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Task 1

Problem Task

1. Define the meaning of task according to management? 

A manager's job consists of planning, organizing, directing, and controlling the resources of the organization. These resources include people, jobs or positions, technology, facilities and equipment, materials and supplies, information, and money. Managers work in an active environment and must expect and adjust to challenges.

2. Explain what management is?

Management is a group of managers in an organization whose job is to manage the organization by planning, organizing, leading and controlling.

3. Explain the main management functions?

There are four management functions:

1. Planning

It involves setting goals and strategies in order to reach the organizations goal in the future. There are 3 reasons for planning:

1. Establish an overall direction for the organisations future such as increase profit, expand market share.

2. Identify the organizations resources to achieving its goals.

3. Decide which tasks must be done to reach those goals.

2. Organizing

It is the process of creating a structure of relationship that will enable employees to carry out the managements plan and meet the organizations goal so that managers can better coordinate human, material and information resources.

3. Leading

It involves getting others to perform the tasks to achieve the organisations goal.

4. Controlling

It is the process by which a person, group or organization monitors performance and takes corrective action.

4. Explain what management levels there are?

There are 4 management levels:

1. First line managers

First-level managers are also called first-line managers or supervisors. These managers have job titles such as: Office manager, Shift supervisor, Department manager, Foreperson, Crew leader, Store manager.

First-line managers are responsible for the daily management of the employees who produce the product or offer the service. They are the managers that most employees interact with on a daily basis, and if the managers perform poorly, employees may also perform poorly, may lack motivation, or may leave the company.

2. Middle line managers

Middle-level managers, or middle managers, are those in the levels below top managers. Middle managers' job titles include: General manager, Plant manager, Regional manager, and Divisional manager.

Middle-level managers are responsible for carrying out the goals set by top management. They do so by setting goals for their departments and other business units. Middle managers can motivate and assist first-line managers to achieve business objectives. Middle managers may also communicate upward, by offering suggestions and feedback to top managers. Because middle managers are more involved in the day-to-day workings of a company, they may provide valuable information to top managers to help improve the organization's bottom line.

3. Top line managers

Top-level managers, or top managers, are also called senior management or executives. Top managers in most organizations have a great deal of managerial experience and have moved up through the ranks of management within the company or in another firm.

4. Small business managers

They are responsible for different types of tasks, such as in small companies one person often carries the whole load.

5. Define and explain management competency.

Competency comprises the specification of knowledge and skill and the application of that knowledge and skill to the standard of performance required in employment. 

Areas of personal capability that enable people to perform successfully in their jobs by completing task effectively. A competency can be knowledge, attitudes, skills, values, or personal values. Competency can be acquired through talent, experience, or training. 

There are six specific competencies:

1. Communication competency

The ability to transfer and exchange information between each other. Good communication may involve having, face to face communication, a written document, a speech to an audience which includes,

2. Informal and formal communication.

Informal communication:

Listing and creating a give and take conversation and building a strong relationship with people.

Formal communication:

Informs people of relevant events and keeps them up to date. Writing is clear and effective using a variety of computer resources.

3. Teamwork

Accomplishing tasks through small groups of people who are collectively responsible and whose work is interdependent requires teamwork competency. Managers in companies that utilize teams can become more effective by, designing teams properly, creating a supportive team environment and managing team dynamics appropriately.

4. Strategic action

Understanding the overall mission and values of the organization and ensuring that your actions and those of the people you manage are aligned with them involves strategic action competency. Strategic action competency includes, understanding the industry, understanding the organization and taking strategic actions.

5. Global awareness

Carrying out an organizations managerial work by drawing on human, financial, information and material resources from multiple countries and serving markets that span multiple cultures requires global awareness competency. The global awareness competency is reflected in, cultural knowledge and understanding and cultural openness and sensitivity.

6. Self management

Taking responsibility of your life and beyond. Self management competencies include, integrity and ethical conduct, personal drive and resilience, balancing work and life  demands and self awareness and development.

6. Explain what is a manager?

A manager is a person who plans, organizes, directs and controls the allocation of human, material, financial and information resources in pursuit of the organizations goals.

7. Explain what is the difference between functional and general manager?

Functional manager

The functional managers supervise employees having expertise in areas such as accounting, human resources, sales, finance and marketing. They have a great deal of experience.

General manager

General Manager has broad, overall responsibility for a business or organization. Whereas a manager may be responsible for one functional area, the General Manager is responsible for all areas. A General Manager has the power to hire, fire, or promote employees. A General Manager is often responsible for the overall strategic planning and direction of the company or organization and leaves the day-to-day management of the various functions to the managers.

8. Describe which changes in the world managers would be affected by nowadays? 

Four main changes:

1. Restructuring of the organization

Organisations are restructured by:

1. Downsizing

The process of reducing the size of a firm by laying off workers or refining workers.

2. Outsourcing

Letting the other organizations perform a need of service.

3. Changing technology

New technologies, especially computers are changing jobs in all types of industries.

4. Globalisation

The movement of a firm focusing primarily on a domestic market to one manufacturing and selling products worldwide.

Task 2

Study Task

1. Is culture learned? Explain why?

Culture is learned, not inherited. It is a collective phenomenon which is shared with people who live in the same environment where it can be learned. It drives from ones social environment not from one genes. Culture is the culmination of a people's mindset and environment, which reproduces itself into its palpable, visible forms around us. Culture is the system of shared beliefs, values, customs, behaviours, and artifacts that the members of society use to cope with their world and with one another, and that are transmitted from generation to generation through learning

2. What does the concept culture mean?

It is from the Latin source which refers to the soil. In most western languages culture means civilization or refinement of the mind.

It also means mental software, it shows the ordinary things in life such as greeting, eating, showing feelings etc.

3. How do cultures differ?

Cultures differ according to region, religion, generation and class. Regional, ethic and religious cultures can be described in the same terms as national cultures. Basically the same dimensions which were found to differentiate among national cultures apply to these differences within the countries.

4. What are the different layers of culture?

People are carrying different layers corresponding to different levels.

1. National levels: According to ones country or countries for people who migrate during their life time such as the culture itself of the country.

2. A regional, ethic, religious and linguistic levels.

3. A gender level: male or female.

4. A generation level: children, parents, grandparents.

5. A social class level: Associated with educational opportunities.

5. What are organisational cultures?

Organisational cultures are the excellence of an organization in the common ways by which its members have learned to think, feel and act. It is different from national culture.  

Organizational culture, or corporate culture, comprises the attitudes, experiences, beliefs and values of an organization. It has been defined as "the specific collection of values and norms that are shared by people and groups in an organization and that control the way they interact with each other and with stakeholders outside the organization. Organizational values are beliefs and ideas about what kinds of goals members of an organization should pursue and ideas about the appropriate kinds or standards of behavior organizational members should use to achieve these goals. From organizational values develop organizational norms, guidelines or expectations that prescribe appropriate kinds of behavior by employees in particular situations and control the behavior of organizational members towards one another.

6. How did Hofstede find the four cultural dimensions?

Hofstede made a study about the values of people over 50 countries who were working for the same company, but different branches among the world. He discovered that they have common problems but different solutions. 

1. The relationship between the individual and the group.

2. Concepts of masculinity and femininity: male or female.

3. Social inequality, including the relationship with authority.

4. Ways of dealing with uncertainty and expressing emotions. A dimension is an aspect of a culture that can be measured relative to other cultures.

Task 3

Problem Task

1. Explain what is power difference?

Power distance can be defined as the extent to which the less powerful members of the organization in a country expect and accept that power is distributed unequally.

Theory of how a society deals with the fact that people are unequal in physical and intellectual capabilities. High power distance cultures are found in countries that let inequalities grow over time into inequalities of power and wealth. Low power distance cultures are found in societies that try to play down such inequalities as much as possible.

There are two types of power distance:

1. Small power distance.

2. Large power distance.

2. Define uncertainty avoidness.

It is the extent to which members of a culture feel threatened by uncertain of unknown situation. 

Uncertainty avoidness is expressing a state of worriedness about what may happen.

There are two types of uncertainty avoidness?

High uncertainty avoidness: Avoid unknown situations.

Weak uncertainty avoidness: Do not avoid unknown situations.

3. What is individualism VS collectivism?

· Individualism: I mentality.

It belongs to societies in which the ties between individualism are loose. Everyone is expected to look after themselves.

For the individualism pole:

Personal time – Have a job which leaves you enough time for your personal family life.

Freedom – Have freedom in order to adopt your own approach to the job.

Challenge – Have challenging work in which you can achieve a personal sense of accomplishment.

· Collectivism: We, Group.

It belongs to societies in which people from birth are integrated into a strong unit together, which throughout people’s lifetime continue to protect them in exchange for certain loyalty.

For the collectivist’s pole:

Training – Having training opportunities to improve your skills or learn new skills.

Physical conditions – Having good physical working conditions.

Use of skills – Use of all of your skills and abilities on the job.

In large power distance countries, people are supposed to be collectivists.

In small power distance countries, people are supposed to be individualists.

4. What is the difference between masculinity VS feminity?

Masculinity: Man

It belongs to societies in which men are supposed to be assertive, competitive and tough.

For the masculine pole:

Earning – Have an opportunity for a high earning.

Recognition – Get the recognition you deserve when you do a good job.

Advancement – Have an opportunity for advancement to higher level jobs.

Challenge – Have challenging work to do from which you can get a personnel sense of accomplishment.

Feminity: Woman

It belongs to societies in which woman are supposed to be the modest tender conceding with the quality of life.

For the feminine pole:

Manager – Have a good relationship with your direct superior.

Cooperation – Work with people who cooperate well with each other.

Living area – Live in an area that suits you and your family.

Employment security – Have the security that you will be able to work for your company as long as you want to.     

Task 4

Problem Task

Part A:

1. Explain the four different organization models.

The pyramid of people:

The general manager is at the top of the pyramid and each successive level has its proper balance. Large power distance, strong uncertainty avoidness.

It is present in countries with large power distance and strong uncertainty avoidance. People advocate measures to concentrate the authority and structure the activities.

The well oiled machine:

It is the model which management intervention is limited to exceptional cases because the rules should settle all daily problems. This model comes from countries that have a strong uncertainty avoidance but with small power distance. So people want to structure the activities without concentrating the authority. So it needs more structure.

The village market:

It is the complete model of an organization where there is no hierarchy and rules, but the demands of the situation determine what will happen.

This model comes from countries with small power distance and weak uncertainty. People advocate concentrating authority. They resolve problems.

Fourth model:

This model was not identified in European studies. This model of an organization is called family in which the owner manager is the omnipotent, having limited power. It corresponds to large power distance and weak uncertainty avoidance. People resolve conflicts.

2. How do the different organization models clash?

The models of the organization vary in countries. E.g. in what ever country, banks will function more like pyramids, post offices like machines, advertising like markets, and orchestras like families.

Potential victims of such pitfalls (unexpected dangers)

Individual tourist, migrant trying to find his way in a foreign country.

A business company trying to establish trade relationship abroad.

A company involved in a merger with a partner from another country.

Part B:

1. Define and explain Confucianism?

The system of ethics, education, and statesmanship taught by Confucius and his disciples, stressing love for humanity, ancestor worship, reverence for parents, and harmony in thought and conduct.

Confucianism is a religious and philosophical system which has been developed from the writings attributed to the Chinese philosopher Confucius. Confucianism focuses mostly upon the relationships between individuals, between individuals and their families, and finally between individuals and general society. 

2. What are the cultural biases in researchers mind?

Cultural bias is when someone is biased due to their culture. The alleged problem of cultural bias is sometimes said to be central to social and human sciences, such as economics, psychology, anthropology and sociology. To counter perceived cultural bias, some practitioners of the fields have attempted to develop methods and theories to compensate for cultural bias. Some people claim cultural bias is a significant force in the natural sciences.
Task 5

Problem Task

1. Define and explain culture shock and acculturation?

Culture shock is a state of distress following the transfer of a person to an unfamiliar cultural environment. It may be accompanied by physical symptoms which the foreigner usually experiences.

Culture shock is a term used to describe the anxiety and feelings of surprise, confusion, etc. felt when people have to operate within an entirely different cultural or social environment, such as a foreign country. 

There are 4 phases:

1. Euphoria (The honeymoon phase):

The excitement of traveling and seeing new places. 

2. Culture shock (The negotiation phase):

 After a few days, weeks, or months, minor differences between the old and new culture are resolved.

3. Acculturation (The ok phase):

After a few days, weeks, or months, the person get used to the new culture's differences and develops routines.

4. Stable (Reverse culture shock):

After getting used to a new culture one can produce the same effects as described above, which may or may not last longer than or as long as the initial shock.
 2. Define and explain xenophobia and ethnocentrism.

Xenophobia:

Being scared and feeling that the foreign thing or person are dangerous such as a fear of traveling outside. 

Ethnocentrism:

Applying the standards of ones own society to people outside that society. 

