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Chapter 7: Management, Leadership and the Internal organization
-Management is process of achieving organizational goals through people and resources; applies to both non-for-profit organizations and for-profit firms. 
Management hierarchy
1.Top management: provide overall direction for company activities, developing long range plans for their organizations. Decide whether to introduce new products, purchase other companies, or enter new geographical markets. Ex: CEO, CFO, premier, mayor
2.Middle management: carry out strategies/plans of top managers and direct activities of supervisors. Focus attention on specific operations, products or customer groups. Ex: director, dean, division head, regional manager 
3.Supervisors (first line managers): deal directly with employees who produce and sell the firm’s goods and services. Assign specific jobs to non-managerial employees and assess their performance. Ex: department chairperson, program manager. 
Managerial Skills
1.Technical skills: manager’s ability to understand and use techniques, knowledge, tools, equipment of a specific department or area of study. Important for first line managers.
2.Human (interpersonal) skills: skills that help to work effectively with people. Ability to communicate, motivate and lead employees to complete assigned activities.
3.Conceptual skills: helps to see the organization as a single unit and to understand how each part of the organization interacts with other parts. Important for top-level managers.
Managerial functions
1.Planning: process of looking forward to future events, conditions and identifying organizational goals, developing  actions needed to reach those goals. Helps a company to turn its vision into action. It helps take advantage of opportunities and to avoid costly mistakes.
2.Organizing: process of blending human and material resources through tasks and authority. Arranging work, dividing tasks among employees and coordinating to ensure plans are carried out and goals are met. Ex: classifying and dividing work into manageable units
3.Directing: guides and motivates employees to accomplish organizational goals. Ex: training, retraining, scheduling, assigning tasks, monitoring progress
4.Controlling: function of assessing an organization performance against its goals. Setting performance standards, monitoring performance, comparing actual performance, making corrections if needed. 
-Vision: the ability to perceive marketplace needs and what organization must do to satisfy them. Clarifies a firm’s purpose and direct the company toward making most of opportunities. 
Types of planning
1.Strategic planning: organization’s long‐range focus deciding on primary objectives, taking action and setting aside resources to achieve objectives. Done by top management/executives. 
2.Tactical planning: carrying out activities of strategic plan. Focuses on current and short-term activities. 
3.Operational planning: sets detailed standards that help to carry out tactical plans and chooses specific targets, assigns employees and teams to carry out plans. Carries out tactics for functional areas such as production, human resources, and marketing.
4.Contingency planning: helps firm to resume operations as smoothly/quickly after a crisis/emergency. Involves continuing the business and communicating to the public. 
Strategic Planning Process
1.Defining a mission:  mission statement describing the firm’s overall purpose and aims 
2.Assessing the organization’s competitive position: the firm’s current competitive position using tools such as a SWOT analysis (strengths, weaknesses, opportunities, and threats). SWOT develops the best strategies for gaining a competitive advantage. 
3.Setting organizational objectives: use to plan organization’s hoped for performance. 
4.Creating strategies for competitive differentiation: unique mix of a company’s abilities and resources that set it apart from competitors. 
5.Implementing the strategy: putting the plan into action done by middle managers or supervisors.
6.Assessing results and refining the plan: monitor and adapt plans when actual performance fails to meet goals. Monitoring involves gathering feedback about performance. 
Programmed and non-programmed decisions
1.Programmed decisions: simple, common and frequently occurring problems already having solutions. Made in advance with set solutions, save managers time and save companies money. 
2.Non-programmed decisions: complex and unique problem/opportunity that has important results for the organization. Include entering a new market, deleting a product, developing a new product
Managers Leadership styles
-Leadership: manager ability to direct or inspire people to reach goals involves use of influence or power. No single form of leadership is right for every firm in every situation. 
1.Autocratic leadership: centred on the boss, make decisions alone without consulting employees
2.Democratic leadership: centres on employees contributions, empowers employees sharing authority, responsibility and decision making with managers. 
3.Free-rein leadership: minimal supervision allowing employees to make most of their own decisions.
-Corporate culture: collection of principles, beliefs and values shaped by organization leaders. Managers use symbols, rituals, ceremonies and stories to strengthen a corporate culture. 
