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1.   Management accounting

Management accounting is concerned with the provisions and use of accounting (1.A) information to managers within organizations, to provide them with the basis in making informed business decisions that would allow them to be better equipped in their management and control functions. Unlike financial accountancy (1.B) information (which, for public companies, is public information), management accounting information is used within an organization (typically for decision-making) and is usually confidential and its access available only to a select few.

1.A.  Accountancy (profession)[1] or accounting (methodology) is the measurement, statement or provision of assurance about financial information primarily used by managers, investors, tax authorities and other decision makers to make resource allocation decisions within companies, organizations, and public agencies. The terms derive from the use of financial accounts.

Accounting is the discipline of measuring, communicating and interpreting financial activity. Accounting is also widely referred to as the "language of business".[2]
Financial accounting is one branch of accounting and historically has involved processes by which financial information about a business is recorded, classified, summarised, interpreted, and communicated; for public companies, this information is generally publicly-accessible. By contrast management accounting information is used within an organisation and is usually confidential and accessible only to a small group, mostly decision-makers. Tax Accounting is the accounting needed to comply with jurisdictional tax regulations.

Practitioners of accountancy are known as accountants. There are many professional bodies for accountants throughout the world. Many allow their members to use titles indicating their membership or qualification level. Examples are Chartered Certified Accountant (ACCA or FCCA), Chartered Accountant (FCA, CA or ACA), Management Accountant (ACMA, FCMA or AICWA), Certified Public Accountant (CPA) and Certified General Accountant (CGA or FCGA).

Auditing is a related but separate discipline, with two sub-disciplines: internal auditing and external auditing. External auditing is the process whereby an independent auditor examines an organisation's financial statements and accounting records in order to express an opinion as to the truth and fairness of the statements and the accountant's adherence to Generally Accepted Accounting Principles (GAAP), or International Financial Reporting Standards (IFRS), in all material respects. Internal auditing aims at providing information for management usage, and is typically carried out by auditors employed by the company, and sometimes by external service providers.

Accounting/accountancy attempts to create accurate financial reports that are useful to managers, regulators, and other stakeholders such as shareholders, creditors, or owners. The day-to-day record-keeping involved in this process is known as bookkeeping.

1.A.1.  Modern accounting/accountancy
Accounting is the process of identifying, measuring and communicating economic information so a user of the information may make informed economic judgments and decisions based on it.

Accounting is the degree of measurement of financial transactions which are transfers of legal property rights made under contractual relationships. Non-financial transactions are specifically excluded due to conservatism and materiality principles.

At the heart of modern financial accounting is the double-entry bookkeeping system. This system involves making at least two entries for every transaction: a debit in one account, and a corresponding credit in another account. The sum of all debits should always equal the sum of all credits, providing a simple way to check for errors. This system was first used in medieval Europe, although claims have been made that the system dates back to Ancient Rome or Greece.

According to critics of standard accounting practices, it has changed little since. Accounting reform measures of some kind have been taken in each generation to attempt to keep bookkeeping relevant to capital assets or production capacity. However, these have not changed the basic principles, which are supposed to be independent of economics as such. In recent times, the divergence of accounting from economic principles has resulted in controversial reforms to make financial reports more indicative of economic reality.

1.A.2.  History of accounting
1.A.2.1.  Early history
Accountancy's infancy dates back to the earliest days of human agriculture and civilisation (the Sumerians in Mesopotamia), when the need to maintain accurate records of the quantities and relative values of agricultural products first arose. Simple accounting is mentioned in the Christian Bible (New Testament) in the Book of Matthew, in the Parable of the Talents (Matt. 25:19). The Islamic Quran also mentions simple accounting for trade and credit arrangements (Quran 2: 282).

Twelfth-century A.D. Arab writer Ibn Taymiyyah mentioned in his book Hisba (literally, "verification" or "calculation") detailed accounting systems used by Muslims as early as in the mid-seventh century A.D. These accounting practices were influenced by the Roman and the Persian civilisations that Muslims interacted with. The most detailed example Ibn Taymiyyah provides of a complex governmental accounting system is the Divan of Umar, the second Caliph of Islam, in which all revenues and disbursements were recorded. The Divan of Umar has been described in detail by various Islamic historians and was used by Muslim rulers in the Middle East with modifications and enhancements until the fall of the Ottoman Empire.

1.A.2.2.  Luca Pacioli and the birth of modern accountancy
The first book on accounting was written by Benedetto Cotrugli (also known as Benedikt Kotruljević), a merchant from the Republic of Ragusa (modern Dubrovnik, Croatia). During his life in Italy he met many merchants and decided to write Della Mercatura et del Mercante Perfetto (On Trade and the Perfect Merchant) in which he elaborated on the principles of the modern double-entry book-keeping. He finished his lifework in 1458. However, his work was not published until 1573, as a result of which his contributions to the field have been overlooked by the general public.[citation needed]
For this reason, Luca Pacioli (1445 - 1517), also known as Friar Luca dal Borgo, is credited for the "birth" of accounting. His Summa de arithmetica, geometrica, proportioni et proportionalita (Summa on arithmetic, geometry, proportions and proportionality, Venice 1494), a synthesis of the mathematical knowledge of his time, includes the first published description of the method of keeping accounts that Venetian merchants used at that time, known as the double-entry accounting system. Although Pacioli codified rather than invented this system, he is widely regarded as the "Father of Accounting". The system he published included most of the accounting cycle as we know it today. He described the use of journals and ledgers, and warned that a person should not go to sleep at night until the debits equalled the credits! His ledger had accounts for assets (including receivables and inventories), liabilities, capital, income, and expenses — the account categories that are reported on an organisation's balance sheet and income statement, respectively. He demonstrated year-end closing entries and proposed that a trial balance be used to prove a balanced ledger. His treatise also touches on a wide range of related topics from accounting ethics to cost accounting.

1.A.2.3.  Post-Pacioli
The first known book in the English language on accounting was published in London, England by John Gouge (or Gough) in 1543. It is described as A Profitable Treatyce called the Instrument or Boke to learn to know the good order of the kepyng of the famouse reconynge, called in Latin, Dare and Habere, and, in English, debtor and Creditor.

A short book of instructions was also published in 1588 by John Mellis of Southwark, England, in which he says, "I am but the renuer and reviver of an ancient old copies printed here in London the 14 of August 1543: collected, published, made, and set forth by one Hugh Oldcastle, Schoolmaster, who, as reappeared by his treatise, then taught Arithmetics, and this booke in Saint Ollaves parish in Marko Lane." Mellis refers to the fact that the principle of accounts he explains (which is a simple system of double entry) is "after the former of Venice".

A book described as The Merchants Mirrour, or directions for the perfect ordering and keeping of his accounts formed by way of Debitor and Creditor, after the (so termed) Italian manner, by Richard Dafforne, accountant, published in 1635, contains many references to early books on the science of accountancy. In a chapter in this book, headed "Opinion of Book-keeping's Antiquity," the author states, on the authority of another writer, that the form of book-keeping referred to had then been in use in Italy about two hundred years, "but that the same, or one in many parts very like this, was used in the time of Julius Caesar, and in Rome long before." He gives quotations of Latin book-keeping terms in use in ancient times, and refers to "ex Oratione Ciceronis pro Roscio Comaedo"; and he adds:

"That the one side of their booke was used for Debitor, the other for Creditor, is manifest in a certain place, Naturalis Historiae Plinii, lib. 2, cap. 7, where hee, speaking of Fortune, saith thus:

Huic Omnia Expensa.
Huic Omnia Feruntur accepta et in tota Ratione mortalium sola.
Utramque Paginam facit."
An early Dutch writer appears to have suggested that double-entry book-keeping was even in existence among the Greeks, pointing to scientific accountancy having been invented in remote times.

There were several editions of Richard Dafforne's book - the second edition in 1636, the third in 1656, and another in 1684. The book is a very complete treatise on scientific accountancy, beautifully prepared and containing elaborate explanations. The numerous editions tend to prove that the science was highly appreciated in the 17th century. From this time on, there has been a continuous supply of literature on the subject, many of the authors styling themselves accountants and teachers of the art, and thus proving that the professional accountant was then known and employed.

1.A.3.  Accountancy qualifications and regulation
Main article: Accountant
The expectations for qualification in the profession of accounting vary between different jurisdictions and countries.

Accountants may be certified by a variety of organisations or bodies, such as the Association of Accounting Technicians (AAT) [3], British qualified accountancy bodies including the Chartered Institute of Management Accountants (CIMA), Association of Chartered Certified Accountants (ACCA) and Institute of Chartered Accountants, and are recognised by titles such as Chartered Management Accountant (ACMA or FCMA) Chartered Certified Accountant (ACCA or FCCA) and Chartered Accountant (UK, Australia, New Zealand, Canada, India, Pakistan, South Africa, Ghana), Certified Public Accountant (Ireland, Japan, US, Singapore, Hong Kong, the Philippines), Certified Management Accountant (Canada, U.S.), Certified General Accountant (Canada), or Certified Practicing Accountant (Australia). Some Commonwealth countries (Australia and Canada) often recognise both the certified and chartered accounting bodies. The majority of "public" accountants in New Zealand and Canada are Chartered Accountants; however, Certified General Accountants are also authorised by legislation to practice public accounting and auditing in all Canadian provinces, except Ontario and Quebec, as of 2005. There is, however, no legal requirement for an accountant to be a paid-up member of one of the many Institutes and other bodies which are effectively a form of professional trade union. Unlike the Law Society, which can legally stop a solicitor from practicing, accountancy institutes do not have such authority. However, auditors are regulated.

1A.4.  The "Big Four" accountancy firms
The "Big Four auditors" are the largest multinational accountancy firms.

· PricewaterhouseCoopers
· Ernst & Young
· KPMG
· Deloitte Touche Tohmatsu
These firms are associations of the partnerships in each country rather than having the classical structure of holding company and subsidiaries, but each has an international 'umbrella' organization for coordination (technically known as a Swiss Verein).

Before the Enron and other accounting scandals in the United States, there were five large firms and were called the Big Five: Arthur Andersen, PricewaterhouseCoopers, KPMG, Deloitte Touche Tohmatsu and Ernst & Young.

On June 15, 2002, Arthur Andersen was convicted of obstruction of justice for shredding documents related to its audit of Enron. Nancy Temple (Andersen Legal Dept.) and David Duncan (Lead Partner for the Enron account) were cited as the responsible managers in this scandal as they had given the order to shred relevant documents. Since the U.S. Securities and Exchange Commission does not allow convicted felons to audit public companies, the firm agreed to surrender its licenses and its right to practice before the SEC on August 31, 2002. A plurality of Arthur Andersen joined KPMG in the US and Deloitte & Touche outside of the US. Historically, there had also been groupings referred to as the "Big Six" (Arthur Andersen, plus Coopers & Lybrand before its merger with Price Waterhouse) and the "Big Eight" (Ernst and Young prior to their merger were Ernst & Whinney and Arthur Young and Deloitte & Touche was formed by the merger of Deloitte, Haskins and Sells with the firm Touche Ross).

Enron turned out to be only the first of a series of accounting scandals that enveloped the accounting industry in 2002.

This is likely to have far-reaching consequences for the U.S. accounting industry. Application of International Accounting Standards originating in International Accounting Standards Board headquartered in London and bearing more resemblance to UK than current US practices is often advocated by those who note the relative stability of the UK accounting system (which reformed itself after scandals in the late 1980s and early 1990s). Accounting reform of a far more comprehensive sort is advocated by those who see issues with capitalism or economics, and seek ecological or social accountability.

1.A.5.  Bodies and organisations
1.A.5.1.  Accounting standard-setting bodies
· International 

· International Federation of Accountants
· International Accounting Standards Board
· United States 

· Financial Accounting Standards Board (FASB) - its Statements of Financial Accounting Standards (FAS) and Interpretations (FIN) are the level A guidance in the GAAP hierarchy

· AICPA Accounting Principles Board (APB) - until 1973, the existing standards are stil level A guidance

· AICPA Committee on Accounting Procedure, which issued Accounting Research Bulletins (ARB) - until 1959, the existing standards are stil level A guidance

· American Institute of Certified Public Accountants (AICPA), which issues industry audit and accounting guides as well as Statements of Positions (SOP), which are B level guidance in the GAAP hierarchy, and Accounting Interpretations (AIN), D level guidance
· U.S. Securities and Exchange Commission (SEC)and FASB staff announcements are C level guidance in the GAAP hierarchy

· Governmental Accounting Standards Board (GASB)

· Federal Accounting Standards Advisory Board (FASAB)

· Other Countries (specific) 

· Germany 

· Accounting Standards Committee of Germany (ASCG, in German: DRSC)[4]
· Australia 

· Institute of Chartered Accountants in Australia
· Canada 

· Accounting Standards Board "AcSB"

· Ghana 

· Institute of Chartered Accountants of Ghana
· Hong Kong (see Accountancy in Hong Kong) 

· Hong Kong Institute of Certified Public Accountants (HKICPA) (formerly known as Hong Kong Society of Accountants (HKSA))

· India 

· Institute of Chartered Accountants of India
· Malaysia 

· Malaysian Accounting Standards Board[5]
· Malaysian Institute of Accountants
· Nigeria 

· Institute of Chartered Accountants of Nigeria (ICAN)

· New Zealand 

· Accounting Standards Review Board[6]
· New Zealand Institute of Chartered Accountants
· Ireland 

· Institute of Chartered Accountants in Ireland
· South Africa 

· South African Institute of Chartered Accountants (SAICA)

· United Kingdom 

· Accounting Standards Board
   1.A.5.2.  Professional organisations
· Association of Accounting Technicians (AAT)

· American Institute of Certified Public Accountants (AICPA)

· German CPA Society (GCPAS)[7]
· Institute of Chartered Accountants in Australia
· Institute of Chartered Accountants of Scotland (ICAS)

· Institute of Chartered Accountants in Ireland (ICAI)

· Institute of Chartered Accountants in England and Wales (ICAEW)

· Association of Chartered Certified Accountants (ACCA)

· Canadian Institute of Chartered Accountants (CICA)

· Institute of Chartered Accountants of Nigeria (ICAN)

· Certified General Accountants Association of Canada (CGA)

· Chartered Institute of Management Accountants (CIMA)

· Institute of Cost & Management Accountants of Pakistan (ICMAP)

· Chartered Institute of Public Finance and Accountancy (CIPFA)

· Hong Kong Institute of Certified Public Accountants (HKICPA) (formerly known as Hong Kong Society of Accountants (HKSA))

· Institute of Chartered Accountants of India
· Malaysian Institute of Accountants
· New Zealand Institute of Chartered Accountants
· Philippine Institute of Certified Public Accountants
· South African Institute of Chartered Accountants (SAICA)

· Institute of Chartered Accountants of Pakistan (ICAP)

· International Federation of Accountants
· CPA Australia[8]
· Ordre des Experts Comptables de Tunisie[9]
· Association of National Accountants of Nigeria (ANAN)

· Institute of Chartered Accountants of Nigeria (ICAN)

1.A.5.3.  Government agencies
Government agencies enforce the securities laws. Public companies must file financial reports with these government agencies.

· United States 

· U.S. Securities and Exchange Commission (SEC) (for public companies)

· Federal Reserve (for banks)

· Germany 

· German Federal Financial Supervisory Authority (BaFin)[10]
· India 

· Reserve Bank of India (for banks)

· Securities & Exchange Board of India (SEBI)[11](for public companies)

1.A.5.4.  Oversight boards (regulators for the accounting industry)
Oversight boards are new, private-sector non-profit organizations that were set up after the Enron scandal to oversee the auditors of public companies.

· United States 

· Public Company Accounting Oversight Board - public companies

· Germany 

· German Auditor Oversight Commission (AOC, in German: APAK)[12]
 1.A.5.5.  Auditing standards-setting bodies
· International 

· International Auditing and Assurance Standards Board[13]
· United States 

· Public Company Accounting Oversight Board - public companies

· American Institute of Certified Public Accountants - general

· Government Accountability Office - recipients of federal grants

· Information Systems Audit and Control Association (ISACA) (Information System Auditing Guideline)

· Germany 

· German Institute of Certified Public Accountants (IDW)[14]
· Australia 

· AUASB - Auditing & Assurance Standards Board
· Hong Kong (see Accountancy in Hong Kong) 

· Hong Kong Institute of Certified Public Accountants (HKICPA) (formerly known as Hong Kong Society of Accountants (HKSA))

· South Africa 

· Public Accountants and Auditors Board - public companies

· United Kingdom 

· Auditing Practices Board
· India 

· Auditing & Assurance Standards Board
· Pakistan 

· Institute of Chartered Accountants of Pakistan
1.A.6.  Size of market
1.A.6.1.  United Kingdom
According to Accountancy Age's 2005 league table, fee income amongst the Top 50 accounting firms in the UK rose from £6.3bn to £7.0bn. This followed two successive years in which fee income had declined, largely a result of the sale by some of the larger firms of their consultancy arms. As detailed in the next section, fee income in most business areas - audit, tax, corporate finance and consultancy - rose in the 2005 survey, with insolvency and wealth management being the only segments where revenue fell.

PricewaterhouseCoopers remains the largest firm with fee income totalling £1,780m followed by Deloitte (£1,350m), KPMG (£1,066m) and Ernst & Young (£945m). The combined revenue of the Big Four accounted for £5.0bn, 72% of the fee income of the Top 50, down from 78-79% in the years up to the 2002 survey and the third year in succession a decline in their share has occurred (Chart 1). Ernst & Young's fee income is the smallest of the largest four firms, but still over three times that of the next largest firm, Grant Thornton. The amount of fee income tapers off amongst the mid-tier firms so that in total there were only 25 firms that each generated more than £15m of revenue in the 2005 survey [15]
For more details regarding British qualified accountancy professionals, refer to the page of British qualified accountants.

1.A.7.  Topics in accounting
See list of accounting topics for complete listing.

1.A.7.1.  Standards
· International Financial Reporting Standards (IFRS), formerly known as International Accounting Standards (IAS)

· United States generally accepted accounting principles
· German HGB Accounting Standard

· United Kingdom generally accepted accounting principles
· Hong Kong [16]
 1.A.7.2.  Auditing
· Assurance services
· Audit
· Information technology audit
· Internal audit
 1.A.7.3. Accountancy methods and fields
· Lean accounting
· Cost accounting
· Cash-basis and accrual-basis accounting
· Financial accountancy
· Fund Accounting
· Internal and external accountancy
· Management accounting
· Project accounting
· Positive accounting
· Environmental accounting
· Tax accounting
1.A.7.4.  Accounting Principles
Accounting principles, rules of conduct and action are described by various terms such as concepts, conventions, tenets, assumption, axioms, postulates.

