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– Chapter 1: Management and the Environment 
· Management: The art of getting things done through people in organizations 
· Manager- Managers are responsible for making decisions under conditions of uncertainty about the allocation of scarce resources towards achieving the organization’s strategic objectives 
· Give organizations purpose and direction
· Manager’s roles are evolving new approaches due to: 
· Global competition 
· Business scandals 
· Constant change 
· Better educated workers ; Educated and aware customer base and workforce
· Managers are held more accountable 
· Unlike old days, managers are held accountable and cannot cover up mistakes because of a more educated and aware customer and workforce
· Downsizing/rightsizing 
· Exposed to new international conditions 
· More aggression within the competitive landscape
· Increases levels of innovations and technological advancements 
Functions of Management 
· Cycle 
· Planning and strategizing → organizing → leading and developing  → controlling → planning and strategizing
· 1. Planning & Strategizing 
· Define: A formal process whereby managers choose goals, identify actions to attain those goals, allocate responsibility for implementing actions to specific individuals/units, measure the success of actions by comparing actual results against the goals, and revise plans accordingly 
· Planning takes place in multiple levels of an org. 
· Used by senior managers to develop strategies for an organization and put those strategies into effect 
· Strategy- An Action that managers take to attain the goals of an organization  Can also arise in absence of planning at all levels of management 
· Strategizing
· The process of thinking through on a continual basis what strategies an organization should pursue to attain its goals and it involves
· Being aware of and analyzing what competitors are doing 
· Thinking about how changes in the external environment impact organization
· Strategies can arise in the absence of planning 
· (e.g. starbucks started selling CDs). Manager brought in his own CD, started getting requests for copies, so the CEO strategized to enter the music retail business) 
· 2. Organizing (Coordinating)
·  Define: The process of deciding who within an organization will perform what tasks, where decisions will be made, who reports to whom, and how different parts of the organization will coordinate their activities to pursue a common goal 
· Organizing is a part of planning and strategizing
· Strategy is implemented through organization 
· 3. Controlling 
· Define: The process of monitoring performance against goals, intervening when goals are not met, and taking corrective action 
· Requires managers to compare performance against the plans to monitor how successful an organization can implement a strategy 
· Important Aspect: Creating incentives that align the interests of individual employees with those of the organization, helping to ensure that everyone is pulling in the same direction 
· Incentive- A factor, monetary or nonmonetary, that motivates individuals to pursue a particular course of action
· 4. Leading & Developing 
·  Define: The process of motivating, influencing, and directing others in the organization to work productively in pursuit of organization goals 
·  Important Aspects:  
· Developing Employees: The task of hiring, training, mentoring, and rewarding employees and managers in an organization 
· People are the most important asset in an organization 
· Human Capital- The knowledge, skills, and capabilities embedded in individuals which can be a source of competitive advantage 
· Skilled leaders: 
· Drive strategic thinking (strategizing) deep within the organization while articulating their own vision for the organization 
· Have a plan for their organization and push others to develop plans 
·  Structure the organization proactively to implement their chosen strategy
· Exercise control with a deft hand, never seeming too overbearing/demanding, while at the same time, never taking eyes off the ball 
· Put the right kinds of incentives in place 
· Get the best out of people by persuading them that a task is worthy of effort
· Build high quality
Types of Managers
· General Managers
·  Managers responsible for the overall performance of an organization or one of its major self-contained subunits/divisions 
· Functional managers
· Managers responsible for leading a particular function or a subunit within a function (accounting, marketing, sales, etc) 
· A functional manager’s responsibility is generally confined to one organizational activity 
· Found within divisions where they manage functions/subunits within those function
· Closer to customers so they may generate important ideas that may become strategies
· Example: aerospace managers implement process improvement programs to improve quality and boost employee productivity 
· The heads of function are responsible for developing human capital with their organizations 
· Organize their functions into subunits and exercise control over those sub units (set goals, monitor performance, provide feedback and make adjustments)  
· Frontline managers 
· E.g. Tim Jones responsible for the performance of an individual starbucks store
· Managers who manage employees who are themselves not managers 
· Furthest down the hierarchy 
· Found deep within functions managing teams of Found at corporate/business levels 
· Corporate Level General Managers 
· Chief executive officer (CEO) is principal general manager at corporate level who formulates strategies that span businesses 
· Controls divisions and helps develop human capital of enterprise
· Manages relationships with the people who own the company 
· Members of top management team (Chief financial officer, chief operating officer, and chief technology officer, etc) help CEO describe company strategy to shareholders 
· Business Level General Managers rr
· Oversee operation of entire company/self-contained division 
· Lead different divisions (control activities, monitor performance, develop human capital, etc) 
· Translate overall strategic vision for the corporation into concrete strategies and plans for their units 2 3. non-management employees 
· Have skills to deal with customers and employees 
From Specialist to Manager 
· Journey begins when people are successful at a specialist task that they were hired to do 
· Need to be able to get things done through other people Mastering the Job 
· Tends to be a large difference between expectations and reality and workload is tremendous 
· Biggest challenge within the first year = “People challenges” 
· To get things done, must work closely with a network of peers and superiors, persuading them to buy in to the agenda of manager’s team (network builders + managing relationships)
· E.g. Microsoft hires software engineers who in turn start to lead a group of engineers
· Specialists who possess a mastery of skills and leadership move on to higher positions of management 
· Depends on their ability to plan, lead, organize, control and motivate  
Mastering the job 
· A Harvard professor followed 19 newline frontline managers to see what their job entails, and their work life
· These viewed their promotions were seen as rewards and opportunities for career advancement. Initially the new managers believed that their job was to exercise formal authority, making decisions and telling others what to do. They also thought they would be able to continue  the technical work they were doing with more control and power
· After 6 months, they struggled with the fast paced nature of the job. Managers were in constant demand from peers, subordinates, and their bosses.
· Workload was heavier, had to process mail, attend meetings and the job was fragmented with many issues requiring attention daily
 Managerial Roles 
· Specific behaviors associated with the task of management 
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1. Interpersonal Roles: interacting with other people inside and outside organization
· Figurehead Role
· Greet visitors
· Represent company, 
· Serve as spokesperson, etc. 
· Leader Role- 
· Influence
· Motivate
· Direct others within organizations and to strategize, plan, organize, control, and develop 
· Give their organization a sense of direction and purpose by identifying and articulating strategic visions 
· Liaison Role
· Connect with people outside immediate units (suppliers, buyers, strategic partners)
· Managers use their networks to help coordinate the work of their units to gain access to valuable information and further their agendas within an organization 
1. Informational Roles: Collecting, processing, and disseminating information 
· Monitors
· Scan environment both inside and outside organization 
· Rely on formal and informal channels to collect information
· Formal: organization’s own internal accounting info systems and data from external agencies
· Informal: managers own personal network (useful gossip) 
· Spokesperson
·  Deliver specific information to individuals and groups located outside department/organization 
· Communicate valuable information to important constituencies
· (CEOs meet with investors, government officials community leaders to convey developments of interest)   
·  Disseminator 
· Inform staff about company’s direction and specific technical issues 
· One-to-one informal conversations with specific employees 
· Disseminate information to direct reports and the organization  
1. Decisional Roles- Translate people and information into processes with the purpose of moving organization toward its strategic goals 
· Negotiator
· Negotiate with suppliers, customers, peers, superiors, etc. to lower costs, strike better deals, gain access to high quality resources, 
· Better delivery, prices, higher quality inputs, shared resources, cooperation, scarce resources, strike better deals
· Skilled negotiators are more likely to successfully implement strategy and raise the performance of their org.
·  Resource allocator
· How best to allocate scare resources under control between competing claims in order to meet organization’s goals 
· Organizations never have enough money, time, facilities  or people to satisfy needs
· Disturbance handler-
· Addressing unanticipated problems as they arise and resolving them expeditiously as unexpected problems arise often 
· Must take action and know what to do – quickly 
· Entrepreneur
· Organization must innovate and change 
· Pioneer new products and quickly adopt those pioneered by others

