Introduction to Management
What is an Organization?
· A collection of people working together to achieve a common purpose. 
· Provide useful goods and services that return value to society and satisfy customer needs
· Operate in the open system
Organization Performance (measurements):
· Productivity: Do we have quality and quantity products?
· Efficiency: produce and sell products/services in a short period of time to reach goals
· Effectiveness: How well is the organization achieving its goal?
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Organizational Environment: 
· General environment: external forces that affect decision making 
· Socio-cultural: philosophy/objectives of political party running the government 
· Technological: development and availability of technology 
· Economic: health of economy
· Political-legal: norms, customs, social values
· Internet censorship: deliberate blockage and denial of public access to information posted on internet
· Natural environment: nature and conditions of environment 
· Sustainable business: both meets the needs of customer and protects wellbeing of nature
· Sustainable innovation: creates new products and production methods that have reduced environment impact
Example:
[image: /Users/bellehing/Library/Group Containers/UBF8T346G9.Office/msoclip1/01/4CB99198-849D-F843-BFEE-9C315A20BF89.png]
· Specific (task) environment: actual organizations, groups and persons with whom organization interact and conducts business
· Stakeholders: the persons, groups, and institutions directly affected by the organization 
· Ex: customers, suppliers, competitors, regulators etc.
· Value creation: to satisfy needs of stakeholders 
· Competitive Advantage: something that allows a company to deal with market & environment forces better than others
· Ways to obtain advantages:
· Cost
· Quality
· Delivery 
· Flexibility 
Organizational Effectiveness:
· Sustainable high performance using resources to accomplish a mission
· Measuring Organizational Effectiveness
· Systems resource approach
· Looks in input side - acquisition of needed resources from the environment 
· Internal process approach
·  how efficient resources are used 
· Goal approach
·  how key objectives are met 
· Strategic constituency approach 
· Impact on stakeholder's interests 
What is Management?
· The planning, organizing, leading, and controlling of resources to achieve goals effectively and efficiently 
Managers:
· The person responsible for supervising resources to achieve goals
Functions of a manager (Henri Fayol):
· Planning - setting performance objectives
· Used to select goals and course of action
· Process:
· Establish objectives
· Develop action plan to achieve objectives
· Controlling - measuring performance and taking action to improve
· Essential to evaluate
· Evaluates how organization is doing in achieving goals
· Allows organization to regulate efficiency and effectiveness
· Leading - inspiring workers
· Organizations must use:
· Power
· Persuasion 
· Communication 
· Motivation
· Resulting in:
· Employees work in harmony
· Employees perform at a high leel
· Organizing - arranging tasks, people and resources 
· Creates organizational structure
· Formal system of relationships
· Ex. Functional VS geographic 
Managerial Roles (Mintzberg):
· A role is a set of specific tasks a person performs because of the position they hold 
· Roles inside and out of organization categorized into 3 
· Interpersonal Roles:
· Coordinate and interact with others
· Figurehead role: symbolizes organization
· Leader role: train, counsel, mentor and encourages to reach full potential 
· Liaison role: coordinate people inside and outside the organization to help achieve goals
· Informational Roles:
· Obtain and transmit information
· Monitor: information seeking, analyses information inside and outside organization
· Disseminator: transmit information to influence member's work and attitude
· Spokesperson: uses information to promote organization
· Decisional Roles:
· Gain information and use it to new 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 people/money between functions and divisions 
· Negotiator role: helps find solutions between stakeholders
· Shareholders: common, preferred shares
· Customers
Managerial Skills:
· Conceptual skills: ability to analyze and diagnose a situation and find the cause and effect
· Human skills: the ability to understand, alter, lead, and control people's behaviour
· Technical skills: job specific knowledge required to perform a task 
· Time management and decision making skills



