ADM Midterm Review
· Management is working with and through individuals and groups in order to achieve desired goals

· Being a manager requires

· Working with others

· Working through other people through delegation

· Having many kinds of skills and knowledge to be effective

· Supervising the use of groups or organizational resources to achieve goals

· Making decisions with the goal of high performance

· A manager can effectively manage 7 people

· Threshold skills are

· Accounting

· Finance

· Marketing

· Operations management

· Soft Skills are

· Human relations

· A goal is a long termed desired result

· An objective is short term steps to reach the goal

· Resources are assets such as people, machinery, raw materials, info, skills, and money

· Organizational performance is a measure of how effectively and efficiently managers use resources to satisfy customers and achieve goals

· Organizational performance increases in direct proportion to an increase in effectiveness and efficiency

· Efficiency is how well or how productively resources are being used
· If you are efficient there is a minimal input time to a maximal output time

· Effectiveness is a measure of how appropriate the goals that a manger has selected and of the degree to which the organization reaches these goals

· Efficiency is doing things right, effectiveness is doing the right thing

· High performance is both efficient and effective

· The four managerial functions are

· Planning

· Identifying and selecting appropriate goals and courses of action

· Decide which goals to pursue

· Decide a course of action to attain the goals

· Deciding how to allocate organizational resources to attain goals.

· Planning leads to strategy 

· A cluster of decisions concerning what goals to pursue, actions to take and how to use resources

· Organizing
· A process used to structure workplace relationships in a way that allows members of an organization to work together and achieve goals

· Involves grouping people into departments according to types of jobs.

· Leads to an organizational structure (a formal system of task and reporting relationships that coordinates and motivates organizational members to work together and achieve goals. 
· Leading

· Expressing a clear vision, energizing and empowering employees so everyone knows their roles

· Controlling

· Evaluating how well an organization is achieving its goals and taking action to maintain or improve performance

· The first thing a company needs is a vision, followed by a mission statement, goals, objectives, a plan, which leads to organization, motivation and control. 

· There are usually 3 types of managers, first-line, middle and top. First report to middle, and middle reports to top. 
· The three managers are grouped into departments according to their specific job responsibilities

· A department is a group of people who work together and posses similar skills or use similar resources, knowledge or tools to complete their job.

· The three managers are found in each of a company’s department

· First line managers 

· They are the base of the managerial hierarchy pyramid. 
· They are also known as supervisors

· Daily supervision and co-ordination of non-managerial employees

· In all departments of the organizations

· Middle Managers

· Supervise first line managers

· Find the best way to organize human resources and other resources

· Evaluate whether goals are appropriate 

· Top managers

· Responsible for performance of all the departments and connecting the parts of the organization together

· Usually title of vice president

· Establish goals, monitor middle managers

· Responsible for success or failure of the organizations

· They report to the organization’s CEO

· CEO

· Responsible for developing good working relationships between top managers

· They set the vision for the organization

· Restructuring is downsizing an organization by eliminating the jobs of top, middle and first line managers and non-managerial employees. This is done to decrease cost. 
· Two steps done to reduce costs and improve quality

· Empowerment

· When employees’ tasks and responsibilities are expanded

· Self Management

· Groups of employees are put into teams who supervise their own activities and monitor their the quality of the goods and services they provide

· A role is a set of specific tasks that a person is expected to perform because of the position he or she holds and an organization

· There are 3 types of managerial roles

· Impersonal

· Done to coordinate and interact with organizational members and provide direction and supervision for employees and for the whole organization. 

· There are 3 types of impersonal roles of a manager

· Figurehead - symbol
· Leader – encourage, train, counsel, mentor
· Liaison – link and coordinate activity. 

· Informational 

· Task to obtain and transmit information

· There are 2 informational roles of a manger

· Monitor – analyzes information from inside and outside of organization to effectively organize and control people

· Disseminator – transmits information to other members of organization to influence attitude and behavior

· Decisional Roles

· Methods that managers use to plan strategy and utilize resources

· There fore 4 decisional roles of a manager

· Entrepreneur – decide which projects or programs to initiate and how to invest resources

· Disturbance Handler – assumes responsibility for handling unexpected events or crises

· Resource Allocator – decide how to best use people and other resources

· Negotiator – reaches agreements with other managers or groups 

· Managers need all three types of skills to be successful. These skills are

· Conceptual 

· Ability to analyze and diagnose a situation to find the cause and effect

· Allow managers to understand big picture

· Human Skills

· Ability to understand, alter, lead, and control the behavior of the other individuals and groups 
· The ability to interrelate

· Technical Skills

· The job-specific knowledge and techniques required to perform a task 

· Economy is the terms and conditions under which human and material resources are acquired

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

· Effectiveness is how well the organization is doing meeting its goals 

· The challenges for management in the Canadian Environment include

· Organizational size

· The types of organizations
· The political and legal climate

· The challenges for management in a global environment

· Building a competitive advantage 

· Increasing efficiency

· Increasing quality

· Increasing innovation

· Increasing responsiveness to customers. 