3. How can managers cope with cultural differences and culture shock?

A manger has to deal with the subordinates based on their cultural ground.

Culturally a manager is the follower of his or her followers; they have to meet the subordinates on the subordinate’s cultural background. When there managers are sent abroad, their organizations offer more and more opportunities for some cross cultural training or briefing. 

4. What do intercultural encounters in international businesses look like?

There are 5 methods of international expansion and they can be distinguished by:

1. The Greenfield start is the corporations setup, a foreign subsidiary from scratch, usually sending over one expatriate or a small team, who hire locals and gradually build up a local business.

2. The foreign takeover is the exact opposite of Greenfield start: a local company is purchased wholesale by a foreign buyer.

3. The international merger resembles the foreign takeover, now the partners are roughly equal size of importance.

4. The foreign joint venture is creating a new business by pooling resources from two or more founding parties.

5. The partial cooperation with a foreign partner represents the most practical way of going international.

Task 6

Study Task

1. Explain the importance of the service sector in developed economies.

The service sector consists of commercial services & non commercial services, such as the hospitality industry, health care, education leisure…..

The different types of services can be divided globally as follows:

1. Wholesale and retail trade, restaurants and hotels.

2. Transport, storage and communication such as rail, truck, air, telephone…..

3. Finance, insurance, real estate and business services such as banking, social and life insurance, accounting, engineering…..

4. Community, social and personal services such as education, health care recreation and tourism, culture, laundries and cleaners…..

5. Producers of government services such as defense, transportation, health and education services…..

6. Other producers such as non profit institutions, religious organizations…..

There are nine causes of growth that can be specified for the shift from the product sector to the services sector, which are:

1. The production of goods to low wage countries supported by high level of automation, cheap transportation options and advances in communication technology.

2. Companies that have operated in the service sector have added service activities to their variety of products such as after sales services and TV programs.

3. Increased success and the attention to improve labour conditions by short working time, leading to more free time.

4. Professional and organizations that are not promoted in the market such as layers, accountants etc, they are creating more customer awareness because laws are not strictly follow. They are offering extensive packages of services through teamwork with other groups.

5. Deregulation (The removal of government controls from an industry or sector, to allow for a free and efficient marketplace.) by the government has opened new markets such as private government businesses, such as telecom companies and airlines. Due to globalisation and lowering of economy borders, these companies are able to expand and increase their spheres. 

6. New markets have started on the source of old ideas.

7. Companies from the product sector are starting to make use of the information within the company alongside their original range of products, such as automation, administration and quality systems.

8. Markets for new businesses have been created by information and communication technology such as companies that build and maintain internet sites, suppliers of cable TV and call centers.

9. Companies are increasingly choosing to outsource activities that are not part of their main business such as the increasing growth in renting companies, call centers and housekeeping companies.

3. Indicate success factors in service and explain the connection between service success and ethical behaviour.

There are eight drivers of success which are:

1. Value driven leadership, the main values can be seen as the soul of the company that inspire the strategy and daily operations. The leader keeps the soul of service alive in the company.

2. Strategic focus, focusing on the strategy and goals of the company.

3. Executional excellence, a strategy can be excellent, but if it does not ever be implemented, its objectives are not achieved. The problem that can occur for a company is to promise customers specific items and them not being able to carry them out. There is also a risk of having competitors stealing your ideas, since copying and idea is easy. Companies that are known for there trust and creativity will attract people that are searching for a job.

4. Control of destiny, make sure the company is on course and do not get easily distracted by taking a lot of activities that are not part of the main strategy.

5. Trust based relationships, customers should trust the company, which will help it in order to achieve its goal effectively in a good way.

6. Investments in employee success, this involves knowledge and skills, also attitude and behaviour. The quality of success is the key for a successful future.

7. Acting small, the worse thing that can happen to a customer that needs service is being sent from one person to another. This gives the customer the feeling that they have been neglected. The standard of acting small also applies for the organization of the company. It is important for employees to feel at ease at work in a motivated and trusted environment. Information technology has made it possible to deliver even more specific personal attention.

8. Generosity, companies that sell performance must win the hearts of the performers in order to win the hearts of their customers. For example one restaurant serves a small plate of meat to a customer and the other serves a large piece of meat to the customer.  

Task 7

Problem Task

1. Explain marketing and how it is related to the product and service sector.

Marketing represents the mentality of an organization that wants to receive the customer in the best way possible.

Marketing is a technique (analysis, planning, execution and control of carefully designed programs), that an organization can use to achieve its goals.

Goals for profit and non profit organizations:

· The achievement of enough financial means.

· The conversion of these into products and or services.

· Informing chosen target groups about the products and or services and how they can be got.

· Passing on the products and services to the customer groups in a professional manner, using the correct people at the correct place at the correct time.

 Marketing focuses on the 7p’s 

· Product - An object or a service that is mass produced or manufactured on a large scale with a specific volume of units. A typical example of a mass produced service is the hotel industry. A less obvious but ubiquitous mass produced service is a computer operating system. Typical examples of a mass produced objects are the motor car and the disposable razor. 

· Price – The price is the amount a customer pays for a product. It is determined by a number of factors including market share, competition, material costs, product identity and the customer's perceived value of the product. The business may increase or decrease the price of product if other stores have the same product. 

· Place – Place represents the location where a product can be purchased. It is often referred to as the distribution channel. It can include any physical store as well as virtual stores on the Internet. 

· Promotion – Promotion represents all of the communications that a marketer may use in the marketplace. Promotion has four distinct elements - advertising, public relations, word of mouth and point of sale. A certain amount of crossover occurs when promotion uses the four principle elements together, which is common in film promotion. Advertising covers any communication that is paid for, from television and cinema commercials, radio and Internet adverts through print media and billboards. One of the most notable means of promotion today is the Promotional Product, as in useful items distributed to targeted audiences with no obligation attached. This category has grown each year for the past decade while most other forms have suffered. It is the only form of advertising that targets all five senses and has the recipient thanking the giver. Public relations are where the communication is not directly paid for and includes press releases, sponsorship deals, exhibitions, conferences, seminars or trade fairs and events. Word of mouth is any apparently informal communication about the product by ordinary individuals, satisfied customers or people specifically engaged to create word of mouth momentum. Sales staff often plays an important role in word of mouth and Public Relations. 

The additional p’s of marketing:

· People – All the people that are directly or indirectly involved in the consumption of a service, such as knowledge workers, employees, management and consumers often add significant value to the total product or service offered.

· Process – Procedure mechanisms and flow of activities by which services are consumed (consumer management process) are an essential element of the marketing strategy.

· Physical evidence – The ability and the environment in which the service is delivered. Both tangible goods that help to communicate and perform the service, and the tangible experience of existing customers and the ability of the business to relay that customer satisfaction to potential customers. 

2. Explain the differences between the product and service sector.

Product sector:

1. Use offensive marketing. ( big market, more customers)

2. Consumer judges the physical products.

3. Products developed without emotions.

4. No interaction between the product and customer.

5. Communicate externally through the use of publicity and marketing.

Service sector:

1. Uses defensive marketing.

2. Product consists of many components.

3. It is surrounded by emotions.

4. Big interaction between pros (positive) and cons (negative)
5. Communication using public relations and consumer education.

3. What are the special characteristics of the services sectors?

1. Intangibility of the service. The customer buys a service that a service provider will provide later, or a service where the quality, the consumer cannot judge until later. E.g. Health care in general, when selecting hospital care, with whom no previous relationship exists.

2. Inseparability. The consumer has to make active contribution to enable the service provider to deliver a successful end product. There will be no service without customers. E.g. Health care.

3. Variability. There is direct contact between the producer, service provider and the consumer. The quality and design of the service are determined by the service provider.

4. Perishability. The quality and content of the service vary of time. The service provided may be different after because at a specific time period services are time dependent.
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Task 9

Problem Task

1. Explain and define the differences between morals and values.

Moral:

Morality (from the Latin moralitaser manner, character, proper behavior) has three principal meanings.

In its first descriptive usage, morality means a code of conduct held to be authoritative in matters of right and wrong, whether by society, philosophy, religion, or individual conscience.

In its second, normative and universal, sense, morality refers to an ideal code of conduct, one which would be espoused in preference to alternatives by all rational people, under specified conditions. To deny 'morality' in this sense is a position known as moral skepticism. 

In its third usage morality is synonymous with ethics, the systematic philosophical study of the moral domain. 

Value:

A value is an ambiguous concept that governs human behaviour. A set of values may be placed into the notion of a value system. Values are considered subjective and vary across people and cultures. Types of values include ethical/moral values, doctrinal/ideological (political, religious) values, social values, and aesthetic values. It is debated whether some values are innate.

Personal and cultural values:

Personal values
Personal values evolve from circumstances with the external world and can change over time. Integrity in the application of values refers to its continuity; persons have integrity if they apply their values appropriately regardless of arguments or negative reinforcement from others. Values are applied appropriately when they are applied in the right area. For example, it would be appropriate to apply religious values in times of happiness as well as in times of despair.

Personal values are implicitly related to choice; they guide decisions by allowing for an individual's choices to be compared to each choice's associated values.

Personal values developed early in life may be resistant to change. They may be derived from those of particular groups or systems, such as culture, religion, and political party. However, personal values are not universal; one's family, nation, generation and historical environment help determine one's personal values. This is not to say that the value concepts themselves are not universal, merely that each individual possess a unique conception of them i.e. a personal knowledge of the appropriate values for their own genes, feelings and experience.

Cultural values
Groups, societies, or cultures have values that are largely shared by their members. The values identify those objects, conditions or characteristics that members of the society consider important; that is, valuable. In the United States, for example, values might include material comfort, wealth, competition, individualism or religiosity. The values of a society can often be identified by noting which people receive honor or respect. 

Values are related to the norms of a culture, but they are more general and abstract than norms. Norms are rules for behavior in specific situations, while values identify what should be judged as good or bad. Flying the national flag on a holiday is a norm, but it reflects the value of patriotism. Wearing dark clothing and appearing solemn are normative behaviors at a funeral. They reflect the values of respect and support of friends and family.

Members take part in a culture even if each member's personal values do not entirely agree with some of the normative values sanctioned in the culture. This reflects an individual's ability to synthesize and extract aspects valuable to them from the multiple subcultures they belong to.

If a group member expresses a value that is in serious conflict with the group's norms, the group's authority may carry out various ways of encouraging conformity or stigmatizing the non-conforming behavior of its members. For example, imprisonment can result from conflict with social norms that have been established as law.

2. Explain the difference between responsibility and social responsiveness.

Social responsiveness:

Social responsibility is an ethical or ideological theory that an entity whether it is a government, corporation, organization or individual has a responsibility to society. This responsibility can be negative, in that it is a responsibility to refrain from acting (resistance stance) or it can be positive, meaning there is a responsibility to act (proactive stance). While primarily associated with business and governmental practices, activist groups and local communities can also be associated with social responsibility, not only business or governmental entities.

There is a large inequality in the means and roles of different entities to fulfill their claimed responsibility. This would imply the different entities have different responsibilities, in so much as states should ensure the civil rights of their citizens, that corporations should respect and encourage the human rights of their employees and that citizens should abide with written laws. 

Social responsibility is voluntary; it is about going above and beyond what is called for by the law (legal responsibility). It involves an idea that it is better to be proactive toward a problem rather than reactive to a problem. Social responsibility means eliminating corrupt, irresponsible or unethical behavior that might bring harm to the community, its people, or the environment before the behavior happens.

Responsibility:

A particular burden of obligation upon one who is responsible: the responsibilities of authority. A basic given in life is that we all have the ability to personally respond - response-ability. Because at the end of the day, the truth is this - only you can move you, only you can feel you, only you can live you and only you can change you. Only you can define responsibility for yourself. It’s when you lose sight of this basic, elementary fact that you feel the most lost and hopeless in the struggle for personal responsibility.

3. Explain the models of ethic behaviour and describe its functions.

1. Utilitarian model

People guided by the utilitarian approach focus on behaviours and their results, not on motives for such actions. A manager or employee guided by this approach considers the potential effects of alternative actions from the perspective of the accepeted social contract.

Achieving Organizational goals.

The utilitarian approach asserts that businesses operating in a competitive market system can achieve the greatest good for the greatest number by maximizing profits. According to this, a company that achieves high profits can offer the highest quality products at the lowest prices for consumers. Profits are seen as the reward for satisfying consumers. If profits get too high, new competitors will enter the market, thereby increasing the supply of high quality goods and pushing prices down.

The Utilitarian focus on company profits drives some companies to assess how all activities, even charity contributions, are related to business performance.

Efficiency

Managers and employees alike should try to attain organizational goals as efficiently as possible. Efficiency is achieved by minimizing inputs such as labour, land and capital and maximizing outputs. If technologies are available that allow an organization to produce goods or deliver services at a lower cost, it should use them.

Conflicts of interest

Managers and employees should not have personal interests that conflict with the organizations achievement of its goals.

