Introduction to Business Management 

January 15, 2015
(Lecture One)

What makes a good manager?
· critical thinking
· vision
· creativity
· leadership

What is a Business?
Business .. all profit-seeking activities and enterprises that provide goods and services for clients

Profits.. rewards for businesspeople (usually owners) who take the risks involved to offer goods and services to customers

Not-for-Profits
· ** 
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Forms of Business and Ownership Structures

Importance of Small Businesses
What is a small business 
· industry Canada defines a small business as an “independent business with fewer than 100 employees and revenues less than $2 million”
· small businesses account for approximately two thirds of the employment in five Canadian industries: non-institutional health care, construction, accommodation and food, forestry and other services 

Why small businesses fail
· Management inexperience
· Inadequate financing 
· Government regulations (14 types of regulations for restaurants)




Businesses Ownership Structures
Forms of Private Business Ownership 
· sole proprietorships 
· a business ownership in which the sole proprietor’s status as an individual is not legally separate from his or her status as a business owner
· partnerships 
· an association of two or more persons who operate a business as co-owners by voluntary legal agreement 
· corporations 
· a legal organization with assets and liabilities separate from the assets and liability of its owners 

Sole Proprietorship 
· owner has complete control 
· owner is legally liable for business transactions 
· business is taxed at owners personal tax rate 
· very easy to form and dissolve

General Partner 
· two or more owners have complete control 
· owners responsible for managing business 
· owners have unlimited personal liability to business transactions 
· partners share profits and losses 
· taxed at personal tax rate 
· relatively easy to setup for multiparty ownership
	Limited Partner (must be a general partner)
· does not control or manage business 
· shares in profits and losses of business 
· taxed at personal tax rate 
· legally liable for the amount invested in business 
· provides an ability to attract investments to a partnership

Corporation 
· legal ownership with a legal charter 
· ownership and management are separated 
· many owners can be invested in corporation 
· profits taxed twice  once at corporate rate and once at personal rate 
· legal liable is only amount invested 

Where and How Businesses Incorporate 
· incorporation can be done at the federal or provincial level 
· most small businesses are incorporated in the provinces where they operate, but they may choose to incorporate in any province 


Corporate Management 
Shareholders  acquire shares in exchange for ownership 
· preferred shares 
· common shares 
Board of Directors  elected by shareholders to oversee corporation 
Corporate Officers and Managers  make major corporate decisions and handle ongoing operations 

Small, Home-based Business
Benefits 
· allows for more control of business 
· allows for more control of personal time 
· keeps start-up and operating expenses low 
Drawbacks 
· owner can feel isolated 
· business has less visibility to customers 

Types of Corporation Ownership Structures 

Not-for-Profit Corporations 
· no profits allowed and no shares 
· ownership has limited liability 
· exempt from paying income tax (but no profits)
· often clients don’t fully fund operations 

Public Ownership 
· owned by government 
· profits are re-invested in firm 
· government liable for losses 

Collective Ownership – Cooperative 
· an association of persons or firms who voluntarily cooperate for their mutual social, economic or cultural benefit – they are in effect the owners 
· can be formal or informal

Franchising 
· a contract-based business arrangement between a supplier of products or services (franchisor), and an independent firm (franchisee) that may produce and market the supplier’s good or service 
Benefits and Problems of Franchising 
Advantages 
· prior performance record 
· recognizable company name (brand)
· proven business model 
· tested management program 
· savings though volume purchases 
Disadvantages 
· franchise fees 
· future payments (royalties)
· linked to reputation and management 
· franchise agreement restrictions 
· tight control 

When Businesses Join Forces 
Mergers and Acquisitions (M&A)
Merger  combination of two or more firms to form one company 
Acquisition  agreement in which one firm purchases the property and assumes the obligations of another 
Joint Venture   partnership between companies for a specific activity 

Types of Business “Growth” 
Horizontal  businesses are essentially related by being in the same general market 
Vertical  businesses are related because they supply or buy from another 
Conglomerate  businesses are not related by market or operationally 
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Entrepreneurship 
What is Entrepreneurship?? 
Entrepreneur  a person who seeks a profitable opportunity and takes the necessary risks to set up and operate a business 
· differ from many small-business owners in their strong desire to make their business grow
· differ from managers through their overriding responsibility to use the resources of the organization to accomplish their goals 
· willing to take risks

Categories of Entrepreneurs 
· classic entrepreneurs
· serial entrepreneurs 
· social entrepreneurs 

Classic Entrepreneur 
Mark Zukerberg 
· started facebook 
· chairman and CEO of facebook inc. 

Serial Entrepreneurs 
Steve Jobs 

Social Entrepreneur
Melinda Gates 
· started and co-chairman of Bill and Melinda Gates Foundation
· objective  reduce poverty and increase education 
· time person of the year (2005 along side her husband and Bono)

** people choose entrepreneurship for many reasons 
· dissatisfaction with traditional work
· their ideas fulfill customer needs
· freedom to make own decisions 

Why People Become Entrepreneurs 
· desire to be ones one boss
· self management is the motivation that drives many entrepreneurs 
· desire to succeed financially 
· entrepreneurs are wealth creators and idea generators 
· desire for job security 
· over the past ten years, large companies have eliminated more jobs than they have created 
· desire for an improved quality of life 
· starting a business gives the founder some choice over when, where and how to work 

Resources
· entrepreneurial leadership 
· capital 
· people 
· skills 
· ideas 
· experience
· other (patent, copyright, lad, location, etc.)

Opportunities in The Environment for Entrepreneurship 
Globalization 
· the rapid globalization of a business has created many opportunities for entrepreneurs 
· most of the fastest-growing small Canadian companies have international sales (most to the United States)
· entrepreneurship is growing worldwide; levels vary by country 
Internet and Technology 
Information Technology 
· technology has given entrepreneurs tools that help them compete 
· entrepreneurs have used information technology to revolutionize industries and markets 


Educational Opportunities
Education 
· students at many colleges and universities can take a major in entrepreneurship .. dozens of other colleges and universities offer an emphasis in entrepreneurship and hundreds more offer one or two courses in how to start a business 
· many schools offer internships with start-ups 
Demographic and Economic Trends 
· two groups are most likely to start their own businesses 
· immigrants to north America
· people between the ages of 55 and 64 (have access to retirement savings/home equity; want to keep working after retirement)
· flexible, adaptable entrepreneurs will have most success 

Traits Identified in Research 
1. commitment and determination
2. leadership 
3. opportunity obsession 
4. tolerance for risk, ambiguity and uncertainty 
5. creativity, self reliance and ability to adapt 
6. motivation to excel 
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Economics and Business Competitive Environment  
Economics 
· the social science that studies the choices people, companies, and governments make when dividing up their scarce recourses
· macroeconomics
· microeconomics 
Macro Economics 
· deals with the performance, structures, behavior, and decision-making of economies as a whole rather than individual markets (ie. National, regional, and global economies) 
Examples 
· government national and provincial policies 
· interest rates 
· employment rates
· interprovincial trade policies
· International trade policy
· Who trades with who
· What to trade 



