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Chapter 9
Strategic Management:The analysis, decisions,implementations and evaluations a firm undertakes in order to create and sustain its competitive advantages.
Strategy: Plans made or the actions or the actions taken, in an effort to help an organization/firm obtain its intended purposes.

The external environment
Industry: A group of organizations/firms that share similar resource requirements.

The five forces:
1. Threat of New Entrants
a. Economies of scale: Refers to spreading the costs of production over the number of units produced. The cost of a product per unit declines as the number of units per period increases. For new entrants this is a barrier as established firms enjoy the benefits
b. Capital Requirements: Some industries have very high capital requirements
c. Switching Costs: refer to the costs associated with changing from one supplier to another from the buyer perspective
d. Access To distribution channels: Accesibility to distribution services can be an entry barrier for potential new entrants.
e. Costs disadvantages indepent of scale:  Some incumbents enjoy ggovernmental policies, legal protections (patents and trademarks) and proprietary products
2. Bargaining Power of Suppliers
3. Bargaining Power of Buyers
a. Switching costs: Similar to threats fo new entrants, the bargaining power of buyers increases as switching costs decrease
b. Undifferentiated Products: When incumbents provide similar products or services to buyers, they would not be in a good position to negotiate
c. Importance of incumbents’ products to buyers: When products or services the incumbents produce are critical to buyers then they lose all bargaining power
d. The number of incumbents relative to the number of buyers: The bargaining power of buyers diminishes when there are fewer incumbents offering the product or service
4.Threats of substitutes: For example paper newspaper vs online
5. Rivalry among existing firms
		a. Lack of differentiation or switching costs: When products are significantly differentiated or switching costs of customers are minimal, customer choices are often based on price and service.
		b. Numerous or Equally Balanced Competitors. When there are many incumbents, the likelihood of mavericks is great
	c. High Exit Barriers: Economic, strategic and emotional factors that keep firms competing even though they may be earning low or negative returns on their investments.
The VRIO Model

The Question of Value
· Managers need to ask if their firms resources and capabilities add any value to capture market share or enhance profitability, either through exploiting emerging opportunities or neutralizing threats
The Question of Rareness
· Valuable resources and capabilities need to be rare
· Must be controlled by a small number of firms in order to create a competitive advantage
The Question of Imitability
Valuable and rare resources and capabilities can provide firms with competitive advantage; however, how long the advantage lasts depends on how quickly imitation could occur.

The Question of Organization
· Consider whether firms can be organized in effective and efficient ways to exploit their valuable, rare and difficult-to-imitate resources and capabilities.

Strategies
Business-level Strategy: The strategy a firm chooses to compete in a given market.
Corporate-Level Strategy: How a firm allocates its resources in different markets to create synergy in order to achieve its organizational goals
Cost Leadership
· To gain competitive advantages by reducing economic cost below that of all competititors
· Cost Minimization in areas like R&D, Service, sales force, marketing and advertising, general admin etc
· Three sources
· Economies of scale ( increase production to minimize costs)
· Learning Curve exonomies- reduce cost by experience by learning and decreasing defects
· Low cost access to factors of production
Product Differentiation
· A firm’s attempts to gain competitive advantages by increasing the perceived value of their product or services relative to that of other firm’s products or services.
Focus
· Targets a particular buyer group, a segment of the product line or a geographical market.
Corporate level strategy
1. What businesses or markets a firm should compete in 
2. How these businesses or markets can be managed so they create synergy
· Managers deal with concern determining which markets their firms should diversify into, in an attempt to create maximum synergies for the firm and then to achieve high performance.
· Economies of scope: The situation where the total costs for serving two markets or producing the products for two markets are less than the costs for serving them or producing them alone
· Diversification allows firms to have leverage when purchasing resources
Chapter 2
Economic Environment : Refers to the economic conditions in which an organization operates.
	Individuals: Individiduals devide how to spend money and on what. 
Businesses:  In order for businesses to make a profit, managers have to balance the right combination of inputs, allowing for efficiency, productivity, and overall firm growth. Five factors of production are natural resources, labour, capital, knowledge, and entrepreneurs.
Natural Resources: Include land and raw materials below or above ground, such as soil, rocks,minerals,trees,fruits and vegetables.
Labour: Refers to workers.
Capital: Includes buildings, machines, tools and other physical components used in producing goods and services
Knowledge.
Entrepreneuts: Are individuals who establish a business in the pursuit of profit and to serve a need in society.
Government: Unlike individuals and businesses that make self-serving economic choice, government has a broader role.
Types of Economic Systems
Market Economy: Also referred to as a capitalist economy or a private enterprise system.
-Individuals can decide to be employees or owners of their own business. Individuals who establish businesses can freely choose which products to produce, distribute and where to sell them.
-Offer entrepreneurs rights.
 Communism: The government owns essentially all of the country’s resources and economic decisions are made centrally. The government decides which goods and service are to be produced, and in which quantities.
· Government must estimate S&D
· Little incentive for people to work hard
· The government benefited from all the earnings
Socialism: The government has large ownership in or control of major industries essential to the country’s economy. E.g coal mines, transportation, steel mills, healthcare
-Individuals are highly taxed
Mixed Economy: Canada is considered a mixed economu. Most industries are the work of private enterprise, although like in Canada many industries such as Canada post, lcbo are owned by the government
· Government is involved in taxation in order to pool for special resources.

