NOTE:  There are 55 questions on the exam, each worth 1.818 points, for 100 points available.
Chapter 5
Social Responsibility & Managerial Ethics

List & define the 2 views of Social Responsibility.

Classical - Management’s only social responsibility is to maximize profits (create a financial return) by operating the business in the best interests of the stockholders (owners of the corporation).

Socioeconomic - Management’s social responsibility goes beyond making profits to include protecting and improving society’s welfare.  To do the :right” thing.

Name 3 arguments against Social Responsibility:
· Violation of profit maximization

· Dilution of purpose

· Costs

· Too much power

· Lack of skills

· Lack of accountability

Define Social Obligation:
· The obligation of a business to meet its economic and legal responsibilities and nothing more.

Define Social Responsiveness:

· When a firm engages in social actions in response to some popular social need. 

Define the Greening of Management:
The recognition of the close link between an organization’s decision and activities and its impact on the natural environment.

Name 3 of the 4 approaches to “going green”:

Legal Approach


Market Approach


Stakeholder Approach


Activist Approach

What is the global standard for environmental management?


ISO 14001

Name 2 of the 4 purposes of shared values:

· 
Guiding managerial decisions

· Shaping employee behavior

· Influencing the direction of marketing efforts

· Building team spirit

Define ethics:

· Principles, values, and beliefs that define what is right and wrong behavior.

What are the 3 levels of individual moral development?  Know definitions.

· Preconventional level

· Conventional level

· Principled level

At what stage of moral development are most adults?


Stage 4 – “good corporate citizen”

Define Locus of Control & list 2 degrees:

· A personality attribute that measures the degree to which people believe they control their own life.

· Internal locus: the belief that you control your destiny.

· External locus: the belief that what happens to you is due to luck or chance.

List 4 structural (corporate) variables that can influence managerial ethics:
· formal rules & regulations

· job descriptions

· written code of ethics

· performance evaluation systems

· reward systems

· behavior of upper management

· strong culture

· culture high in risk tolerance, control & conflict tolerance

List 3 of 6 determinants of issue intensity:

· Consensus of wrong

· Probablilty of harm

· Immediacy of consequences

· Proximity to victim

· Concentration of effect

· Greatness of harm

Define & describe Foreign Corrupt Practices Act:

· Makes it illegal to corrupt a foreign official yet “token” payments to officials are permissible when doing so is an accepted practice in that country.

Define & describe the Global Compact:

· 9 principles intended to give guidelines for doing business globally.

· Addresses human rights, labor, & anti-corruption

· Introduced in 1999 by United Nations, ratified by 36 countries

List 4 of 7 ways managers can improve ethical behavior in an organization:

1. Hire individuals with high ethical standards.

2. Establish codes of ethics and decision rules.

3. Lead by example.

4. Set realistic job goals and include ethics in performance appraisals.

5. Provide ethics training.

6. Conduct independent social audits.

7. Provide support for individuals facing ethical dilemmas.

How can an organization effectively use a Code of Ethics?
· Develop a code of ethics as a guide in handling ethical dilemmas in decision making.

· Communicate the code regularly to all employees.

· Have all levels of management continually reaffirm the importance of the ethics code and the organization’s commitment to the code.

· Publicly reprimand and consistently discipline those who break the code.

How can managers demonstrate ethical leadership?

· Being ethical and honest at all times.

· Telling the truth; don’t hide or manipulate information.

· Admitting failure and not trying to cover it up.

· Communicating shared ethical values to employees through symbols, stories, and slogans.

· Rewarding employees who behave ethically and punish those who do not.

· Protecting employees (whistleblowers) who bring to light unethical behaviors or raise ethical issues.

What is a Social Entrepreneur?

· Are individuals or organizations who seek out opportunities to improve society by using practical, innovative, and sustainable approaches.

· Want to make the world a better place and have a driving passion to make that happen. 

Chapter 6
Decision Making

Name the steps in the decision-making process:

· Identifying a problem and decision criteria and allocating weights to the criteria.

