electronically transmitted

· Personally addressed written communication (including e-mail)

· Impersonal written communication

DEVELOPING COMMUNICATION SKILLS

Communication Skills for Senders

· Send clear and complete messages

· Encode messages in symbols that the receiver understands

· Select a medium appropriate for the message

· Select a medium that the receiver monitors

· Avoid filtering (withholding part of a message out of the mistaken belief that the receiver does not need or will not want the information) and information distortion (changes in the meaning of a message as the message passes through a series of senders and receivers)

· Include feedback mechanisms in messages 

· Provide accurate information (not rumours)

Giving Feedback

· Focus on specific behaviours (instead of just ‘good job’)

· Keep your feedback impersonal (especially negative feedback)

· Keep feedback goal-oriented

· Make feedback well-timed

· Direct negative feedback toward behaviour that the receiver can control

Communication Skills for Receivers

· Make eye contact

· Exhibit affirmative head nods or appropriate facial expressions

· Avoid distracting actions or gestures

· Ask questions

· Paraphrase

· Avoid interrupting the speaker

· Don’t over-talk

· Make smooth transitions between roles of speaker and listener

· Be empathetic

There will be gender as well as cross-cultural differences with linguistic skills (a person’s characteristic way of speaking)

ORGANIZATIONAL CONFLICT

The discord that arises when the goals, interest, or values of different individuals or groups are incompatible and those individuals or groups block or thwart each other’s attempts to achieve their objectives

Sources of Conflict in an Organization

· Status inconsistencies
· Scarce resources
· Incompatible goals and time horizons
· Incompatible evaluation or reward systems
· Overlapping authority
· Task interdependencies
Conflict Management Strategies

· Avoiding

· Competing 

· Compromising

· Accommodating

· Collaborating
· Strategies focussed on individuals – increasing awareness of sources of conflict, using permanent transfers or dismissals

· Strategies focussed on the organization – changing structure or culture, altering source of the conflict

NEGOTIATION STRATEGIES

Negotiation: method of conflict resolution in which the parties in conflict consider various alternative ways to allocate resources to each other in order to come up with a solution acceptable to them all

Two major types:

Distributive Negotiation: adversarial negotiation in which the parties in conflict compete to win the most resources while conceding as little as possible

And

Integrative Bargaining: cooperative negotiation in which the parties in conflict work together to achieve a resolution that is good for them all

Five strategies individuals can rely on to increase the odds of a win-win solution:

· Emphasize the big picture goals

· Focus on the problem, not the people

· Focus on interests, not demands

· Create new options for joint gain

· Focus on what is fair

Collective Bargaining: negotiation between labour unions and managers to resolve conflicts an disputes about issues such as working hours, wages, benefits, working conditions, and job security

15 – HUMAN RESOURCE MANAGEMENT

Managing the most important asset – People

Typical Organization

· Training

· Employee Benefits

· Counselling

· Wage and Salary Administration

· Labour Relations

· Employee

· Selection

Recruitment

· Word of mouth

· Government

· Private

· College/University

· Ads

· Professional

What do Employees Want Today?

· Communication skills (ability to understand and to speak, ability to listen and learn, ability to read and write)
· Thinking skills
· Positive attitude
· Self-confidence
· High standard of personal ethics
· Sense of responsibility (ability to manage time, money, and other resources)
· Ability to adapt to change
· Teamwork skills
Selection Process

· First contact (walk-in, mail-in)

· Application form

· Interview

· Reference

· Tests

· Physical Exam

· Employment

Resume

· Personal cover letter

· Typed

· 1-2 pages

· Action verbs – what you’ve accomplished

Nine Most Often Asked Interview Questions

1. Tell us about yourself

2. Why do you want to work with us?

3. What are your strengths?

4. What are your weaknesses?

5. What are your two greatest accomplishments and why?

6. What is your biggest disappointment and why?

7. Where do you see yourself in 5 years? 10 years?

8. What’s the most important thing to you in your life?

9. Why should we hire you?

Interview Hints

· Be confident, never beg

· Research company, show them how your skills will help them

· Have a good resume

· Dress effectively, clothing is a tool

· Pick a job that suits your personality

· Overcome fear by seeing many

Testing

· Performance (skill)

· Intelligence

· Personality

· Validity problems?