2. Moral rights model

The moral rights approach holds that decisions should be constant with fundamental rights and privileges such as life, freedom, health and privacy.

Life and safety

Like the quality of water, the quality of housing that people can afford affects their overall quality of life. Wages and housing costs in turn limit what people can afford. A moral rights perspective would suggest that thriving corporations should distribute their wealth more evenly to ensure that all employees involved in their business can afford decent housing.

Truthfulness

Employees, customers, shareholders and the general public have the right not to be intentionally deceived on matters about which they should be informed.

Privacy

The moral right of citizens to control access to personal information about themselves and its use by government agencies, employers and others was the basis for the U.S. privacy act of 1974. the act restricts the use of certain types of information by the federal government and limits those to whom this information can be released.

3. Justice model

The justice approach involves evaluating decisions and behaviour with regard to how equably they distribute benefits and cost among individuals and groups. To ensure just decisions and behaviour, the proponents of this approach argue that three principles should be followed when designing management systems and making organizational decisions: 

1. The distributive justice principle

This morally requires that individuals not be treated differently on the basis of defined characteristics. It holds that individuals who are similar in relevant respects should be treated similarly and individuals who differ in relevant respects should be treated differently in proportion to the differences between them.

2. Fairness principle

This morally requires employees to support the rules of the organization so long as the organization is just or fair and employees have voluntarily accepted some benefits or opportunities in order to further their own interests. Employees are then expected to follow the organizations rules even though those rules might restrict their individual choices. 

3. Natural duty principle

This morally requires that decisions and behaviour be based on universal principles associated with being a responsible member of society. 

Four universal duties are:

1. To help other who are in need or provide help that can be given without excessive personal risk or loss.

2. Not to harm or injure another.

3. Not to cause unnecessary suffering.

4. To support and comply with just institutions.

4. Explain what ethics and ethics in businesses are?

Ethics is a major branch of philosophy, encompasses right conduct and good life. It is significantly broader than the common conception of analyzing right and wrong. A central aspect of ethics is the good life, the life worth living or life that is satisfying, which is held by many philosophers to be more important than moral conduct.

Managing ethical behaviour is a one of the most pervasive and complex problems facing business organizations today. Employee’s decisions to behave ethically or unethically are influenced by a myriad of individual and situational factors. Background, personality, decision history, managerial philosophy, and reinforcement are but a few of the factors which have been identified by researchers as determinants of employee’s behaviour when faced with ethical dilemmas. The literature related to ethical behaviour is reviewed in this article, and a model for understanding ethical behaviour in business organizations is proposed. It is concluded that managing ethics in business organizations requires that managers engage in a concentrated effort which involves espousing ethics, behaving ethically, developing screening mechanisms, providing ethical training, creating ethics units and reinforcing ethical behaviour.

5. Explain the dilemma for companies in business and business ethics.

Business ethics can be defined as written and unwritten codes of principles and values that govern decisions and actions within a company. In the business world, the organization’s culture sets standards for determining the difference between good and bad decision making and behavior. 

Business ethics is knowing the difference between right and wrong and choosing to do what is right. The business ethics can be used to describe the actions of individuals within an organization, as well as the organization as a whole.

6. Explain the strategies of moral development of Kohlberg

 At stage 1 children think of what is right as that which authority says is right. Doing the right thing is obeying authority and avoiding punishment. At stage 2, children are no longer so impressed by any single authority; they see that there are different sides to any issue. Since everything is relative, one is free to pursue one's own interests, although it is often useful to make deals and exchange favors with others.

At stages 3 and 4, young people think as members of the conventional society with its values, norms, and expectations. At stage 3, they emphasize being a good person, which basically means having helpful motives toward people close to one At stage 4, the concern shifts toward obeying laws to maintain society as a whole.

At stages 5 and 6 people are less concerned with maintaining society for it own sake, and more concerned with the principles and values that make for a good society. At stage 5 they emphasize basic rights and the democratic processes that give everyone a say, and at stage 6 they define the principles by which agreement will be most just

Task 10 

Problem Task

1. Define venture.

A venture is a business enterprise or speculation in which something is risked in the hope of profit; a commercial or other speculation.

2. Define and explain shareholders and stakeholders.

Shareholder

One who owns shares of stock in a corporation or mutual fund. For corporations, along with the ownership comes a right to declared dividends and the right to vote on certain company matters, including the board of directors. also called stockholder.

Stakeholder

A stakeholder is any organisation or individual that has a direct interest in actions or decisions. Their interest may be because they will have a role in implementing the decisions, or because they will be affected by the decision.

3. Explain how the stakeholder approach can be used to guide ethical decision making and action.

Customers – Many organizations improve the quality and service of products to address the concerns of customers.

Employees – They have reflected changes in the structure of organization.

Society and environment – Conducting business in a way that protects the natural environment while making economic progress referred to as sustainable development.

Owner and shareholders – For many organizations such as public schools, non profit foundations, the concern of owners are those of society. But for private companies, the concern of owners is that shareholders are quite different. Most shareholders invest in companies for financial reasons.

4. Explain the cooperate social performance and how it can be evaluated.

Affirmative social responsibility – It is the most difficult, complex and expensive concept for organizations to address.

It involves five categories: 

1. Broad performance criteria: Management and employees must consider and accept broader criteria for measuring the organizations performance.

2. Ethical norms: Manager and employees must take definite stands and issues of public concern. 

3. Operating strategy: Managers and employees should improve the standards of physical and social environment. They must evaluate negative effects of the organizations plan on stakeholders and try to eliminate these negative effects.

4. Response to social pressure: Managers and employees should accept responsibilities for solving current problems and they have to discuss activities outside the group.

5. Legislative and political activities: Managers should work with outside stakeholders to protect environmental laws. They must promote honesty in the government. 

Social audit: It is an attempt to identify measure and evaluate the effects that the organization is having on its stakeholder and society.

5. Recognize when whistle blowing may be an effective way to stop wrong doing.

The objective of whistle blowing is to stop illegal or unethical wrong doing. A whistle blower is effective when he or she has credibility (can be believed), power and support in the organization.

Task 11

Problem Task

1. Define and explain the political model and power and how does the political model work.

The political model represents the decision making process, self interests and goals of powerful external and external stakeholders.

Power is the ability to influence or control individual, team, departmental or organizational decisions and goals.

To have power is to control the:

1. Definition of problem

2. Choice of goals

3. Consideration of alternative solutions

4. Selection of the alternative to implemented and ultimately

5. Actions and success of the organization

Political processes are most likely to be used when decisions involve powerful stakeholder’s decision makers disagree over choice of goals and analysis fail to search for alternative solution.

Scapegoating is the casting of blame for problems or shortcomings on an innocent or only partially responsible individual team or department.

By implicitation, the other people who might be responsible for the problem are considered to be free from blame. Individuals or organizational units may use Scapegoating to preserve a position of power or maintain a positive image.

2. Define and explain the rational model and the seven steps.

The rational model prescribes a set of phases that individuals or teams should follow to increase the chance that their decisions will be logical and optimal.

A rational decision results in the maximum achievement of a goal within the limitations of the situation. The rational model usually focuses on means, how best to achieve one or more goals. Moreover, this process may be used to assist in identifying, evaluating and selecting goals to be pursued.

The rational model of decision making as a seven step process defines and diagnoses the problem and moves through successive stages to follow up and controlling. When making routine decisions, individuals can follow these steps easily.

The seven steps of the rational model of decision making:

1. Define and diagnose the problem.

Problem definition and diagnosis involves three skills that are part of a managers planning and administration competency: noticing, interpreting and incorporating. Noticing involves identifying and monitoring numerous external and internal environmental factors and deciding which ones are contributing to problem(s). Interpreting requires assessing the factors noticed and determining which are the causes of the real problem(s). Incorporating calls for relating those interpretations to the current or desired goals of an individual department or the organization as a whole. Interpreting and incorporating are done haphazardly or incorrectly, the individual or team responsible for making the decision ultimately is likely to select a poor solution.

A basic problem of effective problem definition and diagnosis is asking probing questions. Consider the meaning of the word question.

A question is an invitation to creativity.

A question is an unsettled and unsettling issue.

A question is the beginning on an adventure.

A question is a disguised answer.

A question pokes and prods that which has not yet been poked and prodded.

A question is a point of departure.

A question has no end and no beginning.

2. Set goals.

Goals are results to be attained and indicate the direction toward which decisions and actions should be aimed. General goals provide broad direction for decision making in qualitative terms.

3. Search for alternative solutions.

Individuals or teams must look for alternative ways to achieve a goal. This might involve seeking additional information, thinking creatively, consulting experts, undertaking research and taking similar actions.

4. Compare and evaluate alternative solutions.

After individuals or teams have identified solutions, they must compare and evaluate these alternatives.

5. Choosing among alternative solutions.

Decision making is sometimes viewed as having made a final choice. Selecting a solution is only one step in the rational decision making process. Although choosing among alternative solutions might appear to be simple, it may be difficult when the problem is complex and ambiguous and involves high degrees of risk or uncertainty.

6. Implement the solution selected.

A well chosen solution isn’t always successful. A technically correct decision has to be accepted and supported by those responsible for implementing if the decision is to be acted on effectively. If the selected solution can’t be implemented, another one would be considered.

7. Follow up and control.

Individuals or teams must control implementation activities and follow up by evaluating results. If implementation isn’t producing satisfactory results, corrective action will be needed to redefine the problem or review the original goal.

3. Define the bounded rationality model and define satisfice and explain the bounded rationality model.

The bounded rationality model represents tendencies:

1. To select less than the best goal or alternative solution i.e. to satisfice.

2. To engage in limited search for alternative solutions.

3. To have inadequate information and control over external and internal environmental forces influencing the outcomes of decisions.

Satisficing is the practice of selecting an acceptable goal or alternative solution rather than searching extensively for the best goal or solution. An acceptable goal might be easier to identify and achieve, less controversial or safe than the best available goal.

There are three part of the bounded rational model:

1. Limited search

Individuals usually do not make an exhaustive search for possible goals or alternative solutions to a problem. They tend to consider options until they find one that seems adequate, such as when trying to choose the best job, college seniors can’t evaluate every available job in their fields. In applying the bounded rationality model, students would stop searching for alternatives as soon as they hit on an acceptable one.

2. Limited information

Bounded rationality also suggests that people frequently have inadequate information about the precise nature of the problems facing them, range of feasible alternatives and consequences of each alternative. These conditions create a condition of ignorance, the lack of relevant information or the incorrect interpretation of the information that is available.

3. Limited information

· The available bias refers

Easy recall of specific instances of an event that may lead individuals to overestimate how frequently the event occurs. People who have recently seen a serious automobile accident often overestimate the frequency of such accidents.

· The selective perception bias 

The concept that people often expect to see what they do see. People tend to seek information consistent with their own views and downplay conflicting information. 

· The concrete information bias

The recollection of a vivid, direct experience usually prevailing over abstract information. A single personal experience may out weigh statistical evidence. An initial bad experience on the job may lead an employee to conclude that most managers can’t be trusted and are simply out to exploit their subordinates.

· The law of small numbers bias

The tendency to view a few incidents or cases as representative of a larger population i.e., a few cases prove the rule even when they aren’t. 

· The gamblers fallacy bias

The people seeing an unexpected number of similar events that lead them to the conviction that an event not seen will occur.  

Task 12

Problem Task

1. Define and explain forecasting.

Forecasting involves projecting or estimating future events or conditions in an organizations environment. It is concerned with external events beyond the organizations control that is important for its survival.

2. Why should managers use forecasting for their organization?

Forecasting has a method called the Delphi technique, it is based on a census of a group of experts.

It involves three phases:

1. Questionnaire.

It is sent to a group of experts. It requests numerical estimates of specific technological possibilities.

2. A summary of the first phase is prepared.

It is sent to those who complete the first questionnaire. They are asked to revise their earlier estimates.

3. A summary on the second phase is prepared.

It asks employees who they support, this emerging agreement and the explanations that go along with it.

Simulation is a representation of a real system, it is used to forecast the effects of environmental changes and internal managing decisions of an organization.

The main goal of simulation is to reproduce reality without experiencing it. It answers what if questions.

It involves:

1. Tango simulation.

Dramatizing the challenges of managing knowledge.

2. Virtual reality.

It is a replacement environment created by communication and computer systems.

Scenarios are a written description of a possible future. They help identify alternative paths to challenge features of the environment. 

There are three main categories:

1. The company’s worst nightmare.

2. A fundamentally different but better world.

3. More of the same but better.

The three scenarios to help top management:

1. Understand the industry and quickly recognize when changes in the industry create significant threats and opportunities.

2. Analyze general trends in the industry and their implications for the future.

4. Understand the strengths and limitations of various business strategies.

3. Explain the cause and effect diagram and how it should be used.

The cause and effect diagram helps member categorize and evaluate all possible causes on effect which is expressed as a problem.

