ADM1300 Midterm Review
Management Theory
Classical Approaches
Scientific Management
The systematic study of the relationship between people and tasks to redesign the work for higher efficiency.
Frederick Taylor
· Taylor sought to reduce the time a worker spent on each task by optimizing the way the task was done
· Principles to increase efficiency
· For every job develop a science that includes
· Rules of motion
· Standardized work implements
· Proper work conditions
· Carefully select workers with the right abilities to perform the job
· Train workers to do the job and give them proper incentives to cooperate with the job science
· Support workers by carefully planning their work
· Study & Codify → Select & Train → Reward
Problems of Scientific Management
· Managers often implemented only the increased output side of Taylor’s plan
· They did not allow workers to share in increased output
· Specialized jobs became boring, dull
· Workers ended up distrusting Scientific Management
· Workers could purposely “under-perform”
· Management responded with increased use of machines
Frank and Lillian Gilbreth
· Refined Taylor’s methods
· Made improvements to time and motion studies
· Time and motion studies
· Break down each action into components
· Find better ways to perform it
· Reorganize each action to be more efficient
· Also studied fatigue problems, lighting, heating and other worker issues
The Gilbreths vs. Taylor
· Gilbreths’ studies were more focused on how a task was done, and how to best eliminate unneeded, fatiguing steps in any process
· Gilbreths’ form of scientific management had a more developed view of the worker and his/her interests vs. Taylor’s predominant view of the worker as driven solely by pay
· Gilbreths used photography as a means to study human motion in completing tasks (micro motion films)
Practical lessons from scientific management
· Make results-based compensation a performance incentive
· Carefully design jobs with efficient work methods
· Carefully select workers with the abilities to do these jobs
· Train workers to perform jobs to the best of their abilities
· Train supervisors to support workers so they can perform their jobs to the best of their abilities
Administrative Management
Henri Fayol
Fayol postulated that all administrative activities could be divided into 6 groups
1. Technical operations (production/manufacturing)
2. Commercial operations (purchases, sales)
3. Financial operations (finding & controlling capital)
4. Security operations (protecting property & persons)
5. Accounting operations (stocktaking, costing)
6. Administrative operations or managerial activities 
· “foresight, organizing, commanding, coordinating, controlling”
Fayol’s Principles
Fayol also developed a set of 14 principles:
1. Division of Labour: allows for job specialization – Fayol noted firms can have too much specialization leading to poor quality and worker involvement
2. Authority and Responsibility: Fayol included both formal and informal authority resulting from special expertise
3. Unity of Command: employees should have only one boss
4. Line of Authority: a clear chain from top to bottom of the firm
5. Centralization: the degree to which authority rests at the very top
6. Unity of Direction: one plan of action to guide the organization
7. Equity: treat all employees fairly in justice and respect
8. Order: each employee is put where they have most value
9. Initiative: encourage innovation
10. Discipline: obedient, applied, respectful employees needed
11. Remuneration of Personnel: the payment system contributes to success
12. Stability of Tenure: long-term employment is important
13. General interest over individual interest: the organization takes precedence over the individual
14. Esprit de corps: share enthusiasm or devotion to the organization
Bureaucratic Organization
Bureaucracy
· An ideal, intentionally rational, and very efficient form of organization
· Based on principles of logic, order, and legitimate authority
Max Weber
Max Weber developed the concept of bureaucracy
· A formal system of organization and administration to ensure effectiveness and efficiency
· Developed five principles of bureaucracy
· A manager’s formal authority derives from his/her position
· People should occupy positions because of performance, not social connections
· The authority, responsibility of each position relative to every other position should be made clear – people should know what is expected of them
· Positions should be arranged hierarchically – workers should know who reports to who
· Managers must create a well defined system of rules, standard operating procedures, and norms
Behavioral Management Approaches
Assumes people are social and self-actualizing
Mary Parker Follett
· Suggested workers help in analyzing their jobs for improvements
· The worker knows the best way to improve their job
· If workers have the knowledge of the task, then they should control the task
· No domination of managers over subordinates
· Businesses are service organizations
Elton Mayo – The Hawthorne Studies
· Occurred at the Hawthorne Plant of the Western Electric Company in Cicero, Illinois
· Initially examined the physical and environmental influences of the workplace (brightness of lights, humidity) and later examined the psychological aspects (breaks, group pressure, working hours, managerial leadership)
· Four General Conclusions
· The aptitudes of individuals are imperfect predictors of job performance
· The informal organization affects productivity
· Work-group norms affect productivity
· The workplace is a social system
Maslow’s theory of human needs
· A need is a physiological or psychological deficiency a person feels compelled to satisfy
· Need levels:
· Physiological – basic human needs (food and water)
· Safety – protection and security
· Social – love and belonging in relationships
· Esteem – recognition, respect, self-esteem
· Self-actualization – self-fulfilment, helping others
· Deficit principle: a satisfied need is not a motivator of behaviour
· Progression principle: a need becomes a motivator once the preceding lower-level need is satisfied
Douglas McGregor
Proposed the two different sets of worker assumptions
· Theory X: Assumes the average worker is lazy, dislikes work and will do as little as possible
· Managers must closely supervise and control through reward and punishment
· Theory Y: Assumes workers are not lazy, want to do a good job and the job itself will determine if the worker likes the work
· Managers should allow the worker great latitude, and create an organization to stimulate the worker
Forms of Business Ownership & Entrepreneurship
Sole Proprietorship
· The simplest form of business organization available to any individual who is legally able to enter into a binding contract
· Fall under municipal and provincial jurisdiction
· Filing a name declaration is not required provided the proprietorship operates under a person’s name
· Owned and operated by one person

