Managers and Managing

Definition of management: working with and threw individuals and groups in order to achieve desired goals

As a manager you are working with people 85% of the time.

Span of executive control: one manager cannot manage more than 7 other people.

POWER = AUTHORITY * RESPONISIBILITY

As a manager you have to understand that everyone thinks in a different way, therefore a manager must always ask himself/herself:

· How much should a manager know about dealing and interacting with people?

· Where does a manager draw the line?

· How well do you know the people you work with?

There are certain definitions that should be kept in mind

Goal: long term desired results

Objective: what you will do to get your goal

Managerial functions

· Planning

· Organizing

· Leading

· Controlling

Organizational functions:

Accounting, financial, operational, management

Human resources management, marketing

Process of Management

VISION --------------leads to------------------Mission

Mission

(Philosophy)

· Market demand

· Culture

· Technology

· Demographics

· Legal

· Political

· Location

· Social/ethical responsibility

· Economics

· GOAL

· Time frame/challenge/realistic

· Set by people that are responsible for achieving them

· Long term desired result

· Objectives

· Short term steps

· Plan (detailed course of action)

· Policy

· Procedures (sequence of steps to carry out the policy)

· Budget

· Rules

· PLAN

Organize-------------------------------------------Control----------------------------------------Direct

· Establish standard

· Measure performance

· Compare actual VS. Standard

· If significant deviation take correct action

ART of Communication---------------------------------------------------------------------------------------
Synergy: everything works together (works harmoniously)

Henry Fayol- a very important name- was the first one to describe managerial functions.

He noted that managers at all levels must perform each of the following functions of

· planning

· organizing

· leading

· controlling

Described by Mintzberg
A role is a set of specific tasks a person performs because of the position they hold

Roles are directed inside as well as outside the organization

1. Interpersonal

2. Informational

3. Decision

Managerial skills

1- Conceptual skills (dream)
· An ability to analyze and diagnose a situation and find the cause and effect

· The ability to dream

2-  Human skills

· Ability to understand alters, lead, and control people’s behavior.

· The ability to inter-relate, be flexible, move from one situation to another

(You may have to tell someone a bad news and tell other good news and explain to other a business strategy in one day or within few hours; therefore you have to be able to move from one situation to another).
3- Technical skills:
· lower-level of managers in the organization

· Specific knowledge required to perform a task, the day-to- day.

Measuring Managerial Performance

Peter Drucker- another important name that we have to know- talks about how to measure a manager’s performance.

· Economy: terms and conditions under which human and material resources are required.

· How did you deal with the money and with the people?

· Efficiency: the amount of resources incurred to produce goods and services.

· The amount of resources you used to produce stuff.

· Effectiveness: are you achieving what you want to achieve?

· How well the organization is doing in meeting its goals

Forms of Ownership

· Sole-proprietorship

· Partnership

· Corporations

Sole-proprietorship

When management and ownership are one and the same

The person is the business

Sole-proprietorship is the oldest and most common forms of legal ownerships in Canada (60%-70%)

Canada encourages sole-proprietorship because it is the back bone of the Canadian economy

Advantages

· Sole-proprietorship increases jobs. It also increases competition; this leads to better products, better services and better prices.

· It is easy to form/dissolve: must be legal

· License may be required

· Government preferential treatment

· Sole claim on all profits but they do have the highest rate of bankruptcy, and sometimes the owners do not know what they are doing

· Personal incentive/satisfaction

· The owner only pays the personal income tax

· Secrecy

Disadvantages:

· Unlimited liability: you can use everything

· Lack of continuity (uncertain of direction): DIE
· Management limitations

Partnership

Management limitations is a problem in the sole-proprietorship

This is how partnership develop

It is when two or more people combine their financial, managerial, and technical abilities to operate a business for profit.