Types of Economies in Country
· economies generally classified in one of three categories:
· private enterprise system (capitalism or market economy)
· planned economies (socialism or communism)
· mixed market economies (combination of the two)

Capitalism – The Private Enterprise System and Competition 
· businesses meet needs and demands of consumers and are rewarded though profit 
· government favors a hands-off approach
· marketplace competition regulates economic life 

Planned Economies 
· an economic system where businesses ownership, profits, and resource allocation are shaped by a plan to meet government goals 
· Socialism 
· An economic system where the government owns and operates the major industries, such as communications 
· Some private ownership of industry allowed, such as retail and some manufacturing
· Communism
· An economic system where all property is shared equally by the people in a community under the direction of a strong central government 
· Adopted in early 20th century by many nations, but government-owned monopolies often suffered from inefficiency 

Mixed Market Economies
· an economic system that draws from both private enterprise economies and planed economies, to different degrees
· the mixture of public and private enterprise can vary widely from country to country
· privatization  the conversion of government-owned and –operated companies to privately-held businesses 

Evaluating Economic Performance 
· an economic system should provide a stable business environment and sustained growth of benefits for its citizens 
· health 
· happiness 
· income
· productivity

Productivity and the Nation’s Gross Domestic Product
· gross domestic product (GDP)  the sum of all goods and services produced within a country during a specific time period, such as a year
· productivity  the relationship between the number of units produced and the number of humans and other production inputs needed to produce them 
· total productivity = output (G&S Produced)/ Input (human/natural resources.. capital) 

Influences on Economic Productivity 
1. business cycles
2. price levels 
3. employment 

Business Cycles 
· business decisions and consumer behavior differ at various stages of the business cycle
· prosperity  unemployment low, consumer confidence/purchasing high, businesses expanding 
· recession  a cycle of economic contraction that lasts for six months or longer; consumers careful about purchases, businesses slow production/expansion
· depression  extended recession
· recovery  declining unemployment, increasing business activity, renewed consumer confidence 

Price-Level Changes 
· inflation  rising prices caused by combination of excessive consumer demand and higher cost of raw materials, component parts, human resources, and other factors of production 
· core inflation rate  the inflation rate after energy prices and food prices are removed 
· deflation  the opposite of inflation, occurs when prices continue to fall 
· can cause a weakened economy 
Measuring Price-Level Changes 
· changing prices are tracked by the Consumer Price Index (CPI)
· a measurement of the monthly average change in prices of goods and services 
· commonly purchased goods and services are priced to compile the data included in the CPI “market basket” 



Employment Levels 
· unemployment rate  the percentage of total workforce actively seeking work but currently unemployed 

Four Types of Unemployment 
Frictional Unemployment (eg. New graduates entering workforce)
· temporarily not working 
· looking for a job 
Seasonal Unemployment (eg, farmers needed only when a crop is in season)
· not working during some months 
· not looking for a job
Structural Unemployment (eg. Assembly line employees jobs now done by robots)
· not working dues to no demand for skills 
· may be retraining for new job
Cyclical Unemployment (eg. Executives laid off during corporate downsizing or recessionary periods)
· not working dues to economic slowdown
· looking for a job 

Managing the Economy 
· government has two options 
· Monetary Policy – central Bank (Bank of Canada)
· change interest rates 
· change amount of money in system (ie. Printing more money)
· Fiscal Policy – politicians (Minister of Finance)
· Government purchasing 
· Taxes 

Monetary Policy 
· a central bank plans to increase of decrease the money supply and to change banking requirements and interest rates to affect bankers’ willingness to make loans 
· expansionary monetary policy  a plan to increase the money supply to try to decrease the costs of borrowing 
· lower interest rates encourage new investments and increases employment and economic growth 
· restrictive monetary policy  a plan to decrease the money supply to control rising prices, overexpansion, and concerns about overly rapid economic growth 

Fiscal Policy 
· a plan of government spending and taxation decisions designed to control inflation, reduce unemployment, improve the general welfare of citizens and encourage economic growth 
· the federal budget is an annual plan for how the government will raise and spend money in the coming year .. the primary sources of government funds are taxes, fees, and borrowing 
· when the government spends more than the amount of money it is raised, there is a budget deficit.. when we borrow moneu to cover the deficit, the national debt is increased 
· is the government has more money than it spends, there is a budget surplus 

International Economics 

Why Nations Trade 
· boosts economic growth 
· expands markets
· more efficient production systems 
· less reliance on the economies of home nations 

Exports  domestically produced good and services sold in other countries 
Imports  foreign goods and services purchased by domestic customers 

Factors of Production
· decisions to operate abroad depend upon availability, price, and quality of :
· labour
· natural resources 
· capital
· entrepreneurship 

Measuring Trade Between Nations 
Balance of trade  the difference between a nation’s exports and imports 
Balance of payments  the overall money flows into or out of a country 
· balance of payment surplus = more money into a country than out of it 
· balance of payments deficit = more money out of a country than into it 

Exchange Rates 
· currency exchange rates are influenced by 
· domestic economic and political conditions 
· central bank intervention
· balance of payments position 
· speculation over future currency values 
· values fluctuate, or “float”, depending on supply and demand 
· national governments can deliberately influence exchange rates 
· business transactions are usually conducted in the currency of the region where they happen 
· interest rates can quickly create or wipe out competitive advantages

Absolute and Comparative Advantage 
· a country can absolute advantage  in making a product when it has a monopoly on making that product or when it can produce at a lower cost than any other country 
· eg. China’s domination of silk production .. Canada’s domination of maple syrup 
· a nation can develop a comparative advantage when it can supply its products more efficiently and at a lower price than it can supply other goods, compared with the outputs of other countries 
· eg. India’s combination of highly educated workforce and low wage scale in software development 

Barriers to Trade

1. Social and Cultural differences 
a. Language .. potential problems include mistranslation, inappropriate messaging, lack of understanding of local customs, and differences in taste 
b. Values and religious attitudes .. differing values about business efficiency, employment levels, importance of regional differences, and religious practices, holidays, and values about issues such as interest-bearing loans 
2. Economic Differences 
a. Infrastructure .. the basic systems of a country’s communication, transportation, and energy facilities 
b. Currency conversion and shifts .. fluctuating values can make pricing in local currencies difficult, and affect decisions about market desirability and investment opportunities 
3. Political and Legal Barriers 
a. Political climate  stability is a key consideration
b. Legal environment
i. Canadian law
ii. International regulations 
iii. Country’s law in which trade is planned 
iv. Climate of corruption 
c. International regulations 
i. Treaties between Canada and other nations 
ii. tarffs .. taxes imposed on imported goods 
iii. Enforcement issues 
Types of Trade Restrictions 
· tariffs  taxes, surcharges, or duties on foreign products 
· revenue tariffs generate income for the government 
· protective tariffs raise prices of imported goods to level the playing fields for domestic competitors 
· nontariff barriers (also called administrative trade barriers)
· quota a limit set on the amounts of particular products that can be imported 
· embargo  a total ban on importing specific products or a total stop to trading with a particular country 
· exchange control  a restriction on important certain products or a restriction against certain companies to reduce trade and spending of foreign currency 
· in accordance with national policy, through central banks or government 
· dumping   selling products in other countries at prices below production costs or below typical prices in the home market 


Microeconomics and Business Competitive Environment 

Microeconomics 
· studies the behavior of individual households and firms in making decisions on the allocation of limited resources (eg. Capital, assets, price, etc.)