· Developing, analyzing, and selecting an alternative that can resolve the problem.

· Implementing the selected alternative.

· Evaluating the decision’s effectiveness.

Define a decision-making problem (step 1):

· Problem

· A discrepancy between an existing and desired state of affairs.

· Characteristics of Problems

· A problem becomes a problem when a manager becomes aware of it.

· There is pressure to solve the problem.

· The manager must have the authority, information, or resources needed to solve the problem.

Define decision criteria (step 2):

· Decision criteria are factors that are important (relevant) to resolving the problem.

· Costs that will be incurred (investments required)

· Risks likely to be encountered (chance of failure)

· Outcomes that are desired (growth of the firm)

How do you analyze the decision alternatives (step 5)?

· Appraising each alternative’s strengths and weaknesses (mini SWOT analysis)
· An alternative’s appraisal is based on its ability to resolve the issues identified in steps 2 and 3.

What is step 7 in the decision-making process?

· Putting the chosen alternative into action.

· Conveying the decision to and gaining commitment from those who will carry out the decision.

The decision-making process is not complete until you – 

· Evaluate the decision’s effectiveness.  The soundness of the decision is judged by its outcomes.

· How effectively was the problem resolved by outcomes resulting from the chosen alternatives?

· If the problem was not resolved, what went wrong?

List examples of types of decisions managers face:

See Exhibit 6-5 (slide #15)

Define rational decision making:

· Managers make consistent, value-maximizing choices with specified constraints.

· Assumptions are that decision makers:

· Are perfectly rational, fully objective, and logical.

· Have carefully defined the problem and identified all viable alternatives.

· Have a clear and specific goal

· Will select the alternative that maximizes outcomes in the organization’s interests rather than in their personal interests.

What is bounded rationality?

· Managers make decisions rationally, but are limited (bounded) by their ability to process information.

· Assumptions are that decision makers:

· Will not seek out or have knowledge of all alternatives

· Will satisfice—choose the first alternative encountered that satisfactorily solves the problem—rather than maximize the outcome of their decision by considering all alternatives and choosing the best.

Intuitive decision making is:

· Making decisions on the basis of experience, feelings, and accumulated judgment. 
What is a structured problem, and how should managers deal with it?

· Involve goals that clear.

· Are familiar (have occurred before).

· Are easily and completely defined—information about the problem is available and complete.

· Programmed Decision

· A repetitive decision that can be handled by a routine approach.
List 4 of 6 types of programmed decisions (know definitions/examples):

· Policy

· A general guideline for making a decision about a structured problem.

· Procedure

· A series of interrelated steps that a manager can use to respond (applying a policy) to a structured problem.

· Rule

· An explicit statement that limits what a manager or employee can or cannot do.

· Policy

· Accept all customer-returned merchandise.

· Procedure

· Follow all steps for completing merchandise return documentation.

· Rules

· Managers must approve all refunds over $50.00.

· No credit purchases are refunded for cash.

What is a unstructured problem, and how should managers deal with it?

· Problems that are new or unusual and for which information is ambiguous or incomplete.

· Problems that will require custom-made solutions.

· Nonprogrammed Decisions

· Decisions that are unique and nonrecurring.

· Decisions that generate unique responses.

Decisions are made under conditions of either:
· Certainty

· A situation in which a manager can make an accurate decision because the outcome of every alternative choice is known.

· Risk

· A situation in which the manager is able to estimate the likelihood (probability) of outcomes that result from the choice of particular alternatives.

· Uncertainty

· Limited information prevents estimation of outcome probabilities for alternatives associated with the problem and may force managers to rely on intuition, hunches, and “gut feelings”.

What strategies can managers use to deal with uncertainty in decision-making?  (Know definitions – will not have to calculate.)
· Maximax: the optimistic manager’s choice to maximize the maximum payoff

· Maximin: the pessimistic manager’s choice to maximize the minimum payoff

· Minimax: the manager’s choice to minimize maximum regret.

