BU 121 Final Exam Review

Finance and CVP (24 Marks):
Chapter 12(16) – Managing the Firm’s Finances (4 Marks):

Finance:
· The art and science of managing a firm’s money so that it can meet its goals

Financial Manager:
· Must decide how much money is needed and when, how best to use the available funds and how to get the required financing. 
· Its responsibilities include financial planning, investing, and financing.
· Maximizing the value of the firm is the main goal of the financial manager.

Financial Planning:
· Preparing the financial plan, which projects revenues, expenses and financing over a given period.
· Enables the firm to estimate the amount and timing of financial resources it needs to meet business goals.
· The planning process begins with forecasts based on the demand for the firm’s product. They are the basis for cash budgets and allow the top management to analyze the impact of different options on the firms profit.

How Organizations Use Funds:
· The financial planner decides how to best use the firm’s money.
· Short-term expenses support the day-to-day activities and long-term expenses are typically for fixed assets.
· Must make sure that they have the correct balance between cash and marketable securities in order to pay bills and unexpected expenses.
· Must collect money owed to the firm (A/R) as quickly as possible.
· Another use is to buy inventory needed by the firm, shipping, handling, etc.
· Also uses funds to invest in long-lived assets.

Obtaining Short-term Financing:
· Short-term financing comes due within a year. The main sources of unsecured short term financing are:
· Trade Credit- extension of credit between the time the buyer receives the goods and when they pay for them
· Bank Loans- agreement between a bank and a business that specifies that max amount of borrowing the bank will make available (line of credit)
· Commercial Paper- unsecured short term debt-an IOU- issued by a financially strong corporation
· Secured loans require a pledge of certain assets, as security for the loan
· Factoring or selling accounts receivable at a discount is another form
Raising Long-term Financing:
· Financial managers must choose the best mix of debt and equity for the firm
· Main advantage of debt financing is the tax-deductibility of interest, but debt involves financial risk, because it requires the payment of interest or principal on specified dates.
· Equity- common and preferred shares- is considered a permanent form of financing on which the firm might or might not pay dividends. They aren’t tax-deductible.

Trends:
· The role of the CFO has changed, as they are taking the central role in overseeing corporate compliance with various regulations and re-establishing public trust.
· Need to balance between a corporate cop and strategic planner
· More companies are adopting risk management to identify and evaluate risks and select techniques to control and reduce risk.

Lecture – Ratio Analysis (not including liquidity) and CVP (20 Marks):

Debt vs. Equity:
·  = 
· Rule of thumb for industrial firm <1:1
· How much debt has been used to finance the company compared to equity.

Stability Ratios:

· Measures the degree to which a company has locked itself into financial costs
· Maximizing our returns while buying on margin -> Leverage
· Implies that a given change in sales will result in greater change in profit
· Rule of thumb: 0.5:1 - 1:1 average
· Advantage: Long-term debt is the cheapest source of capital because they are tax-deductible.
· Disadvantage: Higher long-term debt means higher interest payments, greater risk.
· Lower degree of leverage gives lower risk but higher cost of capital=lower return. Vice versa.

· Helps assess the risk inherent in being highly levered
· Can we afford to cover the interest? Is the risk acceptable?
· Rule of thumb:>3x, but should look at long run trend for earnings



Profitability Ratios:


· If the gross profit margin is strong and the net is not, the problem starts after gross profit. Operating expenses come off after gross so may be the problem.
· Check components of the income statement

· Most important profitability ratio for investors

Marketability Ratios:

· Measures the overall profit generated for each share in existence over a particular period.
  
· Helps gauge stock value and growth prospects
· If high P/E ratio, why would people bid up price relative to earnings available?
· Inverse relationship, given that it is growing, it will reinvest and continue.

· Shows how much a company pays out in dividends each year relative to its share price.
· How much cash flow you are getting for each dollar invested in an equity position.

· What percentage of available earnings are being paid out in the form of dividends
· Low payout ratio means company is focused on retaining their earnings and it means the dividend is more secure because they are easier to pay out.

