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PREFACE

Business Communications (Coursebook) is a course for learners majoring in Economics
with at least an Upper-intermediate/Advanced level of English (CEFL B2) who need to
understand and express the key concepts of business and economics. Coursebook covers the
most important areas of management, production, marketing and macroeconomics.

The course objectives are:
»  To present learners with the language and concepts of business and economics
found in journals, newspapers and magazines, and on websites;
To develop their comprehension of business and economic terminology;
To foster language competencies in the fields of business and economics;
»  To provide opportunities to express business concepts both verbally and in
writing, by analyzing, criticizing and discussing ideas.
The chapters contain 3 components:

>
>

LEAD-IN part introduces the core issues of the economic concept under study by giving the
learners an opportunity to contemplate around these points, explore the Internet and
brainstorm them in groups.

INFORMATIVE READING gives an overview of a particular topic, introduces key concepts
with an abundant use of business-related vocabulary, a variety of comprehension and
discussion activities.

FOLLOW-UP activities include discussions of audio-video online materials, case studies
and presentations.

Coursebook is meant for both in class and individual learning and gives an opportunity to
develop economic and business knowledge and acquire professional language skills.



ITPEAVCJIOBUE

JlaHHbIH yueOHMK TIpeTHa3HaueH ISl CTYAEHTOB BY30B SKOHOMHYECKOH HAIPaBJIeHHOCTH,
BIIAJCIOIINX AHITIMHACKAM si3bIkoM Ha ypoBHe Upper-Intermediate/Advanced. CrpykrypHo,
Y4eOHHK COCTOMT W3 7 pa3/ielioB-ypOKOB, TEMAaTHYECKH COOTBETCTBYIOIINX MpOrpaMMe
JMCHUIUIMHBL  «JlenoBble KOMMYHHKAlmu». Kaxaslii M3 HHX BKIIOYAaeT HeaJaNnTHpOBaHHEIS
TEKCTBl TI0 ONpEIETIeHHONH TeMe, a Takke CIeNHalbHO pa3pabOTaHHBIC 3aJaHUSI W KEHCEHI,
MO3BOJIIOIINE 3aKPENUTh Marepuaj] ypoka U OTpa0doTaTb HaBBIKM aHaIHW3a TEKCTOB
9KOHOMHUYECKOTO COJCpKaHUs. 3aJaHusl W KeHChl NpeTHa3HadeHbl VIS JAETATBHOW OTpaboTKU
OTZENBHBIX JKOHOMHYECKHX IIOHSATHH, BOMPOCOB, TEHISHIMH M T.J. KeWchl crnocoOCTBYIOT
IITyOOKOMY OCMBICICHHMIO TPOYHTAHHOIO, YCBOGHHIO M  3aKPEIUICHHIO 3KOHOMHYECKOro
Matepuana. Ocoboe BHIMaHUE y/IENAeTCs TAKHM CJIOKHOCTSIM W34 eHUsI aHTJIMICKOTrO S3bIKa, KaK
MIPaBUIIBHOE YIIOTpeOIeHre ON3HEC TEPMUHOB U YCTOMYHMBBIX CIIOBOCOYETAHUH.

Lens y4yeOHWMKA - pa3BUTHE WHOS3BIYHBIX KOMMYHHKATHUBHBIX M 3KOHOMHYECKHX
KOMIICTEHIIMH B OOJNACTH YTEHHS M aHaIN3a NpO(ECCHOHANIBHON JHMTEpaTypbl, YCTHOH peud H
MPaBWIBHOTO BOCHPHATHS HHGOPMAIMM B IIPOLECCE JAENOBOro OOIIeHHsA. Y4YeOHHK CO3laH
LIEJICHAIIPABIICHHO IS CTYACHTOB YIPABIEHYECKHX U SKOHOMUYECKHUX CIEIUAIBHOCTEH BBICIIMX
y4eOHbIX 3aBelleHHH. VHTepecHble M pa3HOOOpa3HbIC IO COACPIKAHUIO 3aJaHusi B ydeOHHKE
MPEJICTABIIAIOT HOBOE IOKOJCHHE Y4EOHBIX KypPCOB, B TIOJHOM MEpEe YYMTBHIBAIOLIMX HHTEPECHI
COBPEMEHHBIX IKOHOMUCTOB U OM3HECMEHOB.

JlaHHBII Y4eOHMK peanu3yeT CHCTEMHBIH IMOAXOJ K Pa3BUTHIO PEUYEBBIX YMEHHIl M
HAaBBIKOB, HEOOXOAMMBIX [UId OOLIEHHS B pEaJbHBIX JKM3HEHHBIX CHTYAIMSAX, I'aPMOHHYHO
coyeTaeT MOC/IeHUE JOCTHKCHUS TEOPUH U IIPAKTUKHM TIPEIIOAABAHUS aHITIMHCKOrO SI3bIKA.

ABTOpaMH pa3JIeIoB TIIATENBHO M0A00PaHbl KOHTEKCT M MOCIIEA0BATENbHOCTD S3bIKOBBIX
CTPYKTYp, KOTOpBIE CHOCOOCTBYIOT CO3IaHHIO y OOYYalOIIMXCS AaJCKBATHOrO INOHMMAHMS W
YBEPEHHOCTH B OOLIEHHMH, OOecreunBas BOCIPHUATHE SKOHOMHYECKUX IIOHATHH M aJIeKBaTHYIO
KOMMYHHKAIIHIO Ha JISIOBOM aHTIHiCKOM. B yueOHHKe peann3yeTcss KOMMYHHKATHBHBIN TOXOJ
B OOy4eHHM sI3bIKY. B 3TOM pycie (opMHPYIOTCS HABBIKM peaan3allid KOMMYHHKaTUBHOW
KOMIICTEHLIMH, a TaKKe JIMHIBOCTPAHOBEAYECKHUE 3HAHUS, CHOCOOCTBYIOLIME PACLIMPEHHIO
[POCTPAHCTBA JIMYHOCTH, KOHTaKTOB JIOJEH C OKPYKAalOIMM MHPOM, B TOM YHCIE C JIIOJABMHU
JPYroi KYJIBTYpbl M HOCUTEIISIMH HHOCTPAHHOTO SI3bIKa, YCBOCHHE KOTOPBIX IIOMOT'aeT OBJIaIeBaTh
orpezieieHHOH HH(pOpMaluell 1 OCBaHBAaTh HOBYIO KYJbTYPY, KOTOpas CTAHOBHUTCS OJHM3KOU W
3HAYMUMOM JUIsE 00Y4AFOIIUXCSI.
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Chapter 1

Topics:

1.1 Management
1.2 Functions of Management
1.3 Work & Motivation

Good leaders recognize that if they're to build productive and highly successful teams, they
need to understand and look after the needs and well-being of team members.



Learning objectives

Define the manager’s role.
Identify the classic and latest functions of management.

List and explain the most important motivation theories.

LEAD-IN

» Insmall groups surf the Internet for information about the given
managers, then present to others in turn.

»  Which of these five managers do you find the most interesting or

impressive?
Bob Iger Mary Barra Tim Cook
Jack Ma Sheryl Sandberg

1.1 MANAGEMENT

Management is important. The success or failure of companies, public sector
institutions and services, not-for- profit organizations, sports teams, and so on,
often depends on the quality of their managers. But what do managers do? One
well-known classification of the tasks of a manager comes from Peter Drucker.
Drucker was an American business professor and consultant who is often
called like 'The Father of Modern Management'.

Drucker suggested that the work of a manager can be divided into five tasks:
planning (setting

objectives), -
organizing,
integrating (motivating - / \
and communicating), Controlling Functions ofa
measuring performance, Manager
and developing people. \ - /

B

ﬁmdu )




First of all, senior managers and directors set objectives, and decide how their
organization can achieve or accomplish them. This involves developing
strategies, plans and precise tactics, and allocating resources of people and
money.

Secondly, managers organize. They |, (-~ - &
analyze and classify the activities of the | £ = =
organization and the relations among them.
They divide the work into manageable
activities and then into individual tasks.
They select people to perform these tasks.

Thirdly, managers practise the social skills
of motivation and communication. They
also have to communicate objectives to the people responsible for attaining
them. They have to make the people who are responsible for performing
individual tasks form teams. They make decisions about pay and promotion. As
well as organizing and supervising the work of their subordinates, they have to
work with people in other areas and functions.

Fourthly, managers have to measure the performance of their staff, to see
whether the objectives or targets set for the organization as a whole and for
each individual member of it are being achieved.

Lastly, managers develop people - both their subordinates and themselves.

A company's top managers also have to consider the future, and modify or
change the organization's objectives when necessary, and introduce the
innovations that will allow the business to continue. Top managers also have to
manage a business's relations with customers, suppliers, distributors, bankers,
investors, neighbouring communities, public authorities, and so on, as well as
deal with any crisis that arises. Although the tasks of a manager can be
analyzed and classified in this fashion, management is not entirely scientific.
There are management skills that have to be learnt, but management is also a
human skill. Some people are good at it, and others are not. Some people will
be unable to put management techniques into practice. Others will have lots of
technique, but few good ideas. Excellent managers are quite rare.

9



Key words:

Allocate (v) - to use something for a particular purpose, give something to a
particular person etc., especially after an official decision has been made
Subordinate (n) - someone who has a lower position and less authority than
someone else in an organization

Performance (n) - how well or badly a person, company etc. does a particular

job or activity

Comprehension questions

1) What is the manager’s role?

2) What makes an effective manager?

3) What qualities do you consider the most important in management?

4) Who is a famous Management Guru?

5) Why is it necessary for a manager to perform 5 basic managerial tasks?

1.2 FUNCTIONS OF MANAGEMENT

Four classic functions of management: planning, organizing, leading, and
controlling.

Planning: running an organization is kind of like steering a ship on the ocean;
to get where you want to go, you’ve got to have a plan or a map-that tells you
where you’re headed. It’s the job of managers to develop the plans that
determine the goals an organization will pursue, the products and services it
will provide, how it will manufacture and deliver them, to whom, and at what
price. These plans include creating an organizational vision and mission and
specific tactics for achieving the organization’s goals.

Organizing: after managers develop their plans, they have to build an
organization that can put these plans into effect. Managers do this by designing
organizational structures to execute their plans (often building elaborate
organizational charts that divide an organization into divisions, departments,
and other parts and designate the people who reside in each position) and by
developing systems and processes to direct the allocation of human, financial,
and other resources.

10



Leading: managers are expected to lead their employees, that is, to motivate
them to achieve the organization’s goals-quickly and efficiently. Leadership is
considered by many to be the most important ingredient for a manager’s
success. Great leaders can make great things happen, inspiring their employees
to do extraordinary things and accomplish extraordinary goals.

Controlling: to accomplish their goals and the goals of the organization,
managers must establish performance standards based on the organization’s
goals and objectives, measure and report actual performance, compare the two,
and take corrective or preventive action as necessary.

While these classic functions are still valid, they do not tell the entire story.
Managers and workers are entering into a new kind of partnership that is
forming the basis of a new reality in the workplace.

Today’s managers are discovering that they cannot command an employee’s
best work; they can, however, create an environment that encourages
employees to want to do their best work. And workers are discovering that, if
they expect to survive the constant waves of change sweeping across businesses
of all types, they have to find ways to contribute in their organizations in ways
that they have never before been called on to do.

The new functions of management that tap into the potential of all employees
are:

Energize: today’s managers are masters of making things happen. The best
managers create far more energy than they consume. Successful managers
create compelling visions-visions that inspire employees to bring out their very
best performance-and they encourage their employees to act on these visions.

Empower: empowering employees doesn’t mean that you stop managing.
Empowering employees means giving them the tools and the authority to do
great work. Effective management is the leveraging of the efforts of your team
to a common purpose. When you let your employees do their jobs, you unleash
their creativity and commitment.

11



Support: today’s managers need to be coaches, counselors, and colleagues
instead of watchdogs or executioners. The key to developing a supportive
environment is the establishment of a climate of open communication
throughout the organization. Employees must be able to express their concerns-
truthfully and completely-without fear of retribution. Similarly, employees
must be able to make honest mistakes and be encouraged to learn from those
mistakes.

Communicate: communication is the lifeblood of every organization.
Information is power, and, as the speed of business continues to accelerate,
information-the right information-must be communicated to employees faster
than ever. Constant change and increasing turbulence in the business
environment necessitate more communication, not less-information that helps
employees better do their jobs, information on changes that can impact their
jobs, and information on opportunities and needs within the organization.

Key words:

Vision (Organizational) (n) - the knowledge and imagination that are needed
in planning for the future with a clear purpose.

Designate people (n) - to choose someone or something for a particular job or
purpose.

Business environment (n) - the people and things that are around you in your
life, for example the buildings you use, the people you live or work with, and
the general situation you are in.

Comprehension questions

1) What are the classic and new functions of management?

2) Which function is the most efficient? Why?

3) Why should managers follow these functions?

4) What other functions of management can you think of?

5) What are the advantages and disadvantages of management functions

12



LEAD-IN
» What kind of things motivates you? Set priorities and comment on

them.

O Appreciation O Career Plan

O Better Working Conditions Q Trust

O Fairness O Growth and Development

U Good Communication O Achievements

Q Job O Promotion

O Praise O Responsibility

O Recognition O Setting Clear Objectives

U Rewards O  Support

U Stability / Security O Training and Development

U Teamwork / Team Spirit / U Feeling your views are being
Team Success considered / listened to

U Being able to use initiative Others

1.3 WORK & MOTIVATION

In The Human Side of Enterprise, Douglas
McGregor outlined two opposing theories of
work and motivation. What he calls Theory
X is the rather pessimistic approach to
workers and working which assumes that
people are lazy and will avoid work and
responsibility if they can. Consequently,
workers have to be closely supervised and
controlled, and told what to do. They have to
be both threatened, for example with losing their job, and rewarded with
incentives, probably monetary ones such as a pay rise or bonuses. Theory X
assumes that most people are incapable of taking responsibility for themselves
and have to be looked after. It has traditionally been applied, for example, by
managers of factory workers in large-scale manufacturing.

13




Theory Y, on the contrary, assumes that most people have a psychological need
to work, and given the right conditions - job security, financial rewards - they
will be creative, ambitious and self-motivated by the satisfaction of doing a
good job. Theory Y is probably more applicable to skilled professionals and
what Peter Drucker called 'knowledge workers' - managers, specialists,
programmers, scientists, engineers - than people in unskilled jobs.

Self- Self-fulfillment
actualization: needs
ﬂz-www
including creative

Esteem needs:
prestige and feeling of accomplishment Psychological
needs

Belongingness and love needs:
intimate relationships, friends
Safety needs:
security, safety Basic
needs
food, water, warmth, rest

McGregor's two theories are based on Abraham Maslow's famous 'hierarchy of
needs'. Theory X relates to the basic, «lower order» needs at the bottom of the
hierarchy, such as financial security, while Theory Y relates to «higher order»
needs such as esteem (achievement, status and responsibility) and self-
actualization (personal growth and fulfilment) that can be pursued if basic
needs are satisfied.

McGregor is widely considered to have laid the foundations for the modern
people-centred view of management. However, Maslow spent a year studying a
Californian company that used Theory Y, and concluded that there are many
people who are not looking for responsibility and achievement at work. There
will always be people with little self-discipline, who need security, certainty
and protection against the burden of responsibility, so it is impossible to simply
replace the "authoritarian” Theory X with the "progressive" Theory Y.

14



Another well-known theorist of the psychology of work, Frederick Herzberg,
has argued that good working conditions are not sufficient to motivate people.
It is logical to suppose that things like good labour relations, good working
conditions, job security, good wages, and benefits such as sick pay, paid
holidays and a pension are incentives that motivate workers. But in The
Motivation to Work, Frederick Herzberg argued that such conditions - or
"hygiene factors" - do not in fact motivate workers. They are merely "satisfiers"
- or, more importantly, "dissatisfiers" where they do not exist. Workers who
have them take them for granted. As Herzberg put it, "A reward once given
becomes a right". "Motivators", on the contrary, include things such as having a
challenging and interesting job, recognition and responsibility, promotion, and
so on. Unless people are motivated, and want to do a good job, they will not
perform well.

However, there are and always will be plenty of boring, repetitive and
mechanical jobs, and lots of unskilled workers who have to do them. How can
managers motivate people in such jobs? One solution is to give them some
responsibilities, not as individuals but as part of a team. For example, some
supermarkets combine office staff, the people who fill the shelves, and the
people who work on the checkout tills into a team and let them decide what
product lines to stock, how to display them, and so on. Other employers
encourage job rotation, as doing four different repetitive jobs a day is better
than doing only one.

Many people now talk about the importance of a company's shared values or
corporate culture, with which all the staff can identify: for example being the
best hotel chain, or hamburger restaurant chain, or airline, or making the best,
safest, most user-friendly, most ecological or most reliable products in a
particular field.