There are four steps:

1. The team needs to agree on the main problem.

2. The team identifies all general factors of categories contributing to the problem.

3. The team formulates causes for the cause of the problem through brainstorming.

4. The team members agree the top 3 – 5 roots, causes of the problem.

4. Explain Osborn’s creativity model and how it should be used.

Osborn’s creativity model is a three stage decision making that involves fact finding, idea finding and solution finding.

Creativity is the ability to visualize, generate and implement new ideas.

Fact finding phase:

It involves defining the issue or problem and gathering information. (Discover where the real problem is.)

Identifying phase:

It starts by generating ideas. Then the most likely of these ideas are modified, combined and added. (Find the solution for the problem.)

Solution finding phase:

It involves generating and evaluating possible course of action. (Finding the best solution.)

Task 13

Study Task

1. What is quality according to Hellriegel and Slocum?

Quality is the extent to which a good or service meets or exceeds customers expectations. Customers often apply the value definition of quality when making purchase decisions.

There are three planning decision aids that focus specifically on enhancing total quality:

1. Benchmarking:

 A process used in management and particularly strategic management, in which organizations evaluate various aspects of their processes in relation to best practice, usually within their own sector. This then allows organizations to develop plans on how to adopt such best practice, usually with the aim of increasing some aspect of performance. Benchmarking may be a one-off event, but is often treated as a continuous process in which organizations continually seek to challenge their practices.

2. Describe the purpose and purpose of benchmarking.

Benchmarking is the continuous process of comparing an organizations strategies, products, processes with those of the best class organizations in order to gain information and help them to improve.

The purpose of benchmarking:

It help employees learn how organizations achieve excellence and then set out to reach or exceed them.

The benchmarking process includes seven stages:

1. Define the domain (decide what to improve):

This includes a careful study of the organizations own products and processes that are to be compared to benchmarking products and processes. Functions such as finance marketing, transportation, and accounting are benchmarked.

2. Identify the best performer:

Decide the problem of customer satisfaction and then decide where the best (organization) in improving customers satisfaction.

3. Collect and analyze data to identify gaps:

Collect information and data about the best performers to compare yourself to other organizations which are called best in class. So the data collected needs to focus on specific method, not only the results stated. The sources of information for learning about best in class organization include suppliers, customers, distributors, newspaper and internet sites. 

3. What does the deming cycle entails and how does it work?

2. Deming cycle:

The Deming cycle is a quality improvement model consisting of a logical sequence of four steps:

1. Plan – Plan ahead for change. Analyse and predict the results.

To improve your operations first by finding out what things are going wrong (that is identify the problems faced), and come up with ideas for solving these problems.

2. Do – Carry out the plan, taking small steps in controlled circumstances.

Do changes designed to solve the problems on a small or experimental scale first. This minimises disruption to routine activity while testing whether the changes will work or not.

3. Study – Check and study the results.

Check whether the small scale or experimental changes are achieving the desired result or not. Also, continuously check nominated key activities (regardless of any experimentation going on) to ensure that you know what the quality of the output is at all times to identify any new problems when they crop up.

4. Act – Take action to standardize or improve the process.

Act to implement changes on a larger scale if the experiment is successful. This means making the changes a routine part of your activity. Also Act to involve other persons (other departments, suppliers, or customers) affected by the changes and whose cooperation you need to implement them on a larger scale, or those who may simply benefit from what you have learned (you may, of course, already have involved these people in the Do or trial stage).

4. Setting improvement goals:

Start to look now, you should setup improvement goals.

5. Develop and implement a plan to close gaps.

6. Evaluate results all the time.

7. Repeat evaluation and repeat process.

4. How to perform a petro analysis.

Pareto analysis is a statistical technique in decision making that is used for selection of a limited number of tasks that produce significant overall effect. 

Pareto analysis is a formal technique useful where many possible courses of action are competing for your attention. In essence, the problem-solver estimates the benefit delivered by each action, then selects a number of the most effective actions that deliver a total benefit reasonably close to the maximal possible one.

5. What is project management according to Hellriegel and Slocum?

Project management consists of the principles, methods and techniques used to establish and implement a project and achieve its goal.

6. What is the meaning of the abbreviation PERT and what is it used for?

Program Evaluation and Review Technique (PERT) 

A project management technique for determining how much time a project needs before it is completed. Each activity is assigned a best, worst, and most probable completion time estimate. These estimates are used to determine the average completion time. The average times are used to figure the critical path and the standard deviation of completion times for the entire project.

7. What is critical path and how is it used in the process of project management?

Critical path is the path with the longest elapsed passing time which determines the length of the project. To shorten the time for the project completion, the project team must give the most attention along the critical path. So a delay in any other path that would lengthen the time of the critical path would delay the competition of date.

8. How is network connected to critical path?

The network is the bias of the PERT approach. To build one, the project team must identify project activities, determine their sequence, decide who will be responsible for each activity and calculate the amount of time needed to accomplish each activity. 

Task 14

Problem Task

1. What is communication?

Communication is the transfer and exchange of information and understanding from one person to another through meaningful symbols. It is a process of sending, receiving and sharing ideas, attitudes, values, opinions and facts. 

Communication requires both a sender, who begins the process and a receiver who completes the communication link. When the receiver provides feedback that the message was received as intended, the communication cycle is complete.

In organizations, managers use the communication process to carry out four functions 

(Planning, organizing, leading and controlling). Because they must have access to relevant information in order to make sound decisions, effective managers build networks of contacts who facilitate information gathering, interpretation and broadcasting. These contacts help managers become the nerve center of their organizations. Managers scan the environment for changes that could affect the organization and share this information with others. Once made, decisions are quickly disseminated to those who will help carry them out.

Poor communication can be a particular problem during downsizing, when managers and employees stress levels are high. 

Managers spend a large part of their working day communicating with superiors, peers, customers and others, writing memos, letters and reports and talking with others on the phone.

2. Explain the main elements of the communication process.

The communication process involves six elements:

1. Sender:

The source of information and the initiator of the communication process. The sender tries to choose the type of message and the channel that will be most effective. The sender then encodes the message.

Encoding translates thoughts or feelings into a medium written, visual or spoken that conveys the meaning intended. 

There are five principles of communication in order to increase encoding accuracy to the form of communication you’re using:

1. Relevancy

Make the message meaningful and significant, carefully select the words, symbols or gestures to be used.

2. Simplicity

Put the message in the simplest possible terms, reducing the number of words, symbols or gestures to be used.

3. Organization 

Arrange the message as a series of points to facilitate understanding. Complete each point in a message before proceeding to the next.

4. Repetition

Restate key points of the message at least twice. Repetition is particularly important in spoken communication because words may not be clearly heard or fully understood the first time.

5. Focus.

Focus on the essential aspects, or key points of the message. Make the message clear and avoid unnecessary detail. In spoken communication, emphasize significant points by changing your tone of voice, pausing, gesturing or using appropriate facial expressions. In written communication, underline or italicize key sentences, phrases or words.

2. Receiver (Decoder)

The receiver is the person who receives and decodes the sender’s message. Decoding translates messages into a form that has a meaning to the receiver.

Both encoding and decoding are influenced by personnel factors, such as education, personality, socioeconomic, family, work history, culture and gender among others.

One of the main requirements of the receiver is the ability to listen. Listening involves paying attention to the message, not just hearing it.

Effective communication involves the use of several media, such as written reports, memos, newsletters, email, telephone, face to face conversations and speeches.

Ten guidelines for effective listening:

1. Listing is not just about receiving information, how you listen also sends a message back to the message sender.

2. Be quiet.


3. Show a talker you want to listen by paraphrasing what’s been said to show that you understand. 

4. Remove distraction.

5. Avoid making judgments. Listen first, and then make judgments later.

6. Try to visualize the other person’s point of view.

7. Listen for total meaning.

 8. Attend to both verbal and non verbal signals. 

9. Go easy on argument and criticism, which put people on the defensive and may make them clam up or become angry.

10. Conform what has been said before each person leaves.

3. Message

The message contains the verbal (spoken and written) symbols and nonverbal signals representing the information that the sender wants to express to the receiver.

Nonverbal messages.

 All messages not spoken or written make up non verbal messages. Nonverbal messages involve the use of facial expressions, eye contact, body movement, gestures and physical contact to convey meaning.

Verbal messages  

Effective verbal communication requires the sender to, encode the message in words that will convey it accurately to the receiver. Covey the message in a well organized manner, and try to eliminate distractions.

Written messages

Guidelines for preparing effective written messages:

1. The message should be drafted with the receiver clearly in mind.

2. The contents of the message should be well thought out ahead of time.

3. The message should be as brief as possible, without irrelevant words and ideas. Important messages should be prepared in draft from the fist. The summary should clarify the main points and contain page references to details on each item.

4. The message should be carefully organized. The most important point should be give first, then the next most important and so on. Giving the message a title will make the subject clear. Using simple words and short, clear sentences make the message more readable and easily understood.

4. Channels

This is the path a message follows from the sender to the receiver. Information richness is the information carrying capacity of the channel. Not all channels can carry the same richness of information.

In addition to selecting a level of richness, individuals must choose among several types of channels for communicating with others. They include downward, upward and horizontal formal channels and informal channels, such as networking groups.

Downward channels

All the means of sending messages form management to employees.

To communicate effectively with employees, managers use downward channels to convey:

· How to handle special promotional items.

· Job descriptions, detailing duties and responsibilities.

· Policies and procedures, explaining what is expected of employees and the organizations rules and employee benefits.

· Feedback about an individual’s job performance.

· News of activities and events that management believes employees should participate in charitable organizations etc.

Upward channels

All the ways used by employees to sent messages to management. Such channels may be the only formal ways that employees have for communicating with higher level managers in the organization. Upward communication includes providing feedback on how well employees understand the messages they have received by downward channels. Furthermore it enables employees to voice their opinions and ideas.

Horizontal Channels

The ways used in order to send and receive messages across departmental lines, with suppliers or with customers.

Horizontal channels are formal and usually are related to coordinating activities, sharing information and solving problems.

Informal channels

The nonformal ways for the sender and receiver to communicate downward, upward and horizontally.

External networking

 Managers and employees also spend considerable time meeting with peers and others outside the organization. People use these networks to help each other, trading favors and calling on each others recourses for career advancement or other types of information and support.

Feedback

The receiver’s response to the sender’s message.

Feedback should have the following characteristics:

1. It should be helpful. 

If the receiver of the message provides feedback that adds to the sender’s information, the feedback is likely to effective.

2. It should be descriptive rather than evaluative. 

If the receiver responds to the message in a descriptive manner, the feedback is likely to be effective. If the receiver is highly critical, the feedback is likely to be ineffective or even cause a breakdown in communication. 

3. It should be specific rather than general.

The receiver should respond specifically to points raised and questions asked to the message. 

4. It should be well limited.

The reception and feedback is affected by the context in which it occurs.

5. It should not overwhelm.

Spoken communication depends heavily on memory. Accordingly, when large amounts of information are involved, spoken feedback is less effective than written feedback. People may fail to grasp what the speaker is the message is too long and complex.

Perception

The meaning given a message by the sender or receiver. Perceptions are influenced by what people see, by the ways they organize these elements to memory, and by the meanings they attach to them.

Selective perception

The process of screening out information that a person wants or needs to avoid. Manufacturing employees pay close attention to manufacturing problems and accounting employees pay close attention to debits and credits. Such employees tend to filter out information about other areas of the organization and focus on information directly related to their own jobs.

Stereotyping

The process of making assumptions about individuals solely on the basis of their belonging to a certain gender, race, age or other category.

Electronic mail

Uses computer text composition and editing to send and receive information quickly, inexpensively and effectively. 

Electronic mail has become popular with managers for several reasons:

1. A manager doesn’t have to wait long for a response because information can be sent, returned and recalled in moments.

2. Email is not expensive because it can be shared on computer and other equipment that companies already have.

3. It increases productivity by eliminating the need for the paper handling steps required in traditional interoffice or intercompany communication systems.
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Organization:

· It is composed of a group of people organized in a structure and aiming to reach a goal that individuals acting alone could not reach.

· There are different types of organisations classified based on: Size, goal, industry (product/services), etc.

Manager:

· A manager is a person who plans, organizes, directs and controls the allocation of human, material, financial and information resources in pursuit of the organizations goals.

· Functional managers: (narrow scope), the functional managers supervise employees having expertise in areas such as accounting, human resources, sales, finance and marketing. They have a great deal of experience.

· General managers: (broad scope), General Manager has broad, overall responsibility for a business or organization. Whereas a manager may be responsible for one functional area, the General Manager is responsible for all areas. A General Manager has the power to hire, fire, or promote employees. A General Manager is often responsible for the overall strategic planning and direction of the company or organization and leaves the day-to-day management of the various functions to the managers.

Management:

· Management is a group of managers in an organization whose job is to manage the organization by planning, organizing, leading and controlling.