Operating Leverage:
· A measurement of the degree to which a firm incurs a combination of fixed and variable costs.
· A business that has a higher proportion of fixed costs and a lower proportion of variable costs is said to have used more operating leverage. Vice versa.
· For example, convenience stores are significantly less leveraged than high-end car dealerships.
· The greater the degree of operating leverage, the greater the potential danger from forecasting risks.
Breakeven:

· Determines the point at which the revenue received equals the costs associated with receiving the revenue.
· It does not analyze how demand will be taken into account at different price levels.

Contribution Margin:

· Determines the profitability of individual products.
· If margin is below other products on the product line, the manager can determine whether the variable costs can be reduced or the end price can be increased. If neither, may decide to drop the unprofitable product.



Applications of Contribution:
· If increasing advertising by so much increased sales, would you do it?
· Contribution Margin
· If decreasing variable costs by a certain amount decreased units sold, is it worth it?
· Contribution Margin and Rate 
· If paying sales people a commission would reduce salaries and increase sales, would you do it?
· Breakeven and Contribution
Decision Point:
· Point where incremental (additional) fixed costs are covered by the incremental contribution.
· 

Operations and Sustainability (15 Marks):
Chapter 13(11) – Achieving World-Class Operations Management (4 Marks):

Production:
· The creation of the products and services by turning inputs, such as natural resources, raw materials, human resources and capital, into outputs which are products and services.
Operations Management:
· The management of the production process.
· Operations managers work closely with other functions in organizations to help ensure quality, customer satisfaction and financial success.

The Production Process:
· There are three types of production:
· Mass Production- the ability to manufacture many identical goods at once (cereal, soft drinks).
· Mass Customization- a manufacturing process in which goods are mass produced up to a point and then custom tailored to the needs of individual customers (Taylormade clubs).
· Customization- the production of goods or services one at a time according to the specific needs of individual customers (houses, haircuts).
· Operation managers also classify production processes in two ways:
· By how inputs are converted into outputs
· By the timing of the process

Location:
· Site selection affects operating costs, the price of the product and the company’s ability to compete.
· Firms must weigh the availability of resources and even capital, as well as the ability to serve customers and take advantage of marketing opportunities. 
· Local incentives, appropriate design for facility.

Resource Planning:
· Production converts input resources into outputs. 
· Firms must ensure that the resources needed for production will be available at strategic moments in the production process.
· If not, productivity, customer satisfaction and quality may suffer.
· Carefully managing inventory and creating relationships with suppliers, firms will reduce costs and improve efficiency.

Improving Production and Operations:
· By implementing quality control methods, firms often reduce the problems of defective products that lead to higher costs and dissatisfied customers and streamline production.
· Lean manufacturing also helps streamline production by eliminating unnecessary steps in the production process.
· When activities that don’t add value for customers are eliminated, manufacturers can respond to changing market conditions with greater flexibility and ease.

Transforming With Technology:
· Using computer aided systems, human time and effort can be minimized as they will design the product for you and control the flow of resources needed for production.
· Robotics and flexible machinery will reduce labour costs and control quality. 


Lab Manual – Sustainability article, page 258-267 (1 Mark):

Looks at the balanced integration of social and environment considerations in business strategy and operations – maintaining economic success & achieving commercial advantage by reputation, trust – satisfying customers’ demands – leading corporations follow this
The business case specifics
Cost savings improved operational performance and efficiencies  costs avoided by minimizing business risk and improving safety  cost saving from improved recruitment and retention of talented employeesCost saving and income produced through improved employee morale and productivity
Generating growth: increased revenue through learning and innovation  enhanced recognition and reputation  improved customer loyalty improved access to capital  improved supply chain management  enhanced ability to strategically plan for longer terms

Lecture (10 Marks):