Partnerships have a problem which is management difficulties- when dealing with others and having problems with them.
Two types of partnerships

1- General partnership

· All partners have unlimited, or general, liability

2- Limited partnership

· One general partner (by law)

· One or more limited partners

By Canadian law every partnership should have a general partner. You cannot have all limited partners.

In Canada, most people go into a general partnership because everybody’s assets go on the line. This way people are more cautious in their decision.

Articles of partnership

How do you protect yourself?

By articles of co-partnership

· Prevents misunderstanding and ill-will at some future date
· Any contract that you set, it is very important for you to know that you can make up any kind of agreement as long as it falls under the law of the land.

· Both people have to be sober when signing the agreement. 

· When you sign a legal document you should always have an impartial witness with you. It is not required in Canada.

Partnership advantages

· Easy to form

· Owners are taxed at personal rate

· Larger availability of money

· Diversification of management skills, different knowledge in different areas
· Retention of valuable employees

· Personal interest/satisfaction

Partnership disadvantages

Usually unlimited liability (joint and several liability) - everyone is liable

Management difficulties

Difficult to withdraw investment

· death

· insanity

· incarceration

· simple withdraw

In the article of partnership there should be some sort of agreement about the above issues and what should be done is case something happens.

Corporations
Economic/social benefits

· Most effective means of managing productive resources: land, labor and capital

· Professional management and research

· Higher living standards

Our generation, economist say, will not have a higher living standard as our parents

Economic/Social Problems

· Bigness

· Monopolies

· Morale

· Price fixing
· Environmental: business abuses the environment, and there is lack of regulations about this issue
· Political: business supporting certain legislations that work for them.

How do you form a corporation?
Federally: if you want to deal in international operations and over the boarders

Provincially: only in the province.

Article of incorporation must be drawn

· Name of corporation: you are asking the government to create a person

· It has a name that should not be in use/ not misleading to the general public.

· Type/number of shares to be issued: -borrow money or sell a piece of the corporation. Pay for the right to issue shares. You pay with what is called blocks (certain number of blocks). In the future if you want more blocks you have to pay more.

· Number of directors: by law you only require one

· Location of corporation: you have to tell the government where you have your head office, because the laws of the provinces vary.

· Purpose of business: set it up for a reason, you can change it in the future if you apply to the government to allow you to do that.

How Is A Corporation Controlled?
· Shareholders: the owners of the corporation, anyone can buy share of stocks. They have rights as owners of the corporation. They elect people to establish the laws of the company these people are called board of direction.

· Board of directors: most corporations have a board around 15-20 people; they may or may not be shareholders.

· Senior management: the board appoints them to a position (example: Vice president).

· The president is the vice share of the board.

The Shareholders

· The owners of the corporation

· Two classifications:

· Common (residual) 

· Preferred

Rights of a Shareholder:

· Vote for the board of direction (one vote/share) - shareholders can get together and give someone (a shareholder) a proxy and that individual have the right to vote on their behalf.

· You have the right to receive dividend if declared: the profit of the corporation belong to the shareholders if the board of directors decide to distribute the profit or some of it or none. Board of directors may keep the money to make invest more in the business.

· To hold/sell any share registered in your name: a share is a property that anyone can own; you have the right to sell it, give it, keep it, just like anything that you own. When you buy share you get a registered certificate that kind of looks like a cheque. 

· To share in assets on a pro rata basis: if a business liquidates, the first one it has to pay is the government. Then if there is any money left it is paid to the creditors, there are some that are secured and some that are not. Then it goes to the preferred shareholders then the common ones (the ones that get the scrap).however if there is any money left, as a shareholders you have the right to get the money

· Pre-emptive right (the right to maintain percentage ownership of business): before the company sells the new issued shares they offer it to the current owners. If the current owners do not want to buy more, then the board of directors can sell it to people

· To inspect the book: courts in Canada say that you should have a critical reason to inspect the books. It is not a meaningful right.

How Does The Corporation Obtain Money?

