GENERAL NOTES
· DGD start the week of September 26th 
· Attendance is mandatory 
· Can be tested on material in the book

CHAP 1- Intro to Business Management 

Vocab

· Intellectual capital
· Collective brainpower or shared knowledge of a workforce (Competency x commitment) 
· Knowledge worker
· Someone whose mind is a critical asset 
· The glass ceiling effect
· An invisible barrier limiting career advancement of women and minorities
· Globalization
· The worldwide interdependence of resource flows, product markets and business competition
· In our global world, countries and people are increasingly interconnected through news, travel, lifestyle, business dealings etc. Employees in several occupations must worry about being replaced by workers in other countries who are willing and able to perform their jobs through outsourcing and at a lower cost
· Open system
· Transforms resource inputs from the environment into product outputs
· Productivity
· Is the quantity and quality of work performance with resource utilization considered
· Performance effectiveness 
· An output measure of task or goal accomplishment
· Performance efficiency
· An input measure of resource cost associated with goal accomplishment 
· Sustainable business
· Both meets the needs of customers and protects the well-being of the environment
· Sustainable innovation
· Creates new products and production methods that have reduced environmental impact
· Competitive advantage
· Allows an organization to deal with market and environmental forces better than its competitors; organization does extremely well and gives advantage in the marketplace
· Competitive advantage can be achieved through: costs, quality, delivery and flexibility
· Strategic positioning
· When an organization does different things or the same things in different ways from its major competitors
· Organizational effectiveness
· Sustainable high performance in using resources to accomplish a mission
· Accountability
· The requirement to show performance results to a supervisor
· Quality of work life
· Overall quality of human experiences in the workplace; (QWL) indicator ; High-QWL workplaces offer things such as fair pay, safe working conditions, etc.
· Agenda setting
· Develops action priorities for accomplishing goals and plans
· Networking
· The process of creating positive relationships with people who can help advance agendas
· Social capital
· Capacity to get things done with support/help or other
· Technical Skill
· The ability to use expertise to perform a task with proficiency
· Human skill (Interpersonal skill)
· Ability to work well in cooperation with others
· Emotional intelligence (EI)
· Ability to manage ourselves and our relationships effectively
· Conceptual skill
· Ability to think analytically to diagnose and solve complex problems

What is an Organization?
· A collection of people working together to achieve a/for a common purpose;
· Operate in an open system 
· Ex- Bombardier, gets materials from supplier and bring them into their business and converts those inputs into outputs to give plane to ex AC – so taking resources from suppliers (inputs) then converts them into a product (outputs) 
	
· Organizational performance
· Organizational environment
	
What is Management?
· Managerial Functions
· Managerial Roles
· Managerial Skills

Measuring Organizational Performance
· Productivity  
· Quantity and quality of outputs relative to the cost of inputs. Involves 2 common performance measures:
· Ex Bombardier - quality of products to build quality engines for AC, Delta, etc.
· If plane not delayed on time, lose money
· Quality of inputs vs 
· Efficiency 
· The amount of resources incurred of produce goods and services and meet goals (doing things right)
· Ex Bombardier – If engineers aren’t efficiently building etc.
· Effectiveness 
· How well the organization is doing in meeting its goals (doing the right things)
· Ex Bombardier – all these delays with parts and suppliers so they cannot deliver their product on time so not effective, not delivering the goal on time


	Effective but not efficient
· Goals achieved 
· Resources wasted
	Effective and efficient 
· Goals achieved
· No wasted resources
· HIGH PRODUCTIVITY

	Neither effective nor efficient
· Goals not achieved
· Resources wasted
	Efficient but not effective
· No wasted resources
· Goals not achieved


					Poor				Good		High

Goal Attainment

	Low

						Resource Utilization
				
Ways in which organizations are changing today
· Priorities on sustainability
· Social values show more attention to preservation of nature resources for future generation and understanding how works affects human well-being
· Demise of “command-and-control”
· Traditional hierarchical structures with “do as I say” bosses are proving too slow, conservative to do well in today’s competitive environment
· Emphasis on teamwork
· Today’s organizations are increasingly driven by teamwork that pools talent  for creative problem solving 
Etc.
The Organizational Environment
· General environment - external conditions that impact an organization’s decision making;
· Ex Bombardier - Supplier can deliver engines, Bombardier can’t build plane so AC can’t get plane (external conditions affecting Bombardier);
· Ex the Dollar – CAD vs USD can affect a business
A company must be aware of the following:
· Socio-cultural conditions 
· demographic, education, values in communities
· Technological conditions
· Work implications, stay up to date for work applications
· Ex Bombardier -If engines aren’t running properly
· Economic conditions
· Overall health of the economy – customer spending, resource supplies 
· Ex Bombardier -People can’t afford to travel, so not using AC planes
· Political-legal conditions
· Proposed laws and regulations, government policies, philosophy/objectives of political parties
· Who creates the laws? The lawmakers, companies don’t make them
· However, in Canada (promotes small business), they can come to together and change?
· Natural environment conditions
· Lawmakers decide how important, society increasingly expecting environmentally friendly products (sustainable business, sustainable innovation)