· Maintaining ethical standards

· Utilizing new information systems and technology

· Liability is the responsibility to pay all normal debts or any other costs

· The three major types of business ownership are

· Sole proprietorship 


· Owned and managed by one person

· Oldest form of business ownership

· Advantages


1. Easy to start and finish 

2. Simplicity of operations

3. Own boss

4. Pride of ownership

5. Legacy

6. You get all company profit except taxes (only income tax)

7. Preferential treatment from government

8. Secrecy (only you have the idea)

· Disadvantages

1. Unlimited liability (owner responsible for all debts)

2. Limited financial resources (only funds available are the ones proprietor can get)

3. Management limitations (cannot offer benefits, high salaries, like large companies)

4. Time Commitment

5. No benefits

6. Limited growth

7. limited lifespan (something happens to owner business ends)

8. 60% sole proprietorships fail on annual basis

· Partnerships

· 2 or more people combine financial, managerial and technical abilities

· 2 types

· General

· All owners/partners operate and assume liability for business

· All have unlimited (general) liability

· Common form of ownership
· Limited

· With at least one general partner and one or more limited partners

· Limited partners invests money but do not have any active role in the company or any liability beyond what they invest

· Articles of partnership 

· An agreement that prevents misunderstanding and ill will

· Not legally required

· Specifies the rights and responsibilities of each partner

· Advantages

· Easy to form
· More financial resources

· Shared diverse management and pooled skills and knowledge

· Longer survival

· Shared risk

· No special taxes (profits taxed as income)

· Retention of valuable employees

· Personal interest and satisfaction

· Disadvantages

· Unlimited liability (everyone responsible for debts of firm no matter who caused it)

· Division of profits

· Disagreements among partners

· Difficult to terminate/withdraw investments. (once committed, only death, insanity, incarceration)

· Corporations

· An artificial being, invisible, intangible and existing only in eyes of law

· A legal entity, exists only on paper

· Has all rights of an individual

· Shareholder owns corporation, corporation owns assets

· Rights

· Buy, own, sell, manage property

· To sue and be sued

· Recognize as the legal owner of the business 

· To continue forever

· Owned by shareholders who are not liable for the debts of the company  beyond the money they invest

· Economic/social benefits

· Most effective means 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 corporation

· Federally or provincially

· Articles of Incorporation must be drawn
· Legal authorization from government to corporate

· Gives company name added protection

· Should Include

·  Name of corporation

·  Type/number of shared to be issued

·  Number of directors

·  Location of operations

·  Purpose of business

· Must file annual reports containing basic data about corporation

· Corporate governance

· Process and policies that determine how an organization interacts with its stakeholders

· Rules outline how the organization is to be managed

· There is a separation between ownership and management in a corporation. 

· Control of the Corporation

· Shareholders

· Own corporations

· 2 classifications

· Common (remaining)

· Preferred 

· Rights of a shareholder

· Vote for board (1 vote per share)

· Right to receive dividends if declared

· Hold/sell any share registered in name

· Share in assets on a pro rata basis

· Pre-emptive rights

· Inspect books

· Send in proxy
· Board of directors (elected by and represent the shareholders)

· Represents rights

· Formulates/adopts a set of corporate bylaws

· Oversees/evaluates job of senior manager

· Absolutely liable for GST and income tax

· Liable for 6 months employee wages

· Senior Management (elected by board of directors)
· How a corporation obtains funds
· Equity Financing

· Selling of shares in the business

· This will dilute ownership, but nothing to pay back

· Can be:


· Common

· 1 vote per share to elect board of directors

· Dividends if declared (after preferred)

· Share in assets (after preferred)

· More risk

· Preferred

· No vote

· Dividends (if declared)

· Share assets 

· Shares are cumulative (paid for all years)

· Less risk

· Redeemable (bought back after sold)

· Debt Financing

· Borrowing of money

· Interest payments

· Date of maturity

· Ownership does not get diluted, but money paid back

· Advantages

1) Limited liability (shareholders only up to investment)

