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What is an Organization?
- A collection of people working together to achieve a common purpose
- They operate in an open system: they use resources from outside the organization to produce a good or service to be delivered back to the consumer
Ex.: Oil industry: materials taken from the Earth, they are refined, then distributed for use in vehicles
Inputs --> Great G & S --> Outputs
Measuring Organizational Performance
Productivity: quantity and quality of outputs relative to the costs of inputs
Efficiency: the amount of resources incurred to produce goods and services and meets goals (doing things right)
Effectiveness: how well the organization is doing in meeting its goals (doing the right things)
The Organizational Environment
General environment: external conditions that impact an organization’s decision making
Socio-cultural conditions
Technological conditions
Economic conditions
Political-legal conditions
Natural environment conditions
What is Management?
Management: the planning, organizing, leading, and controlling or resources to achieve goals effectively and efficiently
- The POLC of resources to achieve goals effectively and efficiently
POLC = planning, organizing, leading, controlling
Manager: the person responsible for supervising resources to achieve goals
Skills: leadership, communication/leadership/human relations (at all levels), responsibility, conceptual skills (ability to analyse situations, think critically especially at the top), technical skills (first line manager)
Managerial Functions
- Henri Fayol was the first to describe the 4 managerial functions
- Notes that all managers must perform:
Planning
Organizing
Leading
Controlling
Planning
Used to select goals and a course of action
- There are 5 steps to planning:
Establishing goals
Is there a gap?
Is there a gap between previous performance and the intended goal? You must evaluate how realistic the goal is
If the goal is realistic, identify different strategies and choose the most effective course of action
Develop a plan
Implement plan
Assess
Organizing
The process of assigning tasks, allocating resources, and coordinating work activities
- Creates organizational structure
A formal system of relationships
Ex.: functional (departments like HR, accounting, finance) vs. geographic (by region)
Leading
Managers articulate vision/strategy of the organization
- They must use power, persuasion, communication, and motivation
- The result:
Employees work in harmony
Employees perform at a high level
Controlling
- Essential to evaluate
- Evaluates how organizations are doing in achieving goals
- Allows organizations to regulate efficiency and effectiveness
Managerial Roles
- Described by Mintzberg: a role is a set of specific tasks a person performs because of the position they hold
- Roles directed inside (employees) as well as outside (shareholders, etc…) the organization 
There are three categories: interpersonal, informational, decisional
Interpersonal Roles
- Coordinate and interact with others
Figurehead role: symbolizes the organization and its values
Leader role: train, counsel, mentor and encourage to reach full potential
Liaison role: coordinate with people inside and outside the organization to help achieve goals
Informational Roles
- Obtain and transmit information
Monitor: information seeks, analyses of info inside and outside the organization
Disseminator: transmits info to influence member’s work and attitude
Spokesperson: uses info to promote organization
Decisional Roles
- Gain information and use it to make decisions
Entrepreneur role: deciding upon new projects to initiate and invest
Disturbance handler role: assume responsibility for handling an unexpected event
Resource allocator role: assign money/people between functions and divisions
Negotiator role: helps find solutions between stakeholders
Managerial Skills
Conceptual skills:
Human skills:
Technical skills:
Time management skills:
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CLASSICAL APPROACH (1880-1920)
Systematic Management
Adam Smith: 1776 – The Wealth of Nations
Advocate of systemization: the idea of efficiency and effectiveness
Division of Labour: breaking down tasks into specialized and specific roles for each individual worker
Emphasized productivity: 10 workers = 48,000 pins vs. 1 worker = 10 pins
Focused on defining duties and responsibilities
Led to scientific management: the study of the relationship between the person and the task to increase efficiency
F.W. Taylor is the “father of scientific management”
Taylor standardized operations across workers to make sure tasks were completed as quickly and effectively as possible
· Ex.: What motions the worker needs to do to complete the task in a timely manner
The Invisible Hand: an invisible force that allows the market to control itself
- How can managers increase the level of worker productivity and motivation?
Philosophy: one best way to do the task (i.e. how much load should be used)
Piece-rate System: paid based on the amount of goods you produce (team or individual)
Used $$ as incentive: productivity supposed to increase (advantage) but it doesn’t realized human potential (disadvantage)
Administrative Management Theory 
The study of how to create organization structure that leads to high efficiency effectiveness
- Henry Fayol’s philosophy:
Management is a universal process: across all industries mgmt. is the same
Fit the person to the job
Workers should accept management’s decision without question
- Fayol proposed 14 Principles to Management:
Division of Labour: allows for job specialization to increase efficiency
Authority & Responsibility: included both formal and informal authority resulting from special expertise
Unity of Command: employees should only have one boss
Line of Authority: a clear chain from top to bottom of the firm = clear reporting relationships
Centralization: the degree to which authority rests at the very top
Unity of Direction: one plan of action to guide the organization
Equity: treat all employees fairly
Order: each employee is placed where they have the most value
Initiative: encourage innovation
Discipline: obedient, respectful employees needed
Remuneration of Personnel: the payment success contributes to success; reward people based on what they do
Personnel Tenure: long term employment is important
Subordination over individual interest: organization over individual – make decisions that benefit the organization
Esprit de corps: share enthusiasm for the organization
- Drawbacks to Administration Mgmt:
Principles based on observation rather than science: no way to measure objectively
Concerned primarily with structure of the organization

