September 13
Introduction to Business Management
Lecture 1
Managers and Managing
· Definition of Management: Management is working with and through individuals and groups in order to achieve desired goals.
· 85% of managers time is spent working with other people, therefore you have to learn how to communicate with them and people are all different. 
· Majority of decision making (85%) is in groups. Management is working with others
· Management is working through others; must learn how to delegate. Learn to give away some responsibility and power, even though they’re still ultimately responsible.
· Line of authority – chain of command
· Each person is different. Managing is working with individuals and learning how to deal with different people. Understanding who you’re dealing with.
· Managing a group is different than individuals.
· Goal and Objective are different
· The Goal is a long term desired result. The Objective becomes the short term step that I go through to reach the long term goal.
· Managerial functions
· Planning, Organizing, Motivating/Leading, Controlling
· Organizational Functions
· Accounting, Finacne, Operations Management
· Human resource management, marketing
· Process of Management (define and discuss in detail management &the process of management – exam?) 
Process of Management
First thing a business needs: A VISION.
That Vision leads to a Mission statement. It is a philosophy/mandate – reason for existence. The mission will be the same, how you do it may be different. 
Things that affect the mission: 
· Society
· Opportunities
· Threats
· Strengths
· Weaknesses
· Legal
· Political
· Economy
· Money
· Resources (people, material, etc)
· Technology
· Competition
· Market Demand
Mission leads to Goal. A goal is a long term desired result. 
This leads to Objectives. These Goals & Objectives have to be realistic, related to mission statement, specific and measurable, ethical, time-frame, & challenging. Goals should be set by the people responsible for the people achieving them. Usually tied into a performance appraisal system. 
Goals and Objectives lead to PLANNING. A plan is a detailed course of action. You need a plan, in order to achieve the goals that will satisfy your mission, to get to your vision. 
PLANNING:
· Policy: a guideline to action
· Procedure: the sequence of steps you go through to carry out the policy
· Rule/Regulation: The things you must do and must not do. 
· Budget: projected revenues and expenditures.
How do I get this plan into action? 
· ORGANIZE (Arrange our resources to effectively carry out the plan).
· MOTIVATE (how to get people to do things they may not want to otherwise do).
Motivate and Organization leads to CONTROL .
Things you have to do: 
1. Specific – Establish standards/expectations
2. Measure performance
3. Compare the actual results VS standards
4. If there is a significant deviation then you take corrective action
The ART OF COMMUNICATION : we have to learn how to communicate inside and outside of the business. 
What’s the manager’s most important part? COMMUNICATE. If you can’t communicate effectively, no one knows what you want. CONTROLLING is important because you need to know how to do this. Reality is a managers responsibility is to look at all of this. 
Managers must CO-ORDINATE all of these things overall. They are all interrelated and equally important. SYNERGY: you can’t do something to one part of the process without it affecting all the other parts. The whole is greater than the sum of its parts. 
A manager has to ensure everything is working together.
MANAGERIAL FUNCTIONS
· Henri Fayol was the first person to describe the four managerial functions.
· Fayol noted managers at all levels must perform each of the functions of:
· Planning
· Organizing
· Leading
· Controlling
MANAGERIAL ROLES
· Described by Mintzberg
· A role is a set of specific tasks a person performs because of the position they hold.
· Roles are directed inside as well as outside the organizations
· Interpersonal
· Informational
· Decisional
MANAGERIAL SKILLS
· Conceptual skills: the ability to analyze and diagnose a situation and find the cause and effect; the ability to dream – think outside the box.
· Human Skills: the ability to understand, alter, lead, and control people’s behaviour; the ability to inter-relate. 
· Technical Skills: the job-specific knowledge required to perform a task, the day to day. 
MEASURING MANAGEMENT PERFORMANCE
Peter Drucker says this generation is going to be measured using the “three e’s of productivity”. 
· Economy: the terms and conditions under which human and material resources are acquired.
· Efficiency: the amount of resources incurred to produce goods and services.
· Effectiveness: how well is the organization doing in meeting its goals.
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Lecture 2
CASE METHOD
· Is a rational, logical, decision making process
What is a Case?
· A real-life business problem
· Apply theoretical concepts to an actual situation 
· Develop decision-making skills
Case Format
· Executive Summary (5 marks)
· One page document, single spaced
· Summary of the rest of the case (do it last!)
· Detailed format in the textbook
· Assumptions (no marks)
· Write down the assumptions made
· Problem statement (15 marks – 5 each)
· Satellite problems (secondary problems – ‘symptom problem’)  / central problem (s) (core problem)
· Implications on the organization (effect on the organization)
· Implication on the personnel (effect of people within the organization)
· Alternative Solutions (50 marks)
· There are always one alternative that is in every analysis: ‘the no change scenario’- leave things as they are. Some situations it is less costly to not make a change then it is to change something.
· Write the pro’s and con’s of each alternative
· Look at alternatives independently, until the solution
· Research very important
· Dealing with the primary problem
· Show everything, all thoughts, even alternatives that you won’t use
· Recommended Solution (5 marks)
· *Back up recommendation*
· Restate alternative (s)
· Solve the primary problem
· Implementation (15 marks)
· Three steps: Immediate (right now) ; short-term (few years) ; long-term (10 years)
· Say how you’ll do it
· Be specific – not just ‘start a training program’
· Grammar (10 marks)
· More than 3 errors, 0 marks
Key Factors When Preparing a Case
· Are my assumptions reasonable?
· Do I really understand the problem?
· Have I looked at all viable alternatives?
· Is my decision realistic? Does it proceed logically from my assumptions?
· Have I outlined reasonable methods as to how my solution can be implemented?
Step By Step Summary
· Read case a minimum of 2-3 times
· Make any reasonable assumptions
· List all of the apparent problems
· Determine the Central Problem
· What alternatives are available?
· Make a recommendation
· Implement the recommended solution
THE DUFFY CASE
Synopsis: Duffy is head of a clerical department. He’s worked in the same job in 30 years. He’s 50 now but lacks stamina and is processing slower than usual. From what management can tell, workers are going to Duffy’s assistant Joe Turner for real problems. In other words, Duffy is no longer needed.
Problems: 
· Duffy’s not performing at former level
· Duffy does not appear to have ability
· Employees do not trust Duffy as a manager
· Lack of communication
· Turner not being paid at the level of a manager
· Two salaries for one job
· Turner’s job? Is it being done thoroughly?
· Duffy might be getting discouraged
· Problem of communication between Duffy and Turner
· Lack of respect of Duffy
· Turner could leave
· Duffy is where he is based on seniority
One approach: 
Central Problem: Duffy – Mental State. Not sure if that’s true because of lack of communication. 
Why is there a lack of communication? Because of MANAGEMENT.
Primary problem therefore is, lack of proper management. 
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FORMS OF OWNERSHIP
Sole Proprietorship
· When management and ownership of a business are one and the same
· The oldest and most common form of legal ownership in Canada (60 - 70%)
· First businesses that end up suffering in a recession
Advantages:
· Easy to form/dissolve; must be legal
· License may be required 
· Simplicity – not as complicated as corp’s (ex. Structure, people, etc)
· Gov’t preferential treatment
· Gov’t sees the SP as the backbone of the Canadian economy