Laws of Supply and Demand 

Factors Driving Demand 
· demand curve  a graph of the amount of product that buyers will purchase at different prices 
· driven by variety of factors such as competition, price, larger economic events, and consumer preferences 
· RIGHT SHIFT = INCREASE IN DEMAND
· LEFT SHIFT = DECREASE IN DEMAND 
· supply curve  a graph that shows the relationship between different prices and the amount of goods that sellers will offer for sale, regardless of demand 
· LEFT SHIFT = DECREASE IN SUPPLY 
· RIGHT SHIFT = INCREASE IN SUPPLY 
· Factors of production play a central role in the overall supply of goods and services 
· A change in the cost of availability of any of these inputs can shift the entire supply curve 

How Demand and Supply Create a Market Price 
· supply and demand curves meet at the equilibrium price
· buyers and sellers make choices that restore the equilibrium price 
· changes affect both demand and supply 



Competitiveness in an Industry 
Types of Market Structure and Competition

[image: ]Porter’s Five Forces Model of Competition 

1. Threat of New Entrains 
· a new entry of competitor into your market also weakens your power .. threat of new entry depends upon entry and exit barriers .. threat is high when :
· capital requirements to start the business are low 
· few economies of scale (ie. Large complex businesses) are in necessary 
· customers can easily switch to new products 
· your key technology is not hard to acquire or isn’t protected well – imitation is easy
2. Bargaining Power of Buyers 
· bargaining power of buyers means, how much control the buyers have to drive down your product price, can they work together in ordering large volumes.. buyers have more bargaining power when : 
· few buyers chasing too many goods – sellers need buyers
· buyer purchases in bulk quantities – large volumes provide power
· shopping cost is low – don’t have to put in huge effort to find another supplier 
· buyers are price sensitive – actively searching for lower priced goods 
3. Bargaining Power of Suppliers 
· how strong is the position of a seller.. how much your supplier have control over increasing the price of supplies .. suppliers are more powerful when:
· suppliers are concentrated and well organized – suppliers are large and understand the game 
· their product is more effective or unique – supplier has a particularly good product 
4. Threat of Substitute Products 
· how easily your customers can switch to your competitors products.. threat of substitute is high when :
· there are many substitute products available – many good alternatives 
· customers can easily find the product or service that you’re offering at the same or less price – substitute products are priced very competitively 
5. Industry Rivalry 
· the intensity of competition among the existing competitors in the market.. intensity of rivalry depends on the number of competitors in the market .. intensity of rivalry depends on the number of competitors and their capabilities .. industry rivalry is high when:
· there are a number of small or equal competitors and less when there is a clear market leader 
· market is growing – demand and often price increasing 
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Business Ethics and Corporate Social Responsibility 

Ethics  the study of moral beliefs about what is right and what is wrong 
Social Responsibly  a manager’s duty or obligation to make decisions that promote the well-being of stakeholders and society as a whole 

Five Ethical Theories 
· egoism 
· utilitarianism 
· deontology
· care ethics 
· virtue ethics 

Ethical Theory 1: Egoism 
· what makes something good or bad, right or wrong, is that it satisfies one’s desires, or meets one’s needs 
· basic principle: self-interes od person doing, considering, or affected by the action 
· one should choose the action which most realizes or conduces to one’s own self-interest 


Ethical Theory 2: Utilitarianism 
· what makes something good or bad, right or wrong, is that it produces the greatest amount of pleasure (or lack of pain) for the greatest number of people 
· basic principle : greatest happiness principle”
· maximizing positive outcomes for the largest number of people, negative outcomes for the lowest number of people 
· one should choose the action which will lead to the greatest happiness overall

Ethical Theory 3: Deontology 
· what makes something good or bad, right or wrong, is that it conforms to some (rational) duty
· basic principle : fulfilling duties towards self or other persons 
· one should choose the action which best conforms to one’s recognized duties 

Ethical Theory 4: Care Ethics 
· what makes something good or bad, right or wrong, is that it involves caring for another, and supports relationships with other people 
· basic principle: action which is caring towards those who are vulnerable or need support 
· one should choose the action which supports or nurtures other people .. particularly those who are most vulnerable (eg. Children, workers)

Ethical Theory 5: Virtue Ethics 
· what makes something good or bad, right or wrong, is that it actually embodies or promotes traits culturally acknowledged as good or bad  (eg. Courage, justice)
· these in turn lead to greater or lesser realization of potential for fully human lives 
· basic principle: actions reflective or productive of good or bad character, embodied in developed and lasting traits or habits 

Business Ethics 
· standards of conduct and moral values regarding right and wrong actions in the business environment 

Analyzing Ethics 
How Organizations Shape Ethical Conduct 
Ethical Leadership
Ethical Action 
Ethical Education 
Ethical Awareness 



Responsibility to General Public 
· public health issues 
· protecting the environment 
· corporate philanthropy 

Responsibilities to Employees 
· workplace safety 
· quality-of-life issues
· ensuring equal opportunity on the job 

Responsibility to Customers 
· right to be heard
· right to be safe
· right to choose 
· right to be informed 

Responsibility to Investors 
· obligation to make profits for shareholders
· expectation of ethical and moral behavior 
· protection of investors by provincial regulators such as the Ontario securities commission and the Alberta securities commission
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What is Management 
Management.. The process of achieving organizational goals through people and other resources 
· develop long-range strategic plans for the organization
· inspire executives and employees to achieve their vision for the company’s future
Middle Management 
· focus on specific operations, products, or customer groups within an organization 
· responsible for developing detailed plans and procedures to implement the firms strategic plans 
Supervisory Management 
· implement the plans developed by middle managers
· responsible for non-manager employees 
· motivate workers to accomplish daily, weekly and monthly goals 

Management – What does it require ?
SKILLS – must have the skills 
FUNCTIONS – must be able to manage the various functions using the skills 

Skills Needed for Managerial Success 
· Technical skills
· Manager’s ability to understand and use the techniques, knowledge, tools, and equiptment of specific department or area of study 
· Human Skills 
· Interpersonal skills that enable a manager to work effectively with and through people 
· Conceptual Skills 
· Ability to see the organization as a unified whole and to understand how each part of the overall organization interacts with other parts 

Top Managers  Conceptual Skills + Human Skills 
Middle Managers  Human Skills 
Lower Level Managers  Technical Skills + Human Skills 

