 Lecture 3 – September 23, 2010
Forms of Ownership
Sole Prop: 
· Single owner.  When management and ownership of a business are one and the same
· One income tax return.  You are the business!
· Oldest and most common form of ownership in Canada
· The backbone of the Canadian economy
· Very volatile.  
Advantages:
· Very easy to form/dissolve
· Must be legal
· License may be required
· Simplicity
· Government preferential treatment
· Sole claim on all profits (losses)
· Personal incentive/satisfaction
· Pays only personal income tax
· Secrecy
Disadvantages
· Unlimited liability
· Lack of continuity (uncertainty of duration)
· Hard to raise money
· Management limitations
Partnership:
· When two or more people combine financial, managerial, and technical abilities to operate a business for profit
Types of partnerships:
1) General partnerships: all partners have unlimited liability, or general liability
2) Limited partnerships: one general partner (by law).  One or more limited partners
Articles of Partnership
· Prevents misunderstanding and ill-will at some future date
· Not legally required in Canada
Advantages:
· Easy to form, not so easy to dissolve
· Owners are taxed at personal rate
· Larger availability of money
· Diversification of management skills
· Retention of valuable employees
· Personal interest/satisfaction
Disadvantages
· Usually, unlimited liability (joint and several liability)
· Management difficulties
· Difficult to withdraw investment (death, insanity, incarceration, simple withdraw)
Corporations:
· Most effective way of managing productive resources: land, labor, capital
· Professional management and research
· Higher living standards
Economic/Social problems
· Bigness (monopolies, morale, price fixing)
· Environmental
· Political
Forming the corporations
· Done either federally or provincially
· Article of incorporation must be drawn
- Name of the corporation (not now in use)
- Type number of shares to be issued
- Numbers of directors
- Location of operations
- Purpose of business
· Control of the corporation
- Shareholders
- Board of directors
- Senior Management
· The shareholders
- The owners of the corporation
- Basically, there are two classifications of shareholders (common, preferred)
Rights of the Shareholder
· To vote for the board (one vote per share)
· To receive dividends if declared
· To hold/sell any share registered in your name
· To share in assets on a pro rata basis
· Pre-emptive right (the right to maintain percentage ownership of business)
· To inspect the books
How Does a corporation Obtain Funds?
· Equity Financing: the selling of shares in business, diluting ownership
· Debt Financing: borrowing money, interest payments, date of maturity
*Most companies have a mixture of the two
Equity Financing: 
Common: 
· Vote
· Dividends (if declared) (after preferred owners)
· Share in assets (after preferred)
· More risk, the greater the possible return
Preferred:
· Usually, no vote
· Dividends (if declared); (at certain rate)
· Share in assets (before common shareholders)
· Rate of return attached, so if a dividend is declared the preferred shareholder gets the fixed % of the stock price
· Cumulative
· Less Risk (hoping for dividends)
The Board of Directors:
· Represents rights
· Formulates/adopts a set of corporate bylaws
· Oversees/evaluates job of senior management
· Absolutely liable for GST/PST and income tax
· Liable for 6 months of employee wages
What is a corporation? 
· “an artificial being, invisible, intangible, and existing only in the eyes of the law…”
· it is a legal entity; it exists on paper only; it has all of the rights of an individual
· Rights: buy, own, sell, manage property, to sue and be sued, to continue forever
· Recognized as the legal owner of the business
Advantages of a Corporation:
· Limited liability
· Easier to obtain capital
· Easier to transfer ownership
· Length of life; continued existence
· Greater efficiency of management
· Easier to expand
· Legal entity
Disadvantages of a Corporation:
· Double taxation
· More expensive to organize
· Large number of government restrictions
· Must publish annual reports
Types of Corporations: 
· Public
· Private
· Mixed
· Crown
Private Corporation
· Limited to 50 shareholders
· Shareholders can not sell shares without the approval of the board of directors
· Quite often a family business
· The general public is not permitted to buy stock or bonds
Public Corporation:
· This form of corporation can be owned by much more then 50 shareholders
· Can issue shares and bonds on the financial markets
· Usually owned by hundreds or thousands of shareholders
The Crown Corporation:
· 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 pubic
Why Crown Corporations:
· Fosters competition
· Some believe that certain sectors of the economy (natural resources, transportation) are too important to be left in the hands of the private firms
· Provide services which would not likely be offered by others
The Mixed Corporation:
· Jointly owned by the government and the general public
· Politicians do not participate in the day-to-day decisions
· Most operate in the exploration and natural resource sectors
Franchising:
· In business for yourself; not by yourself
· Over 1100 franchisor companies in Canada
· Over 90 Billion dollars in sales in Canada
Advantages
· Training and management assistance
· Personal ownership
· Nationally recognized name
· Financial advice and assistance
Disadvantages:
· Franchise fees
· Large start-up cost
· Share your profits/management regulation
· Coattail Effect: your success is tied to the franchisor’s performance
Buying a Franchise:
· Shop around – do your homework
· Get legal and financial advice
· Look at their statements
· Scrutinize the business plan and proforma statements
*don’t need to know about co-ops