Key words:

Motivation (n) - eagerness and willingness to do something without needing to
be told or forced to do it

Incentives (n) - something which is used to encourage people to do something,
especially to make them work harder, produce more or spend more money. Job
security (n) - being confident that you are unlikely to lose your job.

15



Comprehension questions

1) What is Theory X and Theory Y?

2) Why do employees have to be closely controlled?

3) Why did Maslow criticize Theory Y?

4) What would you do to try to motivate subordinates who did not want to take
responsibilities at work, and who had uninteresting, repetitive jobs?

5) What are the «satisfiers» and «motivators» according to Frederick Herzberg?

ACTIVITY BANK: MANAGEMENT; WORK AND MOTIVATION

1. Insert the suitable words into the gaps.

communication confrontations career put off a

shock tackling criticizing to state

Managers do not want to leave the other person depressed about what they have
told them. They sometimes tell themselves things which they realize are not
true. Most managers hate 1 and are unsure of how to handle them
when they need to. In consequence, unpleasant situations become something to
be postponed indefinitely. Most of us 2 warning people, reprimanding
people or firing people for far longer than we should. We invent rationalizations
we know to be unreal. We wait to be chivvied by our bosses into 3
unpleasant situations. If you never have to be chivvied, you’ll

create an excellent impression that can benefit your 4 . Managers should
decide what they want to achieve from talking to the other person. They should
be careful not to talk nonsense when 5 the other person. There are good
ways of handling confrontations. Firstly, control your non-verbal 6

Without minimizing the seriousness of the situation, smile as often as possible.
Secondly, start with a simple statement. And thirdly, seek agreement. Without
bulling, try hard to get the person 7 his or her agreement to what you
have been saying. Someone who is unwilling to agree in your presence will
most likely be harbouring resentments. Of course, some of the above are
unnecessary, indeed irrelevant, if the other person is being fired. However
much they may have been anticipating it, being fired always comes as
8 :

16




2. Translate the phrases into your own native language.
1) the human side of enterprise

2) to closely supervise and control
3) to reward with incentive

4) large-scale manufacturing

5) job security

6) financial reward

7) hierarchy of needs

8) modern people-centred view of management
9) esteem needs

10) self-actualization needs

11) love and belonging needs

12) safety needs

13) physiological needs

14) good labour relations

15) sick pay

16) hygiene factor

17) challenging jobs

18) office staff

19) to encourage job rotation

20) repetitive jobs

21) company’s shared values

3. Insert the suitable words into the gaps.

satisfaction repetitive subordinates dissatisfied earn satisfy

demotivated attempt

The money that people 1 from working may be used to 2 the
physiological and safety needs but it may not satisfy the higher needs. Money
alone cannot bring this 3 . It is important to examine how companies can
4 to satisfy these higher needs. If they don’t attempt to do this, the
workforce may become 5 and 6 . Itis the job of a manager to try
and make sure that his 7 feel fulfilled at work. In situations where this is
difficult to achieve, as in dull, 8 work, higher pay is very important

and workers may be forced to find satisfaction outside their work.

17




READING

1. While reading the text find the proofs that management is not only a
science but also an art.

2. Read the article. The following sentences have been taken out of the
text. Where do you think they should go? Fill in the gaps.

1. ... to become and remain effective.

2. ... will produce higher profits.

3. Nevertheless ...

4. ... will probably continue to function as both an art and science
5. ... is a prime requirement for a manager

6. Accordingly ...

7. ... to accomplish the work of their business.

8. Basically ...

9. ... to certain orderly principles.

Management: an Art or a Science?

Management as both Art and Science It has been clear from the emergence of
modern business that effective management a) .

b) , managers have been highly motivated to
understand the nature of their job and to improve their performance. The goal
of management is to integrate the diverse elements of a business — people,
machinery, money, buildings and raw materials — and direct them toward a
common purpose. To do this well, a manager must combine the intuitive
abilities of art with the rational methods of science. The field of management
that includes the study and use of mathematical models and statistical methods
to improve the effectiveness of managerial decision making is called
management science.
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Clearly, management is a difficult job. One factor that makes it difficult is that
that the work situation — employees, technology, competition, and cost —
constantly changes. All of the functions a manager must perform require
dedication, persistence, intelligence, the ability to deal with concepts as well as
details, and the willingness to accept stress and responsibility. Particularly in
the modern world, where business operations are becoming increasingly
complex, a manager must consciously develop his or her personal qualities,
professional skills, and business knowledge c)
An effective manager must develop and apply such qualities and skills as
innovation, decision making, leadership, communication, and motivation.
Managers must try to find new and better ways d)
Being a manager requires a high level of innovation, or creativity to formulate
new techniques, products, and approaches to business problems. Decision
making is the process of selecting an alternative course of action that will solve
a problem. The capacity for decision making, often with data that is incomplete
or of doubtful exactness, e) . To produce a truly effective
organization, a manager must also use leadership, which can be defined as the
ability to influence the attitudes and behaviour of others through skill in
personal relations and without the use of force. Nearly everything a manager
does is accomplished through other people. Although psychology and sociology
are making progress in describing human behaviour scientifically, most facets
of personal interactions remain unclear. f) :

successful personal interactions in a business setting are dependent on the
sensitivity of a manager. Intuition and sensitivity are also useful in the many
business decisions that must be made with incomplete data. If an executive
must decide whether to introduce new producthe or she will have a variety of
data and the opinions of others. g) , much even most, of
the relevant data will not be available. In order to make decisions, experienced
executives must have a feel for the market and for the behaviour of the
consumers. Rational and quantitative approaches are becoming even more
common and successful in business. These scientific aspects of management
stress the use of data gathered and measured according h)
These methods are widely used not only in production and distribution, but also
in the people oriented management functions, such as supervision and sales. In
spite of the growing importance of these techniques, however management

i)
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3. Answer the questions to the text.

1. What is the goal of management?

2. What is managerial science?

3. By what means can a manager become and remain effective?

4. What is creativity in managerial work?

5. Nearly everything a manager does is accomplished through other people,
isn‘t it?

6. What does ‘sensitivity of a manager’ mean?

7. In which cases does a manager use intuition?

4. What do you think? Express your opinion.

1. To be successful a manager must combine the intuitive abilities of art with
the rational methods of science.

2. Management is a difficult job.

3. Of all skills personal skills are the most important for a manager.

4. Being a manager requires a high level of innovation.

5. The capacity for decision making is a prime requirement for a manager.

6. It‘s no use to the study mathematical models and statistical methods to
improve the effectiveness of business.

7. Management is both art and science.

Lean more online

» Explore the video: Definition of Management

https://www.youtube.com/watch?v=_ OBqwhYLEJo

» Present the concept of Management in a group.
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Chapter 2

Topics:

2.1 Company Structure
2.2 Organisational culture
2.3 Managing across cultures




Learning objectives

1. Talk about modern company structures and their
differences.
2. Explain the concept of globalization and define the most

vivid cultural differences in international management.

LEAD-IN

» Which department-production, finance, accounting, marketing, sales,
human resources, etc. - of an organization do you think is the most
interesting to work in? Why?

» Is it better to have one immediate boss or to work for more than one
manager? Give reasons.

» Do you prefer to work alone or in a team? Why?

2.1 COMPANY STRUCTURE

The Chain of Command

Traditionally, organizations have had
a hierarchical or pyramidal structure,
with one person or a group of people
at the top, and an increasing number
of people below them at each
successive level. This is sometimes
called line structure. There is a clear
chain of command running down the
pyramid. All the people in the
organization know what decisions
they are able to make, who their line
manager (or boss) is (to whom they © Can Stock Photo - csp6331205

report), and who their immediate subordinates are (over whom they have line

authority, and can give instructions to).




Functional Structure

Board of Directors

[

CEO
Sales & Human Research &
Marketing Production Resources Finance Development Purchasing
Component Management
[ Phetd Seles Force Manufacture Accounting
N E-commerce & Product Financial

Direct Sales Assembly Accounting

L, Customer Quality

Service Control
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Yet the activities of most organizations are too complicated to be organized in a
single hierarchy. Most large manufacturing companies, for example, have a
functional structure, including, among others, specialized production, finance,
marketing, sales, and human resources departments. This means, for instance,
that the production and marketing departments cannot take financial decisions
without consulting the finance department. Large organizations making a range
of products are often further divided into separate operating divisions.

A disadvantage of functional organization is that people are often more
concerned with the success of their own department than that of the company as
a whole, so there are permanent conflicts between, say, finance and marketing
or marketing and production over what the objectives are.

Flattening hierarchies and delegating responsibility

A problem with very hierarchical organizations is that people at lower levels
can't take important decisions, but have to pass on responsibility to their boss.
However, the modern tendency is to reduce the chain of command, take out
layers of management, and make the organization much flatter. Advanced IT
systems have reduced the need for administrative staff and enabled companies
to remove layers of workers from the structure.
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Many companies have also been forced to cut back and eliminate jobs in
recessions. Typically, the owners of small firms want to keep as much control
over their business as possible, whereas managers in larger businesses who
want to motivate their staff often delegate decision making and
responsibilities to other people.

Matrix management

Another way to get round hierarchies is to use matrix management, in which
people report to more than one superior. For example, a product manager with
an idea could deal directly with the managers responsible for a certain market
segment and for a geographical region, as well as managers in the finance,
sales and production departments can become quite complex, so it is
sometimes necessary to give one department priority in decision making.

Teams

A further possibility is to have wholly autonomous, temporary groups or
teams that are responsible for an entire project, and are split up as soon as it is
successfully completed. But teams are not always very good at decision
making, and usually require a strong leader.

Key words:

Hierarchical (adj) - if a system, organization etc. is hierarchical, people or
things are divided into levels of importance; hierarchical
structure/organization/system

Functional structure (n) - connected with the purpose for which something is
made or used, or with the job that someone does

Matrix structure (n) - an arrangement in which some employees are
responsible to managers in two or more different departments in an
organization

Comprehension questions

1) What is the main advantage of a chain of command?

2) Why is it not usually possible to organize a large organization in a single
hierarchy?

3) What factors might lead companies to flatten their hierarchies?

4) What kind of managers might not want to delegate decision making?

5) What is the potential disadvantage of matrix management systems?

24



2.2 ORGANISATIONAL CULTURE

The values and behaviors that contribute to the unique social and psychological
environment of an organization form the organizational culture.

Organizational culture includes an organization's expectations, experiences,
philosophy, and values that hold it together, and is expressed in its self-image,
inner workings, interactions with the outside world, and future expectations. It
is based on shared attitudes, beliefs, customs, and written and unwritten rules
that have been developed over time and are considered valid. Also called
corporate culture, it's shown in

the ways the organization conducts its business, treats its employees,
customers, and the wider community,
the extent to which freedom is allowed in decision making, developing
new ideas, and personal expression,

how power and information flow through its hierarchy,

how committed employees are towards collective objectives.

Organizational culture affects the organization's productivity and performance,
and provides guidelines on customer care and service, product quality and
safety, attendance and punctuality, and concern for the environment. It also
extends to production-methods, marketing and advertising practices, and to new
product creation. Organizational culture is unique for every organization and
one of the hardest things to change.

Key words:

Culture (n) - the attitudes or beliefs that are shared by a particular group of
people or in a particular organization

Unwritten (adj) - an unwritten rule, law, agreement etc is one that everyone
knows about although it is not official, e.g. unwritten rules of social behaviour

Performance (n) - the degree to which a company, investment, financial
market etc is profitable
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Comprehension questions

How can you define an organizational culture?

What are the constituents of a corporate culture?

Why is the organisational culture so important?

How does it differ from conmpany to company?

Who is responsible for creating a healthy corporate culture?

gk~ wbdE

2.3 MANAGING ACROSS CULTURES

Managing a global
multinational company
would obviously be much
simpler if it required only

one set of corporate
objectives, goals, policies,
practices, products and

services. But local
differences - cultural habits,

beliefs and principles specific to each country or market - often make this
impossible. The conflict between globalization and localization has led to the
invention of the word 'glocalization’. Companies that want to be successful in
foreign markets have to be aware of the local cultural characteristics that affect
the way business is done.

Richard Lewis a well-known author in the field of cross-cultural
communication has classified different cultures according to three «poles»
representing different types of behaviour, Businesspeople in «linear-active»
cultures such as Britain, the USA and Germany are generally organized and
rational, try to act logically rather than emotionally, plan in advance, and like to
do one thing at a time. They believe in respecting rules, regulations and
contracts, and so are what the Dutch theorist Fons Trompenaars calls
«universalists» - they think rules apply to everybody. They are not afraid of
confrontation but will compromise when necessary to achieve a deal. They are
essentially individualists.



‘Multi-active cultures’ in Southern Europe, Latin America and Africa attach
more importance to feelings, emotions and intuition, and relationships and
connections. People like to do many things at the same time; they are flexible,
good at changing plans and happy to improvise. They believe in social or
company hierarchy, and respect status. They are essentially collectivists, and
also what Trompenaars calls ‘particularists’ - they believe that personal
relationships and friendships should take precedence over rules and regulations.

People in ‘reactive cultures’ in Asia prefer to listen to and establish the other's
position, and then react to it. They try to avoid confrontation, and don't want to
‘lose face’ or cause someone else to. They rarely interrupt speakers and often
avoid eye contact. They try to formulate approaches which suit both parties.

Other countries have cultures which show combined characteristics of two of
these poles, and can be represented along the sides of a triangle.

Key words:

Glocalization (n) - the idea that companies should think globally, but use
methods in each particular place that are suited to it

Cross-cultural communication (n) - belonging to or involving two or more
different societies, countries, or cultures — multicultural

Corporate objectives (n) - something that you are trying hard to achieve,

especially in business or politics

Comprehension questions

1) Why is it important for companies to be aware of local cultures?

2) What are the differences between individualists and collectivists?

3) Who is more likely to think: «I’ll let them speak first»?

4) Who is more likely to say: «Oh, you can’t trust them; they wouldn’t even
help a friend»?

5) Who is more likely to say about other people: «They can’t be trusted because

they will always help their friends or family» - universalists or particularists?
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ACTIVITY BANK: COMPANY STRUCTURE

1. Insert the suitable words into the gaps

performed delegating distinguish take complicated carry out authority

level departments activities describe

In—hHcinece Aarpanizatinon—cotrietiira meance—tha rolatinnchine hahavoon nocitinone
M UuUsSITcos, vrgyarinzatvlt strutturcimcdris it ToTatiutistinys UCvvTTTT PJUSTUIUTIS
and people who hold the positions. First of all we should 1 between

the organizing function and organizing structure. The organizing function is the
process of breaking down the overall task into small jobs along with delegated

2 to do those jobs and, then putting them back together in units, or
3 , of an optimal size according to some consistent bases. Thus we
can 4 the organizing function as dividing task into jobs,

5 authority, determining appropriate bases for departmentalizing
jobs, and deciding the optimal number of jobs in a particular department. The
6 of most companies are too 7 to be organized in a

single hierarchy. Shortly before the First World War, the French industrialist
Henry Fayol organized his coal-mining business according to the functions that
ithad to 8 . He is generally credited with inventing functional
organization, including (among others) production, finance, marketing, sales,
and personnel or staff departments. The functional type of organization
structure reflects an arrangement based on the nature of the activities that must
be 9 . Related activities are grouped together in the functional areas
with which they are most clearly identified. The chief executive of each area
occupies a position on the second 10 of the organization and
generally has the title Vice-President. This means, for example, that the
production and marketing departments cannot 11 financial
decisions without consulting the finance department. The functional structure
allows for coordination of related activities, thereby reducing the risk of empire
building by specialized areas and resulting in greater efficiency.
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2. Role Play “Company Presentation”

Trade fairs are opportunities for individuals and companies to make contacts
with potential customers and other professionals in the industry. While many
companies hope to sign up orders for goods, most are happy to improve
consumer awareness of the company and to promote the corporate image.

You are at a trade fair. Introduce your company to someone who visits your
stand. Then ask the other person about his/her company. Ask about:
company name, turnover, markets, sales growth
name/location of a subsidiary
number of employees
company structure and policy
if the company was recently involved in a major takeover.
Note: You may come up with your own ideas as well.