Service vs. Manufacturing:
· Both transform ‘raw material’ into a finished good, but in a service…
· Raw material is a person with an unsatisfied need
· Service is performed, not produced
· Must focus on process as well as outcome(McDonalds burgs the same)
· Characteristics are intangible, experience is key, cant be stored
· Impacts capacity
· Manufacturing
· Sets capacity slightly ahead of demand, expensive to add/sit idle.
· Seasonally- shift demand by pricing (cheaper and other uses).
· Service
· Low contact (customers not there when service is performed, taxes)-set capacity to average demand
· High contact (restaurant)- set capacity at peak demand

Mass Production vs. Mass Customization: 
· Mass production technology:
· Stable market conditions
· Efficiency vs. effectiveness
· Focus on effectiveness first, then worry about how efficient you make it.
· Repetition
· New economic reality
· Constant change
· Customer-driven
· Customization and innovation

Sustainable Product Design:
Development that meets the needs of the present without compromising the ability of future generations to meet their needs (Profit, environment, society). 
· Cradle-to-Cradle design
· Eco-effective design based on nature’s design principles.
· Eliminate the concept of waste; reuse what’s wasted (Nike).
· Products developed for closed loop systems (every output is safe and beneficial).
· Biomimicry
· Sustainable innovation inspired by nature (Velcro and burs on a dog).
· Not based on what we can extract from organisms but what we can learn from them.
· Product Stewardship
· The responsible and ethical management of the health, safety and environmental aspects of a product throughout its total life cycle.
· The concept of extended producer responsibility, accounting for the impact of the product during use and after disposal.
· Sustainability through servicing
· Change business model from selling products to providing services
· Turn demand for reduced material use into strategic opportunity. Services more difficult to imitate, comp. adv.
· Sustainability of the supply chain
· Management of raw materials and services from suppliers to manufacturer/service provider to customer and back with improvement of the social and environmental impacts explicitly considered.
· Wal-Mart-> to measure and reduce amount of energy used in making and distributing their products.

Greenwashing:
Misleading consumers regarding the environmental practices of a company or the environmental benefits of a product or service. Six sins:
· The sin of the hidden trade-off
· Makes a claim on positive attributes but avoids other issues that could cause more harm, a net negative.
· The sin of no proof
· Due to lack of certification
· The sin of vagueness
· Very misleading
· The sin of irrelevance
· Might be true but doesn’t matter at all
· The sin of fibbing
· Ultimately lying
· The sin of lesser of two evils
· Environmental qualifiers are placed on products in which the entire product category is of questionable environmental value (green insecticides).



Human Resources and Emotional Intelligence (17 Marks):
Chapter 14(10) –Managing Human Resources and Labour Relations (3 Marks):

Achieving High Performance Through HR Management:
· Human Resource Management
· The process of hiring, developing, motivating, and evaluating employees to achieve organizational goals.
· Creating a strategy for meeting human resource needs is called human resource planning, which begins with job analysis.
· Need to determine the number of people needed by some time and which employees could fill other positions within the business.


Employee Recruitment and Employee Selection:
· Recruitment
· The attempt to find and attract qualified applicants in the external labour market.
· Selection
· The processes of determining which persons in the applicant pool possess the qualifications necessary to be successful on the job.
· Steps
· Initial screening: application and interview
· Employment testing
· Selection interview
· Background and reference check
· Physical exams
· Decision to hire

Employee Training and Development:
· Activities that provide learning situations in which an employee acquires additional knowledge or skills to increase job performance.
· Orientation
· Prepares a new employee to perform on the job.
· On the job training
· Learn by doing, job rotation
· Off the job training
· Simulations, programmed instruction

Laws Affecting HR Management:
· Charter of Rights and Freedoms
· Right to live and seek employment in Canada
· Human Rights Legislation
· Equal opportunity
· Canadian Human Rights Act
· Prohibits discrimination on a number of grounds
· Employment Equity Act 
· Attempts to remove employment barriers
· Occupational Health and Safety Act
· Protect health and safety of workers
· WHMIS
· Protect workers by having information about hazardous materials

Trends:
· More companies are hiring minorities as it is seen as a good thing to be diverse. Competitive advantage.
· Outsourcing is becoming more popular.
· Adapt to organizational culture.