· Reduction in taxes, give grants/money, low interest rates
· They hope that SP give employment, give competition, and develop technology
· Sole claim on all profits (losses)
· Personal incentive/satisfaction
· If you are successful, it’s because you did that
· Pays only personal income tax
· Highest tax bracket percentage given back: 46.1%
· Secrecy
· Vital advantage
Disadvantages
· Unlimited liability
· All of YOUR assets are on the line; you can lose everything
· Lack of continuity (uncertainty of duration)
· When the owner dies, the business dies with them
· Difficulty in raising monies
· Banks don’t trust an owner in case the owner dies or can’t pay back a loan
· Most owners don’t have the collateral to raise money, they have their expertise
· Management limitations
· People are not good at everything, so when there is one owner there are limited knowledge
Partnership
· When two or more people combine their financial, managerial, and technical abilities to operate a business for profit
· It is not limited to how many people there are
· Least attractive form of business 
Types of Partnerships
1. General Partnership
· All partners have unlimited or general liability
2. Limited partnerships
· One general partner (by law) – someone has to has unlimited liability
· This person must have ‘Reasonable’ assets
· Theoretically make better & more careful decisions
· One or more limited partners
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ARTICLES OF PARTNERSHIP
· Prevents misunderstanding and ill-will at some future date
· Not legally required in Canada
Partnership Advantages
· Easy to form
· Owners are taxed at personal rate
· Larger availability of money
· Diversification of management skills
· Retention of valuable employees
· Personal interest/satisfaction
Partnership Disadvantages
· Usually, unlimited liability (joint and several liability – every person is jointly responsible and several responsible)
· Management difficulties
· Difficult to withdraw investment
· Death
· Insanity
· Incarceration
· Simple withdraw
CORPORATIONS
Economic/Social Benefits
· Most effective means of managing productive resources: land, labour, capital
· Professional management and research
· Higher living standards – each generation does better then the generation before
· Circulation of assets process*
Economic/Social Problems
· Bigness
· Monopolies
· Morale
· Price fixing
· Environmental
· Political
Forming the Corporation
· Done either federally or provincially 
· Less expensive to form provincially, but you are limited where you can do business
· Articles of Incorporation(also known as: charter or letters patent) must be drawn
· Creating the business
· Name of corporation (not now in use)
· Type/number of shares to be issued
· Number of directors
· Location of operations (where your head office is, determines the laws you abide by)
· Purpose of business
Control of the Corporation
· Shareholders – owners of the corporation
· Board of Directors – elected by and represent the shareholders
· Senior Management – Board of Directors appoint the senior management who runs the business on the day-to-day basis
· The president and vice-president are the connection between the BoD and SM
The Shareholders
· The owners of the corporation
· Basically there are two classifications of shareholders
· Common (residual)
· Most buy this
· Preferred 
Rights of the Shareholders
· To vote for the Board (one vote per share)
· To receive dividends if declared
· Dividend: whatever is left of profit belongs to the shareholders.
· To hold/sell any share registered in name
· To share in assets on a pro rata basis
· If the company goes bankrupt or doesn’t want to stay in business, so it decides to disband; it has to apply to the gov’t to dissolve. The company sells the assets, the gov’t gets their money first, then the shareholders have to settle for less then what is owed to them. 
· Shareholders are the last in line to get $$ if the business goes under 
· Pre-emptive right (the right to maintain percentage ownership of business)
· To inspect the books
· You have to prove ‘just’ cause to see the books
How Does a Corporation Obtain Funds?
· Equity Financing
· The selling of shares in the business
· Diluting ownership (disadvantage)
· Owe the shareholder nothing (advantage)
· Debt financing
· The borrowing of money (but you have to pay it back with interest)
· Interest payments
· Date of maturity
· But you aren’t diluting ownership
· If you can’t pay it back, you are going into bankruptcy; shareholders can force the company into liquidation
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Equity Financing (selling shares)
· Common (Residual)
· Right to ONE Vote
· Dividends (if declared)  (after preferred owners)
· Share in assets (after preferred)
· Typically Common Shares get nothing
· MORE RISK, but potential return more
· Preferred
· Usually no vote
· Dividends (if declared); at certain rate
· Share in assets (before common shareholders) 
· ProRata Basis (percentage)
· Cumulative - if you don’t get paid this year, or next year; during the third year you will get all three years.
· LESS RISK (hoping for dividends)
What decides whether you have Preferred or Common: 
· ‘What you buy’
The Board of Directors
· Represents rights 
· Formulates/adopts a set of corporate bylaws
· Usually well known individuals
· Usually people who have the networks
· Bring talent and expertise to the Board
· People from different walks of life
· Oversees/evaluates job of senior management
· Absolutely liable for GST and Income Tax
· Liable for 6 months of employee wages
What is a Corporation?
· “An artificial being, invisible, intangible, and existing only in the eyes of the law...”
· It is a legal entity; it exists on paper only; it has all of the rights of an individual,
· Rights
· Buy, own, sell, management property (not just land: also artwork, equipment, etc)
· To sue and be sued
· Recognize as the legal owner of the business
· To continue forever
Advantages of a Corporation
· Limited liability
· Easier to obtain capital
· Easier to transfer ownership
· Length of life; continued existence
· Greater efficiency of management
· Easier to expand
· Legal entity
Disadvantages of a Corporation
· Double taxation
· More expensive to organize
· Large number of government restrictions
· Must publish annual reports
Types of Corporations
· The Federal and Provincial Charters allow for four types of commercial corporations:
· 1.) Private
· 2.) Public
· 3.) Mixed
· 4.) Crown
Private Corporation
· Shareholders are limited to fifty (50)
· Shareholders can not sell shares without the approval of the Board of Directors
· The general public is not permitted to buy shares or bonds from a Private Corporation
Public Corporation
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The Public Corporation
· This form of corporation CAN BE owned by more than fifty (50) shareholders
· Can issue shares and bonds on the financial markets
· Usually owned by hundreds or thousands of shareholders
The Crown Corporation
· A business that is owned and operated by the Gov’t (either Federal or Provincial)
· Is considered to be a form of public ownership in which the Gov’t owns and operates a business on behalf of the general public
Why Crown Corporations?
· Fosters competition
· Some believe that certain sectors of the economy (natural resources; transportation) are too important to be left in the hands of private firms
· Provides services which would not likely be offered by others
The Mixed Corporation
· Jointly owned by the Gov’t and the general public
· Politicians do not participate in day-to-day decisions
· Most operate in the exploration and natural resources sectors.
Franchising
· In business for yourself; not by yourself (advantage because you’re buying into an already well established business)
· Over 1100 franchisor companies in Canada
· Over 60000 outlets in Canada
· Over $90Billion in Sales in Canada
Advantages of Franchising
· Training and management assistance 
· Personal ownership
· Nationally recognized name
· Financial advice and assistance
Disadvantages of Franchising
· Not cheap; expensive proposition – LARGE start up costs
· Share your profits/management regulation
· Coattail Effect – your success/failure is tied to the franchisor’s performance
Buying a Franchise
· Shop around – do your homework
· Get legal and financial advice
· Look for financial stability in the franchisor
· Scrutinize the business plan and proforma statements