3. Match up the following words and definitions.

collectivist / compromise / confrontation /
connections eye contact / glocalization / improvise /
interrupt / intuition / logic / lose face/ status

A an invented word combining worldwide and regional concerns

B thought based on reason and judgment rather than feelings and

emotions

C a face-to-face disagreement or argument

D reducing demands or changing opinions in order to agree

E understanding or knowing without consciously using reason

F people of influence or importance with whom you are associated

G to do something when necessary without having already planned it

H respect, prestige or importance given to someone

I believing that the group is more important than the individual

J to be humiliated or disrespected in public

K to cut into someone else’s turn to speak

L looking directly at the people you are talking or listening to
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4. Insert the suitable words into the gaps.

innovative / multi-cultural / creates / expand diversity / basis / applies / areas
diverse / goal / advantage

Cross cultural teamwork is going to increase as businesses 1 ona
more global scale meaning that people from 2 ____ backgrounds interact
on aregular 3 as a team. Many large corporations have clients with
whom they work across multiple countries and these clients look for integrated
global solutions. In such a scenario the cross cultural team has a definite
4 in being able to understand the needs of their clients better. The
key to making the 5 team work well, is focusing on the objectives
of the team. The objective is the main output that a cross cultural team can
potentially deliver. Team output is usually better when there is 6

of experience among the team players. This 7 to any team output,
whether or not multicultural. The chances of drawing out 8

thinking get amplified when there is diversity. This is the factor that works in
favour of cross cultural teams. The problems and conflicts are certainly going to
be there just as one would have conflicts and problems within teams who
belong to the same market. Preemptive measures in 9 like
communication, information sharing, motivation drivers, and group dynamics
are called for to assist in the cross cultural team process. The 10

should be to try and build on the strengths of such cross cultural teams,
minimize conflicts, and diffuse the occasional miscommunication that diversity
11

Lean more online
> Explore the video: What strategies and methods are highlighted?
Multi-cultural team management:

https://www.youtube.com/watch?v=9-wxCH287Ws

> Prepare a group project: Cultural Differences in Management
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Chapter 3

Topics:

3.1 Recruitment & Selection
3.2 Women in Business
3.3 Business Ethics

EMPLOYEE

INTERVIEW

SKILL

SEARCH
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Learning objectives

1. List the main stages in the recruitment and selection
process.

2. Talk about women’s’ managerial positions in today’s
world.

3. Define business ethics and talk about social

responsibility.
LEAD-IN

» What is the purpose of a business, in your opinion? Is it just to make
money?
» What do you understand by these phrases?
o business ethics
o acode of good practice
o amission statement
» Should mission statements include statements about ethics?
» Rank the professions below according to how ethical you think they
are:

Q Accountant O civil servant

U lawyer O police officer

U banker O estate agent

O nurse O teacher

O carsales U executive

U journalist O dentist

O taxidriver O construction worker

Discuss the list of unethical activities. In your opinion, which are the
worst? Are any common in your country?

a) Avoiding paying tax.

b) Claiming extra expenses.

c) Using work facilities for private purposes (for example, personal phone

calls).

d) Accepting praise for someone else‘s ideas or work.

e) Selling a defective product (for example, a second-hand car).

) Using your influence to get jobs for relatives (nepotism).

g) Giving good references to people you want to get rid of.

h) Employing people illegally.
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3.1 RECRUITMENT & SELECTION

Recruitment and Selection Process

The process of finding people for particular jobs is recruitment or hiring
(USA). Someone who has been recruited is a recruit or a hire. The company
employs or hires them; they join the

company. The recruitment and selection

process is one of the most important N OF ’ f\f

aspects of running new and established EPRLI‘

businesses alike. The right employees

can take your business to new heights.

The wrong ones can hurt business by

missing sales, turning customers off and L N
creating a toxic workplace environment.

Sourcing Candidates

This is the first step in the recruitment and selection process. Sourcing
candidates means using a variety of methods to find suitable candidates for job
vacancies. Sourcing can be done via online advertising on job and career sites
or professional networking and participation in trade associations. Another
creative sourcing technique employment specialists utilize is monitoring
employment changes at industry competitors to recruit applicants familiar with
the same type of business you are operating. Companies also use outside
recruiters, recruitment agencies or employment agencies. Outside specialists,
called headhunters, may be called on to headhunt for very important jobs,
persuading them to leave the orgnaisations they already work for.

Tracking Applicants

The next steps in the recruitment and selection process are tracking applicants
and applications and reviewing resumes. Applicant tracking systems (ATS) are
becoming extremely helpful to employers, and this technology aids in the
management of job vacancies and applications for every open position.
Employment specialists use ATSs to review applications and resumes.
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You or your employment specialist or assistant can then decide which
applicants to interview. An ATS can be developed for organizations of any size,
including small businesses. With some ATSs, applicants can track their
application status, too.

Preliminary Phone Interview

Conducting a preliminary phone interview is essential for obtaining information
about the applicant's background, work history and experience. The objective of
this phone call is to determine whether or not the applicant has the requisite
skills and qualifications for the job vacancy. Initial discussions will reveal those
applicants who obviously do not meet the minimum requirements for the job.
After the phone interview, you'll be able to narrow the field of applicants to
send for consideration by the hiring manager. Or, if you will be doing the
hiring, you may ask your assistant to arrange in-person interviews with the
applicants you have selected. The advantage of having one person arrange all
the interviews is that all candidates will receive the same information.

Face-to-Face Interview and Selection

The interview is the most important step in the recruitment process. Therefore,
it's important to prepare for the interview in advance. For each skill required for
the job, prepare one or two questions that will tell you if the applicant has this
skill. By asking the same questions of all applicants, you can compare them
more easily later. Make notes on their resumes in advance of any issues you
want to clarify. During the interview, make notes as well so you will remember
the candidates. After all interviews have been conducted, narrow/ shortlist the
field of candidates by removing the resumes of those who don't have the needed
qualifications. You may want to conduct an additional interview of the finalists,
or perhaps send them on to colleagues to interview for a second opinion.

Extending an Employment Offer

Once you have decided which candidate is most suitable for the job vacancy,
it's time to make the job offer. You'll also inform the candidate of pre-
employment matters, such as background inquiries, drug tests, licensing
information or any other tests or information you require.
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When recruiting for positions where you negotiate the terms of employment,
compensation and benefits, and other issues, a draft employment offer may
change hands back and forth from you to the candidate until both are in
agreement. An employment offer should always be in writing to document the
terms of your agreement with your prospective employee.

Key words:

Recruitment agency (n) - a business that works for organizations to find
people for jobs when the organizations need them

Workplace (environment) (n) - the room, building etc. where you work Offer
(employment) (n) - a statement saying that you are willing to do something for
someone or give them something

Comprehension questions

1. Define the Recruitment & Selection process. Why is it vital for companies?

2. What is meant by the 1%t step — ‘sourcing candidates’?
3. How does the ‘tracking applicants’ process work?
4. Why is it important to conduct first ‘preliminary phone interview’ and then

‘face-to-face interview’?
5. How should ‘the employment offer’ be conducted?

3.2 WOMEN IN BUSINESS

Women who apply for jobs in
middle or senior management |
have a higher success rate than often viewed as costly.
men,  according to  an [EESEISUCISEEIRe)
employment survey. But of [ much
course far fewer of them apply i
for these positions. The study, by
recruitment consultants NB
Selection, shows that while one in six men who appear on interview shortlists
get jobs, the figure rises to one in four for women. The study concentrated on
applications for management positions in the $ 110,000 salary range and found
that women are more successful than men in both the private and public sectors.
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Dr. Elisabeth Marx from London-based NB Selection described the findings as
encouraging for women, in that they send a positive message to them to apply
for interesting management positions. But she added: “We should not lose sight
of the fact that significantly fewer women apply for senior positions in
comparison with men.”

Reasons for higher success rates among women are difficult to see. One
explanation suggested is that if a woman candidate manages to get on a
shortlist, then she has probably already proved herself to be exceptional
candidate. Dr. Marx said that when women apply for positions they tend to be
better qualified than their male counterparts but are more selective and
conservative in their job research. Women tend to research thoroughly before
applying for positions or attending interviews. Men, on the other hand, seem to
rely on their ability to sell themselves and to convince employers that any
shortcomings they have will not prevent them from doing a good job.

Managerial and executive progress made by women is confirmed by the annual
survey of boards of directors carried out by Korn International. This year the
survey shows a doubling of the number of women serving as non-executive
directors compared with the previous year. However, progress remains
painfully slow and there were still only 18 posts filled by women out of total of
354 non-executive positions surveyed. Hilary Sears, a partner with Korn
International, said: “Women have raised the level of grades we are employed in
but we have still not broken through barriers to the top.”

In Europe a recent feature of corporate life in the recession has been the de-
layering of management structures. Sears said that this has halted progress for
women in as much as de-layering has

taken place either where women are

working or in layers they aspire to.

Sears also noted a positive trend from

the recession, which has been the

growing number of women who have

started up on their own.
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In business as a whole, there are a number of factors encouraging the prospect
of greater equality in the workforce. Demographic trends suggest that the
number of women going into employment is steadily increasing. In addition a
far greater number of women are now passing through higher education,
making them better qualified to move into management positions.

Organisations such as the European Women's Management Development
Network provide a range of opportunities for women to enhance their skills and
contacts. Through a series of both pan-European and national workshops and
conferences the barriers in women employment are being broken down.
However, Ariane Berthoin Antal, director of the International Institute for
Organisational Change of Archamps in France, said that there is only anecdotal
evidence of changes in recruitment patterns. And she said: “It's still so hard for
women to even get onto shortlists - there are so many hurdles and barriers.
‘Antal agreed that there have been some positive signs but said: ‘Until there is a
belief among employers, until they value the difference, nothing will change.”

Key words:

Survey (n) - a set of questions that you ask a large number of people in order to
find out about their opinions or behavior

Shortlist (n) - a list of the most suitable people for a job or a prize, chosen from
all the people who were first considered.

Managerial (progress) (adj) - connected with the job of being a manager.

Comprehension questions

1) What factors in business life suggest better chances for women?

2) What does the annual employment survey show?

3) What things slow down the progressive changes in women’s employment?
4) Why are success rates among women difficult to see?

5) What opportunities do women have to enhance their management skills

and contacts?
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N
Ethics is difficult to define in a precise UuSINess { ICS

way. In a general sense, ethics is the [ElCRIeTelatoTIARY
code of r;]]oril Erin.ciples a:cnd values that v Commitment
overn the behaviours of a person or
group with respect to what ilso right or A Quah{H
wrong. The source of these principles v Rehabdl{g
and values may be tradition, religion, or
reasoned judgments about what is best for the individual and society as a
whole. Ethics sets standards as to what is good or bad in conduct and decision-
making. An ethical issue is present in a situation when the actions of a person
or organization may harm or benefit others. Business ethics is the group of rules
of conduct applied specifically to business activities.

Ethics is not the same as law. Many ethical beliefs are formally reinforced by
law, but many are not. In practice, ethics is expressed and felt as a combination
of pressures that direct one to take or not to take certain actions. Decisions must
be acceptable to many different elements of society. An ethically acceptable
decision is both legally and morally acceptable to the larger community. Social
responsibility is management’s obligation to make decisions and take actions
that will contribute to the welfare and interests of society as well as to the
organisation’s. Total corporate social responsibility can be subdivided into four
criteria — economic, legal, ethical, and discretionary responsibilities.

Economic responsibilities: The business institution is the basic economic unit
of society. Its responsibility is to produce goods and services that society wants
and to maximize profits for its owners and shareholders. Legal responsibilities:
Businesses are expected to fulfill their economic goals within the legal
framework. Ethical responsibilities: To be ethical, organization decision
makers should act with equity, fairness, and impartiality, respect the rights of
individuals, and provide different treatment of individuals only when relevant
to the organisation’s goals and tasks. Discretionary/Optional responsibilities: It
is purely voluntary and guided by a company’s desire to make social
contributions not mandated by economics, law, or ethics.
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Because ethical standards are not codified, disagreements and dilemmas about
proper behaviour often occur. An ethical dilemma arises in a situation when
each alternative choice or behaviour is undesirable because of potentially
harmful ethical consequences. Right or wrong cannot be clearly identified.

Most ethical dilemmas
involve a conflict between

T H E R E: IS the individual versus the
RIGHT organization,  or  the

NO i \ 1T WAY organization versus society

TO DO as a whole. The individual

A W RO N G TH I N G whg m.ust take ap e.thicgl
. choice in an organization is

the moral agent. Most

people believe that
individuals make ethical choices because of individual integrity, which is true,
but it is not the whole story. The values held in the larger organisation also
shape ethical behaviour. Personal needs, family influence, and religious
background all shape a manager’s value system. Corporate culture can exert a
powerful influence on behaviour in organizations.

In most companies, employees believe that if they do not go along with the
ethical values expressed, their jobs will be in jeopardy or they will not fit in.
Managers must take active steps to ensure that the company stays on an ethical
footing.

Management methods for helping organizations be more responsible include
leadership by example, codes of ethics, ethical structures, and supporting
whistle-blowers. Leadership by example: The chief executive officer and senior
managers must give constant leadership in renewing the ethical values of the
organization. Codes of ethics: They state the values or behaviours that are
expected and those that will not be tolerated, backed up by management‘s
action. Ethical structures: They represent the various systems, positions, and
programmes a company can undertake to implement ethical behaviour. Whistle-
blowing: Employee disclosure of illegal, immoral, or illegitimate practices on
the employer‘s part is called whistle-blowing. Whistle-blowers must be
protected if this is to be an effective ethical safeguard; otherwise, they will
suffer and the company may continue its unethical or illegal activities.
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Key words:

Ethics (n) - moral rules or principles of behaviour that should guide members
of a profession or organization and make them deal honestly and fairly with
each other and with their customers

Social responsibility (n) - the idea that a company’s role is not just about
producing goods, but that it has a duty to help people in society and protect the
environment

Discretionary (adj) - not controlled by strict rules, but decided on by someone

in a position of authority: discretionary award/grant/fund etc.

Comprehension questions

1. What is ethics? What is there in common between law and ethics? What
is the difference?

2. What is an ethically acceptable decision?

3. What is social responsibility? What are the criteria of total corporate
social responsibility?

4. Why do most ethical dilemmas involve a conflict?

5. What do individuals rely on to make ethical choices?

6. Which methods are used to help organizations be more responsible?

What are they?

ACTIVITY BANK

1. Insert the suitable words into the gaps

recruitment vacancy a profile interviews internal a job description
skills a list of candidates standard agency recruitment process
advertisements

Inorder  tofill akey 1 , a company will usually follow the same

2 procedure. First, it will produce 3 ,then it produces
4 of an ideal candidate, which is a list of 5 , experience,

attributes and so on. Having produced this profile, the company should then
decide on the best 6 method to get a candidate with this profile.
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This might be an 7 advertisement or an advertisement in a newspaper,

on the Internet, even an 8 or perhaps a headhunter. After the 9
are placed or the headhunter contacted, 10 will then be drawn up to be
put through the company’s 11 . This might be 12 :

psychometric tests or even handwriting analysis. This should produce the ideal
candidate for the company.

2. Insert the suitable words into the gaps

flexibility manage challenge aware make corporate board
priorities pool totrust critically

Nowadays we can see that the greatest 1 to women in business is having
access to the opportunities, to fill positions, to contract opportunities, to open
2 seats. Women, who are successful, need to do more to let other
women know when they’re 3 of opportunities. It’s only fair that
women be in the 4 in relevant numbers. The crucial issue for
businesswomen is the balance between their business and their family life.
Many women believe that being a boss may give them some 5 as they
themselves are able to decide what the 6 are. However, when a woman
has her own business, clients are 7 important, and sometimes she has
to 8 difficult decisions, like to not attend her child’s school event, or
whatever. somehow, businesswomen 9 to survive. The key thing to be
prosperous for a woman is 10 her instincts.

3 A. Study the meaning of the following easily confused words.

v’ ethics (n.): the study of moral standards and how they affect conduct
(takes a singular verb), and a system of moral principles governing the
appropriate conduct for an individual or group (takes a plural verb).

v’ ethical (adj.): consistent with agreed and more objectively defined
principles of correct moral conduct (e.g. the conduct of doctors,
lawyers, and people in business).

v" moral (adj.): suggests a rather subjective code of right and wrong.

v morale (n.): the general level of confidence or optimism felt by a person
or group of people, especially as it affects discipline and willingness.
Morals (n. pl.): principles of right and wrong as they govern standards
of general or sexual behaviour.
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3 B. Complete the following sentences with the appropriate word from the
list below.

ethics / ethical / moral / morale / morals

1. The whole issue of ____ is a very complex one as we are all different and
belong to different cultures and nationalities. 2. As a result of their training in a
highly __ family, the children were brought up with a strong sense of
responsibility. 3. I always knew she was a person withno . 4. Ican‘t leave
her in such a deplorable situation. Thisismy __ duty to give her my hand. 5.
Nowadays we are witnessing a great depreciation of the standard of
_____among the people. 6. Christianity can never be reduced to a mere code of
. 7.____inthe modern society is at rock bottom. 8. Nowadays we observe

a complete dissolution of the principles by which society coheres.

4. Use the words given in capitals at the end of each line to form a
word that fits in the space in the same line.

1. Legal documents give the present ... a legitimate hold on the property.
OWN

2. The criterion of repeatability of experiments is not ... . FULFILMENT

3. Jim's father was respected for his ... . FAIR

4. So take a long, hard look at your ... to the company before you go throwing
around ultimatums. CONTRIBUTE

5. Where the employee refuses suitable ... employment unreasonably he
will lose all rights to redundancy monies. ALTER

6. The director thinks that the firm can charge off its success to his ... .
LEADER

7. MPs called for public ... of the committee's findings. DISCLOSE

8. The workplace is usually the most ... place to rehabilitate injured workers.
EFFECT

5. Read the article. Afterwards, answer the questions.

1. Does Peter Eigen think the Third World is more corrupt than the developed
countries? What reasons does he give for his opinion?