What is Management?
· The planning, organizing, leading and controlling (POLC) of resources to achieve goals effectively and efficiently 
· Types of resources: employees (people), the capital (money), intelligence & knowledge (human capital) , materials capital 
· Planning->organizing->leading->controlling resources to achieve goals in a effectively and efficiently  

Definition of a Manager
· Manager: the person responsible for supervising resources to achieve goals;
· Ex Second Cup (struggling Can coffee store)
· Hypothetically, increase revenue by 10% 
· How? Increase profit offering, cut staff, increase marketing
· Objective: Increase marketing (so promotion, sales, ads)
· See next page and apply
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2. Line – directly contribute to producing the organization’s goods/services
3. Staff – use special technical expertise to advise and support line workers
4. Functional- Responsible for one area such as marketing or finance
5. General (GM) – Responsible for complex multifunctional units


Managerial FUNCTIONS
· Henri Fayol was the first to describe the 4 managerial functions. Noted that all managers must perform (what they should, anyway):
Planning 
· Used to select goals and a course of action
· It’s a process:
· Establish objectives
· Is there a gap?
· Develop action plant to achieve objective
Organizing
· Process of assigning tasks, allocating resources, and coordination work activities
· Creates organizational structure
· A formal sys of relationships (how people that relate to each in an organization)
· Ex- functional (HR team, marketing team etc.) vs geographic (have all of those but everywhere, around the world)

Leading 
· Managers articulate vision/strategy of organization
· Must use: power, persuasion, communication and motivation
· The result:
· Employees work in harmony
· Employees perform at a high level (having a motivated work force)
Controlling
· Essential to evaluate 
· Evaluates how organization is doing in achieving goals
· Allows org to regulate efficiency and effectiveness 

Managerial ROLES
Role: set of responsibilities(..)
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 - 3 categories
· Interpersonal - Communicate with people and everything (inter. Relationship)
· Informational - Convey and transmit the info to employees, knowledgeable 
· Decisional - Ability lead and take action
Interpersonal Roles
Coordinate and interact with others
· Figurehead role: symbolizes the organization 
· Represent the values of the company and portray you believe while interacting with others 
· Leader role: train, counsel, mentor and encourage to reach full potential
· Lead by example, follow them through, working with the people
· Liaison role: coordinate people inside and outside the organization to help achieve goals
· Ex Bombardier – working with different suppliers and interact with other companies 

Informational Roles
Obtain and transmit information
· Monitor: information seeking, analyses info. inside and outside organization 
· Looking at what competitors are doing, looking for opportunity and threats
· Disseminator: transmits info. to influence member’s work and attitude
· Influence behavior with information received, using info received to persuade/influence
· Spokesperson: uses info. to promote organization
· Positive (ideally), or constructive if things aren’t going well

Decisional Roles
Gain information and use it to make decisions
· Entrepreneur role: deciding upon new projects to initiate and invest
· Ex - New projects for departments to improve
· Disturbance handler role: assume responsibility for handling an unexpected event
· Ex – BP Oil disaster 
· Resource allocator role: assign people/money between functions and divisions
· Negotiator role: helps find solutions between stakeholders
· Helping to find solutions among individuals, to keep everyone happy

Managerial Skills
· 
· Foresight & insight
· Conceptual skills: ability to analyze and diagnose a situation and find the cause and effect
· HIGHER level of management
· Time management
· Patience
· Problem solving
· Communication
· Organization
· Decision making skills 
· Technical skills: the job-specific knowledge required to perform a task
· Human skills: the ability to understand, alter, lead and control people’s behavior
· ALL levels of management