THE BEHAVIOURAL APPROACH (1920s-1930s)
Philosophy: change management emphasis from productivity to human element
Started with Follet – “mother of modern mgmt.”
Viewed organizations as “communities”
Believed in teamwork
Ideas of “employee ownership” and “ethics”
Hawthorne Plant Studies
Studies conducted by Elton Mayo looking to examine how illumination affected productivity
Selected a group of employees
Compared the control group vs. experimental group for light and productivity relationship (in brighter vs. dimmer light than control)
Productivity improved in both conditions: study was ultimately a “failure”
Outcomes:
Cohesive work group developed, employees felt special and had a sense of purpose
Employees performed better when they knew they were being watched
Team Spirit: the environment is important
Mgmt. must create a stimulating work environment: enthusiasm, challenges, meaningful work, dynamic work environment, co-worker relationships, no pressure/flexibility, inspiring/motivating workers, time off, benefits, wage
· What is stimulating to a worker will vary – ask them with employee surveys!
Maslow’s Hierarchy of Needs
Need to start from the bottom up (i.e. pyramid), once the most basic needs are met, the other needs begin to factor in (hierarchically)
Physiological: basic needs to survive (bottom level)
Safety: need for security and safe environment
Social: need to belong
Esteem: need to feel good about oneself
Self Actualization: need to realize one’s full potential (top level)
- Everyone has the same needs
- Relevance today: where we place our needs will vary
If managers know their employees, they can more effectively motivate them
Theory X and Y
Two different worker assumptions proposed by Doug McGregor:
Theory X: assumes the average worker is lazy, dislikes work and will do as little as possible
Theory Y: assumes workers are not lazy, want to do a good job and the job itself will determine if they worker likes the work
Self-Fulfilling Prophecy: if you think an employee is lazy, they will not want to work hard

CONTEMPORARY APPROACHES (1950s-1980s)
Continue to question: should management be an art or science?
Art: draw from experience and observation
Science: use problem solving approach
The Process Approach: planning, organizing, leading, and controlling
The Systems Approach:
Open: use resources from external environment to create goods that are sent back to environment
Close: self-contained, not affected by external environment
Synergy: similar to an open system, but you are able to produce goods using resources and collaborating with others
Contingency Management: assumes there is no best way to manage, it is depending upon the environment within which we operate
The environment impacts the organization and managers must be flexible to react to the environment
The way the organization is designed and controlled depends on the environment

EMERGING MANAGEMENT PRACTICES
Organizational Culture: attitudes, beliefs, values, sense of belonging within the organization
Team Building: team spirit and cohesion by doing activities together
Empowerment: the ability of an employee to make a decision and feel confident in being able to make their own decisions, as encouraged by their managers
Total Quality Management (TQM): commitment to continuous improvement, product quality, and customer satisfacti
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[bookmark: _GoBack]Assessing a Company’s External Environment
- Conditions that affect the way the organization operates
- Conditions change due to:
Opportunities: new technologies, new markets
Threats: economic downturns
- Managers must seek out opportunities and avoid threats
- Conditions to be aware of: socio-cultural, technological, economical, political-legal, global
Sociocultural Forces: 
Demographics: descriptive elements of people in society (i.e. baby boomers)
Increasing urbanization (population centres)
Education 
Society values
Technological Forces: changes in skills and equipment for use for design, produce, and distribute goods and services
Product technology changes
Process technology changes
Economic Forces: general well being of a nation
Gross Domestic Product (GDP): total of all goods and services produced within a nation
Interest rate: price of borrowing money
Unemployment rate: % of people not working but who are looking for work
Dollar strength: low vs. high – this is good or bad depending on which side of the business you are on
Political/Legal Forces: outcomes of changes in laws and regulations
Government spending
Strengthened environmental laws – what does this mean for business?
Global Forces: outcomes of changes in international relations
There has been an increase in economic integration 
· NAFTA: North American Free Trade Agreement
· World Trade Organization: enforces trade policies among 150 member nations (ex.: Europe: ban on seal products from Canada raised on ethical debated with WTO)
Decreasing trade barriers: increased integration between countries
· This can be good or bad for countries (i.e. protectionists may be against opening boarders)
How and Why Companies Go Global
- Why? 
Labour, customers, suppliers, capital, and profit
- How?
Exporting and importing
Licensing: local firm pays a fee to a foreign firm to be able to sell product
Joint Venture: operates new business in a foreign country through co-ownership
Strategic alliance: partnership where firms share resources for mutual gain
Values and National Cultures
Hofstede focused on understanding cultural dimension to going global:
Power distance: does society accept unequal balance of power; are there large hierarchies that exist within that particular country?
Low power distance in Canada
Individualism-collectivism: emphasizing group or individual
More individualistic society in Canada
Uncertainty avoidance: degree to which society tolerates risk and uncertainty
Generally, in Canadian society we accept/tolerate the unknown
Masculinity-femininity: degree to which society values assertiveness and materialism
Short-term vs. Long-term orientation: goal related
Canada has a shorter-term orientation
Ethical Challenges for Global Corporations
- Corruption: illegal practices to further one’s business activities
- Child labour: having children do work that should be completed by adults
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- Sustainable development: meeting the need of the present without hurting the future