· General management functions:

6. Planning

It involves setting goals and strategies in order to reach the organizations goal in the future. There are 3 reasons for planning:

4. Establish an overall direction for the organisations future such as increase profit, expand market share.

5. Identify the organizations resources to achieving its goals.

6. Decide which tasks must be done to reach those goals.

7. Organizing

Implementing all types of resources and is the process of creating a structure of relationship that will enable employees to carry out the managements plan and meet the organizations goal so that managers can better coordinate human, material and information resources.

3. Leading

It involves getting others to perform the tasks to achieve the organisations goal. Recruiting, motivation, training, communication and how the job is done.

4. Controlling

It is the process by which a person, group or organization monitors performance and takes corrective action. Ensuring enough standards are set up and controlled, measure if these standards are met and carry out actions in order to correct mistakes.

· Levels of management:

1. First line managers

First-level managers are also called first-line managers or supervisors. These managers have job titles such as: Office manager, Shift supervisor, Department manager, Foreperson, Crew leader, Store manager.

First-line managers are responsible for the daily management of the employees who produce the product or offer the service. They are the managers that most employees interact with on a daily basis, and if the managers perform poorly, employees may also perform poorly, may lack motivation, or may leave the company.

8. Middle line managers

Middle-level managers, or middle managers, are those in the levels below top managers. Middle managers' job titles include: General manager, Plant manager, Regional manager, and Divisional manager.

Middle-level managers are responsible for carrying out the goals set by top management. They do so by setting goals for their departments and other business units. Middle managers can motivate and assist first-line managers to achieve business objectives. Middle managers may also communicate upward, by offering suggestions and feedback to top managers. Because middle managers are more involved in the day-to-day workings of a company, they may provide valuable information to top managers to help improve the organization's bottom line.

9. Top line managers

Top-level managers, or top managers, are also called senior management or executives. Top managers in most organizations have a great deal of managerial experience and have moved up through the ranks of management within the company or in another firm.

10. Small business managers

They are responsible for different types of tasks, such as in small companies one person often carries the whole load.

· Managerial competencies:

Sets of knowledge, skills, behaviours and attitudes that a manager needs in order to be effective in a wide range of managerial jobs and various organisational settings.

There are six specific competencies that a manager needs to have for effective management.

1. Communication competency

The ability to transfer and exchange information between each other. Good communication may involve having, face to face communication, a written document, a speech to an audience which includes,

2. Informal and formal communication.

Informal communication:

Listing and creating a give and take conversation and building a strong relationship with people.

Formal communication:

Informs people of relevant events and keeps them up to date. Writing is clear and effective using a variety of computer resources.

3. Teamwork

Accomplishing tasks through small groups of people who are collectively responsible and whose work is interdependent requires teamwork competency. Managers in companies that utilize teams can become more effective by, designing teams properly, creating a supportive team environment and managing team dynamics appropriately.

4. Strategic action

Understanding the overall mission and values of the organization and ensuring that your actions and those of the people you manage are aligned with them involves strategic action competency. Strategic action competency includes, understanding the industry, understanding the organization and taking strategic actions.

5. Global awareness

Carrying out an organizations managerial work by drawing on human, financial, information and material resources from multiple countries and serving markets that span multiple cultures requires global awareness competency. The global awareness competency is reflected in, cultural knowledge and understanding and cultural openness and sensitivity.

6. Self management

Taking responsibility of your life and beyond. Self management competencies include, integrity and ethical conduct, personal drive and resilience, balancing work and life  demands and self awareness and development.
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Culture: 

· The world is full of confrontations between people, groups and nations who think, feel and act differently. At the same time these people are exposed to common problems which demand cooperation for their solution. So understanding the differences in the ways of thinking, feeling and acting is crucial to make cooperation possible.

· The system of shared beliefs, values, customs, behaviours, and artifacts that the members of society use to cope with their world and with one another, and that are transmitted from generation to generation through learning.

· It is from the Latin source which refers to the soil. In most western languages culture means civilization or refinement of the mind.

· It also means mental software, it shows the ordinary things in life such as greeting, eating, showing feelings etc.

· Culture one (narrow sense): civilization or refinement of the mind (art, education and literature).

· Culture two (broader sense): mental software.

How cultures differ:

· Cultures differ according to region, religion, generation and class.

·  Regional, ethic and religious cultures can be described in the same terms as national cultures. 

· Basically the same dimensions which were found to differentiate among national cultures apply to these differences within the countries.

The different layers of culture:

6. National levels: According to ones country or countries for people who migrate during their life time such as the culture itself of the country.

7. A regional, ethic, religious and linguistic levels.

8. A gender level: male or female.

9. A generation level: children, parents, grandparents.

10. A social class level: Associated with educational opportunities.

Hofstede - Cultural Dimensions:

· Cultural dimensions are the mostly psychological dimensions, or value constructs, which can be used to describe a specific culture. These are often used in Intercultural communication /Cross cultural communication based research.

· Cross cultural communication (also frequently referred to as intercultural communication) is a field of study that looks at how people from differing cultural backgrounds aim to communicate.

· The four cultural dimensions:

1. The relationship between the individual and the group.

2. Concepts of masculinity and femininity: male or female.

3. Social inequality, including the relationship with authority.

4. Ways of dealing with uncertainty and expressing emotions. A dimension is an aspect of a culture that can be measured relative to other cultures.

Cultural relativism:

The ability to view the beliefs and customs of other peoples within the context of their culture rather than one's own.

Manifestations of culture:

1. Symbols:

Words, gestures, pictures or objects that carry the particular meaning which are only recognized by those only who share culture.

2. Heroes:

People that are alive, dead, real or imaginary and who posses characteristics which are highly prized in a culture and who thus as models for behavior.

3. Rituals:

Collective activities, technically superfluous in reaching desired ends, but which within a culture, are considered as socially essential. 

4. Values:

Inner feelings which are established in a person in early childhood, judging right from wrong.

People even within the same culture carry several layers of mental programming within themselves. 

The different layers of culture exist at the following levels:

· The national level: Associated with the nation as a whole.

· The regional level: Associated with ethnic, linguistic, or religious differences that exist within a nation. 

· The gender level: Associated with gender differences (female vs. male) 

· The generation level: Associated with the differences between grandparents and parents, parents and children. 

· The social class level: Associated with educational opportunities and differences in occupation. 

· The corporate level: Associated with the particular culture of an organization. Applicable to those who are employed.
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Inequality:

It is present in every society and some people have more power than others.

Culture has dimensions which can lead to development, which are:

· Power distance:

The extent to which the less powerful members of the organization in a country expect and accept that power is distributed unequally. 

High Power Distance cultures develop rules, mechanism, and rituals that maintain and strengthen the status relationships among their members.

Low Power Distance cultures minimize those rules and customs, removing the status differences between people.

Large & small power distance:

Small power distance:

The extent to which less powerful people accept the social inequality is small, that is members of a society are treated as equal as possible in an unequal society.

Large power distance:

A big inequality in power is considered by the less powerful members of a society as normal.

· Uncertainty Avoidance: 

It is the extent to which members of a culture feel threatened by uncertain of unknown situation. It also expresses a state of worriedness about what may happen.

· Individualism VS collectivism:

Individualism: I mentality. It belongs to societies in which the ties between individualism are loose. Everyone is expected to look after themselves.

Collectivism: We, Group. It belongs to societies in which people from birth are integrated into a strong unit together, which throughout people’s lifetime continue to protect them in exchange for certain loyalty.

· Masculinity VS feminity:

Masculinity: Man. It belongs to societies in which men are supposed to be assertive, competitive and tough.

Feminity: Woman. It belongs to societies in which woman are supposed to be the modest tender conceding with the quality of life.

Uncertainty avoidness is the extent to which members of a culture feel threatened by uncertain of unknown situation. 
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The four organization models:

1. The pyramid of people:

The general manager is at the top of the pyramid and each successive level has its proper balance. Large power distance, strong uncertainty avoidness.

It is present in countries with large power distance and strong uncertainty avoidance. People advocate measures to concentrate the authority and structure the activities.

2. The well oiled machine:

It is the model which management intervention is limited to exceptional cases because the rules should settle all daily problems. This model comes from countries that have a strong uncertainty avoidance but with small power distance. So people want to structure the activities without concentrating the authority. So it needs more structure.

3. The village market:

It is the complete model of an organization where there is no hierarchy and rules, but the demands of the situation determine what will happen.

This model comes from countries with small power distance and weak uncertainty. People advocate concentrating authority. They resolve problems.

4. Family:

The owner manager is the omnipotent, having limited power. It corresponds to large power distance and weak uncertainty avoidance. People resolve conflicts.

Confucian dynamism:

The acceptance of the legitimacy of hierarchy and valuing of perseverance and thrift, without undue emphasis on tradition and social obligations that could impede business initiative. 

Confucianism: 

· The system of ethics, education, and statesmanship taught by Confucius and his disciples, stressing love for humanity, ancestor worship, reverence for parents, and harmony in thought and conduct.

· Confucianism is a religious and philosophical system which has been developed from the writings attributed to the Chinese philosopher Confucius. Confucianism focuses mostly upon the relationships between individuals, between individuals and their families, and finally between individuals and general society. 

Long term orientation:

· Persistence.

· Ordering relationships by status and observing this order.

· Having a sense of shame.

· Oriented towards the future and dynamic.

Short term orientation:

· Personal steadiness and stability.

· Protecting your face.


· Respect for tradition.

· Reciprocation of greetings, flavors and gifts.

· The past and present, more static.

· Existence of a market and political context that allows development.
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Marketing focuses on the 7p’s:

· Product - An object or a service that is mass produced or manufactured on a large scale with a specific volume of units. A typical example of a mass produced service is the hotel industry. A less obvious but ubiquitous mass produced service is a computer operating system. Typical examples of a mass produced objects are the motor car and the disposable razor. 

· Price – The price is the amount a customer pays for a product. It is determined by a number of factors including market share, competition, material costs, product identity and the customer's perceived value of the product. The business may increase or decrease the price of product if other stores have the same product. 

· Place – Place represents the location where a product can be purchased. It is often referred to as the distribution channel. It can include any physical store as well as virtual stores on the Internet. 

· Promotion – Promotion represents all of the communications that a marketer may use in the marketplace. Promotion has four distinct elements - advertising, public relations, word of mouth and point of sale. A certain amount of crossover occurs when promotion uses the four principle elements together, which is common in film promotion. Advertising covers any communication that is paid for, from television and cinema commercials, radio and Internet adverts through print media and billboards. One of the most notable means of promotion today is the Promotional Product, as in useful items distributed to targeted audiences with no obligation attached. This category has grown each year for the past decade while most other forms have suffered. It is the only form of advertising that targets all five senses and has the recipient thanking the giver. Public relations are where the communication is not directly paid for and includes press releases, sponsorship deals, exhibitions, conferences, seminars or trade fairs and events. Word of mouth is any apparently informal communication about the product by ordinary individuals, satisfied customers or people specifically engaged to create word of mouth momentum. Sales staff often plays an important role in word of mouth and Public Relations. 

The additional p’s of marketing:

· People – All the people that are directly or indirectly involved in the consumption of a service, such as knowledge workers, employees, management and consumers often add significant value to the total product or service offered.

· Process – Procedure mechanisms and flow of activities by which services are consumed (consumer management process) are an essential element of the marketing strategy.

· Physical evidence – The ability and the environment in which the service is delivered. Both tangible goods that help to communicate and perform the service, and the tangible experience of existing customers and the ability of the business to relay that customer satisfaction to potential customers. 

Product sector:

11. Use offensive marketing. ( big market, more customers)

12. Consumer judges the physical products.

13. Products developed without emotions.

14. No interaction between the product and customer.

15. Communicate externally through the use of publicity and marketing.

Service sector:

11. Uses defensive marketing.

12. Product consists of many components.

13. It is surrounded by emotions.

14. Big interaction between pros (positive) and cons (negative)
15. Communication using public relations and consumer education.

Intangibility of the service:

The customer buys a service that a service provider will provide later, or a service where the quality, the consumer cannot judge until later. E.g. Health care in general, when selecting hospital care, with whom no previous relationship exists.

Inseparability:

The consumer has to make active contribution to enable the service provider to deliver a successful end product. There will be no service without customers. E.g. Health care.

Variability:

There is direct contact between the producer, service provider and the consumer. The quality and design of the service are determined by the service provider.

Perishability:

 The quality and content of the service vary of time. The service provided may be different after because at a specific time period services are time dependent.
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The general environment:

· The general environment, called the microenvironment, has external factors that usually affect all or most organizations.

· The general environment of an organisation includes six factors which are: 

1. The type of economic system which are:

· Capitalism

· Socialism

· Communism 

2. The type of economic conditions which are:

· Expansionary and recessionary cycles

· The general standard of living

3. The type of political system which are:

· Democracy

· Dictatorship

· Monarchy

4. The condition of the ecosystem which are:

· Land

· Water

· Air pollution

5. The demographics of a population which are:

· Age

· Gender 

· Race 

· Ethnic origin

· Education level

6. The cultural background which are:

· Values

· Beliefs

· Language

· Religious influences

Economics:

· This focuses on understanding how people or nations produce, distribute and consume various goods and services.