*CHAPTER 4 – THE EVOLUTION OF MANAGEMENT THEORY*
Summary:
· Classical Approach (1880-1920)
· Human Relations Approach (1930’s)
· Contemporary Approach (1950-1980’s)
· Emerging Practices (1990’s-2000’s)
The Classical Approach
· Adam Smith -1776- The Wealth of Nations
-Effectiveness
-Division of labour
-Productivity
-Efficiency
· Led to scientific management
Scientific Management:
· How can management increase the level of worker productivity and motivation?
- F.W. Taylor: Standardize, simplify and you specialize
-Use money as an incentive
· Piece-rate system
· Benefits of Taylor’s work
-traditional thinking to scientific approach
-productivity did improve!
· Problems:
-oversimplification
-failed to realize: influence of group norms, social needs, and pressures, etc.
Measurement Time Motion:
· Frank Gilbreth
· The one best way to perform a job
· Therblig – each operation is broken down into a Therblig – unit of motion
· Gilbreth said everyone has 17 Therbligs
-Search, find, think (three of the seventeen)
Results of Gilbreth’s Work:
· Foot-levers to open garbage cans
· Special chairs for factory workers
· Redesigning of typewriters
· New assembly line techniques
· Simple, but effective!

Administrative Management Theory:
· Study of how to create organizational structure that leads to high efficiency and effectiveness
· Henri Fayol: Management is a universal process, fit the person to the job, workers should accept managements decisions without question
Had 14 thoughts:
1) Divisions of labour: allows for job specialization to increase efficiency
2) Authority and Responsibility: included both formal and informal authority 
3) Unity of Command: employees should only have one boss
4) Line of Authority: a clear chain from top to bottom of the firm
5) Centralization: the degree to which authority rests at the top 
6) Unity of Direction: one plan of action to guide organization
7) Equity: treat all employees fairly
8) Order: each employed is placed where they have the most value
9) Initiative: encourage innovation
10) Discipline: obedient employees
11) Remuneration of Personnel: the payment system contributes to success
12) Stability of Tenure: long term employment is important
13) General interest over individual interest: organization over individual
14) Esprit de corps: share enthusiasm for organization
Dogs and umbrellas love clean unused elephants.  Orange industrial dogs remember small gross events.  
Problems:
· Based on observation
· Concerned primarily with structure of the organization
The Behavioural Approach:
· 1930’s
· Philosophy: change management emphasis from productivity to human element
· Hawthorne Plant Studies – Elton Mayo
· Study: Illumination will affect productivity
· Result of Hawthorne plant studies: no matter what was done, productivity increased… Why?
-Cohesive work group developed