CHAP 2- Evolution of Management

Vocab

· Scientific management
· Emphasizes careful selection and training of worker and supervisory support
· Motion study
· The science of reducing a task to its basic physical motion (to enhance productivity)
· Bureaucracy (See Bureaucratic Organization p. 48)
· Rational and efficient form of organization founded on logic, order, and legitimate authority
· The Hawthorne effect
· Tendency of persons singled out for special attention to perform as expected
· Human relations movement (emerged after Hawthorne studies)
· Suggested that managers using good human relations will achieve productivity
· Organizational behaviour (emerged after Hawthorne studies)
· Study of individuals and groups in organizations
· Theory X
· Assumes people dislike work, lack of ambition, acts irresponsibly, and prefer to be led
· Theory Y
· Assumes people are willing to work, like responsibility, creative and are self-directed
· Self-fulfilling prophecy
· Occurs when a person acts in ways that confirm another’s expectation
· Argyris’s Theory of Adult Personality
· Believes that common problems of employee’s absenteeism, turnovers, alienation and low morale may be a signs of mismatch between management practices and mature adult personalities
· Management science and operations research
· Use quantitative analysis and applied mathematics to solve problems; A problem is encounteredis systematically analyzedmathematical models/calculations are appliedoptimum solution is identified
· Operations management
· Study of how organizations produce goods and services
· System
· Collection of interrelated parts working together for a purpose
· Subsystem – smaller component to larger system 
· Contingency thinking
· Tries to math management practices with situational demands
· Total quality management (TQM)
· Managing with an organization-wide commitment to continuous improvement, product quality and customer needs; Applies to everyone in organization from the resource acquisition, supply chain management, production to distribution
· ISO certification
· Indicates conformity with rigorous set of international quality standards; International Organization for Standardization; World-class companies are increasingly expected to have  
· Knowledge management
· The process of using intellectual capital for competitive advantage
· Learning organization
· Continuously changes and improves using the lessons of experience
· Continuous improvement
· Involves always searching for new ways to improve work quality and performance
· High-performance organization
· Consistently achieves excellence while creating a high-quality work environment
· Evidence-based management (EBM)
· Involves making decisions based on hard facts about what really works 


CLASSICAL APPROACH (Assumption: People are rational)

Systematic Management
· Adam Smith – 1776 – The Wealth of Nations (Book)
· Ideal of the “invisible hand”
· Advocate of systemization
· Efficiency and effectiveness
· Division of labor
· Divide task into particular roles; get better and better in a task (specialized) so productivity would increase
· Productivity
· 10 workers = 48, 000 pins …. 1 worker = pins
· Focused on defining duties and responsibilities
· Led to Scientific Management

Scientific Management
· Scientific Management – study of relationships between people and tasks to increase efficiency
· F.W. Taylor – focused on time-study; the most efficient way to perform a job
· Always asking himself: How to increase efficiency and thus productivity
· How can management increase the level of worker productivity and motivation?
· Principles:
· Develop a “science” for every job that includes rules of motion, standardized work implements and proper working conditions
· Select worker with the right abilities for the job
· Train worker to do the job and give them proper incentive
· Support workers by carefully planning their work and smoothing the way as they go about their jobs
· Philosophy:
· One best way to do task ex: “how much load should I use?”, shoveling materials
· Used money as incentive 
· Piece-rate system 
· Worker/collective gets paid based on amount of units produced (the more you make or sale, the more you get paid)
· Benefits: productivity did improve, efficiency
· Cons: product quality, oversimplication (how to keep workers motivated), didn't consider human element 

Administrative Mgmt. Theory
· Henri Fayol
· Study of how to create organizational structure that leads to high efficiency and effectiveness
· Philosophy
· Management is a universal process
· Management can be taught 
· Fit the person to the job
· Fit them or mold them 
· Workers should accept management's decision without question 
· Unity of command principle – each person should receive orders from only 1 boss
· Unity of direction -  only 1 person should be in charge of all activities with the same objective
· Scalar chain principle – clear and unbroken line of communication from the bottom to the top of the organization
Fayol’s Principles
1. Division of labor: allows for job specialization to increase efficiency 
2. Authority and responsibility: included both formal and informal authority resulting from special expertise 
1. Formal: hierarchy in the organization 
2.  Informal: experience and expertise,
3. Unity of command: employees should have only one boss
4. Line of authority: a clear chain of command from the top to bottom of the firm 
5. Centralization: the degree to which authority rests at the very top (opposite = decentralization or now referred to as empowerment – having the power to do)
6. Unity of direction: one plan of action to guide organization 
7. Equity: treat all employees fairly
8. Order: each employee is placed where they have the most value
9. Initiative: encourage innovation
10. Discipline: obedient, respectful employees needed
11. Remuneration of Personnel: the payment system contributes to success 
12. Personnel Tenure: long term employment is important (people staying with organization for long period of time)
13. Subordination over individual interest: organization over individual (doing things in the best interest of the organization over individual)
14. Esprit de corps: share enthusiasm for organization

Fayol’s Rules/Duties of Management (resembles functions of management)
1. 
2. Foresight – to complete a plan of action for the future
3. Organization – to provide and mobilize resources to implement the plan
4. Command – to lead, select an evaluate workers to get the best work toward the plan
5. Coordination – to fit diverse efforts together and to ensure information is shared and problems solved
6. Control -  to make sure things happen according to plan and take corrective measures if necessary 


Administrative Management Problems
· Based on observation
· Concerned primarily with structure of the organization

THE BEHAVIORAL APPROACH (Assumption: People are social and self-actualizing)