1.A.7.4.1.  Accounting concepts
· Entity concept
· Dual aspect concept

· Going concern concept

· Accounting period concept

· Money measurement concept
· Historical Cost concept
· Periodic matching of cost and revenue concept
· Verifiable objective evidence concept
· Realisation concept
· Accounting methods (includes a discussion on the concept of accruals)

· Understandability

· Relevance

· Reliability

· Comparability

· Accrual
1.A.7.4.2.  Accounting conventions
· Convention of disclosure
· Convention of materiality
· Convention of consistency
· Convention of conservatism
1.A.7.5.  Use of computers in accountancy
· Accounting software
· Databases
· Online Office This allows accounts to be maintained in an online environment

· spreadsheet programs
· XBRL
1.A.8.  Types of accountancy
The following list is intended to give some idea of the breadth and scope of the accountancy profession:

· lean accounting
· auditing
· bookkeeping
· chartered accountant
· cost accounting
· management accounting
· financial accounting
· forensic accounting
· taxation advice

· public accountancy
· private accountancy
· internal accountancy
· external accountancy
1.A.9.  See also on the web
· Accounting reform
· British Accountant
· Critical accounting policy
· E-accounting
· Financial statements and Notes to the Financial Statements
· Green eyeshade
· Standard accounting practices
· Inflation accounting
1.A.10.  Lists of related topics
· List of accounting topics
· List of finance topics
· List of business law topics
· List of business ethics, political economy, and philosophy of business topics
1.A.11.  Notes and references
1. ^ http://dictionary.reference.com/browse/accountancy , dictionary.com

2. ^ Meigs, Walter B. and Robert F. Meigs. Financial Accounting, 4th ed. McGraw-Hill, 1970, p.1. ISBN 007041534-X (old edition)

3. ^ Association of Accounting Technicians, aat.org.uk.

4. ^ Accounting Standards Committee of Germany, drsc.de.

5. ^ Maylaysian Accounting Standards Board, masb.org.my.

6. ^ Accounting Standards Review Board (New Zealand), asrb.co.nz.

7. ^ German CPA Society, cgpas.de.

8. ^ CPA Australia, cpaustralia.com.au.

9. ^ OEC Tunisie, oect.org.tn.

10. ^ German Federal Financial Supervisory Authority (BaFin), bafin.de.

11. ^ http://www.sebi.gov.in/
12. ^ German Auditor Oversight Commission, apak-aoc.de.

13. ^ International Auditing and Assurance Standards Board (IAASB), ifac.org.

14. ^ German Institute of Certified Public Accountants (IDW), idw.de.

15. ^ CBS Accounting 2005, ifsl.org.uk.

16. ^ "SME-FRF & SME-FRS Small and Medium-sized Entity Financial Reporting Framework and Financial Reporting Standard", hkicpa.org.uk.
1.A.12.  External links
Look up accountancy, accounting 

1.A.13.  Glossaries
· Accounting Terminology Guide (New York Society of CPAs, United States)

· Wikinvestopedia Accounting Wiki Glossary — Wikinvestopedia

1.B.   Financial accountancy (or financial accounting)

is the field of accountancy concerned with the preparation of financial statements for decision makers, such as stockholders, suppliers, banks, government agencies, owners, and other stakeholders. The fundamental need for financial accounting is to reduce principal-agent problem by measuring and monitoring agents' performance and reporting the results to interested users.

Financial accountancy is used to prepare accounting information for people outside the organization or not involved in the day to day running of the company. Managerial accounting provides accounting information to help managers make decisions to manage the business.

Financial accountancy is governed by both local and international accounting standards.

1.B.1.  Basic accounting concepts
Financial accountants produce financial statements based on Generally Accepted Accounting Principles (GAAP) of a respective country.

Financial accounting serves following purposes:

· producing general purpose financial statements

· provision of information used by management of a business entity for decision making, planning and performance evaluation

· for meeting regulatory requirements

FRS 5 & SSAP 2 & fundamental accounting concepts
· Understanding the fundamental accounting concepts
1.B.2.  Graphic definition
The accounting equation (Assets = Liabilities + Owners' Equity) and financial statements are the main topics of financial accounting.

The trial balance which is usually prepared using the Double-entry accounting system forms the basis for preparing the financial statements. All the figures in the trial balance are rearranged to prepare a profit & loss statement and balance sheet. There are certain accounting standards that determine the format for these accounts (SSAP, FRS, IFS). The financial statements will display the income and expenditure for the company and a summary of the assets, liabilities, and shareholders or owners’ equity of the company on the date the accounts were prepared to.

Assets, Expenses, and Withdrawals have normal debit balances (when you debit these types of accounts you add to them)...remember the word AWED which represents the first letter of each type of account.

Liabilities, Revenues, and Capital have normal credit balances (when you credit these you add to them).

or

0 = Dr Assets                            Cr Owners' Equity                 Cr Liabilities  

          .       _____________________________/\____________________________       .

          .      /    Cr Retained Earnings (profit)         Cr Common Stock  \      .

          .    _________________/\_______________________________      kulrkk]]      Cr Revenue                           .            .

      \________________________/  \______________________________________________________/

       increased by debits           increased by credits
          Crediting a credit                         

Thus -------------------------> account increases its absolute value (balance)

           Debiting a debit                             

          Debiting a credit                         

Thus -------------------------> account decreases its absolute value (balance)

          Crediting a debit

When you do the same thing to an account as its normal balance it increases; when you do the opposite, it will decrease. Much like signs in math: two positive numbers are added and two negative numbers are also added. It is only when you have one positive and one negative (opposites) that you will subtract.

1.B.3.  Meaning of the accounting equation
The value of a company can be understood simply as the useful assets that ownership of a company entitles one to claim. This value is known as Owners' Equity. Some assets of a company, however, cannot be claimed as equity by the owners of a company because other people have legal claim to them - for example if the company has borrowed money from the bank. The value of a resource claimable by a non-owner is called a liability. All of the Assets of a company can be claimed by someone, whether owner or not, so the sum of a company's equity and its liabilities must equal the value of its Assets. Thus the accounting equation describes what portion of a company's assets can be claimed by the owners.

Various account types are classified as 'credit' or 'debit' depending on the role they play in the accounting equation.

Assets = Liabilities + Equity or Assets - Liabilities - Equity = 0

Another way of stating it is:

Equity = Assets - Liabilities

which can be interpreted as: "Equity is what is left if all assets have been sold and all liabilities have been paid".

1.B.4.  Related qualification
· There are several related professional qualifications in the field of financial accountancy including: 

· Qualified Accountant qualifications (Chartered Certified Accountant (ACCA), Chartered Accountant (CA) and Certified Public Accountant (CPA))

· CCA Chartered Cost Accountant (cost control) designation offered by the American Academy of Financial Management
1.B.5.  See also on the web
· Accounting analyst
· Cost and management accountant
· Accounting technician
· Bookkeeper
· Auditor
· Forensic accountant
· Management accounting (the other main division of accounting)

1.B.6.  External links
· International Accounting Standards Board
· Official website of the ACCA
· Institute of Chartered Accountants
· American Academy of Financial Management Board of Standards
· Financial Accounting Standards Board
· American Institute of Certified Public Accountants
1.1. Definition
According to the Chartered Institute of Management Accountants (CIMA), Management Accounting is "the process of identification, measurement, accumulation, analysis, preparation, interpretation and communication of information used by management to plan, evaluate and control within an entity and to assure appropriate use of and accountability for its resources. Management accounting also comprises the preparation of financial reports for non management groups such as shareholders, creditors, regulatory agencies and tax authorities" (CIMA Official Terminology)

The American Institute of Certified Public Accountants(AICPA) states that management accounting practice extends to the following three areas:
*Strategic Management—Advancing the role of the management accountant as a strategic partner in the organization.
*Performance Management—Developing the practice of business decision-making and managing the performance of the organization.
*Risk Management—Contributing to frameworks and practices for identifying, measuring, managing and reporting risks to the achievement of the objectives of the organization.


The Institute of Certified Management Accountants (ICMA), state "A management accountant applies his or her professional knowledge and skill in the preparation and presentation of financial and other decision oriented information in such a way as to assist management in the formulation of policies and in the planning and control of the operation of the undertaking. Management Accountants therefore are seen as the "value-creators" amongst the accountants. They are much more interested in forward looking and taking decisions that will affect the future of the organization, than in the historical recording and compliance (scorekeeping) aspects of the profession. Management accounting knowledge and experience can therefore be obtained from varied fields and functions within an organization, such as information management, treasury, efficiency auditing, marketing, valuation, pricing, logistics, etc."

1.2. Aims
1. Formulating strategies;

2. Planning and constructing business activities;

3. Helps in making decision;

4. Optimal use of resources;

5. Supporting financial reports preparation; and

6. Safeguarding asset
1.3. Traditional vs. innovative management accounting practices
In the late 1980s, accounting practitioners and educators were heavily criticized on the grounds that management accounting practices (and, even more so, the curriculum taught to accounting students) had changed little over the preceding 60 years, despite radical changes in the business environment. Professional accounting institutes, perhaps fearing that management accountants would increasingly be seen as superfluous in business organizations, subsequently devoted considerable resources to the development of a more innovative skills set for management accountants.

The distinction between ‘traditional’ and ‘innovative’ management accounting practices can be illustrated by reference to cost control techniques. Traditionally, management accountants’ principal technique was variance analysis, which is a systematic approach to the comparison of the actual and budgeted costs of the raw materials and labor used during a production period.

While some form of variance analysis is still used by most manufacturing firms, it nowadays tends to be used in conjunction with innovative techniques such as life cycle cost analysis and activity-based costing, which are designed with specific aspects of the modern business environment in mind. Lifecycle costing recognizes that managers’ ability to influence the cost of manufacturing a product is at its greatest when the product is still at the design stage of its product lifecycle (i.e., before the design has been finalised and production commenced), since small changes to the product design may lead to significant savings in the cost of manufacturing the product. Activity-based costing (ABC) recognizes that, in modern factories, most manufacturing costs are determined by the amount of ‘activities’ (e.g., the number of production runs per month, and the amount of production equipment idle time) and that the key to effective cost control is therefore optimizing the efficiency of these activities. Activity-based accounting is also known as Cause and Effect accounting.

Both lifecycle costing and activity-based costing recognize that, in the typical modern factory, the avoidance of disruptive events (such as machine breakdowns and quality control failures) is of far greater importance than (for example) reducing the costs of raw materials. Activity-based costing also deemphasizes direct labor as a cost driver and concentrates instead on activities that drive costs, such as the provision of a service or the production of a product component.

1.4. Role of Management Accountants within the Corporation
Consistent with other roles in today's corporation, management accountants have a dual reporting relationship. As a strategic partner and provider of decision based financial information, management accountants are responsible to the business management team while at the same time also have reporting relationships and responsibilities to the corporation's finance organization. The activities management accountants provide inclusive of forecasting and planning, performing variance analysis, reviewing and monitoring costs inherent in the business are ones that have dual accountability to both finance and the business team. Examples of tasks where accountability may be more meaningful to the business management team vs. the corporate finance department are the development of business driver metrics, sales management scorecarding, and client profitability analysis. Conversely, the preparation of certain financial reports, reconciliations of the financial data to source systems, risk and regulatory reporting will be more useful to the corporate finance team as they are charged with aggregating certain financial information from all segments of the corporation. One widely held view of the progression of the accounting and finance career path is that financial accounting is a stepping stone to management accounting. Consistent with the notion of value creation, management accountants help drive the success of the business while strict financial accounting is more of a compliance and historical endeavor.

1.5. Development of throughput accounting
The most significant recent direction in managerial accounting is throughput accounting, which recognises the interdependencies of modern production processes and provide managers with a tool that will allow them to measure the contribution per unit of constrained resource for any given product, customer or supplier. (For a detailed description of Throughput Accounting, see cost accounting).

1.6. An alternative view of management accounting
A very rarely expressed alternative view of management accounting is that it is neither a neutral or benign influence in organizations, rather a mechanism for management control through surveillance. This view locates management accounting specifically in the context of management control theory.

1.7. Lean accounting (accounting for lean)
In the mid to late 1990s several books were written about accounting in the lean enterprise (companies implementing elements of the Toyota Production System). The term lean accounting was coined during that period. These books contest that traditional accounting methods are better suited for mass production and do not support or measure good business practices in just in time manufacturing and services. The movement reached a tipping point during the 2005 Lean Accounting Summit in Dearborn, MI. 320 individuals attended and discussed the merits of a new approach to accounting in the lean enterprise. 520 individuals attended the 2nd annual conference in 2006.

1.8. Management Accounting in Banking
Management accounting is an applied discipline used in various industries. The specific functions and principles followed can vary based on the industry. Management accounting principles in Banking are specialized but do have some common fundamental concepts used whether the industry is manufacturing based or service oriented. For example, transfer pricing is a concept used in manufacturing but is also applied in banking. It is a fundamental principle used in assigning value and revenue attribution to the various business units. Essentially, transfer pricing in banking is the method of assigning the interest rate risk of the bank to the various funding sources and uses of the enterprise. Thus, the bank's corporate treasury department will assign funding charges to the business units for their use of the bank's resources when they make loans to clients. The treasury department will also assign funding credit or business units who bring in deposits (resources) to the bank. Although the funds transfer pricing process is primarily applicable to the loans and deposits of the various banking units, this proactive is applied to all assets and liabilities of the business segment. Once transfer pricing is applied and any other management accounting entries or adjustments are posted to the ledger (which are usually memo accounts and are not included in the legal entity results), the business units are able to produce segment financial results which are used by both internal and external users to evaluate performance.

1.9. Resources and Continuous Learning
There are a variety of ways to keep current and continue to build the knowledge base in the field of management accounting. Certified Management Accountants are required to achieve continuing education hours every year, similar to a Certified Public Accountant. A company may also have research and training materials available for use in a corporate owned library. This is more common in larger "Fortune 500" companies who have the resources to fund this type of training medium. There are also numerous publications and on-line articles and blogs available. The Institute of Management Accounting (IMA) site http://www.imanet.org/publications_maq.asp is one such source which includes the Management Accounting Quarterly publication.

1.10. Management Accounting Tasks/ Services Provided
Listed below are the primary tasks/ services performed by management accountants. The degree of complexity relative to these activities are dependant on the experience level and abilities of any one individual.

· Variance Analysis

· Rate & Volume Analysis

· Business Metrics Development

· Price Modeling

· Product Profitability

· Geographic vs. Industry or Client Segment Reporting

· Sales Management Scorecards

· Cost Analysis

· Cost Benefit Analysis

· Client Profitability Analysis

· Capital Budgeting

· Buy vs. Lease Analysis

· Strategic Planning

· Strategic Management Advise

· Internal Financial Presentation and Communication

· Sales and Financial Forecasting

· Annual Budgeting

· Cost Allocation

· Resource Allocation and Utilization
1.11. Related qualifications
· There are several related professional qualifications in the field of accountancy including: 

· Management Accountancy Qualifications 

· CIMA
· ICMA
· CMA
· Institute of Cost and Works Accountants of India
· AAFM
· Other Professional Accountancy Qualifications 

· Chartered Certified Accountant, (ACCA)

· Chartered Accountant, (CA)

· Certified Public Accountant, (CPA)

· American Institute of Certified Public Accountants
· Certified Practicing Accountant (CPA Australia)

1.12. See also on the web
· Lean accounting
· Budgetary control
· Cost accounting
· Standard costing
· Inventory control
· Investment appraisal
· Pricing decision

· Transfer pricing
· Newsoul Lapaix
1.13. External links
· AICPA Financial Management Center - Resources for CPAs working in business, industry and government.

· Institute of Management Accountants - Managment accounting industry resource

2.  Managerial finance

Managerial finance
 is the branch of finance that concerns itself with the managerial significance of finance techniques. It is focused on assessment rather than technique.

The difference between a managerial and a technical approach can be seen in the questions one might ask of annual reports. One concerned with technique would be primarily interested in measurement. They would ask: are moneys being assigned to the right categories? Were generally accepted accounting principles GAAP followed?

One concerned with management though would want to know what the figures mean.

· They might compare the returns to other businesses in their industry and ask: are we performing better or worse than our peers? If so, what is the source of the problem? Do we have the same profit margins? If not why? Do we have the same expenses? Are we paying more for something than our peers?

· They may look at changes in asset balances looking for red flags that indicate problems with bill collection or bad debt.

· They will analyze working capital to anticipate future cash flow problems.

Managerial finance is an interdisciplinary approach that borrows from both managerial accounting and corporate finance.

2.1. The Role of Managerial Accounting
To interpret financial results in the manner described above, managers use Financial analysis techniques.

Managers also need to look at how resources are allocated within an organization. They need to know what each activity costs and why. These questions require managerial accounting techniques such as activity based costing.

Managers also need to anticipate future expenses. To get a better understanding of the accuracy of the budgeting process, they may use variable budgeting.

2.2. The Role of Corporate Finance
Managerial finance is also interested in determining the best way to use money to improve future opportunities to earn money and minimize the impact of financial shocks. To accomplish these goals managerial finance uses the following techniques borrowed from Corporate finance:

· Valuation
· Portfolio theory
· Hedging
· Capital structure
2.3. See also on the web
· List of finance topics
· Category:Finance
2.4. References
· MIT Open Courseware - 15.414 Financial Management, Summer 2003.
· Gitman, Lawrence (2003), Principles of Managerial Finance, 10th edition, Addison-Wesley Publishing, 2003, ISBN 0-201-78479-3. [1]
· Weston, Fred and Brigham, Eugene (1972), Managerial Finance, Dryden Press, Hinsdale Illinois, 1972

· Chen, Henry editor, (1967), Frontiers of Managerial Finance, Gulf Publishing, Huston Texas, 1967

· Brigham, Eugene and Johnson, Ramon (1980), Issues in Managerial Finance, Holt Rinehart and Winston Publishers, Hindale Illinois, 1908

3. Economics

Face-to-face trading interactions on the New York Stock Exchange trading floor. Financial decisions can be one of those many economic choices people make.

Economics is the social science that studies the production, distribution, and consumption of goods and services. The term economics comes from the Greek for oikos (house) and nomos (custom or law), hence "rules of the house(hold)."[1]
A definition that captures much of modern economics is that of Lionel Robbins in a 1932 essay: "the science which studies human behaviour as a relationship between ends and scarce means which have alternative uses."[2] Scarcity means that available resources are insufficient to satisfy all wants and needs. Absent scarcity and alternative uses of available resources, there is no economic problem. The subject thus defined involves the study of choices as they are affected by incentives and resources.

Areas of economics may be divided or classified into various types, including:

· microeconomics and macroeconomics
· positive economics ("what is") and normative economics ("what ought to be")

· mainstream economics and heterodox economics
· fields and broader categories within economics.

One of the uses of economics is to explain how economies, as economic systems, work and what the relations are between economic players (agents) in the larger society. Methods of economic analysis have been increasingly applied to fields that involve people (officials included) making choices in a social context, such as crime,[3] education,[4] the family, health, law, politics, religion,[5] social institutions, and war.[6]
3.1. In the beginning
Adam Smith, author of The Wealth of Nations (1776), generally regarded as initiating modern economics.

Although discussions about production and distribution have a long history, economics in its modern sense is conventionally dated from the publication of Adam Smith's The Wealth of Nations in 1776.[7] In this work Smith describes the subject in these practical and exacting terms:

Political economy, considered as a branch of the science of a statesman or legislator, proposes two distinct objects: first, to supply a plentiful revenue or product for the people, or, more properly, to enable them to provide such a revenue or subsistence for themselves; and secondly, to supply the state or commonwealth with a revenue sufficient for the public services. It proposes to enrich both the people and the sovereign.