· Important economic issues are:

Wages paid to labour

Inflation

Taxes paid by labour and organizations

Cost of materials used in the production process 

Prices at which goods and services are sold

· Particularly challenging economic and political conditions include:

The fluctuation of inflation

Unemployment

Taxes

Interest rates

Environmental and safety regulations covering the workplace and goods produced.

· The new economy is characterized with three main changes affecting all organizations:

1. New markets:

· Firms can increasingly reach customers directly without regard to their or the customers physical location. 

· The internet is revolutionary because it has noticeably reduced the cost of communication and coordination in business and personal transactions.

· Customers can easily search, evaluate, negotiate, pay for and take delivery of products at different times from different providers from the Internet such as Amazon.com for book sales and Travelocity for travel.

2. The key, Customer convenience:

· Organizations in a new economy will succeed by creating convenience for its customers such as www.ebay.com , which is called the world’s personal trading community because it has sold more than 35 million items. With nearly 1 million items on sale at any time, the company’s website receives more than 600 million hits per month. EBay is distinguished from the local market by its focus on convenience. 

3. Interenterprise human capital:

· To succeed in the new economy, organizations must manage knowledge, not just data or information.

· Knowledge management is the creation, protection, development and sharing of knowledge assets.

· Organizations will be forced to develop new ways to compensate employees because knowledge workers increasingly want to share in the wealth they create.

Environmental stewardship:

· A position that an organization takes to protect or improve the natural environment as it creates the business activities.

· Six actions:

1. Avoid confrontation with state pollution control laws.

2. Compensate for environmentally risky endeavors.

3. Comply early with government regulations.

4. Cut back on environmentally unsafe operations.

5. Promote new manufacturing technologies.

6. Recycle wastes.

Demographics:

· The characteristics of a work group, an organization, a exact market, or various populations. 

· It is the statistical data of a population, those showing average age, income, education, etc.

· Changes affect different aspects of management such as marketing, advertising and human resources.

· Some examples, Increasing diversity and managerial challenges in managing diversity.

Cultural forces:

· Culture:

The shared characteristics such as language, religion and heritage and values that distinguish the members of one group of people from those of another.

· Value:

The basic belief about a condition that has considerable importance and meaning to individuals and is relatively stable over time.

· Value system:

This comprises of multiple beliefs that are compatible and supportive of one another. For example, beliefs in private enterprises and individual rights are mutually supportive.

· Values can greatly affect how a manager:  

1. Views other people and groups, influencing interpersonal relationships.

2. Perceives situations and problems.

3. Goes about solving problems.

4. Determines what is and is not ethical behaviour.

5. Leads and controls employees.
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Managers must monitor and diagnose five competitive forces that directly affect their organizations in any industry:

Five competive forces:

1. Competitors

2. New entrants

3. Substitute goods & services

4. Customers

5. Suppliers

Combined strength of these forces affects long term profitability.

Competitors are part of the day to day force facing organizations.

Facing and wining competition requires continual change and adaption by all competitors only to maintain relative position.

Competition is even more fierce with increasing customer awareness and easy to access to information for the sake of comparing goods and services.

Barriers to entry:

· Allowing new entrants to compete with established firms.  

· Four different barriers to entry:

1. Economies of scale - Refers to the increasing efficiencies of the production of goods as the number of goods being produced increases. Typically the average costs of producing a good will diminish as each additional good is produced, since the fixed costs are shared over an increasing number of goods.

2. Product differentiation - The process of distinguishing the differences of a product or offering from others, to make it more attractive to a particular target market. This involves differentiating it from competitor’s products as well as one's own product offerings.

3. Capital requirements – Starting a new business.

4. Government regulations – Rules and limitations for businesses that enter and operate.

Customers:

· The buying power

· Their force comes from their natural will to force down prices, obtain more or higher quality products and increase competition among sellers.

· This influence is even greater in special circumstances.

Suppliers:

· Suppliers force in an industry is greater when their bargaining power is bigger; allowing them to higher prices or reduce quality of their products.

Political forces – legal forces:

Many political & legal forces directly affect the way organizations operate.

Managers can use five basic political strategies to cope with confusion in their environments:

1. Negotiations

Communications between two or more parties towards the development and maintenance of contractual relationships. 

2. Lobbying

Communication with chosen officials or their staff, which expresses a position on a pending piece of legislation.

3. Alliance

4. Representation

5. Socialization 
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Ethics:

· A major branch of philosophy, encompassing right conduct and good life. It is significantly broader than the common conception of analyzing right and wrong. A central aspect of ethics is "the good life", the life worth living or life that is satisfying, which is held by many philosophers to be more important than moral conduct. 

· Managing ethical behaviour is a one of the most pervasive and complex problems facing business organizations today. Employee’s decisions to behave ethically or unethically are influenced by a myriad of individual and situational factors.

· Business ethics is knowing the difference between right and wrong and choosing to do what is right. The business ethics can be used to describe the actions of individuals within an organization, as well as the organization as a whole.

· The models of ethic behavior:

1. Utilitarian model

People guided by the utilitarian approach focus on behaviours and their results, not on motives for such actions. A manager or employee guided by this approach considers the potential effects of alternative actions from the perspective of the accepeted social contract.

Achieving Organizational goals.

The utilitarian approach asserts that businesses operating in a competitive market system can achieve the greatest good for the greatest number by maximizing profits. According to this, a company that achieves high profits can offer the highest quality products at the lowest prices for consumers. Profits are seen as the reward for satisfying consumers. If profits get too high, new competitors will enter the market, thereby increasing the supply of high quality goods and pushing prices down.

The Utilitarian focus on company profits drives some companies to assess how all activities, even charity contributions, are related to business performance.

Efficiency

Managers and employees alike should try to attain organizational goals as efficiently as possible. Efficiency is achieved by minimizing inputs such as labour, land and capital and maximizing outputs. If technologies are available that allow an organization to produce goods or deliver services at a lower cost, it should use them.

Conflicts of interest

Managers and employees should not have personal interests that conflict with the organizations achievement of its goals.

2. Moral rights model

The moral rights approach holds that decisions should be constant with fundamental rights and privileges such as life, freedom, health and privacy.

Life and safety

Like the quality of water, the quality of housing that people can afford affects their overall quality of life. Wages and housing costs in turn limit what people can afford. A moral rights perspective would suggest that thriving corporations should distribute their wealth more evenly to ensure that all employees involved in their business can afford decent housing.

Truthfulness

Employees, customers, shareholders and the general public have the right not to be intentionally deceived on matters about which they should be informed.

Privacy

The moral right of citizens to control access to personal information about themselves and its use by government agencies, employers and others was the basis for the U.S. privacy act of 1974. the act restricts the use of certain types of information by the federal government and limits those to whom this information can be released.

3. Justice model

The justice approach involves evaluating decisions and behaviour with regard to how equably they distribute benefits and cost among individuals and groups. To ensure just decisions and behaviour, the proponents of this approach argue that three principles should be followed when designing management systems and making organizational decisions: 

Affirmative social responsibility:

· It is the most difficult, complex and expensive concept for organizations to address.

· It involves five categories: 

1. Broad performance criteria: Management and employees must consider and accept broader criteria for measuring the organizations performance.

2. Ethical norms: Manager and employees must take definite stands and issues of public concern. 

3. Operating strategy: Managers and employees should improve the standards of physical and social environment. They must evaluate negative effects of the organizations plan on stakeholders and try to eliminate these negative effects.

4. Response to social pressure: Managers and employees should accept responsibilities for solving current problems and they have to discuss activities outside the group.

5. Legislative and political activities: Managers should work with outside stakeholders to protect environmental laws. They must promote honesty in the government. 

Stakeholders: 

· A stakeholder is any organisation or individual that has a direct interest in actions or decisions. Their interest may be because they will have a role in implementing the decisions, or because they will be affected by the decision.
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Management competency:
Competency comprises the specification of knowledge and skill and the application of that knowledge and skill to the standard of performance required in employment. 

Areas of personal capability that enable people to perform successfully in their jobs by completing task effectively. A competency can be knowledge, attitudes, skills, values, or personal values. Competency can be acquired through talent, experience, or training. 
Management competencies:

1. Communication competency

The ability to transfer and exchange information between each other. Good communication may involve having, face to face communication, a written document, a speech to an audience which includes,

2. Informal and formal communication.

Informal communication:

Listing and creating a give and take conversation and building a strong relationship with people.

Formal communication:

Informs people of relevant events and keeps them up to date. Writing is clear and effective using a variety of computer resources.

3. Teamwork

Accomplishing tasks through small groups of people who are collectively responsible and whose work is interdependent requires teamwork competency. Managers in companies that utilize teams can become more effective by, designing teams properly, creating a supportive team environment and managing team dynamics appropriately.

4. Strategic action

Understanding the overall mission and values of the organization and ensuring that your actions and those of the people you manage are aligned with them involves strategic action competency. Strategic action competency includes, understanding the industry, understanding the organization and taking strategic actions.

5. Global awareness

Carrying out an organizations managerial work by drawing on human, financial, information and material resources from multiple countries and serving markets that span multiple cultures requires global awareness competency. The global awareness competency is reflected in, cultural knowledge and understanding and cultural openness and sensitivity.

6. Self management

Taking responsibility of your life and beyond. Self management competencies include, integrity and ethical conduct, personal drive and resilience, balancing work and life  demands and self awareness and development.
There are 4 management levels:

1. First line managers

First-level managers are also called first-line managers or supervisors. These managers have job titles such as: Office manager, Shift supervisor, Department manager, Foreperson, Crew leader, Store manager.

First-line managers are responsible for the daily management of the employees who produce the product or offer the service. They are the managers that most employees interact with on a daily basis, and if the managers perform poorly, employees may also perform poorly, may lack motivation, or may leave the company.

11. Middle line managers

Middle-level managers, or middle managers, are those in the levels below top managers. Middle managers' job titles include: General manager, Plant manager, Regional manager, and Divisional manager.

Middle-level managers are responsible for carrying out the goals set by top management. They do so by setting goals for their departments and other business units. Middle managers can motivate and assist first-line managers to achieve business objectives. Middle managers may also communicate upward, by offering suggestions and feedback to top managers. Because middle managers are more involved in the day-to-day workings of a company, they may provide valuable information to top managers to help improve the organization's bottom line.

12. Top line managers

Top-level managers, or top managers, are also called senior management or executives. Top managers in most organizations have a great deal of managerial experience and have moved up through the ranks of management within the company or in another firm.

13. Small business managers

They are responsible for different types of tasks, such as in small companies one person often carries the whole load.
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Knowledge Management:

The art and science of creating, measuring, distributing, enhancing, evaluating, and integrating the information base of an organization and building on its intellectual assets.

Forecasting:

Forecasting involves projecting or estimating future events or conditions in an organizations environment. It is concerned with external events beyond the organizations control that is important for its survival. 
Delphi technique:

The delphi technique is another way of obtaining group input for ideas and problem solving. Unlike the nominal group process, the delphi does not require face-to-face     

participation. It uses a series of carefully designed questionnaires interspersed with information summaries and feedback from preceding responses. In a planning situation, the delphi can be used to:     

· Develop a number of alternatives;                        

· Assess the social and economic impacts of rapids         

community growth;                                           

· Explore underlying assumptions or background information leading to different judgments;                             

· Seek out information on which agreement may later be generated;                                                  

· Correlate informed judgments on a subject involving many disciplines;                                                

· Educate respondents on the diverse and interrelated elements of a topic.                                        

Osborn’s creativity model:

A three stage decision making that involves fact finding, idea finding and solution finding.

1. Fact finding phase:

It involves defining the issue or problem and gathering information. (Discover where the real problem is.)

2. Identifying phase:

It starts by generating ideas. Then the most likely of these ideas are modified, combined and added. (Find the solution for the problem.)

3. Solution finding phase:

It involves generating and evaluating possible course of action. (Finding the best solution.)

Benchmarking:

A process used in management and particularly strategic management, in which organizations evaluate various aspects of their processes in relation to best practice, usually within their own sector. 
Benchmarking is the continuous process of comparing organizations strategies, products, processes with those of the best class organizations in order to gain information and help them to improve.

The benchmarking process includes seven stages:

1. Define the domain (decide what to improve)

2. Identify the best performer

3. Collect and analyze data to identify gaps
4. Setting improvement goals:

Start to look now, you should setup improvement goals.

5. Develop and implement a plan to close gaps.

6. Evaluate results all the time.

7. Repeat evaluation and repeat process.

Deming cycle:

The Deming cycle is a quality improvement model consisting of a logical sequence of four steps:

1. Plan – Plan ahead for change. Analyse and predict the results.

To improve your operations first by finding out what things are going wrong (that is identify the problems faced), and come up with ideas for solving these problems.