Management - Past to Present
Classical Approach (1180-1920)
Systematic Management: 
· Adam Smith - 1776 - Wealth of Nations
· Advocate of systemization
· Focused on defining duties and responsibilities
· Led to Scientitic Management 
Scientitic Management (Taylor): 
· Study of relationship between people and tasks to redesign the work to increase efficiency 
· Studies rules of motion
· Proper working conditions 
· Standardized motion and work
· Carefully select workers with the right abilities to perform
· Train workers to do job and give proper incentives to cooperate 
· Used $ as incentive (Study & Codify – Select & Train – Reward)
· Problems:
Gilbreth:
· Refined Taylor's methods by improvements to time and motion studies 
· Time and motion studies:
2. Break down each action into components
2. Find better ways to perform it
2. Reorganize each action to each efficient 
· Gilbreths also studied fatigue problems, lighting, heating and other worker issues
Administrative Management Theory (Fayol):
· Study of how to create organizational structure that leads to high efficiency and effectiveness
Principles:
1. Division of Labour: allows for job specializations
0. Fayol noted firms can have too much specialization leading to poor quality and worker involvement 
1. Authority and Responsibility: Fayol included both formal and informal authority resulting from special expertise
1. Unity of Command: Employees should have only one boss
1. Line of Authority: a clear chain from top to bottom of the firm
1. Centralization: the degree to which authority rests at the very top
1. Unity of Direction: One plan to action to guide an organization
1. Equity: treat all employees fairly in justice and respect
1. Order: Each employee put where they have the most value
1. Initiative: encourage innovation
1. Discipline: obedient, applied, respectful employees needed
1. Remuneration of Personnel: The payment system contributes to success
1. Stability to Tenure: long term employment is important
1. General Interest over Individual Interest: the organization takes precedence over the individual 
1. Esprit de Corps: share enthusiasm or devotion to the organization 
Problems: 
· Based on observations
· Concerned primarily with structure of the organization
Behavioural Approach (1930's)
· Philosophy: change management emphasis from productivity to human element 
Behavioural Management (Follet):
· Workers help analyze their own jobs for improvement 
· Worker knows best way to improve their job
· If knowledgeable of task, should control task
· Coactive environment, not coercive environment 
The Hawthorne Studies (Mayo):
· Four general conclusions:
· Aptitude of individuals are imperfect predictors of job performance 
· Informal organization affects productivity 
· Work-group norms affect productivity 
· Workplace is a social system
Theory of Human Needs (Maslow):
· A need is physiological deficiency a person feels compelled to satisfy new levels
· Physiological
· Safety 
· Social
· Esteem
· Self-actualization 
· The next level isn't a motivator until current level is satisfied 
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Theory X & Y (McGregor):
· Theory X assumes the worker is lazy and unmotivated 
· Managers must closely supervise and control through punishment/reward
· Theory Y assumes worker is motivated and hard working
· Managers should allow workers freedom and create an organization to stimulate the worker 
Contemporary Approaches (1950's - 1980's):
The Process Approach 
· Planning, organizing, leading, and controlling
The Systems Approach 
Contingency Management
Emerging Management Practices (1990's - 2000's):
· Foundations for continuing developments in management:
· Quantitative analysis and tools
· System view of organizations
· Contingency thinking
· Commitment of quality 
· Learning organizations
· Evidence-based management 

Global Dimensions of Management
An Organization's Environment:
· External environment:
· Customers
· Distributors
· Labour
· Competitions
· Supplies
· Internal Environment
· Owners 
· Board of Directors
· Management 
· Employees
· Culture 
Assessing a Company's External Environment:
· Conditions that affect the  way that an organization operates
· Conditions change due to:
· Opportunities: new technologies, new markets
· Threats: economic downturns
· Conditions to be aware of: socio-cultural, technological, economical, political-legal, global, natural environment 
External Environment
· Sociocultural forces:
· Demographics: descriptive elements of people in society (baby boomers)
· Factors: age, gender, target audience
· Increasing urbanization (population centres)
· Go to places where people are going to keep up with the opportunities
· Education: more education more that we can demand people with education
· Societal Values: 
· Technological forces: changes in skill and equipment for use to design, produce, and distribute goods and services 
· Economic forces: general well being of a nation
· Global Forces: outcomes of changes in international relations
· Political/Legal forces: outcomes of changes in laws and regulations
· Government spending 
· Ex: Canadian Human Rights At
· Ex: Strengthened environmental laws
· What does this do for business?
· Natural Environmental Forces: increased on "green" initiatives
· Businesses should create environmentally products 
· Sustainable business: both meets the needs of customer and protects wellbeing of nature
· Sustainable innovation:  creates new products and production methods that have reduced environment impact
Why and How Companies Go Global
Why?
· Profits,  customers, suppliers, capital, and labour
How?
· Exporting and importing
· Licensing: local firm pays a fee to foreign firm to be able to sell product
· Joint venture: local firm pays a fee to foreign firm to be able to sell products 
· 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's Work
· His work focused on understanding cultural dimensions
· Power Distance: does society accept unequal balance of power
· Individualism-Collectivism: emphasizing group or individuals
· Uncertainty avoidance: degree to which society tolerates risk and uncertainty 
· Masculinity-Femininity: degree to which society assertiveness and materialism
· Short-term Long-term orientation: goal related 
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
· Sustainable development - meeting the need of the present without hurting the future
Summary 
· Understand the external environment 
· Know how the companies "go global"
· Have an understanding of Hofstede's work
 