Smith referred to the subject as 'political economy', but that term was gradually replaced in general usage by 'economics' after 1870.

3.2. Areas of economics
Areas of economics may be classified in various ways, but an economy is usually analyzed by use of microeconomics or macroeconomics.

3.2.1.  Microeconomics
Main article: Microeconomics
Microeconomics examines the economic behavior of agents (including individuals and firms) and their interactions through individual markets, given scarcity and government regulation. A given market might be for a product, say fresh corn, or the services of a factor of production, say bricklaying. The theory considers aggregates of quantity demanded by buyers and quantity supplied by sellers at each possible price per unit. It weaves these together to describe how the market may reach equilibrium as to price and quantity or respond to market changes over time. This is broadly termed demand-and-supply analysis. Market structures, such as perfect competition and monopoly, are examined as to implications for behavior and economic efficiency. Analysis often proceeds from the simplifying assumption that behavior in other markets remains unchanged, that is, partial-equilibrium analysis. General-equilibrium theory allows for changes in different markets and aggregates across all markets, including their movements and interactions toward equilibrium.[8]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-7" \o "" [9]
3.2.2.  Macroeconomics
Main article: Macroeconomics
Macroeconomics examines the economy as a whole "top down" to explain broad aggregates and their interactions. Such aggregates include national income and output, the unemployment rate, and price inflation and subaggregates like total consumption and investment spending and their components. It also studies effects of monetary policy and fiscal policy. Since at least the 1960s, macroeconomics has been characterized by further integration as to micro-based modeling of sectors, including rationality of players, efficient use of market information, and imperfect competition.[10] This has addressed a long-standing concern about inconsistent developments of the same subject.[11] Analysis also considers factors affecting the long-term level and growth of national income within a country and across countries.[12]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-11" \o "" [13]
3.2.3. Related fields, other distinctions, and classifications
Recent developments closer to microeconomics include behavioral economics and experimental economics. Fields bordering on other social sciences include economic geography, economic history, public choice, cultural economics, and institutional economics.

Another division of the subject distinguishes two types of economics. Positive economics ("what is") seeks to explain economic phenomena or behavior. Normative economics ("what ought to be," often as to public policy) prioritizes choices and actions by some set of criteria; such priorities reflect value judgments, including selection of the criteria.

Another distinction is between mainstream economics and heterodox economics. One broad characterization describes mainstream economics as dealing with the "rationality-individualism-equilibrium nexus" and heterodox economics as defined by a "institutions-history-social structure nexus." [14]
The JEL classification codes of the Journal of Economic Literature provide a comprehensive, detailed way of classifying and searching for economics articles by subject matter. An alternative classification of often-detailed entries by mutually-exclusive categories and subcategories is The New Palgrave: A Dictionary of Economics.[15]
3.2.4. Mathematical and quantitative methods
Economics as an academic subject often uses geometric methods, in addition to literary methods. Other general mathematical and quantitative methods are also often used for rigorous analysis of the economy or areas within economics. Such methods include the following.

3.2.4.1.  Mathematical economics
Main article: Mathematical economics
Mathematical economics refers to application of mathematical methods to represent economic theory or analyze problems posed in economics. It uses such methods as calculus and matrix algebra. Expositors cite its advantage in allowing formulation and derivation of key relationships in an economic model with clarity, generality, rigor, and simplicity.[16] For example, Paul Samuelson's book Foundations of Economic Analysis (1947) identifies a common mathematical structure across multiple fields in the subject.

3.2.4.2.  Econometrics
Main article: Econometrics
Econometrics applies mathematical and statistical methods to analyze data related to economic models. For example, a theory may hypothesize that a person with more education will on average earn more income than person with less education holding everything else equal. Econometric estimates can estimate the magnitude and statistical significance of the relation. Econometrics can be used to draw quantitative generalizations. These include testing or refining a theory, describing the relation of past variables, and forecasting future variables.[17]
3.2.4.3.  National accounting
Main article: National accounts
National accounting is a method for summarizing economic activity of a nation. The national accounts are double-entry accounting systems that provide detailed underlying measures of such information. These include the national income and product accounts (NIPA), which provide estimates for the money value of output and income per year or quarter. NIPA allows for tracking the performance of an economy and its components through business cycles or over longer periods. Price data may permit distinguishing nominal from real amounts, that is, correcting money totals for price changes over time.[18]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-17" \o "" [19] The national accounts also include measurement of the capital stock, wealth of a nation, and international capital flows.[20]
3.2.5. Selected fields

3.2.5.1.  Development and growth economics
Main articles: Economic growth and Development economics





Chart of World GDP per capita by region over the last 2000 years. GDP per capita is a convenient summary measure of long-term economic development.

Growth economics studies factors that explain economic growth – the increase in output per capita of a country over a longer period of time. The same factors are used to explain differences in the level of output per capita between countries, Much-studied factors include the rate of investment, population growth, and technological change. These are represented in theoretical and empirical forms (as in the neoclassical growth model) and in growth accounting. At a more specific level, development economics examines economic aspects of the development process in relatively low-income countries with a focus on methods of promoting economic growth. Approaches in development economics frequently incorporate social and political factors to devise particular plans.[21]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-19" \o "" [22]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-20" \o "" [23]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-21" \o "" [24]
3.2.5.2.  Economic systems
Main article: Economic system
Economic systems is the branch of economics that studies the methods and institutions by which societies determine the ownership, direction, and allocaton of economic resources. An economic system of a society is the unit of analysis. Among contemporary systems at different ends of the organizational spectrum are socialist systems and capitalist systems, in which most production occurs in respectively state-run and private enterprises. In between are mixed economies. A common element is the interaction of economic and political influences, broadly described as political economy. Comparative economic systems studies the relative performance and behavior of different economies or systems.[25]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-23" \o "" [26]
3.2.5.3.  Environmental economics
Main article: Environmental economics
Environmental economics is concerned with issues related to degradation, enhancement, or preservation of the environment. In particular, public bads from production or consumption, such as air pollution, can lead to market failure. The subject considers how public policy can be used to correct such failures. Policy options include regulations that reflect cost-benefit analysis or market solutions that change incentives, such as emission fees or redefinition of property rights.[27]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-25" \o "" [28]
3.2.5.4.  Financial economics
Main article: Financial economics
Financial economics, often simply referred to as finance, is concerned with the allocation of financial resources in an uncertain (or risky) environment. Thus, its focus is on the operation of financial markets, the pricing of financial instruments, and the financial structure of companies.[29]
3.2.5.5.  Game theory
Main article: Game theory
Game theory is a branch of applied mathematics that studies strategic interactions between agents. In strategic games, agents choose strategies that will maximize their payoff, given the strategies the other agents choose. It provides a formal modeling approach to social situations in which decision makers interact with other agents. Game theory generalizes maximization approaches developed to analyze markets such as the supply and demand model. The field dates from the 1944 classic Theory of Games and Economic Behavior by John von Neumann and Oskar Morgenstern. It has found significant applications in many areas outside economics as usually construed, including formulation of nuclear strategies, ethics, political science, and evolutionary theory.[30]
3.2.5.6.  Industrial organization
Main article: Industrial organization
Industrial organization studies the strategic behavior of firms, the structure of markets and their interactions. The common market structures studied include perfect competition, monopolistic competition, various forms of oligopoly, and monopoly.[31]
3.2.5.7.  Information economics
Main article: Information economics
Information economics examines how information (or a lack of it) affects economic decision-making. An important focus is the concept of information asymmetry, where one party has more or better information than the other. The existence of information asymmetry gives rise to problems such as moral hazard, and adverse selection, studied in contract theory. The economics of information has relevance in many fields, including finance, insurance, contract law, and decision-making under risk and uncertainty.

3.2.5.8.  International economics
Main articles: International trade and International finance
International trade studies the determinants of the flow of goods and services across international boundaries. International finance is a macroeconomic field which examines the flow of capital across international borders, and the effects of these movements on exchange rates. Increased trade in goods, services and capital between countries is a major effect of contemporary globalization.

3.2.5.9.  Labour economics
Main article: Labour economics
Labour economics seeks to understand the functioning of the market and dynamics for labour. Labour markets function through the interaction of workers and employers. Labour economics looks at the suppliers of labour services (workers), the demanders of labour services (employers), and attempts to understand the resulting patterns of wages and other labour income and of employment and unemployment, Practical uses include assisting the formulation of full employment of policies.[32]
3.2.5.10.  Law and economics
Main article: Law and Economics
Law and economics, or economic analysis of law, is an approach to legal theory that applies methods of economics to law. It includes the use of economic concepts to explain the effects of legal rules, to assess which legal rules are economically efficient, and to predict what the legal rules will be.[33]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-31" \o "" [34] A seminal article by Ronald Coase published in 1961 suggested that well-defined property rights could overcome the problems of externalities.[35]
3.2.5.11.  Managerial economics
Main article: Managerial economics
Managerial economics applies microeconomic analysis to specific decisions in business firms or other management units. It draws heavily from quantitative methods such as operations research and programming and from statistical methods such as regression analysis in the absence of certainty and perfect knowledge. A unifying theme is the attempt to optimize business decisions, including unit-cost minimization and profit maximization, given the firm's objectives and constraints imposed by technology and market conditons.[36] [37]
3.2.5.12.  Public finance
Main article: Public finance
Public finance is the field of economics that deals with budgeting the revenues and expenditures of a public sector entity, usually government. The subject addresses such matters as tax incidence (who really pays a particular tax), cost-benefit analysis of government programs, effects on economic efficiency and income distribution of different kinds of spending and taxes, and fiscal politics. The latter, an aspect of public choice theory, models public-sector behavior analogously to microeconomics, involving interactions of self-interested voters, politicians, and bureaucrats.[38]
 3.2.5.13.  Welfare economics
Main article: Welfare economics
Welfare economics is a branch of economics that uses microeconomic techniques to simultaneously determine the allocative efficiency within an economy and the income distribution associated with it. It attempts to measure social welfare by examining the economic activities of the individuals that comprise society.[39]
3.3. Economic concepts
3.3.1.  Supply and demand
Main article: Supply and demand




The supply and demand model describes how prices vary as a result of a balance between product availability and demand. The graph depicts an increase (that is, right-shift) in demand from D1 to D2 along with the consequent increase in price and quantity required to reach a new equilibrium point on the supply curve (S).

The theory of demand and supply is an organizing principle to explain prices and quantities of goods sold and changes thereof in a market economy. In microeconomic theory, it refers to price and output determination in a perfectly competitive market. This has served as a building block for modeling other market structures and for other theoretical approaches.

For a given market of a commodity, demand shows the quantity that all prospective buyers would be prepared to purchase at each unit price of the good. Demand is often represented using a table or a graph relating price and quantity demanded (see boxed figure). Demand theory describes individual consumers as "rationally" choosing the most preferred quantity of each good, given income, prices, tastes, etc. A term for this is 'constrained utility maximization' (with income as the "constraint" on demand). Here, 'utility' refers to the (hypothesized) preference relation for individual consumers. Utility and income are then used to model hypothesized properties about the effect of a price change on the quantity demanded. The law of demand states that, in general, price and quantity demanded in a given market are inversely related. In other words, the higher the price of a product, the less of it people would be able and willing to buy of it (other things unchanged). As the price of a commodity rises, overall purchasing power decreases (the income effect) and consumers move toward relatively less expensive goods (the substitution effect). Other factors can also affect demand; for example an increase in income will shift the demand curve outward relative to the origin, as in the figure.

Supply is the relation between the price of a good and the quantity available for sale from suppliers (such as producers) at that price. Supply is often represented using a table or graph relating price and quantity supplied. Producers are hypothesized to be profit-maximizers, meaning that they attempt to produce the amount of goods that will bring them the highest profit. Supply is typically represented as a directly proportional relation between price and quantity supplied (other things unchanged). In other words, the higher the price at which the good can be sold, the more of it producers will supply. The higher price makes it profitable to increase production. At a price below equilibrium, there is a shortage of quantity supplied compared to quantity demanded. This pulls the price up. At a price above equilibrium, there is a surplus of quantity supplied compared to quantity demanded. This pushes the price down. The model of supply and demand predicts that for a given supply and demand curve, price and quantity will stabilize at the price that makes quantity supplied equal to quantity demanded. This is at the intersection of the two curves in the graph above, market equilibrium.

For a given quantity of a good, the price point on the demand curve indicates the value, or marginal utility[40] to consumers for that unit of output. It measures what the consumer would be prepared to pay for the corresponding unit of the good. The price point on the supply curve measures marginal cost, the increase in total cost to the supplier for the corresponding unit of the good. The price in equilibrium is determined by supply and demand. In a perfectly competitive market, supply and demand equate cost and value at equilibrium.[41]
Demand and supply can also be used to model the distribution of income to the factors of production, including labour and capital, through factor markets. In a labour market for example, the quantity of labour employed and the price of labour (the wage rate) are modeled as set by the demand for labour (from business firms etc. for production) and supply of labour (from workers).

Demand and supply are used to explain the behavior of perfectly competitive markets, but their usefulness as a standard of performance extends to any type of market. Demand and supply can also be generalized to explain macroeconomic variables in a market economy, for example, quantity of total output and the general price level.

3.3.2.  Prices and quantities
Main articles: Price and Prices and quantities
Even a currency has a price, its exchange rate in currency markets. Its determination by supply and demand is an important issue in international trade.

In supply-and-demand analysis, price, the going rate of exchange for a good, coordinates production and consumption quantities. Price and quantity have been described as the most directly observable characteristics of a good produced for the market.[42] Supply, demand, and market equilibrium are theoretical constructs linking price and quantity. But tracing the effects of factors predicted to change supply and demand -- and through them, price and quantity -- is a standard exercise in applied microeconomics and macroeconomics. Economic theory can specify under what circumstances price demonstrably serves as an efficient communication device to regulate quantity.[43] A real-world counterpart might attempt to measure how much variables that increase supply or demand change price and quantity.

Elementary demand-and-supply theory predicts equilibrium but not the speed of adjustment for changes of equilibrium due to a shift in demand or supply.[44] In many areas, some form of "price stickiness" is postulated to account for quantities, rather than prices, adjusting in the short run to changes on the demand side or the supply side. This includes standard analysis of the business cycle in macroeconomics. Analysis often revolves around causes of such price stickiness and their implications for reaching a hypothesized long-run equilibrium. Examples of such price stickiness in particular markets include wage rates in labour markets and posted prices in markets deviating from perfect competition.

Another area of economics considers whether markets adequately take account of all social costs and benefits. An externality is said to occur where there are significant social costs or benefits from production or consumption that are not reflected in market prices. For example, air pollution may generate a negative externality, and education may generate a positive externality (less crime, etc.). Governments often tax and otherwise restrict the sale of goods that have negative externalities and subsidize or otherwise promote the purchase of goods that have positive externalities in an effort to correct the price distortions caused by these externalities.[45]
3.3.3.  Marginalism
Main article: Marginalism
Marginalist economic theory, such as above, describes consumers as attempting to reach a most-preferred position, subject to constraints, including income and wealth. It describes producers as attempting to maximize profits subject to their own constraints (including demand for goods produced, technology, and the price of inputs). Thus, for a consumer, at the point where marginal utility of a good, net of price, reaches zero, further increases in consumption of that good stop. Analogously, a producer compares marginal revenue against marginal cost of a good, with the difference as marginal profit. At the point where the marginal profit reaches zero, further increases in production of the good stop. For movement to equilibrium and for changes in equilibrium, behavior also changes "at the margin" -- usually more-or-less of something, rather than all-or-nothing.

Related conditions and considerations apply more generally to any type of economic system, whether market-based or not, where there is scarcity.[46] Scarcity is defined by the amount of producible or exchangeable goods, whether needed or desired, exceeding feasible production.[47] The conditions are in the form of constraints on production from finite resources available. Such resource constraints describe a menu of production possibilities. For consumers or other agents, production possibilities and scarcity are posited to imply that, even if resources are fully utilized, there are trade-offs, whether of radishes for carrots, non-work time for money income, private goods for public goods, or present consumption for future consumption. The marginalist notion of opportunity cost is a device to measure the size of the trade-off between competing alternatives. Such costs, reflected in prices of a market economy, are used for analysis of economic efficiency or for predicting responses to disturbances in a market economy. In a centrally planned economy, comparable shadow-price relations must be satisfied for the efficient use of resources in meeting production objectives.[48] At this level, marginalism can be used as a tool for modeling not only individual agents or markets but different economic systems and broad allocations of output in relation to variables that affect them.

3.4. Economic reasoning
Economics as a contemporary discipline relies on rigorous styles of argument. Objectives include formulating theories that are simpler, more fruitful, and more reliable in their explanatory power than other theories.[49] Often analysis begins with a simple model to isolate relations of a variable to be explained. Complications may be impounded in a ceteris paribus ("other things equal") assumption. For example, the quantity theory of money hypothesizes a positive relationship between the price level and the money supply, ceteris paribus. The theory can be tested using economic data, such as a price index for GDP and a measure of the money supply, say currency plus bank deposits. Econometric methods can allow for the influence of competing explanations and attempt to adjust for noise from other variables in the absence of a controlled experiment. More recently, the use of experimental methods in economics has greatly expanded, challenging a historically-noted differentiating feature of some natural sciences from economics.[50]
Expositions of reasoning within economic models often use two-dimensional graphs to represent theoretical relationships. At a higher level of generality, Paul Samuelson's treatise Foundations of Economic Analysis (1947) showed how to apply mathematical methods to examine the class of assertions called operationally meaningful theorems in economics, which are theorems that can conceivably be refuted by empirical data.[51] Such assertions permit testing of a theory.