2. Do – Carry out the plan, taking small steps in controlled circumstances.

Do changes designed to solve the problems on a small or experimental scale first. This minimises disruption to routine activity while testing whether the changes will work or not.

3. Study – Check and study the results.

Check whether the small scale or experimental changes are achieving the desired result or not. Also, continuously check nominated key activities (regardless of any experimentation going on) to ensure that you know what the quality of the output is at all times to identify any new problems when they crop up.

4. Act – Take action to standardize or improve the process.

Act to implement changes on a larger scale if the experiment is successful. This means making the changes a routine part of your activity. Also Act to involve other persons (other departments, suppliers, or customers) affected by the changes and whose cooperation you need to implement them on a larger scale, or those who may simply benefit from what you have learned (you may, of course, already have involved these people in the Do or trial stage).

Quality:

The extent to which a good or service meets or exceeds customers expectations. Customers often apply the value definition of quality when making purchase decisions.
Stakeholders: 

Individuals or a group that are effected by an organization.

Types of stakeholders:

External stakeholders - 

Individuals or groups who have some claim on a firm such as customers, suppliers, and unions.
Internal stakeholders -

People who work for or own the business such as employees, directors, and stockholders.
General environment:

The forces within the general environment, including politico legal, economic, technological, socio cultural and international forces, have a broad general impact on the organization. 
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change in price. The formula for price elasticity of supply is:
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Micro Economics

Introduction to economic issues

Lecture 1

Adam Smith is the father of economics. He wrote wealth of nations which was enormously influential in the development of western capitalism.

Economic welfare, divided into producer surplus and consumer surplus, was contributed by Alfred Marshall.

Producer surplus:

The area above the supply curve and below the price, the value of production at a given price minus the cost of production.

Consumer surplus:

The area under the demand curve and above the price, the value of consumption minus its cost at a given price.

Lord Robbins stated that economics was about scarcity.
Diagrams used in economics to make an explanation more clear:

· Line graphs - A graph in which straight points representing the value of a variable at selected values of the independent variable are connected by straight lines. 

· Flow diagrams - A diagram showing how a system will work.

Economics:

· Has a lot to do with money, 

· with how much people are paid,

· How much people spend,

· What it costs to buy various items,

· How much money firms earn,

· How much money there is in the total economy.

· It is the branch of social science that deals with the production and distribution and consumption of goods and services and their management.

Economy is also concerned with the following:

· The production of goods and services: how much the economy produces, what particular services are combination of goods and services, how much each firm produces, what techniques of production it uses and how many people it employs.

· The consumption of goods and services: how much the population as a whole spends ( and how much it saves), what the pattern of consumption is in the economy, how much people buy particular items, what particulars choose to buy, how peoples consumption is affected by prices, advertising, fashion and other factors.

Production:

The transformation of inputs into outputs by firms in order to earn profit or meet some other objective.

Consumption:

The act of using goods and services to satisfy wants. This will normally involve purchasing the goods and services.

The factors of production (or resources): The inputs into the production of goods and services: labour, land and capital.

The factors of production:

· Labour: All forms of human input, both physical and mental, into current production.

· Land (raw materials): Inputs into productions that are provided by nature such as unimproved land and mineral deposits in the ground.

· Capital: All inputs into production that have been produced such as factories, machines and tools.

Scarcity:

The excess of human wants over what can actually be produced to fulfill these wants.

Demand and supply:

In economics, supply and demand describe market relations between prospective sellers and buyers of a good. The supply and demand model determines price and quantity sold in the market. The model is fundamental in microeconomic analysis of buyers and sellers and of their interactions in a market. 

Macroeconomics:

The study of whole economic systems aggregating over the functioning of individual economic units. It is primarily concerned with variables which follow systematic and predictable paths of behaviour and can be analysed independently of the decisions of the many agents who determine their level. 

Microeconomics:

The study of economics in individual units such as households, firms and industries. It studies the interrelated relationships between these units in determining the pattern of production and distribution of goods and services.  

Aggregate demand:

The total number of output in the economy.

Aggregate supply:

The total amount of output in the economy.

Rate of inflation:

The percentage increase in the level of prices over a 12 month period.

Balance of trade exports of goods and services minus imports of goods and services:

If exports exceed imports, there is a balance of trade surplus (a positive figure). If imports exceed exports, there is a balance of trade deficit (a negative figure).  If aggregate demand is too low relative to aggregate supply, unemployment and recession may well result.

Recession:

· A period where national output falls for two quarters or more.

· Occurs when output in the economy declines, growth becomes negative. A recession is associated with a low level consumer spending. If people spend less, shops are likely to find themselves with unsold stocks. As a result they will buy less from the manufacturers, which in turn will cut down on production.

Unemployment:

· The number of people who are actively looking for work but are currently without a job.

· Is likely to result from cutbacks in production. If firms are producing less, they will need to employ fewer people. 

Microeconomics and choice:

Choices have to be made as resources are scarce. 

There are three main categories:

· What goods and services are going to be produced and in what quantities, given there are not enough resources to produce all the things people desire? How many cars, how much wheat etc will be produced. 

· How are things going to be produced, given that there is normally more than one way of producing things? What resources are going to be used and in what quantities? What techniques of production are going to be adopted?

· For whom are things going to be produced? How will the nation’s income be distributed? The higher your income, the more you can consume of the nations output.

Opportunity cost:

· The cost of any activity measured in terms of the best alternative forgone.

· The opportunity cost of something is what you give up to get it/do it.

Rational choices:

Choices that involve weighing up the benefits of any activity against its opportunity cost.

Marginal costs:

The additional costs of doing a little bit more (or 1 unit more if a unit can be measured) of an activity.

Marginal benefits:

The additional benefits of doing a little bit more (or 1 unit more if a unit can measured) of an activity.

Production possibility curve (PPC):

A curve showing all the possible combinations of two goods that a country can produce within a specified time period with all its resources fully and efficiently employed.

Micro Economics

Markets, Demand and Supply

Lecture 2

Economic Systems:

The fundamental economic problem in any society is to provide a set of rules for allocating resources and/or consumption among individuals who can't satisfy their wants, given limited resources. The rules that each economic system provides function within a framework of formal institutions (e.g., laws) and informal institutions (e.g., customs).

In every nation, no matter what the form of government, what the type of economic system, who controls the government, or how rich or poor the country is, three basic economic questions must be answered. They are:

What and how much will be produced? Literally, billions of different outputs could be produced with society's scarce resources. Some mechanism must exist that differentiates between products to be produced and others that remain as either unexploited inventions or as individuals' unfulfilled desires.

How will it be produced? There are many ways to produce a desired item. It may be possible to use more labor and less capital, or vice versa. It may be possible to use more unskilled labor to substitute for fewer units of skilled labor. Choices must be made about the particular input mix, the way the inputs should be organized, how they are brought together, and where the production is to take place.

For whom will it be produced? Once a commodity is produced, some mechanism must exist that distributes finished products to the ultimate consumers of the product. The mechanism of distribution for these commodities differs by economic system.

Methods of classification, by degree of government control:

1. Command economies

· An economy where all economic decisions are taken by the central authorities.

· It is usually associated with a socialist or communist economic system, where land and capital are collectively owned. 

Features

· Consumption and investment.

· Matching of inputs (raw materials) and outputs (raw materials converted into finished goods).

· Distribution of output.

Advantages

· High investment, high and stable growth.

· Social goals pursued.

· Low unemployment.

The state plans the allocation of resources at three important levels:

· It plans the allocation of resources between current consumption and investment for the future. By sacrificing some present consumption and diverting resources into investment, it could increase the economy’s growth rate.

· At a microeconomic level it plans the output of each industry and firm, the techniques that will be used and the labour and other resources required by each industry and firm.

· It plans the distribution of output between consumers. This will depend on the governments aims. It may distribute goods according to its judgement of peoples needs, or it may give more to those who produce more, thereby providing an incentive for people to work harder.

2. Free market economies

· An economy where all economic decisions are taken by individual households and firms, with no government intervention.

· An economic term for an idealized market system, where all economic decisions and actions by individuals regarding transfer of money, goods, and services are voluntary.   

· Based on free decision making by individuals and firms.

· Demand and supply decisions.

· The price mechanism – The system in a market economy whereby price changes that occur in response to changes in demand and supply have the effect of making demand equal to supply. Prices respond to shortages and surpluses. Shortages cause prices to rise. Surpluses cause prices to fall.

· Equilibrium price – Where demand equals supply.

3. Mixed economies

· An economy where economic decisions are made partly by the government and partly through the market.

· An economic system that incorporates aspects of more than one economic system. This usually means an economy that contains both private-owned and state-owned enterprises or that combines elements of capitalism and socialism, or a mix of market economy and planned economy characteristics.
The effects of changes in demand and supply:

· A change in demand.

A rise in demand in signalled by a rise in price. This then acts as an incentive for firms to produce more of the good, the quantity of the supplied rises.

A fall in demand is signalled by a fall in price. This then acts as an incentive for firms to produce less, such goods are now less profitable to produce. Thus the quantity supplied falls.

· A changer in supply.

A rise in supply is signalled by a fall in price. This then acts as an incentive for consumers to buy more, the quantity demanded rises. A fall in supply is signalled by a rise in price. This then acts as an incentive for consumers to buy less, the quantity demanded falls.

· Changes in demand or supply cause markets to adjust.

Whenever such changes occur, the resulting disequilibrium will bring an automatic change in prices, thereby restoring equilibrium (i.e. a balance of demand and supply).

Supply and demand:

In economics, supply and demand describe market relations between prospective sellers and buyers of a good. The supply and demand model determines price and quantity sold in the market. The model is fundamental in microeconomic analysis of buyers and sellers and of their interactions in a market. It is also used as a point of departure for other economic models and theories. The model predicts that in a competitive market, price will function to equalize the quantity demanded by consumers and the quantity supplied by producers, resulting in an economic equilibrium of price and quantity. The model incorporates other factors changing such equilibrium as reflected in a shift of demand or supply.
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The price P of a product is determined by a balance between production at each price (supply S) and the desires of those with purchasing power at each price (demand D). The graph depicts an increase in demand from D1 to D2, along with a consequent increase in price and quantity Q sold of the product.

Changes in market equilibrium:

Practical uses of supply and demand analysis often center on the different variables that change equilibrium price and quantity, represented as shifts in the respective curves. Comparative statics of such a shift traces the effects from the initial eqilibrium to the new equilibrium.

When consumers increase the quantity demanded at a given price, it is referred to as an increase in demand. Increased demand can be represented on the graph as the curve being shifted outward. At each price point, a greater quantity is demanded, as from the initial curve D1 to the new curve D2. More people wanting coffee is an example. In the diagram, this raises the equilibrium price from P1 to the higher P2. This raises the equilibrium quantity from Q1 to the higher Q2. A movement along a given demand curve can be described as a "change in the quantity demanded" to distinguish it from a "change in demand," that is, a shift of the curve. In the example above, there has been an increase in demand which has caused an increase in (equilibrium) quantity. The increase in demand could also come from changing tastes, incomes, product information, fashions, and so forth.

Demand curve shifts:

If the demand decreases, then the opposite happens: an inward shift of the curve. If the demand starts at D2, and decreases to D1, the price will decrease, and the quantity will decrease. This is an effect of demand changing. The quantity supplied at each price is the same as before the demand shift (at both Q1 and Q2). The equilibrium quantity, price and demand are different. At each point, a greater amount is demanded (when there is a shift from D1 to D2).
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An out-ward or right-ward shift in demand increases both equilibrium price and quantity.

Supply cure shifts:

When the suppliers' costs change for a given output, the supply curve shifts in the same direction. For example, assume that someone invents a better way of growing wheat so that the cost of wheat that can be grown for a given quantity will decrease. Otherwise stated, producers will be willing to supply more wheat at every price and this shifts the supply curve S1 outward, to S2—an increase in supply. This increase in supply causes the equilibrium price to decrease from P1 to P2. The equilibrium quantity increases from Q1 to Q2 as the quantity demanded increases at the new lower prices. In a supply curve shift, the price and the quantity move in opposite directions.

If the quantity supplied decreases at a given price, the opposite happens. If the supply curve starts at S2, and shifts inward to S1, the equilibrium price will increase, and the quantity will decrease. This is an effect of supply changing. The quantity demanded at each price is the same as before the supply shift (at both Q1 and Q2). The equilibrium quantity, price and supply changed.

When there is a change in supply or demand, there are four possible movements. The demand curve can move inward or outward. The supply curve can also move inward or outward.
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An out-ward or right-ward shift in supply reduces equilibrium price but increases quantity
Management along and shifts in the demand curve:

· Principle of diminishing marginal utility: As more units of goods are consumed, additional units will provide less satisfaction then previous units.

· Marginal utility (MU): The extra satisfaction gained from consuming one extra unit of a good within a given time period.