The Evolution of Management Theory (Schools. Of Mgmt. Thought)
The Evolution of Management Thought – A summary
· Classical Approach (1880 - 1920)
· Human Relations Approach (1930’s)
· Contemporary (1950 – 1980’s)
· Emerging (1990’s – 2000’s)
*Essay question: discuss the evolution of management thought.
THE CLASSICAL APPROACH
Systematic Management
· Adam Smith – 1776 – The Wealth of Nations – advocate of systematization
· Effectiveness
· Division of labour (specialization)
· Productivity
· Efficiency
· Focused on the definition of duties and responsibilities
· Led to Scientific Management*
Scientfic Mangement
· Basic Quesiton: How can management increase the level of worker productivity and motivation?
· Scientific Management
· F.W. Taylor (led this group)
· Philosophy
· The 3 S’s [Standardize (everything is the same form), Specialization (machinery or people who do nothing but that one job), Simplification (simple as possible)]
· Use $ as an incentive – pay people a basic wage and beyond a certain point of productivity you give them an incentive: motivation.
Benefits and Problems of this Process of Work
· Piece-rate system: paid for productivity; for each additional piece produced get paid more
· Benefits of Taylor’s Work:
· Traditional thinking to scientific analysis
· Productivity did improve!
· Problem:
· Oversimplification: give a person more money; he or she will produce more. NOT NECESSARILY. At some point you get a diminishing returns
· Failed to realize: influence of group norms, social needs, and pressures, etc.
Measurement Time Motion
· Frank Gilbreth and wife
· The one best way to perform a job
· Therblig – each operation is broken down into Therblig – unit of motion
· Gilbreth said everyone has 17 Therbligs
· Therblig #1 – Search
· Therblig #2 – Find
· Therblig #17 – THINK!!
Results of Gilbreth’s Work
· Foot-levers to open garbage cans
· Special Chairs for factory workers
· Redesigning of typewriters
· New assembly line techniques
· Simple, but effective!!!
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The Administrative Approach
· Henri Fayol
· Tried to answer how to improve productivity and efficiency
· Philosophy:
· Management is a universal process;
· Fit the person to the job
· Develop the General Principles of Management
Fayol’s Principles
1. Principle Of Division of Labour: Allows for job Specialization 
2. Principle of Authority and Responsibility: can’t hold someone responsible for something he or she has no authority
3. Principle of Unity of Command: Employees should have only one boss
4. Principle of Line of Authority: A clear chain from top to bottom of the firm
5. Principle of Centralization: the degree to which authority rests at the very top – ‘pyramid approach’ 
6. Principle of Unity of Direction: one plan of action to guide the organization
7. Principle of Equity: Treat all employees fairly in justice and respect
8. Principle of Order: Each employee is put where they have the most value – employees have no choice; they are told where to be put
9. Principle of Initiative: Encourage innovation
10. Principle of Discipline: obedient, applied, respectful employees needed
11. Principle of Remuneration of Personnel: The payment system contributes to success
12. Principle of Stability of Tenure: Long-term employment is important
13. Principle of General Interest over Individual Interest: The organization takes precedence over the individual
14. Principle of Esprit de Corps: Share enthusiasm or devotion to the organization
Follow no matter what you are managing (school, hospital, etc). But we do not believe in this today. Today, we believe in a management by situation.
Administrative Approach Problems:
1. Based on observation.
2. Concerned primarily with the structure of the organization
3. Human element nothing more than a raw material
Bureaucratic Management
Max Weber
· Managers should manage in a systematic way
· Make decisions based on rules, regulations and impersonality
· Clear division of responsibilities and authority
Human Relations Approach ***
· 1930’s
· Primarily, a result of the Hawthorn Plant Studies – Elton Mayo 
· Philosophy: Change management emphasis from productivity to human element
· The study
· Illumination will affect productivity level. Ie, working conditions affect productivity level of an individual
Hawthorne Plant Studies
· No matter what was done productivity increased, why?
Cohesive Work Group Developed!
· TEAM SPIRIT – the environment is important
· *MANAGEMENT MUST CREATE A STIMULATING WORK ENVRIONMENT*
What is a Stimulating Work Environment?
· What’s stimulating to me is not necessarily stimulating to you! 
Maslow’s Hierarchy of Needs
· Self-Actualization
· Ego	Motivational Needs
· Social
· Safety
· Physiological	Most of us have satisfied these needs
Physiological: Food, water, sex
Safety: need for protection (shelter, clothing)
Social: need to be accepted (belong)
Ego: Status & recognition
Self-Actualization: realizing your potential. Most people don’t realize it therefore they can be motivated 
The need that is least satisfying is motivating you the most.
· Everyone has the same needs
· Where we place our emphasis varies
· If managers know their employees, they can more effectively motivate them
Theory X and Y
· Douglas Macgregor
· Believes there are two different types of managers: X Manager & Y Manager
· Theory X: Assumes the average worker is lazy, dislikes work and will do as little as possible
· 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
· SELF-FULFILLING PROPHECY (if you believe people are lazy, that’s how you will manage them. If you believe people are hard working, you will manage them that way. And they will prove that to you.
Contemporary Approach
· 1950’s – 1980’s
· We continue to question – should management be considered na art or a science?
· Art – draw from experience, observations
· Science – use problem solving approach
· Quantitative Approach
· Paramorphic representation – quantify the problem that you have. Trying to put into a math equation without outside factors
· Organizational Behaviour ( X and Y, etc)
· The Process Approach
· Obj./goals, planning, organizing, leading, controlling, communicating
· The Systems Approach
· Synergy (touching one thing affects everything); open vs. closed system (just because we’re in the classroom doesn’t mean we’re cut off from the outside world)
· Parts; indiv.; formal org.; informal org.; role and status arrangements.; physical setting
· Contingency Approach (Situational Managment)
Emerging Management Practices
· Comparative Management (comparing internationally how other companies work)
· Organizational Culture (everyone ahs it’s own culture – culture dictates the decision making)
· Team Building 
· Empowerment (delegating down tot eh lowest possible level in the organization – give people responsibility and achievement)
· Total Quality Management (meeting customer satisfaction/requirements 100%)
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Midterm: 
· Everything up until next week is on the midterm. 
· 7-10pm
· Room posted in desmaires during the day on Friday.
· Bring  ID, calculators
· Multiple Choice (20marks); Problems (25marks); Essay (55 marks)
·  essay is more regurgitating information.
· Current events
· Know specific information - understand the terminology  
· CHAPTERS 1 – 8 (NOT INCLUDING 4)
Individual Case
· Uploaded onto Pearson/Doc-Depot 
· Be sure to check Section*
· 1300C