Some reject mathematical economics. Thus, in the Austrian school of economics it is argued that anything beyond simple logic is likely unnecessary and inappropriate for economic analysis. Still, economics has undergone a thorough, cumulative formalization of concepts and methods, including for use in the hypothetico-deductive method of explaining real-world phenomena. An example of the latter is the extension of microeconomic analysis to seemingly non-economic areas, sometimes called economic imperialism.[52]
3.5. History and schools of economics
Main articles: History of economic thought and Schools of economics
3.5.1.  Early economic thought
Ancient economic thought dates from earlier Mesopotamian, Greek, Roman, Indian, Chinese, Persian and Arab civilizations. Notable writers include Aristotle, Chanakya, Qin Shi Huang, Thomas Aquinas, and Ibn Khaldun through the 14th century. Joseph Schumpeter credits the late scholastics of the 14th to 17th century as "coming nearer than any other group to being the 'founders' of scientific economics" as to monetary, interest, and value theory within a natural-law perspective.[53]
Two other groups, later called 'mercantilists' and 'physiocrats', more directly influenced the subsequent development of the subject. Both groups were associated with the rise of economic nationalism and modern capitalism in Europe. Mercantilism was an economic doctrine that flourished from the 16th to 18th century in a prolific pamphlet literature, whether of merchants or statesmen. It held that a nation's wealth depended on its accumulation of gold and silver. Nations without access to mines could obtain gold and silver from trade only by selling goods abroad and restricting imports other than of gold and silver. The doctrine called for importing cheap raw materials to be used in manufacturing goods, which could be exported, and for state regulation to impose protective tariffs on foreign manufactured goods and prohibit manufacturing in the colonies.[54]
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Physiocrats, a group of 18th century French thinkers and writers, developed the idea of the economy as a circular flow of income and output. Adam Smith described their system "with all its imperfections" as "perhaps the purest approximation to the truth that has yet been published" on the subject. Physiocrats believed that only agricultural production generated a clear surplus over cost, so that agriculture was the basis of all wealth. Thus, they opposed the mercantilist policy of promoting manufacturing and trade at the expense of agriculture, including import tariffs. Physiocrats advocated replacing administratively costly tax collections with a single tax on income of land owners. Variations on such a land tax were taken up by subsequent economists (including Henry George a century later) as a relatively non-distortionary source of tax revenue. In reaction against copious mercantilist trade regulations, the physiocrats advocated a policy of laissez-faire, which called for minimal government intervention in the economy.[56]
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3.5.2. Classical economics
Main article: Classical economics
Publication of Adam Smith's The Wealth of Nations in 1776, has been described as "the effective birth of economics as a separate discipline."[58]
The book identified land, labor, and capital as the three factors of production and the major contributors to a nation's wealth. In Smith's view, the ideal economy is a self-regulating market system that automatically satisfies the economic needs of the populace.He described the market mechanism as an "invisible hand" that leads all individuals, in pursuit of their own self-interests, to produce the greatest benefit for society as a whole. Smith incorporated some of the Physiocrats' ideas, including laissez-faire, into his own economic theories, but rejected the idea that only agriculture was productive.

In his famous invisible-hand analogy, Smith argued for the seemingly paradoxical notion that competitive markets tended to advance broader social interests, although driven by narrower self-interest. The general approach that Smith helped initiate was called political economy and later classical economics. It included such notables as Thomas Malthus, David Ricardo, and John Stuart Mill writing from about 1770 to 1870. [59]
While Adam Smith emphasized the production of income, David Ricardo focused on the distribution of income among landowners, workers, and capitalists. Ricardo saw a conflict between landowners on the one hand and labor and capital on the other. He posited that the growth of population and capital, pressing against a fixed supply of land, pushes up rents and holds down wages and profits.

Thomas Robert Malthus used the idea of diminishing returns to explain low living standards. Population, he argued, tended to increase geometrically, outstripping the production of food, which increased arithmetically. The force of a rapidly growing population against a limited amount of land meant diminishing returns to labor. The result, he claimed, was chronically low wages, which prevented the standard of living for most of the population from rising above the subsistence level.

Malthus also questioned the automatic tendency of a market economy to produce full employment. He blamed unemployment upon the economy's tendency to limit its spending by saving too much, a theme that lay forgotten until John Maynard Keynes revived it in the 1930s.

Coming at the end of the Classical tradition, John Stuart Mill parted company with the earlier classical economists on the inevitability of the distribution of income produced by the market system. Mill pointed to a distinct difference between the market's two roles: allocation of resources and distribution of income. The market might be efficient in allocating resources but not in distributing income, he wrote, making it necessary for society to intervene.

Value theory was important in classical theory. Smith wrote that the "real price of every thing ... is the toil and trouble of acquiring it" as influenced by its scarcity. Smith maintained that, with rent and profit, other costs besides wages also enter the price of a commodity.[60] Other classical economists presented variations on Smith, termed the 'labour theory of value'. Classical economics focused on the tendency of markets to move to long-run equilibrium.

3.5.3. Marxist economics
Main article: Marxian economics
The Marxist school of economic thought comes from the work of German economist Karl Marx.

Marxist (later, Marxian) economics descends from classical economics. It derives from the work of Karl Marx. The first volume of Marx's major work, Capital, was published in German in 1867. In it, Marx focused on the labour theory of value and what he considered to be the exploitation of labour by capital. Thus, the labour theory of value, rather than simply a theory of price, was a method for measuring the exploitation of labour in a capitalist society,[61]
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3.5.4.  Neoclassical economics
Main article: Neoclassical economics
A body of theory later termed 'neoclassical economics' or 'marginalist economics' formed from about 1870 to 1910. The term 'economics' was popularized by neoclassical economists such as Alfred Marshall as a substitute for the earlier term 'political economy'. Neoclassical economics systematized supply and demand as joint determinants of price and quantity in market equilibrium, affecting both the allocation of output and the distribution of income. It dispensed with the labour theory of value inherited from classical economics in favor of a marginal utility theory of value on the demand side and a more general theory of costs on the supply side.[65]
In microeconomics, neoclassical economics represents incentives and costs as playing a pervasive role in shaping decision making. An immediate example of this is the consumer theory of individual demand, which isolates how prices (as costs) and income affect quantity demanded. In macroeconomics it is reflected in an early and lasting neoclassical synthesis with Keynesian macroeconomics.[66]
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Neoclassical economics is occasionally referred as orthodox economics whether by its critics or sympathizers. Modern mainstream economics builds on neoclassical economics but with many refinements that either supplement or generalize earlier analysis, such as econometrics, game theory, analysis of market failure and imperfect competition, and the neoclassical model of economic growth for analyzing long-run variables affecting national income.

3.5.5.  Keynesian economics
Main articles: Keynesian economics and Post-Keynesian economics
John Maynard Keynes (above, right), widely considered a towering figure in economics.

Keynesian economics derives from John Maynard Keynes, in particular his book The General Theory of Employment, Interest and Money (1936), which ushered in contemporary macroeconomics as a distinct field.[68]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-62" \o "" [69] The book focused on determinants of national income in the short run when prices are relatively inflexible. Keynes attempted to explain in broad theoretical detail why high labour-market unemployment might not be self-correcting due to low "effective demand" and why even price flexibility and monetary policy might be unavailing. Such terms as "revolutionary" have been applied to the book in its impact on economic analysis.[70]
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Keynesian economics has two successors. Post-Keynesian economics also concentrates on macroeconomic rigidities and adjustment processes. Research on micro foundations for their models is represented as based on real-life practices rather than simple optimizing models. It is generally associated with the University of Cambridge and the work of Joan Robinson.[73] New-Keynesian economics is also associated with developments in the Keynesian fashion. Within this group researchers tend to share with other economists the emphasis on models employing micro foundations and optimizing behavior but with a narrower focus on standard Keynesian themes such as price and wage rigidity. These are usually made to be endogenous features of the models, rather than simply assumed as in older Keynesian-style ones.

3.5.6.  Other schools and approaches
Other well-known schools or trends of thought referring to a particular style of economics practiced at and disseminated from well-defined groups of academicians that have become known worldwide, include the Austrian School, Chicago School, the Freiburg School, the School of Lausanne and the Stockholm school.

Within macroeconomics there is, in general order of their appearance in the literature; classical economics, Keynesian economics, the neoclassical synthesis, post-Keynesian economics, monetarism, new classical economics, and supply-side economics. New alternative developments include evolutionary economics, dependency theory, and world systems theory.

3.5.7.  Historic definitions of economics
This section extends the discussion of the definitions of Economics at the beginning of the article.

3.5.7.1.  Wealth definition
Some early definitions of political economy were succinctly related to wealth, which was broadly construed. Adam Smith defined the subject as simply the "Science of wealth."[74] Smith offered another definition, "the Science relating to the laws of production, distribution and exchange."[74] Wealth was defined as the specialization of labour which allowed a nation to produce more with its supply of labour and resources. This definition divided Smith and Hume from previous definitions which defined wealth as gold. Hume argued that gold without increased activity only serves to raise prices.[75]
John Stuart Mill defined economics as "the practical science of production and distribution of wealth"; this definition was adopted by the Concise Oxford English Dictionary even though it does not include the vital role of consumption. For Mill, wealth is defined as the stock of useful things.[76]
Definitions of the subject in terms of wealth emphasize production and consumption. This emphasis was charged by critics as too narrow a focus in placing wealth to the forefront and man in the background. For example, John Ruskin referred disparagingly to political economy as "the science of getting rich"[77] and a "bastard science."[78]
3.5.7.2.  Welfare definition
Broader later definitions evolved to include the study of man, human activity, and human welfare, not wealth as such. Alfred Marshall in his 1890 book Principles of Economics wrote, "Political Economy or Economics is a study of mankind in the ordinary business of Life; it examines that part of the individual and social action which is most closely connected with the attainment and with the use of material requisites of well-being."[79]
3.6. Criticism
3.6.1.  Is economics a science?
One of the marks of a science is the use of a scientific method and the ability to establish hypotheses and make predictions which can then be tested with data and where the results are repeatable and demonstrable to others when the same conditions are present. In a number of applied fields in economics experimentation has been conducted: this includes the sub-fields of experimental economics and consumer behavior, focused on experimentation using human subjects; and the sub-field of econometrics, focused on testing hypotheses when data are not generated via controlled experimentation. However, in a way similar to what happens in other social sciences, it may be difficult for economists to conduct certain formal experiments due to moral and practical issues involved with human subjects.

The status of the social sciences as an empirical science or even a science, has been a matter of debate since the 20th century. Some philosophers and scientists, most notably Karl Popper, have asserted that no empirical hypothesis, proposition, or theory can be considered scientific if no observation could be made which might contradict it, insisting on strict falsifiability (see Positivism dispute).[80] Critics allege that economics cannot always achieve Popperian falsifiability, but economists point to many examples of controlled experiments that do exactly this, albeit in laboratory settings.[81]
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While economics has produced theories that correlate with observations of behavior in society, economics yields no natural laws or universal constants due to its reliance on non-physical arguments. This has led some critics to argue economics is not a science.[84]

 HYPERLINK "http://en.wikipedia.org/wiki/Economics" \l "_note-dismal_science" \o "" [85] In general, economists reply that while this aspect may present serious difficulties, they do in fact test their hypotheses using statistical methods such as econometrics and data generated in the real world.[86] The field of experimental economics has seen efforts to test at least some predictions of economic theories in a simulated laboratory setting – an endeavor which earned Vernon Smith and Daniel Kahneman the Bank of Sweden Prize in Economic Sciences in Memory of Alfred Nobel in 2002.

Although the conventional way of connecting an economic model with the world is through econometric analysis, economist and professor Deirdre McCloskey, through what is known as the McCloskey critique, cites many examples in which professors of econometrics were able to use the same data to both prove and disprove the applicability of a model's conclusions. She argues the vast efforts expended by economists on analytical equations is essentially wasted effort. Econometricians have replied that this would be an objection to any science, and not only to economics. Critics of McCloskey's critique reply by saying, among other things, that she ignores examples where economic analysis is conclusive and that her claims are illogical. [87]
Nobel Prize laureate and philosopher Friedrich Hayek thought that economics is a social science, but argued that the propensity to imitate the procedures of physical sciences in economics leads to outright error and is decidedly unscientific since it involves a mechanical and uncritical application of habits of thought to fields different from those in which they have been formed. [88]
Economics has been jokingly called "The dismal science". [85] Although the actual origin of this 19th century designation is disputed, it managed to become a derogatory alternative name for economics.

3.6.2. Criticism of assumptions
Certain models used by economists within economics have been criticized, sometimes by other economists, for their reliance on unrealistic, unobservable, or unverifiable assumptions. One response to this criticism has been that the unrealistic assumptions result from abstraction from unimportant details, and that such abstraction is necessary in a complex real world, which means that rather than unrealistic assumptions compromising the epistemic worth of economics, such assumptions are essential for economic knowledge. One study has termed this explanation the "abstractionist defense" and concluded that that this "abstractionist defense" does not invalidate the criticism of the unrealistic assumptions.[89] However, it is important to note that while one school does have a majority in the field, there is far from a consensus on all economic issues and multiple alternative fields claim to have more empirically-justified insights.

3.6.2.1.  Assumptions and observations
Many criticisms of economics revolve around the belief that the fundamental claims of economics are unquestioned assumption without empirical evidence. Many economists reply giving examples of concepts that used to be considered "axioms" in economics and which have turned out to be consistent with empirical observation (see three examples below), however agreeing that these observations reveal that the original assumption was probably oversimplified.

A few examples of such concepts that according to many economists have evolved from "assumptions" to empirically-based are:

· Rationality = Self-Interest: This refers to the common axiom or belief shared by many mainstream economists that rationality implies self-interest and vice-versa. This does not, however, preclude altruism. Altruism can be viewed as a case in which the individual's self-interest includes doing good for others. Other views claim that this does not leave much room for altruism, and in fact discourages it, rather like a global prisoner's dilemma .i.e.: If "rational" people are not altruistic, then I shouldn't be altruistic either, ad infinitum. However, this "axiom" has since been subjected to multiple experiments and even altruism, when all social pressures are considered, could be modeled as a form of self-interest.[90]
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· Well-Being = Consumption: This refers to the axiom or belief shared by some mainstream economists that human beings are happy when they consume, and unhappy when not consuming. Added to the other common assumption of insatiability, this implies human beings can never remain happy. Although this original belief is over-simplified (and perhaps not representative of most economists actual beliefs today), empirical observations have now confirmed a relationship between sense of well-being and such factors as income.[92]
· Atomism: This refers to the belief shared by some mainstream economists that human beings are atomistic, ie.their preferences are independent. This is another simplification both of the economy and of the specific beliefs of the economists. Agent-based modeling and experimental economics produce results that are indicative of this theory.

A common defense of the above axioms was that they made the problem tractable. However, after specific details of this have been observed through economics research in a variety of controlled experiments, the original assumptions have been further refined and are no longer technically "axioms" in mainstream economics.

3.6.3.  Criticism of contradictions
Economics is a field of study with various schools and currents of thought. As a result, there exists a considerable distribution of opinions, approaches and theories. Some of these reach opposite conclusions or, due to the differences in underlying assumptions, contradict each other.[93]
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3.6.4.  Criticisms of welfare and scarcity definitions of economics
The definition of economics in terms of material being is criticized as too narrowly materialistic. It ignores, for example, the non-material aspects of the services of a doctor or a dancer. A theory of wages which ignored all those sums paid for immaterial services was incomplete. Welfare could not be quantitatively measured, because the marginal significance of money differs from rich to the poor (that is, $100 is relatively more important to the well-being of a poor person than to that of a wealthy person). Moreover, the activities of production and distribution of goods such as alcohol and tobacco may not be conducive to human welfare, but these scarce goods do satisfy innate human wants and desires.

Marxist economics still focuses on a welfare definition. In addition, several critiques of mainstream economics begin from the argument that current economic practice does not adequately measure welfare, but only monetized activity, which is an inadequate approximation of welfare.

The definition of economics in terms of scarcity suggests that resources are in finite supply while wants and needs are infinite. People therefore have to make choices. Scarcity too has its critics. It is most amenable to those who consider economics a pure science, but others object that it reduces economics merely to a valuation theory. It ignores how values are fixed, prices are determined and national income is generated.[citation needed] It also ignores unemployment and other problems arising due to abundance. This definition cannot apply to such Keynesian concerns as cyclical instability, full employment, and economic growth.

The focus on scarcity continues to dominate neoclassical economics, which, in turn, predominates in most academic economics departments. It has been criticized in recent years from a variety of quarters, including institutional economics and evolutionary economics and surplus economics.

3.6.5.  Criticism in other topics
Criticism on several topics in economics can be found elsewhere, in both general and specialized literature. See, for example: general equilibrium, Pareto efficiency, marginalism, behavioral finance, behavioral economics, feminist economics, Keynesian economics, monetarism, neoclassical economics, endogenous growth theory, exogenous growth model, comparative advantage, Kuznets curve, Laffer curve, economic sociology, agent-based computational economics, Homo economicus, rational choice theory, rational egoism, public choice theory, Heckscher-Ohlin model, Harrod-Domar model, quantity theory of money, et al..

3.6.6.  Economics and politics
Some economists, like John Stuart Mill or Leon Walras, have maintained that the production of wealth should not be tied to its distribution. The former is in the field of "applied economics" while the latter belongs to "social economics" and is largely a matter of power and politics.[96]
Economics per se, as a social science, do not stand on the political acts of any government or other decision-making organization, however, many policymakers or individuals holding highly ranked positions that can influence other people's lives are known for arbitrarily use a plethora of economic theory concepts and rhetoric as vehicles to legitimize agendas and value systems, and do not limit their remarks to matters relevant to their responsibilities.[97] The close relation of economic theory and practice with politics[98] is a focus of contention that may shade or distort the most unpretentious original tenets of economics, and is often confused with specific social agendas and value systems.[99]
Issues like central bank independence, central bank policies and rhetoric in central bank governors discourse or the premises of macroeconomic policies[100] (monetary and fiscal policy) of the States, are focus of contention and criticism.[101]
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3.6.6.1.  Ideologies and economics
For example, it is possible associate the U. S. promotion of democracy by force in the 21st century, the 19th century work of Karl Marx or the cold war era debate of capitalism vs. communism, as issues of economics. Although economics makes no such value claims, this may be one of the reasons why economics could be perceived as not being based on empirical observation and testing of hypothesis. As a social science, economics tries to focus on the observable consequences and efficiencies of different economic systems without necessarily making any value judgments about such systems, for example, examine the economics of authoritarian systems, egalitarian systems, or even a caste system without making judgments about the morality of any of them.

3.6.6.2.  Ethics and economics
The relationship between economics and ethics is complex. Many economists consider normative choices and value judgments, like what needs or wants, or what is good for society, to be political or personal questions outside the scope of economics. Once a person or government has established a set of goals, however, economics can provide insight as to how they might best be achieved.

Others see the influence of economic ideas, such as those underlying modern capitalism, to promote a certain system of values with which they may or may not agree. (See, for example, consumerism and Buy Nothing Day.) According to some thinkers, a theory of economics is also, or implies also, a theory of moral reasoning.[105]
The premise of ethical consumerism is that one should take into account ethical and environmental concerns, in addition to financial and traditional economic considerations, when making buying decisions.

On the other hand, the rational allocation of limited resources toward public welfare and safety is also an area of economics. Some have pointed out that not studying the best ways to allocate resources toward goals like health and safety, the environment, justice, or disaster assistance is a sort of willful ignorance that results in less public welfare or even increased suffering.[106] In this sense, it would be unethical not to assess the economics of such issues. In fact, federal agencies in the United States routinely conduct economic analysis studies toward that end.

3.6.6.3.  Effect on society
Some would say that market forms and other means of distribution of scarce goods, suggested by economics, affect not just their "desires and wants" but also "needs" and "habits". Much of so-called economic "choice" is considered involuntary, certainly given by social conditioning because people have come to expect a certain quality of life. This leads to one of the most hotly debated areas in economic policy, namely, the effect and efficacy of welfare policies. Libertarians view this as a failure to respect economic reasoning. They argue that redistribution of wealth is morally and economically wrong. Socialists view it as a failure of economics to respect society. They argue that disparities of wealth should not have been allowed in the first place. This led to both 19th century labour economics and 20th century welfare economics before being subsumed into human development theory.

The older term for economics, political economy, is still often used instead of "economics", especially by certain economists such as Marxists. The use of this term often signals a basic disagreement with the terminology or paradigm of market economics. Political economy explicitly brings social political considerations into economic analysis and is therefore openly normative, although this can be said of many economic recommendations as well, despite claims to being positive. Some mainstream universities (many in the United Kingdom) have a "political economy" department rather than an "economics" department.