Managerial Functions 
· Planning 
· The process of looking forward to future events and conditions and deciding on the courses of action for achieving organizational goals 
· Organizing 
· The process of blending human and material resources through a formal structure of tasks and authority 
· Directing 
· Guiding and motivating employees to accomplish organizational goals 
· Controlling 
· The function of assessing an organization’s performance against its goals 
· Involves four basic steps 
1. Setting performance standards 
2. Monitor actual performance 
3. Compare actual performance with the standards 
4. Making corrections if needed 
Importance of Planning 
· there are different types and levels of plans 
· organizatons should have a comprehensive planning framework 
· each step should fit into overall plan 
· broad/long-range: mission statement; objectives and goals 
· narrow/short-range: functional plans for specific employees/areas 
· plans outline the steps the company will take to meet goals and objectives 
**firms that proactively plan have better financial performance 

Setting a Vision and Ethical Standards for the Firm 
· vision.. the ablity to perceive marketplace needs and what an organization must do to satisfy them 
· must be focused yet adaptable to changes in the business environment 
· long-term success is also tied to the ethical standards that the top management team sets 
· high ethical standard can also encourage, motivate, and inspire employees to achieve goals 

Elements of SWOT Analysis 
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Managers as Decision Makers 
· Decision making .. the process of seeing a problem or opportunity, assessing possible solutions, selecting and carrying out the best suited plan, and assessing the results 
· a programmed decision involves simple, common, and frequently-occurring problems that already have solutions
· a non-programmed decision involves a complex and unique problem or opportunity with important results for the organization 

How Managers Make Decision – Decision Making Process 

See Problem/OpportunityDevelop Possible Ways of Taking ActionEvaluate OptionsSelect and Carry Out One Option Asses Outcome

Managers as Leaders 
· Leadership.. the ability to direct or inspire people to reach goals 
· Involves the use of influence of power
· Three traits are common among many leaders 
· Empathy
· Self-awareness 
· Objectivity in dealing with others 

Leadership Styles 
· Autocratic Leadership
· Leader-centered; make decisions on own without consulting employees 
· Democratic Leadership 
· Involves employees in decisions, delegate assignments, and ask them for suggestions 
· Free-rein Leadership
· Involves minimal supervision; leave most decisions to employees 

Organizing & Controlling 
Organizational Structures and Controls 
· organization .. a structured group of people working together to achieve common goals 
· three key elements 
· human interaction 
· goal-directed activities 
· structure 

Departmentalization 
· the process of dividing work activities into units within the organization 
· product departmentalization: organized based on the goods and services a company offers 
· geographical departmentalization: organized by geographical region within a country or, for a multinational firm, by region throughout the world 
· customer departmentalization: organized by the different types of customers the organization serves 
· functional departmentalization: organized by business functions such as finance, marketing, human resources, an production 
· process departmentalization: organized by work processes necessary to complete production of goods and services 

Delegating Work Assignments 
· delegation: the managerial process of assigning work to employees 
· providing employees with the responsibility and necessary authority for completing tasks
· employees have accountability, or responsibility, for their actions and decisions 
· span of management is the number of employees a supervisor manages 
· centralization means that decision-making is retained at the top of the management hierarchy 
· decentralization means that decision-making is shifted to the lower levels. Many firms believe it enhances their flexibility and responsiveness to customer needs 

Types of Organizational Structure Features 
Line Organizations 
· oldest and simplest form; direct flow of authority from CEO to employees 
· chain of command indicates who directs which activities and who reports to whom
Line-and-Staff Organizations
· combines line departments and staff departments 
· line departments participate directly in decisions that affect the core operations of the organization 
· staff departments lend specialized technical support

Matrix Organizations 
· project management structure that links employees from different parts of the organization to work together on specific projects 
· employees report to both a line and a project manager 
· Advantages; 
· Flexibility in adapting to changes 
· Focus on major problems or products
· Outlet for employees’ creativity and initiative 
· Disadvantages; 
· Integrating skills of many specialists into a coordinated team 
· Team members’ permanent functional managers must adjust the employees’ regular workload  

Corporate Culture 
· an organization’s collection of principles, beliefs, and values 
· managers use symbols, rituals, ceremonies, and stories to reinforce corporate culture 

Control Processes and Systems 
- processes and systems that insure information and knowledge are communicated across the organization correctly; people and teams are rewarded (or penalized) for accomplishing objectives; continually guide workers behavior to do the correct thing, etc. 
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Human Resource Management: From Recruitment to Labor Relations 

Human Resources: The People Behind the People
· Human Resource Management: The function of attracting, developing, and retaining employees who can perform the activities needed to meet organizational objectives
· three main objectives 
· Providing qualified, well-trained employees for the organization 
· Maximizing employee effectiveness in the organization 
· Satisfying individual employee needs through monetary compensation, benefits, opportunities to advance, and job satisfaction 

Ultimate Goals of HR Management 
· locate .. make sure you have the people whp are best suited to the company and job 
· develop.. train and provide employees with the necessary knowledge and assets to do the job efficiently and effectively 
· retain .. continually motivate employees to improve the company in any way possible 

HR Management Responsibilities 

1. Recruitment and Selection 
· Recruiting techniques continue to evolve as technology advances 
· Internet recruiting is quick, efficient and inexpensive 
Selecting and Hiring Employees 
· salesperson selection tests
· optimism and happiness tests 
2. Training and Performance Evaluation 
· Newly-hired employees often complete an orientation program 
· Inform employees about company policies 
· Employee manuals 
· Describe benefits/programs
· Training 
· Training programs 
· On-the-job training 
· Classroom and computer-based training 
· Management development 
· Performance appraisals 
· Evaluation of and feedback on an employee’s job performance 

3. Compensation and Benefits 
· Compensation.. the amount employees are paid in money and benefits 
· Wage.. pay based on an hourly rate or the amount of work accomplished 
· Salary.. pay calculated on a periodic basis, such as weekly or monthly 
· Most firms base compensation decisions on five factors 
· What competing companies are paying 
· Government regulation 
· The cost of living 
· Company profits 
· Employee’s productivity 

Four Forms of Incentive Compensation 
· profit sharing .. bonus based on company profits 
· gain sharing .. bonus based on productivity gains, cost savings, or quality improvements
· lump-sum bonus.. one-time cash payment or option to buy shares of company stock based on performance 
· pay for knowledge.. salary increase based on learning new job tasks 

Employee Benefits 
· additional compensation- such as vacation time, retirement savings plans, proft-sharing, health insurance, gym memberships, child and elder care, and tuition reimbursement-paid entirely or in part by the company 
· could reach 30% of total employee compensation 
· some benefits required by law 
· Canadian pension plan 
· Unemployment insurance 
· Workers compensation programs 
Flexible Benefits 
· with flexible benefit plans, employees are provided a range of options to choose from 
· medical, dental, vision, life, and disability insurance 
· many companies also offer flexible time off policies instead of establishing a set number of holidays, vacation days, and sick days 
· employees have freedom to use paid time off (PTO) as they like 
Flexible Work 
· allows employees to adjust their working hours and places of work to accommodate their personal needs 
· flextime.. allows employees to set their own work hours within constraints specified by the firm 
· a compressed workweek allows employees to work the regular number of weekly hours in fewer than the typical five days 
· a job sharing program allows two or more employees to divide the tasks of one job 
· a home-based work program allows employees, or telecommuters, to perform their jobs from home instead of at the workplace 
4. Separation 
·  Voluntary turnover: employees may leave firms to start their own businesses, take jobs with other firms, or retire 
· some firms ask employees who leave voluntarily to participate in exit interviews to find out why they decided to leave 
· successful companies are clearly focused on retaining their best workers 
· Involuntary turnover:  employers may terminate employees because of poor job performance, unethical behavior, or the need for downsizing 
· Employers must carefully document reasons when terminating employees 
· Human resource managers must be educated in employment laws so that the termination is handled properly 
Downsizing/Outsourcing 