· Change in demand: The term used for a shift in the demand curve. It occurs when a determinant of demand other than price changes.

· Changes in the authority demanded: The term used for a movement along the demand curve to a new point. It occurs where there is a change in price.

By product:

· A by-product is a secondary or incidental product deriving from a manufacturing process, a chemical reaction or a biochemical pathway, and is not the primary product or service being produced. 

· A by-product can be useful and marketable, or it can have severe ecological consequences.

Maximum profit:

In economics, profit maximization is the process by which a firm determines the price and output level that returns the greatest profit. There are several approaches to this problem. The total revenue -- total cost method relies on the fact that profit equals revenue minus cost, and the marginal revenue -- marginal cost method is based on the fact that total profit in a perfectly competitive market reaches its maximum point where marginal revenue equals marginal cost.

Equilibrium price:

· The market price at which the supply of an item equals the quantity demanded.

· Equilibrium price is the price at which the quantity demanded of a good or service is equal to the quantity supplied.
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Price elasticity of demand:

The responsiveness of quantity demanded to a change in price.

Formula – Percentage change in quantity demanded divided by the percentage change in price.

Elastic demand (E >1):

Where quantity demanded changes by a larger percentage than price. Ignoring the negative sign, it will have a greater value than 1.

Inelastic demand (E < 1):

Where quantity demanded changes by a smaller percentage than price. Ignoring the negative sign, it will have a value less than 1.

Unit elastic demand (E = 1):

Where quantity demanded changes by the same percentage as price. Ignoring the negative sign, it will have a value equal to 1.

Price elasticity of demand:

This measure the responsiveness of quantity demanded to a change in price.

Formula – Portion change in quantity demanded divided by portion change in price.

A relatively elastic demand curve

A relatively inelastic demand curve


Price elasticity of supply:
This measures the relationship between change in quantity supplied and a change in price.

Formula – percentage change in quantity supplied divided by percentage change in price.


Total consumer expenditure on a product (TE):

The price of the product multiplied by the quantity purchased. TE = P X Q
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What are the different types of elasticity?

1. Price elasticity of demand:

The responsiveness of quantity demanded to a change in price.

Formula – Percentage change in quantity demanded divided by the change in price.

2. Price elasticity of supply:

The responsiveness of quantity supplied to a change in price.

Formula – Percentage change in quantity supplied divided by the percentage change in price.

3. Price elasticity of demand:

The responsiveness of quality demanded to a change in price.

Formula – Percentage change in quantity demanded divided by the percentage change in price.

4. Income elasticity of demand:

The responsiveness of demand to a change in consumer incomes.

Formula – The percentage change in demand divided by the percentage change in income.

5. Cross price elasticity of demand:

The responsiveness of demand for one good to a change in price of another.

Formula – The percentage change in demand for good a, divided by the percentage change in price of good b.
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Short run and long run changes in production: 

Short run – The period of time over which at least one factor is fixed.

Long run – The period of time long enough for all factors to be varied.

Fixed and variable factors of production:

Fixed factors – An input that cannot be increased in supply within a given time period.

Variable factor – An input that can be increased in supply within a given time period.

The law of diminishing returns – When one or more factors are held fixed, there will come a point beyond which the extra output from the additional units of the variable factor will diminish.

Measuring costs of production:

· Opportunity cost – It is the cost of any activity measured in terms of the best alternative forgone.

· Explicit costs – The payment to outside suppliers of inputs, such as electricity and rent charges.

· Implicit costs – Costs that do not involve a direct payment of money to a third part, but which involve a sacrifice of some alternative.

· Historic cost or sunk cost – The original amount the firm paid for factors it now owns.

· Fixed costs – Total costs that do not vary with the amount produced.

Fixed and variable costs:

· Fixed costs (FC) – Total costs that do not vary with the amount of output produced such as rent.

· Variable costs (VC) Total costs that vary with the amount of output produced such as production.

· Formula –

Total cost = Total fixed costs + Total variable costs

     TC       =         TFC            +             TVC

Average and marginal cost:

· Average fixed costs (AFC) - The fixed costs divided by the level of output (FC/Q). 

· Average total costs (ATC) - The total costs divided by the level of output (TC/Q). 

· Marginal cost - The cost of producing one extra unit. 

	Marginal cost  =
	The change in total costs 

	 
	    The change in output
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Economies of scale:

· Economies of scale are where increasing the scale of production leads to a lower cost per unit of output.

· Economies of scale refer to the increase of efficiencies of the production of goods as the number of goods being produced increases. Typically the average costs of producing a good will diminish as each additional good is produced, since the fixed costs are shared over an increasing number of goods. 

· The increase in efficiency of production as the number of goods being produced increases. Typically, a company that achieves economies of scale lowers the average cost per unit through increased production since fixed costs are shared over an increased number of goods.

· There are two types of economies of scale:

1. External economies - The cost per unit depends on the size of the industry, not the firm.


2. Internal economies - The cost per unit depends on size of the individual firm.

Diseconomies of scale:

· When firms get beyond a certain size, cost per unit of output may start to increase.

· Diseconomies of scale are the forces that cause larger firms to produce goods and services at increased per unit costs. 

· The rising part of the long-run average cost curve illustrates the effect of diseconomies of scale. Beyond Q (ideal firm size), additional production will increase per-unit costs.

Total revenue:

· Total revenue is the total money received from the sale of any given quantity of output.

· The total revenue is calculated by taking the price of the sale times the quantity sold, formula : total revenue = price X quantity.

Average revenue:

· Total revenue per unit of output. 

· When all output is sold at the same price, average revenue will be the same price: AR = TR/Q

· Formula = Total revenue divided by the number of units sold.

Marginal revenue:

· Extra revenue made by selling one or more unit per period of time.

· Formula = The change in total revenue divided by the change in number of units sold.

Total profit:

· Formula = Total revenue – Total cost

Supernormal profit:

· The excess of total profit above the normal profit.

· Supernormal profit, also referred to as abnormal profit, is an economic term of profit exceeding the normal profit.
Normal profit:

· Normal profit equals the opportunity cost of labour and capital.
· The profit needed to keep a firm from switching its resources into the production of other goods and services.
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Perfect competition:

· A market structure where there are many firms.

· There is freedom of entry into the industry.

· All firms produce an identical product.

· all firms are price takers.

Monopoly:

· A market structure where there is only one firm in the industry.

· Monopolistic competition:

· A market structure where, like perfect competition there are many firms.

· Freedom of entry into the industry.

· Each firm produces a differentiated product.

· There is some control over the price of products.

Oligopoly:

· A market structure where there are few enough firms to enable barriers to be erected against the entry of new firms.

· Key features:

Barriers to entry

Interdependence of firms – Each firm will be attacked by its rival’s decisions. Like wise its decisions will affect its rivals. Firms recognize this interdependence. The recognition wills their decisions.

Market power:

· Benefits the powerful at the expense of others.

· When firms have market power over prices, they can use this to raise prices and profits above the perfectly competitive level.

· Other things being equal, the firm will gain at the expense of the consumer.

· Similarly, if consumers or workers have market power they can use this to their own benefit.

Market structures:

· There are four market structures under which firms operate. In ascending order of firm’s market power, they are:

1. Perfect competition

2. Monopolistic competition

3. Oligopoly

4. Monopoly 

· The market structure under which a firm operates affects its conduct, which in turn affects its performance.


· Features of the four market structures:
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Monopolistic competition:

· A market structure in which there are many sellers each producing a differentiated product. Each can set its own price and quantity, but is too small for that to matter for prices and quantities of other producers in the industry.

Perfect competition:

· A market condition where no buyer or seller has the economic power to alter or fix the price of a product or service. Perfect competition is characterized by a large number of buyers and sellers, all selling similar products or services, with free access to resources and easy market accessibility. It is the opposite of a monopoly or oligopoly.

· The short run under perfect competition:

The period during which there is too little time for new firms to enter the industry.

· The long run under perfect competition:

The period of time which is long enough for new firms to enter the industry.

Non collusive oligopoly:

· Where oligopolists have no agreement between themselves, formal, informal or tactic.

· Formal collusive:

This is an agreement called a cartel. The cartel will maximize the profits if it acts like a monopoly, if the member behaves as if they were single firms.

· Tactic collusion:

This is where firms keep to the price that is set by an established leader. The leader may be the largest firm, the firm that dominates the industry. This is known as dominant firm price leadership.

· Game theory:

The study of alternative strategies that oligopolists may choose, depending on assumptions about their rival’s behaviour. This was introduced by John Nash in 1951.

· Maximin: The strategy of choosing the policy, which worst possible outcome is least bad.

· Maximax: The strategy of choosing the policy that has the best possible outcomes.

· Dominant strategy game:

The same policy is suggested by different strategies.  

Oligopoly and the consumer:

· Advantages:

Incentive to develop new and better products.

Greater choice for consumers than under monopoly.

· Disadvantages:

Less scope for economies of scale than under monopoly.

More cost extensive advertising and other costly marketing.

Predatory pricing:

Selling prices below fair market value as a competitive weapon to drive competitors out of the market (fair being cost plus some reasonable profit margin).
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Downsizing:

Where firms reduce the size of their workforce in order to reduce costs and thereby increase profits.

Labour market trends:

· Shift from agricultural and manufacturing to service sector employment.

· Rise in part time employment.

· Rise in female participation rates.

· Rise in the proportion of workers employed on fixed term contracts, or on a temporary or casual basis.

Wage taker:

An employer or employee who is unable to influence the wage rate.

Perfect labour markets:

· Freedom of entry, No restrictions on the movement of labour and no barriers made by unions, professional associations or the government.

· Perfect knowledge, Workers are aware of what jobs are available at what wage rates and with what conditions of employment.

· Homogeneous labour, It is usually assumed that in perfect markets, workers of a given category are identical in terms of productivity, such as that it would be assumed that all bricklayers are equally skilled and motivated.

Market equilibrium:

· Wages rates and employment under perfect competition are determined by the interaction of the market demand and supply of labour.

· The situation where the supply of an item is exactly equal to its demand.

· The market price is determined by the interaction of market supply (producers) and market demand (consumers).

· The point at which the quantity demanded equals the quantity supplied is the equilibrium point. This point states the price of the good and the market quantity.

Marginal revenue product (MRP):

· The extra revenue a firm earns from employing one more unit of variable factor.

· Formula: MRP = MPP x MR

Wage determination in imperfect markets:

· Monopsony – A market with a single buyer or employer.

· Oligopsony – A market with just a few buyers or employers.

· Powers in labour markets – Many firms have the power to influence wage rates: they are not wage takers. This is one of the major types of labour market imperfection.

· Compensating wage differentials - higher pay can often be some reward for risk-taking in certain jobs, working in poor conditions and having to work unsocial hours.
· Equalising difference and human capital - wage differentials compensate workers for (opportunity and direct) costs of human capital acquisition. There is an opportunity cost in acquiring qualifications - measured by the current earnings foregone by staying in full or part-time education.  

· Different skill levels - the gap between poorly skilled and highly skilled workers gets wider each year. One reason is that the demand for skilled labour grows more quickly than the demand for semi-skilled workers. This pushes up average pay levels. 

· Differences in labour productivity and revenue creation - workers whose efficiency is highest and ability to generate revenue for a firm should be rewarded with higher pay. 

· Trade unions - unions might exercise their collective bargaining power to achieve a mark-up on wages compared to those of to non-union members.

· Employer discrimination is a factor that cannot be ignored.
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Social efficiency:

· Production and consumption at the point where marginal social benefit (MSB) = marginal social cost (MSC)

· Marginal social cost of producing or consuming any good or service exceed the marginal social benefits, then it is socially efficient to produce or consume less.

External benefits:

· Benefits from production or consumption experienced by people other than the producer or consumer.

External costs:

· Costs of production or consumption, by people other than the producer or consumer.

Social cost:

· Private cost plus externalities in production.

Social benefit:

· Private benefit plus externalities in consumption.

Public good:

· A good or service that has the features of non rivalry and non excludability, as a result would not be provided by the free market.

Non rivalry:

· The consumption of a good or service by one person will not prevent others from enjoying it.

Non excludability:

· It is not possible to provide a good or service to one person without it thereby being available to others to enjoy.

Consumer surplus:
· The excess of what a person would have been prepared to pay for a good such as the utility over what that person actually pays.

· The difference between total benefit and total expenditure.

Producer surplus:

· The excess of total revenue over total cost such as profit.

· Producer surplus (profit) is the difference between total revenue and total cost.

Deadweight welfare loss:

· The loss of consumer plus producer surplus in imperfect markets when compared with perfect competition.

Government intervention:

· Actions on the part of government that affect economic activity, resource allocation, and especially the voluntary decisions made through normal market exchanges. 

· Government intervention to set an artificially high price through the use of a price floor designed to aid producers.

· Price takers 

· Individuals who respond to rates and prices by acting as though prices have no influence on them.
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