Evolution of Management Thought – A summary
· Classical Approach
· Scientific Management
· Administrative Management
· Bureaucratic Management
· Systematic Management
· Measurement Time Motion
· Gilbreth 
· 1880-1920
· How do we improve worker productivity & motivation?
· Human Relations Approach
· 1930’s
· Elton Mayo: People issue is secondary; be more concerned about it. Philosophy: Change from Productivity to the human element (Hawthorne Plant Study)
· Working conditions are important but it’s more about the environment you create. 
· Contemporary Approaches
· 1950s-1980s
· Quantifying Techniques
· Organizational. Behaviour
· Process Approach
· Systems Approach
· Contingency Approach (Situational Management)
· Emerging Management Practices
· 2000’s
· Comparative Management
· Ex: how Volvo produces a vehicle (int’l)
· Organizational Culture
· Team Building
· Empowerment
· Quality Revolution
*Essay question: Discuss in detail a management of thought.*
THE ORGANIZATIONAL ENVIRONMENT
Why analyze current events?
· Organization do not/should not operate in a vaccum (isolation); they operate in an open system
· Organizations operate in a Pluralistic Environment (many different factors affect us)
· These are largely Uncontrollable Factors; external forces. Which is why we’re trying to look ahead.
The General Environment
· The Economic Environment (no control over them; we can only predict)
· Interests rates (the summer was low the lowest its ever been; now it’s increasing slightly);
· Unemployment rates (relatively low in Ottawa);
· Trade balances (85% of trade is with US – if US Economy is having issues, so will Canada; );
· Dollar strength (during the summer we were above the US dollar);
· Market demand (Economic and Behavioural)
· Gross salary – taxes = disposable income – necessities = discretionary income
· That’s IF there is discretionary income
· Majority of candy produced and sold in Quebec – example of behavioural market demand
· The Political/Legal Environment
· Passing laws; gov’t elected
· Business must be able to deal with these things
· Social Environment
· Philosophies, attitudes, and values (ex: residence freedom. Things change; times change.)
· Changing demographics (baby boomers are growing older; life expectancy are longer; business must be aware of this and adapt)
· Increasing urbanization (before families wanted to be in urban areas, now they want to be in the city)
· Education (generations are taught different. Our generation is taught to ask “why”)
· The Technological Environment
· The Ethical Environment
· Pressure groups
· Values; morals (acceptable/unacceptable)
· The International Environment
· Internet has got information going everywhere now.
· Increasing globalization – trade
· Foreign direct investment
· Expansion of transnational companies
Task Envrionment
Task Environment: forces from suppliers, distributors, customers, and competitors
1. Suppliers: provide organization with inputs
· Need reliable input sources
· Provide raw materials, components, and even labour
· Prefer to have many, similar suppliers of each item
2. Competitors: other organizations that produce similar goods
i. Rivalry between competitors – usually the most serious force facing managers
ii. Often means lower prices
· Barriers to entry keep new competitors out;
i. Result from:
· Economies of scale
· Brand loyalty
3. Distributors: organizations that help others to sell goods
· Some distributors like Wal-Mart have strong bargaining power
i. They can threaten not to carry your product
4. Customers: people who buy the goods.
· Usually there are several groups of customers
i. For Dell Canada, there are business, home & gov’t buyers
What does the Manager have to do?
SCAN AND MONITOR
The controllable factors
· Marketing mix (Production, Price, place, promotion)
· Production
· Human resources
· Accounting and finance
· Administrative structure
· Research and development
· Public image