2. According to the article, what are the results of corruption?

3. Where does Transparency International get its information from?

4. According to Peter Eigen, what information is missing from the survey?
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Britain Moves Higher In Bribery League
(From "Roger Boyes in Bonn")

Britain is seen as more corrupt than seven other European countries,
including Germany, according to an authoritative annual league table released
yesterday by the Berlin-based Transparency International group. Transparency
International is a private group, set up in 1993 to fight corruption, and bases its
information on seven international surveys of business people, political analysts
and the public.

The cleanest countries this year were Denmark, Finland and Sweden,
which moved New Zealand from the top position. Britain came relatively low,
in 14th position, its image apparently damaged by stories of sleaze. It was
overtaken by Germany, although the Germans still tolerate companies which
hand out bribes to foreign contractors.

Germany has been under pressure, especially from the United States, to
plug legal loopholes which allow German businessmen to write off bribes
abroad against tax. Yet both Britain, and even the United States, which has
strict legal barriers against international bribery, are behind the Germans.

In part, this is probably because of the nature of the survey, which does
not track such areas as company-to-company bribery.

The most corrupt countries this year are regarded as Nigeria, followed
by Bolivia, Colombia and Russia. Pakistan has improved its position, earning
only one out of ten for honesty last year but 2.53 this year. The chairman of
Transparency International, Peter Eigen, issued a warning against focusing on
Third World corruption.

Corruption is perceived to be greatest there, but | urge the public to
recognise that a large share of the corruption is the product of multinational
corporations, headquartered in leading industrialised countries, using massive
bribery and kickbacks to buy contracts in the developing world and the
countries in transition. The Third World, in other words, would be less corrupt
if developed states stopped offering bribes.

Indeed, the most revealing standings are buried deep in the table.
Belgium, for example, is now regarded as more corrupt than Mediterranean
nations such as Portugal, Spain and Greece.

"Every day that the poor scores in the Corruption Perception Index are

not being dealt with means more impoverishment, less education and less
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healthcare,” said Dr Eigen. Money was diverted from development into
overpriced contracts.

A study by Harvard associate professor Shang-Jin Wei found that a rise
in corruption levels had the same effect on foreign investments as raising the
marginal tax rate by more than 20 percent.

'‘Awareness is a first step to fighting or reducing corruption,” he said.

Source: The Times
Lean more online

» Explore the Video: How effective do you consider these tips?
Recruiting and Hiring Tips:

https://www.youtube.com/watch?v=tHku154y1nY

> Present the current Recruitment trend
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Chapter 4

Topics:

4.1 Production
4.2 Do It Right the First Time - DRIFT
4.3 Total Quality Management - TQM
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Learning objectives

1. Explain the concept of five M’s and its relation to
planning and control.

2. Define the DRIFT concept.

3. Describe TQM process.

LEAD-IN

> Read the E.S. Buffa’s definition of production management and
match the 4 objectives with explanations.

E.S. Buffa defines production management as, “Production management deals
with decision making related to production processes so that the resulting
goods or services are produced according to specifications, in the amount and
by the schedule demanded and out of minimum cost.”

Objectives of Production Management

1. RIGHT A. Timeliness of delivery is one of the important
QUALITY parameter to judge the effectiveness of production
department. So, the production department has to
make the optimal utilization of input resources to
achieve its objective.
2. RIGHT B. Manufacturing costs are established before the
QUANTITY product is actually manufactured. Hence, all
attempts should be made to produce the products at
pre-established cost, so as to reduce the variation
between actual and the standard (pre-established)
Cost.
3. RIGHT TIME C. The manufacturing organization should produce
the products in right number. If they are produced
in excess of demand the capital will block up in the
form of inventory and if the quantity is produced in
short of demand, leads to shortage of products.
4, RIGHT D. The quality of product is established based upon
MANUFACTUR the customers’ needs. The right quality is not
ING COST necessarily best quality. It is determined by the cost

of the product and the technical characteristics as
suited to the specific requirements.
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4.1 PRODUCTION

The objective of the production management is ‘to produce goods services

of right quality and quantity at the right time and right manufacturing cost’.

Production management also called operations management, planning and
control of industrial processes to ensure that they move smoothly at the
required level. Techniques of production management are employed in service
as well as in manufacturing industries. It is a responsibility similar in level and
scope to other specialties such as

marketing or human resource and financial

management. In manufacturing operations,
production management includes
responsibility for product and process
design, planning and control issues
involving capacity and quality, and
organization and supervision of the
workforce.

The “five M’s”

www.shutterstock.com » 532757560

Production management’s responsibilities are summarized by the “five M’s™:
men, machines, methods, materials, and money. “Men” refers to the human
element in operating systems. Since the vast majority of manufacturing
personnel work in the physical production of goods, “people management” is
one of the production manager’s most important responsibilities.

The production manager’s responsibility for materials includes the management
of flow processes—both physical (raw materials) and information (paperwork).
The smoothness of resource movement and data flow is determined largely by
the fundamental choices made in the design of the product and in the process to
be used.

The manager’s concern for money is explained by the importance of financing
and asset utilization to most manufacturing organizations. A manager who
allows excessive inventories to build up or who achieves level production and
steady operation by sacrificing good customer service and timely delivery runs
the risk that overinvestment or high current costs will wipe out any temporary
competitive advantage that might have been obtained.
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Planning and control

Although the five M’s capture the essence of the major tasks of production
management, control summarizes its single most important issue. The
production manager must plan and control the process of production so that it
moves smoothly at the required level of output while meeting cost and quality
objectives. Process control has two purposes: first, to ensure that operations are
performed according to plan, and second, to continuously monitor and evaluate
the production plan to see if modifications can be devised to better meet cost,
quality, delivery, flexibility, or other objectives. For example, when demand for
a product is high enough to justify continuous production, the production level
might need to be adjusted from time to time to address fluctuating demand or
changes in a company’s market share. This is called the “production-
smoothing” problem. When more than one product is involved, complex
industrial engineering or operations research procedures are required to analyze
the many factors that impinge on the problem.

Inventory control is another important phase of production management.
Inventories include raw materials, component parts, work in process, finished
goods, packing and packaging materials, and general supplies. Although the
effective use of financial resources is generally regarded as beyond the
responsibility of production management, many manufacturing firms with large
inventories (some accounting for more than 50 percent of total assets) usually
hold production managers responsible for inventories. Successful inventory
management which involves the solution of the problem of which items to carry
in inventory in various locations, is critical to a company’s competitive success.
Not carrying an item can result in delays in getting needed parts or supplies, but
carrying every item at every location can tie up huge amounts of capital and
result in an accumulation of obsolete, unusable stock. Managers generally rely
on mathematical models and computer systems developed by industrial
engineers and operations researchers to handle the problems of inventory
control.

To control labour costs, managers must first measure the amount and type of
work required to produce a product and then specify well-designed, efficient
methods for accomplishing the necessary manufacturing tasks. The concepts of
work measurement and time study introduced by Taylor and the Gilbreths, as
well as incentive systems to motivate and reward high levels of worker output,
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are important tools in this area of management. In new operations particularly,
it is important to anticipate human resource requirements and to translate them
into recruiting and training programs so that a nucleus of appropriately skilled
operators is available as production machinery and equipment are installed.
Specialized groups responsible for support activities (such as equipment
maintenance, plant services and production scheduling, and control activities)
also need to be hired, trained, and properly equipped. This type of careful
personnel planning reduces the chance that expensive capital equipment will
stand idle and that effort, time, and materials will be wasted during start-up and
regular operations.

The effective use and control of materials often involves investigations of the
causes of scrap and waste; this, in turn, can lead to alternative materials and
handling methods to improve the production process. The effective control of
machinery and equipment depends on each machine’s suitability to its specific
task, the degree of its utilization, the extent to which it is kept in optimum
running condition, and the degree to which it can be mechanically or
electronically controlled.

Key words:

Production control (n) - an action taken by a company to manage its
production efficiently

Overinvestment (n) - the act of investing more money in something than is
needed

Inventory (n) - the process of making sure that supplies of materials, goods
being produced and finished goods are managed correctly, also STOCK
CONTROL

Comprehension Questions:

What is production management and how does it function?
What 5Ms constitute product management's responsibilities?
Why is it vital to plan and control production process?
Describe the Inventory control phase.

How can managers control labour costs?

o rwbdE
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4.2DO IT RIGHT THE FIRST TIME - DRIFT
What is ‘Do It Right the First Time - DRIFT"

Do It Right The First Time (DRIFT) is a theory from managerial accounting
that relates to just-in-time (JIT) inventory where a company only receives
goods as they are needed to cut down on inventory costs and production
management. The idea behind DRIFT is that management wants all of the
processes that make up the JIT philosophy to be done correctly and efficiently,
so there are no delays in the production process.

‘Do It Right the First Time - DRIFT"

The importance of Do It Right the First Time (DRIFT) arises from the fact that
a JIT production system is heavily reliant on the movement of parts and
information along the production process. Subsequently, if there is the slightest
error at one of the stages of production, the whole production process will be
affected. By "doing it right the first time" a company is able to run a smooth
production process without the need to carry excessive inventory, which will
help diminish the costs of production.

DRIFT, JIT and Potential Hazards

While a company may realize greater gross margins from DRIFT, there are
potential hazards in this production strategy. First, with no back stock of
inventory or materials, any supply chain issue or unexpected surge in demand
for the finished product can lead to delivery delays to end customers. Second, a
JIT buyer gives up purchasing economies of scale that typically enables
quantity-based discounts. The business may pay more per item because it
makes smaller, more frequent orders that do not qualify for price breaks.
Finally, additional shipping and handling charges that accompany more
frequent ordering may erode profit margins that the DRIFT production method
is meant to boost to begin with.

Key words:

Gross (profit) margin (n) - the difference between the price that a product or
service is sold for and the cost of producing it, without including OVERHEADSs
(=general costs not related to particular products or services)
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Delivery (n) - the act of bringing goods, letters etc. to a particular person or
place, or the things that are brought, also SHIPPING
Erode (v) - to gradually reduce something such as someone’s power or

confidence

Comprehension Questions:

What is "Do It Right the First Time"?

What is the idea behind it?

What is JIT inventory?

What is the importance of "Do It Right the First Time (DRIFT)"?
What are some potential hazards in DRIFT strategy?
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4.3 TOTAL QUALITY MANAGEMEN - TQM
What is 'Total Quality Management - TQM®

Total Quality Management (TQM) is the continual process of detecting and
reducing or eliminating errors in manufacturing, streamlining supply chain
management, improving the customer experience, and ensuring that employees
are up to speed with their training. Total quality management aims to hold all
parties involved in the production process accountable for the overall quality of
the final product or service.

TQM was developed by William Deming, a management consultant whose
work had great impact on Japanese manufacturing. While TQM shares much in
common with the Six Sigma improvement process, it is not the same as Six
Sigma. TQM focuses on ensuring that internal guidelines and process standards
reduce errors, while Six Sigma looks to reduce defects.

'‘Total Quality Management - TQM'®

Total Quality Management (TQM) is a structured approach to overall
organizational management. The focus of the process is to improve the quality
of an organization's outputs, including goods and services, through continual
improvement of internal practices. The standards set as part of the TQM
approach can reflect both internal priorities and any industry standards
currently in place. Industry standards can be defined at multiple levels, and may
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include adherence to various laws and regulations governing the operation of
the particular business. Industry standards can also include the production of
items to an understood norm, even if the norm is not backed by official
regulations.

Primary Principles of Total Quality Management

TQM is considered a customer-focused process and aims for continual
improvement of business operations. It strives to ensure all associated
employees work toward the common goals of improving product or service
quality, as well as improving the procedures that are in place for production.
Special emphasis is put on fact-based decision making, using performance
metrics to monitor progress. High levels of organizational communication are
encouraged, for the purpose of maintaining employee involvement and morale.

Industries Using Total Quality Management

While TQM originated in the manufacturing sector, its principles can be
applied to a variety of organizations. With focus on long-term change over
short-term goals, it is designed to provide a cohesive vision for systemic
change. With this in mind, total quality management is used in many industries,
including, but not limited to, manufacturing, banking and finance, and
medicine.

These techniques can be applied
to all departments within an
individual organization as well.
This helps ensure all employees
are working toward the goals set
| N AGEMENT forth for the company,
- - improving function in each area.
Involved departments can

(oY)
(S

include administration,
marketing,  production  and
von hmevac con 268234277 employee training.

52



Key words:

Streamline (v) - to make something such as a business, organization etc work
more simply and effectively

Organisation’s output (n) - the amount of goods or work produced by

a person, machine, factory

Short-term (adj) - continuing for only a short time, or relating only to the
period that is not very far into the future

Comprehension Questions:

What is 'Total Quality Management’?

Who was TQM developed by?

What is the focus of TQM?

What are the primary principles of TQM?

Is TQM typical solely to the manufacturing sector? Where can its

principles be applied to?
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ACTIVITY BANK:

1. Insert the suitable words into the gaps (two words are odd).

to arise export refining wholesale developing credit hoarding
developed insurance input togrow boom

A natural crisis

The problem of rising food costs and grain supply issues has become urgent.
Costco, a popular American 1 grocer, is asking California consumers to
limit rice purchases in an effort to reduce 2 . Economists continue to
explore the roots of the crisis. So far, the list of culprits includes bad weather,

3 restrictions, growing demand, and biofuel production. That last item
has come in for particular scrutiny in America, where government incentives
have ledtoa4___ inethanol production and have helped to tie movements in
energy costs to those in food markets. But the connection between energy and
food prices doesn’t stop there. Petroleumisan5  to farm machinery, and
dear petrol adds to the cost of food shipments. And fertiliser is overwhelmingly

produced from natural gas. Petroleum 6 also comes to industrial use of
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natural gas in the United States. With booming energy costs, fertilizer
manufacturers are opting to close their doors and instead sell their natural gas
supplies. Interestingly, this creates another link between biofuel production and
food costs. Fields planted repeatedly in corn require an especially large dose of
nitrogen fertiliser. Nitrogen fertilisers deserve much ofthe 7___ for the
modern boom in food production, which has enabled humanity8  t0 6,5
billion. Ultimately food demand will prove more inelastic than energy demand,
suggesting that markets will eventually reallocate more natural gas back to
fertilisers. But advanced nations can take high food prices much more easily
than the poor in food-importing 9 nations. The process of pushing food
and energy prices up high enough to reduce 10 nation consumption is
extremely painful for those already devoting a huge share of their annual

incomes to food.

2. Insert the suitable words into the gaps.

contaminate / purity / came up / swiftly / concerned / held up / bid / solution
attribute / substandard / responsible / emerged / automotive / conclusively

As far as the third questionis 1 — what can it learn from other recalls —
history offers little comfort. An episode in 1982 when Johnson & Johnson
reacted 2 after some Tylenol painkillers were found to have been laced
with cyanide is often 3__ as a model. Every bottle of the capsules was
pulled from the shelves and the firm quickly 4 with tamper-proof
packaging. But Johnson & Johnson was seen as the victim rather than the
author of the crisisand the 5 to it was relatively simple. Another famous
example, that of Perrier 20 years ago, whose fizzy mineral water was found to
be6___ with benzene, is a better analogue for Toyota today. The company
recalled all its bottles, but its explanation for what had gone wrong kept
changing. Two years later, weakened, it succumbed to a hostile 7____ from
Nestlg, but neither its sales nor its brand, which had once stood for8 |

ever fully recovered. Toyota is not in that kind of danger yet. But its failure to
nail down the cause of the accidents 9 and the fact that quality has been
the outstanding 10 of'its brand is a toxic combination. Ford’s reputation
was damaged by the exploding petrol tanks of its Pinto compact in the 1970s
whenit1l__ thata safer design had been rejected on cost grounds, and then
again nearly 20 years later when its Explorer SUV equipped with Firestone tires

was involved in a spate of rollovers that were 12 for 42 deaths.
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The buying public concluded that Ford in particular and Detroit in general was
guilty of cynically supplying 13___ wvehicles, a perception that Toyota
exploited to become the biggest-selling car brand in America. Ironically, it is a
newly confident Ford that now stands to gain most from Toyota’s humbling.
Unless Toyota can get the cow out of the ditch quickly, and keep it out, what
was once the most valuable 14 brand in the world will never look quite
the same again.