Lab Manual – 4 EI articles, page 280-308 (4 Marks):

“The business case for emotional intelligence” provides 19 points for how EI contributes to the any work organization
“Emotional intelligence & return on investment” how EQi makes a difference in training & development, developing leaders and selection of highly qualified future leader to organization using case studies
America Express 
Case 1: EQi account for significant differences b/w high and low performing sales representative – 48% of variance in performance. Using this leads to  higher sales, better performance 
Case 2: initial survey @ 2000, follow up @ 2004; showed 100% of respondent stated knowing EI helped them get to higher role 
Using this leads to  leadership development – smoother transition to roles = reduction in training, better performance
examples also in fortune 100 insurance company , US air force, and NZ telecom… etc , main point EQi helps. 
“Leadership skills and emotional intelligence: concept popularized by Daniel Foleman “EI & working to EI” 
Mayor, Salovey and goleman were not first to recognize attribute; essential role, referred as people skills
Benchmark’s Connections b/w Ei and leadership skills and perspectives
Participative Management  Putting people at ease  Self Awareness  balance b/w personal life & work  Straightforwardness and composure  building and mending relationships  doing whatever it takes  decisiveness  confronting problems employees  change management
BenchMark’s career-threatening flaws & EI
problems with interpersonal relationship  difficulty changing or adopting
Points to remember
- command & control model is not effective  participative management style is better
-managers should be centered and grounded  have balance over personal life, be self aware, straightforward
-Willingness and ability to take action = effective leadership
-interpersonal relationship value is high
“EQ Factor” long article – revisit*** p.302 -308… 

Lecture (10 Marks):

Realistic Approaches to Recruitment:
Realistic Approach:
You plan well and do a good job, telling people the truth, good or bad, then there is a better fit for the job and they are more likely to stay employed with you – highlight cons to avoid disappointment, allow full job awareness so employees know what to expect.

Validation of Selection Methods:
· Validation process
· Administer the test to a group of people
· Predictive
· Administered to applicants, accurate results
· Problem is that you cannot compare answers to performance
· Concurrent
· Administered using current employees, immediately correlate answer to result
· Not as accurate but faster
· Best solution is to use both approaches.

· Compare the results/predictor scores with performance/criterion scores
· Find the relationship between the answer and performance
· Application forms
· Can ask education and experience
· Used for screening for job specs

· Interviews
· Most common but least valid because of interviewers and questions
· Train interviewers, use more than one and give feedback
· Use job analysis as guide for developing questions
· Use patterned questions
· Same questions in same order for same results 

Job Evaluation Process:
· Determining which jobs will be covered, what factors will be used.
· Table 1	Examples of Job Evaluation Factors
		Skill
		Education, Experience, Communication
		Responsibility
Financial Responsibility, Supervision, Freedom to Act, Decision-making, Contacts with others, Operational Latitude
		Effort
		Mental Effort, Problem Solving, Concentration, Complexity
		Working Conditions
     Mental Demand, Physical Effort, Visual Demand
· Collect information about each job (questionnaires, employee interviews).


· Systematically rate each job based on the factors selected
	Point Value of Each Factor

	
	Degrees

	Factors
	1
	2
	3
	4

	Education
	15
	30
	45
	60


· Select the benchmark jobs (commonly found in most organizations) from the jobs that have been evaluated.
	Evaluation of a Job

	Job Title
	Education
	Experience
	Problem Solving
	Total Points

	Field Assistant
	30
	20
	36
	86


· Plot each job using total job evaluation points and the pay rate
· This line can help to determine the number of grades, midpoints of each pay grade and which jobs should be grouped in the same grade.

Pay Equity Legislation:
· Prohibits paying different wages to employees who work for the same firm in jobs that are different but of comparable worth to company.
· Attempts to eliminate discrimination and wage gap that cant be explained by differences in education or seniority.