Some ethical examples:
Volkswagen: how will this affect the company long-term?
Martha Stewart: 5 months in prison for insider trading
Raj Rajaratnam: 11 years in prison for insider trading
Bernie Madoff: 150 years in prison for Ponzi scheme
Understanding Ethics and Social Responsibility
Ethics: moral beliefs about what is right and wrong
Deals with an individual’s decision that society evaluates as right or wrong
Social Responsibility: manager’s duty to make decisions that promote well-being of stakeholders and society
Broader concept that convers the impact of an entire organization’s activities in society
Ethical Dilemmas
Conflict of Interest: person must choose to advance own interest or those of others
Fairness and Honesty: general values of decision makers; obey the law etc…
Difference between following the law and making unethical decisions
Communications: false or misleading advertising product safety, product labeling 
Business Relationships: keeping company secrets, meeting obligations, and pressures forced upon others
Ethics and Responsibility
- Many organizations now incorporate ethics into the decision making process
- Who is the organization responsible to?
The owners? The public? Both?
Whistleblower: a person who exposes unethical dealings (scandals) of an organization
Not an easy thing to do – affects the organization (could lead to bankruptcy), its employees (can lose jobs), and its shareholders (shares and value drop)
Maintaining High Ethical Standards
How do we do this?
Whistleblower protection: exposes unethical behaviour, but they must be protected from the subsequent downfall (i.e. don’t get fired for exposing unethical behaviour)
Ethics Training & Role Models: helps employees to understand how ethics should impact decision making
Code of Ethics: formal document explaining how individuals should behave and standard of moral conduct (i.e. formal rules based on what is right; help managers make decisions)
Codes of Ethics
Societal Ethics: how individuals deal with other in terms of customs, practices, values etc…
Professional Ethics: standards that managers use to decide how to behave appropriately
Individual Ethics: personal standards that derive from our peers, our upbringing etc…
[image: ]
Approaches to Social Responsibility
There are many ways managers respond to this duty:
Obstructionist approach: managers choose not to be socially responsible and are unethical
Defensive response: managers stay within the law, but make no attempt at additional social responsibility (ex.: Wal-Mart)
Accommodative approach: acknowledges the need to support social responsibility, however must be engaged in order to do so
Proactive approach: actively embrace need to be socially responsible (ex.: creating a foundation)
- Arguments for social responsibility: 
It is in the organization’s best interest in the long run
Improves their public image
Improves quality of life
In a shareholder’s best interest
Better able to solve problems
Problems become profitable

Directions in Sustainability
- Organizations should focus on sustainability for many reasons:
Cost reduction
Resources preservation
Legislation requirements
Reputation 
Right thing to do
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--> How the business finally performs depends on the culture within it