Lean more online
> Explore the video: What exactly is the Toyota Production System and
how do end-users and customers benefit?
The Toyota Production System:
https://www.youtube.com/watch?v=P-bDIYWuptM

» Create a group video on production process of any product or

service.
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Chapter 5

Topics:

5.1 Marketing & Marketing Mix
5.2 Product Life Cycle Stages (PLC)
5.3 Advertising
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Learning objectives

1. Define the concept of marketing mix and identify its
main elements.

2. Define the product life cycle and identify its stages.

3. Speak about viral marketing

LEAD-IN

» What is marketing according to you?
» What do you think are the most important skills in succeeding in sales?
Choose at least 3 skills.
o the ability to adjust your approach to different people and situations
o the ability to ask the right questions and listen careful
o the ability to deal with disappointment and rejection
o the ability to stay motivated with a high energy level
o the ability to plan and prepare
o the ability to influence and persuade
o the ability to negotiate and reach agreement

5.1 MARKETING
What is "Marketing'?

Marketing refers to the activities of a company associated with buying and
selling a product or service. It includes advertising, selling and delivering
products to people. People who work in companies' marketing departments try
to get the attention of target audiences using slogans, packaging design,
celebrity endorsements and general media exposure.

Marketing is everything a company does to gain customers and maintain
relationships with them. Even the small tasks like writing thank-you letters,
playing golf with a prospective client, returning calls promptly and meeting
with a past client for coffee are marketing. The goal of marketing is to match a
company's products and services to the people who need and want them to
ensure profitability.
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The Four P's of Marketing are Product, Place, Price and Promotion
(Marketing Mix)

Product refers to an item or items a business intends to sell. When examining a
product, a company should ask questions such as, "What product is being
sold?," "What differentiates the product from its competitors?," "Can it market
the product with a secondary product?" and "Are there substitute products in the
market?"

Price refers to how much the company
will sell the product for. When
establishing price, companies must give

considerations to the unit cost price,
marketing costs and distribution expenses. R
MIX

Place refers to distribution of the product.

Key considerations include whether the Promotion Price
company will sell the product through a

physical store, online or through both

distribution channels?

Finally, promotion refers to the integrated marketing communications
campaign. Promotional activities may include advertising, personal selling,
sales promotions, public relations, direct marketing, sponsorship and guerrilla
marketing. Promotions are likely to vary depending on what stage of product
life cycle the product is in. Marketers must know consumers associate a
product’s price and distribution with its quality, and would be prudent to take
this into account when devising the overall marketing strategy.

The Extended 7 Ps

» People - All companies are reliant on the people who run them from
front line Sales staff to the Managing Director. Having the right people
is essential because they are as much a part of your business offering as
the products/services you are offering.

» Processes - The delivery of your service is usually done with the
customer present so how the service is delivered is once again part of
what the consumer is paying for.
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» Physical Evidence - Almost all services include some physical
elements even if the bulk of what the consumer is paying for is
intangible.

For example, a hair salon would provide their client with a completed hairdo
and an insurance company would give their customers some form of printed
material. Even if the material is not physically printed (in the case of PDFs)
they are still receiving a “physical product” by this definition.

Online Marketing

As of 2015, approximately
70 percent of U.S. adults
shop online at least
monthly, and 33 percent
shop online every week.
Experts expect online
sales in the United States
to increase from $445
billion in 2017 to over
$600 billion in 2020 and
over $1 trillion by 2027.
Taking these statistics into consideration, it is vital for marketers to use online
tools such as social media and digital advertising, both on website and mobile
device applications, and internet forums. Considering an appropriate
distribution channel for products purchased online is also an important step.
Online marketing is a critical element of a complete marketing strategy.

Key words:

Marketing (n) - the activity of deciding how to advertise a product, what
price to charge for it etc., or the type of job in which you do this

Product endorsement (n) - when a well-known person says in an
advertisement how good they think a product is

Media exposure (n) - the attention that someone or something gets from

newspapers, television, also PUBLICITY
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Comprehension Questions:

What is Marketing and what activities does it include?

Define the 7 P’s of Marketing Mix. Provide examples of Extended 7 Ps.
How has Online Marketing changed the whole marketing strategy?
Comment on the vital importance to use online tools?

Explain the link between online marketing and a complete marketing

strategy.
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5.2 PRODUCT LIFE CYCLE STAGES (PLC)
Managing the Product Life Cycle

After having been launched, a product should enjoy a long and happy life. But
each product has a product life cycle (PLC) - the product’s life is not infinite.

In order to cover all the effort and risk that went into launching a product, the
company wants to earn a decent profit. The company must be aware that the
product will not sell forever: it goes through the product life cycle stages.

Definition of Product Life Cycle (PLC)

Before discussing the product life cycle stages, it is wise to explain what the
product life cycle actually is. The product life cycle (PLC) is the course of a
product’s sales and profits over its lifetime.

Product Life Cycle Stages
There are five distinct product life cycle stages:

Product Development. When the company finds and develops a new product
idea, product development starts. During product development, sales are zero,
and the company’s investment costs increase.

Introduction. Sales slowly grow as the product is introduced in the market.
Profits are still non-existent, because the heavy expenses of the product
introduction overweigh sales.

Growth. The growth stage is a period of rapid market acceptance and
increasing profits.
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Maturity. In the maturity stage, sales growth slows down because the product
has achieved acceptance by most potential buyers. Profits level off or decline
because marketing outlays need to be increased to defend the product against
competition.

Decline. Finally, sales fall off and profits drop.

Sales and
profits ($)

/\ Sales

Profits

—

)

Time

Product
development| Introduction Growth Maturity  Decline

Losses/
investment ($)

Different Products — Different Product Life Cycle Stages

Not all products follow all five stages of the product life cycle. While some
products are introduced and die quickly afterwards, others stay in the mature
stage for a very long time. Some are cycled back into the growth stage after
reaching the decline stage through strong promotion or repositioning. In fact, a
well-managed brand could live forever if wise strategies are applied. Examples
include Coca-Cola, Gillette, American Express, which still live on after more
than 100 years.

Key words:

PLC management (n) - the management of the work needed to get the most
profit from a product during the time when it is being sold

Maturity (n) - when an industry or market has stopped growing as fast as
before, and there are fewer competitors

Decline (v) - if an industry or country declines, it becomes less profitable,

productive, wealthy, etc.
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Comprehension Questions:

1. What is the Product Life Cycle? Which are PLC’s main stages?
2. Do all products follow all five stages of the product life cycle?
3. Bring some examples of products that still live on five stages of the

product life cycle.

5.3 ADVERTISING
Definition of ‘Advertising’

Advertising is a means of communication with the users of a product or service.
Advertisements are messages paid for by those who send them and are intended
to inform or influence people who receive them, as defined by the Advertising
Association of the UK.

Advertising is always present,
though people may not be aware
of it. In today’s world, advertising
uses every possible media to get
its message through. It does this
via television, print (newspapers,
magazines, journals etc), radio,
press, internet, direct selling,
hoardings, mailers, contests,

sponsorships, posters, clothes, events, colours, sounds, visuals and even people

(endorsements).
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ADVERTISING =

The advertising industry is made of companies that advertise; agencies that
create the advertisements, media that carries the ads, and a host of people like
copy editors, visualizers, brand managers, researchers, creative heads and
designers who take it the last mile to the customer or receiver. A company that
needs to advertise itself and/or its products hires an advertising agency. The
company briefs the agency on the brand, its imagery, the ideals and values
behind it, the target segments and so on. The agencies convert the ideas and
concepts to create the visuals, text, layouts and themes to communicate with the
user. After approval from the client, the ads go on air, as per the bookings done
by the agency’s media buying unit.
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What is ‘Viral Marketing’?

Viral marketing refers to a technique in marketing a product or a service where
users help in spreading the advertiser’s message to other websites or the users
create a scenario which can lead to multi-fold growth.

Viral in literal sense means anything which spreads fast (across users). This
term is symbolically used in context with the web or mobile domain. Viral
marketing is described as a marketing strategy which inspires users to spread or
share the message to other users which can lead to multi-fold growth. It could
be a simple message on your smartphone related to a product which was
recently launched, a news piece (example — India winning the world cup), or a
YouTube video that individuals share with different users.

Hotmail was a classic example, but later Gmail took it to a new level, when it
launched its free web-based email service. The email was by invitation only at
first which helped create curiosity among the users. But, when it was made live
for everyone, most of the people migrated to Gmail to create their own free
account. The users who got a Gmail account could then send an invite to other
users to create an account, and the chain continued.

There are various elements required for effective marketing strategy which can
make viral. Firstly, product or services should be ‘free’ for all, and should have
easy accessibility. By doing this the marketing team is able to get enough
attention from users across the globe, although it might not lead to any profit.

The next important element is the transferability part, which simple means that
the message can be easily transferred or shared via email, WhatsApp,
networking websites, etc. The message should be simple to understand and at
the same time it should be short. Example — Get professional email for your
business @yourcompany.com, 50GB of storage.

The other element is that the message should be interesting and intelligently
placed. Users should be able to identify with the message. If any influential
person (such as celebrity) endorses your message or product on the website or
on their social media or networking site, it can become viral.
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Key words:

Advertisement (n) - (also ad informal, advert British English) a picture, set of
words, or a short film, which is intended to persuade people to buy a product or
use a service, or that gives information about a job that is available, an event
that is going to happen etc.

Sponsorship (n) - (also sponsorships) financial support given to pay for a
sports or arts event, training etc., in exchange for advertising or to get public
attention

Viral marketing (n) - a type of advertising used by Internet companies in
which computer users pass on advertising messages or images through email,
sometimes without realizing that they are doing this

Comprehension Questions:

What is Advertising?

How does Advertising industry work?

What does Viral marketing mean?

Comment on various elements required for effective marketing strategy
which can make viral.

5. What are other types of Advertising and how do they work?

o RE

ACTIVITY BANK:

1. Insert suitable words into the gaps.

options customers access controlled shop loyalty about offering are
obtain purchased

A revolution in buyer behavior

In the past, sellers were in charge. They 1 the purchase progression by
controlling information2____the product: the product itself, when and where
a product could be 3 , and whether or not a customer could 4
credit. When5__ had to go to their local bank branch during business
hours, banks controlled when and where people could 6 their own
money. Before the Internet, a car dealership may have been the best or only

place to get information about cars.
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Today, buyers 7 in control. Technology has given buyers access to
products and information, which has in turn led to sellers 8 more choice.
This combination of technology and choice has brought customer9  toan
end. The Internet offers buyer 10 and a way to quickly and easily
compare prices from a variety of sellers. As a result, buyers are empowered and
no longer care where they 11 . Consumers care about making a good
decision and getting their needs met. Therefore, sellers can still win customers

by understanding the emotions behind a purchase.

2. Choose the right variant out of the two given in brackets.
Market pricing

1) Marketing should (include / conclude) pricing analysis. Several major
(facts / factors) influence the pricing for a product or service. Strategic goals
greatly influence pricing. For example, if the business really wants to (get /
achieve) into a new market, then it might (sell / charge) lower than usual prices
in order to generate (more / much) customers who (sell / buy) the service. The
business might consider changing pricing if the demand for its products (are /
is) very high or low. Competitor pricing (too / also) has a great effect. If
competitors are charging much less, then the business might do well to (low /
lower) prices. Similarly, if the competitor is charging (much / many) more, then
the business might consider increasing its own prices.

Define your customer before marketing

(@) Don’t make the mistake of (market / marketing) your product or service
before you’ve defined your customer or client. If you do, you’re just throwing
your marketing money (away / out). Marketing isn’t just a matter of placing
ads. It’s a method of attracting new (business / businesses). Before you can
hope to achieve this, you (have / must) to know exactly who you want to target
with your marketing. You need (know / to know) your target (marketing /
market) before you can reach them.

Define your customer by getting to know everything you possibly can about
him or her. Think carefully about your product or service. Exactly who would
want to purchase it? How old is this person? What is her (married / marital)
status? Where does she live? How does she like to (waste / spend) her spare

65



time? What are her hobbies? What other products does she buy? Where does
she go on vacation?

You need to develop your target market as specifically as possible if you’re
going (to market / marketing) your product or service effectively. So think of
your “ideal” client or customer as a person. Visualize him or her in detail.
“See” what he or she does, thinks and wants.

3. Insert the suitable words into the gaps.

require advantage most research business permanent
department need skills degree

Most entry-level professional and managerial positions in advertising and
public relations services require a bachelor’s 1 , preferably with broad
liberal arts exposure.

Beginners in advertising usually enter the industry in the account management

or media 2 . Occasionally, entry-level positions are available in the
market 3 or creative departments of an agency, but these positions
usually 4 some experience. Completing an advertising-related
internship while in school provides an 5 when applying for an entry-
level position; in fact, internships are becoming a necessary step to obtaining
6 employment. In addition to an internship, courses in marketing,

psychology, accounting, statistics, and creative design can help prepare
potential entrants for careers in this field.

Assistant account executive positions — the entry-level account management
occupation in 7 firms — requires a bachelor’s degree in marketing or
advertising, although some firms require a master’s degree in 8

administration.

Bachelor’s degrees are not required for entry-level positions in the creative
department. Assistant art directors usually 9 at least a 2-year degree

from an art or design school. Although assistant copywriters do not need a
degree, obtaining one helps to develop the superior communication
10 and abilities required for this job.
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READING

» Learn more about Marketing & Advertising in groups and present
by visualizing your speech.

1. 'Ambient Advertising'

Definition: Ambient Advertising is about placing ads on unusual objects or in
unusual places where you wouldn’t usually expect to have an advertisement.

Description: Ambient advertising evolved as a concept because it has a lasting
impact on the minds of consumers which makes it more effective. Ambient
advertising is all about creativity, and how effectively the advertiser is able to
communicate the message to the consumers.

The term ‘ambient’ means placing the ad at unusual places or unconventional
places were you wouldn't expect an advertisement. Ambient advertising can be
done along with traditional means of advertisement or as a standalone form of
communication. The idea behind ambient advertising is to surprise consumers
with its placement. For example, advertising behind a car is not unusual, but
using wiper as a part of adverting will look something different and will throw
an element of surprise in the minds of consumers.

Ambient advertising makes an impact because it is intelligently placed, has a
wow factor to it, makes a direct impact on the mind of consumers, effective
way of communicating the message across to target consumers etc.

The first thing that will catch your eye when you are looking at an ambient
advertisement would be its unusual location. The second characteristics of such
an advertising is the fact that there is no repetition.

Another thing which is important is the execution. How well the ad is being
executed, or does it really creating an impact that was required for effective
communication. Does it really have a wow factor? All these things are taken
into consideration while designing an ambient advertising campaign.
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2. 'Ambush Marketing’

Definition: Ambush marketing, a term first coined by marketing guru Jerry
Welsh, has not really been rigorously defined. However, it broadly refers to a
situation in which a company or product seeks to ride on the publicity value of
a major event without having contributed to the financing of the event through
sponsorship. It is typically targeted at major sporting events - like the Olympic
Games or the world cups in various games - and is a strategy adopted by rivals
of the official sponsors.

Description: What forms does ambush marketing typically take? In its more
crude forms, ambush marketing could involve unauthorised use of logos or
designs associated with the event. More often, however, ambush marketing
involves more subtle forms of confusing or misleading the public about who are
actually sponsoring the event.

3. 'Advertorial’
Definition: An advertorial is a form of advertisement in a newspaper, magazine
or a website which involves giving information about the product in the form of
an article. Usually, a brand pays the publisher for such an article.

Description: Advertorials are advertisements that appear in the media, be it
magazines, newspapers or websites. Advertorials are paid content.

They are used by marketers to educate prospective consumers about the
features of a product. It can be used to target a specific set of people by
choosing the right medium to publish the advertorial.

For example, an advertorial in a business newspaper would involve educating a
set of people who are more interested about economy, markets or financial
products. It is an effective medium for a company to connect with its
consumers through a story, unlike a traditional print ad in a magazine,
newspaper or on a website as a banner ad.

An advertorial is more detailed than an advertisement and thus helps consumers
understand more about the product. Advertorials are usually written by an ad
agency or the client itself. They then purchase the ad space on the website or in
a newspaper or a magazine.
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It is important to note that as a rule of most publications, the word
"advertisement” is mostly printed in small letters at the top or bottom of your
advertorial. Some newspapers or magazines chose to push these advertorials in
special sections.

4. 'Endorsements’

Definition: Endorsements are a form of advertising that uses famous
personalities or celebrities who command a high degree of recognition, trust,
respect or awareness amongst the people. Such people advertise for a product
lending their names or images to promote a product or service. Advertisers and
clients hope such approval, or endorsement by a celebrity, will influence buyers
favourably. For example, Sachin Tendulkar endorsing motorcycles and biscuits
can influence young men or children who look to him as role model.

Description: Such advertising connects with a lot more people than ordinary
advertising can, because people will notice celebrities, famous personalities and
role models even from a vast clutter of noise, people or products. Such ads
work well for aspiration products or lifestyles.

Endorsements can confer on a brand a larger-than-life image, and if the
advertising follows the current celebrities and personalities, the endorsement
can last quite long. Lux is an example, which is endorsed by all the leading
actresses of the generation, helping greatly to keep Lux a relevant and attractive
brand even as consumers change.

The more famous or celebrated the endorser, the more expensive can it be to
use that personality for a product.