Downsizing: the process of reducing the number of employees within a firm by eliminating jobs 
· downsizing has negative effects 
· anxiety, health problems, and lost productivity among remaining workers 
· expensive severance packages paid to laid-off workers
· a domino effect on the local economy 
Outsourcing: using outside vendors to produce goods or fulfill services and functions that were previously handled in-house or in-country 
· to save expenses and remain flexible, companies will try to outsource functions that are not part of their core business 
· although outsourcing might work on paper, the reality may be different 

5. Planning Staffing Needs 

Motivating/Engaging Employees 

Motivating Employees 
· motivation starts with good employee morale (the mental attitude of employees toward their employer and jobs) 
· high employee morale occurs in organizations where workers feel valued, heard, and empowered to contribute what they do best 
· poor morale shows up through absenteeism, voluntary turnover and lack of motivation 

Maslow’s Hierarchy of Needs Theory 
· people’s needs depend on what they already possess 
· a satisfied need is not a motivator.. only needs that remain unsatisfied can influence behavior
· people’s needs are arranged in a hierarchy of importance.. once they satisfy one need, at least partially, another emerges and demands satisfaction 
· people have five levels of needs that they seek to satisfy 
· Physiological needs 
· Safety needs 
· Social (belongingness) needs 
· Esteem needs 
· Self-actualization needs 
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** NEED  MOTIVATED BEHAVIOUR

Herzberg’s Two-Factor Model 
· Hygiene Factors – result in satisfaction 
· Salary
· Job security 
· Working conditions 
· Status 
· Motivator Factors – can produce high levels of motivation if present
· job responsibility 
· achievement 
· recognition 
· growth opportunities 
· 

Expectancy Theory: the process people use to evaluate the likelihood that their efforts will lead to the results they want

Equity Theory: an individual’s perception of fair and equitable treatment 
· compared to fiends, others in profession, others in company working about as hard etc. 

Goal-Setting Theory: the idea that people will be motivated to the extent to which they accept specific, challenging goals and receive feedback that shows their progress toward goal achievement 

[image: ]

Goal-Setting Theory .. SMART 
· Specific .. defines as much of the goal as possible
· Measurable ..measurable means feedback is possible
· Assignable .. must be able to assign to group/individual 
· Realistic.. challenging yet attainable
· Time-based .. be aggressive yet realistic 

Management by Objectives (MBO) 
· a structured approach that helps managers to focus on reachable goal and to achieve the best results based on the organization’s resources 
· MBO helps motivate individuals by aligning their objectives with the goals of the organization, increasing overall organization performance 
· MBO principles:
· A series of related organizational goals and objectives 
· Specific objectives for each person
· Participative decision-making 
· A set time period to accomplish goals 
· Performance evaluation and feedback 

Job Design and Motivation 
· Job enlargement expands an employee’s responsibilities by increasing the number and variety of tasks assigned to the worker 
· Job enrichment expands an employee’s job duties to empower an employee to make decisions and learn new skills leading toward career growth 
· Job rotation involves systematically moving employees from one job to another, increasing their range of activities 

Theory X, Y, and Z
Managers’ Attitudes and Motivation
**two assumptions managers make about employees affect management styles, according to psychologist Douglas McGregor 
1. Theory X assumes that employees dislike work and try to avoid it whenever possible, so management must coerce them to do their jobs 
· Money and job security are motivators (Maslow’s theory) 
2. Theory Y assumes that the typical person actually likes work and will seek and accept greater responsibility 
· Self-control and self-direction are motivators (Maslow’s theory) 
3. Theory Z views worker involvement (i.e. involvement in culture and group) as key to increased productivity for the company and improved quality of work life for employees 
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Introduction to Marketing – Customer-Driven Marketing 
 Marketing: an organizational function and set of processes for creating, communicating, and delivering value to customers and for managing customer relationships in ways that benefit the organization and its stake holders 
· discover unmet customer needs; capable of satisfying targeted customers; promote, price, and distribute good/service 
· successful organizations focus on building customer relationships throughout 
· best marketers give customers what they want and anticipate customers’ needs before they surface 

Marketing Strategy Process 
Research market Segment & choose target market understand targeted customer behavior develop marketing mix (product, distribution, promotion and price) 

How Marketing Creates Utility (or value) 
· utility: the power of a good or service to satisfy a want or need 
· create time utility by making a good or service available when customers want to purchase it 
· create  place utility by making a product available in a location convenient for customers 
· crease ownership utility through an organized transfer of goods and services from the seller to the buyer 

Developing a Marketing Strategy 
1. study and analyze potential target markets and choose among them 
2. create a marketing mix to satisfy the chosen market (production, distribution, promotion and pricing) utility needs 

Market and Market Research (Market Segmentation) 

Marketing Research: the process of collecting and evaluating information to support marketing decision-making 
· internal data is generated within the organization; includes financial records, inventory levels, sales, profitability 
· external data comes from outside sources; includes trade associations, advertising agencies, national marketing research firms 
· secondary data is previously published data 
· low-cost and easy to obtain 
· government publications provide data sources (eg. Census stats) 
· primary data is collected though observation, surveys, and other forms of observational study 

Approaches to Research 
· focus groups  gather 8 to12 people in a room or over the internet to discuss a specific topic 
· can lead to new ideas, address consumer needs, and point out flaws in existing products 
· business intelligence: a field of research that uses activities and technologies for gathering, storing, and analyzing data to make better competitive decisions 
· data mining: the use of computer searches of customer data to detect patterns and relationships

Market Segmentation: the process of dividing a total market into several relatively similar groups  





Segmenting Business Markets 
· geographic segmentation targets geographically concentrated industries 
· demographic, or customer-based, segmentation designs a good or service intended for a specific organizational market (eg. Healthcare institutions) 
· end-use segmentation: a marketing strategy that focuses on the precise way a B2B purchaser will use a product 

Target Market: a group of people that an organization markets its goods, services, or ideas towards .. using a strategy designed to satisfy this group’s specific needs and preferences 
· types of markets 
· Consumer (B2C) product .. a good or service that is purchased by end users 
· Business (B2B) product .. a good or service purchased to be used, whether directly or indirectly, in the production of other goods for resale 
[bookmark: _GoBack]Choosing a Target Market 
· understand customer characteristics – demographics, attitudes, etc. 
· understand buying patterns (i.e. customer behavior) .. when/how/where purchase 
· does your product provide value to target customers 