· 1920s-30’s
· Philosophy: change management emphasis from productivity to human element
· Focusing more on human element, focused on observation
· Hawthorne Plant Studies – Elton Mayo
· Study: illumination in a room will affect productivity
· Result of Hawthorne Plant Studies
· In part failed, productivity always improving regardless of illumination
· Why? Employees felt special for being selected, constantly being observed
· Cohesive Work Group Developed
· Team Spirit – the environment is important (creating a stimulating work environment - important to socialize during work day, interesting environment, positivity, challenging/competition, big paycheck, vacation time; however not the same for everyone so ask employees what stimulates them
· People’s feelings, attitudes and relationships with co-workers affected their work and groups had important influences on individuals 
· Started with Follett (mother of modern management)
· Viewed organization as “communities”
· Believed in teamwork
· Ideas of “employee ownership” and “ethics”
· Creates the feeling of collective responsibility
· Over the work that they do
· Benefits, shares in the organization 

Maslow’s Hierarchy of Needs
· To motivate employees
**From bottom to the top**
· Physiological – basic needs to survive (survival so getting pay enough money to survive, basic necessities of life) 
· Safety – need for security and safe environment (environment (Ex – construction site) and job security (Ex- losing your job, contract to permanent, benefits, etc.)
· Social – need to belong (being part of the team)
· Esteem – need to feel good about oneself (leading the team, promotions)
· Self Actualization –need to realize one’s full potential (Ex for some – being a CEO, starting a business, etc.)


· Everyone has the same needs
· Need – a physiological/psychological deficiency that a person wants to satisfy; Maslow suggest it create tension that influences a person’s work attitudes and behaviors
· Principles
· Deficit principle - People act to satisfy deprived needs those for which a satisfaction deficit exists
· Progression principle – A need level is only activated when the next lower lever need is satisfied
· Where we place our needs varies
· If managers know their employees, they can more effectively motivate (what they are stimulated by)

Theory X and Y – Mc Gregor
Doug McGregor proposed 2 different worker assumptions
· Theory X:
· Average worker is lazy, dislikes work and will do as little as possible 
· Theory Y:
· Assumes workers want to do a good job and is motivated based on the work 
SELF-FULFILLING PROCHECY: if you as the manager believe an employee is lazy etc., they fill become lazy

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
· It is both 
· The Process Approach
· Planning, Organizing, Leading, and Controlling
· The Systems Approach
· Open systems (Inputs and Outputs-  to produce product or service as output)
· High performance by the organization occurs when each subsystem performs its task well and works in cooperation with others
· Contingency Management
· The type of management that fits best to unique situations particularly posed by individuals and environmental differences
· Assumes there is no one best way to manage
· The environment has an impact
· Managers must be flexible to environment
· Organization's design (ex - adapt structure if more in demand) and control depends on the environment 

Knowledge Management & Organizational Learning
· CKO responsible for energizing learning processes and organization’s portfolio of intelligence assets is well managed (think patents, intellectual property rights, trade secrets)
· Learning organization criteria:
· Mental models- everyone sets aside old ways of thinking
· Personal mastery – everyone becomes open to others
· Systems thinking – everyone learns how the organization works
· Shared vision – everyone understands and agrees to plan of action
· Team learning – Teamwork to accomplish the plan

Emerging Management Practices
· Organizational Culture
· The way people behave / relationships 
· The values, norms and beliefs that exist within organization
· Team Building
· Team bonding
· Empowerment
· Allowing people at all levels to take decisions and take responsibility 
· Total Quality Management 
· Commitment to continuous improvement, product quality, and customer satisfaction 
Summary
· Understand the various approaches to management from the last 2 centuries
· Appreciate how many of the theories are still applied today
· Be aware that they continue to evolve