The Entrepreneur
- Recognizes and seizes opportunity 
- They have many characteristics
- Follows a strict process:
Ideas
Screening: adds value, competitive advantage, marketable, low exit cost --> customer validation
Development
- Advantages:
Be your own boss
Financial success
Job security
Quality of Life
- Where do entrepreneurs get the money?
Personal, friends, family
Debt financing: borrow money
Equity financing: allow people to invest for ownership
Venture capitalists, angel investors, crowd-funding
Sole Proprietorships
Sole Proprietorship: when management and ownership of a business are one and the same
- Typically employ less than 50 people
- The oldest form of legal ownership in Canada
- Advantages: 
Easy to form and dissolve – there are low entry and/or exit costs
Government preferential treatment
Sole claim on all profits (losses)
Personal incentive/satisfaction
Pays only personal income tax = federal provincial… more income = more tax
Secrecy
- Disadvantages:
Unlimited liability
Lack of continuity (uncertainty of duration)
Time commitment
Difficulty in raising money
Management limitations
Partnerships
Partnership: when two or more people combine their financial, managerial, and technical abilities to operate a business 
- Types of partnerships include:
General: all partners have unlimited liability, all equally responsible for debt obligations of the business
Limited: one partner must have unlimited liability
Joint venture: established for a specific project
- Advantages:
Easy to form
Larger availability of money
Diversification of management skills
Shared skills
Personal interest/satisfaction
Decision making
- Disadvantages:
Unlimited liability
Distribution of profits
Management difficulties
Difficult to withdraw investment
Death
Simple withdraw
Corporations
Corporation: an artificial being existing only in the eyes of the law (same rights and obligations as a person)
A legal entity whose assets and liabilities are separate from owners
Articles of incorporation must be drawn:
Name and address of corporation
Objectives of corporation
Type/number of shares to be issued
Number of directors
- Control of a corporation is offered to three primary parties:
(1) Shareholders: people with units of ownership
Can be common or preferred
(2) Board of Directors: members from both inside and outside the company (diverse backgrounds)
Set long-term objectives of the corporation
Oversee/evaluate jobs of senior management
(3) Senior Management: includes president/CEO, VPs, CFO, CTO etc…
- Advantages:
Limited liability
Easier to obtain capital
Easier to transfer ownership
Length of life; continued existence
Greater efficiency of management
Easier to expand
- Disadvantages:
Double taxation
Employee-owner separation 
Large number of government restrictions
Extensive paperwork
Must publish annual reports
Franchising
Franchising: occurs when someone (franchisee) purchases the rights to sell product or service of company/chain (franchisor)
In business for yourself, not by yourself
- Advantages:
Training and management assistance
Personal ownership
Nationally recognized name
Financial advice and assistance
- Disadvantages:
Large start-up costs
Share your profits
Management regulation
Coattail Effect: your success is tied to the franchisor’s performance
Non-Profit Organizations
- Provide service rather than ear profit
- Not owned by a government entity
[bookmark: _WNSectionTitle_5][bookmark: _WNTabType_4]ADM 1300 Lecture Notes
Chapter 5: Entrepreneurship and Options for Business Ownership	15-09-10 10:02 AM
- Solicit donations

Planning
Planning involves defining goals, establishing strategy to achieve goals, and develop plans to coordinate activities
Planning: the decision making process that focuses on the future of an organization and how to achieve goals
Includes identifying the objectives to be attained and the way to realize them
Results in company strategy
- Focuses attention on objectives and goals
- Offsets uncertainty costs through efficiency of operations
- Helps integrate short with long term plans
- Facilitates managerial control
Types of Plans
Strategic Plans: 2-10 yrs
Broad plans
Prepared by top level managers
How to achieve long term goals/visions
Tactical Plans: 1 yr
Short term plans
Born from a strategy
Operations: month, week, day
Very detailed
Short range plans
Prepared by first level managers
Planning Tools
Forecasting: attempt to predict the future
Contingency planning: alternative courses of action if things don’t work
Benchmarking: external and internal comparisons to plan for future improvements
Goal Setting as Part of the Plan
Goals: objectives for performance
They are the starting point of successfully managing a business
They provide direction for all management decisions
SMART Goals:
Specific: clearly state the desired result
Measurable: how much?
Attainable: must be challenging but not impossible 
Referred to: must have a deep commitment to goals from organization
Timely: must meet deadlines, milestons
Take Home: planning leads to strategy
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Depending on where you “sit”, your goals can be quite different

Strategy: the outcome of planning that guides resource allocation
Assists in achieving organizational goals
The Strategic Process
1. Organizational vision/mission/goals
Vision: dreams for the future
Ex.: “Year after year, Westin and its people will be regarded as the best and most sough after hotel in North America.” – Westin Hotels
Mission: defines organization’s purpose, identifies its products and customers
Ex.: “Help people and businesses throughout the world realize their full potential.” - Microsoft
Goals: desired achievements
Depending on where you “sit” your goals can be quite different. For example:
· Organization: maximizing profits
· Employees: higher wages
· Customers: higher quality products
· Owners: higher dividends
· Management: promotions
2. Organization & industry Analysis
- This can be down primarily in two ways:
SWOT Analysis
Internal strengths and weaknesses
Porter’s 5 Forces Model
Competitive rivalry
Barrier’s to entry (new entrants)
Threat of substitutes
Bargaining power of suppliers
Bargaining power of customer
3. Formulating Strategy
- Analyze current situation and develop strategies to guide the allocation of resources
- There are various techniques to do so:
Corporate: long-term for entire enterprise
Growth strategy (Tim’s)
Diversification strategy (Pepsi)
Globalization strategy (Nike)
E-business strategy (Airbnb)
Business Level: focus on a particular business unit
Differentiation, cost leadership (Wal-Mart)
4. Implementing Strategy
- Involves the entire management process
POLC
- Supported by leaders
Corporate Governance: control system and performance monitor of top management
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Organizational Structure
Organizational Structure: outlines the jobs to be completed in an organization and how the jobs relate to one another
Arranging jobs to create an efficient task system within the firm
Traditional Structures: 
Functional: organized by business functions like marketing, IT, accounting, finance
Divisional: product (Chrysler, Jeep, Dodge), geography (east/west/north/south), customer (corporate, individual, government)
Matrix: combination of divisional and functional approaches to emphasize project teams
Horizontal Structures: 
Team Structure: cross-functional, has project teams
Boundaryless Structure: eliminates subsystems, little hierarchy, high usage of technology, non-permanent
Tall & Flat Organizations
Tall Structures: many levels of authority relative to the organization’s size
Communication gets difficult
More time needed to implement decisions
Flat Structures: few levels of authority but wide spans of control
Results in quick communications
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Can lead to overworked managers