Emotional Intelligence vs. IQ and Personality:
· Emotional intelligence refers to the ability to perceive, control and evaluate your emotions and others. Ability to use awareness to manage your behaviour and relationships.
· IQ is the ability to understand, communicate, learn, problem solve and become self-aware.
· Personality is the combination of emotional, attitudinal and behavioural response patterns of an individual. 

Labour Relations and Negotiating (18 Marks):
Chapter 14(10) – Managing Human Resources and Labour Relations (1 Mark):

· Labour Union: An organization that represents workers in dealing with management over issues involving wages, hours, and working conditions
· Collective bargaining the process of negotiating labour agreements that provide for compensation and working arrangements mutually acceptable to the union and to management
Union organization  negotiating a labour agreement  day-to-day administering of agreement 
Modern Labour Movement
· Local union branch of national union that represents workers at specific plant or over a specific geographic area
· Shop steward: an elected union official who represents union members to management when workers have issues
3 main functions:
· Collective Bargaining
· Worker Relations and membership services
· Community and Political Activities
Negotiating Union Contracts
· Union Security
· Closed shop: Must be on union to be hired
· Agency shop: Not required to join union, but must pay a union fee
· Most union security today is union shop; non-union workers can be hired, but then they must join within 30-60 days
· Management Rights
· When unionized, management loses some decision power
· Management rights clause gives the employer all rights to manage the business except as specified in the contract
· Wages and Benefits
· Cost of Living Adjustment: A provision in a labour contract stating wages must rise if cost of living does
· Other contracts: Require lump sum adjustments: Wage stays the same for the contract period, but employee is paid a bonus once or twice in the contract
· Job Security and Seniority
· Higher Seniority = Higher job security
Grievance and Arbitration
Grievance: formal complaint, by employee or union, that management has violated some part of the contract
If problem not solved: 
Grievance put in writing → employee, supervisor, one or more union members discuss grievance 
→ still unsolved, goes to top management 
→ still unsolved, goes to arbitration
Mediation: method of attempting to settle labour issues in which a specialist tries to persuade management and the union to adjust or settle dispute
Arbitration: The processes of settling a labour-management dispute by having a third party make a decision
Tactics for pressuring a contract settlement
· When a contract expires and a new agreement has not be reached, the union is free to strike or engage in other effort to put pressure on the employer

Lab Manual – 2 Negotiations articles, pages 268-277 (2 Marks):

What- price, contact, job etc Why- motivation used to make decision (asked to learn about what is driving the price/what issue.. opens up a whole new arena to help negotiation Two ways to do this
· Bid, defend fight, convince, force or walk over pricing
· Ask questions to learn more about the interest behind pricing
Questioning skills  know where you want to go with question, ask permission to ask questions, state why you want to ask questions
Listening skills – selective listening, responsive and paraphrasing
Negotiation tips
1) negotiation is not merely a series of compromise
2) It’s your people skills that can make a difference  related to DISC
3) Most powerful negotiation skill is LISTENING (words 7%, tone 38%, body language 55%)
4) Develop plan before beginning to negotiate
5) the top ten factors for successful negotiation  know what you want, know the other side, consider timing and method of negotiation, prepare point by point, offer benefits for accepting offer, frame negotiation around one or 2 key points, know your BATNA, prepare options for mutual gain, listening is powerful, use power of draft




Lecture (15 Marks):