CHAP 3- Global Dimensions of Management

Vocab
· Global economy	
· Resources, markets and completion are worldwide in scope
· Globalization
· Is the process of growing interdependence among elements of the global economy
· World 3.0
· Where nations cooperate in the global economy while still respecting different national characters and interests
· Global management
· Involves managing operation in more than one country
· Franchising
· A fee is paid to a foreign business for rights to locally operate using its name, branding and methods
· Foreign direct investment (FDI)
· Building, buying all or buying part ownership of a business in another country
· Insourcing
· Job creating through foreign direct investment
· Joint Venture
· Operates in a foreign country through co-ownership by foreign and local partners
· Global strategic alliance
· Where foreign and domestic firms share resource and knowledge for mutual gain
· Foreign subsidiary
· Local operation completely owned by a foreign firm
· Greenfield investment
· Builds an entirely new operation in a foreign country
· Political risk
· Potential loss in value of a foreign investment due to instability and political changes in the host country (terrorism, civil wars, elections, armed conflicts)
· Political risk analysis
· Tries to forecast political disruptions that can threaten the value of a foreign investment 
· Most favored nation status
· Gives a trading partner most favourable treatment for imports/exports
· Tariffs
· Taxes government put on imports from abroad
· Protectionism 
· A call for tariffs and favourable treatments to protect domestic firms from foreign competition 
· NAFTA (North American Free Trade Agreement)
· Linking CAN, USA and MEX in economic alliance (Frees the flow of goods/services, workers and investments) 
· Global corporation (MNC)
· Multinational business with extensive operations in more than 1 country
· Transnational corporations
· MNC that operates worldwide on a borderless basis; Firms with worldwide presence without being identified with 1 national home
· Sweatshops
· Employs workers at a very low wages for long hours in poor working conditions
· Sustainable development
· Meets the needs of the present without hurting future generations
· Ethnocentrism
· Tendency to consider one’s culture superior to other
· Cultural intelligence
· Ability to accept and adapt to new cultures
· Low-context cultures
· Emphasize communication via spoken or written words
· High-context cultures
· Rely on nonverbal and situational cues and spoken/written communication
· Monochronic cultures
· People tend to do one thing at a time (Ex-Canada)
· Polychromic cultures
· Time is used to accomplish many different things at once (Ex-Egypt)
· Proxemics
· How people use space to communicate
· Comparative management
· Studies how management practices differ among countries and cultures
· Ethnocentric attitudes
· Managers with this believe the best approach are found at home and tightly control foreign operations; fail to respect other practices/people; Find little to learn from international counterparts
· Polycentric attitudes
· Managers with this believe respect local knowledge and allow foreign operations to run with substantial freedom;
· Geocentric attitudes
· Managers with this believe are high in cultural intelligence and take a collaborative approach to global management practices 
· Intercultural competencies
· Skills and personal characteristics that help us be successful in cross-cultural situations


Assessing a Company’s External Environment
· Conditions that affect the way an org. operates 
· For better or for worse
· Conditions change due to: 
· Opportunities: new technologies, new markets
· Threats: economic downturns
**Managers must seek opportunities and avoid threats
·  Conditions to be aware of: socio-cultural, technological, economical, political-legal, global

SWOT Analysis
A structured way of looking at a projects or company for evaluation
· Internal Strengths and Weaknesses
· External Opportunities (ex apple excited about Samsung’s phones blowing up) and Threats

SWOT Analysis – Apple Inc
	Strengths 
	Weaknesses

	Marketing
-Brand loyalty
-Product compatibility 
· Innovative
· Customer service
· User friendly
· Brand reputation
· Financial performance

	-Product incompatibility
· Costly products
· New innovation
· Initial products issues




	Opportunities 
	Threats 

	· Challenges with other providers
· Global market continues to expand
· Economic upturns
· New product opportunities
· More reliance on technology
· - Spotlight on technology
	· The media’s perception
· Supplier issue 
· - Economic downturn
· Saturation of the market




An Organization’s Environment (NOTES)
· Direct and Indirect Impact 

External Environment
· Sociocultural Forces: 
· Demographics: descriptive elements of people in society (Baby Boomers, age, gender, ethnicity, religious beliefs)
· Increasing urbanization (population centers) 
· Education
· Societal values – SUV to hybrids
· Technological Forces: changes in skills and equipment for use to design, produce, and distribute goods and services
· Product technological changes
· Process technological changes
· Economic Forces: general well being of a nation
· Gross Domestic Product 
· Interest rates: price borrowing money
· Unemployment rate: % of people not working but who are looking for work
· Dollar strength: low dollar… good or bad
· Political/ Legal forces: outcomes of changes in laws and regulations
· Strengthened environmental laws (natural environment)
· What does this mean for business ? 
· Pay fines (Ex carbon emissions), changing ways to make products, location of business
· Government spending – government deficit (spending more money than what’s coming in) or surplus
· If deficit – increasing taxes, cut services or programs
· Global Forces: outcomes of changes in international relations
· There has been an increase in economic integration
· NAFTA
· World Trade Organization: enforces trade policies among 150 member nations 
· Ex- European banning seal products from Northern Canada (Europe filled an appeal)
· Decreasing trade barriers

Why and How Companies Go Global
· Why?
· Larger customer base, larger opportunity for profit (Ex- could be cheaper), larger human capital
· So, Profits, Customers, Suppliers, Capital and Labor (specialized skills)
· How?
· Exporting [business] and Importing [business]
· Licensing: local firm pays a fee to foreign firm to be able to sell product
· Paying a fee to operate (buying and selling) in another country
· Joint venture: operates new business in a foreign country through co-ownership
· Combine 2 companies to create a new business; pools resources, share risks and jointly operate business
· Foreign partners buys part ownership of existing local firm OR foreign & local form entirely new operation
· Strategic alliance: partnership where firms share resources for mutual gain
· Remain separate: Ex- Starbucks and Barn & Noble / Chapters, Apple and IBM
· For local- may bring new technology and opportunity to learn new skills; For foreign- access to new market and expert assistance of locals

Transnational Corporations/Global Corporations

· No home-base prejudice, entire world for acquiring resources, marketing goods/services, makes decisions from global perspective, employs executives from around the world, etc.