List & discuss 2 of 4 types of decision-making styles:
· Directive

· Use minimal information and consider few alternatives.

· Analytic

· Make careful decisions in unique situations.

· Conceptual

· Maintain a broad outlook and consider many alternatives in making decisions.

· Behavioral

· Avoid conflict by working well with others and being receptive to suggestions.

List 5 decision-making biases & errors:

· Heuristics

· Using “rules of thumb” to simplify decision making.

· Overconfidence Bias

· Holding unrealistically positive views of one’s self and one’s performance.

· Immediate Gratification Bias

· Choosing alternatives that offer immediate rewards and that to avoid immediate costs.

· Anchoring Effect

· Fixating on initial information and ignoring subsequent information.

· Selective Perception Bias

· Selecting organizing and interpreting events based on the decision maker’s biased perceptions.

· Confirmation Bias

· Seeking out information that reaffirms past choices and discounting contradictory information.

· Framing Bias

· Selecting and highlighting certain aspects of a situation while ignoring other aspects.

· Availability Bias

· Losing decision-making objectivity by focusing on the most recent events.

· Representation Bias

· Drawing analogies and seeing identical situations when none exist.

· Randomness Bias

· Creating unfounded meaning out of random events.

· Sunk Costs Errors

· Forgetting that current actions cannot influence past events and relate only to future consequences.

· Self-Serving Bias

· Taking quick credit for successes and blaming outside factors for failures.

· Hindsight Bias

· Mistakenly believing that an event could have been predicted once the actual outcome is known (after-the-fact).

What are the characteristics of an effective decision-making process?

· It focuses on what is important.

· It is logical and consistent.

· It acknowledges both subjective and objective thinking and blends analytical with intuitive thinking.

· It requires only as much information and analysis as is necessary to resolve a particular dilemma.

· It encourages and guides the gathering of relevant information and informed opinion.

· It is straightforward, reliable, easy to use, and flexible.

Chapter 7

Foundations of Planning

Define planning:

· A primary managerial activity that involves:

· Defining the organization’s goals

· Establishing an overall strategy for achieving those goals

· Developing plans for organizational work activities.

What are the 2 types of planning?

· Informal: not written down, short-term focus; specific to an organizational unit.

· Formal: written, specific, and long-term focus, involves  shared goals for the organization.

What are the purposes of planning?

· Provides direction

· Reduces uncertainty

· Minimizes waste and redundancy

· Sets the standards for controlling

What is the relationship between planning & performance?

· Formal planning is associated with:

· Higher profits and returns on assets.

· Positive financial results.

· The quality of planning and implementation affects performance more than the extent of planning.

· The external environment can reduce the impact of planning on performance,

· Formal planning must be used for several years before planning begins to affect performance.

Name the elements of planning:
· Goals (also Objectives)

· Desired outcomes for individuals, groups, or entire organizations

· Provide direction and evaluation performance criteria

· Plans

· Documents that outline how goals are to be accomplished

· Describe how resources are to be allocated and establish activity schedules

What types of goals are addressed by planning?

· Financial Goals

· Are related to the expected internal financial performance of the organization.

· Strategic Goals

· Are related to the performance of the firm relative to factors in its external environment (e.g., competitors).

· Stated Goals versus Real Goals

· Broadly-worded official statements of the organization (intended for public consumption) that may be irrelevant to its real goals (what actually goes on in the organization).

What are the 4 planning criterion for describing goals?

· Breadth

· Time Frame

· Specificity

· Frequency of use

What type of plans are categorized by breadth?

· Strategic Plans

· Apply to the entire organization.

· Establish the organization’s overall goals.

· Seek to position the organization in terms of its environment.

· Cover extended periods of time.

· Operational Plans

· Specify the details of how the overall goals are to be achieved.

· Cover short time period.

What type of plans are categorized by time frame?