Innovation
Innovation: process of coming up with new ideas and putting them into practice
- Innovative organizations can be characterized as follows:
Strategy and culture focused on innovation 
Horizontal and organic structure (few layers, open communication)
Top management supporting innovation
Systems that allow teams to work with technology
Allow employees to be creative
Types of Innovation: 
- Business innovations: product and process innovations
- Sustainable innovations: create a product and processes that have low environmental impact
- Social business innovations: find ways to create business models to address social problems
Change & Change Management
Change: an alteration to an organization’s environment, structure, technology, or people
An organizational reality that can be an opportunity or a threat
Change agent: person who initiates change in an organization
- People can be resistant to change when:
There is uncertainty and ambiguity: a fear of the unknown
Concerns over personal loss
Belief that change is not beneficial
- Techniques to reduce resistance to change: 
Education and communication: use when resistance is due to misinformation
Participation: use when resisters have the expertise to make a contribution
Facilitation and support: when resisters are fearful and anxiety-ridden
Negotiation: necessary when resistance comes from a powerful group – an exchange is typically made
Manipulation: used when a group’s cooperation and an endorsement is needed
Coercion: places direct force on resisters
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HRM has two main goals:
1) Getting the right people
2) Maximizing their performance and potential
The HRM Process
- Planning for needs: supply and demand forecasts, outsourcing
- Pre-Selection: job analysis (job descriptions; job specifications)
- Recruitment: creating a pool of applications for the desired position
Advertising/Internet (social media), head hunters/search companies, job fairs, internal posting, word of mouth, college/universities
- Selection
Screening job applicants to ensure the proper candidate is hired
Process: First contact, application form, interview, reference check, testing, physical exams (where required), employment
Resume should include a personal cover letter, be type, be 1-2 pages max, include action verbs
Three types of testing: 
Performance – performing the actual job (i.e. admin assistance)
Intelligence: measure general intellectual ability to perform job
Personality: characteristics relevant to performance (service people)
- Training and development
On the job training: coaching, job rotation
Off the job training: classroom, cases, role playing
- Employee performance appraisal
- Employee compensation
Skills Employers Look For: 
- Communication skills
Ability to understand and to speak clearly
Ability to listen and learn
Ability to read and write
- Thinking/decision making skills
- Positive attitude
- Self-confidence
- Sense of responsibility
Ability to plan and manage time, money, and other resources
- Ability to adapt to change
- Teamwork skills
Performance Appraisal
Graphic Rating Scales: set of qualities on which employee is evaluated
Vague ranking system (typically 1-5)
Behaviourally Anchored Rating Scales: rate a set of qualities
Have a specific detail of behaviours linked to a particular rank
360-Degree Feedback: evaluation done by manager, stakeholders, colleagues (everyone you interact with)
Compensating Employees
- Attract qualified workers
- Proper rewards for efficient, productive work
- Retain value employees
- Maintain competitive position with satisfied workforce
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- Protection from layoffs, illness, and disability

Leadership
Leadership: behaviours used by managers to influence and inspire subordinates to work towards a certain goal
Transformational leadership: recognize need for change, create vision to guide, and execute
Charismatic leadership: envisioning, energizing, and enabling
- An emotionally intelligent leader is one who is self-aware and knows their strengths and limitations
Motivated
High social awareness
Good self-management
Good relationship management: allows for leaders to build relationships with colleagues/peers
High self-awareness
Ducker’s Leadership
- Define and communicate a clear vision
- Accept leadership as a responsibility
- Surround oneself with talented people
- Don’t blame others when things go wrong
- Keep your integrity, earn trust
- Don’t be clever, be consistent
Communication
Communication: the transfer of information from one person to another
More than just words: facial gestures, feelings, body language, voice inflections
The communication process: 
Sender: wishes to share information
Message: information to communicate
Channel: medium used (i.e. letter, face-to-face)
Receiver: person for which the message is intended
Feedback: to ensure message was understood
Barriers to Effective Communication
- Selective perception: ignoring information that conflicts with our own desires
Ex.: Wanting to put the cheapest product on the market – there could be a more expensive product that is ethically created but the cheaper and potentially unethical version is chosen instead because of cost (i.e. ethical implications ignored)
- Credibility of the source
- Halo Effect: when one trait of a person influences our entire judgment of that person
Ex.: Showing up late to a meeting – causes one to perceive the person as not being punctual, that they don’t care, they’re disorganized, no sense of responsibility etc…
- Jargon: specialized terminology used by a particular group to communicate with each other
- Non-verbal
- Words meaning different things to different people
Overcoming Barriers
- Utilize feedback
- Use many channels: e-mail, face-to-face, phone calls, etc…
- Use face-to-face (this is the strongest medium because you get an immediate reaction)
- Be sensitive to the audience: understanding cultural differences, level of knowledge, gender, age etc…
- Proper timing of messages
- Develop empathy
- Reinforce words with actions
- Direct, simple language (K.I.S.S.): Keep it simple, Sally. 
- Proper amount of redundancy