2) More money for investment

3) Size

4) Length of life

5) Ease of ownership change

6) Ease of drawing talented employees

7) Easier to expand

8) Legal entity

9) Separation of ownership from management
· Disadvantages

1) Extensive paperwork (to start, financial records, minutes of meetings, proof of expenses and deductions)

2) Double taxation (Income taxed before given to shareholders, then shareholders taxed on dividends)

3) Two tax returns

4) Size (too inflexible to respond quickly to market changes)

5) Difficulty to terminate

6) Possible conflict between stockholders and board of directors

7) Initial cost

8) More expensive to organize

9) Large number of government restrictions

· Types of Corporations

· Private

· Shareholders limited to 50

· Shareholders cannot sell shares without board of directors approval

· General public not allowed to buy shares

· Can be professional (Canadian controlled private for professional services)

· Public

· Can be owned by more than 50

· Can issue shares and bonds on financial markets

· Usually owned by hundred or thousand shareholders

· Crown

· Owned and operated by government

· A form of public ownership

· Fosters competition

· Provide services not likely to be offered by others

· Mixed

· Jointly owned by government and general public
· Politian’s do not participate in day to day decisions

· Most operate in exploration and natural resource sectors
· Non – Resident Corporation

· Conducts business in Canada, but has its head office outside of Canada

· Non – Profit Corporation

· Formed for a charitable or socially beneficial reasons

· Corporate Expansion

· Merger

· Result of 2 firms forming one company

· Allows regional players to work together and compete more efficiently 

· 3 Types

· Vertical

· Joining of 2 firms involved in different stages of related business

· Horizontal 

· Joining of 2 firms in the same industry and allows them to diversify or expand their products

· Conglomerate

· Joining of firms in completely unrelated industries

· Acquisition

· One company’s purchase of the property and obligations of another company

· Taking a Firm Private

· Involves the efforts of a group of stockholders or management to obtain all of the firm’s stock for themselves. 

· Leveraged Buy Out (LBO)

· An attempt by employees, management, or a group of investors to purchase an organization primarily through borrowing
· Franchise

· In business for yourself not by yourself
· Can be formed as sole proprietorship, partnership or corporation

· A way to carry out business, not a form of business ownership
· Advantages

· Training and management assistance

· Personal ownership

· Nationally recognized name

· Financial advice and assistance

· Disadvantages

· Large start up cost

· Share your profits/management regulation

· Coattail effect – your success is tied to franchisor’s performance

· Franchisor: someone with a good idea for a business

· Franchise: A company that develops a product concept and sells others rights to make and sell the products

· Franchisee: A person who buys a franchise
· Franchise Agreement

· An arrangement whereby someone with a good idea for a business sells the rights to the business name and to sell its products or services to others in a given territory. 
· Cooperatives

· Organization owned by members and customers, who pay an annual membership fee and share any profits

· Cooperative are different from other businesses because they have 

· A different purpose

· To meet common needs of members

· A different control structure

· One member has one vote

· A different allocation for profit

· Profits shared among member-owners on the basis of how much the use the coop, not on how many shares they hold

· Profits are not subject to income tax because they are given to members as a reduction in cost

· The evolution of management theory 

· Classical Approach (1880 – 1920)

· Systematic Approach

· Adam Smith

· Effectiveness

· Division of labor (specialization)

· Productivity

· Efficiency

· Definition of duties and responsibilities

· Lead to scientific management

· Focus on organization not people

· Scientific Management

· F.W. Taylor

· Studying workers to find the most efficient ways of doing things and then teaching people these techniques

· Standardize – same way

· Simplify – easiest way

· Specialize – only one thing

· Break job into finest elements

· Money as an incentive

· Piece rate system

· Measurement Time Motion

· Frank Gilbreth

· The one best way to perform a job

· Therblig – a unit of motion, each operation broken down into a therblig

· Everyone has 17 therbligs

· Administrative Approach

· Henri Fayol

· Management is a universal process

· Fit the person to the job

· Developed the general principles of management

· Fayol’s principles

1.  Division of labor

2.  Authority and responsibility

3.  Unity of command – only one boss

4.  Line of Authority 

5.  Centralization

6.  Unity of direction – one plan of action

7.  Equity – treat employees fairly

8.  Order

9.  Initiative

10. Discipline

11. Remuneration of Personnel – payment system contributes to success

12.  Stability of tenure – long term employment

13. General interest over individual interest 

14. Esprit de corps – share enthusiasm or devotion to organization

· Problems

· Based on observation

· Concerned primarily with structure of organization – not the people

· Bureaucratic Management

· Max Weber

· Managers should manage in a systematic way

· Decisions based on rules, regulations, impersonality

· Clear division of responsibilities and authority

· Human Relations Approach (1930’s)
· A result of Hawthorne Plant Studies
· Elton Mayo