Organizational Structures
-Organizing process: 1.decide specific work activities needed to carry out plans 2.Group all work activity into patterns that makes sense 3.assign activities to specific employees and give them needed resources 4.coordinate activities of different groups and individuals 5.evaluate results of the organizing process
Departmentalization: process of dividing work activities into units, employees specialize in certain jobs.
1.Product departmentalization: organizes work units based on the goods and services a company offers.
2.Geographical departmentalization: organizes units by geographical regions in a country or by region throughout the world for a multinational firm. 
3.Customer departmentalization: offers a variety of goods and services for different types of customers
4.Functional departmentalization: organizes work units according to business functions, such as finance, marketing, human resources and production. 
5.Process departmentalization: goods/services require multiple work processes to complete production
Delegating work assignments
-Span of management: number of employees a manager supervises, employees directly report to them. Helps clarify the structure of a firm.
-Centralization keeps decision making at the top of the management. Decentralization shifts decision to lower levels. 
Organizational Structures
1.Line organization: sets up direct flow of authority from the chief executive to the employees. Defines a simple, clear chain of command. 
2.Line and staff organization: combines authority of line organization with supporting staff department. Line departments helps make decisions affecting firm’s core operations. In mid-size and large firms
3.Committee organization: places authority and responsibility in a group of individuals, not a manager. Tends to act slowly and make conservative/safe decisions. Works in areas of new product development.
4.Matrix organization: links employees from different parts of the organization who work together on specific projects. Each employee reports to one line manager and one project manager. 
Chapter 8: Human Resource Management From Recruitment to Labour Relations 
[bookmark: _GoBack]The role and responsibilities of human resource management
-Function of attracting, developing and retaining employees who can perform activities needed to meet organizational objectives. They plan for staffing needs, recruit and hire workers, provide training and evaluate performance, decide on compensation and benefits, and oversee employee separation.
1. Recruiting Qualiﬁed Candidates
-Use internal and external methods to recruit qualified employees, trying to develop a great reputation of employee benefits and working conditions. Use university job fairs, personal referrals, want ads. Internet recruiting is fastest, least expensive, most popular. Recruiting techniques change as technology advance
Selecting and Hiring Employees
-Must follow provincial/federal employment laws to avoid lawsuits. Hiring is challenging and expensive, bad hiring can be even worse since more spending is needed on hiring another employee. To avoid mistakes before hiring candidates, human resource managers may require employment tests to evaluate certain skills/attitudes. 
2. Orientation, Training, and Evaluation (performance appraisals)
-Orientation: program where they learn about company policies and practices, administered by human resources and specific work department. 
-Training: provides workers an opportunity to build their skills and knowledge, good investment for all. On the job training- prepares employees for job duties by having them perform tasks under guidance of experienced employee ex: apprenticeships. Classroom/computer training- lecture, conference, workshop, seminars. Firms replace classroom training with computer training, reducing costs allowing learning at their own pace. Management development- improve the skills of current managers/executives  
-Evaluation (performance appraisal): evaluation and feedback on employees’ job performance, strengths, weaknesses. Helps make decisions about compensation, promotion, training need, transfers, termination. Performance reviews take place several times a year as a two way conversation, linked to firms goals 
3. Compensation and Benefits 
-Wage: pay based on an hourly rate or the amount of work accomplished. Salary: pay calculated on a periodic basis, such as weekly or monthly. Base compensation policies on: competitions compensation, government regulation, cost of living, company proﬁts, and employee’s productivity. 
-Employee beneﬁt: vacation time, retirement plans, proﬁt-sharing, health insurance, gym memberships, child/elder care, tuition reimbursement (some required by law).
-Flexible beneﬁts: choice of beneﬁts include different types of medical insurance, paid time off work. 
-Flexible work: adjust working hours or places of work according to employee needs. Flex-time: allows employees to set their own work hours. Compress worksheet: allows employees to work longer hours on fewer days. Job sharing program: allows two or more employees to divide up the tasks for one job. Home-based work programs: allow employees to perform their jobs from home instead of at the workplace
4. Employee Separation (loss of an employee for any reason)
-Voluntary turnover: occurs when employee decide to resign for his or her own reasons for taking another job, start a new business, or retire. Involuntary turnover: occurs when employees are terminated because of poor job performance, unethical behaviour in their business practices or in the workplace. 
-Downsizing: reducing number of employees in a ﬁrm by eliminating jobs. Advantages: improvements in proﬁts, market share, employee productivity, quality of customer service. Disadvantages: anxiety, health problems in remaining workers, expensive severance packages. 