Active Listening
- Make eye contact, head nods
- Avoid distracting actions
- Ask questions
- Paraphrase
- Avoid interrupting
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- Don’t over talk

Perception
Perception: process through which people receive, organize and interpret information
- Perceptual tendencies: 
Stereotypes: attributes of a group assigned to individuals
Halo Effect: one attribute develops an overall impression
Selective Perceptions: use your own point of view
Projections: assign personal attributes on others
Impression Management: influence how people perceive us
Personality and Attitude
Personality: characteristics that make people unique
Big 5 Personality Traits: extraversion, agreeableness, conscientiousness, emotional stability, openness
Attitudes: a predisposition to act a certain way
Job satisfaction and organizational citizenship (feeling a part of a company, going above and beyond the tasks you are asked to do)
Emotions and Moods
Emotions: strong feelings directed at or towards another
Moods: Generalized positive and negative feelings or states of mind
[bookmark: _WNSectionTitle_12][bookmark: _WNTabType_11]ADM 1300 Lecture Notes
Chapter 12: Individual Behaviour	15-09-10 10:02 AM
Mood contagion: spillover of one’s mood to others

Data & Information
Data: raw facts and observations
Ex.: Financial Statements – total revenue, expenses, net income etc.. for budgeting in the next FY
Information: data made useful for decision making
Analytics: systematic gathering and processing of data to make informed decisions
Decision Making
Decision Making: process by which managers making a choice between two or more alternatives to solve a problem
- There are two types of decision making: 
Programmed: routine, almost automatic process where established rules are followed
Non-Programmed: unusual situations that have not often been addressed, non-programmed decisions are responses to opportunities and threats
Conditions Affecting Managerial Decisions
Certainty: very rare, manager knows exactly what will happen
Risk: use of probabilities, outcome can be estimated
Uncertainty: nothing is known, alternatives are not known, can’t assign probabilities
Decision Making Steps
1) Identify and define the problem: sparked by an event either internally or externally
2) Generate and evaluate alternatives: managers must develop feasible alternative courses of action
3) Decide on a preferred course of action: classical or behaviour decision model
4) Implement chosen alternative: managers must now carry out the alternative
5) Evaluate: consider what went right vs. wrong with the decision and learn for the future
Decision Making Challenges
-  Availability heuristic: make judgment based on a recent event
- Representative heuristic: bases a decision on similarity to other situations
- Anchoring: use an initial value from prior experience and give it a strong weight in the final decision
- Escalation of commitment: increase in time, increase in commitment
Improved Group Decision Making
- Devil’s Advocacy: one member of the group acts as devil’s advocate by defending the unpopular alternative
- Dialectical Inquiry: member questions underlying assumptions associated with forming the problem
- Promoting Diversity: by increasing diversity in a group, wider set of alternatives may be considered
Building Group Creativity
- Brainstorming: managers meet face-to-face to generate and debate many alternatives
- Nominal Group Technique: provides a more structured way to generate alternatives in writing
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- Delphi Technique: provides a written format without having all managers meet face-to-face