Training and Development

· On the job training (coaching, job rotation, special assignments)

· Off the job training (classroom, cases, role playing)

Compensation and Other Functions

· Initial determination of income; then what?

· Plant services (safety programs, suggestion plans, medical facilities)

· Labour relations

· Employee benefits and services (pension plans, life insurance, profit-sharing plans)

Human Resources – Trends

· Technology, globalization, downsizing

· Employees work at home

· Emphasis on employee participation, teamwork, quality, customer satisfaction

· Better training, higher education of the work force

Human Resource Management (HRM): process of determining human resource needs and then recruiting, selecting, developing, motivation, evaluating, compensating, and scheduling employees to achieve organizational goals

Some challenges and opportunities being encountered in the HR area:

· Shortage of people to work in growth areas (computers, robotics, etc.)

· Growing number of skilled and unskilled workers from declining industries (steel, automobiles)

· Under-educated workers

· Creating an environment where workplace diversity is respected

· Shift in age composition of workforce, including baby boomers who are deferring retirement

· A complex set of laws and regulations

· Single-parent or double-income families, raising the demand for daycare, maternity leave, etc.

· More complex set of laws and regulations

· Leisure time has become a much higher priority

· Continued downsizing

· Overseas labour pools

· Increased demand for individual tailored benefits

· Growing concern over issues such as health care, elder care, child share

· Decreased sense of employee loyalty, leading to increased turnover

HR Planning Process

1. Preparing HR inventory of the organization’s employees

2. Preparing a job analysis

· Job Analysis: study of what is done by employees who hold various job titles

· Job Description: summary of the objectives of a job, the type of work to be done, the responsibilities and duties, the working conditions, and the relationships of the job and other functions

· Job Specifications: written summary of the minimum qualifications required of workers to do a particular job

3. Assessing future HR demand

4. Assessing future supple

5. Establishing a strategic plan 

Recruitment: set of activities used to obtain a sufficient number of the right people at the right time

Selection: process of gathering information and deciding who should be hired, under legal guidelines, for the best interests of the individual and the organization

A typical selection process involves five steps:

1. Obtaining complete application forms

2. Conducting initial and follow-up interview

3. Giving employment tests

4. Confirming background information

5. Establishing trial (probationary) periods

Contingent Workers: workers who do not have regular, full-time employment

TRAINING AND DEVEOLPING EMPLOYEES FOR OPTIMUM PERFORMANCE

Training and Development: all attempts to improve productivity by increasing an employee’s ability to perform, training focuses on short-term skills, whereas development focuses on long-term abilities

Employee Orientation: activity that introduces new employees to the org., their immediate supervisors, and the policies, practices, values, and objectives of the firm

On-the-job Training: employee immediately begins his or her tasks, and learns by doing, or watches others for a while and then imitates them, all right at the workplace

Apprentice Programs: training programs involving a period during which a learner works alongside an experienced employee to master the skills and procedures of a craft

Off-the-job Training: training that occurs away from the workplace and consists of internal or external programs to develop any of a variety of skills or to foster personal development

Online Training: programs in which employees attend classes via the internet

Vestibule Training: done in schools where employees are taught on equipment similar to that used on the job

Job Simulation: use of equipment that duplicates job conditions and tasks so that trainees can learn skills before attempting them on the job

Management Development: process of training and educating employees to become god managers and then monitoring the progress of their managerial skills over time

Most management training programs include several of the following:

· On-the-job coaching

· Understudy positions

· Job rotation

· Off-the-job courses and training

Networking: process of establishing and maintaining contacts with key managers in one’s own org. and other organizations and using those contacts to weave strong relationships that serve as informal development systems

Mentor: experienced employee who supervises, coaches, and guides lower-level employees by introducing them to the right people and generally being their organizational sponsor

Performance Appraisal: evaluation in which the performance level of employees is measured against established standards to make decisions about promotions, compensation, additional training, or firing

Consists of these six steps:

1. Establishing performance standards

2. Communicating those standards

3. Evaluating performance

4. Discussing results with employees

Strategic HR Management: process by which managers design the components of a HR management system to be consistent with each other, with other elements of organizational architecture, and with the organization’s strategy and goals

Needs Assessment: assessment of which employees need training or development and what type of skills or knowledge they need to acquire

Employee’s Responsibilities:

1. Ensure your employability 

2. Have a fallback position

3. Know your key skills

4. Market, market, market

5. Act type A, type B

6. Stay culturally current

7. Be a compelling communicator

8. Manage your finances

9. Act like an insider, think like an outsider

10. Be capable of rewarding yourself

360-Degree Appraisals: performance appraisal by peers, subordinates, superiors, and sometimes clients who are in a position to evaluate a manager’s performance

Pay Level: relative position of an organization’s pat incentives in comparison with those of other in the same industry employing similar kinds of workers

Pay Structure: arrangement of jobs into categories that reflect their relative importance to the organization and its goals, levels of skills required, and other characteristics

Cafeteria-Style: plan from which employees can choose the benefits that they want
Labour Relations: activities that managers engage in to ensure that they have effective working relationships with the labour unions that represent their employees’ interests

16 – MARKETING

· From start to customer to after sales

· Every decision you make meant for customers

· Marketing concept – consumerism*

· Market segmentation

· Geographic

· Demographic

· Personality

· Income/Lifestyle

What does marketing deal with?
Consumer Goods – produced and sold to ultimate consumer

· Convenience good – you know everything about it, willing to accept substitute (ex: milk)

· Shopping good – could find out more, many alternatives, compare and contrast (ex: SUV)

· Speciality good – won’t accept sub, high price

· Unsought good – only seek when you need it (ex: cemetery plot)

Industrial Goods – used to manufacture consumer goods like in factories, sold to other industrial user

Services – fastest growing sector in Canadian economy

The Marketing Mix

Product
· More than just the physical good
· Packaging, warranty, size, shape, colour, image, service
· Strategies (width, consistency, depth, branding, packaging, labelling)
· Product life cycle
Price
· An interesting phenomenon
· Cost-plus
· Price lining
· Loss leader (ex: Kleenex – leading product – very low prices, gets you into the store)
· Bait/switch (illegal but done)
· Skim the cream (start price high, you can always lower)
· Mass penetration (start price low, eliminate competition, eventually economies to scale)
· Odd price (psychological pricing - $3.99)
· Prestige pricing (people associate quality to high price)
· Promotional planning (ex: Canadian Tire Money)
Place (distribution)

· Channel

· Direct distribution

· Wholesaler – takes products in large amounts, divides it, sells it to retailer

· Retailer – packaging, smaller quantities, parking, quantity
Promotion
· An exercise in persuasion, information, and influence
· PROMOTIONAL MIX
1. Personal selling – one on one relationship, advantage: tailor your message, highly paid people, sales people are self-disciplined, bad hours
2. Sales promotion devices – coupons, demonstrations, contests, samples in the mail, stimulates purchasing – buy something now
3. Publicity – free advertising, great as long as it’s positive
4. Advertising – 
Product - direct action: designed to get you to move now, indirect action: ex – use coke when you have a thirst, constantly reinforce message
Institutional – builds up goodwill of institution
Public Image – years to develop, a second to destroy

The Evolution of Marketing

The Production Era (start of 1900s) – produce as much as possible, demand exceeded supply, biggest marketing need was for distribution and storage

The Sales Era (1920’s) – emphasized selling and advertising, few offered service after sales

The Marketing Concept Era (1945 after WWI) – need to be responsive to customers

Marketing Concept
· A customer orientation

· A service orientation (objective – customer satisfaction)

· A profit orientation

The Customer Relationship Era (1900’s-early 2000’s) – customer relationship management (CRM): process of learning as much as possible about customers and doing everything you can to satisfy them, or even exceed their expectations with goods over time, ex: frequent-flier miles

Marketing Process
1. Find

2. Conduct research

3. Indentify a target market

4. Design product to meet the need based on research  and conduct product testing (PRODUCT)
5. Determining a brand name and design a package

6. Set a price (PRICE)
7. Select a distributive system (PLACE)
8. Design a promotional program (PROMOTION)
9. Build a relationship with customers

Marketing Research: analysis of markets to determine opportunities and challenges and to find the information needed to make good decisions

Niche Marketing: process of finding small but profitable market segments and designing or finding products for them

One-to-One (Individual) Marketing: developing a unique mix of goods for each individual customer, ex: dell, travel agencies

Relationship Marketing: strategy with the goal of keeping individual customers over time by offering them products that meet their requirements exactly 