-Outsourcing: sing outside vendors, produce goods or fulﬁll services that used to be handled in-house 
Motivating Employees
-Employee motivation: high employee morale feeling valued, opinions heard, empowered to contribute.
-Maslow’s hierarchy of needs: people satisfy lower‐order needs (such as food and safety) before moving to higher‐order needs (such as esteem and fulfillment). Physiological (basic human needs), safety (desire for physical/economic protection), social (accepted by society), esteem (feel valued and recognized by others), self-actualization (drive people to seek fulﬁllment of their dreams and capabilities). 
-Herzberg’s two-factor model: hygiene factors (work that doesn’t relate to a task but relate to the job environment), motivator factors (high levels of motivation). 
-Expectancy theory: used to evaluate likelihood that efforts will lead to wanted results and the degree to which they want those results. Equity theory: a person’s view of fair and equitable treatment. 
-Goal setting theory: people will be motivated to the extent to which they accept specific challenging goals and receive feedback that shows progress toward goal achievement. 
-Management by objectives (MBO): approach helps managers focus on reachable goals and to achieve the best results based on the organization’s resources. 
-Job design motivation: job enlargement- expands employees’ responsibilities by increasing number and variety of tasks. Job enrichment- expands employees’ job duties to empower them to make decisions and learn new skills in career growth. Job rotation- a system of moving employees from one job to another.  
Labour Management Relations
-Labour unions: workers group who organize themselves to work toward common goals of improving wages, hours, working conditions and labour laws. Found at local, national and international level. 
-Labour relations board: judicial organization responsible for overseeing worker groups that apply to be a union and activities that occur during a labour dispute. 
-Collective bargaining: process of negotiation between management and union representatives. 
-Settling labour management disputes: mediation, mediator does not make the ﬁnal decision. 
-Union tactics: most effective tool is strikes, picketing- marching in public protest against an employer. Boycott- organized attempt to keep the public from purchasing goods or services of a ﬁrm. 
-Management tactics: competing with organized labour when negotiations break down. Ex: lockout 
Managers’ attitudes and motivation  
-Theory X: assumes employees dislike work and try to avoid it whenever possible, so management must coerce them to do their jobs (money and job security are motivators — Maslow’s lower order of needs) 
-Theory Y: assumes typical person likes work, will seek and accept greater responsibility (self-control and self-direction are motivators)
-Theory Z: views worker involvement as key to increased productivity for the company and improved quality of work life for employee. 
Chapter 11 Customer Driven Marketing 
Marketing
-Processes for creating, communicating and delivering value to customers and for managing customer relationships in ways that beneﬁt the organization and its stakeholders.
-Marketing strategy process: 1.segment/choose target market 2.research market 3.understand targeted customer behaviour 4.develop marketing strategy
Customer Utility (value) from marketing 
-The power of a good/service to satisfy a want/need. Time utility: making a good or service available when customers want to purchase it. Place utility: making a product available in a location convenient for customers. Ownership utility: an organized transfer of goods and services from the seller to the buyer. 
1.Choosing a target market
-Segmentation: identify and describe market segments. Targeting: evaluate segments and decide which to go after. Positioning: design a product or service to meet a segment’s needs and develop a marketing mix that will create a competitive advantage in the minds of the selected target market. 
Target market: group of people an organization markets its goods or services to, using a strategy designed to satisfy this group’s speciﬁc needs and preferences. 
Types of markets
-Consumer (B2C) product: a good or service that is purchased by end users
-Business (B2B) product: a good or service purchased to be used, either directly or indirectly, in the production of other goods for resale. 
2.Marketing research
-Process of evaluating information to support marketing decisions. Types of market research: surveys, focus groups, interviews, libraries, government agencies, trade associations 
-Internal data: generated in an organization; includes ﬁnancial records, inventory levels, sales, proﬁtability
-External data: comes from outside sources; includes trade associations, advertising agencies, research 
-Secondary data: previously published data, low cost and easy to obtain, government publications 
-Primary data: collected through observation, surveys and other forms of observational study
-Focus groups: lead to new ideas, address consumer needs, and point out ﬂaws in existing products
-Business intelligence: activities/technologies for gathering, storing, and analyzing data to make better competitive decisions
-Data mining: use of computer searches of customer data to detect patterns and relationships 
Goal of market research- market segmentation: dividing total market into several relatively similar groups  
Segmenting Consumer markets
-geographic segmentation: dividing an overall market into similar groups on the basis of their locations
-demographic segmentation: dividing markets by demographic socioeconomic characteristics, such as gender, age, income, occupation, household size, stage in family life cycle, education, or ethnic group
-psychographic segmentation: dividing consumer markets into groups of similar attitudes, values, lifestyle. 