Partnership
· An arrangement whereby two or more persons combine some or all of their resources in a business undertaking with a view to sharing profits among partners
· Provincial laws require that a partnership must legally register its name and give information about the partners
Limited Partners
1. Silent Partners – known to the public, no active management role
2. Secret Partners – unknown to the public, but take an active role in management
3. Nominal Partners – lend their name for public relations, but not actually involved
4. Dormant Partners – neither known to the public nor active in management
General Partners
1. Senior Partners – major management roles, largest share of profits
2. Junior Partners – minor management roles, smaller share of profits
General Partnership
Complete sharing in the management of the business
· Partners are not only just liable in equal share for the debts of the partnership but in addition, each partner is liable for the full amount (jointly and severally liable)
· Each member can bind the partnership without consent of the other partners
Limited Partnership
· Composed of one or more general partners who conduct the business, and one or more persons who contribute an amount in actual cash (special or limited partners)
· The special partner’s liability is normally limited only to the amount of cash s/he contributed to the partnership
Joint Venture
· Partnership established for a specific project or a limited time

Corporations
· Recognized as a separate legal entity under the law
· A federally incorporated corporation can operate anywhere in Canada
· Governance is the responsibility of a Board of Directors
· Ownership is through stock or “shares”
Private Corporations
· The right to transfer shares is restricted
· Number of shareholders is limited to 50
· May not sell shares or debenture (bonds or debt instruments) to the public
Public Corporations
· Sells shares to the public on a stock exchange
· Is subject to stricter regulations for filing financial reports, must follow certain audit procedures
Subsidiary Corporations
· One that has the majority of its stock owned by another corporation known as the parent company
Holding Company
· A corporation that controls one or more other corporations through ownership of their common stock

Functions of Management
Planning
· The process of setting objectives and determining how to best accomplish them
Steps in the Planning Process
1. Define your objectives
2. Determine where you stand vis-à-vis objectives
3. Develop premises regarding future conditions
4. Analyze and choose among action alternatives
5. Implement the plan and evaluate results
Benefits of Planning
· Improves focus and flexibility
· Improves action orientation
· Improves coordination and control
· Improves time management
Types of Plans
· Short-range plans = 1 year or less
· Intermediate-range plans = 1 to 2 years
· Long-range plans = 3 or more years
Strategic Plans
Set broad, comprehensive, and longer-term action directions for the entire organization
Tactical Plans
Define what needs to be done in specific functions to implement strategic plans
· Production plans
· Financial plans
· Marketing plans
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Communication
A two way process in which the communicators try to achieve a shared meaning
Characteristics
· No mind-to-mind contact → need a physical process
· Only inference is possible
· Dynamic – no obvious beginning or end
· Interactive
· Inevitable
· Symbolic
· Communication does not mean understanding
· Has consequences
· Contextual
The Communication Process
· Communication consists of 2 phases:
1. Transmission phase: information is shared by 2 or more people
2. Feedback phase: a common understanding is assured
· Starts with the sender who wants to share information
· Sender must decide on a message to share
· Sender puts message into symbols or language, a process called encoding (constructing the message)
· Noise: anything harming the communication process (distractions that interfere with the message)
· Messages are transmitted over a medium to a receiver
· Medium: pathway the message is transmitted on (phone, letter)
· Receiver: person getting the message
· Receiver decodes the message
· Decoding allows the receiver to understand the message (interpreting the message)
· Critical point – can lead to misunderstanding
· Feedback is started by the receiver and states that the message is understood or that it must be re-sent
· Encoding of messages can be done verbally or non-verbally
· Verbal: spoken or written communication
· Nonverbal: facial gestures, body language, dress
· Sender and receiver communicate based on their perception
· Subjective perception can lead to biases and stereotypes that hurt communication
Nonverbal Communications
· We believe nonverbal messages over verbal messages when the two contradict each other
· Often the foundation of first impressions
· Communication in any form other than words that can produce shared meaning and elicit a response
Verbal vs. Nonverbal Communication