Entrepreneurship and Options for Business Ownership 
Wednesday, May 24, 2017
 
The Entrepreneur 
· Recognize and seize an opportunity
· Entrepreneurship – the process of identifying an opportunity in the marketplace and accessing the resources necessary to capitalize on that opportunity  
· Strict Process:
· Identify Opportunities 
· Idea generation
· Screening:
· Idea creates or add value
· Idea provides a sustainable competitive advantage 
· Idea is marketable and financially viable
· Idea has low exit cost
· Develop opportunity
· Access the necessary resources
 
· Develop a business plan
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
· Ex: house cleaning
· Own and operated by one person
	Advantages:
· Easy to form/dissolve
· Government preferential treatment
· Sole claim on all profits
· Personal incentive/satisfaction
· Pays only personal income tax = federal and provincial… more income, more tax 
· Secrecy
 
	Disadvantages:
· Unlimited liability 
· Lack of continuity (uncertainty of duration)
· Time commitment
· Difficulty in raising money
· Management limitations
· Limited growth
· Limited skill pool
 


Partnership
· When  two or more people combine their financial, managerial, and technical abilities to operate a business
· Types of partnerships:
· General: all partners = unlimited liabilities 
· 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 risk
· Personal interest/ satisfaction
· Decision making
	Disadvantages:
· Unlimited liability
· Distribution of profits
· Management difficulties
· Difficult to withdraw investment
· Death
· Simple withdraw


Corporations
· 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 corporations:
Shareholders:
· Owners of the corporation
· Share = unit or ownership
· Two classifications of shareholders:
· Common: voting rights but don't receive preferential treatment regarding dividends (more risk, higher gains)
· Preferred:  no voting rights, claim to dividends before common (less risk, guaranteed dividends)
Rights of a Common Shareholder:
· To vote for the board
· To hold/sell any share registered in name
· Pre-emptive right (the right to maintain percentage ownership of business)
· To inspect the accounting statements 
Board of Directors:
· Members from both inside and outside company (diverse backgrounds)
· Sets long-term objectives of the corporation
· Oversees/evaluates job of senior management 
	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 f government restrictions
· Extensive paperwork
· Must publish annual reports


Franchising 
· Franchising purchases right to sell product or service of franchisor 
· In business for yourself, not by yourself
· Over 1,000 franchisor companies in Canada
· Over 70,000 outlets in Canada
· Directly emloys over 1 mill people in Canada
· Over $110 billion in sales in Canada
	Advantages
· Training and manager assistance
· Personal Ownership
· Nationally recognized name
· Financial advice and assistance
	Disadvantages:
· Large start-up cost
· Share profits
· Management regulation
· Coattail Effect: success is tied to franchisor's performance 