-product-related segmentation: dividing consumer markets into groups that are based on beneﬁts sought by buyers, usage rates, and loyalty levels
Segmenting Business Markets
-geographic segmentation: targets geographically concentrated industries
-demographic/customer-based segmentation: designs a good /service intended for speciﬁc organizational market (ex: healthcare institutions). 
-end-use segmentation: marketing strategy focusing on the precise way a B2B purchaser will use a product
3.Consumer Behaviour
-Personal factors: needs, motives, perceptions, attitudes, learned experiences, self-concept. Interpersonal factors: cultural, social and family inﬂuences. External factors: economic events
4. Selecting a market strategy for a target market
-Marketing mix: blending of four elements of marketing strategy to satisfy chosen customer segments
-Product strategy: involves nature of the product and its package design, brand names, trademarks, and product image. Functionality, brand, package, services. 
-Distribution (place) strategy: ensures customers receive their purchases in the proper quantities at the right times and locations. Channel, inventory, logistics, distribution
-Promotional strategy: blends advertising, personal selling, sales promotion, public relations to achieve its goals of informing, persuading, and inﬂuencing purchase decisions. 
-Pricing strategy: sets proﬁtable and justiﬁable prices for ﬁrm’s product offerings, sometimes subject to government scrutiny. List price, discount, bundles, credit terms. 
Chapter 12 Product and Distribution Strategies 
-product: a bundle of physical, service and symbolic characteristics designed to satisfy consumer wants
Types of products
-consumer products (B2C): convenience product, shopping product, speciality product
-Industrial products (B2B): capital product, expense product, inventory product
Classifying Business Goods (B2B)
-Capital goods: installations are major capital items including new factories, heavy equipment, machinery, and custom made equipment. Accessory equipment is less expensive and short-lived than installations
-Expense goods: supplies are used in a ﬁrm’s daily operations that do not become part of the ﬁnal product. 
-Inventory good: component parts/materials become part of ﬁnal product, raw material used in producing 
-Product line: group of related products that share physical similarities or are targeted toward a similar market. Product mix: assortment of product lines and individual goods/services a ﬁrm offers consumers and businesses
Product Life Cycle
-Four basic stages in the development of a successful product are introduction, growth, maturity, decline. 
-Introduction stage: ﬁrm promotes demand for its new offering; informs the market about it; gives free samples to entice consumers to make a trial purchase; and explains its features, uses and beneﬁts. 
-Growth stage: sales climb quickly as new customers join early users who are repurchasing items; company begins to earn proﬁts on the new product. 
-Maturity stage: industry sales eventually reach a saturation level at which further expansion is difﬁcult
-Decline stage: sales fall and proﬁts decline
Product Identiﬁcation
-Brand: name, term, symbol, design identiﬁes products and shows how they differ from competitors. Brand name: made up of words or letters that form a name, used to identify products and show how they differ from competitors. Trademark: brand that has been given legal protection
Brand Categories  
-Private (store) brand: not linked to the manufacturer but instead carries a wholesaler’s or retailer’s label
-Family branding: uses a single brand name for several related products
-Individual branding: gives each product within a line a different name
Brand Loyalty
-Brand recognition: consumer is aware of brand but does not have a preference for it over other brands
-Brand preference: consumer chooses one ﬁrm’s brand over a competitor’s
-Brand insistence: consumer seek out preferred brand and accept no substitute (ultimate brand loyalty)
-Brand equity: added value that a respected and successful name gives to a product
-Packages and Labels: important in product identiﬁcation and is important for a ﬁrm’s product strategy
Distribution Strategies (place)
-Product and distribution are about providing an appropriate product to the right place. Promotion and pricing are about attracting and sustaining customers
-Distribution channel: path products and ownership follow from producer to consumers or businesses. 
-Physical distribution: actual movement of products from producer to consumers or business users
Distribution Channels
1.Direct distribution: direct contact between producer and customer, most common in B2B markets. Used when marketing is relatively expensive, complex products that require demonstrations. Internet helps companies distribute directly to consumer market.