· Team Spirit: the environment is important
· Management must create a stimulating work environment
What is a stimulating work environment?
· Different people have different stimulants 
Maslow’s Hierarchy of Needs:
1) Physiological: basic needs to survive
2) Safety: need for security and safe environment
3) Social: need to belong
4) Ego: need to feel good about oneself
5) Self actualization: need to realize ones full potential
-Everyone has the same needs
-Where we place our needs varies
-If managers know their employees, they can more effectively motivate them
Theory X and Y:
· Doug McGregor proposed 2 different worker assumptions
· 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 the worker likes the work
Contemporary Approaches:
· 1950’s-1980’s
· Continue to question: should management be an art or science?
· Art: draw from experience and observations
· Science: use problem solving approach
The Process Approach
· Planning, organizing, leading, controlling
The systems approach:
· Open: use resources from external environment to create goods that are sent back to environment
· Closed: self contained, not affected by external environment
· Synergy
Contingency Management:
· Assumes there is no best way to manage
· 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 
· Team building
· Empowerment
· Total quality management
-meeting customer satisfaction 100p
CHAPTER 5 – THE ORGANIZATIONAL ENVIRONMENT
· Forces that affect the way an org. operates and engages in planning and organizing
· Forces Change due to:
-opportunities: new technologies, new markets
-threats: economic downturns
· Managers must seek opportunities and avoid threats
The organizational environment:
· Has external and internal forces
· Why analyze?
-Organizations operate in an open system
-Largely deal with external forces that are uncontrollable
STEP G
Sociocultural Forces:
· Demographics: increase in number of working women
· Attitudes and values 
· Increasing urbanization
· Education
Technological Forces: changes in skills and equipment for use to design, produce and distribute goods and services
· From rotary telephones to teleconferencing…
Economic Forces: general well being of a nation
· Gross Domestic Product
· Interest Rate: price of borrowing money
· Unemployment rate: % of people not working but who are looking for work
· Dollar Strength: low dollar, good or bad?
· Market Demand: economic and behavioral
Political/Legal Forces: outcomes of changes in laws and regulations
· Government spending
-what does this do for business
Global Forces: outcomes of changes in international relations
· There has been an increase in economic integration
-NAFTA
-world trade organization: enforces trade policies among member nations
· Decreasing trade barriers
****MIDTERM
· Chapters 1-8 except for chapter 8
· Multiple choice (20marks) 40 questions
· Problems (25 marks)
· Essay (55 marks) could be a bunch of questions to answer.  Ad/disad for types of ownership
· Read the paper!
****CASE
· Due 4th of November 
· Available online (Section D)
· Follow case method!
Task Environment:
· Forces from suppliers, distributors, customers and competitors

1. Suppliers: provide organization with inputs
-Need reliable input sources
-Provide raw materials, components, and even labour
-Prefer to have many, similar suppliers of each item
2. Competitors: other organizations that produce similar goods
-rivalry between competitors – usually the most serious force facing managers
-often means lower price
-Barriers to keep them coming: economics of sales, brand loyalty
3. Distributors: organizations that help others to sell goods
-some distributors like Wal-Mart have strong bargaining power
-they can threaten not to carry your product
4. Customers: people who buy the goods
-Usually, there are several groups of customers
-For Dell Canada, there are business, home, and government buyers
So what does the manager have to do? Scan and monitor!