Developing a Marketing Mix for International Markets 
· standardization ..  means offering the same marketing mix in every market 
· adaptation.. means developing a unique marketing mix to fit each market’s local competitive conditions, consumer preferences, and government regulations 
· mass customization .. allows a firm to mass-produce goods and services while adding unique features to individual or small groups of orders 

Relationship Marketing : developing and maintaining long-term, cost-effective exchange relationships with partners 
Consumers enter into relationships only if there is some benefit to them 
Relationship marketing seeks to achieve customer satisfaction as its ultimate goal 
Benefits ..
· lower costs, higher profits and protection against competitors for the business 
· lifetime value of a customer: the revenues and intangible benefits (such as referrals and customer feedback) from a customer over the life of the relationship, minus the amount the company must spend to acquire and serve that customer 
· stronger relationships with business partners and opportunities to combine capabilities and resources to better accomplish goals 



Tools for Nurturing Customer Relationships 
· frequency marketing: a marketing initiative that reward frequent purchases with cash, rebates, merchandise, or other premiums 
· affinity programs: a marketing effort sponsored by an organization that targets people who share common interests and activities 
· co-marketing:  a cooperative arrangement where two or more businesses jointly market each others’ products 
· cobranding: a cooperative arrangement where two or more businesses team up to closely link their names on a single product 

One-to-One Marketing 
· customizing products and marketing and rapidly delivering goods 
· customer relationship management (CRM) software helps companies gather, sort, and interpret data about specific customers 

Not-for-Profit and Nontraditional Marketing 
· approximately 20 million not-for-profits exist worldwide 
· Canada leads the world in contributions to its gross domestic product by not-for-profit organizations 
· Apply marketing tools to reach audiences, secure funding, and accomplish their overall missions
· NPF organizations operate in both public and private sectors 
· Sometimes partner with a profit-seeking company to promote a message 
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Market Mix or Strategies – Production & Distribution
Product: a bundle of physical, service, and symbolic characteristics designed to satisfy consumer wants 

Categories of Customer Products 
· convince products: items the consumer seeks to purchase frequently, immediately, and with little effort 
· shopping products: typically purchased only after the buyer has compared competing products in competing stores
· specialty products: items a purchaser is willing to make a special effort to obtain 

Product Line: a group of related products that share by physical similarities or are targeted toward a similar market 
Product Mix: the assortment of product lines and individual goods and services that a firm offers to consumers and business users 

Product Life Cycle: the four basic stages in the development of a successful product
· introduction  growth maturity decline
· in the introductory stage, the firm promotes demand for its new offering; informs the market about it; gives free samples to entice consumers to make a trial purchase; and explains its features, uses, and benefits 
· in the growth stage, sales climb quickly as new customers join early users who are repurchasing the item .. the company beings to earn profits on the new product 
· in the maturity stage, industry sales eventually reach a saturation level at which further expansion is difficult 
· in the decline stage, sales fall and profits decline 


Product Development Stages 
1. generating ideas for new offerings 
2. strategically screen
3. concept development and business analysis 
4. product development 
5. test marketing 
6. commercialization 

Legal Product Identification 
· brand: a name, term, sign, symbol, design, or some combination that identifies the products o one firm and shows how they are different from competitors’ offerings 
· brand name: the part of the brand that is made up of words or letters that form a name 
· used to identify a firm’s product and show how they differ from the products of competitors 
· trademark: a brand that has been given legal protection 

Categories of Branding  
· a manufacturer’s (or national) brand is offered and promoted by a manufacturer 
· tide, cheerios, Windex, Fossil, Nike 
· a private (or store) brand is not linked to the manufacturer but instead carries a wholesaler’s or retailer’s label 
· Loblaws’ President’s Choice foods, Sears’ Craftsman tools 
· A family branding strategy uses a single brand name for several related products 
· KitchenAid, Johnson & Johnson 
· An individual branding strategy gives each product within a line a different name 
· P&G products Tide


Key Brand Loyalty Concerns 
· in brand recognition, the consumer is aware of the brand but does not have a preference for it over other brands 
· in brand preference, the consumer chooses one firm’s brand over a competitor’s 
· in brand insistence, the consumer will seek out a preferred brand and accept no substitute for it ( the ultimate degree of brand loyalty) 

Brand Equity: the added value that a respected and successful name gives to a product 
Brand Awareness: the product is the first one that comes to mind when a product category is mentioned 

Distribution Strategy 
· distribution channel:  the path that products.. and their legal ownership.. follow from producer to consumer or business user 
· physical distribution: the actual movement of products from producer to consumer or business user 

Distribution Channels 
Direct distribution
· direct between producer and customer 
· most common in B2B markets
· often found in the marketing of relatively expensive, complex products that may require demonstrations
· internet is helping companies distribute directly to consumer market 
Distribution channels using marketing intermediaries 
· producers distribute products through wholesalers and retailers 
· inexpensive products sold to thousands of customers in widely scattered locations 
· lower costs of goods to consumers by creating market utility

Wholesaling 
Wholesaler:  distribution channel member that sells primarily to retailers, other wholesalers, or business users 

Manufacturer-owned wholesaling intermediaries 
· owned by the manufacturer of the goods or product to control distribution or customer service 
· sales branch stocks products and fills orders from inventories 
· sales office takes orders but does not stock the product 





Retailing 
Retailers: distribution channel members that sell goods and services to individuals for their own use, not for resale 
· final link of the distribution channel .. deal directly with customers 
· two types: store and nonstore 

Selecting Distribution Intensity 
· Intensive Distribution involves a firm’s product in nearly every available outlet, and requires the cooperation of many intermediaries 
· Selective Distribution.. the manufacturer selects a limited number of retailers to distribute its product lines 
· Exclusive Distribution .. limits market coverage in a specific geographical region that will enhance a products image 

Logistics and Physical Distribution 
· supply chain.. the complete sequence of suppliers that help to create a good or service and deliver it to business users and final consumers 
· logistics.. the process of coordinating the flow of goods, services and information among members of the supply chain
· physical distribution.. activities are aimed at efficiently moving finished goods from the production line to the consumer or business buyer 

Customer Service 
· customer service standards measure the quality of service a firm provides for its customers 
· warranties are a firm’s promises to repair a defective product, refund money paid, or replace a product if it proves unsatisfactory 
· internet retailers have worked to humanize their customer interactions and deal with complaints more effectively 
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Promotion and Pricing Strategies 

Market Mix – Proportion and Pricing 

Customer Segment Focus  Product  Distribution (place)  Promotion  Pricing 
· product and distribution are about providing an appropriate product to the right place 
· promotion and pricing are about attracting and sustaining customers 

Promotional Strategy 
· Promotion .. the function of informing, persuading, and influencing a purchase decision 
· Integrated marketing communications (IMC).. the coordination of all promotional activities – media advertising, direct mail, personal selling, sales promotion, and public relations – to produce a unified, customer-focused promotional strategy 

Market Position 
· a concept whereby marketers try to establish a perception of the products in the minds of the customer by communicating to buyers the meaningful differences about the attributes, price, quality, or use of a product or service 