 2.Marketing Intermediaries: producer distribute products through wholesalers/retailers, inexpensive products sold to thousands of consumers in scattered locations. Lowers costs of goods to consumers. 
Wholesaling
- a distribution channel member that sells primarily to retailers, other wholesalers, or business users
-Wholesaling intermediaries: owned by the manufacturer of the goods to control distribution or customer service. Sales branch stocks products and ﬁlls orders from inventories. Sales ofﬁce takes orders but does not stock the product
Retailing
-Distribution channel members that sells goods and services to individuals for their own use, not for resale. Final link of the distribution channel; deal directly with customers.
Non-Store Retailing
1. Direct response: sales through catalogues, telemarketing, magazine, newspaper and television ads
2.Internet retailing: sales through virtual store, web-based sellers, websites of bricks-and-mortar retailers
3. Direct selling: direct manufacturer-to-consumer sales by party plans and direct contact to salespeople.
4.Automatic merchandising: sales of consumer products like candy, soft drinks, through vending machines
Types of Retail Stores
1.Speciality store: offers a complete selection in a narrow line of merchandise
2.Convenience store: offers staple convenience goods, easily accessible locations, extended store hours, and rapid checkouts
3.Discount store: offers wide selection of merchandise at low prices; discounted designer merchandise
4.Warehouse club: large, warehouse-style store selling food and general merchandise at discount prices to membership card-holders.
5.Factory outlet: manufacturer-owned store selling seconds, production overruns, or discontinued lines
6.Supermarket: large, self-service retailer offering a wide selection of food and nonfood merchandise
7. Department store: offers variety of merchandise selections (furniture, clothing) and customer service
How Retailers Compete
1.identify target market 2.select a product strategy 3.select a customer service strategy 4. select a pricing strategy 5.choose a location 6.build a promotional strategy 7.create a store atmosphere
Selecting distribution channels
-Complex, expensive products move through short distribution channels with few or no intermediaries. Standardized products with low unit values usually pass through relatively long distribution channels 
-Start-up companies often use direct channels because they can’t persuade intermediaries to carry their products, or because they want to extend their sales reach   
Selecting distribution intensity  
-Intensive distribution: involves a ﬁrm’s products in nearly every available outlet. Requires cooperation of many intermediaries 
-Selective distribution: manufacturer selects a limited number of retailers to distribute its product lines 
-Exclusive distribution: limits market coverage in speciﬁc geographical region to enhance a product image  
Logistics and physical distribution
-Supply chain: complete sequence of suppliers that help to create a good/service and deliver it to business users and ﬁnal consumers 
-Logistics: the ﬂow of goods, services and information among members of the supply chain  
-Physical distribution: activities moving ﬁnished goods from production line to consumer or businesses
Customer Service
-Customer service standards: measure the quality of service a ﬁrm provides for its customers 
-Warranties: ﬁrm’s promises to repair a defective product, refund money paid, or replace broken products
Chapter 13A Promotion Strategies 
Promotional mix and Integrated marketing communications
-Promotion: function of informing, persuading, and inﬂuencing a purchase decision
-Promotional activities produce a unified, customer‐focused message. Identifies consumer needs and shows how a company’s products meet those needs. Relies on teamwork and promotional planning. 
-Promotional mix: combination of personal and non-personal selling marketers use to meet the needs of a ﬁrm’s target customers and effectively communicate messages. Personal selling: direct person to person promotional presentation to potential buyers. Non-personal selling: advertising, sales promotions, direct marketing, and public relations. 
Objectives of Promotional Strategies 
1.Differentiate product ex: comparing performance of two leading laundry detergents 
2.Provide information ex: print and describing features and availability of a new breakfast cereal 
3.Stabilize sales ex: even out sales patterns, holding contests during slow sales periods 
4.Increase sales ex: end-of-aisle grocery displays to encourage impulse purchases  
5.Highlight product value ex: warranty programs and guarantees making product more attractive 
Comparing the Elements of the Promotional Mix
-Advertising advantages: reaches large consumer audience at low cost per contact, allows strong control of the message, message can be modiﬁed to suit different audiences. Disadvantages: difficult to measure effectiveness, limited value for closing sales
-Personal selling advantages: message can be tailored for each customer, produces immediate buyer response, effectiveness is easily measured. Disadvantages: high cost per contact, expensive, difﬁculty of attracting effective salespeople
-Sales promotion advantages: attracts attention and creates awareness, effectiveness is easily measured, produces increased short-term sales. Disadvantages: difﬁcult to differentiate from competitors, non-personal appeal.