Host- country issues
· 
· Extract excessive profits
· Interfere with local gvr
· Dominate local economy
· Do not respect local customs



Home-country issues

· Cuts jobs in home country
·  Closes domestic operations to move elsewhere at a lower cost (controversial loss)



Values and National Cultures 
**Tight and loose cultures
Hofstede’s work
· His work focused on understanding cultural dimensions
· Power distance: degree to which a society accepts unequal balance of power
· Larger and Small Power distances
· Low power distance in Canada (Ex-using first names to address superiors)
· Individualism-collectivism: emphasizing group or individual
· Individualistic values in Canada (Ex- right to start your own business)
· Uncertainty avoidance: degree to which society tolerates risk and uncertainty
· Low uncertainty avoidance in Canada
· Masculinity-femininity: degree to which society values assertiveness and materialism 
· Masculinity in Canada 
· Short term – long term orientation: goal related 
· Short term in Canada

Ethical Challenges for Global Corporations
· Corruption- illegal practices to further one’s business activities
· Child Labour- having children do world that should be completed by adults
· Sustainable Development – meeting the need of the present without hurting the future



















CHAP 5- Business Ownership

Vocab

· Entrepreneurship
· Risk-taking behaviour that results in new opportunities
· Entrepreneur
· Is willing to pursue opportunities in situations others view as problems/threats
· Necessity-based entrepreneurship
· Takes place because other employment options don’t exist (ex- women and minorities with the glass ceiling effect)
· Social entrepreneurship
· Unique form of ethical entrepreneurship that seek novels ways to solve pressing social issues
· Social enterprises
· Have a social mission to help make lives better for underserved pop.
· Franchise
· Form of business where one business owner sells to another the right to operate the same business in another location
· Debt financing
· Borrowing money that must be repaid with interest
· Equity financing
· Giving ownership shares in the business to outsiders in return for their cash investments; money does not need to be paid back; in return for taking the risk, the equity investor gains some proportionate ownership control 
· Venture capitalist
· Make large investments in new ventures in return for an equity stake in the business
· Initial public offering (IPO)
· Initial selling of shares of stock to the public at large
· Angel investor
· Wealthy individual willing to invest in a new venture in return for equity in a new venture
· Equity-based crowd funding
· New venture go on-line to sell equity stakes in their businesses to crowds of investors

The Entrepreneur
· Recognize and seize an opportunity
· Ex – How to make a product/service better
· Many Characteristics
· 
· Risk takers
· Financial capital
· Being innovative
· Passionate
· Time-management
· Strong work ethic
· Internal locus of control
· Self-confidence
· Flexibility
· Tolerance for ambiguity 
· 
· Strict process
· Idea validation
· Market evaluation
· Screening (adds value to people lives/marketable idea, competitive advantage, low exit cost: if the business doesn't work out, it doesn't cost everything to leave)
· Development
· Social entrepreneurship (idea of social enterprise)
· Develop a business plan
· Setting out the product/service, objectives and budgets
· Important for investors 

Why Be An Entrepreneur?
· Be your own boss
· Financial success
· Job security
· Quality of life
· Dow we agree?
· Patience- takes a lot longer to be profitable than people think
Where to get money?
· Personal, friends, family..
· Debt financing – borrow money
· Equity financing- allow people to invest for ownership	
· Crowd-funding (Ex- Go Fund Me), Angel investors , Venture capitalists (usually want a board seat and equity)
Sole Proprietorships
· 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 
· Advantages: 
· Easy to form or dissolve
· Government preferential treatment
· Grants or funds available 
· Sole claim on all profits
· Personal incentive/ satisfaction 
· Pays only personal income tax = federal and provincial..more income more tax
· That’s why some people incorporate 
· Secrecy 
· Disadvantages:
· Unlimited liability (responsible for all debt obligation of the business; putting up collateral)
· Lack of continuity (uncertain of duration)
· Time commitment 
· Difficulty in raising monies 
· Management limitations 
· Might not be good at all the functions in an business
Partnerships
· When 2 or more people combine their financial, managerial and technical abilities to operate a business
· Types:
· General -  all partners = unlimited liability 
· Limited – one partner must have unlimited liability (involved in day-today operations; Silent partners) liable for percentage of business
· 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 (more disagreements)
· Difficult to withdraw investment (have a partnership agreement in place to avoid this problem– sets out terms and conditions)
· 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
· Owners are the shareholders (purchase shares only)
· Assets = what corp. OWNS
· Liabilities = what corps OWES
· 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 the Corporation
· Shareholders
· Board of Directors
· Senior Management