Marxist economics generally denies the trade-off of time for money. In the Marxist view, concentrated control over the means of production is the basis for the allocation of resources among classes. Scarcity of any particular physical resource is subsidiary to the central question of power relationships embedded in the means of production.

3.7.  Economics in practice
Main article: Economist
The professionalization of economics, reflected in the growth of graduate programs on the subject, has been described as "the main change in economics since around 1900."[107] Most major universities and many colleges have a major, school, or department in which academic degrees are awarded in the subject, whether in the liberal arts, business, or for professional study. The Bank of Sweden Prize in Economic Sciences in Memory of Alfred Nobel (colloquially, the Nobel Prize in Economics) is a prize awarded to economists each year for outstanding intellectual contributions in the field. In the private sector, professional economists are employed as consultants and in industry, including banking and finance. Economists also work for various government departments and agencies, for example, the national Treasury, Central Bank or Bureau of Statistics.
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3.9. Notes (on the end of book)
3.10.  Further reading
· Frontiers in Economics - ed. K. F. Zimmermann, Springer-Science, 2002. - A summary of surveys on different areas in economics.

· The Autistic Economist - Yale Economic Review - How and why the dismal science embraces theory over reality.

· Nature of Things by Jean-Baptiste Say - an essay in which Say claims that economics is not an ethical system that one can simply refute on the basis that one does not accept its values: it is a collection of theories and models that explain inductively found principles.
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· Economic journals on the web
· Intute: Economics: Searchable human catalogue of the best links for teaching and research in Economics

· International Journal of Humanities and Social Sciences
· International Journal of Social Sciences
· Blog Economic Social (Spanish Venezuela)
3.11.2.  Institutions and organizations
· Economics Departments, Institutes and Research Centers in the World
· Organization For Co-operation and Economic Development (OECD) Statistics
· United Nations Statistics Division
· World Bank Data
· World Trade Organization
· Center for Economic and Policy Research (USA)
3.11.3.  Study resources
· Economics textbooks on Wikibooks
· MERLOT Learning Materials: Economics: US-based database of learning materials

· The United economic encyclopedia
· Online Learning and Teaching Materials for Economics: The Economics Network (UK)'s database of text, slides, glossaries and other resources

· MIT OpenCourseWare: Economics: Archive of study materials from MIT courses

· A guide to several online economics textbooks
· The Library of Economics and Liberty (Econlib): Economics Books, Articles, Blog (EconLog), Podcasts (EconTalk)

· Schools of Thought: Compare various economic schools of thought on particular issues

· Economics at About.com
· Ask The Professor section of EH. Net Economic History Services

· Introduction to Economics: Short Creative commons-licensed introduction to basic economics

4. Marketing I
is a societal process that is needed to discern consumers' wants; focusing on a product/service to those wants, and to mould the consumers towards the products/services. Marketing is fundamental to any businesses growth. The marketing teams (Marketers) have the task to create the consumer awareness of the products/services through marketing techniques; if a business does not pay attention to their products/services and their consumers' demographics, the business would not be able to endure longevity.

Marketing tends to be seen as a creative industry, which includes advertising, distribution and selling. It is also concerned with anticipating the customers' future needs and wants, often through market research.

Its specialist areas include:

· Advertising and Branding

· Direct Marketing

· International Marketing

· Public Relations

· Communications

· Strategic Management

· Market Research

· Events Organization

· Database Marketing

· Search Engine Marketing

4.1. Introduction
A market-focused, or customer-focused, organization first determines what its potential customers desire, and then builds the product or service. Marketing theory and practice is justified in the belief that customers use a product or service because they have a need, or because it provides a perceived benefit.

Two major factors of marketing are the recruitment of new customers (acquisition) and the retention and expansion of relationships with existing customers (base management). Once a marketer has converted the prospective buyer, base management marketing takes over. The process for base management shifts the marketer to building a relationship, nurturing the links, enhancing the benefits that sold the buyer in the first place, and improving the product/service continuously to protect the business from competitive encroachments.

For a marketing plan to be successful, the mix of the four "Ps" must reflect the wants and desires of the consumers in the target market. Trying to convince a market segment to buy something they don't want is extremely expensive and seldom successful. Marketers depend on marketing research, both formal and informal, to determine what consumers want and what they are willing to pay for it. Marketers hope that this process will give them a sustainable competitive advantage. Marketing management is the practical application of this process. The offer is also an important addition to the 4P's theory.

Within most organizations, the activities encompassed by the marketing function are led by a Vice President or Director of Marketing. A growing number of organizations, especially large US companies, have a Chief Marketing Officer position, reporting to the Chief Executive Officer.

The American Marketing Association (AMA) states, “Marketing is the process of planning and executing the conception, pricing, promotion, and distribution of ideas, goods, and services to create exchanges that satisfy individual and organizational objectives".

Marketing methods are informed by many of the social sciences, particularly psychology, sociology, and economics. Anthropology is also a small, but growing, influence. Market research underpins these activities. Through advertising, it is also related to many of the creative arts. Marketing is a wide and heavily interconnected subject with extensive publications. It is also an area of activity infamous for re-inventing itself and its vocabulary according to the times and the culture.

Marketing is a very essential part of any business.

4.2.  Two levels of marketing
Strategic Marketing attempts to determine how an organization competes against its competitors in a market place. In particular, it aims at generating a competitive advantage relative to its competitors.

Operational Marketing executes marketing functions to attract and keep customers and to maximize the value derived for them, as well as to satisfy the customer with prompt services and meeting the customer expectations. Operational Marketing includes the determination of the marketing mix.

4.3.  Four Ps
Main article: Marketing mix
In the early 1960 Professor Neil Borden at Harvard Business School acknowledged a number of company performance actions that can influence the consumer decision to purchase goods or services. Borden suggested that all those actions of the company represented a “Marketing Mix”. Professor E. Jerome McCarthy, also at the Harvard Business School in the early 1960s, suggested that the Marketing Mix contained 4 elements: product, price, place and promotion.

In popular usage, "marketing" is the promotion of products, especially advertising and branding. However, in professional usage the term has a wider meaning which recognizes that marketing is customer-centered. Products are often developed to meet the desires of groups of customers or even, in some cases, for specific customers. E. Jerome McCarthy divided marketing into four general sets of activities. His typology has become so universally recognized that his four activity sets, the Four Ps, have passed into the language.

The four Ps are:

· Product: The product aspects of marketing deal with the specifications of the actual goods or services, and how it relates to the end-user's needs and wants. The scope of a product generally includes supporting elements such as warranties, guarantees, and support.

· Pricing: This refers to the process of setting a price for a product, including discounts. The price need not be monetary - it can simply be what is exchanged for the product or services, e.g. time, energy, psychology or attention.

· Promotion: This includes advertising, sales promotion, publicity, and personal selling, and refers to the various methods of promoting the product, brand, or company.

· Placement (or distribution): refers to how the product gets to the customer; for example, point of sale placement or retailing. This fourth P has also sometimes been called Place, referring to the channel by which a product or services is sold (e.g. online vs. retail), which geographic region or industry, to which segment (young adults, families, business people), etc.

These four elements are often referred to as the marketing mix,[1] which a marketer can use to craft a marketing plan. The four Ps model is most useful when marketing low value consumer products. Industrial products, services, high value consumer products require adjustments to this model. Services marketing must account for the unique nature of services. Industrial or B2B marketing must account for the long term contractual agreements that are typical in supply chain transactions. Relationship marketing attempts to do this by looking at marketing from a long term relationship perspective rather than individual transactions.

As a counter to this, Morgan, in Riding the Waves of Change (Jossey-Bass, 1988), suggests that one of the greatest limitations of the 4 Ps approach "is that it unconsciously emphasizes the inside–out view (looking from the company outwards), whereas the essence of marketing should be the outside–in approach". Nevertheless, the 4 Ps offer a memorable and workable guide to the major categories of marketing activity, as well as a framework within which these can be used.

4.3.1.  Seven Ps
As well as the standard four Ps (Product, Pricing, Promotion and Place), services marketing calls upon an extra three, totaling seven and known together as the extended marketing mix. These are:

· People: Any person coming into contact with customers can have an impact on overall satisfaction. Whether as part of a supporting service to a product or involved in a total service, people are particularly important because, in the customer's eyes, they are generally inseparable from the total service . As a result of this, they must be appropriately trained, well motivated and the right type of person. Fellow customers are also sometimes referred to under 'people', as they too can affect the customer's service experience, (e.g., at a sporting event).

· Process: This is the process(es) involved in providing a service and the behaviour of people, which can be crucial to customer satisfaction.

· Physical evidence: Unlike a product, a service cannot be experienced before it is delivered, which makes it intangible. This, therefore, means that potential customers could perceive greater risk when deciding whether to use a service. To reduce the feeling of risk, thus improving the chance for success, it is often vital to offer potential customers the chance to see what a service would be like. This is done by providing physical evidence, such as case studies, testimonials or demonstrations.

Web 2.0 and Marketing New 4Ps
The original 4Ps concept idea was developed to help marketers manage the four most important aspect of marketing. With the Internet and the Web 2.0, marketers have needed to adapt a broader perspective on these elements. Idris Mootee devised a “New 4Ps” model in 2001 to supplement the traditional marketing 4Ps.[2] They are Personalization, Participation, Peer-to-Peer and Predictive Modeling.

· Personalization: The author here refers to customization of products and services through the use of the Internet. Early examples include Dell on-line and Amazon.com, but this concept is further extended with emerging social media and advanced algorithms. Emerging technologies will continue to push this idea forward.

· Participation: This is to allow customer to participate in what the brand should stand for; what should be the product directions and even which ads to run. This concept is laying the foundation for disruptive change through democratization of information.

· Peer-to-Peer': This refers to customer networks and communities where advocacy happens. The historical problem with marketing is that it is "interruptive" in nature, trying to impose a brand on the customer. This is most apparent in TV advertising. These "passive customer bases" will ultimately be replaced by the "active customer communities". Brand engagement happens within those conversations. P2P is now being referred as Social Computing and will likely to be the most disruptive force in the future of marketing.

· Predictive modeling: This refers to predictive algorithms, such as neural network, that are being successfully applied in marketing problems (both a regression as well as a classification problem).

4.4. Product
4.4.1.  Scope
· Breadth -- number of product lines in a range.

· Depth -- number of product items in a product line.

4.4.2.  Steps in product design
· Design and development of product ideas.

· Selection of and sifting through product ideas.

· Design and testing of product concept.

· Analysis of profitability of product concept.

· Design and testing of physical product.

4.5.   Packaging and trademarks
4.5.1.  Requirements of good packaging
· Appropriately designed for target market

· Eye-catching

· Suitable to product

· Compliant with retailers' requirements

· Promotes image of enterprise

· Distinguishable from competitors' products

· Strong, convenient, well-designed

· Point of difference in service and supply of product.

4.5.2.   Forms of packaging
· Specialty packaging — emphasizes the elegant character of the product

· Packaging for double-use
· Combination packaging two or more products packaged in the same container

· Kaleidoscopic packaging — packaging changes continually to reflect a series or particular theme

· Packaging for immediate consumption — to be thrown away after use

· Packaging for resale — packed, into appropriate quantities, for the retailer or wholesaler

4.5.3.   Significance of a trademark
· Distinguishes one company's goods from those of another

· Serves as advertisement for quality

· Protects both consumers and manufacturers

· Used in displays and advertising campaigns

· Used to market new products

4.5.4.   Requirements of a good trademark
· Reflects products' advantages

· Good, simple language

· Easily pronounced and remembered

· Distinct from names of other products

· Easily added to an existing range

· Easily registered for legal protection

4.6.  Pricing
Pricing refers to the amount of money exchanged for a product. This value is determined by utility to the consumer in terms of money and/or sacrifice that he is prepared to give for it.

4.6.1.  Objectives
· Definite sales volume

· Achieve profit

· Larger market share

· Maintain market share

· Eliminate competition

· Advantages of mass production

· Satisfactory return on capital

4.6.2.  Factors influencing price-determination
· Production and distribution costs

· Substitute goods available

· Normal trade practices

· Fixed prices

· Reaction of distributors

· Reaction of consumers

· Nature of demand: 

· Elastic

· Inelastic

· Form of market: 

· Perfect competition

· Monopolistic competition

· Monopoly

· Oligopoly

4.6.3.  Steps to determine price
· Determine market share to be captured

· Set up price strategy

· Estimate demand

· Evaluate competitors' reactions

4.7.  Distribution
4.7.1.  Channels
· Manufacturer to consumer (most direct)

· Manufacturer to wholesaler to retailer to consumer (traditional)

· Manufacturer to agent to retailer to consumer (current)

· Manufacturer to agent to wholesaler to retailer to consumer

· Manufacturer to agent to customer ( ex : AMWAY )
4.7.2.  Manufacturers
4.7.2.1.   Reasons for direct selling methods
· Manufacturer wants to demonstrate goods.

· Wholesalers, retailers and agents not actively selling.

· Manufacturer unable to convince wholesalers or retailers to stock product.

· High profit margin added to goods by wholesalers and retailers.

· Middlemen unable to transport.

4.7.2.2.  Reasons for indirect selling methods
· Manufacturer does not have the financial resources to distribute goods.

· Distribution channels already established.

· Manufacturer has no knowledge of efficient distribution.

· Manufacturer wishes to use capital for further production.

· Too many consumers in a large area; difficult to reach.

· Manufacturer does not have a wide assortment of goods to enable efficient marketing.

4.7.3.  Wholesalers
4.7.3.1.   Reasons for using wholesalers
· Bear risk of selling goods to retailer or consumer

· Storage space

· Decrease transport costs

· Grant credit to retailers

· Able to sell for the manufacturers

· Give advice to manufacturers

· Break down products into smaller quantities

4.7.3.2.   Reasons for bypassing wholesalers
· Limited storage facilities

· Retailers' preferences

· Wholesaler cannot promote products successfully

· Development of wholesalers' own brands

· Desire for closer market contact

· Position of power

· Cost of wholesalers' services

· Price stabilisation

· Need for rapid distribution

· Make more money

4.7.3.3.   Ways of bypassing wholesalers
· Sales offices or branches

· Mail orders

· Direct sales to retailers

· Travelling agents

· Direct Orders

4.7.4.   Agents
· Commission agents work for anyone who needs their services. They do not acquire ownership of goods but receive del credere commission.

· Selling agents act on an extended contractual basis, selling all of the products of the manufacturer. They have full authority regarding price and terms of sale.

· Buying agents buy goods on behalf of producers and retailers. They have an expert knowledge of the purchasing function.

· Brokers specialize in the sale of one specific product. They receive a brokerage.

· Factory representatives represent more than one manufacturer. They operate within a specific area and sell related lines of goods but have limited authority regarding price and sales terms.

4.8. Marketing communications
Marketing communications breaks down the strategies involved with marketing messages into categories based on the goals of each message. There are distinct stages in converting strangers to customers that govern the communication medium that should be used.

See also: Client Path Marketing
4.8.1.   Advertising
· Paid form of public presentation and expressive promotion of ideas

· Aimed at masses

· Manufacturer may determine what goes into advertisement

· Pervasive and impersonal medium

4.8.1.1.   Functions and advantages of successful advertising
· Task of the salesman made easier

· Forces manufacturer to live up to conveyed image

· Protects and warns customers against false claims and inferior products

· Enables manufacturer to mass-produce product

· Continuous reminder

· Uninterrupted production a possibility

· Increases goodwill

· Raises standards of living (or perceptions thereof)

· Prices decrease with increased popularity

· Educates manufacturer and wholesaler about competitors' offerings as well as shortcomings in their own.

4.8.1.2.   Objectives
· Maintain demand for well-known goods

· Introduce new and unknown goods

· Increase demand for well-known goods

4.8.1.3.   Requirements of a good advertisement
· Attract attention

· Stimulate interest

· Create a desire

· Bring about action

· Create Awareness

4.8.1.4.   Eight steps in an advertising campaign
· Market research

· Setting out aims

· Budgeting

· Choice of media (TV,newspaper,radio)

· Choice of actors (New Trend)

· Design and wording

· Coordination

· Test results

4.8.2.   Personal sales
Oral presentation given by a salesman who approaches individuals or a group of potential customers:

· Live, interactive relationship

· Personal interest

· Attention and response

4.8.3.   Sales promotion
Short-term incentives to encourage buying of products:

· Instant appeal

· Anxiety to sell

4.8.4.   Publicity
· Stimulation of demand through press release giving a favourable report to a product

· Higher degree of credibility

· Effectively news

· Boosts enterprise's image

4.9.   Customer focus
Many companies today have a customer focus (or customer orientation). This implies that the company focuses its activities and products on consumer demands. Generally there are three ways of doing this: the customer-driven approach, the sense of identifying market changes and the product innovation approach.

In the consumer-driven approach, consumer wants are the drivers of all strategic marketing decisions. No strategy is pursued until it passes the test of consumer research. Every aspect of a market offering, including the nature of the product itself, is driven by the needs of potential consumers. The starting point is always the consumer. The rationale for this approach is that there is no point spending R&D funds developing products that people will not buy. History attests to many products that were commercial failures in spite of being technological breakthroughs.[3]
A formal approach to this customer-focused marketing is known as SIVA[4] (Solution, Information, Value, Access). This system is basically the four Ps renamed and reworded to provide a customer focus.

The SIVA Model provides a demand/customer centric version alternative to the well-known 4Ps supply side model (product, price, place, promotion) of marketing management.

Product -> Solution
Promotion -> Information
Price -> Value

Place ->Access


The four elements of the SIVA model are:

1. Solution: How appropriate is the solution to the customers problem/need?

2. Information: Does the customer know about the solution, and if so how, who from, do they know enough to let them make a buying decision?

3. Value: Does the customer know the value of the transaction, what it will cost, what are the benefits, what might they have to sacrifice, what will be their reward?

4. Access: Where can the customer find the solution? How easily/locally/remotely can they buy it and take delivery?

This model was proposed by Chekitan Dev and Don Schultz in the Marketing Management Journal of the American Marketing Association, and presented by them in Market Leader - the journal of the Marketing Society in the UK.

The model focuses heavily on the customer and how they view the transaction.

4.10.   Product focus
In a product innovation approach, the company pursues product innovation, then tries to develop a market for the product. Product innovation drives the process and marketing research is conducted primarily to ensure that a profitable market segment(s) exists for the innovation. The rationale is that customers may not know what options will be available to them in the future so we should not expect them to tell us what they will buy in the future. However, marketers can aggressively over-pursue product innovation and try to overcapitalize on a niche. When pursuing a product innovation approach, marketers must ensure that they have a varied and multi-tiered approach to product innovation. It is claimed that if Thomas Edison depended on marketing research he would have produced larger candles rather than inventing light bulbs. Many firms, such as research and development focused companies, successfully focus on product innovation (Such as Nintendo who constantly change the way Video games are played). Many purists doubt whether this is really a form of marketing orientation at all, because of the ex post status of consumer research. Some even question whether it is marketing.