Read decision making chapter ; bring calculator
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The Manager as a Decision Maker
What is Decision Making?
· A process by which a choice is made between two or more alternatives
· 4 elements in Decision Making:
· An Objective
· The Alternatives
· The Consequences
· The Choice
Types of Decision Making
Programmed Decisions: routine, almost automatic process
Non-Programmed Decisions: unusual situations that have not been often addressed
Who are the Decision-Makers
· First level managers
· Technical decisions
· Middle level
· Managerial decisions
· Planning, organizing, human resources
· Top level
· Institutional decisions
· Be able to think ‘outside-the-box’; thinking of decisions for the whole business
Conditions affecting Managerial Decisions
· Certainty
· Risk
· Uncertainty
Conditions of Certainty
· Very rare in today’s world
· The manager knows exactly what will happen
Conditions of Risk
· The use of probabilities
· The outcome can be estimated
Conditions of Uncertainty 
· Nothing is known
· Alternatives are not known
· Cant assign probabilities 
Decision Making Steps
1. Recognize need for a decision: managers must first realize that a decision must be made.
· Sparked by an event such as environmental changes
2. Generate alternatives: managers must develop feasible alternatives courses of action
3. Evaluate alternatives: what are the advantages and disadvantages of each alternative
· Assessing Alternatives
· Is it practical
· Is it economically feasible
· Is it ethical 
· is it legal
Decision Making steps
4. Choosing among alternatives
5. Implement chosen alternative: mangers must now carry out the alternative
6. Learn from feedback: managers should consider what went right and wrong with the decision and learn for the future
Group Decision-Making
· Better than individual Decision making (80%)
· Different backgrounds, cultures, values, traditions, education 
· Cross-fertilization
· Do not come to a COMPROMISE, come to a CONSENSUS
Decision Making Aids
· The Expected Value Concept and the Payoff Matrix
· The Breakeven Analysis
Expected Value Concept and the Payoff Matrix
· The use of probabilities to measure the value of various outcomes for each alternative.
· Expected value = Income Produced x the Probability of Generating the Outcome
· E.V. = I x P
E.V. = I x P Problem
· Co. wants to increase revenue by $100,000
· Come up with 3 Alternatives
	Alternatives
	Anticipation Y (income)
	Probability of Y (income)