Some Qualifications 
· Nature of managerial work and behaviors managers must adopt 
· Model describes what managers do, not what they should do
· Does not mention some important roles of mangers 
· Model is context dependent as it described what all managers do in all situations which is not the reality
 Management Competencies: Do you have what it takes?
· Competencies- A manager’s skills, values, and motivational preferences
· Managers must possess several competencies, some are gifted at birth, but most are developed through upbringing, education and experience  
Managerial Skills: must possess these skills
1. Conceptual Skills
· The ability to see the big picture 
· Understand how the various parts of the organization affect each other 
· foundation of strategizing and organizing 
1. Technical Skills
· Skills that include mastery of specific equipment or following technical procedures 
· Perform specific activities involving methods, processes, techniques
· Would be ineffective employees if they lacked sufficient knowledge about products and procedures 
1.  Human Skills
· Skills that managers need, including the abilities to communicate, persuade, manage conflict, motivate, coach, negotiate, and lead 
· Working with other units, the use of humans skills to reconcile the needs and goals for their division  
· Self-awareness and self-management 
Managerial Values 
· Managers must hold the values that steer the team and organization in the right direction
· Stabilize and guide managers through ambiguous circumstances 
· Values 
· Stable, evaluative beliefs that guide our preferences for outcome/courses of action a variety of situations 
· What is good or bad, right or wrong
·  Enacted Values
· Values that actually guide behavior 
·  Espoused Values-
· What people say is important to them 
· Shared Values
·  Values held in common by several people 
· Create a sense of collective purpose 
· Managing with the Right Values 
· Embrace values that are consistent with the situation in which they work
· Embrace Ethical Values
· Ethical Values
· Values that society expects people to follow because they distinguish right from wrong in society 
Managerial Motivation
· Managers must possess the needs that motivate them to manage others effectively 
· Four motivations stand out: 
· Desire to compete for management jobs
· Managers are successful when they are motivated to compete for their jobs
· Promotions 
· Desire to exercise power 
· Successful managers are motivated seek power
· Personalized Power Orientation: Seeking power for personal gain or the thrill received from wielding power
· Managers should not have this intention 
· Socialized Power Orientation- Accumulating power to achieve social/ organizational objectives 
· Good managers possess this
· Desire to be distinct/different 
· Need to broker the interests of many stakeholders so need to be distinct from others, this allows them to act neutrally 
· Low affiliation, less desire to be liked, less pressure to conform  
· Desire to take action
· Create momentum
· Motivating employees, suppliers, and other stakeholders to achieve organization’s ambitions for the future 
Stakeholders & Stakeholder Management
· Stakeholder- An individual, institution, or community that has a stake in the operations of an organization and in how it does business
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· Each stakeholder group supplies organization with important resources (contributions) and in exchange each expects its interests to be satisfied (inducements) 
· Employees provide labor and skills and expect income
· Customers provide revenues and want reliable product that present value for money 
· Distributors helps sell an organization’s output, in return seek payment terms and products that will well
· Stakeholders provide risk capital and ownerships, expect managers to maximize revenue and return on investment 
· Creditors provide capital in form of debt, and expect to be repaid on time with interest 
· Governments provide rules and regulations too maintain fair competition, expect companies to adhere to rules an pay taxes 
· Local communities provide local infrastructure
· General public provides national infrastructure and seek assurance of an improved quality of life
· Taking stakeholders into account 
· Taking various claims of stakeholders into account when making decisions to prevent them from withdrawing their support 
Cannot satisfy claims of all stakeholders as goals of different groups may conflict
· Thus, managers must identify stakeholders most critical to survival of organization
· Shareholders can sell shares, bondholders demand higher interest payments, employees leave jobs, customers buy elsewhere 
· Suppliers seek more dependable buyers, distributors may favor competitor’s products
· Unions engage in labor disputes, governments can take civil/criminal action, communities can oppose a firm’s relocation. 
· Catering to these claims is a good business strategy
· Managers cannot always satisfy the claims of all stakeholders as they may conflict; managers must choose the most important stakeholder 
· If managers can satisfy the claims of the customers and employees, financial performance will be strong , share price will rise  and stakeholder’s claims will be satisfied 
· 
Chapter 2: What is Business?