· An emerging area of study and practice concerns internal marketing, or how employees are trained and managed to deliver the brand in a way that positively impacts the acquisition and retention of customers (employer branding).

· Diffusion of innovations research explores how and why people adopt new products, services and ideas.

· A relatively new form of marketing uses the Internet and is called internet marketing or more generally e-marketing, affiliate marketing, desktop advertising or online marketing. It typically tries to perfect the segmentation strategy used in traditional marketing. It targets its audience more precisely, and is sometimes called personalized marketing or one-to-one marketing.

· With consumers' eroding attention span and willingness to give time to advertising messages, marketers are turning to forms of Permission marketing such as Branded content, Custom media and Reality marketing.

· The use of herd behavior in marketing.

In an article entitled "Swarming the shelves: How shops can exploit people's herd mentality to increase sales", The Economist recently reported a recent conference in Rome on the subject of the simulation of adaptive human behavior.[5] Mechanisms to increase impulse buying and get people "to buy more by playing on the herd instinct" were shared. The basic idea is that people will buy more of products that are seen to be popular, and several feedback mechanisms to get product popularity information to consumers are mentioned, including smart-cart technology and the use of Radio Frequency Identification Tag technology. A "swarm-moves" model was introduced by a Princeton researcher, which is appealing to supermarkets because it can "increase sales without the need to give people discounts." Large retailers Wal-Mart in the United States and Tesco in Britain plan to test the technology in spring 2007 .

Other recent studies on the "power of social influence" include an "artificial music market in which some 14,000 people downloaded previously unknown songs" (Columbia University, New York); a Japanese chain of convenience stores which orders its products based on "sales data from department stores and research companies;" a Massachusetts company exploiting knowledge of social networking to improve sales; and online retailers who are increasingly informing consumers about "which products are popular with like-minded consumers" (e.g., Amazon, eBay).
4.11.   Criticism of marketing
Some aspects of marketing, especially promotion, are the subject of criticism. It is especially problematic in classical economic theory, which is based on the assumption that supply and demand are independent. However, product promotion is an attempt coming from the supply side to influence demand. In this way producer market power is attained as measured by profits that would not be realized under a free market. Then the argument follows that non-free markets are imperfect and lead to production and consumption of suboptimal amounts of the product.

Critics acknowledge that marketing has legitimate uses in connecting goods and services to the consumers who want them. Critics also point out that marketing techniques have been used to achieve morally dubious ends by businesses, governments and criminals. Critics see a systemic social evil inherent in marketing (see No Logo, Bill Hicks, Marxism or Commercial Alert). Marketing is accused of creating ruthless exploitation of both consumers and workers by treating people as commodities whose purpose is to consume. (see Fashion victim)

Most marketers believe that marketing techniques themselves are amoral. While it is ethically neutral, it can be used for negative purposes, such as selling unhealthy food to obese people or selling SUVs in a time of global warming, but it can also have a positive influence on consumer welfare.[6]
The Observer’s survey among 1,206 UK adult consumers in 2001 highlighted some of the stark changes our society has gone through in the last two decades. This raises a question on the effectiveness of the CIM’s definition of marketing (anticipating, identifying and satisfying customer needs profitably), mainly in consumer marketing. There are similar concerns in industrial markets, also known as business-to-business or B2B. Industrial market segmentation attempts to provide some answers.

Core marketing elements such as segmentation, targeting and positioning are still relevant in the modern (or post-modern) world.[7] However, they are complex topics that need a high level of effort, intelligent thinking as well as resources to be implemented successfully. A definitive statement cannot be made whether the conventional marketing concept is applicable in today’s environment. Its relevance is very much situational and depends on many factors such as the product, the segment, time, location, political and economic conditions and the inner workings of a company.

However, some scholars such as Stephen Brown challenge the marketing concept in an extreme language. Their statements, sometimes unfair, are relevant, which is why Post-Modern Marketing 2 was chosen as a key reference point for this chapter.[8]
On the one hand Brown makes positive statements about marketing, e.g. “marketing is endowed with considerable personal charm and has enjoyed more than its fair share of conquests” (Brown, 1998:16); and “indeed, the increasing academic attention that is being devoted to marketing and consumption-related phenomena by non-business disciplines such as sociology, anthropology and history; far from being the second-hand rose of the scholarship, marketing is now something of a fashion leader” (p 17)[9]
On the other hand, he condemns marketing by saying “marketing has to decide whether to expose its intellectual nakedness or press itself against the searing heat of postmodernism” (p 17); and using quotes such as “mid-life crisis” (p 23); “in decline; failing; anachronistic; being abandoned; no longer appropriate; in an unprecedented state of crisis; delivered nothing of value; failure; confusion; misunderstanding; occasional inexplicable hitting of the jackpot” (p. 21).

This apparent love-hate relationship is proof in itself that even a skeptics find it difficult to deny the contribution that marketing has made and can make to customer satisfaction and economic value. It has contributed to both customers’ and suppliers’ quality of life by selecting profitable customer satisfaction as its sole objective. The marketing concept, together with other business disciplines, helped the UK to make the transition from a 19th-century manufacturing economy to a modern model of success in the service industry, creating an economic growth period never seen before in the United Kingdom.[citation needed]
Marketing has helped create value through customized products, no-questions-asked refund policies, comfortable cars, environmental attention, shopkeepers’ smile, and guaranteed delivery dates. Even some government departments address the public not as ‘the Queen’s subjects’ or ‘the applicants’ any more but as ‘customers.' Of course all of the above is done for economic or political gain, for better or worse. Despite all this achievement, to dismiss marketing as a failure is unfair.[citation needed]
Marketing also helps companies avoid unnecessary R&D, operational and sales costs by helping to develop products because customers want them, not for the sake of innovation. Another success is the now commonly implemented value-pricing principle, whereby a product or service is sold for the price the customer is willing to pay, not on a cost-plus basis. This way, both suppliers and customers get a fair deal.[citation needed]
In the context of segmentation, Brown suggests that “the traditional, linear, step-by-step marketing model of analysis, planning, implementation and control no longer seems applicable, appropriate or even pertinent to what is actually happening on the ground” (p. 23-24). If Mr. Brown had studied “the ground” before making his statement, he would have realised that companies are successful the world over precisely because they implement this model.

They segment their markets, relate their products and services to them, define their value proposition and serve their customers accordingly. Examples are General Electric, HSBC, PriceWaterhouseCoopers, Smiths Aerospace, BAE Systems, BOC Edwards, Weir Group and the BT Group to name but a few. A brief visit to their websites can make this point clear.

Stephen Brown also has a constructive suggestion: “I reckon we need more passion in marketing, not less; it is time we banished banishing passion from works of marketing scholarship” (p. 256). This refers mainly to promotion, which is only one element within the marketing concept. The truth is that marketing today leads the way in segmentation, innovation, pricing, product management, distribution, and last but not least, promotion.

After all the contribution as well as further potential, to deny its successes and try to reduce it to only promotion is a great injustice to the marketing profession as well as to academic insight. Contrary to Brown’s suggestion in his final paragraph (p. 257), we need objectivity, rigour, quantification, models, relationships, paradigm shifts and (some application of) science.

4.12.   Construction marketing
Due to increased competition, privatisation and globalisation, marketing and business development have become increasingly important functions in all construction organisations. Marketing research, corporate branding and public relations are increasingly being seen as vital in a marketplace typified by sophisticated and demanding clients and customers, and a socially and environmentally aware general public and media.

4.13. Web referals

4.14. Related lists (on the Web)

4.15. References (on the end of book)

5.   Marketing II

Marketing II covers the second part of the marketing fundamentals. Together with Marketing I it discusses the essential fundamentals of the marketing. The teaching process is based upon the supposition that students have never studied anything on marketing, though they have some knowledge what Marketing I is. Therefore, Marketing II has more cognitive than analytical nature. Students get acquainted with the most important concepts and theoretical models, learn about Marketing links with other sciences. Discussions and analysis of case studies are based upon fundamentals of marketing. The course structure depicts the main topics, which can be discussed a different number of academic hours. The subject is taught not dividing it into lectures and seminars – introduction and discussion of the new material takes place during all lectures.
5.1.1. The objective of this subject are: 

· understand the components of the market mix and their application in the marketing process; 

· develop product/service offering strategy; 

· appreciate the role of market research to a business; 

· design, conduct and analyse a simple consumer survey; 

· understand the difference between servicing a client needs with known products and techniques involved in marketing new products. 

· understand corporate and marketing planning systems and procedures; 

· appreciate the development of corporate strategies within which marketing and market plans must be developed; 

· appreciate the importance of the product planning function as both a marketing activity and a top management responsibility. 

5.1.2.  The content includes: 

Marketing techniques as applied to individual products or services to develop uniqueness and the provision of benefits that result in repeat purchase. The market mix concept applied to manufacturers and retailers, new products and mature products, for the provision of physiological through to self actualisation needs. Market mix profiles. Products, associated services, brands and packaging; price, price variations, credit and transport and handling terms; place of purchase, storage, inventory and physical, spatial and temporal movement of product; promotion and advertising, special promotions, personal selling and public relations. Product live cycle and market mix interaction. The importance of market feedback. The design and conducting and analysis of simple research surveys. The role of marketing and how it provides the link between consumer needs and organisational activity. The organisation of the marketing system and its contribution to the achievement of organisation objectives. Principles and practice of marketing planning, the framework for problem solving and strategy formulation.
5.1.3.  The service marketing 
mix I
Cowell states that what is significant about services are the relative dominance of intangible attributes in the make-up of the “service product”. Services are a special kind of product. They may require special understanding and special marketing efforts. 
mix-II
The provision of the continuing education contains the element of the tangible and intangible. It usually provides a learning materials (physical goods) and also numbers of the service activities (teaching processes, contact with customers, organisation of the courses, etc.). 
mix-III
The distinction between physical and service offering can, therefore, be best understood as a matter of degree rather that in absolute terms.  The continuing education is service –based since the value of this product is dependent on the design and delivery of the CE courses rather than the cost of the physical product (teaching materials, CDs, etc.). 
mix-IV.
The services marketing mix is an extension of the 4-Ps framework. The essential elements of product, promotion, price and place remain but three additional variables – people, physical evidence and process – are included to 7–Ps mix. The need for the extension is due to the high degree of direct contact between the CE providers and the customers, the highly visible nature of the service process, and the simultaneity of the production and consumption. 

mix-V
While it is possible to discuss people, physical evidence and process within the original 4-Ps framework (for example people can be considered part of the product offering) the extension allows a more thorough analysis of the marketing ingredients necessary for successful services marketing. 
mix-VI
People – because of the simultaneity of production and consumption in services the CE staff occupy the key position in influencing customer’s perceptions of product quality. In fact the service quality is inseparable from the quality of service provider. An important marketing task is to set standards to improve quality of services provided by employees and monitor their performance. 
mix-VII
Without training and control employees tend to be variable in their performance leading to variable service quality. Training is crucial so that employees understand the appropriate forms of behaviour and trainers adopt the best practises of the andragogy 

mix-VIII
Physical evidence – this is the environment in which the service is delivered and any tangible goods that facilitate the performance and communication of the service. 
Customers look for clues to the likely quality of a service also by inspecting the tangible evidence. For example, prospective customers may look to the design of learning materials, the appearance of facilities, staff, etc.
mix-IX
Process – this means procedures, mechanism and flow of activities by which a service is acquired. Process decisions radically affect how a service is delivered to customers.  The service in CE includes several processes e.g. first contact with customers, administrative procedure regarding course delivery, preparation, delivery and evaluation of the courses. 
mix-X
The following guideline can be useful for successful CE management: 

Ensure that marketing happens at all levels from the marketing department to where the service is provided. 
Consider introducing flexibility in providing the service; when feasible customize the service to the needs of customers.

mix-XI
Recruit high quality staff treat them well and communicate clearly to them: their attitudes and behavior are the key to service quality and differentiations

Rettempt to market to existing customers to increase their use of the service, or to take up new service products

mix-XII
Sep up a quick response facility to customer problems and complaints

Employ new technology to provide better services at lower costs

Use branding to clearly differentiate service offering from the competition in the minds of target customers 

Team Assignment – people, physical evidence and process 
Identify six most important marketing mix elements (people, psychical evidence and process) for your selected market segments. 

5.1.4.  The differential advantage and branding
I.

Only few products are unique. Often the challenge lays in finding a way to differentiate your products from a rival’s near-identical offerings. The basic question says: “How can I get an advantage over the competition?” 

II.
When your products are better than those of your competitors, and when customers recognize this superiority, you have a real advantage. Few organisations are in this position. Most find that there is a little or nothing to distinguish their own products from competitor’s. 
III.
To gain competitive advantage, uncover not just differences but also attributes that customer’s value. Make sure the differences are meaningful to customers, so that your product is preferable to the others available. 

IV.
Often it is the little things that count. Customers may choose your product over a competitor’s identical product because they prefer your lecturers or because you give them coffee while delivery of the courses. 
V.
Pay attention to details that could make a difference. A genuine customer-centric approach will differentiate you from competitors. Show your commitment to customers and ensure that staffs are emphatic. Review company systems and processes to make them more customers focused. 
Team Assignment – differentiate your product
Answering the following questions, try to identify the differential advantage of your CE centre

1.Why should customers buy from us rather than from our competitors?
2.What makes us different from our competitors?

3.How are we better than our rivals?

4.What strengths do we have that we can effectively capitalize on? 

VI.
Strong, well-known products provide companies with a real competitive advantage. Use the power of branding to imbue your products with personality and meaning, ensuring they achieve a prominent position in the marketplace. 
VII.
The right name helps to sell products and service. It bestows individuality and personality, enabling customers to identify with your offerings and to get to know them. It makes products and services tangible and real. Choose name that enhance your company image and that are appropriate for the products and its positioning in the marketplace. 
VIII.
Establish trust in your brand and customers will remain loyal. 

Branding means developing unique attributes so that your products are instantly recognisable, memorable, and evoke positive association. Some brands have a solid and reliable personality, others are youthful and fun. Choose your company and product name, corporate colours, logo, design and promotional activity to help convey a personality and build a brand.
IX.
Customers should be able to look at one of your products and assimilate all that you stand for in a second by recalling the brand values. But remember: A strong brand is not a substitute for quality but an enhancement to it. 

X.
The service attributes are e.g. friendless, creativity, courtesy, helpfulness and knowledgeability. 

The creation of a corporate identity is a vital element of branding. Present an integrated, strong, instantly recognisable, individual image that is regarded in a positive way by your customers, and seize every opportunity to strengthen your corporate identity. It is important to maintain corporate identity consistently by issuing written guidelines for staff. 
5.1.5.  Marketing strategy
A strategy gives business a defined route to follow and a clear destination. Build a marketing strategy and you will ensure that marketing is a long-term way of working, not a one-off activity. A marketing strategy provides organisation with shared vision of the future. All too often, an organisation will perform a marketing task, such a direct mail shot, then sit back and see what happens. A strategic approach will ensure that you maximise returns on your marketing spending and boost the profits of your organisation. 
Marketing strategy A
- Strategic marketing manager

- Has a clear picture of the future
- Anticipates changes in the market
- Works towards clear long/term goals
Marketing strategy B
Non-strategic marketing manager

Lives day to day without planning
Reacts to changes in the market
Has only short-term objectives
Marketing strategy general
During the creating of the marketing strategy the marketing manager should proceed as follows:

- create the team
- review current situation
- set objectives
- plan action
- implement strategy
- review strategy
Marketing strategy by create marketing team
The first steps during preparation of the marketing strategy are the hardest part. It is important to bring together a strong team to help to prepare the marketing plan. The strategic elements must be understood by every member of team in order to assure the marketing success. 
It is important to involve the people whose function touches on marketing, and those whose job involves considerable customer contact. Before embarking on your marketing strategy, establish common ground by agreeing definitions and purpose. Build the team unity; perhaps by organizing an away day at a pleasant venue to discuss shared marketing issues and concerns. Show that you recognise the contribution each team member can offer. 
Review current situation - perform a SWOT analysis
SWOT (Strengths, Weaknesses, Opportunities and Threats)
Analysis of these four factors provides information on how to shape your marketing strategy. Devise objectives aimed at strengthening weak areas, exploiting strengths, seizing opportunities, and anticipating threats.                                                    
5.1.6.  Team Assignment – Marketing SWOT analysis
Identify your 4 strengths, weaknesses, opportunities and threats answering the questions below:

Do you suit your strengths to full advantage? Could you do more to capitalise on them?
Are there current or future opportunities you could exploit? Are new markets emerging or are there existing, untapped customer groups?
What threats do your competitors pose? What threats exist in wider marketplace?
What lets you down? What are you not good at? What do your competitors do better?
5.1.7.  Setting objectives

Draw up your objectives carefully, because your entire marketing strategy will be structured around them, and ensure that they are measurable so that you can evaluate their success.
Short-term objective can be staging posts on the way towards fulfilling long-term goals. Analyse your situation and then ask: “What if we do nothing?” Will products become out of date? Will your competitors grow more powerful? Spend time asking “what if?” to help you realize the effects of not keeping up with customer needs and competitor activities. It can serve to spur action. 
If you have devised a set of objectives around which to build your marketing strategy, seek agreement for them across the organisation. Marketing is a discipline that cuts through many departmental boundaries. Marketing activity will have a knock-on effect in various parts of the operation so, for it to be effective, you will need the support of colleagues. Ensure they understand the need for these objectives and the impact they may have on their work. 

5.1.8.  Plan action 

Investigate constraints, such as time and money, and then create a timetable of activity to give you a working marketing plan. 

The activities on your marketing timetable should be manageable and workable. The costs of not undertaking certain marketing activities, both in missed opportunities and the effect on your reputation, should be taken into consideration.
Look at your marketing ideas and work out the costs of each. Remember that marketing involves meeting customer need at a profit. To be justified, marketing activity should have a positive impact on the balance sheet. Examine not only the costs but also the benefit. An advertising company may cost a lot of money, but if it reaps profit amounting to several times its costs, is it cheap. 

5.1.9.  Implementing strategy 
Some organisations invest considerable effort in developing a strategy but enthusiasm and energy wane when it comes to implementation. Ensure that your marketing strategy is put into the action, not let to gather dust on a shelf. Assign each task or activity due for implementation within the next 12 months to a named person. 
5.1.10.  Review strategy

The world is not static. Things within your organisation or within your market are likely to change over the time. If they do, you might need to redefine your objectives. Review your objectives six-monthly or annually to check that you are till on track.
By marketing strategy
Answering the following questions will help evaluate the success of  marketing strategy:

Have profits increased since the strategy was implemented?
Have we seen an increase in our customer base?
Have we attracted a greater number of orders, or larger individual orders?
Has the number of product/service enquiries risen?
Has awareness of our organisation and its products or services increased?
5.1.11. Team assignment - Assess marketing ability
Answer the questions below. If your answer is “never“: , mark Option 1, and so on. Use the Analysis at the end of the questionnaire to identify your potential weaknesses in the area of marketing. 
OPTIONS:

1 
Never

2 
Occasionally

3 
Frequently

4 
Always

5.1.12.  ANALYSIS  IMPROVING
Need try to take a more organised, planned, methodical, and measured approach to improve  effectiveness, some of your marketing activity is a success, but you need to develop your skills to become wholly effective. Finaly, you have adopted a thoroughly professional strategic approach to marketing and are running successful marketing campaigns. Keep up the good work to stay ahead of the competition.