· Observe workers while working

· People behave differently when being studied/monitored

· Team spirit and environment is important

· Stimulating work environment

· Maslow’s Hierarchy of Needs

· A need leads to a behavior which leads to a goal which after being completed does not motivate us anymore

· Motivation arises from need

· Motivational needs are self-actualization, ego, social 

· Maintenance needs are safety and physiological

· Everyone have same needs just different importance of needs

· Managers knowing employees means they can effectively motivate 

· Theory X & Y

· Theory X

· Assumes average worker is lazy, dislikes work, do little as possible

· Motivators are fear and money

· Little responsibility, flexibility or authority

· Theory Y

· Assumes workers are not lazy, want to do good job

· Relaxed atmosphere

· Workers set objectives, flexible, be creative

· Empowerment is big motivator

· Self-fulfilling prophecy

· Herzberg’s Motivating Factors

· Workers like to feel that they contribute to company

· Workers want the job to be interesting

· Motivators are job factors that cause employees to be productive

· Maintenance factors can cause dissatisfaction if missing but do not necessarily motivate employees.
· Make job interesting to motivate

· Job enrichment

· Complete task beginning to end

· Five characteristics of work to affect motivation and performance

1. Skill variety

2. Task identity

3. Task significance 

4. Autonomy 

5. Feedback

· Job simplification breaks job into simple steps

· Job enlargement is when series of tasks combined into 1

· Job rotation makes work more interesting

· Contemporary Approaches (1950-1980’s)

· Quantitative approach

· Organizational behavior

· Process approach

· Objectives/ goals, planning, organizing, leading, controlling…

· Systems Approach

· Synergy, open vs closed system

· Parts

· Individual 

· Formal organization

· Informal organization

· Role and status arrangement

· Physical setting

· Emerging Practices (1990-2000’s)

· Goal setting theory

· Goals motivate workers and improve performance

· Comparative management

· Organizational culture

· Team building

· Empowerment

· Delegate down to lowest possible leve

· Management By Objectives (MBO)

· System of goal setting and implementation that involves a cycle of discussion, review, and evaluation of objectives

· Expectancy Theory 

· The amount of effort employees exert on a specific task depends on their expectations of outcome

· Organizations operate in an open system, pluralistic environment

· Digital capital is

· People’s brains (human capital)

· Organizational knowledge

· Customer, brand and market share capital

· Organizational Environment are the set of forces and conditions that can affect the way an organization operates and the way mangers plan and organize

· Forces change over time and present managers with new opportunities and threats

· Can be divided into internal and external forces

· Internal: operate within an organization from the structure and culture

· External: operate outside an organization affecting how organization functions

· General environment are a wide range of external factors that affect the organization including

· Economic environment

· Political/legal environment

· Social environment

· Technological environment

· Ethical environment

· International environment

· The task environment is a set of external forces and conditions that start with suppliers, distributors, customers and competitors. Affect a company’s ability to get inputs and dispose of outputs

· Suppliers provide organization with inputs

· Their bargaining position is strong if they are the sole source of input or if the input is vital to the company

· Competitors are other organizations that produce similar goods

· Barriers to entry keep competitors out, they result from cost advantages due to large scale production and brand loyalty

· Distributors are organizations that help companies sell good and services

· Customers are people who buy the goods

· The managers must scan and monitor

· The Environment affects the business and the business affects the environment

· Consumerism is that a firm only exists for the consumer

· Societal ethics are values and standards embodied in a society’s laws, customs, practices and norms. 

· Individual ethics are personal values and standards that result from the influence of family, peers, upbringing, etc.

· Professional ethics are the values and standards that groups of managers and workers use to decide how to behave ethically. 

· The stakeholder is the interested parties in success including
· Shareholders

· Employees

· Communities

· Government

· Neighbors

· Ethics are the moral principles of beliefs about what is right and wrong

· Ethical reasoning depends on our moral values

· The 3 ethical models are

· Utilitarian

· Greatest good for greatest number of people

· Moral rights

· Best maintains and protects the fundamental rights and privileges of the people affected by it

· Justice model


· Distributes the benefits and harms among stakeholders in a fair, equitable way.  