5. 'Unique Selling Proposition’

Definition: Unique Selling Proposition or USP is the one feature or the
perceived benefit of a good which makes it unique from the rest of the
competing brands in the market. It is that very reason which motivates a buyer
to purchase that product even though it might be costlier than other products.
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Description: Unique Selling Proposition or USP is a very important concept
used during the time when a company promotes its product through its
advertisements in both TV as well as print media which eventually attracts a
consumer to buy a particular product. The key to boost the sales of the product
effectively through advertising is to highlight the USP of the product
prominently. Unless you highlight the USP, consumers will not be tempted to
buy your product. Every product should have its own USP, which makes it
stand apart from other products in the similar category.

USP is different for different products. Let’s take an example of a restaurant
which is very famous across the world for its quick Subway Sandwiches. The
company makes the sandwiches healthier for consumers. Consumers who are
looking for a quick meal can walk into any subway outlet and get a quick
sandwich made, which contains nutritional value. In this way the company is
able to create its own niche market across town in India. The USP of the
product is a nutritious sandwich at an affordable price. USP is a very important
component in developing the product.

A strong unique selling proposition makes you stand apart and also plays an
important role in branding your product. But, USP alone can guarantee to a
product’s success. Superior product quality and at par service, both before and
after-sale are very important in creating the foundations of a market for a
product. Always remember, with a distinct USP, the company doesn’t even
have to bother about competition because if you have developed something
which has not been developed by others, then you are the only player or a
market leader in that specific product category (Example — iPpod by Apple).

6. 'Promotions’

Definition: Promotions refer to the entire set of activities, which communicate
the product, brand or service to the user. The idea is to make people aware,
attract and induce to buy the product, in preference over others.

Description: There are several types of promotions. Above the line promotions
include advertising, press releases, consumer promotions (schemes, discounts,
contests), while below the line include trade discounts, freebies, incentive trips,
awards and so on. Sales promotion is a part of the overall promotion effort.
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There are also:

1. Personal selling: one of the most effective ways of customer relationship.
Such selling works best when a good working relationship has been built up
over a period of time.

This can also be expensive and time consuming, but is best for high value or
premium products.

2. Sales promotions: this includes freebies, contests, discounts, free services,
passes, tickets and so on, as distinct from advertising, publicity and public
relations.

3. Public relations: PR is the deliberate, planned and sustained effort to
establish and maintain mutual understanding between the company and the
public.

Lean more online

» Explore the article: What is video marketing and how does it work?

The 3 Unexpected Benefits of Video Marketing for Your Business:

https://videotoorder.com/blog/benefits-of-video-marketing/

» Watch the video: What is the Marketing Mix?
https://www.youtube.com/watch?v=MLmsJEz3GD4

» Present in a group the Marketing Mix of a product or a service.
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Chapter 6

Topics:

6.1 Market Structure & Competition
6.2 Monopoly and Oligopoly
6.3 Takeovers

Comparison

Monopolistic Perfect
Competition

Few Barriers




Learning objectives

1.
2.
3.

Identify and characterise the forms of market structure.
Speak about monopolistic competition.
Explain the process of takeover.

LEAD-IN

>

b)

c)
d)

Match the following descriptions with the appropriate market
structure:

Perfect competition __,

Monopolistic competition__,

Oligopoly__, Monopoly .

An industry with significant barriers to entry and a single supplier
A highly concentrated market with just a few interdependent firms
A highly competitive market with slightly differentiated products
A highly competitive market where firms are price takers

Which of the following is the most or the least competitive market
structure?
In which form of market structure would price be the key factor

when competing?

6.1 MARKET STRUCTURE & COMPETITION

Economists make the assumption that there are a large number of different
buyers and sellers in the marketplace for each good or service available. This
means that we have competition in the market, which allows price to change in
response to changes in supply and demand. For example, if the price of a good
is very high and some firms are making extra profits in that sector, other firms
will be induced to start producing that same good — in competition with the
others — which will increase supply and reduce the selling price. Furthermore,
for almost every product there are substitutes, so if one product becomes too
expensive, a buyer can choose a cheaper substitute instead (recall the section on
elasticity). In a market with many buyers and sellers, both the consumer and the
supplier have equal ability to compete on price.
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Forms of Market Structure:

On the basis of competition, a market can be classified in the following ways:

1. Perfect Competition The 4 Market Structures
2. Monopoly
3. Duopoly Perfect gornpetltlon -
. Monopolistic Competition
4.  Oligopoly Oligopoly o
5. Monopolistic Competition Monopoly el )

Economists call this assumption
about competitive producers as
perfect competition. Perfect
competition is characterized by
many buyers and sellers, many products that are similar in nature and, as a
result, many substitutes. Perfect competition means there are few, if any,
barriers to entry for new companies, and prices are determined by supply and
demand. Thus, producers in a perfectly competitive market are subject to the
prices determined by the market and do not have any leverage. For example, in
a perfectly competitive market, should a single firm decide to increase its
selling price of a good, the consumers can just turn to the nearest competitor for
a better price, causing any firm that increases its prices to lose market share and
profits. Take for example corn farmers. Many hundreds of farmers all produce
an identical product: corn. Buyers do not care which farmer sells them their
corn, and so buyers’ only concern is the price of corn. Therefore, the lowest
priced corn seller will sell the majority of corn. If a corn seller cannot compete
because his cost of production is too high, he will be forced to find ways to
lower his costs or risk going out of business.

Monopolistic  Oligopoly  Monopoly

Perfect Competition Market:

A perfectly competitive market is one in which the number of buyers and
sellers is very large, all engaged in buying and selling a homogeneous product
without any artificial restrictions and possessing perfect knowledge of market at
a time. In the words of A. Koutsoyiannis, “Perfect competition is a market
structure characterised by a complete absence of rivalry among the individual
firms.”
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According to R.G. Lipsey, “Perfect competition is a market structure in which
all firms in an industry are price- takers and in which there is freedom of entry
into, and exit from industry.”

Characteristics of Perfect Competition:

The following are the conditions for the existence of perfect competition:

(1) Large Number of Buyers and Sellers:

(2) Freedom of Entry or Exit of Firms:

(3) Homogeneous Product:

(4) Absence of Artificial Restrictions:

(5) Profit Maximisation Goal: Every firm has only one goal of maximising its
profits.

(6) Perfect Mobility of Goods and Factors: Another requirement of perfect
competition is the perfect mobility of goods and factors between industries.

Goods are free to move to those places where they can fetch the highest price.
Factors can also move from a low-paid to a high-paid industry.

(7) Perfect Knowledge of Market Conditions: This condition implies a close
contact between buyers and sellers. Buyers and sellers possess complete
knowledge about the prices at which goods are being bought and sold, and of
the prices at which others are prepared to buy and sell. They have also perfect
knowledge of the place where the transactions are being carried on. Such
perfect knowledge of market conditions forces the sellers to sell their product at
the prevailing market price and the buyers to buy at that price.

Under perfect competition, the costs of advertising, sales-promotion, etc. do not
arise because all firms produce a homogeneous product.

Key words:

Marketplace (n) - the activities involved in buying and selling a particular type
of goods or services, in competition with other companies

Substitute (n) - something new or different that can be used instead of
something else

Supply and demand (n) - the relationship between the quantity of goods for
sale and the quantity of goods that people want to buy, especially the way it
influences prices
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Comprehension Questions:

What is a marketplace?

Which are the key forms of market structure?

How can you define Perfect competition market?

What are the main characteristics of perfect competition?

Do the costs of advertising, sales-promotion, or any other factors
arise because all firms produce a homogeneous product? Does it
have any correlation with perfect competition?

g~ wbdE

6.2 WHAT IS MONOPOLISTIC COMPETITION?

Monopolistic competition characterizes an industry in which many firms offer
products or services that are similar, but not perfect substitutes.

Barriers to entry and exit in the industry are low, and the decisions of any one
firm do not directly affect those of its competitors.

All firms have the same, relatively low degree of market power; they are all
price makers.

In the long run, demand is highly elastic, meaning that it is sensitive to price
changes. In the short run, economic profit is positive, but it approaches zero in
the long run.

Firms in monopolistic competition tend to
PERFECT COMPETITION advertise heavi|y_

Examples include restaurants, hair salons,
“Perfect competition prevails when demand for clothing and consumer electronics. To
the output of each producer is perfectly A oo o
. illustrate the characteristics of monopolistic

=Mrs. John Robinson
competition, we'll use the example of

household cleaning products.
Monopoly and Oligopoly

In some industries, however, we find that there are no good substitutes and
there little competition. In a market that has only one or few suppliers of a good
or service, the producer(s) can control price. Consequently, consumers do not
have much choice.
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A monopoly is a market structure in which there is only one producer and
seller for a product. In other words, the single business is the entire producer in
the industry. Entry into such a market can be restricted due to high costs or
other impediments, which may be economic, social or political that keep
potential competitors out. For instance, a government can create a monopoly
over an industry that it wants to control, such as electricity. Another reason for
the barriers against entry into a monopolistic industry is that oftentimes, one
entity has the exclusive rights to a natural resource. For example, in Saudi
Arabia the government has sole control over the oil industry. A monopoly may
also form when a company has a copyright or patent that prevents others from
entering the market. Pfizer, for instance, had a patent on Viagra. Most
economists agree that monopolies are inefficient since without competition,
they can keep prices artificially high.

In an oligopoly, there are only a few i ]
firms that make up an industry. This © LYOPO U
select group of firms has control over the A warket dowinated by a few

. . : Lley: ) as mwore buyers.
price and, like a monopoly, an oligopoly S¢ers and that has vaore buyer
has high barriers to entry to keep out &

potential competitors. The products that
the oligopolistic firms produce are often / ,
nearly identical and, therefore, the Ty &2
companies, which are competing for |
market share, are interdependent as a
result of market forces. Assume, for
example, that an economy needs only 100 widgets. Company X produces 50
widgets and its competitor, Company Y, produces the other 50. The prices of
the two brands will be interdependent and, therefore, similar. So, if Company X
starts selling the widgets at a lower price, it will get a greater market share,
thereby forcing Company Y to lower its prices as well. In certain cases, types of
oligopolies (for example cartels) are illegal.

%+ www.wordpandit.com

Duopoly:

Duopoly is a special case of the theory of oligopoly in which there are only two
sellers. Both the sellers are completely independent and no agreement exists
between them. Even though they are independent, a change in the price and
output of one will affect the other, and may set a chain of reactions.
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A seller may, however, assume that his rival is unaffected by what he does, in
that case he takes only his own direct influence on the price.

If, on the other hand, each seller takes into account the effect of his policy on
that of his rival and the reaction of the rival on himself again, then he considers
both the direct and the indirect influences upon the price. Moreover, a rival
seller’s policy may remain unaltered either to the amount offered for sale or to
the price at which he offers his product. Thus the duopoly problem can be
considered as either ignoring mutual dependence or recognising it.

Key words:

Barrier (n) - arule, problem etc that prevents people from doing something, or
limits what they can do

Elastic (adj) - a system or plan that is elastic can change or be changed easily

Exclusive (adj) - an exclusive agreement, contract, or right is one that a single

person or organization has and no one else has

Comprehension Questions:

What is monopolistic competition?

How does monopoly operate?

Define duopoly and oligopoly.

What are the differences between duopoly and oligopoly?
Provide authentic examples of monopoly, duopoly and oligopoly
from your own context.

apr LR

6.3 TAKEOVER

What is a "Takeover'?

A takeover occurs when an acquiring
company makes a bid in an effort to assume
control of a target company, often by
purchasing a majority stake in the target
firm. If the takeover goes through, the
acquiring company becomes responsible for
all of the target company’s operations, holdings, and debt.
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When the target is a publicly traded company, the acquiring company makes an

offer for all of the target’s outstanding shares.

"Takeover'

A welcome takeover, such as an acquisition or merger, generally goes smoothly
because both companies consider it a positive situation. In contrast, an
unwelcome or hostile takeover can be quite aggressive as one party is not
participating voluntarily. Under a hostile takeover, the acquiring firm can use
unfavorable tactics, such as a dawn raid where it buys a substantial stake in the
target company as soon as the markets open, causing the target to lose control
of the company before it realizes what is happening. The target firm’s
management and board of directors may strongly resist takeover attempts by
implementing tactics such as a poison pill, which allows the target’s
shareholders purchase more shares at a discount to dilute the acquirer’s
holdings and make a takeover more expensive.

Reasons for a Takeover

A takeover is virtually the same as an acquisition, except the term "takeover"
has a negative connotation, indicating the target does not wish to be purchased.
A company may act as a bidder by seeking to increase its market share or
achieve economies of scale that help it reduce its costs and, thereby, increase its
profits. Companies that make attractive takeover targets include those that have
a unique niche in a particular product or service; small companies with viable
products or services but insufficient financing; a similar company in close
geographic proximity where combining forces could improve efficiency; and
otherwise viable companies that are paying too much for debt that could be
refinanced at a lower cost if a larger company with better credit took over.

Key words:

Takeover offer (n) - an occasion when one company offers to buy another
company, or the amount of money involved, also ACQUISITION Acquire

(v) - to obtain something by buying it or being given it

Bidder (n) - someone who offers to do work or provide services for a particular
amount of money, in competition with others
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Comprehension Questions:

What is a takeover?

Which are the main types of takeover deals?
What is welcome takeover?

Define unwelcome and hostile takeover.
What are the main reasons for a takeover?

g~ wbdE

ACTIVITY BANK:

1. Insert the suitable words into the gaps.

structural differential free market competition innovation competitive
promotional existing consumer-based products services

+ 1n hiicinace atition—mav—he et a4 \wn
I uSiTit Sy \.IUIII|J\4|.I|.IUII llluy PIC—juot—a VWU

To—neonle—no
Fe—people—ne
marketing it represents a matter of business life or death. It is a basic Ilfe-style
of 1 economies and has many dimensions (economic, legal, ethical,
psychological and political). It is more intense ina 2___ economy than in the
planned and controlled environment of the former communist countries. Even
here however there could be intense 3 among managers to secure the
resources needed to run their own empires. Competition emphasizes changing
profit opportunities and stresses the need for greater 4, especially in relation
to the 5 advantages in a firm’s markets. It enhances the primacy of
objectives, planning and innovation on a continuous basis so that a firm’s
offerings to its markets can be adjusted to match the changing 6___situation. It
should stimulate the development of new products and 7___, new applications
and markets and technological advances. In these situations 8__ activities,
personal selling, merchandising, packaging and price are all competitive
weapons to be used by any firm. Attempting to remain competitive by replacing
9 products with new versions will not help an organization whose 10____are
already obsolete, and this raises a vital problem for management. This is to
distinguish between a weakening of a competitive position within a market and
all  change in the market itself.
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2. Insert the suitable words into the gaps

effectiveness terms  hostile takeover
altered are armed hostile offer

economic penalties offers  purchase provide

The two modern defensive weapons that can be “show-stoppers” are the poison
pill and the state takeover laws. The term “poison pill” describes a family of
“shareholder rights” that are triggered by an event such as a 1 or

the accumulation of voting stock above a designated threshold (usually 15
percent of outstanding stock) by an unfriendly buyer. When triggered, poison

pills 2 target shareholders (other than the hostile bidder) with
rights 3 additional shares or to sell shares to the target on very
attractive 4 . These rights impose severe 5 on the

hostile acquirer and usually also dilute the voting power of the acquirer's
existing stake in the firm. Although poison pills are considered to be absolute
deterrentsto a 6 , they can almost always be cheaply and quickly

7 or removed by target management if they have not been
irrevocably triggered. Therefore, they almost always are the subject of
strenuous state-court litigation in takeover battles, and their practical
8 as an absolute deterrent has been decided in court more often
than not. Today, the majority of large public companies 9 with
poison pills of one type or another. State courts have allowed target managers
to use pills to buy time (up to several months) to search for better third-party
10 or develop value-creating corporate restructurings.

3. Insert the suitable words into the gaps

blame be in the office contribute come from debate earn endup
federal deficit performance personal savings praise reflect save
ups and downs

Can a president tame the business cycle? Today Americans 1 less and

2 a lower minimum wage than at nearly any other time since 1950.
David Backus, an economist at N.Y. University, recently has written that while
presidents may 3 to long-term 4 , the normal 5 of
the business cycle have more of an effect on the economy in the short term.
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“There is some 6 about where the business cycles 7 but the
President’s actions are rarely on the list,” he wrote. Changes in income, jobs

and home-prices 8 this cyclical behavior, while other indicators, like

9 have shown a gradual decline over decades. If there is a president to
10 or 11 for longer-term trends, he is probably not

12 now. “Given the current condition of the economy the president
can 13 running trillions of dollars in 14 over the next several

years whether he likes it or not”, said Kevin Felters, associate director of the
Jerome levy Forecasting Centre in Mount Kisco, N.Y.

READING

» Learn more about Market structure and Competition. Brainstorm
in groups.