The Controllable Factors
· Marketing Mix (Product, price, place and promotion)
· Production
· Human Resources
· Accounting and Finance
· Administrative Structure
· R and D
· Public Images
THE MANAGERS AS A DECISION MAKER
What is decision making?
A process by which a choice is made between two or more alternatives
4 elements in Decision Making
1. An objective
2. The alternatives
3. The consequences
4. The choice
Types of Decision Making
Programmed Decisions: routing, almost automatic process
Non-programmed decisions: unusual situations that have not been often addressed 
Who are the decision makers?
· First level managers (technical decisions)
· Middle level managers (managerial decisions)
· Top level managers (Institutional Decisions)
Conditions affecting Decision-making:
1. Certainty
2. Risk
3. Uncertainty
Certainty: very rare in today’s world, the manager knows exactly what will happen
Risk: the use of probabilities, the outcome can be estimated
Uncertainty: nothing is known, alternatives are not known, can’t assign probabilities
Decision Making Steps:
1. Recognize need for a decision: managers must first realize that a decision must be made
-Sparked by an event such as environmental damage
2. Generate Alternatives: managers must develop feasible alternative courses of action
3. Evaluate alternatives: what are the advantages and disadvantages of each alternative?
Assessing Alternative: Is it practical? Is it ethical? Is it legal? Economically feasible?
4. Choose among alternatives
5. Implement chosen alternatives
6. Learn from feedback
Group Decision-Making:
Better than individual making (80%) (different backgrounds, education) Cross-fertilization 
Decision Making Aids:
· Expected value concept and the payoff matrix
· The breakeven analysis
Expected Value Concept and payoff matrix:
The use of probabilities to measure the value of various outcomes for each alternative
Expected Value = income produced * the prob. Of generating the outcome
E.V. = I * P
Company wants to increase profits by 100 grand
3 Alternatives
	3 Alternatives
	Anticipated Outcome
	Prob of Outcome
	EV

	New Product
	150000
	.55
	82500

	Marketing Prg.
	125000
	.70
	87500

	Modernize Plt.
	110000
	.88
	96800**



Which option is best? The one with the highest expected value! Third option
The Breakeven point: The point at which there is no profit or loss.  Volume of production at which all costs – both fixed and variable – are met
Total Costs = F.C. + V.C.
Fixed Costs: Costs that do not vary with the level of production, costs you cannot change (Rent, salaries, lease payments, insurance, depreciation)
Variable Expenses: costs that do vary with the level of production (Sales commission, direct labour, overtime payments, raw materials, electricity)
Breakeven Calculation:
B.E.P. ($) = Fixed Costs/ (1- V.C./S.P)
B.E.P. (Units)  S.P. – V.C. = Unit contribution 
		F.C./U.C. = B.E.P
B.E.P. ($) = F.C. / (1-TVC/Sales)

CHAPTER 6 - ETHICS, SOCIAL RESPONSIBILITY AND DIVERSITY
Ethics and Responsibility: 
Understand Consumerism: the economic and social justification of a firms existence is to meets the needs and wants of a customer
As a result, many organizations, are now incorporating ethical considerations into their decision-making processes
The stakeholder: The interested parties
· Shareholders
· Employees
· Communities
· Neighbors
· Levels of government
Ethics: It is difficult to know when a decision is ethical.  For each stakeholder, it could be different.
Ethical Reasoning: Depends on moral values.  We are all different.  Perceptions, values, beliefs.  Determining the definition of proper conduct.
3 Ethical Models: 
1. Utilitarian Model: a decision that produces the greatest good for the greatest number of people.
2. Oral Rights Model: a decision that best maintains and protects the fundamental rights and privileges of the people affected by it.
3. Justice Model: a decision that distributes benefits and harms among the stakeholder in a fair, equitable, or impartial way.  
Arguments for Social Responsibility:
· In the business’s long run self-interest
· Improves the public image
· Improves the viability of the business
· Avoids government regulation
· In stockholders best interest
· Better able to solve problems
· Problems can become profitable
How to manage Diversity: 
Increase diversity awareness: managers need to become aware of their own bias.
Understand the cultural differences and their impact of working styles. 
Exercise effective communication with diverse groups.  Be sure top management is committed to diversity. 
Sexual Harassment: Damages both the person being harassed and the organization
-Both men and women can be victims
Quid pro quo harassment: victim is requested to perform sexual favors to keep a job or win promotion
Hostile work environment harassment: Some members are faced with a hostile, intimidating work environment. 
-Inappropriate jokes, pornographic displays and remarks
Avoiding Harassment
Develop and communicated a sexual harassment policy.  
-point out that these actions are unacceptable
Set up a fair complaint system to investigate allegations. 
-If there are problems, correct them at once. 
Provide harassment training to employees and managers.
THE FINAL WORD
How the business finally performs depends on the culture within.  