If you view the system through a big picture POV, it is a system of integrated actions designed to 
1) Ensure that an organization develops and grows a market for its goods and services 
2) Create organizational value (wealth) on behalf of its stakeholders 

Three fundamental characteristics to assess a business 
· Commercial endeavors
· Employee interaction model 
· Organizational efficiency and structure 
Commercial endeavors 
·  Refers to the markets the organization serves, the products and services it offers and the needs it professes to meet in the marketplace
· Reflects understanding of the demand/supply relationship that exist in marketplace and the capacity and capability of each competitor to deliver products/services to its buyers
· Understanding price/cost requirements needed to produce goods and services and price sensitivities enables the creation of business model (system that delivers profitable outcome)
Employee interaction
· Refers to the value-creating skills an organization’s employees bring to the marketplace.
· The success of many businesses lies with specialized skills that exist within the labor force
· The use of these skills to maximum advantage (leveraging) in the production of goods/services enables the business to create value and transactions to make a profit
Organizational efficiency and structure
· A reflection of the complexities of the business activities that circulate within an organization
· It is reflective of the development of infrastructure (under-lying business system) and its related culture, which an org creates, and the transaction processes that it develops to service the marketplace it targets
Google as an example of the 3 assessments 
· Characteristics result in an understanding of a business system whose objective is the design, production, distribution and communication of goods and services that are sought after by the marketplace and valued by customers being targeted
· Ex. Google-industry: leading search engine company
· Commercial endeavors: generation of revenue and profits from market offerings such as advertising sites, gaming, GPS, entry to phone services, security services etc.
· Employee interaction: developers, engineers, system designers with specialized skills  to support google products 
· Organizational efficiency and structure: formal framework that delivers products and services , server farms, managerial hierarchy, operating processes, and decision making and communication processes