Competition
Perfect or Pure:  The form of ideal competition.
1. A large number of buyers and sellers act independently
2. The product or service is undifferentiated
3. No Firm Price Setter
4. No barriers to entry
Monopoly: The opposite extreme to perfect competition
1. Company as the sole producer is the price setter
2. Significant entry barriers
3. No differentiation
Natural monopoly: When economic and technical conditions only allow for one effiecient producer
Limited Monopoly: May exist when a company jhas a patent
	Oligopoly: - Only a few competitors exist
1. High entry barriers
2. Firm price set
3. Some differentiation

Monopolistic Competition: Most other products and services in free market economies fall under monopolistic. 
1. Large number of companies compete with one another
2. All differentiated in a small way
3. No firm price
4. Low barrers of entry
ECONOMIC GROWTH
The business Cycle
[bookmark: _GoBack]Expansionary, peak,contraction,trough, and recovery
The Expansionary phase: A period when economic activity is rising. Goods are being produced and sold. Jobs being created. Demand rising. Profits are rising, cash flow is steady and opportunity for risk taking. Once the economy has reached its high point, it is said to have peaked. This marks the end.
Contraction Phase: Characterized by declining economic activity and falling profits.
-Managers reduce costs, lay off workers, halt any plans for investment
 Recession: Realized when there are two or more consecutive quarter periods of negative or falling economic activity.
Depression: an extreme recession. Characterized by longer economic periods of declining economic activity, high unemployment and high levels of personal and commercial bankruptcies.
Through: opposite of a peak, a very low level of economic activity. The recovery phase  begins after the through, here economic activity starts to rise.

Gross Domestic Product (GDP): The value of all goods and services produced within a country’s borders
Gross National Product ( GNP):  The value of all final goods and services produced by a national economy inside and outside of the country’s borders.
	Real GDP: Adjusted to reflect inflation
	Nominal GDP: Not adjusted for inflation
	GDP per capita: GDP PER PERSON
Productivity: Measures the level of output verses level of input in an organization.
	Input: can include materials, labour or overhead
	Output: a unit of product ready to be sold
Vertical Integration: When a company expands its business into areas that are at different points on the same production path, such as when a manufacturer owns its supplier and/or distributor.
Horizontal Integration: The acquisition of additional business activities that are at the same level of the value chain in similar or different industries

3.Balance of trade
Balance of trade: value of all the goods and services a country exports minus the value of all the goods and services a country imports.
Trade Surplus:  When a company exports more than it imports
Positive balance of trade; encourages positive economic growth
Trade Defecit:  more is imported than exported
Negative balance of trade: more money is leaving the country than entering it
4.Exchange Rates
The value of a foreign currency compared to a home currency

5.The national debt
Debt:  borrowed money that must be repaid, usually with interest.
National debt:  federal debt, accumulated by the government
Budget Deficit: The negative difference between incoming tax revenues and outgoing government expenditures
Why Debt Is  Bad for the economu
· Country’s credit rating can be lowered; leading to higher borrowing costs
· Stock markets can tumble after a credit rating is lowered
· Government austerity programmes required to reduce the debt
· Government has to spend more time addressing debt than other more important issues
· Doctrine of Ricardian Equivalence : people will believe that the future taxes will rise and will start saving towards taxes as opposed to spending
Economic Stability
1. Inflation: The rise in the price level of goods and services
Expected inflation:The rate at which people believe the price level will rise
Unanticipated Inflation: The inflation people do not expect
Anticipated Inflation: Inflation that has been correctly forecasted
-Reduces the purchasing power
Demand- pull inflation: occurs when the demand for goods exceeds the supply
Cost-push inflation: Results from an increase in production costs
Deflation
Opposite of inflation.
Causes:
· Industrial productivity
· Reduction in demand
· Can be worse than inflation
Price Level: The average level of prices
Price Index: An average change in a group of prices over time.
Consumer Price Index: A price index that measures commodities commonly purchased by households.
Producer Price Index: Measures the prices of inputs to producers and wholesalers including inputs such as finished products, partially finished goods and raw materials

Interest Rates:
The Bank Rate: The rate at which the Bank of Canada loans money to financial institutions across the country
Interest Rate: A fee charged, usually a percentage, by a lender to a borrower for the use of funds.
Fixed Rate:  A permanent interest rate that cannot be changed for the erm of the loan. Often higher than variable because banks do not want to lose money in the future from an increase in interest rates
Variable Rate: More risky for the businesses since they are subject to change.