***MISSING LECTURE***
THE MANAGERS AS A PLANNER AND STATEGIST
Goals and Strategies:
· Objectives for performance
· The starting point of successfully managing a business
· The planned method of researching a goal is the “strategy”
Purpose of Setting goals
· Provides direction, guidance and motivation
· Assists in allocating resources
· Helps to define corporate culture
· Helps managers asses performance
Goals: Long term desired result
Objectives: short-term ‘rungs in the ladder’ one must achieve in order to reach the long-term goal
-Specific and measurable
-Time oriented
-Realistic, yet challenging
-Set by those responsible for reaching them
-Must be balanced
-Integrated to performance appraisal
-Flexible
Planning: determining how to best use the organizations resources, identifying the objectives to be attained and the ways to realize them
What is a plan?
-Detailed course of action
-Covers specific activity
-Specific goals and the short-term objectives
-Specific human and material resources
-Specific methods
Why plan?
-Focuses attention on objectives and goals
-Offsets uncertainty and change
-Minimizes costs through efficiency of operations
-Forces managers to be creative
-Helps integrate short with long term plans
-Facilitates managerial control
Why is planning important?
-Participation
-Sense of direction and purpose
-Coordination
-Control
Types of Plans:
1) Strategic: broad plans, prepared by top level managers, how to achieve long term goals
2) Tactical: short term plans, born from a strategy
3) Operational: very detailed, short range plans, prepared by first level managers
Strategy Formulation:
-Analyzing current situation to develop strategies to achieve the mission
-Accomplish by SWOT Analysis

MANAGING ORGANIZATIONAL STRUCTURE – Nov. 25
Organizing- How to use existing resources to implement the plan
· Arranging jobs to create an efficient task system within the firm
Principals of Organizing:
1. Objectives 
2. Specialization
3. Coordination
4. Authority
5. Responsibility
6. Definition – must have a job description
7. Parity of Authority and responsibility
8. Span of management – seven ppl is the max someone can manage
9. Balance
10. Continuity – homeostasis = self correcting tendency, evolve rather then revolt
Types of Departments:
· Function (marketing, finance, accounting, human resources)
· Product (Chevrolet, Pontiac, Buick, Cadillac, Oldsmobile)
· Geography (East, west, north, south)
· Customer (University, Hospital, Security)
Organizational Culture and Change
Org. Culture:
· The collection of values, norms, and behavior shared by workers
· Controls the way workers interact with each other
Levels of Culture:
1. Visible: See culture through its artifacts; what you see, hear and feel when you are within an organization.
2. Invisible level of cultural: the values, beliefs, and assumptions that make up the organizational culture.
Creating and Sustaining Culture
1. Hiring: only hire and keep employees who think and feel the way senior management does.
2. Socialization: management socializes employees to their way of thinking and feeling
3. Role Modeling: top managers serve as role models

COMMUNICATION:
Meaning of communication: transfer of information form one person to another, is more then just words; includes facial, gestures, feeling, voice inflections. 
Importance of Good Communication: 
· Increases efficiency
· Improve quality of product/service
· Become more responsive
· Foster innovation