5.2.  What Is Word of Mouth Marketing?

“Word of mouth” (WOM) is the oldest form of marketing. WOM is the act of people providing information and making honest recommendations to other people about a brand, product or service. Today this is often performed by what we call “influencers,” those who are already successfully using products and services and are naturally inspired to talk positively about it.

Word-of-mouth marketing (WOMM) happens when marketers launch campaigns to influence and accelerate “organic” WOM. Unlike traditional offline and online marketing, WOMM is not about how many people you reach directly, but more about how many people pass your message on to other people. WOMM is, therefore, based on intense user engagement and primarily relies on finding and empowering “influencers,” opinion leaders who have extensive knowledge in a specific area, to spread the word about a product or service. WOMM requires an excellent product or service that influencers can use, be excited about, and talk about.

Although most WOMM still happens offline, online WOMM is growing fast. It includes online consumer activities using Internet technologies such as blogs, online forums, videos and podcasts to create consumer-generated media (CGM). Unlike offline conversation, online WOMM conversations don’t dissipate after the conversion ends. They exist as long as the site or vehicle stays live, are archived and indexed in search engines, and continue to be accessible to consumers.

Whether online or offline, a successful WOMM campaign involves true and passionate influencers who are willing spread the message. Here is a guided tour to finding your offering’s true influencers.

 5.2.1. Who are the influencers?

In general, influencers are typically the 10 percent of individuals who are influencing the choices of the remaining 90 percent of the population. They are sitting at the top of the WOMM pyramid and possess usually three main characteristics: larger social networks than the average person, persuasive power and the drive to disseminate product or service information within their expertise.

Influencers are different from the general population in several ways:

· They are four times more likely to be associated with five or more organizations.

· They are four times more likely to be considered “experts” by others on a variety of general topics or issues.

· They are well connected, and have about three times more knowledge than the average person.

· They are twice as likely to recommend a product or service they like; and when they do, they are four times more likely to tell nine or more people about it.

· They are typically well traveled and are activist-oriented.

· They are willing to inform with feedback, ideas and competitive information on a consistent and regular basis.

· They do their research and uncover unethical programs and communications. For example, 72 percent double-checked the information they received with an offline source, and 69 percent with an online source (E-fluencials Study, 2001, Burson-Marsteller).
5.2.2.  How to find and target influencers

An important step in finding the right influencers for a WOMM campaign is identifying those individuals who feel strongly about your brand, and giving them the means to participate. The most passionate influencers are often part of the current customer base, and can be located and engaged with the help of your marketing, sales and customer support departments.

5.2.3.  Start with “listening.”

Go online to find out who is talking about your products and services. This can be done by monitoring blogs (Blog Pulse, Technorati), news search alerts, online discussion forums, del.icio.us tag analysis, RSS feed monitoring (PubSub, Technorati) and other methods. Another, more automated way is to use professional online “listening services” from the various CGM analytics vendors, such as Cymfony, Nielson Buzz Metrics, Umbria, BuzzLogic and Intelliseek.

5.2.3.1. Interview and qualify potential influencers. 

Finding the right influencers for your WOMM campaign requires insight into their backgrounds, passions, motivations and aspirations.

5.2.3.2. Choose the right influencer partnerships. The ideal relationship is mutually beneficial—collaboration always beats paid partners.

In Part II of Word of Mouth Marketing, I’ll talk about how you can motivate, empower and retain your influencers.

5.2.4.  Motivating Influencers

Motivation can be challenging. Once you have identified the influencers, you need to look into what will help them help you.

Influencers enjoy being the first to know. They like to be “in the know” about new products, so that they can share the information with their friends. So give them exclusive access and special privileges, such as special access phone line, enrollment in any beta test programs, advanced information or demos of new products.

Learn what makes your influencers tick. It is usually not enough to rely on a positive experience of a great product to court the pure influencers. Identify upfront what social currency is required to motivate them to spread the word about your product or service. Influencers often demand real value for their participation in a “word of mouth” (WOMM) program, so some free stuff, a coupon and a short spot in the limelight usually does not work.

Finally, invite them in. Make it special and official. Invite your influencers officially into your WOMM program.

5.2.5.  Empowering Your Influencers

WOMM is most effective when a product or service is new, unique, high-performing and fun—and therefore worth talking about.

1. Place the products or services in the hands of “influencers.” Give them a good product or service, and excellent customer service, so that they have something exciting to talk about.

2. Provide them with success stories about your products and services that they can talk and write about.

3. Provide product samples or literature that they can give out when they talk about your product or service. 

5.2.6.  Keeping Influencers Engaged

Once the WOMM campaign is underway, influencers need to remain engaged. This can be done in various ways:

· Keep the program visible and accessible for employees and influencers so that they can talk to each other.

· Respond quickly to opinions, questions, comments and feedback. Influencers expect that companies listen to them. There is nothing more discouraging for a loyal customer than to be ignored. Often their comments provide an early indicator of what others are thinking.

· Monitor the buzz online and look for ways to engage. Find out which blogs your influencers are reading and posting on, the forums they participate in, and the web sites they are visiting, because that may be where the next concentration of influencers is located.

· It is relatively easy to monitor influencers online. However, remember about 80 percent of WOM takes place offline. That’s why it is important to have your influencers report back on a regular basis or to meet with them in focus groups. What kind of conversations are they having with people? What are they saying?

· Influencers need recognition and rewards, or they will become inactive. The more personal recognition you can give them, the better. There is nothing more rewarding for an influencer than a “Thank you for your support” post from a company to a positive blog or forum comment regarding their product or service.

· Some of the most valuable feedback on your campaign may be negative. Don’t shut out the “haters.” Listen to them and engage with them if their comments are constructive.

There are many aspects to a successful WOMM campaign: the message, the product or service, listening to conversations, company commitment and many more. But most importantly, WOM is about people, and WOMM cannot succeed without loyal influencers who are spreading the message.

 

6. International marketing

6.1.   The Global Marketplace

Globalization of Markets and Competition: 

Trade is increasingly global in scope today. There are several reasons for this. One significant reason is technological—because of improved transportation and communication opportunities today, trade is now more practical. Thus, consumers and businesses now have access to the very best products from many different countries. Increasingly rapid technology lifecycles also increases the competition among countries as to who can produce the newest in technology. In part to accommodate these realities, countries in the last several decades have taken increasing steps to promote global trade through agreements such as the General Treaty on Trade and Tariffs, and trade organizations such as the World Trade Organization (WTO), North American Free Trade Agreement (NAFTA), and the European Union (EU).

Stages in the International Involvement of a Firm
We discussed several stages through which a firm may go as it becomes increasingly involved across borders. A purely domestic firm focuses only on its home market, has no current ambitions of expanding abroad, and does not perceive any significant competitive threat from abroad. Such a firm may eventually get some orders from abroad, which are seen either as an irritation (for small orders, there may be a great deal of effort and cost involved in obtaining relatively modest revenue) or as "icing on the cake." As the firm begins to export more, it enters the export stage, where little effort is made to market the product abroad, although an increasing number of foreign orders are filled. In the international stage, as certain country markets begin to appear especially attractive with more foreign orders originating there, the firm may go into countries on an ad hoc basis—that is, each country may be entered sequentially, but with relatively little learning and marketing efforts being shared across countries. In the multi-national stage, some efficiencies are pursued by standardizing across a region (e.g., Central America, West Africa, or Northern Europe). Finally, in the global stage, the focus centers on the entire World market, with decisions made optimize the product’s position across markets—the home country is no longer the center of the product. An example of a truly global company is Coca Cola.

Note that these stages represent points on a continuum from a purely domestic orientation to a truly global one; companies may fall in between these discrete stages, and different parts of the firm may have characteristics of various stages—for example, the pickup truck division of an auto-manufacturer may be largely domestically focused, while the passenger car division is globally focused. Although a global focus is generally appropriate for most large firms, note that it may not be ideal for all companies to pursue the global stage. For example, manufacturers of ice cubes may do well as domestic, or even locally centered, firms.

Some forces in international trade
The text contains a rather long-winded appendix discussing some relatively simple ideas. Comparative advantage, discussed in more detail in the economics notes, suggests trade between countries is beneficial because these countries differ in their relative economic strengths—some have more advanced technology and some have lower costs. The International Product Life Cycle suggests that countries will differ in their timing of the demand for various products. Products tend to be adopted more quickly in the United States and Japan, for example, so once the demand for a product (say, VCRs) is in the decline in these markets, an increasing market potential might exist in other countries (e.g., Europe and the rest of Asia). Internalization/transaction costs refers to the fact that developing certain very large scale projects, such as an automobile intended for the World market, may entail such large costs that these must be spread over several countries.
6.2.  Marketing Research

6.2.1. Primary vs. secondary research
There are two kinds of market research: Primary research refers to the research that a firm conducts for its own needs (e.g., focus groups, surveys, interviews, or observation) while secondary research involves finding information compiled by someone else. In general, secondary research is less expensive and is faster to conduct, but it may not answer the specific questions the firm seeks to have answered (e.g., how do consumers perceive our product?), and its reliability may be in question.

6.2.2. Secondary sources
A number of secondary sources of country information are available. One of the most convenient sources is an almanac, containing a great deal of country information. Almanacs can typically be bought for $10.00 or less. The U.S. government also publishes a guide to each country, and the handbook International Business Information: How to Find It, How to Use It.

Several experts may be available. Anthropologists and economists in universities may have built up a great deal of knowledge and may be available for consulting. Consultants specializing in various regions or industries are typically considerably more expensive. One should be careful about relying on the opinions of expatriates (whose views may be biased or outdated) or one’s own experience (which may relate to only part of a country or a certain subsegment) and may also suffer from the limitation of being a sample of size 1.

6.2.3. Hard vs. soft data
"Hard" data refers to relatively quantifiable measures such as a country’s GDP, number of telephones per thousand residents, and birth rates (although even these supposedly "objective" factors may be subject to some controversy due to differing definitions and measurement approaches across countries). In contrast, "soft" data refers to more subjective issues such as country history or culture. It should be noted that while the "hard" data is often more convenient and seemingly objective, the "soft" data is frequently as important, if not more so, in understanding a market.

6.2.4. Data reliability
The accuracy and objectivity of data depend on several factors. One significant one is the motivation of the entity that releases it. For example, some countries may want to exaggerate their citizens’ literacy rates owing to national pride, and an organization promoting economic development may paint an overly rosy picture in order to attract investment. Some data may be dated (e.g., a census may be conducted rarely in some regions), and some countries may lack the ability to collect data (it is difficult to reach people in the interior regions of Latin America, for example). Differences in how constructs are defined in different countries (e.g., is military personnel counted in people who are employed?) may make figures of different jurisdictions non-comparable.

6.2.5. Cost of data
Much government data, or data released by organizations such as the World Bank or the United Nations, is free or inexpensive, while consultants may charge very high rates.

6.2.6. Issues in primary research
Cultural factors often influence how people respond to research. While Americans are used to market research and tend to find this relatively un-threatening, consumers in other countries may fear that the data will be reported to the government, and may thus not give accurate responses. In some cultures, criticism or confrontation are considered rude, so consumers may not respond honestly when they dislike a product. Technology such as scanner data is not as widely available outside the United States. Local customs and geography may make it difficult to interview desired respondents; for example, in some countries, women may not be allowed to talk to strangers. 

6.3.  Electronic Commerce

6.3.1. Prospects for electronic commerce
Electronic commerce—usually in the form of sales, promotion, or support through the Internet—is a hot topic at the moment, evidenced by the high market capitalization of firms involved in this kind of business. Growth rates have been considerable over the last two years and are expected to persist, at least to some extent, for at least the next several years. Yet, it should be recognized that so far, sales over the Internet account for only a small portion of sales—especially outside the U.S.

6.3.2. Obstacles to diffusion
Obstacles to the diffusion of Internet trade come both from enduring sources and temporary roadblocks which may be overcome as consumer attitudes change and technology is improved. Currently, Internet connections are slower than desired so that downloading pictures and other information may take longer than consumers are willing to wait. "Glitches" in online ordering systems may also frustrate consumers, who are unable to place their orders at a given time or have difficulty navigating through a malfunctioning site. The lack of non-English language sites in some areas may also be off-putting to consumers, and registering domain names in some countries is difficult. Further, shipping small packages across countries may be inefficient due to high local postage rates and inefficiencies in customs processing. Most of these obstacles may be overcome within next few years.

6.3.3. Focus of the site
Other obstacles may, however, have considerably greater staying power. First, there are legal problems, as several different countries may seek to impose their jurisdiction on advertising and laws of product assortment and business practices. Further, the maintenance of databases, which are essential to delivering on the promises of e-commerce, may conflict with the privacy rules of some countries—this is currently a hot issue of contention between the United States and the European Union. Finally, there are issues of taxation and collection. While the Clinton Administration has sought to get the WTO to go along with a three year tax "moratorium" on Internet purchases much like the one observed in the U.S., strong opposition is expected. A great attraction of e-commerce in Europe is that people may order from other countries and thus evade local sales taxes, which can be prohibitive (e.g., 25% in Denmark and 16% in Germany). Some firms will ship to customers in neighboring countries without collecting sales taxes or duties, with the responsibility of paying falling on the consumer. Although most consumers who order and do not arrange to pay for these taxes get away with it, fines for those caught through random checks can be severe Focus of the site

Some firms have chosen to maintain a global site, with reference only to local sales or support offices; others, in contrast, have unique sites for each country. In some cases, a global site will hyperlink surfers to a country or region relevant site. Note that some confusion exists since many sites outside the U.S. maintain the ".com" designation rather than their countries’ respective suffix (e.g., ".de" for Germany, ".se" for Sweden, and ".au" for Australia). Some firms have experienced problems getting their banks to accept credit card charges in more than one currency, and thus it may be difficult to indicate precise prices in more than one denomination (one site based in Britain offered its American customers to be as accurate as possible, based on current exchange rates, although the charge could be off "by a few pennies.")

6.3.4. Lifecycle stages across the World

It has been suggested that Europe runs some five years behind the U.S. in electronic commerce, but some sources dispute this, suggesting that lack of success among American retailers may have other origins, such as inadequate adaptation (for example, some British users are put off by American English). There are, however, some factors which cause most countries run behind. Even in Europe, Internet access penetration rates are lower than they are in the U.S., and the slower speed associated with downloading Asian characters is discouraging. In some countries, credit card penetration is lower, and even in European countries with high penetration rates, consumers are reluctant to use them. Further, the fact that consumers in most countries have to pay a per minute phone charge discourages the essential casual and relaxed browsing common in the U.S. so long as unlimited cable or hardwired access is not offered. 

6.4.  Economics

6.4.1. Historical Basis for Trade
Throughout history, countries have tended to trade with each other, but usually to a much lesser extent than they do today. There are several reasons:

· Difficulties in transportation and communication made it difficult to transport manufactured goods which would, in any event, arrive with long delays after manufacturing;

· Border disputes, a history of invasions, and other tensions between countries discouraged trade with historical or potential enemies; and

· Paper money was less readily available, so it was more difficult to match products for barter between the same buyer and sellers.

Nevertheless, countries did have to trade with each other to a more limited extent since:

· Certain natural resources (e.g., iron, gold) were not readily available in some countries;

· Some countries did not have the technology to produce certain goods (e.g., when steel was introduced, it could be made only in some countries);

· In some countries, there was a demand for certain specialized goods, but not enough of a market to justify local production within reasonable economies of scale.

Today, trade is necessitated by several factors:

· Technological advances are so fast that, at any point, a different country may have the latest and most effective technology in compelling areas (e.g., computers, medical);

· Certain product lines (e.g., automobiles) require tremendous economies of scale to be cost effective, so these costs must be spread over several different markets;

· With advances in transportation, it becomes essential to take advantage of relative strengths that different countries have (e.g., technological leadership, low labor costs).

Absolute advantage is typically measured in terms of labor input and refers to the number of units that one worker can produce in one unit of time. For example, suppose that a Japanese worker can produce fifteen shirts in one hour, while a Malaysian worker can produce only five. Thus, the Japanese worker has the absolute advantage. However, suppose that the Japanese worker can produce two cars a week, while the Malaysian worker can produce only one tenth of a car in that amount of time. It can be shown that, assuming that these are the only two countries that can trade with each other, it would be to the advantage of both countries to trade Japanese cars for Malaysian shirts. This is known as relative advantage. In practice, it is often more useful to think of relative technological sophistication vs. lower labor costs.

6.4.2. Protectionism

Although trade generally benefits a country as a whole, powerful interests within countries frequently put obstacles—i.e., they seek to inhibit free trade. There are several ways this can be done:

· Tariff barriers: A duty, or tax or fee, is put on products imported. This is usually a percentage of the cost of the good. 

· Quotas: A country can export only a certain number of goods to the importing country. For example, Mexico can export only a certain quantity of tomatoes to the United States, and Asian countries can send only a certain quota of textiles here. 

· "Voluntary" export restraints: These are not official quotas, but involve agreements made by countries to limit the amount of goods they export to an importing country. Such restraints are typically motivated by the desire to avoid more stringent restrictions if the exporters do not agree to limit themselves. For example, Japanese car manufacturers have agreed to limit the number of automobiles they export to the United States. 

· Subsidies to domestic products: If the government supports domestic producers of a product, these may end up with a cost advantage relative to foreign producers who do not get this subsidy. U.S. honey manufacturers receive such subsidies. 

· Non-tariff barriers, such as differential standards in testing foreign and domestic products for safety, disclosure of less information to foreign manufacturers needed to get products approved, slow processing of imports at ports of entry, or arbitrary laws which favor domestic manufacturers. 

Justifications for protectionism: Several justifications have been made for the practice of protectionism. Some appear to hold more merit than others:

· Protection of an "infant" industry: Costs are often higher, and quality lower, when an industry first gets started in a country, and it thus be very difficult for that country to compete. However, as the industry in the country matures, it may be better able to compute. Thus, for example, some countries have attempted to protect their domestic computer markets while they gained strength. The U.S. attempted to protect its market for small autos American manufacturers were caught unprepared for the switch in demand away from the larger cars caught U.S. auto makers unprepared. This is generally an accepted reason in trade agreements, but the duration of this protection must be limited (e.g., a maximum of five to ten years). 

· Resistance to unfair foreign competition: The U.S. sugar industry contends that most foreign manufacturers subsidize their sugar production, so the U.S. must follow to remain competitive. This argument will hold little merit with the dispute resolution mechanism available through the World Trade Organization. 

· Preservation of a vital domestic industry: The U.S. wants to be able to produce its own defense products, even if foreign imports would be cheaper, since the U.S. does not want to be dependent on foreign manufacturers with whose countries conflicts may arise. Similarly, Japan would prefer to be able to produce its own food supply despite its exorbitant costs. For an industry essential to national security, this may be a compelling argument, but it is often used for less compelling ones (e.g., manufactures of funeral caskets or honey). 

· Intervention into a temporary trade balance: A country may want to try to reverse a temporary decline in trade balances by limiting imports. In practice, this does not work since such moves are typically met by retaliation. 