Structure of labour movement – 3 parties of government and roles

*Union is the go between you and the human resource, changes the relationship
*Government – lays out the rules by which management and union operate, there are legislations that we must be aware of *provincial primary, Ontario Labour Relation Board * needs to be aware of and understand, CLC – Canada labour code, sometimes company do things that cross provincial boundaries, only comes in affect when normal course of business crosses boundaries
Union structure – local, parent, labour congress  - how they are related and what they do
Local Branch of parent, completes day to day work in that parents set rules, part of labour congress – CFL, SCS
Parent sets rules & policy, part of labour congress, head of the company “like parents”, help with money, knowledge & has final say
Labour Congress lobby w/ government to promote interest and mediates disputes
Union vs management – sources of power  - type and how they strike
Power Struggle
Union – represent your work force, and if removed there will be a problem, most important resource, tries to make sure that strike is going and is the most damaging
· Threat of a strike – how threatening it is, if it is not a big threat losses credibility 
· Timing - union watches timing of strike so it is most damaging e.g profs during winter term had more effect than happening in June, in a company look at what’s peak season
· Ability to carry it out – can they do and if do not have resources loses credibility, on strike workers cannot pay for family
· Strike fund – pay worker something to feed family, then you have ability to carry strike
Management- Find a way to carry on regardless, so it does not affect you, keep customers happy and still make money
· Ability to withstand a strike – find a way to operate, sell and make money
· Stockpiling – as long as you have product to sell, strike won’t bother you
· Subcontracting- lose a bit of margin but will keep customer, some one else is making the product
· Skeleton staff – keep things going at a minimum workers, management doing roles of normal employees
· Strikebreakers – hire them – replace striking workers
· Scabs – people who work for company and are on strike but cross the picket line “get them to come back to work”
· Replacement workers – people hired who is not part of the company, just to replace the staff
· Strike insurance – buy strike insurance, replace some income you use, way to hold out, not popular and expensive
Industry-wide lockout - Different companies in that industry decide that they will lock out any employees on strike 
Employer association bargaining – has to do with size depends the bargaining power, balances size differential, Ontario Electronic Contractors



Craft vs industrial unions – composition, power, tactics, strike characteristics – understand who makes up the union and that effects the overall extent to what they can do to company, can they be replaced or not which specifics the other factors, see connection of the things
Craft/ Trade:	
Craft / trade – united by skills and have gone through years of training i.e bricker layers, plumbers, that they have to train for and certify for, if they leave you cannot replace them because of their skill set
1) Power comes because the union has monopoly of the skill, and the apprenticeship needed to do to get that skills, they can limit the number of apprenticeship and make it a scarce resource, now they can’t be replaced, hard to find them else where and is in demand
2) The tactic used: simplify withdraw that skills, no one else can do their job because of the sequence in their job, they can get jobs at another site and still get pay, don’t need to get back to work, what will management do? Cannot stock pile electrical or building work, take away their ability to get job at other sites, and get other companies to band them, need to get competitors to ban with them and not hire the people they need, if problem escalate they may get together
3) Typically not a lot of violence, don’t need to be because they have balanced of power, also dictates why it will be settled quickly,  - look at picket line and balance of power at this section, 

Industrial – opposite, what units worker is that they all work in same industry, can be replaced therefore will be settled quickly because management does not have anything
1) Get everyone out and keep everyone out and keep them out, because replacing some worker is easy
2) Picket line used to intimidate workers. Management will do everything talked about in the last slide, therefore different strike characteristics
3) Need that as a difference, need to get pretty crazy to keep strike going, tend to see on movies and news
Certification – membership drive process *specific detail and terminology