What is Business?
· A word with many definitions
· Business is a set of mission-focused actions that Identify the needs of a particular market(s), the development of a solution to such needs through acquisition or transformation of goods and services that can be delivered to the marketplace at a profit

Business models 
· The underlying operational platform or structure which a business uses to position its approach to a given market to generate revenue and derive profit 
· A business model has two primary parts 
· Company-centric side: aka “business system;” reflects the underlying mechanics to how a business is structured  
· Market-centric side: how we connect a business to the market place. Two requirements: a) ability to properly assess potential market opportunities and competition. b) effectively develop a market position around which to build a value proposition     
Company-centric side’s five key areas 
1) Activities 
2) Resources 
3) Partners 
4) Cost structure
5) Portfolio of products and services  
· Activities 
· Key processes an organization uses to deliver products and services to the marketplace 
· E.g. research and development, materials procurement, marketing, customer service 
· Resources 
· Refers to four core areas 
1) Assets 
· Represents the infrastructure and resource base of organization (land, buildings, equipment, technology, raw materials, brand power)
2) Labor
· Refers to the human resource (talent) requirements of the business
3) Capital
· Money needed by an org to support asses based expenses, meet operating cash requirements and invest in developing new products and services   
4) Managerial acumen 
· Foresight, drive, knowledge ability, decision-making competency and ingenuity of the org’s key individuals (its owners or top level managers)   
· Visionary leadership - refers to ability of managers to establish a direction based on needs identified in market and the mission of organization; this is translated into a strategic plan the guide the org to fulfill needs and meet mission
· Partners 
· Refers to complementary dependencies and/or relationships with other organizations that are deemed essential to the design, development of products and services to the market place  
· Examples of partners: retailers, wholesalers, suppliers, sub-contractors, service companies, joint ventures 
· Cost structure 
·  The expenses that will be incurred as result of offering products and/or delivering services to the marketplace 
· Costs must be in the business plan and pricing strategies to ensure that costs of operation and financial operations are fully offset by the revenue generated 
· Product/ service portfolio 
· Refers to different items, products and/or services a company offers for sale 
· A portfolio made up of an organization’s various product lines 

Market-centric side 
· Focuses business efforts on external factors for success 
· Concluding potential market opportunities

Four areas of a market-centric business model
1) Available customer segments and opportunity assessment 
2) Positioning 
3) Value proposition development 
4) Revenue model development 
· Available customer segments
· Differences in demographics will result in different segments in market requiring different products and services 
· Businesses need decide what customer segments will respond to their product/service offerings, known as opportunity assessment  
· Opportunity assessment: analyzing the a market place in such a way (using marketing research and data analytics) that enables the organization to determine which segments will respond to its communication messages and the purchase of their products/services  
· Positioning
· Refers to the ability to develop a unique, credible, sustainable and valued place in the minds of customers for the brand, products/services  
· The outcome of the communication strategy of what your brand stands for
· Value proposition development 
· A statement that summarizes to whom a product/service is geared towards and the benefits the purchases will realize after using the product/service 
· Communicates how the product or service differs from competing products or services offered in the marketplace (e.g. buying a smartphone you have to decide samsung vs apple, your decision will be influenced by the benefits + price of the phone)
· The purpose is to communicate to customers how their products/services are different  and the important benefits they offer  
· Revenue model development 
· Focuses on the relationship between the prices charged for services, the volume of purchases generated, and the profitability derived from such activity 
· Takes into consideration the relationship between price and expenses (costs) and the underlying operating margins and profit margins 

Full business model 
· Business models are the manner and structure by which we conduct business on a day-to-day basis, and reflect conscious decisions relating to resource deployment that develops revenue and drives profit  
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C-suite manager 
· A manager has to develop a strategy geared toward taking advantage of such opportunities and recognizing the required capabilities, competencies and capacity 
·  Conduct a “strategy and 3C assessment” (capabilities, competencies and capacity)to draw conclusions of where to compete, competitive scope, and outperform rivals 