Mass Marketing: developing products and promotions to please large groups of people

Decision-Making Process of a Customer

1. Problem recognition

2. Information search

3. Alternative evaluation

4. Purchase decision

5. Post-purchase evaluation

Marketing Mix Influences

· Product

· Price

· Place

· Promotion

Socio-cultural Influences

· Reference groups
· Family
· Social class
· Culture
Psychological Influences

· Perception

· Attitudes

· Learning 

· Motivation

Situational Influences
· Type of purchase

· Social surroundings

· Physical surroundings

· Previous experience

Product Line: group of products that are physically similar or are intended for a similar market

Product Mix: combination of product lines offered by a manufacturer

Trademark: brand that has been given exclusive legal protection for both the brand name and pictorial design

Brand Equity: combination of factors – such as awareness, loyalty, perceived quality, images, and emotions – that people associate with a given brand name

Brand Loyalty: degree to which customers are satisfied, enjoy the brand, and are committed to further purchase

Brand Awareness: how quickly or easily a given brand name comes to mind when a product category is mentioned

Brand Manager: has direct responsibility for one brand or one product line

Popular Price Objectives

1. Achieving a target return on investment or profit

2. Building traffic – loss leader

3. Achieving greater market share

4. Creating an image

5. Furthering social objectives 

Major approaches to pricing – cost based pricing, demand based pricing, and competition based pricing (based on what all other competitors are doing)

Target Costing: designing a product so that is satisfies customers and meets the profit margins desired by the firm (demand based pricing)

Price Leadership: one or more dominant firms set the price that all competitors in the industry follow

Everyday Low pricing: setting prices lower than competitors and then not having any special sales

High-Low Pricing: set prices higher than EDLP stores, but then have many special sales where prices are lower than competitors
Bundling: grouping two or more products together and pricing them as a unit

THE IMPORTANCE OF CHANNELS OF DISTRIBUTION

Marketing Intermediaries: organizations that assist in moving goods from producers to business and consumer users

Channel of Distribution: set of marketing intermediaries, such as agent, brokers, wholesalers, and retailers, that joins together to transport and store goods in their path (or channel) from producers to consumers 

Agents/Brokers: marketing intermediary that sells to other organizations

Wholesaler: sells to other organizations

Retailer: sells to ultimate consumers (stores)

Department store – The Bay, Sears

Discount store – Zellers

Supermarket – Sobeys

Warehouse club – Costco

Convenience store – Mac’s

Category killer – Indigo Books & Music, Staples

Outlet store – Nike, Liz Claiborne

Specialty store – jewellery, shoes

Supercentre – Wal-Mart

Retail Distribution Strategy

Intensive Distribution: puts products into as many retail outlets as possible (candy, gum)

Selective Distribution: sends products to only a preferred group of retailers in an area (appliances, furniture, clothing)

Exclusive Distribution: sends products to only one retail outlet in a given geographic area (sky-diving equipment, auto manufacturers)

Non-Store Retailing

Electronic Retailing: selling goods to ultimate customer over the internet

Telemarketing: sale of goods and services by telephone

Direct Selling: selling to customers in their homes or where they work

Direct Marketing: any activity that directly links manufacturers or intermediaries with ultimate customer (catalogues, flyers)

PROMOTION AND THE PROMOTION MIX

Combination of promotional tools an organization uses

Integrated Marketing Communications (IMC): technique that combines all promotional tools into one comprehensive and unified promotional strategy (ex: internet site)

Advertising: paid, non-personal communication through various media by organizations and individuals who are in some way identified in the advertising message – magazines, television, radio, magazines, outdoor, direct mail, yellow pages, internet

Personal Selling: face-to-face presentation and promotion of goods

Business-to-Consumer (B2C) Sales Process

· Approach

· Ask questions

· Make presentations

· Close sale

· Follow up
Public Relations (PR): management function that evaluates public attitudes, changes policies and procedures in response to the public`s requests, and executes a program of action and information to earn public understanding and acceptance

Publicity: any information about an individual, product, or organization that`s distributed to the public through the media and that`s not paid for or controlled by the seller

Sales Promotion: promotional tool that stimulates consumer purchasing and dealer interest by means of short-term activities

Sampling: promotional tool in which a company lets consumers have a small sample of a product for no charge