Organizational Planning
Planning:
· Involves defining goals, establishing strategy to achieve goals and develop to coordinate activities
· Decision making process that focus on the future of the org
· Identifying the objectives to be attained and ways to realize them
· Results in company strategy 
Why Plan?
· Focuses attention on objectives/goals
· Offsets uncertainty and change
· Minimizes costs through efficiency of operation
· Helps integrate short with long term
· Facilitates managerial coordination and control 
Planning Process:
· Define objective
· Determine where you stand relative to your objective
· Generate alternatives
· Analyze alternatives (pros and cons)
· Implement alternatives 
· Evaluate results 
Types of plans: 
1. Strategic (2-10 years)
0. Broad plan
0. Prepared by top level managers
0. How to achieve long term goals
1. Tactical (1 year)
1. Short term plans 
1. Production plan
1. Marketing plan
1. Financial plan
1. HR plan
1. Facilities plan
1. Logistic plan
1. Born from strategy 
1. Prepared by middle level managers
1. Operational (monthly, weekly, daily)
2. Very detailed (procedures or rules)
2. Short range plans
2. Prepared by first level manager
Planning Tools: 
· Forecasting - attempt to predict future
· Qualitative: expert's opinion
· Quantitative: mathematical and statistical analysis 
· Contingency planning - alternative courses of action if things don’t work
· Scenario planning - a long term version of contingency planning
· Benchmarking - external and internal comparisons to plan for future improvements 
Goal Setting as Part of the PLAN
· Goals are objectives for performance
· They are the starting point of successfully managing a business 
· They provide direction for all management decisions
· SMART
· Specific: clearly state desired goals
· Measureable: how much?
· Attainable: challenging but not impossible
· Referred to: deep commitment for organization
· Timely: meet deadlines
Final Thoughts on Planning:
· Define the task and the planning process steps
· Understand planning tools used to offset uncertainty 
· Use various goals setting theories to ensure accomplishment 

Strategy 
Competitive Advantage:
· An attribute(s) that allows a company to outperform others 
· Is sustainable if difficult to replicate
· Ways to get competitive advantage:
· Cost (lowering expenses)
· Quality 
· Delivery
· Flexibility 
· Technology
· Barriers to entry
Defining Strategy:
· Is the outcome of planning
· Guides resource allocation 
· Assists in achieving organizational goals
Strategy Process (4 steps):
1. Analysis of Vision, Mission, and Objectives
0. Vision: dreams for the future
0. Mission: defines organizations 
0. Purpose: identifies orgs, products and customers
0. Goals: desired future outcome to achieve 
4. Depending where you sit, goals are different
1. Organization - maximize profits
1. Employees - higher wages
1. Customer - quality products
1. Owner - higher dividends 
1. Management - promotions 
1. Analysis of organization and industry 
1. Swot  Analysis
1. Internal strengths and weakness
1. External opportunities and threats
1. Poster's 5 force model
2. Competitive rivalry 
2. Barriers to entry (new entrants)
2. Threat of substitutes
2. Bargaining power of supplies
2. Bargaining power of customers 
1. Strategy Formulation
2. Analyze current situation and develop strategies to guide the allocation resources
2. Technique A: Corporate Long-Term for entire enterprise
2. Growth strategy (Tim Hortons)
2. Diversification strategy (Pepsi Co)
2. Globalization strategy (Nike)
2. E-business strategy (Airbnb)
2. Technique B: Focus on a particular business unit
3. Differentiation, Cost Leadership
1. Strategy Implementation 
3. Involve the entire management process (P.O.L.C)
3. Supported by leaders
3. Corporate Governance - control system and perform monitor of top management 
Structure and Innovation
Wednesday, June 14, 2017
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Organization 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
· People with similar tasks and skills grouped together 
· Work in area of expertise
· Marketing, finance, accounting 
· Works well for a small organizations producing few products/goods
· Divisional
· When working on same product/process (Jeep, dodge) - product structure
· Geography region (north, east, south, west) -geographical structure
· People wo serve similar customers - customer structure
· Common in complex organizations
· Matrix
· Combination of functional/divisional approaches to emphasize project teams
Horizontal Structures:
· Team Structure
· Permanent and temporary teams to solve problems, complete projects, do daily tasks
· Cross-functional (Have people from various departments work together) are involved
· Project team are formed for specific tasks/projects then disbanded once done
· Network Structures
· Only owns core components and uses strategic alliances or outsourcing for other components
	Advantages
	Disadvantages