Competitive advantage and business cycle 
· When a company possesses capabilities that enable it to perform critical activities better than its rivals 
· A business planning cycle outlines the business model which built around a competitive advantage 
· Business plan executed properly  customers are attracted to product  revenue will exceed  profit generated 
· Businesses grow by executing a series of planning cycles over time, businesses must execute a plan that leads to growth and profitability, must allocate resources and leverage capabilities to achieve desired results , and assess the success of the company in achieving desired objectives 
· If an org does not achieve its objectives then it will redirect the effort in order to achieve its revenue and profitability targets 

For-profit companies 
· Organizations whose overachieving objective is profitability and wealth creation on behalf of their shareholders and stakeholders 
Not-for-profit companies 
· Organizations whose overachieving objective is not probability and wealth creation but to deliver services to the people, groups, and communities that they serve via a model of collective interest/ social goal achievement 
· Hospitals, school boards, social service agents 
· They still need a business plan, operating model and business system that employ strategies to fund the ongoing delivery of services 

Thinking across multiple horizons 
· Businesses utilize resources with idea of transforming them into products/services which are then sold to consumers to achieve a profit for the firm 
· Making a profit on a monthly, quarterly, and annual basis is essential for the immediate survival of the firm 

Three fundamental objectives that managers consider for strategic direction 
· Short-term performance
· The need to drive immediate profit 
· Long-term growth and profitability 
· Demand for p/s will change and could even disappear over time 
· Search for new markets and opportunities to further grow the scope and focus of organizations
· Corporate social responsibility 
· Social and environmental responsibility 
· Consumers are demanding that businesses operate in a manner that shows social responsibility in regards to product development, resource consumption and operating processes  
· Green initiatives and environmental social codes/ groups are challenging business to position as good corporate citizens in order to retain customers 
· Highest ethical standards; managers are expected to place society, the org, and the org’s broader stakeholder community ahead of personal/shareholder gain 
· All three responsibilities must be considered equally 
· Too much emphasis on short-term profitability may result in long term challenges and fall short of social responsibilities
· Too much emphasis on future p/s may result in liquidity issues as short terms expenses are not covered  
· The same conditions apply to the not-for-profit sector 
· They need to create external capital funding commitments that enable reinvestment in the org to ensure it remains vibrant to community needs 
· NFPs are held to a high level of social responsibility since their core existence is based on meeting societal needs that re not responded to by the for-profits sector 

Visionary leadership 
· Involves inspiring your workforce to pursue a shared goal, beyond ordinary expectations 
· [image: ]A clear statement as to the direction the org is heading and creating a culture within the company that encourages and supports employees in a way that they become motivated to achieve the org’s vision because they identify with it 
· Visionary leaders understand the driving forces that influence market direction as well as the constraining forces that they must overcome 


  Visionary leaders excel in their ability to
1) Create a shared understanding among managers and employees of the org’s vision for the future  
2) Build support and critical mass among employees for the vison and the desire to obtain it
3) Respond to and effectively deal with opposition to the vison and strategy 
· Ensuring opposing viewpoints are heard, considered and responded to; embrace opposing views and make them part of the decision-making process 
4) Ensure that accountability for the various strategic objectives for the vision is gully communicated and embedded  
5) Free up resources required to complete the critical initiatives 
6) Make tough decisions when required 
· Intelligent momentum: the creation of “winning conditions” within the organization 
· Identify the nature of change, understand that vision enables strategy, which provides guidelines for the business model 
· Communicate the key metrics to measure the success an org pursues     

Management reflection – business decision making landscape 
· Developing and managing a business requires managers to 
· Create a vison of the opportunity in the marketplace 
· Confirm that the market size of the customers is large enough that the org can make a profit and sustain profitability for the planning cycle and beyond 
· Confirm that a market position is feasible 
· Confirm that the market situation will stay constant 
· Confirm the resource base and capability to execute strategy 
· Execute strategy in an efficient + effective manner 
· Strategy 
· The development of plans and decisions that will guide the direction of the firm and determine its long-term performance 
· Focuses on vison and opportunity in the marketplace, life expectancy of product , whether firm has competencies and resources to compete  
· Tactics 
· The immediate-term actions which a firm executes in order to meet the short-term objectives set forth in the current planning cycle 
· Actions that ensure that strategic objectives are successful 
 

Profit vs profitability 
· Profit is the “bottom line” result an org has realizes for an identified, immediate period of time.
· Total revenue – total expenses = profit 
· Profitability measures how a company is using its resources over a specific period of time to generate earnings relative to its competitors 
· Considers: return on capital invested, return on equity, financial leverage undertaken, level of pre-tax income, etc.   
· Earning high profit is not key
·  Profitability is measured, and if the return on sales and return on assets is high, the company would have a high profitability which would mean more people would invest in the company  
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