· Ethics and accountability go hand in hand

· Codes of ethics are formal standards and rules based on beliefs about right or wrong that managers use to make ethical decisions

· An organization’s code of ethics derives from 3 main sources

· Societal ethics 

· Governing how everyone deals with each other on issues like fairness

· Professional ethics

· Governing how members of the profession make decisions when the way they should behave is not clear

· Individual ethics

· Personal standards for interacting with others

· A social audit allows managers to consider both the social and organizational affects of particular decisions

· Approaches to social responsibility

· Obstructionist approach

· Unethical and illegal

· Defensive response

· Stay within law but no attempt to exercise additional social responsibility 

· Accommodation Approach

· Acknowledges need, moderate commitment, willing to do more than law if asked

· Proactive Approach

· Embraces need to act socially responsible, go out of way

· Diversity is differences among people

· Managing diversity is an ethical obligation

· Biases are tendencies to use information about others in ways that result in inaccurate perceptions

· Stereotypes are inaccurate beliefs about the typical characteristics of particular groups of people

· Sexual harassment 

· Quid pro quo 

· Victim requested to perform sexual favors for promotion, keep job, etc

· Hostile work environment

· Jokes, pornography, actions

· Ethics reflects people’s proper relations with one another

· Legality is more narrow, refers to laws written

· Many immoral, unethical acts fall within our laws.

· Ethical dilemmas are situations where you must decide between equally unethical decisions

· Compliance based ethics codes emphasize preventing unlawful behavior by penalization

· Integrity based ethics codes supports and ethically sound behavior

· Whistle blowers report un ethical behavior

· The 2 different types of corporate responsibility are

· Strategic approach

· Manager’s primary orientation be toward the economic interests of stakeholders

· Optimize profit

· Pluralist approach

· Optimize profit but not at the expense of stakeholders

· Decision making is a process by which a choice is made between 2 or more alternatives

· The 4 elements in decision making are

· An objective

· Alternatives

· Consequences

· Choice

· 2 types of decision making

· Programmed

· Routine for decisions made all of the time regularly, guidelines have been made

· Non programmed

· Unusual/unexpected situations with no ready made decision, cause problems

· Decision making models

· Rational

· Specifies how decisions should be made

· Simplifying assumptions

· List of alternative with consequences for each 

· Assumes managers have access to ALL the information needed to make best decision.

· Administration Model

· Based on 3 concepts

· Bounded rationality

· Cognitive limitations that constrain one’s ability to interpret, process, and act on information

· Incomplete Information
· Probabilities of alternative outcomes cannot be determined
· Information is ambiguous

· Satisficing

· Searching for and choosing acceptable or satisfactory ways to respond to problems and opportunities

· Rely on intuition and judgement

· First level managers make technical decisions 

· Middle level managers make managerial decisions

· Top level managers make institutional decisions

· Certainty is very rare in today’s world and means the manager knows exactly what is going to happen

· Risk is the use of probabilities and the outcome can be estimated

· Uncertainty is when nothing is known and probabilities cannot be assigned.

· Decision making steps

1) Recognize need for decision

2) Generate alternatives

3) Evaluate alternatives 

4) Chose among alternatives

5) Implement chosen alternative

6) Learn from feedback. 

· Group decision making is better than alone
· Groups often take longer to make decisions

· Data is raw, unsummarized, unanalyzed facts

· Information is data that is organized in a meaningful fashion

· Information technology is means by which information is acquired, organized, stored, manipulated and transmitted

· The 4 factors that determine the usefulness of information are 

1) Quality – accuracy and reliability determine the quality

2) Timeliness – information available when needed

3) Completeness – all information needed
4) Relevance – useful and suits particular needs and circumstances

· Decision Making aids

· Expected Value and Payoff Matrix

· Probabilities to measure the value of various outcomes for each alternative

· Expected Value = income produced x probability of generating the outcome

· EV = I x P

· Breakeven Analysis

· Point where there is no profit or loss

· Volume of production at which all costs are both FIXED and VARIABLE are met

· Total Costs = Fixed costs + Variable Costs

· Always answer to 2 decimal places

· Fixed costs are costs that do not change with the level of production and you have them no matter what

· Variable costs are costs that vary with the level of production

· To graph this, show line for fixed costs, for total costs and for sales.

· Where sales and total costs meet is the breakeven point

· Equations are
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· Planning is the process managers take by identifying and selecting suitable goals and courses of action

· Strategy is the cluster of decisions about what goals to pursue, what actions to take and how to use resources to achieve these goals

· Goals and strategies are objectives for performance

· Setting goals provides direction, guidance and motivation

· Goals are long term desired results

· Objectives are short term goals one must reach to reach long term goals
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