	· Firms can operate with fewer full time employees (cheaper)
· Reduced overhead costs and increased efficiency 
· Operations across greater distances
	· Control/coordination problems when network is complex
· Lack of loyalty and potential loss of control
· Can't improve efficiency on own through benchmarking


· Boundaryless Structure 
· Eliminate subsystems (no reporting, relationships, very malleable, people are coming and out, based on the immediate needs of the organizations, little formal authority)
· Open communication, little hierarchy, high usage of technology, non-permanent
· Virtual Organization:
· Special form of boundaryless organization
· Sifting networks of external alliances
Tall and Flat Organizations
· Tall: many levels of authority relative to the organization's size
· Communication gets difficult 
· More time needed to implement decisions
· Flat: few levels of authority, wide span of control 
· Results in quick communication
· Can lead to overworked managers
Example: Telse, auto industry, has a global hierarchy based don functions, maintain strict control, minimal regional divisions 
 
This is a functional structure
 
Innovation and Change
Innovation: a process of coming up with new ideas and putting them into practices
Characteristics of Innovative Organizations
Types of innovation
· Business Innovations - product and process innovations
· Sustainable Innovations - create product and processes that have low environment impact
· Social Business Innovations - find ways to create business models to address social problems 
Change and Change Management
· An alteration of an organization's environment, structure, technology, or people
· An organizational reality 
· An opportunity or threat
· Change agent: people who initiate change in the organization
Lewin's Model
· Unfreezing: create need for change
· Establish good relationships help others realize, minimize resistance 
· Changing: implementing change
· Identify new ways of behaving, choose changes to implement, take action
· Refreezing: stabilize change
· Create acceptance, provide support, reward
Resistance to Change:
· Uncertainty and ambiguity
· Concern over personal loss
· Belief that change is not beneficial 
Techniques to Reduce Resistance
	Technique
	When Used

	Education and communication
	When resistance is due to misinformation 

	Participation
	When resisters have to expertise to make a contribution

	Facilitation and support
	When resisters are  fearful and anxiety-ridden

	Negotiation 
	Necessary when resistance comes from a powerful group - make an exchange

	Manipulation
	When a group's cooperation and an endorsement is needed

	Coercion
	Direct force resisters



Leadership and Communication
Leadership
· Definition: behaviours used by managers to influence and inspire subordinates to work towards a certain goal
· Traits:
· Transformational leadership - recognize need for change, create vision to guide and execute
· Charismatic leadership - envisioning, energizing, and enabling 
Types of Leaders:
· Transactional leadership: use tasks rewards to influence (framework and application)
· Transformational leadership: recognize need for change, creates vision to guide and execute 
· Charismatic leadership: envisioning energizing and enabling (uses charm)
· Emotionally Intelligent leadership:
Druckers' Leadership
· Define and communicate a clear vision
· Accept leadership is a reasonability
· Surround yourself with talented people
· Don't blame others when things go wrong
· Keep your integrity: earn trust
· Don't be clever; be consistent 
Meaning of Communication
· The transfer of knowledge from one person to another
· More than words, includes facial gestures, feelings, voice inflections
The Communication Process
· Sender: wishes to share info
· Message: info to communicate
· Channel: form of communication (ex. Letter, face to face)
· Receiver: person for which message is intended
· Feedback: to ensure message is understood
· Different perceptions/noise
Barriers to Effective Communication
· Selective perception: ignoring information that conflicts with our own desire
· Credibility of the source
· Halo effect: when one trait of a person influences our entire judgement of that person
· Jargon: the use of specialized terminology
· Non-verbal
· Emotion
· Words: different meanings from person to person
· Ex: sick, cool, urgent
Overcoming Barriers
· Use feedback
· Use many channels
· Use face-to-face
· Be sensitive to audience
· Proper time of message
· Develop empathy
· Reinforce words with actions
· Keep simple and direct
· Proper amount of redundancy
Active Listening
· Make eye contact, head nods
· Avoid distracting actions
· Ask questions
· Paraphrase
· Avoid interrupting
· Don't overtalk
Teamwork and Collaboration
Teams
· Definition: a collection of people who interact and work toward a common goal
Team Characteristics:
· Size: most effective when 6-7 but ranges vary
· Level and Diversity: level of ability, experience, differences amongst members 
	Teamwork Pros
	Teamwork Cons