Categories of Nonverbal Communication
1. Chronemics (time)
2. Proxemics (space) 
3. Paralanguage (sound, voice, volume, pitch, tempo)
4. Material Possessions (clothes, jewelry)
5. Chromatics (colours)
6. Smell (cologne)
7. Oculesics (eyes → contact and movement)
8. Haptics (touch → handshake, taps)
9. Kinesics (body language → crossing, slouching, facial expressions, posture, fidgeting)
Directions of Communication Within Organizations

Informal Communication Channel – aka the Grapevine
· Tend to operate more often in the lateral than in the vertical directions
· Information flows extremely fast
· Carry work-related as well as non work-related information
Barriers to Effective Communication

Globalization
· The emergence of a single global economic system run by a multitude of complex & unique stakeholders
· Global management: getting things done through many complex and unique people who are geographically dispersed
Challenges of Managing Globally 
· Cultural differences
· Political, legal and economic differences
· Different technological systems and capacities
· Different political and business environments
· Different employee attitudes toward work
· Different consumers’ needs and preferences
· Different business management practices
Advantages and Disadvantages of Globalization


Culture (Hofstede)
Collectivism vs. Individualism
· The degree to which people define themselves as autonomous individuals or members of groups
· Individualist societies – members primarily concerned with looking after themselves and their immediate families (North America/Western culture)
· Collectivist societies – members put emphasis on groups (Asian, Latin, African cultures), decision making typically occurs by consensus
Power Distance
· How a society deals with the fact that people are unequal in a social and status sense
· The extent to which a society accepts that power in society’s institutions and organizations is distributed unequally
· Large power distance – greater acceptance of unequal power (Japan, China)
· Small power distance – people want power to be shared equally (United States, Canada)
Uncertainty Avoidance
· How society copes with uncertainty and deals with risk
· People’s conscious avoidance of ambiguous and uncertain situations
· High uncertainty avoidance – intolerance for behaviours and ideas that deviate from the norm
Femininity vs. Masculinity
· The gender-stereotypical leaning of a society and the degree to which society allows overlap between the roles of men and women
· Masculine society – social values such as aggressiveness, acquisition of money and material possessions; gender-based roles clearly differentiated
· Feminine society – social values such as nurturing sympathy for the disadvantaged
Time Orientation
· Employees’ devotion to the work ethic and their respect for tradition
· The degree to which societies emphasize short-term or long-term goals

- ease of organization
- more financial resources (capital and credit)
- shared management
- combined knowledge and skills
- faster decision making
- few regulatory controls


- unlimited liability
- partners are responsible for the business activities of all others
- division of profits
- disagreement among partners → can be difficult to get rid of a partner
- life of a partnership



- more money for investment - limited liability
- separation of ownership/management
- ease of ownership change
- perpetual life
- size


- initial cost
- paperwork
- two tax returns
- termination difficult
- double taxation



Verbal


based on culturally agreed upon set of symbols


Nonverbal


based on culturally agreed upon set of symbols


usually deliberate


learned later in life


come in an orderly sequential way


has a definite ending point


often governed biologically/involuntary


learned earlier in life


do not come in an orderly sequential way, but simultaneously from a multiple of channels


continuous process, never ending



Downward Communication


Goals, objectives, directions, decisions, and feedback


Upward Communication


Information, suggestions, questions, problems


Lateral Communication


Information exchange


Formal and informal


That assist or affect communication



1. Interpersonal Barriers


2. Organizational Barriers


3. Cultural Barriers


Selective perception


Frames of reference


Individual differences


Emotions


Language


Nonverbal Cues


The hierarchial structure


Differences between levels of authority


Culture cannot exist without communication and human communication occurs within  a cultural context


Ethnocentrism


Stereotyping


Cultural Distance



- reduces poverty and reverses global inequality
- creates jobs not only in advanced industrial countries, but also in emerging economies and low-income countries
- raises the incomes of consumers and their quality of life
- without globalization, we couldn't afford many of the things we take for granted





- polarizing the world
- favours the more skilled worker (in developed countries)
- increasing environmental problems and social problems
- undermining national sovereignty
- benefits advanced societies and creates an international colonial control paradigm






- ease and cost of starting and ending the business
- secrecy
- flexibility and control
- pride of ownership
- distribution and use of profits
- no special taxes → profits are "personal income" and taxed at individual tax rates
- no government regulation


- unlimited liability
- limited financial resources
- limited skills pool
- overwhelming time commitment
- few fringe benefits
- limited growth
- limited life span