Equity Financing:

The selling of shares in the business
Diluting ownership (You do not get anything the corporation does not owe you anything)

Debt Financing:

· The borrowing of money

· Interest payment

· Date of maturity

Most business will try to balance both when they want to obtain money.

Equity Financing (selling shares)

TIP: Make sure you understand that if you are in the market you can afford to lose what you invest.

Common shares (Residual) garbage(Last in line)
· Vote 

· Dividends (if declared)(after preferred owners)

· Share in assets (after preferred)

MORE RISK, but the greater the risk the greater potential return
Preferred

· Usually, no vote

· Dividends (if declared) (at a certain rate: there is a rate to return attached to the share)

· Share in assets (before common shareholders)

· Preferred shares are cumulative if you do not get the shares that year; you get them all together whatever year they are declared and you get them before the common shareholders even get any.

LESS RISK, hoping for dividend.

The Board of Directors

Sounds impressive (usually when we think of the directors)

· They represent the right of the shareholders

· Formulate/adopt a set of a corporate bylaw
· Oversees/evaluates job of senior management

Negative:

You are absolutely liable for GST and Income Tax.

Liable for six months of employee wages
You can get liability insurance, but you will not be able to get that much to protect yourself.

What Is A Corporation?

“An artificial being, invisible, intangible, and existing only in the eyes of the law”

It is a legal equity: it exists on paper only; it has all of the rights of an individual.

Rights

· Buy, own, sell, and manage property

· To sue and be sued

· Recognized as a legal owner of the business

· To continue forever

Advantages of a Corporation

· Limited liability- only lose what he/she invested

· Easier to obtain capital

· Easier to transfer ownership

· Length of life, continued to existence

· Greater efficiency of management

· Easier to expand

· Legal equity

Disadvantages of a Corporation

· Double taxation: the company gets taxed and the people get taxed when they the dividend.

· More expensive to organize

· Large number of government restrictions

· Must publish annual reports

Types Of corporations: 

The federal and provincial charters allow for four types of commercial corporations:

· Private

· Public

· Mixed

· Crown.

Private Corporation

· Shareholders are limited to 50.

· Shareholders cannot sell their shares of stock without the approval of the board of directors. (it is usually a family corporation, they are closely held corporations)

· The general public is not permitted to buy shares to bonds from a private corporation.

Public Corporation

· This form of corporation CAN BE owned by more than fifty shareholders.

· Can issue shares and bonds on the financial markets
· Usually owned by hundreds or thousands of shareholders
The Crown Corporation

Btw: Canada from east to the west is 7000km

The majority of the Canadian population (85%) lives within a 250 km from the U.S boarder. 85% of the 85% lives in the Quebec Windsor corridor.

Canada is the second biggest country in the world.

· A business that is owned and operated by the government (either Federal or Provincial)

· Is considered to be a form of public ownership in which the government owns and operates a business on behalf of the general public.

· Fosters competition. 

· Some believe that certain sectors of the economy (natural resources: transportation) are too important to be left in the hand of private firms

· Provide services which would not likely be offered by others. (the government creates the crown corporation to help the people that live outside of the area that most people live in, example the prairies and stuff)

The Mixed Corporation

· Jointly owned by the Government and general public
· Politicians do not participate in day-to-day decision

· Most operate in the exploration and natural resource sectors.
Franchising

· In business for yourself, not by yourself

· Over 1100 franchisor companies in Canada

· Over 60000 outlets in Canada (franchise operation

· Over $90 billion in sales in Canada

Advantages of Franchising

· Training and management assistance

· Personal ownership

· Nationally recognized name

· Financial advice and assistance

Disadvantages of Franchising

· Large start-up cost

· Share your profits/management regulation

· Coattail effect- your success is tied to the franchisor’s performance (it takes years to build up a reputation and takes a second to destroy it).
Buying a Franchise

· Br careful
·  investigates
· educate yourself
· Shop around- do your homework

· Get legal and financial advice

· Look for financial stability in the franchisor

· Scrutinize the business plane and perform statements