	· More resources to solve problems
· Improve creativity
· Greater commitment to tasks
· Higher motivation through collective
· Better control
	· Absence of trust 
· Avoidance of accountability 
· Social loafing
· Inattention to detail


Types of Teams
· Problem-solving
· Usually temporary and focused on solving specific issues
· Self-managed
· Most empowered, as they have the power to make decisions
· Each member brings a certain set of skills to table to make informed decisions, complete assignments or deliver services for customers
· Cross-functional
· Permanent team members are going to collaborate with other departments to tackle certain events for company (ex. New product launch)
· Communication between internal departments is crucial in order to address the project goals
· Virtual
· Can be any type of team that communicates digitally rather than in person
· Easier communication tools allow managers to build teams based on strengths and weaknesses rather than geography 
Stages of Team Development
· Forming: initial task orientation and interpersonal testing
· Storming: conflict over task and working as a team
· Norming: cooperating and harmony gets stronger as established within the team
· Performing: team is now organized and well-functioning. Team is motivated
· Adjourning: wrap up and summary of team effectiveness
Organizational Conflict
· Occurs when individuals or groups have incompatible goals, and this has potential to block goal attainment 
· Parties tend to put their own objectives ahead of the organization
· Can improve organizational effectiveness if channeled properly
· A critical management skill is dealing with conflict
· Substantive: conflict over resources, rewards, tasks, etc.
· Emotional: results from feelings of distrust, anger, personality issues
Conflict Management Strategies
· Avoiding - withdrawing from conflict
· Competing - person tries to satisfy own interest, without regard to other party 
· Compromising - each party concerned with their own and the other party's goals
· Accommodating - one person tries to please the other
· Collaborating - each party satisfies goals without concession
Getting to "YES"
· Separate people and problem
· Focus on interests
· Generate alternatives




Human Resource Management
HRM Goals
1. Getting the right people
1. Maximizing their performance and potential
1. Maintaining a quality workforce
The HRM Process
· Planning for Needs - demand forecasts, supply forecasts, outsourcing 
· Pre-selection - job analysis (job description; job specifications)
· Recruitment 
· Selection 
· Training and development 
· Employee Performance Appraisal 
· Employee Compensation
Recruitment 
What skills do Employers Want Today
· Ability to understand and speak
· Ability to listen and earn
· Ability to read and write
· Thinking/decision making skills
· Positive attitudes
· Self-confidence
· Sense of responsibility 
· Ability to plan and manage time, money and other resources
· Ability to adapt to change
· Teamwork skills
· Communication skills 
Selection Process 
· Screening job applicants to ensure proper candidate is hired
· First contact
· Application form
· Interview
· References
· Tests
· Physical exam
Testing (Part of Selection)
· Performance -performing actual job
· Intelligence - measures general intellectual ability to perform task
· 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
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 specific detail of behaviours linked to a particular rank
· 360-Degree Feedback
Compensating Employees
· Attracting qualified workers
· Proper rewards for efficient, productive work
· Maintain competitive position with satisfied workforce
· Protection from layoffs, illness, and disability 

Managing Financial Resources
Exam: July 26th 2017 - FSS -7-10 2005
Accounting 
· Accounting is an information system for the complete processing of financial information 
Financial
· Serves external users, relates to activities of 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"
· Example: Borrow $30K from Bank
· Current assets (cash) increase by 30K, but long-term liabilities (notes pay.) also increase by 30K
· Example: Company buys $50K of inventory on credit 
· Example: Company raises 10K from shareholders (ie: issues 10K in new shares).
Ratio Analysis 
· A logical relationship exists between certain pairs of items on financial statements 
· Can the company pay its bills?
· Is it too much money tied up in inventory?
What do we do with ratios?
· Industry Standards 
· Historical Standards
· Company Ratios
 
*Given a balance Sheet example in class
Balance sheet MUST L=R
[bookmark: _GoBack]
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