-Public relations advantages: improves trust in a product/ﬁrm, creates positive attitude about the product or company. Disadvantage: difﬁcult to measure effectiveness, often devoted to no marketing activities
-Sponsorships advantages: viewed positively by consumers, enhances brand awareness. Disadvantage: difﬁcult to control message
Push vs. Pull Market Strategies

-Pushing strategy: promotion of product to wholesalers and retailers in a company’s distribution channels. Companies promote the product to members of the marketing channel, not to end users 
-Pulling strategy: promotion of product by generating consumer demand, by advertising/sale promotions. Potential buyers request retailers/distributers carry the product, pulling it through distribution channel. 
 -Cooperative advertising: marketers share with channel partners the cost of local advertising of their ﬁrm’s product or product line
Product and service advertising 
-Product advertising: message designed to sell particular good/service. Institutional advertising: message that promotes concepts, ideas, philosophies. Promotes goodwill towards industries or companies. Cause advertising: institutional advertising that promotes a speciﬁc viewpoint on a public issue as a way to inﬂuence public opinion and the political process  
Types of Advertising and the Product Life Cycle  
-Informative advertising: used to build initial demand for a product in its introductory phase 
-Persuasive advertising: attempts to improve competitive status of a product in its growth stage  
-Comparative advertising: compares products directly with competitors, either by name or by inference in the maturity stage
-Reminder-orientated advertising: maintains awareness of the importance/usefulness of a product in its late maturity or decline stages
Forms of Advertising Media
-Television: easiest way to reach a large number of consumers. Most expensive advertising medium  
-Newspapers: dominate local advertising. Relatively short life span 
-Radio: commuters in cars are a captive audience. Internet radio offers new opportunities  
-Magazines: can customize message for different areas of the country (local ads, wraparounds)  
-Direct mail: high per person cost, but can be carefully targeted and highly effective  
-Outdoor advertising: requires brief messages, billions spent per year
Consumer-Oriented Sales Promotions (support advertising and personal selling)
1.Premiums, coupons, rebates, samples: free/reduced price premiums get consumers thinking and caring about a brand and product. Coupons attract new customers, but focus on price rather than brand loyalty. Rebates increase purchase rates, promote multiple purchases, and reward product users 
2.Games, sweepstakes: introduction of new products, offer prizes to winners, subject to legal restrictions
3.Speciality advertising: promotional items that prominently display a ﬁrm’s name, logo or business slogan
Trade-Oriented Sales Promotions
-Geared to marketing intermediaries. Encourage retailers to stock new products, continue carrying existing ones, promote products effectively to consumers. Ex: point-of-purchase advertising, trade shows
Product Placement Sales Promotion
-Marketers pay placement fees to have their products featured in various media, television and movies. 
Guerilla Marketing Sales Promotion
-Innovative, low-cost marketing efforts designed to get consumers’ attention in unusual ways
Personal Selling
-Person-to-person promotion to potential buyer. Firms focus on personal selling if: 1.few geographically concentrated customers 2.product is technically complex or requires special handling 3.product carries a relatively high price 4.product moves through direct-distribution channels
Sales Tasks
1.Order processing: used at the wholesale/retail levels; involves identifying customer needs, pointing out products that meet those needs and completing orders  
2.Creative selling: persuasive promotional presentation, promotes a good/service whose beneﬁts are not apparent or whose purchase decision requires a close analysis of alternatives  
3.Telemarketing: personal selling by phone, provides a ﬁrm marketers with a high return on expenditures, an immediate response and an opportunity for personalized two-way conversation  
4.Missionary selling: indirect form of selling in which representatives promote goodwill for a company or provides technical/operational assistance to the customer  
The Sales Process - prospecting, qualifying, and approaching  
-Prospecting: identify potential customer. Qualifying: identify potential customers who have ﬁnancial ability and buying authority. Done by direct mail, personal visits, email, and electronic social media. Approaching:  analyzing available data about a customer’s product lines and other relevant information 
 -Presentation: communicates promotional message, describes major features, highlights advantages and cite examples of satisﬁed consumers. Demonstration: reinforce message salesperson has communicated. 