Employment
1. Employment Rates and Measures
The labour force is the total number of people employed and unemployed
Unemployment Rate: The percentage of people who are unemployed out of the total labour force and who are actively seeking work.
Types of Unemployment
Frictional Unemployment:  Caused by normal labour market turnover, not a downturn in the economy.
Cyclical Unemployment: Related to the pace of the economy or business cycle. When the economy slows down or is in a recession, cyclical unemployment is high
Structural Unemployment: - Available jobs do not correspond to the skills of the labour force
- Unemployed individuals do not live in a region where jobs are available
Season Unemployment: Due to the seasonal nature of the job
The natural rate of unemployment: Total amount of frictional and structural unemployment combined. The unemployment that exists when there is no cyclical unemployment.
Full Employment: When only frictional unemployment exists and no structural or cyclical unemployment exists.

Chapter 8
Corporate Social responsibility
Refers to those obligations or responsibilities of an organization that involve going beyond
-The production of goods/services at a profit
- The requirements of competition



																			
	For
	Against

	Business should conform to societal expectations
	Business is business, the primary purpose of business is to have maximization of profit and any other purpose isn’t socially responsibly


	CSR is a practical Strategy
	Business plays by its own rules

	Must acknowledge network of stakeholders
-Long Term Benefits
	Business should not dictate morality
-Organizations should not be held accountable for their actions









Chapter 3
Industry Life Cycle: Given a long enough period of observation, almost all industries exhibit an inverted u-shaped growth pattern.
4 Phases
1.Introduction
- Highly fragmented ( many small competitors)
-Characterized by experimentation with novel technologies and business models
-Many entrepreneurial firms entering the industry
-A dominant standard created ( essential to move to growth)
Growth
Maturity
-Market is stabilized
Decline
-aggregate sales stop
Intro Phase:
-new small entrants
-Low amounts of R&D
- Big competitors are hesitant
-High Risk  - High Reward
Legitimacy 
Sociopolitical Legitimacy:  Refers to the endorsement of an industry, activity or organizational form by key stakeholders and institutions such as the state and government officials, opinion leaders or the general public.
Cognitive Legitimacy: The level of public knowledge of a new industry and its conformity to established norms and methods reflected in the extent to which it is taken for granted as a desirable and appropriate activity.
Growth Phase:
· All about sales and market share
· A dominant design should be available
· De jure standard is a legally mandated and enforced standard
· A De facto standard is a standard that arises from constant use and isn’t enforceable
· A shakeout is a large number of exits from the market at the same time as the aggregate output of the industry increases
· Companies that aren’t able to match the economies of scale, production process improvements and lower prices of the most efficient producers will be driven out of the market
· Established firms may enter now
· Process innovation and sales and marking are important
· Rivalry is much more intense
Maturity Phase
-Growth in aggregate demand begins to slow
	- Markets become saturated
	- Rivalry is fierce
	- Once differentiation is small, the power is in the distributional channels
	- Customers will chose whichever product is easier to access
	- Outsourcing

	Decline Phase
Reasons for decline: 1. Change in demographics
2. Shifting consumer tastes and needs
3. Technological substitution

· Competition becomes exceptionally fierce
5 different alternatives in the decline phase
1. Maintain a leadership stance: Requires a firm to continue investing in marketing, support, and product development
2. Pursue a niche strategy: Find a specific segment of the industry that may not decline as rapidly as the rest and where the firm can expect a competitive advantage.
3. Harvest profits: Requires squeezing as much remaining profit as possible from the industry, by reducing costs
4. Exit Early: This allows firms to recover some of their prior investment by exciting the market early in the decline phase.
5. Consolidate: Involves acquiring at a reasonable price the best of the remaining firms in the industry. Allows you to acquire market share.