The Promotional Mix 
· promotional mix.. the combination of personal and non-personal selling that marketers use to meet the needs of a firm’s target customers and to effectively and efficiently communicate its message to them 
· personal selling.. the most basic form of promotion: a direct person-to-person promotional presentation to a potential buyer 
· non-personal selling .. forms of selling such as advertising, sales promotion, direct marketing, and public relations 

Comparing the Elements of the Promotional Mix

[image: ]




Objectives of Promotional Strategies 

[image: ]

Advertising ..paid non-personal communication usually targeted at large numbers of potential buyers 
· advertising expenditures are large ; automotive, retail, and telecommunications firms spend the most on advertising in north America 
· carmakers spend $20 billion on advertising yearly 
· consumers are bombarded with many messages 
· firms need to be more and more creative and efficient at attracting customers attention 


What works in advertising? – “Happiness sells”

Types of Advertising 
· product advertising.. messages designed to sell a particular good or service 
· institutional advertising .. messages that promote concepts, ideas, or philosophies. It can almost promote goodwill toward industries, companies, organizations, or government entities 
· government advertising economic plan 
· cause advertising.. a form of institutional advertising that promotes a specific viewpoint on a public issue as a way to influence public opinion and the political process .. eg. Cancer research 

Advertising and the Product Life Cycle 
· informative advertising.. is used to build initial demand for a product in its introduction phase 
· persuasive advertising.. attempts to improve the competitive status of a product, institution, or concept , usually in its growth and maturity stages 
· comparative advertising compares products directly with their competitors, either by name or by inference 
· reminder-oriented advertising.. maintains awareness of the importance and usefulness of a product in its late maturity or decline stages 

Types of Advertising 
· television 
· easiest way to reach a large number of consumers 
· leading, but most expensive, advertising medium 
· newspaper 
· dominate local advertising 
· relatively short lifespan 
· radio 
· commuters in cars are a captive audience 
· internet radio offers new opportunities 
· magazines 
· consumer publications and trade journals 
· can customize message for different areas of the country (local ads, wraparounds) 
· direct mail 
· average north American receives 550 pieces annually 
· high per person cost, but can be carefully targeted and highly effective 
· outdoor advertising 
· billions spent annually in north America 
· requires brief messages 

· online and interactive advertising 
·  Widgets (or gadgets) are small television screen images carrying marketing messages; contain embedded links to home sites.  
·   Viral advertising creates a message that is novel or entertaining enough for consumers to forward it to others  
· Sponsorship.. Providing funds for a sporting or cultural event in exchange for a direct association with the event 
·  Exposure to target audience  
· Association with image of the event  
· Other media options 
· Marketers look for novel ways to reach customers  
· Infomercials: A form of broadcast direct marketing; 30-minute programs resemble regular TV programs, but sell goods or services
· ATM commercials/receipts  
· Directory advertising  
Sales Promotion.. forms of promotion such as coupons, product samples, and rebates that support advertising and personal selling 

Consumer-Oriented Promotions 
· premiums, coupons, rebates, samples 
· marketers generally choose free/reduced price premiums likely to get customers thinking and caring about a brand and product 
· coupons attract new customers, but focus on price rather than brand loyalty 
· rebates increase purchase rates, promote multiple purchases, and reward product users 
· three of every four customers who receive a sample will try it 
· games, contests, sweepstakes 
· introduction of new products 
· offer cash, merchandise, or travel as prizes to participating winners 
· subject to legal restrictions 
· specialty advertising 
· promotional items that prominently display a firm’s name, logo, or business slogan (eg. Promotional pens)

Trade-Oriented Promotions 
· Sales promotion geared to marketing intermediaries, note to final consumers
· Encourage retailers 
· To stock new products  
· To continue carrying existing ones  
· To promote both new and existing products effectively to consumers
· Point-of-purchase (POP) advertising  
· Trade shows  

Product Placement Promotion 
· product placement .. a form of promotion where marketers pay placement fees to have their products featured in various media, from newspapers and magazines to television and movies 

Guerilla Marketing Promotion 
· guerilla marketing .. innovative, low cost marketing efforts designed to get consumers’ attention in unusual ways 

Personal Selling
· A person-to-person promotional presentation to a potential buyer
· Many companies consider personal selling the key to marketing effectiveness. 
· A seller matches a firm’s goods or services to the needs of a particular client or customer.  
· Businesses often spend five to 10 times as much on personal selling as on advertising.  

When Personal Selling is Advantageous 
· Firms focus on personal selling under four conditions: 
·   Few, geographically concentrated customers  
· Product is technically complex, involves trade-ins, or requires special handling  
· Product carries a relatively high price  
· Product moves through direct-distribution channels  

Sales Tasks 
· Order processing.. A form of selling used mostly at the wholesale and retail levels; involves identifying customer needs, pointing out products that meet those needs, and completing orders  
· Creative selling.. A persuasive type of promotional presentation  
· Promotes a good or service whose benefits are not readily apparent or whose purchase decision requires a close analysis of alternatives 
· Missionary selling.. An indirect form of selling in which the representative promotes goodwill for a company or provides technical or operational assistance to the customer  
· Telemarketing.. Personal selling by telephone, which provides a firm’s marketers with a high return on their expenditures, an immediate response, and an opportunity for personalized two-way conversation  

Prospecting, Qualifying and Approaching 
· A good salesperson varies the sales process based on customers’ needs and responses.  
· Prospecting ..is identifying potential customers.  
· Qualifying.. is identifying potential customers who  have financial ability and buying authority. 
· Done through direct mail responses, personal visits from sales representatives, email, electronic social media
· Approaching.. is analyzing available data about a prospective customer’s product lines and other pertinent information. 

Presentation and Demonstration 
· Presentation 
· sales people communicate messages.. they may describe the major features of their products, highlight the advantages , and cite examples of satisfied customers 
· Demonstration
· Reinforces the message that the salesperson has been communicating 

Handling Objections and Closing
· Use objections as an opportunity to answer questions and explain how the product will benefit the customer.  
· The closing is the critical point in the sales process; asking the customer to buy.  
· Even if the sale is not made, the salesperson should regard the interaction as the beginning of a potential relationship.  

Follow-Up
· an important part of building a long-lasting relationships 
· may determine whether the customer will make another purchase 

Pushing and Pulling Strategies 
· Pushing strategy.. Personal selling to market an item to wholesalers and retailers in a company’s distribution channels 
· Companies promote the product to members of the marketing channel, not to end users. 
· Pulling strategy.. Promote of a product by generating consumer demand for it, mainly through advertising and sales promotion appeals 
· Potential buyers will request that their suppliers—retailers or local distributors—carry the product, thereby pulling it through the distribution channel. 
· Most marketing situations require combinations of push and pull strategies  
· Cooperative advertising.. Allowances that marketers provide to share with channel partners the cost of local advertising of their firm’s product or product line  

Market Strategy – Pricing Strategy 
Marketing Strategy 
Customer Segment Focus  Product  Distribution (place)  Promotion  Pricing 
Pricing Objectives in the Marketing Mix 
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Pricing Objectives in the Marketing Mix
· Price.. The exchange value of a good or service  
· Profitability objectives.. Common goals that are included in the strategic plans of most firms 
·  Maximize profits by reducing costs.  
· Maintain price while reducing package size.  
· Volume objectives.. Pricing decisions that are based on market share, the percentage of a market controlled by a certain company or product  
Prestige Objectives 
· Prestige pricing.. Establishing a relatively high price to develop and maintain an image of quality and exclusiveness  
· Recognition of the role of price in communicating an overall image for the firm and its products.  
· Products that are limited in distribution or so popular that they become scarce generate their own prestige.  