The basic Model of Communication: 
· Sender----Message----Reciever
· What’s wrong?
· Creating common images
· We must encode
· We must decode
The Process:
· Sender
· Message (verbal or nonverbal or both)
· Channel
· Receiver
· Feedback
· Different perceptions
Enhanced Process
· Source----Encoding----Channel----Decoding----Receiver
· Feedback
· Potential Problems: Either encoding, decoding or the transmission
Barriers to Effective Communication:
· Hearing what we want to hear
· Ignoring information that conflicts
· Credibility of source
· Different Perceptions
Words mean different things to different people:
· A fast runner
· A color fast shirt
· A fast friend
· Can move in fast company
· Tie something fast
· Own a watch asleep
· Fast for dietary reasons
500 most common words in English language have 14000 meanings…
Jargon, nonverbal, emotion, noise (psychological (credibility), social, physical)
Overcoming barriers:
· Utilize feedback
· Use many channels
· Use face-to-face communication
· Be sensitive to the audience
· Proper timing of messages
· Reinforce words with actions
· Direct, simple language (K.I.S.S.) ‘Keep it simple stupid’
· Proper amount of redundancy

HUMAN RESOURCES MANAGEMENT:
Typical Organization
· Training
· Employee benefits
· Counseling
· Wage and Salary Administration
· Labour Relations
· Employee selection
Recruitment:
· Word of mouth
· Government
· Private
· College/University
· Ads
· Professional
What do employers want today?
1. Communication Skills: ability to understand and speak, ability to listen and learn, read and write
2. Thinking Skills
3. Positive attitude
4. Self Confidence
5. High standard of personal ethics
6. Sense of Responsibility: Ability to plan and manage time, money, and other resources
7. Ability to adapt to change
8. Teamwork Skills: 
a. Conference board’s National Business and Education Centre
Selection Process:
· First Contact (Walk in; mail in)
· Application form
· Interview
· Reference
· Tests
· Physical Exam
· Employment
**** 
Final: 16th 7-10pm.  Three parts. 
MC (20 marks)
Problems (25 marks) = finance shit.  
Long Answer (55 marks)
Whole course is covered, but only 20 percent from before midterm.  General knowledge question (gold, rates etc…)
****
RESUME:
· Personal cover letter
· Typed
· 1-2 Pages maximum
· Action Verbs
Nine most often asked interview questions:
1. Tell us about yourself.
2. Why do you want to work with us?
3. What are your strengths?
4. What are your weaknesses? Could be a positive too
5. What are your two greatest accomplishments and why?
6. What is you biggest disappointment and why?
7. Where do you see yourself in 5 years? 10 years?
8. What’s the most important thing to you in your life? Why?
9. Why should we hire you?
Interview hints:
· Never beg for a job
· Research the company; show them how your skills will help them
· Have a good resume
· Dress effectively! Clothing is a tool.
· Pick a job that suits your personality.
· Overcome fear by seeing many…
Testing:
· Performance (skill)
· Intelligence
· Personality
· Validity Problems
Training and Development:
· On the job training: Coaching, job rotation, special assignments
· Off the Job training: Classroom (lectures), cases, role playing
Compensation and other functions:
· Initial determination of income; then what?
· Plant Services (safety, medical facilities…)
· Labour Relations
· Employee Benefits and services: Pension plans, life/disability insurance, profit-sharing plans
HR Trends:
· Technology, globalization, employees working from home, downsizing
· Emphasis on employee participation, teamwork, quality, customer satisfaction
· Better training, higher education of the work force
HR Challenge
· Complex laws and regulations
· Excess of untrained/obsolete workers
· More older workers
· Low morale due to downsizing
· Increasing demand for part-time workers
· [bookmark: _GoBack]Cheap labour from low wage countries
· Need for new and innovative compensation packages
MARKETING:
What does marketing deal with?
Consumer goods: any good sold directly to us
· Convenience goods
· Shopping: clothes or car center 
· Specialty: fine cheeses
· Unsought Goods: Cemetery plot
Industrial Goods: not sold to consumers but sold to others selling goods.  Factory stuff.
Services
The Marketing Mix:
1. Product: 
2. Price
3. Place
4. Promotion
5. Public Image
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