-Closing: use objections as chance to answer questions and explain how the product will beneﬁt customer. Critical point in sale process asking customers to buy, is the beginning of a potential relationship. Follow-up:  part of building a long-lasting relationship, determines whether customer will make another purchase  
Chapter 13B Pricing Strategies
Prestige Pricing: establish a high price to develop and maintain an image of quality and exclusiveness.  Products limited in distribution or so popular that they become scarce generate their own prestige. 
Consumer Perceptions of Prices: Price-quality relationships: perceptions of quality tied to price. High price = prestige/quality. Odd pricing: uses uneven amounts to make prices appear less than they really are. 
Alternative Pricing Strategies 
1.Skim pricing: sets an intentionally high price relative to prices of competing products. Helps marketers set a price that distinguishes a ﬁrm’s high-end product from those of competitors 
2.Penetration pricing: sets a low price as a major marketing tactic, used with new products
3.Everyday low pricing: maintaining continuous low prices instead of using short-term price-cutting 
4.Discount pricing: used to attract customers by dropping prices for a set period of time
5.Competitive pricing: reduces emphasis on price competition by matching other ﬁrms prices and focusing their own marketing efforts on the product, distribution, and promotional elements of the marketing mix.
Cost Based Pricing 
-Calculating total costs per unit and adds markups to cover overhead costs and generate proﬁts. Totals all cost associated research, production, transportation and marketing expenses. Total is the selling price. 
Types of Costs 
-Fixed costs: expenses that do not change as a function of the activity of a business. Variable costs: vary depending on company’s production volume ex: cost per unit. Contribution (margin): selling price per unit minus variable cost per unit. Contribution per unit to paying of the ﬁxed costs.
Breakeven Analysis
 -Used to calculate minimum sales volume a product must generate at a certain price level to cover all costs. Breakeven point= total ﬁxed costs/contribution to ﬁxed costs per unit. Breakeven point (in dollars) = total ﬁxed cost/(variable cost per unit – price)
Markup  
-how much channel intermediaries increase price of the product from the cost they bought it at. 
-Retail/wholesaler markup: percentage the price is increased from the cost of the product to retailers/ wholesaler to its selling price. Ex: 100% markup $100 cost increases to $200 price 
Chapter 15 Understanding Accounting and Financial Statements 
Functions of Accounting and Business Activities Involving Accounting
-Accountant measure, interpret, communicate ﬁnancial information to support internal/external business decision-making. 
-Financing: activities provide necessary funds to start a business and expand it. Investing: activities provide valuable assets required to run a business. Operating: activities focus on selling goods and services but consider expenses as important elements of ﬁnancial management
-Public accountants: provide accounting services to other firms/individuals for a fee. Performing auditing, tax return preparation, management consulting, accounting system design. 
-Management accountants: employed by a firm, collecting and recording financial transactions, prepare financial statements and interpret financial data for managers. 
Government/not-for-profit accountants: perform many similar functions as management accountants. Instead of dealing with profits and losses, they look at how effectively the organization is operating.
Foundation of the Accounting System
-Generally accepted accounting principles (GAAP): foundation of the accounting system in Canada. Set of guidelines or standards that outlines acceptable accounting practices. 
-International Financial Reporting Standards (IFRS): used by companies trading on public stock exchange. Standards allow ﬁnancial statements to be consistent, understandable, reliable, verifiable, comparable. Senior executives must certify firm’s ﬁnancial information. 
-Accounting standard board (ACSB): independent body made up of accounting professionals, is primarily responsible for evaluating, setting, and modifying GAAP for private and not-for proﬁt businesses. 
-Corruption of foreign public ofﬁcials act: federal law prohibits Canadians from bribing foreign ofﬁcials 
Accounting Cycle 
-Accounting cycle: activity of recording, classifying, and summarizing data about individual financial transactions into ﬁnancial statements. Transactions are recorded chronologically. Then posted in ledgers and summarized in accounting statements. 