1. Bertrand Competition Definition of Bertrand Competition

A market structure where it is assumed that there are two firms, who both
assume the other firm will keep prices unchanged. Therefore, each firm has an
incentive to cut prices, but this actually leads to a price war. If products are
perfect substitutes this assumes the price will be driven down to marginal cost.
This is allocatively efficient (P=MC) but firms may not cover their fixed costs.

Criticisms of Bertrand Competition

It assumes firms do not learn from their mistakes. The initial assumption is that
the other firm will keep prices constant, but when they see they also cut their
price, they may change their behaviour.

Firms in a duopoly should be able to make high profits. It depends on the
degree of barriers to entry.

With two firms, there is a possibility of tacit collusion — or at least a quiet
industry which avoids a price war.

It depends on the objectives of firms, for example, is it to profit maximise or
increase market share. Bertrand Competition may be more likely if they are
seeking to maximise sales.

Consumers are not just motivated by buying the cheapest good. Their
choices will reflect factors, such as brand loyalty, convenience, ease of
purchase and quality of the good.
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2. Takeover Case

ConAgra initially attempted a friendly sale to acquire Ralcorp in 2011. When
initial advances were rebuffed, ConAgra intended to work a hostile takeover.
Ralcorp responded by using the poison pill strategy. ConAgra responded by
offering $94 per share, which was significantly higher than the $65 per share
price Ralcorp was trading at when the takeover attempt began. Ralcorp denied
the attempt, though both companies returned to the bargaining table the
following year.

The deal was ultimately made as part of a friendly takeover with a per-share
price of $90. By this time, Ralcorp had completed the spinoff of its Post cereal
division, resulting in the price offered by ConAgra being significantly higher
than the offer the previous year.

Lean more online

» Explore the videos:

1. Perfect Competition - Four Market Structures:
https://www.youtube.com/watch?v=atgMawWsKKI

2. Watch and the do the quiz:
https://www.econedlink.org/resources/competition-and-market-
structure-video-and-quiz/

» Present in a group your country with its dominant Market

Structures.
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Chapter 7

Topics:

7.1 The Business Cycle & CSR
7.2 Economics and Ecology
7.3 Green Economics




Learning objectives

1. Identify the phases of the business cycle.
2. Speak about CSR.
3. Define the concepts of green economics and ecological
economics.
LEAD-IN

» Do the CSR quiz and brainstorm answers.
What is greenwashing?

When a company uses entirely green energy

o When a company implements environmental controls into all areas of
the business

o When a company spends more time claiming to be green than actually
being green

o When a company repeatedly achieves green targets

What does ISO 14001 help you to manage?

o Global issues

o Environmental issues

o Local issues

o Health and safety issues

Which one of these actions shows your business is being transparent?

o Admitting when you have and haven't met targets o
Acting to improve global working conditions
o Using sustainable and recyclable materials

o Improving employee welfare
Who has overall responsibility for ensuring the CSR strategy is integrated
into the business?

o The managers

o The local authority
o The employees

o The CEO

85



7.1 PHASES OF THE BUSINESS CYCLE

The Business Cycle & CSR, Economics and Ecology

The entire financial industry rests on the fundamental
concept of the market economy, which means you should
be armed with some basic economic theory when you
walk into the testing room.

The first concept you need to know is the business cycle,
the series of fluctuations in the level of economic activity.
The timing and degree of these fluctuations are notoriously unpredictable;

however, there is a pattern that seems to recur with these gyrations.

Phases of the Business Cycle
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A hypothetical business cycle is comprised of the following phases:

Peak: Economic activity is growing rapidly and production facilities are
operating at full capacity.

Contraction (Recession, Depression): Economic growth slows or the economy
actually shrinks; sales decline and unemployment rises. This phase follows the
peak.
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There are also different classifications of contractions:

A recession is a contraction in which gross domestic production
(explained below) declines for two consecutive quarters.

A depression is a prolonged, severe recession.

Trough: Economic activity is at its lowest point in the cycle.
Recovery: Sales, employment levels and other measures of economic
activity rebound and eventually reach a new peak. This phase follows
the trough.

Key words:

Business cycle (n) - a cycle in which business activity increases, decreases,
then increases again

Fluctuation (n) - the movement of prices, income, rates etc as they increase
and fall

Gross domestic production (GDP)(n) - the total value of goods and

services produced in a country’s economy, not including income from abroad

Comprehension Questions:

1. Present the Phases of the Business Cycle. How do they work?

2. What is peak as an economic activity?

3. Define contraction. What is the difference between recession and
depression as different classifications of contractions?

4. Whatis trough? Economic activity is at its lowest point in the cycle.

5. What happens when sales, employment levels and other measures of

economic activity rebound and eventually reach a new peak?

7.2 CORPORATE SOCIAL RESPONSIBILITY
What is 'Corporate Social Responsibility’ (CSR)?

Corporate social responsibility (CSR) is a self-regulating business model that
helps a company be socially accountable — to itself, its stakeholders, and the
public. By practicing corporate social responsibility, also called corporate
citizenship, companies can be conscious of the kind of impact they are having
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on all aspects of society including economic, social, and environmental.

To engage in CSR means

that, in the normal course

of business, a company is

operating in ways that

enhances society and the

environment, instead of ”
contributing negatively to
it.

Corporate

‘Corporate Social
Responsibility (CSR)

Corporate social responsibility is a broad concept that can take many forms
depending on the company and industry. Through CSR programs, philanthropy,
and volunteer efforts, businesses can benefit society while boosting their own
brands. As important as CSR is for the community, it is equally valuable for a
company. CSR activities can help forge a stronger bond between employee and
corporation; they can boost morale and can help both employees and employers
feel more connected with the world around them.

In order for a company to be socially responsible, it first needs to be responsible
to itself and its shareholders. Often, companies that adopt CSR programs have
grown their business to the point where they can give back to society. Thus,
CSR is primarily a strategy of large corporations. Also, the more visible and
successful a corporation is, the more responsibility it has to set standards of
ethical behavior for its peers, competition, and industry.

CSR in Action — Starbucks

Long before its initial public offering (IPO) in 1992, Starbucks was known for
its keen sense of corporate social responsibility, and commitment to
sustainability and community welfare. Starbucks has achieved CSR milestones
such as reaching 99 percent ethically sourced coffee; creating a global network
of farmers; pioneering green building throughout its stores; contributing
millions of hours of community service; and creating a groundbreaking college
program for its partner/employees. Going forward, Starbucks’s goals include
hiring 10,000 refugees across 75 countries; reducing the environmental impact
of its cups; and engaging its employees in environmental leadership.
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Key words:

Accountable (adj) - responsible for the effects of your actions and willing to
explain or be criticized for them

Stakeholder (n) - a person who is considered to be an important part of an
organization or of society because they have responsibility within it and receive
advantages from it

Morale (n) - the level of confidence and positive feelings among a group of

people who work together

Comprehension Questions:

1. What is 'Corporate Social Responsibility’ (CSR)?

2. How can businesses benefit society while boosting their own brands?

3. How can corporate social responsibility change depending on the
company and industry?

4. How can CSR activities contribute to employee and corporation?

5.  Comment on CSR in Action based on Starbucks' Case.

7.3 GREEN ECONOMICS

What is 'Green Economics'?

Green economics is a methodology of economics that supports the harmonious
interaction between humans and nature and attempts to meet the needs of both
simultaneously. Green economic theories encompass a wide range of ideas all
with the interconnected relationship between people and the

capital and ecological services have economic value.

Broadly speaking, supporters of this branch of economics are concerned with
the health of the natural environment and believe that actions should be taken to
protect nature and encourage the positive co-existence of both humans and
nature.
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The way that these economists advocate for the environment is by making an
argument that the environment plays a pivotal role in the economy, and that the
health of any good economy is essentially determined by the health of the
environment it is an essential part of.

Green Economics and Ecological Economics

In many ways, green economics is closely related to ecological economics in
the way that it views natural resources as having measurable economic value
and in how they focus on sustainability and justice. But when it comes to the
application of these ideas, advocates of green economics are more politically
focused. Green economists advocate for a full cost accounting system in which
the entities (government, industry, individuals, etc.) that do harm to or neglect
natural assets are held liable for the damage they do.

There are a few different definitions of a Green Economy or Green Economics.
In 2012, the International Chamber of Commerce (ICC) stated in their
Guidebook to the Green Economy that a green economy is one "in which
economic growth and environmental responsibility work together in a mutually
reinforcing fashion while supporting progress and social development." Some
of the ways that green economics has made its way into the mainstream has
been by way of consumer-facing labels indicating a product or a business'
degree of sustainability.

Key words:

Ecosystem (n) - all the animals and plants in a particular area, and the way
in which they are related to each other and to their environment
Sustainability (n) - able to continue without causing damage to the
environment

Reinforce (v) - to give support to an opinion, idea, or feeling, and make it

stronger

Comprehension Questions:

1.  Whatare ‘Green Economics’ and ‘Ecological Economics’?
2. How are green economic theories related to people and the
environment?
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3. What is the correlation between this branch of economics and the health
of the natural environment?

4. How is Green Economics related to ecological Economics?

5.  What is the conflict arisen by advocates of green economics?

ACTIVITY BANK:

1. Insert the suitable words into the gaps

surveyed integrate issues takingon respondto driver impact
external values rationale retain

The concern over climate change probably is the biggest single1_ of
growth in the CSR industry of late. The great green awakening is making
company after company take a serious look atitsown2__ onthe
environment. It is no surprise, therefore, that 95% of CEOs 3 last year by
McKinsey, a consultancy, said that society now has higher expectations of
business4 __ public responsibilities than it did five years ago. Investors too
are starting to show more interest. Some of the big banks, including Goldman
Sachs and Ubs, have startedto 5 environmental, social and governance
6___ insome of their equity research. Which means that private equity itself
ishavingto7___ public pressure. As well as these 8 pressures, firms
are also facing strong demand for CSR from their employees, so much so that it
has become a serious part of the competition for talent. Ask almost any large

company about the business 9 for its CSR efforts and you will be told
that they help to motivate, attract and 10 staff. “People want to work at a
company where they share the 11 and the ethos,” says Mike Kelly, head

of CSR at the European arm of KPMG, an accounting firm.

2. Insert the suitable words into the gaps

spectacular environment-friendly atthreat desertification’s
shriveling deterioration quantify remedied thrive reverted

Desertification does not so much refer to the spread of existing deserts as the
creation of new ones, through the reduction of productivity of vulnerable
dryland areas by soil 1 and erosion as well as the long-term

2 of natural vegetation.
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All these lead to the loss of soil productivity, degradation of life-support
services provided by nature and put 3____international stability. The

expected climatic change scenarios as projected by the recently published
report of the IPCC give an additional dark shade to an already gloomy picture.
However it is difficult to properly 4 the number of environmental
migrants and the migration routes. Nevertheless, one-third of all people on
Earth (about 2 billion in number) are potential victims of 5 creeping
effect. And, left unchecked, the number of people at risk of displacement due to
severe desertification is an estimated 50 million over the next 10 years — a
sweep of migrants worldwide equal in number to the entire population of south
Africa or south Korea. because dryland desertificationcanbe 6 or even
reverted by using appropriate land management techniques, monitoring and
forecasting areas most at risk are essential, moreover, there are some 7

examples which show how these lands can be 8 into fertile areas. Israel
is the only country worldwide that has successfully restored marginal lands.
Forests 9 in places where trees never took root before, commercial

fishponds dot the desert and algae grow abundantly for use in pharmaceuticals
and health food. All these achievements were possible due to the successful
10___ agricultural projects. In the analyses UN experts iteratively demand

for necessity of turning the disadvantages of the desert to its benefits, outlining

a multi-point prescription for policy reform at every level of the government.

Lean more online

» Explore the video: What steps are suggested to create Sustainable
Cities?

» Creating Sustainable Cities:
https://www.youtube.com/watch?v=fcDDUSUbg9A

» Present your own ideas / approaches to improve your city.
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CASE STUDY BANK

Case Study 1
Management Functions

» Read the case and answer the following gquestions.

1. What management function was most lacking in the case?

2. In order to have a target so that the cost of films would not be too high, what
should United Artists have done for each film?

3. What was a key missing ingredient between the management of United

Artists and its then parent company, Transamerica Corporation?

A Long Wait for Heaven’s Gate One of the worst movie flops of all time
occurred in 1981. It was Heaven’s Gate, produced for United Artists’
Corporation by Michael Cimino. Estimated originally to cost $12 million, the
film cost almost triple that figure. Then it turned out to the box office poison.
Heaven’s Gate was only the most dramatic boo-boo by United Artists. Of ten
films produced in 1980, seven cost twice as much as they drew from rentals.
Experts in the industry criticized United for not having the expertise to select,
coordinate, and monitor difficult firm projects.

United, unlike other film companies, did not have a full staff of production-
liaison executives closely monitoring costs as a film was being shot. In fact,
most films were not planned with a specific cost limit in mind. United Artists at
the time was a company owned by another giant corporation, Transamerica
Corporation. (Later Transamerica sold United Artists to Metro-Goldwyn-
Mayer.) Insiders in the industry said that Transamerica’s management was
never aware of how bad the situation was with Heaven’s Gate. Otherwise, they
would have cut off funds early on.

Over to you...
= After reading and hearing about management, do you think you have
the right skills to be a manager? Would you be able, for example, to set
objectives, motivate and coordinate the staff, and manage a department
store, or a computer manufacturer?
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CASE STUDY 2

Work & Motivation

» Read the case and answer the following questions.

1. What do you think of Sam ‘s conclusion about what he should do?

2. What are some of the influences outside the company that may have caused
the changes in employee attitude and behaviour?

3. If you were Sam, how would you approach this problem?

Sam Spates, manager of the records department in a major insurance company,
was puzzled by the apathy of his work force. When the firm had moved to its
rural location a couple of decades ago, employees had appeared to be careful,
energetic, and compliant. Gradually, however, their attitudes and work
behaviour had changed. Or so it seemed to Sam. Whereas in the past a simple
order to move an employee from one work station to another was never
questioned, it now seemed to induce endless arguments. The pay scale, which
was once regarded by local people as unbelievably high, was now the subject of
bitter complaints. Then there was the matter of misfiling. Ten years ago, more
than 1 percent of misfiled records was considered intolerable. Now, no matter
how hard Sam stayed on the back of his clerical crew, their apparent
carelessness and indifference resulted in a missing rate of more than 3 percent.

Sam reviewed the situation this way: —These employees have better than
average working conditions. Their pay, if not exceptional, is more than
adequate. The employment record here at the company shows them that they
have secure jobs. What more could they possibly want? Finally, at clock-out
time after a particularly discouraging day, Sam came to this conclusion. —This
situation has gotten out of hand. If ever I‘'m going to correct it, I‘ll have to
really crack down on this bunch of malcontents. Tomorrow, I°1l begin putting it
to them.
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Case Study 3

Business Strateqy

» Read the case and answer the following questions.

1. Could Richard have avoided the situation he now finds himself in? If so,
how?

2. What should he do now?

3. What advice would you give him about how to run the company in the
future?

4. What problems can arise when someone starts up a high-technology

enterprise?

Richard Thomas, a brilliant electronics engineer, decided to set up his own
business. He felt there was a gap in the market for low-priced computer
components. The start-up capital for the firm, Computex, was provided by the
bank (an overdraft facility of £25,000) and Richard's savings of £15,000. He
began by hiring another person to help him develop the components. Six
months later they built up a good supply of components and tried to sell them.
But many potential customers were suspicious of the low prices. It was over a
year before Richard got his first order. By that time, he had an overdraft of
£40,000. He was spending all his time advertising the products, running round
to meet customers and trying to persuade them to buy. Three months later, three
things happened. First, a few large orders were received, but Richard had to
wait three months or so before being paid. Second, the bank decided to call in
the overdraft within a month. Third, Richard received offers from two venture
capital companies. The first was prepared to invest £200,000 in return for an
80% share of Richard's business; the second was willing to put up £250,000 for
a 90% share. This was the situation facing Richard Thomas fifteen months after
he had set up his high-technology enterprise.
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Case Study 4

Organizational culture

=  Brainstorming...

Here are some ideas for creating a good working environment. Which do
you consider a) crazy? b) good for motivating staff?

v’ singing at meetings v’ encouraging managers to invite
v dressing in strange clothes staff home for dinner
at meetings v" buying birthday presents for staff
v having no individual v keeping animals and birds at head
offices office
v’ unisex toilets v supplying flowers regularly for all
v’ organizing company offices
holidays v having no dress code

= Read the case. Which of the ideas above are used by the Finnish
company SOL?