· Long-Term Plans

· Plans with time frames extending beyond three years

· Short-Term Plans

· Plans with time frames on one year or less

What type of plans are categorized by specificity?

· Specific Plans

· Plans that are clearly defined and leave no room for interpretation

· Directional Plans

· Flexible plans that set out general guidelines, provide focus, yet allow discretion in implementation.

What type of plans are categorized by frequency of use?

· Single-Use Plan

· A one-time plan specifically designed to meet the need of a unique situation.

· Standing Plans

· Ongoing plans that provide guidance for activities performed repeatedly.

What is the downside of traditional goal ssetting?

· Each successive level of management develops its own interpretation of goals (like gossip)

Define MBO (Management by Objectives):

· Specific performance goals are jointly determined by employees and managers.

· Progress toward accomplishing goals is periodically reviewed.

· Rewards are allocated on the basis of progress towards the goals.

· Key elements of MBO:

· Goal specificity, participative decision making, an explicit performance/evaluation period, feedback

Name 3 of 5 steps in goal setting:

1.  Review the organization’s mission statement.

Do goals reflect the mission?

2.  Evaluate available resources.

Are resources sufficient to accomplish the mission?

3. Determine goals individually or with others.

Are goals specific, measurable, and timely?

4. Write down the goals and communicate them.

Is everybody on the same page?

5. Review results and whether goals are being met.

What changes are needed in mission, resources, or goals?

Chapter 8
Strategic Management

What is Strategic Management?
· What managers do to develop the organization’s strategies.

Strategies

· The decisions and actions that determine the long-run performance of an organization. 

The business model:

· Is a strategic design for how a company intends to profit from its strategies, work processes, and work activities.

· Focuses on two things:

· Whether customers will value what the company is providing.

· Whether the company can make any money doing that.

What are the steps of the Strategic Management process?

· Step 1: Identifying the organization’s current mission, goals, and strategies

· Mission: the firm’s reason for being

· The scope of its products and services

· Goals: the foundation for further planning

· Measurable performance targets

· Step 2: Doing an external analysis

· The environmental scanning of specific and general environments

· Focuses on identifying opportunities and threats

· Step 3: Doing an internal analysis

· Assessing organizational resources, capabilities, and activities:

· Strengths create value for the customer and strengthen the competitive position of the firm.

· Weaknesses can place the firm at a competitive disadvantage.

· Analyzing financial and physical assets is fairly easy, but assessing intangible assets (employee’s skills, culture, corporate reputation, and so forth) isn’t as easy.

NOTE:  Steps 2 and 3 combined are called a SWOT analysis. (Strengths, Weaknesses, Opportunities, and Threats)

· Step 4: Formulating strategies

· Develop and evaluate strategic alternatives

· Select appropriate strategies for all levels in the organization that provide relative advantage over competitors

· Match organizational strengths to environmental opportunities

· Correct weaknesses and guard against threats

· Step 5: Implementing strategies

· Implementation: effectively fitting organizational structure and activities to the environment.

· The environment dictates the chosen strategy; effective strategy implementation requires an organizational structure matched to its requirements.

· Step 6: Evaluating results

· How effective have strategies been?

· What adjustments, if any, are necessary?

What are the 3 levels at which strategic planning takes place?

· Corporate

· Business

· Functional

What are the 3 types of corporate strategies?

· Growth

· Stability

· Renewal

Name 3 of 4 types of growth strategies:

· Concentration

· Vertical integration

· Horizontal integration

· Diversification

Define “concentration” growth strategy:

· Focusing on a primary line of business and increasing the number of products offered or markets served.

What are the components of Vertical Integration?

· Backward vertical integration: attempting to gain control of inputs (become a self-supplier).

· Forward vertical integration: attempting to gain control of output through control of the distribution channel or provide customer service activities (eliminating intermediaries).

Define Horizontal Integration:
· Combining operations with another competitor in the same industry to increase competitive strengths and lower competition among industry rivals.