	New Product
	$150,000
	.55

	Marketing Program
	$125,000
	.70

	Modernize Plant
	$110,000
	.88


Which Option is Best?
Payoff Matrix – Best Option
$150,000 x .55 = $82,500 
$125, 000 x .70 = $87,500
$110, 000 x .88 = $96,800**
** All things being equal.

The Breakeven point
· Always annualize (12 month basis) the breakeven point.
· Always 2 decimal points
· The point at which there is no profit or loss
· Volume of production at which all costs – both Fixed and Variable – are met
· TC = FC + VC
Fixed Costs
· Costs that do not vary with the level of production
· Costs you have no matter what
· Examples: office salaries, rent, lease payments, insurance, depreciation
Variable Costs
· Costs that do vary with the level of production
· Examples Sales commission, overtime payments, direct labour, electricity, raw materials
Fixed or Variable?
· Sometimes, difficult to determine
Breakeven Calculation
· Diagram Method

Breakeven Problem
· Dave plans to sell jokes at county fair
· Dave will purchase each joke for 50 cents from Leno
· Booth rental is $200
· Each joke will sell for 90 cents
· B.E. in units? 
· Answer: $500
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Midterm:
MRT 218
Chapters 1 - 8 Except 4
3 Sections: Objectives (MC) 20 marks, Problems (Expected Value/Payoff Matrix & Breakeven) 25 marks, Essay 55 marks
Exam is 30 pages
Ethics, Social Responsibility and Diversity
Ethics and Responsibility
· Remember the relationship between Business and Environment
· Things we have no control over
· Understand consumerism
· The economic and social justification of a firm’s existence is to meet the needs and wants of the consumer.
· As a result many organizations are now incorporating ethical consideration into their decision making processes 
· Who is the business organization responsible to? The Owners? The Public? Both?
The Stakeholder
· The interested parties in success
· Shareholders
· Employees
· Communities
· Neighbours
· Levels of gov’t
Ethics
· It is difficult to know when a decision is ethical
· For each stakeholder, it could be different.
Ethical Reasoning
· Depends on moral values
· We are all different
· Perceptions, values, beliefs
· Determining the definition of proper conduct
3 Ethical Models
· Utilitarian Model
· A decision that produces the greatest good for the greatest number of people
· Moral Rights Model
· A decision that best maintains and protects the fundamental rights and privileges of the people affected by it
· Justice model
· A decision that distributes benefits and harms among stakeholders in a fair, equitable, or impartial way.
Arguments for Social Responsibility
· In the businesses long run self-interest
· Improves the public image
· Improves viability of business
· Avoids gov’t regulation
· In stockholders’ best interest
· Better able to solve problems
· Problems can become profitable
How to Manage Diversity
· Increase diversity awareness: managers need to become aware of their own bias
· Understand cultural differences and their impact on working styles
· Exercise effective communication with diverse groups
· Be sure top management is committed to diversity
Managing Diversity Makes Good Sense
Canadian Human Rights Act: against the law to discriminate on the basis of race, national or ethnic origin, colour, religion, age, sex, marital status, family status, mental or physical disability, pardoned conviction or sexual orientation
Employment Equity Act: four protected categories
· Aboriginal peoples
· Persons with disabilities
· Members of visible minorities
· Women
Sexual Harrassment
· Damages both the person being harassed and the organization
· Both men and women can be victims
· Quid Pro Quo Harassment: victim is requested to perform sexual favours to keep a job or win promotion.
· Hostile Work Environment Harassment: Some members are faced with a hostile, intimidating work environment.
· Inappropriate jokes, pornographic displays and remarks
Avoiding Harassment
· Develop and communicate a sexual harassment policy
· Point out that these actions are unacceptable
· Set up a fair complaint system to investigate allegations
· If there are problems, correct them at once
· Provide harassment training to employees and managers
The FINAL WORD
How the business finally performs depends on the culture within 
[bookmark: _GoBack] Chapters 1 - 6
Lecture 11
ACCOUNTING
Balance Sheet:
· Shows what the company OWNS and OWES
· Horizontal balance sheet
· Current Asset – cash or any other asset that can be converted into cash or consumed within a year
· Declining liquidity
· Most liquid: cash
· Accounts receivable – money owed to the company
· Takes 31 days to turn into cash
· Notes receivable: 
· Money owed to the corporation
· Longer term debt
· 31 days – year
· Inventory - Goods on hand to sell to make money
· Expenses – that account goes on the income statement except prepaid expense
· Fixed Asset – fixed or permanent part of the business. Typically something you use everyday. 
· Land
Current Liabiities
· Payable – a debt. Must be paid
· Long term
Balance sheet always balances.
Problem:
ABC Ltd.
Balance sheet as of Dec 31, 1993
Given:
Accounts Payable $40,000
Accounts Receivable $35,000
Cash $20,000
Notes Payable $25,000
Inventory $60,000
Office Supplies 2,000
Wages Payable $1,500
Retained Earnings $28,000
Interest Payable $500
Notes Payable (due 1998) $55,000
Land $10,000
Building $80,000
Store Equipment $35,000
Goodwill $8,000
Common Stock $100,000
Balance Sheet
ABC Ltd.
For the month ended Dec 31, 1993
			

Assets
Current Assets
Cash
A/R
Inventory
Office Supplies
Total CA : $117,000
Fixed Assets
Land
Building
Equipment
Total FA: $125,000
Other Assets
Goodwill: 8,000
Total Assets: 250,000

Liabilities
Current Liabilities
A/P
Notes Pay.
WAgges Pay.
Int. Pay
total: 67000
Longterm
Notes Pay.
Total liabilities: 122,000
Shareholders equity
Common Stock
Ret. Earnings
Total SE
Total Liabilities and SE: 250,000
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Income Statement
· *Market value*
ABC Company Limited
Income Statement
For the period Ended January – March 1987
Gross Sales 			310,000
Less: Returns		 	  10,000
Net Sales					$300,000
Less: Cost of Goods Sold
	Beginning Inventory	$40,000
	Purchases		  80,000
	Total Goods on Hand	$120,000
	Ending Inventory	    65,000
	Total C.O.G.S.		 	  55,000
Gross Profit							$245,000
Operating Expenses:
General and Administrative:
	Office Supplies	$22,000
	Rent			  40,000
	Insurance		    1,500
						$63,000
Selling:
	Advertising		$15,000
	Commissions		   42,000
	Delivery Expenses	     2,000
						59,000
Total Operating Expenses					122,500
Net Income Before Tax					$122,500
Income Tax (50% rate)					   61,250
Net Income							$61,250
Income Statement Problem
Prepare an Income Statement for the A.B.C. Co. from the following data (for the year ended Dec 31, 1992):
Gross Sales 			$60,000
Selling expenses		8000
Inventory, Jan 1,1992		10,000
Sales Returns			1,500
Income Tax Rate		50% rate
Purchases			35,000
Inventory, Dec 31, 1992	9,000
Gen. And Admin. Expenses	6,000

Gross Sales 			60,000
Less: Returns		 	  1,500
Net Sales					$58,500
Less: Cost of Goods Sold
	Beginning Inventory	$40,000
	Purchases		  80,000
	Total Goods on Hand	$45,000
	Ending Inventory	    9,000
	Total C.O.G.S.		 	  36,000
Gross Profit							$22,500
Operating Expenses:
General and Administrative:			$14,000
Selling Expenses:				    8,000
Total Operating Expenses					22,000
Net Income Before Tax					$
Income Tax (50% rate)					   
Net Income							$42,500