Downsizing
Downsizing: Refers to the planned reduction in the beadth of an organizations operations.
“ Downsizing is a set of activities undertaken on the part of the management and designed to improve organizational efficiency,productivity, and/ or competitiveness”
1. Workforce Reduction
2. Work Redesign
3. Systematic change
Methods:
1. Across- the- board cutbacks:Cutting a fixed percentage of the workforce across all departments and units.
Benefits: “Shares the pain,” spreading it across the organization-all levels equally affected
Risks: Efficient parts of the organization are hurt. This form of downsizing ignores how well or how poorly units are managed. Usully when theres no strategic plan
2. Early Retirement and voluntary severance: Those nearing retirement take early retirement, voluntarily as opposed to a forced leave- typically as the first stage of downsizing
Benefits: Concentrates the terminations among those who are willing to leave. May help achieve the reduced cost objective by encouraging the more senior and highly paid staff to leave.
Risks: Not necessarily guided by a strategic plan. Encourages voluntary exits from all parts of the organization. “Loss of corporate memory” That is a company may lose highly experienced, valued members who have been an intrinsic part of what the companies about
3. De-layering – cutting a level or levels of the organization: termination or reassignment of the middle managers who are not replaced, flattening the organizational hierarchy by removing horizontal slices.
Benefits: All areas are equally affected. To the extent that decentralized decisions making is desired, this approach allows the shift of responsibility to the lower, and perhaps, more appropriate levels of organization
Risks: A loss of corporate memory. Overload of responsibility to top management. May be significant costs to train lower level employees the additional roles.
4. Contracting Out ( outsourcing): Lay off staff in areas that perform specialized functions. Contracting work out to other agencies.
Benefits: Immediate cost savings
Risks: Difficulties of dealing with the new suppliers of this labour and avoiding future cost increases. General loss of control
5. Dropping product lines: Discontinue some programs or product lines provided by the organization.
Benefits: Decide what areas may not be productive to continue to maintain. Close connection to long-term strategic planning compared to other approaches. Concentrates the distruption in one or a few business
Why downsizing fails
1.Lack of strategic planning
2.Lack of concern for, and involvement with employees
3. Careless removal of corporate memory
Downsizing as a non-rational approach to organizational structure
1. Constraining forces
· These forces represent those practices that come to define what are perceived as legitimate management structures and activities and that consequently place pressure on organizations to conform to these institutional rules
2. Cloning Forces
· These forces are the result of institutionalized management practices. The lessons we teach future managers and business leaders are embedded in the courses taught in universities and professional associations.

Types of innovation:
Radical or breakthrough innovations:  Significantly new technical knowledge and represent a major departure from existing practices
Incremental innovations: Make relatively minor changes or adjustments to existing practices.
Component or modular innovations: Innovations that involve changes to the products components but leave the overall configuration of the system relatively intact
Architectural Innovation: An innovation that alters the system’s architecture or how the components interact and are linked with each other
Competence-enhancing- Technological innovations that build on a firm’s existing knowledge and skills in certain areas
Competence-destroying- Technological innovations that render a firm obsolete
Creative Destruction: New innovations sweep away old ones
S-Curve: The rate of advance of technology. When a new technology emerges, progress tarts off slowly, then increases very rapidly as the technology is better understood and firms pour more efforts into research and development. As the physical limits of the technology are reached and the returns to the engineering efforts start to decrease, the rate of technical progress begins to diminish. A new technology able to overcome the physical limits of the old one will then trigger a new s-curve so that performance keeps improving with successive generations of s-curves.

Chapter 1
Organizations:
Public/ governmaental organizations: provide goods and services without necessarily generating a profit
Private/non-governmental organizations, including voluntary organizations that offer goods or services without necessarily generating a profit
Private organizations: produce goods or services with the intent of making a profit for shareholders
1. Organizations are social entities
2. Organizations are created to achieve goals
3. Organizations interact with the environment
Open System: Asserts that organizations are entities that are embedded in, and dependent on exchanges with the environment they operate within.
Closed System: fully sufficient entities requiring no interaction with the environment
General Environment: The sphere surrounding the organizations specific environment 

Economic Forces: Whether is is a recession or strong economic health in Canada, the economic environment acts as a strong influence on the present and future prospects of any organization.
Competitive Forces: Operate at two levels for any organization.  Domestic and foreign.
Technological Forces: Technology plays a central role in how an organization functions, how it obtains resources and, ultimately how effectively it competes.
Labour Forces: Canadian business operates within a diverse society.
Global Forces: In many ways ,are forces that could be embedded in general economic, political, technological or societal forces- but are international in nature.
Political Forces: Can exert influence at both the specific and general levels. The governments push toward deregulating many industries was no solely aimed at the telecommunications industry, but rather was designed to welcome more competitors in the Canadian business sector and facilitate freer trade between Canada and the us.
Societal Forces: Societal forces have an important impact on organizations. The nature of a society certainly is an entrenched part of any organization’s general environment.
Philosophic


Ethics


Legal


Economics
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