Name 2 possible Diversification strategies:

· Related Diversification

· Expanding by combining with firms in different, but related industries that are “strategic fits.”

· Unrelated Diversification

· Growing by combining with firms in unrelated industries where higher financial returns are possible.

Define Stability growth strategy:

· A strategy that seeks to maintain the status quo to deal with the uncertainty of a dynamic environment, when the industry is experiencing slow- or no-growth conditions, or if the owners of the firm elect not to grow for personal reasons.

What are the 2 approaches to a Renewal growth strategy?

· Renewal - Developing strategies to counter organization weaknesses that are leading to performance declines.

· Retrenchment: focusing of eliminating non-critical weaknesses and restoring strengths to overcome current performance problems.

· Turnaround: addressing critical long-term performance problems through the use of strong cost elimination measures and large-scale organizational restructuring solutions.

What are the components of the BCG (Boston Consulting Group) Matrix for corporate portfolio analysis?
· Classifies firms as:

· Cash cows: low growth rate, high market share

· Stars: high growth rate, high market share

· Question marks: high growth rate, low market share

· Dogs: low growth rate, low market share

What is a Business (or Competitive) Strategy?

· A strategy focused on how an organization should compete in each of its SBUs (strategic business units).
· Each organization strives to differentiate itself from the competition by developing a business strategy that will capture a segment of the market.
Define Competitive Advantage:

· An organization’s distinctive competitive edge.

· Quality as a Competitive Advantage

· Differentiates the firm from its competitors.

· Can create a sustainable competitive advantage.

· Represents the company’s focus on quality management to achieve continuous improvement and meet customers’ demand for quality.

Name 3 of 5 competitive forces in Michael Porter’s framework for creating and sustaining a competitive advantage:
· Threat of New Entrants

· The ease or difficulty with which new competitors can enter an industry.

· Threat of Substitutes

· The extent to which switching costs and brand loyalty affect the likelihood of customers adopting substitutes products and services.

· Bargaining Power of Buyers

· The degree to which buyers have the market strength to hold sway over and influence competitors in an industry. 

· Bargaining Power of Suppliers

· The relative number of buyers to suppliers and threats from substitutes and new entrants affect the buyer-supplier relationship.

· Current Rivalry

· Intensity among rivals increases when industry growth rates slow, demand falls, and product prices descend.

What are Porter’s 3 strategies for dealing with competitive forces?

· Cost Leadership Strategy

· Seeking to attain the lowest total overall costs relative to other industry competitors.

· Differentiation Strategy

· Attempting to create a unique and distinctive product or service for which customers will pay a premium.

· Focus Strategy

· Using a cost or differentiation advantage to exploit a particular market segment rather a larger market.

What is the Rule of Three?

· The competitive forces in an industry will create a situation where three companies (full-line generalists) will dominate a market.

· Some firms in the market become “super niche players” and while others end up as “ditch dwellers.”

· Firms unable to develop either a cost or differentiation advantage become “stuck in the middle” and lack prospects for long-term success.

· A few firms successfully pursue both differentiation and cost advantages.

How can managers today create Strategic Flexibility?

· Know what’s happening with strategies currently being used by monitoring and measuring results.

· Encourage employees to be open about disclosing and sharing negative information.

· Get new ideas and perspectives from outside the organization.

· Have multiple alternatives when making strategic decisions.

· Learn from mistakes.

Give examples of Porter’s 3 strategies as applied to e-commerce:
· Cost Leadership

· On-line activities: bidding, order processing, inventory control, recruitment and hiring

· Differentiation

· Internet-based knowledge systems, on-line ordering and customer support

· Focus

· Chat rooms and discussion boards, targeted web sites

How can the Internet be utilized in customer service strategies?

· Giving the customers what they want.

· Communicating effectively with them.

· Providing employees with customer service training.

Define “First Mover”:
· An organization that brings a product innovation to market or use a new process innovations

Name several First Mover advantages & disadvantages:

See Exhibit 8-8 (slide 38)