Smart in yellow uniforms, staff hurry about in Finland‘s $60 million-a-year
SOL cleaning company carrying laptops and the latest Nokia mobile phones, as
well as heavy-duty vacuum cleaners. This is a company in which people work
when they like, and flexibility is being strongly tested. It is one that Dr. Joseph
Juran, the management guru based in New York, considers to be the future.
SOL‘s owner, Liisa Joronen, a slim, charismatic brunette of 50, back from a 90-
mile keep-fit cross-country ski run in Lapland, says that she has thrown out
traditional management styles and hierarchies in favour of people motivation
and the strict auditing of targets. She has brought fun to the workplace in a
nation noted for its engineering innovation, but also for its people‘s shyness and
introversion. This most extrovert of Scandinavian business leaders sometimes
dresses as a sunflower and sings at sales meetings if it will help.
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The company’s name is from the Spanish for sun, and its sun logo has a curved
line turning it into a smile. The key words around SOL are freedom, trust,
goals, responsibility, creativity, joy of working and lifelong learning, Ms
Joronen says.

People’s creativeness is restricted by routine and traditional office hours. As
work becomes more competitive, so we need more flexible, creative and
independent people. To help staff towards independence of mind, Liisa has
abolished territorial space, such as individual offices and desks, and organized a
communal area similar to a social club. It has a colourful playground, with
trees, caged birds and small animals, a nursery, a billiard table, sofas, modern
art and kitchen corners. Staff sit anywhere. There is not a secretary in sight. The
boss makes the tea if everyone is on the phone to the field teams. Headquarters
can be empty in the day and busy in the evenings and weekends. One
headquarter’s worker, keen to go to midweek tango classes, was switching tasks
with a colleague. The person supervising the cleaning of Helsinki’s metro was
working from home. Flying the country Economy Class, Liisa tells 3,500 staff
at 25 branches to kill routine before it kills you. At SOL Days, Japanese-style
motivation sessions, she has the whole hall dancing, and urges staff: The better
you think you are, the better you will become. Half the country sees Liisa as a
revolutionary boss, and several television programmes have been devoted to
her. The other half thinks she is crazy. (From The Times)

=  Work in two groups.
Group A completes the information file on Liisa Joronen.
Group B completes the information file on her company, SOL.
When you have finished, check each other’s files.

A. Liisa Joronen B. SOL cleaning company
Age: Location:

Position: Number of staff:

Physical appearance: Number of brunches:
Personality: Logo:

Leadership ideas/style: Working conditions/practices:
Public image:
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Case Study 5

Organizational structure

» Read the case and answer the following questions.

1. What is the name of the reporting system that the chief executive officer of
the Thomas National Group originally set up for the organization? What were
some of its shortcomings?

2. What was the form of departmentalization originally chosen? What were
some of its limitations?

3. What new form of departmentalization was added to the old structure?

4. Is the new organization structure more centralized or less centralized than

before? What are its advantages and disadvantages?

When Tom Barrea, chief executive officer, set up an organization structure for
his company, he did it all by the book. The Thomas National Group would
provide data processing services to other companies for a fee. The company
would be relatively small, with about 100 employees. As chairperson, Tom had
three vice presidents reporting to him. Each was in charge of a separate
function — marketing, programming, and data processing. In turn, each of these
vice presidents had a number of specialized managers reporting to them. Under
this system, when someone down the line had a problem, the employee would
bring it to his or her manager for an answer. If it couldn‘t be resolved at that
point, the problem would be relayed up the line to the next level for solution.

Work had been delegated so that each person knew the limits of responsibility
and authority and who his or her boss was. Problems began, however, when this
vertical system kept the company‘s relatively small staff of people from
communicating with one another across functions. If a programmer got an idea,
for example, it would have to pass up the line to the president before getting the
benefit of the thinking in, say, the data processing department. The company
was also adding new services to be offered to its customers. Under the original
organization system, there would have to be a specialist for the new service in
each department.
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Gradually, communications in the company broke down. Problems took forever
to be solved. Management was increasingly indecisive. Finally, Barrea changed
the company‘s organization structure. Instead of a narrow, vertical pattern, he
created a broader, horizontal one. Now Barrea has only the three functional vice
presidents reporting to him, he also has an executive vice president to
coordinate administrative affairs and three vice presidents who head up the new
special services. Each vice president has been given greater authority to deal
with problems in his or her area. Barrea is in constant touch with all seven vice
presidents. He encourages communications between departments. And even the
lowest-ranking person in the organization has only a level or two to get to the
top.
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Case Study 6

Leadership

Read the case and answer the following questions.

1. What kind of leadership would you say is now being used at this plant?

2. What kinds of motivational attractions does the EI process have for
employees?

3. Why didn‘t the workers do something about the productivity problem earlier
by themselves?

4. What is the implication of calling EI a process* rather than a program*?

The Factory That Turned Itself Around

In 1979, Ford Motor Company was about to shut down its stamping plant in
suburban Cleveland. The plant was at the bottom of the productivity pile among
nine plants in the division. Communications between management people and
hourly employees was almost nil. Production departments were quarrelling
endlessly with the staff support departments. Then a near miracle occurred. By
1981, the plant improved its productivity dramatically. It established a
reputation for management and employees cooperation. And Ford decided to
keep the 3,000-employee plant open.

Credit for the progress goes to a process known at Ford as Employee
Involvement, or simply EI. Ford does not call it a program, but simply a
process. The change in employee attitudes was preceded, says Ford, by a new
attitude on the part of the Ford Motor Company — and of the plant‘s
management. Three words describe the new management attitude: respect,
trust, and confidence. With that attitude in place, the EI operates on the basis of
employee participation in identifying and in solving problems associated with
their work. The EI process was spearheaded by appointing new plant
management which met with work groups throughout the factory. The meetings
provided factual information about the critical productivity problems.

The new managers acknowledged the mistakes that had been made by a totally
autocratic, production-driven Ford management. Under EI, 36 voluntary groups
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of employees and supervisors were created. They met regularly on company
time to uncover and dig into problems of all sorts. There was no game playing.
The focus was always on accepting mutual responsibility for a problem and
solving it. As one example, the daily rate of rejection for dash panel stampings
had been 150. An EI suggestion for changes in the stamping tools reduced the
rejection rate to 40. Typical employee comments sounded like these: _There‘s
only one thing wrong with EI It‘s 25 years late. It‘s had a tremendous impact
on attitudes here.® When guys on the line see something going wrong, they
want it fixed right away. Before El, they let it happen so that they could take an
extra rest break.‘ Three or four years ago when a boss came down on the floor,
nobody would really talk to him. Now, if we have something to say, we spit it
out. And he‘s listening.’
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Case Study7

Human Resources Management

» Read the case and make the decisions on the questions below.

1. What are the implications for the personnel department of new legal rulings
against firing for unjust cause?

2. If you were an employer, would you put more effort into screening and
training employees, given these rulings? Who may benefit?

3. The trend in handling wrongful discharge cases has been to call in an
arbitrator such as the ones that Montana demands. What benefits do you see
from arbitration versus suing employers?

The Dangers of Firing Employees

The common law has previously maintained the right of an employer to fire an
employee under something called the employment-at-will doctrine. But lately
this doctrine has come under attack because of recent legal rulings. Employers
can still fire people, but they may incur some expensive consequences if
employees sue. California employees have won jury verdicts of $10 million and
more. In recent years, state courts in some 46 states have made it legal for
employees to sue their employers for wrongful discharge. This has resulted in
backlog of some 25,000 such cases. Such companies, in response, are forcing
employees to sign statements saying that they can be fired at any time. Fired
employees tend to sue anyway. A different approach to such problems is to go
to arbitration. In Montana, one cannot fire an employee without —just cause,
and liability awards are limited. The state also requires employers to go to
outside arbitration when cases arise of alleged wrongful discharge. In the past,
more than 50 percent of all discharge cases taken to arbitration are decided
against the employer (80 percent in California). Corporate personnel manuals
are getting more detailed to protect against legal action. For example, the Del E.
Webb Corporation stuck the word permanent from employee descriptions. NAS
Insurance Services, Inc., in California, offers insurance for companies sued for
wrongful discharge. It has been estimated that only 2 out of every 1,000
employees is fired unjustly, but that amounts to some 55,000 workers a year.
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Answer the following questions.

1. What do you think of Sam‘s conclusion about what he should do?

2. What are some of the influences outside the company that may have caused
the changes in employee attitude and behaviour?

3. If you were Sam, how would you approach this problem?

Sam Spates, manager of the records department in a major insurance company,
was puzzled by the apathy of his work force. When the firm had moved to its
rural location a couple of decades ago, employees had appeared to be careful,
energetic, and compliant. Gradually, however, their attitudes and work
behaviour had changed. Or so it seemed to Sam. Whereas in the past a simple
order to move an employee from one work station to another was never
questioned, it now seemed to induce endless arguments. The pay scale, which
was once regarded by local people as unbelievably high, was now the subject of
bitter complaints. Then there was the matter of misfiling. Ten years ago, more
than 1 percent of misfiled records was considered intolerable. Now, no matter
how hard Sam stayed on the back of his clerical crew, their apparent
carelessness and indifference resulted in a missing rate of more than 3 percent.

Sam reviewed the situation this way: —These employees have better than
average working conditions. Their pay, if not exceptional, is more than
adequate. The employment record here at the company shows them that they
have secure jobs. What more could they possibly want? Finally, at clock-out
time after a particularly discouraging day, Sam came to this conclusion. —This
situation has gotten out of hand. If ever I‘'m going to correct it, I‘ll have to
really crack down on this bunch of malcontents. Tomorrow, ‘1l begin putting it
to them.
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CASE STUDY 8

Microsoft

» Read the case and answer the following questions.

1. What is Gates’ method of implementing the four functions of
management when launching a new product?

2. How does Microsoft reflect Gates” management skills, as described in
this case?

3. Describe some of the roles Gates plays at Microsoft. Are they typical
of management activities? Discuss.

4. From the text find as many words as possible that are attributed to B.

Gate‘s successful implementation of the four management functions.

Microsoft owner William H. Gates has been called many things: whiz-kid, cut-
throat salesman, computer cult figure, capitalist brigand, and the richest man in
America. But while others have tried to pin down a label, Gates has worked
hard and Microsoft has emerged as the single most important force in the
computer industry.

Launched in 1978, Microsoft employed only 13 workers and sold $1 million
worth of software. It now employs more than 11,800 people worldwide and
sold $2.76 billion worth of software in 39 languages. In an industry of
incredible dynamics, where Microsoft leads, others follow.

Gates amassed a personal fortune of more than $7 billion by foreseeing the
pervasiveness of the personal computer. His first deep shot came when IBM
decided to use Microsoft‘'s MS-DOS operating system in 1980. Today the
system is in 100 million PCs.

Despite the company‘s phenomenal growth, Bill Gates remains the single most
important influence in Microsoft‘s corporate culture. Gates strives to maintain a
sense of connectedness among employees and to avoid big company pitfalls.
Whether in programming or marketing, group size is limited and may be
divided into subgroups, ensuring task manageability and full participation.
When new products are developed, Gates selects a team of approximately 10
people from engineering and marketing, set goals, and divides up work.
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Gates willingly delegates authority, but can be pernickety about how it is used.
He meets with the group every two weeks to review progress and iron out
problems, and it is here that Gates can be incisive, sarcastic and often
intimidating.

Gates is not above employing competitors’ successful techniques. He learned
from IBM that large companies are better at keeping development projects on
track, a rarity for most start-up companies. He emulated the IBM meeting
schedules for new product teams and laid down strict parameters and deadlines.

Gates has followed another simple rule: hire smart people, challenge them to
think, be committed; and work hard. The average worker puts in 60 to 80 hours
a week, yet the company typically receives more than 120,000 resumes in a
year, and many recruits turn down higher paying offers with other companies in
favour of Microsoft‘s performance bonuses and stock ownership options.

Meanwhile Gates, who envisioned bringing computing power to the masses
well before his time, is pressing relentlessly forward with Windows NT, the
latest evolution in graphic interface software. His product strategy of
determining where the future lies and betting the ranch on getting there first M
has been vindicated. He combines a rare blend of characteristics: business sense
and intellectual depth, go-power and technical expertise. His excellent planning
brings in the type of professional upper management he needs and entices the
best young technical minds in the nation to jump on board. He exhibits
phenomenal staying power in an industry known for high burnout.
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CASE STUDY 9

A Long Wait for Heaven’s Gate

» Read the Case and answer the following questions.

1. What management function was most lacking in the case?

2. In order to have a target so that the cost of films would not be too high, what
should United Artists have done for each film?

3. What was a key missing ingredient between the management of United

Artists and its then parent company, Transamerica Corporation?

One of the worst movie flops of all time occurred in 1981. It was Heaven‘s
Gate, produced for United Artists® Corporation by Michael Cimino. Estimated
originally to cost $12 million, the film cost almost triple that figure. Then it
turned out to the box office poison. Heaven‘s Gate was only the most dramatic
boo-boo by United Artists. Of ten films produced in 1980, seven cost twice as
much as they drew from rentals. Experts in the industry criticized United for
not having the —expertise to select, coordinate, and monitor difficult firm
projects.

United, unlike other film companies, did not have a full staff of production-
liaison executives closely monitoring costs as a film was being shot. In fact,
most films were not planned with a specific cost limit in mind. United Artists at
the time was a company owned by another giant corporation, Transamerica
Corporation. (Later Transamerica sold United Artists to Metro-Goldwyn-
Mayer.) Insiders in the industry said that Transamerica‘s management was
never aware of how bad the situation was with Heaven‘s Gate. Otherwise, they
would have cut off funds early on.

= After reading about management, do you think you have the right
skills to be a manager? Would you be able, for example, to set
objectives, motivate and coordinate the staff, and manage a
department store, or a computer manufacturer?
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ANSWER KEY

Chapter 1.

1. (1) confrontation, (2) put off, (3) tackling, (4) career, (5) criticizing, (6)
communication, (7) to state, (8) a shock

3. (1) earn, (2) satisfy, (3) satisfaction, (4) attempt, (5) dissatisfied /demotivated or
(6) demotivated/dissatisfied, (7) subordinates, (8) repetitive

READING: Management: an Art or a Science? Ex. 2 a-2, b-6, c-1, d-7, e-5, 1-8, g-
3, h-9,i-4

Chapter 2.

1. (1) distinguish, (2) authority, 3) departments, (4) describe, (5) delegating, (6)
activities, (7) complicated, (8) carry out, (9) performed, (10) level, (11) take
3WLERD,R3)C, @F B)L, B)A (G B K, (9E, (10)B, (11)J, (12) H
4. (1) expand, (2) diverse, (3) basis, (4) advantage, (5) multi-cultural, (6) diversity,
(7) applies, (8) innovative, (9) areas, (10) goal, (11) creates

Chapter 3.

1. (1) vacancy, (2) standard, (3) a job description, (4) a profile, (5) skills,
(6) recruitment, (7) internal, (8) agency, (9) advertisements, (10) a list of
candidates, (11) recruitment process, (12) interviews

2. (1) challenge, (2) corporate board, (3) aware, (4) pool, (5) flexibility, (6)
priorities, (7) critically, (8) make, (9) manage, (10) to trust

3. B (1) ethics, (2) ethical, (3) morals, (4) moral, (5) morals, (6) ethics,

(7) Morale, (8) moral

4. (1) owner, (2) — fulfilled, (3) fairness, (4) contribution, (5) altering,

(6) leadership, (7) disclosure, (8) effective
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Chapter 4.

1. (1) wholesale, (2) hoarding, (3) export, (4) boom, (5) input, (6) refining, (7)
credit, (8) to grow, (9) developing, (10) developed,

(odd — to arise, insurance)

2. (1) concerned, (2) swiftly, (3) held up, (4) came up, (5) solution, (6)
contaminated, (7) bid, (8) purity, (9) conclusively (10) attribute (11) emerged, (12)
responsible, (13) substandard, (14) automotive

Chapter 5.

1. (1) controlled, (2) about, (3) purchased, (4) obtain, (5) customers, (6) access,
(7) are, (8) offering, (9) loyalty, (10) options, (11) shop
2. (1) include, factors, get, charge, more, buy, is, also, lower, much
(2) marketing, away, business, have, to know, market, marital, spend, to market
3. (1) degree, (2) department, (3) research, (4) require, (5) advantage, (6)
permanent, (7) most, (8) business, (9) need, (10) skills

Chapter 6.

1. (1) free market, (2) consumer-based,(3) competition, (4) innovation, (5)
differential, (6) competitive, (7) services, (8) promotional, (9) existing, (10)
products, (11) structural

2. (1) hostile offer, (2) provide, (3) to purchase, (4) terms, (5) economic penalties,
(6) hostile takeover, (7) altered, (8) effectiveness, (9) are armed, (10) offers

3. (1) save, (2) earn, (3) Contribute, (4) Performance, (5) ups and downs, (6)
debate, (7) come from, (8) reflect, (9) personal savings, (10) praise, (11) blame,
(12) in office, (13) end up, (14) federal deficit

Chapter 7.

1. (1) driver, (2) impact, (3) surveyed, (4) taking on, (5) integrate, (6) issues, (7)
respond to, (8) external, (9) rationale, (10) retain, (11) values

2. (1) deterioration, (2) shriveling, (3) at threat, (4) quantify, (5) desertification’s,
(6) remedied, (7) spectacular, (8) reverted, (9) thrive, (10) environment-friendly
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