Intrinsic Motivation: behaviour and stimulation that is driven by internal rewards or satisfaction
Strategies to Motivate Employees
- Reinforcement: modifying employee behaviour through use of rewards and punishments (positive reinforcements)
- Management by Objectives (MBO): goal setting that extends from top to bottom of an organization
- Participative Management (empowerment): increasing employee’s satisfaction by giving them a voice in how they do their jobs
Employees can also be motivated through their jobs: 
Job design: process by which managers decide how to divide tasks
Job simplification: process of reducing number of jobs each employee performs
Job enlargement: increases the number of tasks performed by an employee
Job rotation: process whereby an individual works on a different task to gain more diverse experience
Job enrichment: increases degree of responsibility over job (similar to empowerment)
Teams
Team: a group of individuals working together to achieve a common goal
Advantages: different skill sets, split responsibilities, more ideas, diversity
Disadvantages: not seeing eye to eye, someone may dominate, different approaches, people get lost (i.e. social loafing – some just along for the ride)
- Effective team characteristics:
Nature of the Task: this can motivate team members
Resources: can impede on completing the task, this can create a negative impact on group dynamics
Size: can be good or bad if too big vs. too small
Stages of Team Development
Forming: initial task orientation and interpersonal testing
Storming: conflict over tasks and working as a team
Norming: cooperating and harmony gets stronger as roles are established within the team
Performing: team is now organized and well functioning – team is motivated
Adjourning: closure with praise around job well done
Organizational Conflict
- Occurs when individuals or a group have incompatible goals, and this has the potential to block goal attainment
- Parties tend to put their own objectives ahead of the organization
- Can improve organizational effectives if channeled properly
- Some conflict management strategies include: 
Avoiding: withdrawing from conflict
Competing: person tired to satisfy own interests without regard for other party
Compromising: each party concerned with their own and the other party’s goals
Most typically where we end up over time
Accommodating: one person tries to please the other
Collaborating: each party satisfies goals without concession
Getting to “YES”!
- Separate the people and the problem
- Focus on interests of the organization
- Generate many alternatives
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Why is controlling important?
- Essential to evaluate
- Measures performance and allows the company to take action to ensure the desired result
- Allows for greater efficiency, keeps the company on track
Internal & External Controls
- Self-control: encourages people to exercise self-discipline in performing their jobs
- Bureaucratic control: implement policies and procedures to guide the organization
- Clan control: influence behaviour through norms and expectations set forth in organization’s culture
- Market Control: influence of competition on organization
Steps in the Control Process
1) Establish objectives and standards
2) Measure performance results
3) Compare results and objectives
4) Take corrective action
Control Tools
- Discipline: influence behaviour through reprimanding employees
- Project Management
Gantt Charts: displays the schedule of tasks required to complete a project
CMP/PERT: critical path method and program evaluation and review technique
- Financial Controls: financial ratios
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Marketing
Marketing: a set of processes for creating, communicating and delivering value to customers
Marketing Concept: companywide consumer focus on promoting long-term success
This success begins with the customer
Market Segmentation: the process of dividing the entire market into several similar groups
Geographical = division by location
Demographic = division by age, income, occupation
Psychometric = division by values and lifestyle
Market Research: the study of what buyers need and how to meet those needs
Data Mining: application of electronic technologies to collect information and target products in the market
What does marketing deal with?
a) Consumer Goods
Convenience: goods that you need right away and not particular about where they are purchased (ex.: 2% milk)
Shopping: items that you are willing to shop around for to get value and quality for your money (ex.: furniture)
Specialty: goods where there are little to no substitutes; you will also be willing to shop around and invest (ex.: Rolls Royce)
Unsought Goods: don’t regularly think about but will be required at some point in the future (ex.: casket)
b) Industrial Goods
c) Services
The Marketing Mix
1. PRODUCT: this is more than just a physical good, its about branding, packaging, size, shape, colour, image
- Developing new products: idea development, screening new ideas, business analysis, product development, test marketing, full introduction
- The Product Life Cycle: 
Introductory Stage: consumer awareness and acceptance of product
Growth Stage: sales increase, profits peak then start to decline as new companies enter the market
Maturity: sales continue to peak then decrease; lots of competition
Declining: sales continue to fall, marketing expenditures decreased
2. PRICE: choosing the appropriate price for a product
- Some pricing strategies include: 
Price Lining: products of a certain quality, regardless of brand are all priced the same way (ex.: men’s suits)
Loss Leader: discount on certain products that attracts future business (loss on a product, but provide an experience that encourages consumers to return for products that may not be discounted)
Bait/Switch: item of deep discount is marketed (bait) but a different product is offered to the customer once they come in (switch)
Skim the Cream: overcharging when a product is introduced to attract those who can afford it/willing to pay to create an image and a niche market (ex.: newest iPhone)
Mass Penetration: low price and less profit in order to gain market share
Psychological Pricing: customers are not rational when making purchases
Promotional Pricing: cash, seasonal, quantity
3. PLACE: getting the products from the producer to the buyer
- Channel: organizations that move product from producer to customer
Retailer: buy from manufacturers, sell to consumers (ex.: Wal Mart)
Wholesalers: sell to other business who then sell to consumer (ex.: McCartney Farms)
Direct: skips the middleman (ex.: online shopping)
4. PROMOTION: selecting the appropriate technique to sell product; an exercise in persuasion, information, and influence
- The Promotion Mix:
Personal Selling: gives marketer greatest opportunity to communicate specific information 
This is a costly form of promotion
Sales Promotion: one-time direct value or incentive for the buyer to make a purchase
Ex.: premiums, coupons, contests, demonstrations, trade shows 
Publicity: non-personal communication through mass media, but not paid for
Presented in news story form
Focuses on company’s activities and products, drive all society
One-shot deal
Advertising: paid, non-personal communication through a mass medium
Ex.: stimulating demand, making calls, building awareness
Advertising media: form of communication used to reach desired audience (magazine, TV, internet)
Guerilla Marketing: attempts to connect directly with customers
Usually used in small business to create excitement but uses very little financial resources
SEO – Search Engine Optimization: an internet marketing strategy to increase visibility of a website (linked to your recent searches/interests)
Pay Per Click: internet advertising model used to direct website traffic
Advertisers bid on key word phrases based on their target market
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The content site will charge a click fee