Voluntary Recognition Law states you can have a union if you want it, Management accepts it “let’s recognize them and get going- happens in craft”
Membership Drive Must have evidence to that you want one, Get Employees to sign union cards, File application when you have 40% of proposed bargaining unit
# signed union cards
# in bargaining unit
Evidence reviewed by Ontario Labour Relations Board secret ballet, just needs over 50% of who votes, done within 5 days of process, and management cannot interfere, can state facts but cannot give promises or threats
Representation vote Within 5 days of application
· Management needs to be careful of undue influence – can’t try to prevent situation
· Can’t TIC; facts but no promises or threats
· Must have 50% +1 of those who vote to be certified
* Don’t TIC (threaten, intimidate, coarse) them off or don’t SPIT on them – acronyms
Bottom line, make sure you have support and get certificate
Contract issues- union security, different shocks
Forms of Recognition/Union Security
· Voluntary Check of Dues - Dues taken off your pay
– in Ontario, cannot have open shop, but first form must have voluntary check off – management will collect the dues and take it off union members and pay checks
· Rand Formula / Agency Shop - Everyone in the bargaining unit is paying, Most secure, because everyone pays
who are not members of the group, they must play dues too, everyone who union represents pays it, bargaining unit contains both members and non members 
· Union Shop - Don’t have to be a member to join, but have to join after a certain time working, most common anyone can be hired but all must join union by certain time
· Closed Shop -Must be a member of the union to get a job, company where only union members can be hired
· Open shop – workers don’t have to join union or pay union fees
Duration and Renewal - Negotiate some financial and some membership
have to have it at least a year, standard of 3 year agreement, cannot change term of agreement,
Seniority – “Super-seniority”- More seniority = More security
who was there longest gets the benefits, gives rep seniority over everyone else, something impt for management to recognition
Ratification, Conciliation – process vs mediation vs arbitration – if we can’t settle what do we do? What is the process? Difference between mediation and arbitration with conciliation 
If agreement - ratification vote – contract in effect at end of existing or “retroactive” – the end of the existing contract has to be right before the new one, live by ole till new ones committed
If no agreement… - Conciliation - before strike/lockout is legal 
1) Union asks OLRB for ‘No Board’ report  - rep evaluate situation and sees if they can help them negotiate, exist but doesn’t generally happen, NO BOARD – it’s too late, they won’t negotiate. Let process get rolling, unions just want to be put in a legal strike position
2) Strike/Lockout legal on 17th day after report issued 
Illegal strike position -  i.e air Canada worker, you can force them back to work
1) [bookmark: _GoBack]Mediation – to ask for help, skilled workers come in, must pay out of it
2) Arbitration – I give up, someone else help  - last option, it is binding, asking them to decide for them, 
3) Conciliation – non binding, and government pays


Contract administration – grievance procedure- how will this change the operation with disputes between employees 
· Both sides watch that the other lives up to the terms of the agreement
· If not… Grievance Procedure- if anything goes wrong you have a process, at times there is an argument of “wording”, argue on how contract is worded
· Resolve conflicting interpretations of contract
· Procedure outlined in contract, but elements same… 
· Statute of limitations – time limit to grieve on can’t complain a year later
· Escalation to higher levels – series of steps layed out on contract, escalates higher and higher e.g ta  prof  dean 
· Time limits – at each step it does not drag out
· Arbitration at end – provision, someone has to decide and have to step in and say this is it
EASY negotiation process 

Engage Need to recognize what a negotiation is and that you are in one and quickly review the viable strategies
Assess Need to be able to figure out what you are likely to do and what the other is likely to do This helps you react appropriately as well as evaluate the tendencies of the other side
Strategize Strategize and scan through your options, to make sure you choose the right one
One minute Drill Each time you begin a negotiation situation, take a minute to review the 3 steps
Negotiation strategies – description and risks, when appropriate, how to use
Interaction/negotiating styles
Avoidance Act as if there is no conflict
Strategize 
 Minimal issue - Recognize it may grow into something bigger over time, Do it in a way that demonstrates investment in relationship
 Superior Option available Elsewhere, Objections are a sign of interest; if they aren’t objecting, they are probably looking into other options
Accommodation When you lose and you are being taken advantage of
Strategize In significantly weaker bargaining position – no leverage  Come in with a stronger knowledge of the subject
How you accommodate is as important as when  Don’t make excuses for why things happened, Instead of making excuses, take responsibility and offer an alternative, and they’ll end up asking less from you
Competition Win/lose, Short term, Zero Sum game, Mindset is that there is a finite amount of resources so if get more, you get less, and you lose
Strategize Opponent Not inclined or capable of collaborating, Need a senior in the loop to get at true needs. Juniors don’t know as much as seniors, so compete with them and you can end up winning
Not worth the effort - Be careful to look for true potential of negotiation Usually you will be given a small deal to see if you can handle the bigger one
Collaboration
Win/Win- Non-finite pie, so if we work together we can make the pie larger and both win
Strategize
When situation presents a significant opportunity with capable and willing decision makers on all sides  Win – win – win   80/20 Rule Only occurs about 20% of the time, but accounts for 80% of your success
Requires Preparation, need identification, and candor-trust  Requires a lot of preparation, and understanding the underlying needs you have  Requires Trust, knowing that they won’t snake you
Internal collaboration is prerequisite for external collaboration If your organization doesn’t have a culture it is working towards, outsides won’t get it
Negotiation Tips
What really matters is how the other side sees you 
–Affects how they negotiate with you 
–“know yourself as others know you” 
• basic points: 
–Separate the people from the problem 
–Focus on interests not positions 
–Generate a variety of options before deciding what to do 
–Insist that the result be based on objective criteria 