FINANCIAL MANAGEMENT
Ratio Analysis
· Logical relationship exists between certain pairs of items
· Can the company pay its bills?
· Is too much money tied up in inventory?
· Is the firm’s credit policy adequate?
What do we do with ratios?
· Industry Standards
· Historical Standards
· Company Ratios
Commonly Used Ratios
· Liquidity Ratios – ability to pay current debts
· Operating Ratios – (also known as Activity Ratios) deal with the stability of the firm
· Indebtedness Ratios - also known as Leverage ratios
· Profitability Ratios – measures the profit level of the business 
Liquidity Ratios
· Current ratio: 
· Current Assets / Current Liabilities
· Quick Ratio (also called Acid Test Ratio)
· Current Assets – (inventory + Prepaid Expenses) / Current Liabilities
· Working Capital
· Current Assets – Current Liabilities
Operating Ratios
· Average Collection Period (also known as Accounts Receivable Turnover)
· Accounts Receivable / Average Daily Sales
· Inventory Turnover
· C.O.G.S. / Average Inventory
Indebtedness Ratios (Leveraging)  using someone else’s money
· Debt to Total Assets
· Total Debt / Total Assets
Example:
2008					2009
House: $300,000			321,000    7%    345,000
Down payment: 30,000
Mortgage: 270,000	          	270,000
					51,000 (equity) 210,000 (investment) 225,000 (invest)
270,000 / 300,000 = 90% of the money is borrowed
Profitability Ratio
· Return on Investment (R.O.I.)
· Net Profit / Owners’ Equity
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ECONOMIC ORDER QUANTITY
A = Annual Demand for Spools = 50,000
C = Cost per Spool = $75
S = Cost to Place an Order = $25
I = Annual Inventory Carrying Charge = 12%
Arbitrary Decision: order ¼ly basis
			50,000 / 4 = 12500
Saw tooth Diagram:



If he orders 4x a year, the annual cost to the company are:
· Order costs 4 x $25 = 			$100,000
· Cost of Spools 50,000 x $75 =	 $3,750,000
· Carrying costs: 6,250 x $75 x 0.12 = 	$56,250
Max Inventory 12,500
Min Inventory 0
Average Inventory: 6, 250
· Other costs? NO.
$3,806,250
EOQ =    2AS
	     i c
=   2(50,000)(25)
         0.12(75)
=    277,777.77
= 527.05
If EOQ is used, Annual Costs are:
· Costs to Order:
50,000/ 527.05 = 94.86 x $25 = 2371.69
· Costs of Spools
50,000 x $75 = 3,750,000
· Costs to Carry  (526.05/2) x 0.12 x $75 = 2371.73
3,754,743.42
*Costs to Order & Costs to Carry should equal each other (or close to)*

Quiz - November 17:
Balance sheet 
Income Statement
Financial Ratios
Break-Even point
Economic Order Quantity
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THE MANAGER AS A PLANNER AND STRATEGIST
Goals
· Depending on where you ‘sit’ your goals can be quite different
· Organization – maximize profits
· Employees – higher wages
· Customers – quality products
· Owners – higher dividends
· Management – promotions
Goals and Strategies
· Objectives for performance
· The starting point of successfully managing a business
· The planned method of reaching a goal is the ‘strategy’
Purpose of Setting Goals
· Provides direction, guidance, and motivation
· Assists in allocating resources
· Helps to define corporate culture
· Helps managers assess performance
Goals VS Objectives
· Goals: long term desired results
· Objectives: short term “rungs in the ladder” one must achieve in order to reach the long term goal
Setting Goals and Objectives
· Specific and measurable
· Time oriented
· Realistic, yet challenging 
· Set by those responsible for reaching them
· Must be balanced
· Integrated to Performance Appraisal
· Flexible 
Planning
· Determining how best to use organizations resources
· Identifying the objectives to be attained and the ways to realize them
What is a Plan?
· Detailed course of action
· Covers specific activity
· Specifies goals and short term objectives
· Specifies human and material resources
· Specifies methods
· Specifies time period
Why Plan?
· Focuses attention on objectives and goals
· Offsets (to  a degree) uncertain and change
· Minimizes costs through efficiency of operations
· Forces managers to be creative
· Helps integrate short with long term plans
· Facilitates managerial control
Why planning is important
· Good planning provides:
· Participation
· Sense of direction and purpose
· Coordination
· Control
Types of Plans
1.) Strategic
a. Broad plans 
b. Prepared by top level managers 
c. How to achieve long term goals
2.) Tactical
a. Short term plans
b. Born from a strategy
3.) Operational 
a. Very detailed
b. Short range plans
c. Prepared by first level managers
Strategy Formulation
· Analyzing current situation to develop strategies to achieve the mission
· Accomplished by SWOT analysis
· Organizational Strengths and Weaknesses
· Environmental Opportunities and Threats
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The Management Process 
· A series of activities developed to allow businesses to achieve their goals:
· Planning
· Organizing
· Leading
· Controlling
Organizing
· How to use existing resources to implement the plan
Principles of Organizing
· Lawrence Urwick came up with the principles:
· Principle of Objectives - 
· Principles of Specialization – have people who specialize in certain areas
· Principle of Coordination – all faculties/departments must work together; no sector is more important than the other
· Principle of Authority – the authority that goes along with the position
· Principle of Responsibility – even though i delegate to someone, i am still ultimately responsible
· Principle of Definition – each job has a definition: expectations, authorities, responsibilities
· Principle of Parity of Authority and Responsibility – you cannot hold someone responsible for what he /she does not have authority of it
· Principle of Span of Management - there are only so many people you can effectively manage
· Principle of Balance – no one area is more important they are all balanced within the organization
· Principle of Continuity (‘homeostasis’) – all organizations are living things: all living things want to survive. This principle is the self correcting tendency as the environment changes. Business evolve.
Types of Departments
· Function (marketing, finance, accounting, human resources)
· Product (Chevrolet, Pontiac, Buick, Oldsmobile, Cadillac)
· Geography (East, West, North, South)
· Customer (University, Hospital, Security)
Organizational Culture and Change
Organizational Culture
· Collection of values, norms, and behaviour shared by workers
· Controls the way workers interact with each other
Levels of Culture
· 2 Levels:
· 1.) Visible
· See culture through its artefacts; what you see, hear and feel when you are within an organization
· 2.) Invisible level of culture
· The values, beliefs, and assumptions that make up the organizational culture
Creating and Sustaining Culture
· Culture is created and sustained in three ways
· Hiring:	
· Only hire and keep employees who think and feel the way senior management does.
· Socialization:
· Management socializes employees to their way of thinking and feeling
· Role Modelling:
· Top managers serve as roles models
Resistance to Change
· Individuals and organizations resist change
· Individual resistance
· Habit
· Security
· Economic factors
· Fear of the unknown
· Selective information processing
· Cynicism
· Organizational resistance
· Structural inertia
· Limited focus of change
· Group inertia
· Threat to expertise
· Threat to establish power relationships
· Threat to establish resource allocations
Motivation
· Remember, people are motivated by Internal Rewards (Maslow)
· External Factors
· Bonus, promotion, salary increase, avoid a punishment
· What’s used today?
· Quality of work life
· Modified work schedules
Leading
· Managers must guide their subordinates
· Managers have power over subordinates to give them orders to get the job done
· Mangers must motivate subordinates so they want to get the job done well
Managerial Leadership
· Process of Influencing
· 5 styles
· Laissez Faire (let it happen)
· Bureaucratic (red tape)
· Autocratic (dictator)
· Diplomatic (soft sells ideas)
· Participative (consultative)
Communication
The Meaning of COMmunication
· The transfer of information from one person to another
· Is more than just words; includes facial, gestures, feelings, voice inflections
Importance of Good Communication
· Increase Efficiency 
· Improve Quality of product/service
· Become more responsive
· Foster innovation
The Basic Model
· Sender  Message  Reciever
· What’s wrong? 
· Creating a common images
· We must encode
The Communication Process
· Sender
· Message (verbal or nonverbal)
· Channel 
· Receiver
· Feedback
· Different perceptions
Enhanced Process
· Source  Encoding  Channel  Decoding  Receiver
· Feedback
· Potential problems?
· Failure in the encoding
· Failure in the decoding
· The actual transmission
Barriers to Effective Communication
· Hearing what we want to hear
· Ignoring information that conflicts
· Credibility of source
· Worders mean different things to different people:
· Example: the word ‘fast’
· A fast runner
· A colour fast shirt
· A fast friend
· Can move in fast company
· Tie something fast
· Own a watch that is fast
· Be fast asleep
· Fast for dietary reasons
· 500 words  14,000 different meanings
· Jargon
· Nonverbal
· Emotion
· Noise – psychological, social, physical
Overcoming Barriers
· Utilize feedback
· Use many channels
· Use face-to-face
· Be sensitive to the audience
· Proper timing of messages
· Reinforce words with acitons
· Direct, simple language (K.I.S.S. – Keep It Simple Stupid)
· Proper amount of redundancy 