-Accounting equation: assets (what a firm owns) must always equal liabilities (what a firm owes creditors) plus owners’ equity (owners’ investment in the firm). Equation ties into double-entry bookkeeping, used to record accounting transactions. Each individual transaction must be balanced by another transaction
Financial Statements:
 1.balance sheet statement 2.income statement 3.change in ownership equity 4. cash ﬂow statement
1. Balance Sheet-statement of a ﬁrm’s ﬁnancial position at a speciﬁc point; what a ﬁrm owns vs owes.
-Assets: anything with future value owned or controlled by a ﬁrm. Current assets: cash or liquid assets easily converted into cash and expected to be used in a year (cash, supplies, inventory). Fixed assets: tangible assets expected to last one year or more (plant, equipment, land). Intangible assets: non-material assets that are expected to last one year or more.
-Liability: claim against a ﬁrm’s assets, what the ﬁrm owes. Current liabilities: expected to be paid off within one year (wages, bank line of credit, monthly bills). Long-term liabilities: expected to not be paid off within the year (ex: bank loans, mortgages). 
- Owner’s equity: funds that owners invest in the business plus accumulated proﬁts  
2. Income Statement 
-Shows results of a firm’s operations through financial records of a company’s revenues, expenses and proﬁts over a speciﬁc period. Focus on revenues and expenditures, reporting proﬁt or loss. 
3. Statement of Changes in Equity
-A record of the change in equity from the end of one ﬁscal year to another. Begins with the amount of equity shown on the balance sheet, net income is added, cash dividends paid to owners are subtracted. 
4. Statement of Cash Flows
-Shows a firm’s cash receipts and cash payments during an accounting period. Records the sources and use of cash for a firms operations, investments and financing during a period of time. 
-Accrual accounting: records revenue/expenses when they occur, not when cash actually changes hands  
Categories of Basic Financial Analysis
1. Financial Ratio Analysis
-Assesses relationships among ﬁnancial information of a ﬁrm found on the ﬁnancial statements. Used as ﬁrst indicators of ﬁnancial/operating health. Helps managers and outside evaluators compare a firm’s current financial information with previous years and results from other firms in the same industry.
-Financial ratio analysis is a tool for measuring ﬁrm’s liquidity (meeting short term obligations), efficiency/ activity (of resources), leverage (relying on debt financing), profitability (effectiveness of operations). 
Liquidity ratios 
-Measure a ﬁrm’s ability to meet its short-term obligations. Current ratio: compares current assets to current liabilities, identifying how much current assets are available to payoff current liabilities. Acid-test ratio: measures ability of a ﬁrm to meet its debt payments on short notice, identiﬁes how much cash and equivalent assets are available to payoff current liabilities
Efﬁciency/activity ratios
-Measure how efﬁcient the ﬁrm is at operating and using its resources. Inventory turnover ratio: indicates number of times merchandise moves through a business. Total asset turnover ratio: indicates how much in sales each dollar of assets generate. Receivables turnover ratio: indicates number of times receivables turnover per year
Leverage ratios (riskiness of debt financing) 
-Measures how much the ﬁrm relies on debt ﬁnancing. Debt to asset ratio: examines assets that back up debt. Long-term debt to equity: examine ﬁrm’s ability to cover long-term debt. Total liabilities to assets ratio (debt ratio): greater than 50% indicates a ﬁrm is relying more on borrowed money than owner equity 
Proﬁtability ratios
-Measures firm’s overall ﬁnancial performance by evaluating its ability to generate revenues in excess of operating costs and other expenses. Net proﬁt margin: identiﬁes proﬁt produced by one dollar in sales revenues. Return on equity: identiﬁes proﬁt produced by every dollar invested by owners. Gross proﬁt margin: identiﬁes gross proﬁt produced by every dollar of sales.
2. Trend Financial Analysis  
-Looks at a ﬁrm’s ﬁnancial trends over time to see if they are improving or declining. Analyze trends of raw ﬁnancial values or ﬁnancial ratios. How are the metrics trending with time?
3. Comparative Financial Analysis  
-Compare ﬁnancial metrics, values and ratios of a ﬁrm to others in the same industry or situation. Is your ﬁrm better or worse than the other ﬁrms in the industry? What is the standard in the industry?
Budgets 
-Financial guidelines for future periods and reflect future outcomes. Show a firm’s expected sale revenues, operating expenses, cash receipts/expenses. Tool for planning and controlling providing standards against which actual performance is measured. Cash budget: estimates cash inflows and outflows over a period of time.
Accounting issues facing global business
-Exchange rate: value of one country’s currency in terms of the currencies of other countries. Daily exchange fluctuations creates either losses or gains of profits for international companies.