Positional/distributive bargaining vs. principled/integrative bargaining – 4 basic points – different paradigm when you approach this, more principle than position, integrative way looking at it, understand terminology to understand the mindset, and what are the 4 point to collaborate strategies
Analyticals
· Can tell quickly by pace of conversation and demand for data
· Must provide right info in order to negotiate
· Their biggest fear is making a mistake
Driver
· Move faster and don’t like the data
· Want to get to a solution fast and usually intimidate people
· Transparent as they make it obvious what you want, usually wiling to collaborate if you are willing to meet them
· Biggest Fear is failure
Expressives
· Fast Moving and need to be able to connect with you 
· Need to enjoy the process; don’t bore them
Amiables
· Move slower and act friendly; found to be the easiest to negotiate with but are actually the hardest as they are nice to everyone
· Accommodate but then use guilt to get back what they lost
· Biggest fear is not keeping everyone happy
[image: conflict mode instrument.jpg]Positive/Distributive Bargaining vs. Principle/Administrative Bargaining
Principled Bargaining
· Typical negotiations are positional
· People state their positions – what they want
· Strategy used: Distributive
· Competing, compromising, or accommodating  
· Right down the axis is distributive, which is the mindset
· Must choose one side or the other, you cant have half
· Ex. You wouldn’t be satisfied watching two half movies. You have to choose to watch a whole one and not watch the other
· Principled Negotiations use an “integrative”/collaborative strategy
· Produce a wise agreement
· Efficiently
· Amicably
· 4 Basic Points:
· Separate people from problem
· Don’t attack the people, attack the problem
· Focus on interests not positions
· Focus on interest of both sides, rather than the positions of both sides
· Don’t let emotions and ego get in the way
· Ex. Both want orange, but one wants it for juice and one wants it for a the rind of a recipe
· Generate a variety of options before deciding what to do
· Insist that the result be based on objective criteria

Case Analysis – 6 marks total
Lab Manual – Case Analysis: Tips & Tools, page 181-201– 6 marks
Material – 1 mark multiple choice question
Application – 5 marks – apply what you know about process and analysis, specific questions with context to case, a new case, different analytical tools and when is it process, not to do the analysis but know how to
Tips for reading – do it twice, read first page to understand context, skim rest of case, note headings, leaf over exhibits, then read normally, look at all exhibits and number
identify – key issues, use analytical tools, focus your analysis, use facts ideas/insights and generalization
Analytical tools  
Financial analysis – ratio, time value of money, projected statements,
 cost/benefit analysis – CVM, operating leverage 
 situational analysis – PEST, porter’s 5 forces, Diamond E, SWOT
, alternative analysis – mind mapping, decision tree, matrix
Follow the following format
The Issue Immediate problem, primary problem, secondary problem
Analyze situation causes, effects, relationships between issues, constraints and opportunities
Decision Criteria identify the objective that a good solution must satisfy
Identification and evaluation of alternative identify options for solving problem and compare them using decision criteria
Decision/Recommendation what should we do to solve the problem and what outcome
Implementation/course of action immediate, short and long term executions
Contingency plan: what problem must arise, and what should you do
Assumption and missing info what assumptions have you made 
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