The Shareholders
· The owners of the corp.
· Share = unit of ownership
· Ex- Apple Inc. (public corp.)
· Basically, there are 2 classifications of shareholders:
· [bookmark: _GoBack]Common: have voting rights (board of directors), but don’t receive preferential treatment regarding dividends (more risk, higher gains)
· Dividend = percentage of profit payout received for holding on to particular stock; money given back to shareholders; Why? Encourage people to buy your stock, give some level of return to shareholders, usually sign of good health for the organization
· 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
· To share in assets on a proportional basis
· Pre-emptive right (the right to maintain percentage of business)
· To inspect the accounting statements

Family Businesses
· Family business feu
· Succession problem
· Succession plan

Why Small Businesses Fail
· Lack of experience, expertise, strategy and strategic leadership 
· Poor financial control (not keeping track of the numbers)
· Growing too fast
· Insufficient commitment
· Ethical failure (fraud, deception, embezzlement)

What to include in business plan
· 
· Exec. Summary 
· Industry analysis
· Company description
· Products and services description
· Market description
· Marketing strategy
· Operations description
· Staffing description
· Financial projection
· Capital needs
· Milestones 










Chap 6- Planning

Planning
Involves defining goals, establishing strategy to achieve goals, and develop plants to coordinate activities 
· Decision making process that focuses on the future of an org. and how to achieve goals
· Identifying the objectives to be attained and the ways to realize them
· Results in company strategy 
Why Plan?
· Focuses attention on objs. and goals
· Minimizes costs through efficiency of operations 
· Helps integrate short with long term plans 
· Facilitates managerial coordination and control
· No plan= may lose a lot of resources, avoid obstacles/off set risk

Planning Process
· Define your objectives, determine where you stand vis-à-vis objectives, develop premises regarding future conditions, analyze alternatives and make a plan AND implement the plan + evaluate results

Types of Plans
· Strategic (2-10 years) 	
· Broad plans
· Prepared by top level managers
· How to achieve long term goals/vision (dreams/hopes for the future)	
· Tactical (1 year)  	
· Short term plans (Ex- HR: dealing with building talented workforce)
· Born from a strategy 
· Middle level management
· Operational (month, week, day)
· Very detailed
· Short range plans (daily/monthly budgets, schedules, vacation)
· First level managers	
		
Planning Tools
· Forecasting – attempt to predict the future [based on past results]
· Forecasting models (calculations) 
· Contingency planning – alternative courses of action if things don’t work
· Can use scenario planning
· Benchmarking – external and internal comparisons to plan for future improvements
· Looking at what competitors/others are doing (competitor analysis)

Goals Setting as Part of the Plan 
· Managers By Objectives (MBO)
· Goals are objectives for performance
· They are the starting point of successfully managing a business
· They provide direction for all management decisions

Setting Goals
· S- specific (clearly state desired result: how much, when)
· M- measurable (answer “how much”)
· A- attainable (must be challenging but not impossible)
· R- referred to (must have a deep commitment from org.)
· T- timely (must meet deadlines, milestones)

Goals 
· Depending on where you “sit,” your goals can be quite different

Final thoughts on planning
· Define the task and the planning process seeps
· Understand planning told used to offset uncertainty
· Use various goal setting theories to ensure plan is accomplished 






























Chap 8 – Structure

Vocab
· Functional structure
· Groups together people with similar skills who perform similar tasks
· Informal structure
· Set of unofficial relationships among a org. member
· Divisional structure
· Groups together people working on the same product/are/customers/processes
· Product structure, geographical structure, customer structure and process structure
· Network structure
· Uses info. Tech. to link with networks of outside suppliers and service contractors
· Bureaucracy	
· Emphasizes formal authority, order, fairness and efficiency (classic V structure)
· Span of control
· Number of subordinates directly reporting to a manager

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 – marketing, finance, accounting, HR
· Advantages: clear career paths within function, in-depth training and skill development, high-quality technical problem solving
· Disadvantages: difficulties pinpointing resp., lack of communication, coordination
· Divisional
· Product (Chrysler, Jeep, Dodge; IPad, iPhone, Mac)
· Geography (East, West, North, South)
· Customer (corporate, individual, government)
· Advantages: more flexibility in responding to environmental changes, improved coordination across functional dept. , clear points of resp., expertise focused on specific customers/products/regions, greater ease closing/opening divisions
· Disadvantages: unhealthy rivalries, increased costs through duplication of resources across divisions
· Matrix 
· Combination of divisional and functional approaches to emphasize project teams
· Advantages: better cooperation across functions, improved decision making, increased flexibility to meeting demands (add, remove ops), better customer service, improved strategic management
· Disadvantages: power struggle between management, higher costs (more management), strong team loyalties 


Horizontal Structures 
· Team Structure- uses permanent and temporary cross-functional teams to improve lateral relations
· Cross-functional- brings together members from different functional teams
· Project team- convened for a particular task and disband once completed
· Boundary less Structure- eliminates internal boundaries among subsystems and external boundaries with external environment 
· Combo of team and network structure
· Eliminate subsystems
· Open communication, little hierarchy, high usage of tech., non-permanent
· Virtual org. = extreme case