Breakeven Analysis .. the pricing-related technique used to calculate the minimum sales volume a product must generate at a certain price level to cover all costs 
Breakeven Point (IN UNITS) = Total Fixed Costs/Contribution to Fixed Costs per Unit
Breakeven Point (IN DOLLARS) = Total Fixed Costs/ 1-Variable Cost per Unit/Price
Alternative Pricing Strategies 
· Skimming pricing.. A strategy that sets an intentionally high price relative to the prices of competing products 
· Helps marketers set a price that distinguishes a firm’s high-end product from those of competitors 
· Penetration pricing.. A strategy that sets a low price as a major marketing tactic 
· Often used with new products 
· Everyday low pricing (EDLP).. A strategy of maintaining continuous low prices instead of using short-term price-cutting tactics such as cents-off coupons, rebates, and special sales 
· Discount pricing is used to attract customers by dropping prices for a set period of time. 
· Competitive pricing.. A strategy that tries to reduce the emphasis on price competition by matching other firms’ prices and by focusing their own marketing efforts on the product, distribution, and promotional elements of the marketing mix 
Consumer Perceptions of Pricing

· Price-Quality relationships 
· consumers’ perceptions of quality closely tied to price 
· High price = prestige and higher quality 
· Low price = less prestige and lower quality 
· Odd pricing .. a pricing method that uses uneven amounts to make prices appear to be less than they are .. eg. $1.99.. $9.95
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Understanding and Analyzing Financial Statements 
Accounting: the process of measuring, interpreting, and communicating financial information to support internal and external business decision-making 

Business Activities Involving Accounting 
· financing .. activities provide necessary funds to start a business and expand it after it begins operating 
· investing.. activities provide valuable assets required to run a business 
· operating.. activities focus on selling goods and services, but they also consider expenses as important elements of sound financial management 
The Foundation of the Accounting System 
· Generally Accepted Accounting Principles (GAAP):  principles that outline the conventions, rules, and procedures for deciding on acceptable accounting practices at a particular time 
· Accounting Standards Board (AcSB): the organization that interprets and modifies GAAP in Canada for private and NFP businesses 
· Canadian public companies are required to use International Financial Reporting Standards (IFRS) .. these standards allow for financial statements to be more easily compared from country to country 
· Corruption of Foreign Public Officials Act: a federal law that prohibits Canadian citizens and companies from bribing foreign officials to win or continue business 

The Accounting Cycle: the set of activities involved in converting information and individual transactions into financial statements 

Balance Sheet
· statement of a firm’s financial position at a specific point in time 
· what a firm owns versus what it owes at a specific point in time 

Balance Sheet Components 
· Asset: anything with future value (or benefit) owned or controlled by a firm
· Liability: a claim against a firm’s assets (what the firm owes others apart from owners) 
· Owner’s Equity: the funds that owners invest in the business plus accumulated profits 

Assets 
· current assets.. cash or tangible liquid assets that can be easily converted into cash and are expected to be used within the next year (cash, supplies, inventory, etc)
· fixed assets.. tangible assets that are expected to last one year or more (plant equipment, land) 
· intangible assets .. intangible assets that are expected to last one year or more (eg. Patents, copyrights, trademarks) 

Types of Liabilities 
· current liabilities ..liabilities expected to be paid off within one year (eg. Wages, bank line of credit, bills that have money still owing) 
· long-term liabilities.. liabilities expected to not be paid off within the next year (eg. Bank loans, mortgages) 





Balance Sheet – Two Key Notions 
· accounting equation:  Assets = Liabilities + Owners’ Equity 
· Balanced Accounts & Double-Entry Bookkeeping.. the process used to record accounting transactions; each individual transaction is always balanced by another transaction 

Income Statement: a financial record of a company’s revenues, expenses, and profits over a specific period of time 
· reports profit or loss 
· focus on revenues and costs associated with revenues 

Statement of Changes in Equity: a record of the change in equity from the end of one fiscal period to the end of the next fiscal period 
· begins with the amount of equity shown on the balance sheet 
· net income is added, and cash dividends paid to owners are subtracted 

Statement of Cash Flows: a record of the sources and uses of cash during a period of time 

Accrual Accounting: an accounting method that records revenues and expenses when they occur, not when cash actually changes hands 

Categories of Basic Financial Analysis 
1. Ratio analysis.. assess and interpret the relationship among the financial results of a firm 
2. Trend.. look at a firm’s financial trends over a period of time to see whether they are improving or declining 
3. Comparative analysis.. compare financial metrics and ratios to firm’s in the same industry or situation 

Financial Ratio Analysis 
· examines the relationships between critical components of information found on the financial statements 
· produces a standardized metric  
· used as first indicators of financial and operating health 
· many firms and industries have key ratio metrics that they monitor daily 
Ratio Analysis is a tool for measuring a firm’s liquidity, profitability, and reliance on debt financing, and how effectively management uses the firm’s resources 

Liquidity Ratios.. measure a firm’s ability to meet its short-term obligations
- examines the ratio of short term financial obligations relative to the firms liquid financial assets  
· current ratios.. compares current assets to current liabilities .. identifies how much current activities are available to pay off current liabilities 
**Current Ratio = Current Assets/Current liabilities**



· acid-test (or quick) ratio.. measures the ability of a firm to meet its debt payments on short notice .. identifies how much cash and cash equivalent assets are available to pay off current liabilities 
** Acid-Test Ratio = Current Assets – Inventory/ Current Liabilities**

Efficiency Ratios 
· receivable turnover ratio.. indicates the number of times receivables turnover in a year 
**Receivables Turnover = Sales/Accounts receivable **

Profitability Ratios .. measure the organization’s overall performance by evaluating its ability to generate revenues in excess of operating costs and other expenses 

Leverage Ratios.. measure how much a firm relies on debt financing 

Net Profit Margin.. identifies the profit produced by one dollar sales revenues 

Return on Equity.. identifies the profit produced by every dollar invested by owners in the firm 

Gross Profit Margin.. Identifies the gross profit produced by every dollar of sales 

Debt Ratio.. examine the ratio of assets that back up the debt 

Long-term Debt to Equity.. examine firm’s ability to cover long term debt 

Activity Ratios.. examine how efficient the firm is at operating 

Inventory Turnover.. how many times inventory is soles or tuned over in a year 
apr
Total Asset Turnover.. indicates how efficient a firm is at deploring its resources 
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