Lecture 16										November 22
HUMAN RESOURCES MANAGEMENT
· Managing the most important asset: people
Typical Organization 
· Training
· Employee benefits
· Counselling
· Wage and Salary Administration
· Labour Relations (unions)
· Employee selection (interviews)
Recruitment
· Word of mouth
· Government 
· Private Agencies
· College/University 
· Ads
· Professional
What do Employers Want Today?
· Communication Skills 
· Ability to understand and to speak
· Ability to listen and learn
· Ability to read and to write
· Thinking Skills
· Positive Attitude (confidence)
· Self Confidence
· High Standard of Personal Ethics
· Sense of Responsibility
· Ability to plan and manage time, money and other resources
· Ability to Adapt to Change
· Teamwork Skills
· Conference Board’s National Business and Education Center
Selection Process
· First Contact (walk in; mail in)
· Application Form
· Interview (NO GUM!)
· References
· Tests
· Physical Exam
· Employment
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Résumé (CV – Curriculum Vitte)
· Personal Cover Letter (be very specific)
· Typed
· 1-2 pages maximum
· Action Verbs
Nine Most Often Asked Interview Questions
1. Tell us about yourself
2. Why do you want to work with us?
3. What are your strengths?
4. What are your weaknesses
5. What are your two greatest accomplishments? Why?
6. What is your biggest disappointment? Why?
7. Where do you see yourself in 5 years? 10 years?
8. What’s the most important thing to you in your life? Why?
9. Why should we hire you?
Interviewing Hints
· Be confident! Never beg for a job!
· Research the company; show them how your skills will help them.
· Have a good Résumé
· Dress Effectively! Clothing is a tool. 
· Pick a job that suits your personality
· Overcome fear by seeing many interviewers...
TESTING
· Performance (skill)
· Intelligence
· Personality
· Validity Problems?
Training and Development
· On the job training:
· Coaching 
· Job rotation
· Special assignments
· Off the job training
· Classroom (lectures)
· Cases
· Role playing
Compensation and Other Functions
· Initial determine of income; then what?
· Plant Services (safety programs; suggestion plans; medical facilities; cafe)
· Labour Relations
· Employee Benefits and Services
· Pension Plans
· Life Insurance/Disability Insurance
· Profit-Sharing Plans
Human Resources – Trends
Technology, Globalization, and Downsizing of the work force:
· Employees working at home
· Emphasis on employee participation, teamwork, quality, customer satisfaction
· Better training, higher education of the workforce.
Human Resources Challenge
· Complex laws and regulations
· Excess of untrained/obsolete workers
· More older workers
· Low morale due to downsizing
· Increasing demand for part-time workers
· Cheap labour from low wage countries
· Need for new and innovated compensation packages
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MARKETING
Subliminal Perception – your subconscious picks up things that you don’t notice at first