Accounting: an information system for the complete processing of financial information
Financial Accounting: serves external users, related to activities of a firm as a whole
Managerial Accounting: serves internal users, helps in planning – forward looking rather than historical
Double-Entry Accounting: concept of writing every business transaction in two places – this is why the balance sheet “balances”
Types of Statements
- Balance Sheet: snapshot of what is owed (assets) vs. owned (liabilities) at a given point of time
Shows a company’s financial condition
Total assets and total liabilities should always match
Ex.: Company buys $50K of inventory on credit
Current Assets (inventory) increase by 50K but accounts payable also increases by 50K
Ex.: Borrow $30K from the bank
Current assets (cash) will increase by 30K but long-term liabilities (notes payable) also increases by 30K
- Income Statement: comparison of gains and losses per year to demonstrate net income/revenue
Measure a company’s performance over a period of time
Income = revenue generated – expenses incurred
- Cash Flow Statement
- Statement of Returned Earnings
Balance Sheets – Key Features:
Liquidity: how quickly assets can be turned into cash
Current assets are written in order of declining liquidity
Current Assets: what we expect to turn into cash within a year’s time
Marketable Securities: very short term investments you expect to turn into cash (within 30-60 days)
Accounts Receivable: money you expect to receive within 30 days after providing a product
Notes Receivable: contract based; more formal/structured than accounts receivable; longer time period
Inventories: goods on hand that have not yet been sold
Prepaid Expenses: items already paid for that add benefit to the company (ex.: insurance; office supplies)
Fixed Assets: tangible; expect to have these assets for a long period of time
Land: property that is owned
Building: constructed element placed on a property
Equipment: what is used for the business
Depreciation: amount/value that the asset deceases by/loses over time
Straight line depreciation: value declines by the same amount each year; this we assume for the purpose of this course
This applies to both buildings and equipment
Useful Life: how long an asset can be used
Salvage value: value you can get for a good at the end of its useful life
Current Liabilities: like current assets, they must be paid within one year – can be paid/listed in any particular order
Accounts Payable: purchases that the company makes they have not yet paid for
Notes Payable: formalized contract that you have to pay
Taxes Payable: taxes owed at the time of the statement
Wages Payable: money to be paid to employees at the time of statement
Long-Term Liabilities: contract that a company has entered by payments do not have to be made within the current year
Bonds Payable: money (with interest) owed to people, often large long-term investments
Shareholder’s Equity: money given to a company by others in order to support it
Retained Earnings: net income that is kept by the owners for future use instead of paying it out as a dividend
Common Shares: a unit of ownership in a business
Placed on the balance sheet on the date they were issues – not representative of what they are worth today
Income Statements – Key Features:
Sales: money generated as income to the company
Returns: money given back to the business after purchased (ex.: returned clothing)
Costs of Goods Sold (COGS): direct costs that are attributable to the production/selling of goods by the company
- Important Formulas:
Total Goods on Hand = beginning inventory + purchases
Ending inventory = total goods on hand – beginning inventory
Costs of Goods = total goods on hand – ending inventory
Gross Profit = net sales – cost of goods sold
Ratio Analysis
- A logical relationship exists between certain pairs of items on financial statements
Ratio analysis = type of financial control
- We look at three main things using ratios:
Industry standards: how a company is performing against its competitors
Historical standards: comparing a company’s performance over previous years
Company ratios
Types of Ratios
Liquidity Ratios: ability to pay current debts
Current Ratio: measures ability of a firm to cover current obligations (debt)
Current Ratio = current assets/current liabilities
Generally want this to be about 2:1
Quick Ratio: more strict measure of liquidity that removes inventory and prepaid expenses from the equation
Quick Ratio = [ current assets – (inventory + prepaid expenses)] / current liabilities
Generally wan this to be about 1:1
Indebtedness Ratios: related to how much debt an organization is using
Debt to Total Assets: for every dollar of assets, how much is financed with debt and owner’s equity (similar to debt/equity ratio)
Debt to Total Assets = total liabilities/total assets
If high, this means the company is strongly “leveraged”: company is financed by a lot of debt
Should be less than 1
Operating Ratios (Activity Ratios): deal with the stability of the firm
Avg. Collection Period: how quickly (measured in days) we get our money in terms of receivables
Avg. Collection Period = accounts receivable – avg. daily sales
Avg. daily sales = net sales/365 days
Inventory Turnover: average number of times inventory is sold and restocked each year
Inventory Turnover = COGS / [(beginning inventory + ending inventory)/2]
Profitability Ratios: measures the profit level of a business
Profit Margin: the percentage of income that is profit to the company
Profit Margin = net income/sales
The higher the profit margin, the better the cost controls of the company
We want this to be high for a business
Return on Equity: how much profit a company generates within a shareholder’s money
Return on Equity = net income/shareholders equity
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