Tall and Flat Organizations
· Tall structures (Ex- Banks, Gvr)– many eves of authority relative to the org. size
· Communication gets difficult
· More time needed to implement decisions
· Narrow span of control
·  Flat structures (Ex- retail locations, fast food chains, tech)– few levels of authority (decentralized authority), but wide spans of control (a lot of people report to manager/supervisor), 
· Results in quick communications
· Great for org. facing dynamic environment
· Can lead to overworked manager
· Wide span of control

Biggest fear...
· DELEGATING (the process of distributing and entrusting work to other people) – trust in your employees is essential
· “I can do it better”
· They might “do it better than me”
· “I want control”
· How to change
· You cant do everything
· More subordinate training- weekly/monthly meetings, keep an eye
· If they perform well, so do you..
· Proper time and understanding 










Chap 11- Leadership and Communication

Vocab
· Leadership
· The process of inspiring others to work hard to accomplish important tasks
· Reward power
· Offer something of value as mean to influence others
· Coercive power
· Punish as a mean to influence other
· Legitimate power
· Influence others by means of virtue of formal authority or rights of office
· Expert power
· Influence others because of specialized knowledge
· Referent power
· Influence others because of their desire to identify personally to you 
· Visionary leadership
· Brings the situation a clear sense of the future and an understanding of how to get there
· Authority decision
· Made by leader then communicated to the group
· Best when leaders have personal expertise, confident and capable acting alone, little/no time available for discussion
· Consultative decision
· Made by leader after receiving advice, info, opinions
· Group decision
· Made by group members themselves
· Best when leader last sufficient expertise, problem is unclear, acceptance of decision + commitment by others are necessary for implementation
· Emotional intelligence
· Ability to manage our emotions in social relationships
· Efficient communication
· Occurs at a min. cost
· Persuasive communication
· Presents a msg. in a way that causes the other person to support it
· Credible communication
· Earns trust, respect, and integrity in the eyes of the others
· Filtering
· Intentional distortion of information to make it appear most favourable to the recipient 

Leadership
· Leadership – behaviors used by managers to influence and inspire subordinates to work towards a certain goal 
· Leadership traits – charisma, positive, confident, inspiring, stimulating thoughts
· Transactional leadership- use of tasks, rewards, and structure to influence (use framework and application)
· Transformational leadership – recognize need for change, create vision to guide, and execute (motivate followers)
· Vision, charisma, symbolism, empowerment, intellectual stimulation & integrity
· Charismatic leadership – envisioning, energizing, and enabling (use charm to get followers)
· Classic styles
· Autocratic – unilateral, command and control fashion
· Human relation – emphasizes on the people
· Laissez-faire – do your best and don’t bother me
· Democratic – emphasizes people and tasks

Great Leader Traits
· Drive, self-confidence, creativity, cognitive ability, job-relevant knowledge, motivation, flexibility, honesty & integrity

Emotionally Intelligent Leader
· High self-awareness, good relationship management, good self-management, high social awareness, motivated

Drucker’s Leadership 
· Define and communicate a clear vision
· Accept leadership as a resp.
· Surround yourself with talented people
· Don’t blame others when things go wrong
· Keep your integrity; earn trust
· Don’t be clever, be consistent

The Meaning of Communication
· The transfer of information from one person to another
· Is more than just words; includes facial gestures, feelings, voice inflections

The Communication Process
· Sender- wishes to share info
· Message- info to communicate
· Channel – What medium of communication used: ex: letter, email, face-to face
· Receiver – person for which message is intended
· Feedback - to ensure message was understood
· Different perceptions/Noise

Communication Richness
· Capacity of a communication channel to effectively carry information
· Low richness – impersonal, one way, fast
· High richness- personal 2 way, slow

Barriers to Effective Communication
· Selective perception – ignoring info that conflicts with our own desires
· 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: must mean unorganized, not punctual
· Words mean different things to different people
· Words like “sick, cool, or even urgent” – So be clear! Set a timeline like” by the end of the week”
· Jargon – special vocab for an industry; specialized knowledge/language
· Non verbal
· Emotion

Overcoming Barriers
· 
· Utilize feedback
· Use many channels
· Use face-to-face:
·  best; get immediate reaction
· Be sensitive to the audience: 
· culture factors, knowledge level
· Proper timing of message 
· Develop empathy
· Reinforce words with actions
· Direct, simple language
· Proper amount of redundancy

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

1. Listen for msg. content
2. Listen for feelings
3. Respond/recognize to feelings
4. Note all cues
5. Paraphrase and restate


Self-actualization


Safety


Physiological


Esteem


Social













Top Managers: Guide the performance id the org. as a whole or major parts


Middle Managers - Oversee the work of large departemnts or divisions


First-Line Managers/ Team Leaders - Report to middle managers and supervise non managerial workers 


Non-managerial Workers