· Maintenance of domestic living standards and preservation of jobs. Import restrictions can temporarily protect domestic jobs, and can in the long run protect specific jobs (e.g., those of auto makers, farmers, or steel workers). This is less of an accepted argument—these workers should instead by retrained to work in jobs where their country has a relative advantage. 

· Retaliation: The proper way to address trade disputes is now through the World Trade Organization. In the past, where enforcement was less available, this might have been a reasonable argument. 

Note that while protectionism generally hurts a country overall, it may be beneficial to specific industries or other interest groups. Thus, while sugar price supports are bad for consumers in general, producers are an organized group that can exert a great deal of influence. In contrast, the individual consumer does not have much of an incentive to take action to save about $5.00 a year.

6.4.2.1.   Effects of protectionism
Protectionism tends to lead to additional tariffs or other protectionist measures by other countries in retaliation, reduced competition (which results in inflation and less choice for consumers), a weakening of the trade balance (due in part to diminished export abilities resulting from foreign retaliations and in part because of the domestic currency loses power as there is less demand for it). An overall effect may be a vicious cycle of trade wars as each country responds to the other with a "tit for tat."

6.4.3. Efforts to encourage trade

The General Agreement on Trade and Tariffs (GATT), which was negotiated at the Bretton Woods Conference in 1947, sought to encourage international trade following World War II, when many countries were in bad shape after the war. There were several objectives:

· To encourage trade in general; 

· To replace non-tariff barriers with tariff barriers—i.e., it is acceptable but not encouragable to impose some burden on foreign products, but this must be in the form of a readily identifiable duty rather than a more vague restriction which is less transparent; 

· Reciprocity: Countries should respond in kind when other countries reduce tariffs or barriers; 

· Providing the most favorable trade terms offered to anyone to all members of the agreement. 

Note that the above represent general principles, which in practice are implemented with numerous exceptions. For example, the Uruguay Roundtable Agreement, which set up the World Trade Organization, literally runs several thousand pages. The EU and NAFTA are accepted, but go against the provision of offering the best terms available to everyone.

The 1994 Uruguay Round Table Agreement resulted in the establishment of the World Trade Organization (WTO). The main thrust of this organization is to expand the scope of trade affected (e.g., services are now covered), the protection of intellectual property (e.g., patents, copyrights, and trademarks) and, most importantly, to provide binding decisions on disputes which member countries must meet.

6.4.4. Stages in International Trade Agreements
Trade between countries is generally started gradually—it takes a long time before barriers are eliminated entirely or even reduced dramatically. The stages on slide 11 are points on a continuum. Starting with heavy barriers to trade, countries may decide to move toward a "free trade area," where two countries agree on one or more trade liberalizations—e.g., two countries agree that bananas and steel can now be traded between the two countries with only a three percent duty (in contrast, say, to a fifteen percent duty that existed earlier). Water melons and charcoal may then be added later, along with products that may follow over time.

A customs union involves a more systematic trade agreement with reductions in duties and quotas covering a large spectrum of goods and services. For example, NAFTA systematically reduced tariffs and improved access of Canada, the U.S., and Mexico, to each others’ markets. Significant barriers still exist, however.

In a common market, goods can be moved freely from one member country to another. Although the EU has been calling itself a common market since the 1970s, it has not quite reached that reality yet. To understand what is going on here, we need to understand the distinction between duties (taxes imposed on goods which are imported, but not on goods produced in the home country) and excise taxes (such as the American sales tax, which are imposed on all goods, whether they are produced at home or abroad). Currently, individuals can bring almost anything they want in from other member countries, although businesses are somewhat less free. For example, one firm offered to deliver a pallet of two thousand five-hundred beers from Germany, where "sin" taxes are lower, to Denmark. The authorities intervened and it was decided that the consumers would have to go and pick up the beers abroad themselves to benefit from the lower rates. One can now no longer take in duty free goods moving from one EU country to another, but one can buy whatever one wants in another EU country, paying a possibly lower sales tax there, and bring it back to one’s home country. It used to be that many Danish consumers would take a ferry to Germany and buy a limited quantity of duty free alcohol and tobacco which could be taken into Denmark with no additional duties or excise taxes. This is no longer possible, since both countries are part of the EU, but now it is possible to take the ferry and not even go aboard in Germany, buying all desired goods in German territorial waters at the lower German sales tax.

A monetary union involves countries abandoning their own currencies and monetary policies. The European Union will soon replace the currencies of some member countries with the Euro (not all countries are eligible to join, since some have too high a national debt or too large a government budget deficit, and others have chosen not to join at this time). A monetary union removes the ability of each country to control its own currency—it can no longer devalue its currency to improve export opportunities—but also introduces greater stability in exchange rates so that trade will not be interrupted by actual exchange rate fluctuations or avoided due to fears or exchange rate instability. Note that actually implementing a monetary union is difficult. The EU monetary union will be implemented over time—although contracts can now be specified in terms of Euros, actual currency will not be introduced until next year, and even when it is introduced, there will be a period of overlap where the Euro and the original currencies will coexist.

A political union involves countries actually merging, which laws of the union superseding national laws. At the present time, no such unions exist, although many trade related decisions in the EU are now handled through the European Parliament. (The states of the United States and various other countries such as Mexico, Brazil, and Germany are not genuinely sovereign.) The bottom line here is to recognize that trade liberalization is a gradual process and that not all countries will move all the way toward completely free trade.

       6.4.5.  Economic issues

· "Open" vs. "closed" currencies. Not all currencies can be freely traded—some countries prohibit their currencies from leaving their borders, although this is mostly confined to developing countries that want to encourage tourists to spend their remaining currency rather than converting it back to their own currencies and spending it in their home countries. There are, however, some currencies for which international markets are not readily available, because the demand for those currencies is limited. 

· Exchange rates come in two forms: 

· "Floating"—here, currencies are set on the open market based on the supply of and demand for each currency. For example, all other things being equal, if the U.S. imports more from Japan than it exports there, there will be less demand for U.S. dollars (they are not desired for purchasing goods) and more demand for Japanese yen—thus, the price of the yen, in dollars, will increase, so you will get fewer yen for a dollar. 

· "Fixed"—currencies may be "pegged" to another currency (e.g., the Argentinian currency is guaranteed in terms of a dollar value), to a composite of currencies (i.e., to avoid making the currency dependent entirely on the U.S. dollar, the value might be 0.25*U.S. dollar+4*Mexican peso+50*Japanese yen+0.2*German mark+0.1*British pound), or to some other valuable such as gold. Note that it is very difficult to maintain these fixed exchange rates—governments must buy or sell currency on the open market when currencies go outside the accepted ranges. Fixed exchange rates, although they produce stability and predictability, tend to get in the way of market forces—if a currency is kept artificially low, a country will tend to export too much and import too little. 

· Trade balances and exchange rates: When exchange rates are allowed to fluctuate, the currency of a country that tends to run a trade deficit will tend to decline over time, since there will be less demand for that currency. This reduced exchange rate will then tend to make exports more attractive in other countries, and imports less attractive at home. 

6.4.6. Measuring country wealth
There are two ways to measure the wealth of a country. The nominal per capita gross domestic product (GDP) refers to the value of goods and services produced per person in a country if this value in local currency were to be exchanged into dollars. Suppose, for example, that the per capita GDP of Japan is 3,500,000 yen and the dollar exchanges for 100 yen, so that the per capita GDP is (3,500,000/100)=$35,000. However, that $35,000 will not buy as much in Japan—food and housing are much more expensive there. Therefore, we introduce the idea of purchase parity adjusted per capita GDP, which reflects what this money can buy in the country. This is typically based on the relative costs of a weighted "basket" of goods in a country (e.g., 35% of the cost of housing, 40% the cost of food, 10% the cost of clothing, and 15% cost of other items). If it turns out that this measure of cost of living is 30% higher in Japan, the purchase parity adjusted GPD in Japan would then be ($35,000/(130%) = $26,923.

In general, the nominal per capita GPD is more useful for determining local consumers’ ability to buy imported goods, the cost of which are determined in large measure by the costs in the home market, while the purchase parity adjusted measure is more useful when products are produced, at local costs, in the country of purchase. For example, the ability of Argentinians to purchase micro computer chips, which are produced mostly in the U.S. and Japan, is better predicted by nominal income, while the ability to purchase toothpaste made by a U.S. firm in a factory in Argentina is better predicted by purchase parity adjusted income.

It should be noted that, in some countries, income is quite unevenly distributed so that these average measures may not be very meaningful. In Brazil, for example, there is a very large underclass making significantly less than the national average, and thus, the national figure is not a good indicator of the purchase power of the mass market. Similarly, great regional differences exist within some countries—income is much higher in northern Germany than it is in the former East Germany, and income in southern Italy is much lower than in northern Italy.

6.4.7. Economic trends
Certain countries have high levels of inflation; this figure, for example, has run at several hundred percent at various times in Brazil. In that case, then, it becomes important to adjust figures for inflation. Suppose that, as an illustration, that the Brazilian economy grew from 1997 to 1998 from 200 trillion cruzeiros to 410 trillion while there was an inflation of 100%. The economy, then, did not really double. Therefore, the "real" growth, adjusted for inflation, is (410-200)/(100%+100%)-1 = (210/200)-1=5%. (You will not have to do such calculations on the exam, but you should understand the principle of real [inflation adjusted] vs. nominal growth.) Please note that even in countries that have inflation rates as moderate as 1-5%, adjustment for inflation is still essential.

When one looks at an entire country, note that overall GDP may increase as population increases while its per capita GDP increases less or even decreases. Suppose, for example, that the GDP of India from 1997 to 1998 increases from $1 trillion to $1.02 trillion and that there is no inflation but the population increases by 3%. The population adjusted economic growth would be ((1.02-1.00)/1.03)-100%=98.5%-100%=-1.5%. Again, you will not be asked to make actual calculations on the exam.

Some countries run trade deficits over long periods of time, and when this happens, their currency is expected to weaken over time. In principle, this weakening ought to increase exports and decrease exports, but since countries may be able to borrow from foreign lenders, this may not always happen in practice. The U.S., for example, has been able to finance deficit spending by foreign borrowing. While the U.S. dollar declined sharply against the yen in the 1980s and early 1990s, it has remained much more stable in recent years at 100-130 yen per dollar. 

6.5.  Culture

6.5.1. Dealing with culture
Culture is a problematic issue for many marketers since it is inherently nebulous and often difficult to understand. One may violate the cultural norms of another country without being informed of this, and people from different cultures may feel uncomfortable in each other’s presence without knowing exactly why (for example, two speakers may unconsciously continue to attempt to adjust to reach an incompatible preferred interpersonal distance).

6.5.2. Warning about stereotyping
When observing a culture, one must be careful not to over-generalize about traits that one sees. Research in social psychology has suggested a strong tendency for people to perceive an "outgroup" as more homogenous than an "ingroup," even when they knew what members had been assigned to each group purely by chance. When there is often a "grain of truth" to some of the perceived differences, the temptation to over-generalize is often strong. Note that there are often significant individual differences within cultures.

6.5.3. Definition
The text defines culture as "A learned, shared, compelling, interrelated set of orientations for members of society." While memorizing definitions is not essential, note the following parts of the definition:

· Learned. Culture is not genetically based—if that were the case cultures across the World would have been much more similar to each other. We learn what is considered appropriate in our culture through trial and error. If a child engages in competitive behavior, this might be rewarded in the United States with the expression of parental approval, while in Japan it might result in subtle shows of disapproval, such as lack of attention. 

· Shared. The beliefs, interpretations, and behaviors are shared by all or most of the people within the culture, so that it becomes a truly society-wide phenomenon. 

· Compelling: Culture must have implications (such as social disapproval if contradicted) in order to be considered important. 

· Interrelated. Although there may be conflicts between elements of culture (e.g., respect for seniority may come into conflict with a growing value of achievement in Singapore), for the most part, elements of culture constitute a coherent and relatively consistent whole. For example, the tendency for Japanese business people to bow when meeting each other and the tendency of lower level Japanese employees to show great deference to their superiors are both manifestations of a strong emphasis on respect. 

6.5.4. Cultural lessons
We considered several cultural lessons in class; the important thing here is the big picture. For example, within the Muslim tradition, the dog is considered a "dirty" animal, so portraying it as "man’s best friend" in an advertisement is counter-productive. Packaging, seen as a reflection of the quality of the "real" product, is considerably more important in Asia than in the U.S., where there is a tendency to focus on the contents which "really count." Many cultures observe significantly greater levels of formality than that typical in the U.S., and Japanese negotiator tend to observe long silent pauses as a speaker’s point is considered.

6.5.4.1.   Elements of culture
The text considers several elements of culture, such as the material culture, education, and religion. Another way to look at cultural contents involves the areas of:

· Beliefs. While Americans may attribute success to hard work or skill, it may be attributed to luck or connections in other cultures. 

· Attitudes. Beliefs, feelings, and behavioral intentions may differ. While the American may appreciate getting a bargain in a sale, this may conjure up images of not being able to afford the full price in other cultures. 

· Goals. While "progress" (having new and improved products, for example) is considered a good thing in the U.S., many Japanese parents are concerned that the "wa-pro" leaves their children unable to write the traditional Japanese pictographs. 

· Values. In the U.S., individual uniqueness is generally considered a good thing while in some cultures fitting in with the group is a higher priority. Thus, for example, an American may enjoy wearing relatively innovative clothing, which may be frowned upon in a more collectivistic society. 

6.5.4.2.   Cultural characteristics as a continuum
There is a tendency to stereotype cultures as being one way or another (e.g., individualistic rather than collectivistic). Note, however, countries fall on a continuum of cultural traits. Hofstede’s research demonstrates a wide range between the most individualistic and collectivistic countries, for example—some fall in the middle.

6.5.5. Hofstede’s Dimensions
Gert Hofstede, a Dutch researcher, was able to interview a large number of IBM executives in various countries, and found that cultural differences tended to center around four key dimensions:

· Individualism vs. collectivism: To what extent do people believe in individual responsibility and reward rather than having these measures aimed at the larger group? Contrary to the stereotype, Japan actually ranks in the middle of this dimension, while Indonesia and West Africa rank toward the collectivistic side. The U.S., Britain, and the Netherlands rate toward individualism. 

· Power distance: To what extent is there a strong separation of individuals based on rank? Power distance tends to be particularly high in Arab countries and some Latin American ones, while it is more modest in Northern Europe and the U.S. 

· Masculinity vs. femininity involves a somewhat more nebulous concept. "Masculine" values involve competition and "conquering" nature by means such as large construction projects, while "feminine" values involve harmony and environmental protection. Japan is one of the more masculine countries, while the Netherlands rank relatively low. The U.S. is close to the middle, slightly toward the masculine side. 

· Uncertainty avoidance involves the extent to which a "structured" situation with clear rules is preferred to a more ambiguous one; in general, countries with lower uncertainty avoidance tend to be more tolerant of risk. Japan ranks very high. Few countries are very low in any absolute sense, but relatively speaking, Britain and Hong Kong are lower, and the U.S. is in the lower range of the distribution. 

Although Hofstede’s original work did not address this, a fifth dimension of long term vs. short term orientation has been proposed. In the U.S., managers like to see quick results, while Japanese managers are known for take a long term view, often accepting long periods before profitability is obtained.

6.5.5.1.   High vs. low context cultures
In some cultures, "what you see is what you get"—the speaker is expected to make his or her points clear and limit ambiguity. This is the case in the U.S.—if you have something on your mind, you are expected to say it directly, subject to some reasonable standards of diplomacy. In Japan, in contrast, facial expressions and what is not said may be an important clue to understanding a speaker’s meaning. Thus, it may be very difficult for Japanese speakers to understand another’s written communication. The nature of languages may exacerbate this phenomenon—while the German language is very precise, Chinese lacks many grammatical features, and the meaning of words may be somewhat less precise. English ranks somewhere in the middle of this continuum.

6.5.5.2.   Ethnocentrism and the self-reference criterion
The self-reference criterion refers to the tendency of individuals, often unconsciously, to use the standards of one’s own culture to evaluate others. For example, Americans may perceive more traditional societies to be "backward" and "unmotivated" because they fail to adopt new technologies or social customs, seeking instead to preserve traditional values. In the 1960s, a supposedly well read American psychology professor referred to India’s culture of "sick" because, despite severe food shortages, the Hindu religion did not allow the eating of cows. The psychologist expressed disgust that the cows were allowed to roam free in villages, although it turns out that they provided valuable functions by offering milk and fertilizing fields. Ethnocentrism is the tendency to view one’s culture to be superior to others. The important thing here is to consider how these biases may come in the way in dealing with members of other cultures.

 

6.6. Political and Legal Influences

6.6.1. The political situation
The political relations between a firm’s country of headquarters (or other significant operations) and another one may, through no fault of the firm’s, become a major issue. For example, oil companies which invested in Iraq or Libya became victims of these countries’ misconduct that led to bans on trade. Similarly, American firms may be disliked in parts of Latin America or Iran where the U.S. either had a colonial history or supported unpopular leaders such as the former shah.

Certain issues in the political environment are particularly significant. Some countries, such as Russia, have relatively unstable governments, whose policies may change dramatically if new leaders come to power by democratic or other means. Some countries have little tradition of democracy, and thus it may be difficult to implement. For example, even though Russia is supposed to become a democratic country, the history of dictatorships by the communists and the czars has left country of corruption and strong influence of criminal elements.

6.6.2. Laws across borders
When laws of two countries differ, it may be possible in a contract to specify in advance which laws will apply, although this agreement may not be consistently enforceable. Alternatively, jurisdiction may be settled by treaties, and some governments, such as that of the U.S., often apply their laws to actions, such as anti-competitive behavior, perpetrated outside their borders (extra-territorial application). By the doctrine known as compulsion, a firm that violates U.S. law abroad may be able to claim as a defense that it was forced to do so by the local government; such violations must, however, be compelled—that they are merely legal or accepted in the host country is not sufficient.

6.6.3. The reality of legal systems

Some legal systems, such as that of the U.S., are relatively "transparent"—that is, the law tends to be what its plain meaning would suggest. In some countries, however, there are laws on the books which are not enforced (e.g., although Japan has antitrust laws similar to those of the U.S., collusion is openly tolerated). Further, the amount of discretion left to government officials tends to vary. In Japan, through the doctrine of administrative guidance, great latitude is left to government officials, who effectively make up the laws.

One serious problem in some countries is a limited access to the legal systems as a means to redress grievances against other parties. While the U.S. may rely excessively on lawsuits, the inability to effectively hold contractual partners to their agreement tends to inhibit business deals. In many jurisdictions, pre-trial discovery is limited, making it difficult to make a case against a firm whose internal documents would reveal guilt. This is one reason why personal relationships in some cultures are considered more significant than in the U.S.—since enforcing contracts may be difficult, you must be sure in advance that you can trust the other party.

6.6.4. Legal systems of the World
There are four main approaches to law across the World, with some differences within each:

· Common law, the system in effect in the U.S., is based on a legal tradition of precedent. Each case that raises new issues is considered on its own merits, and then becomes a precedent for future decisions on that same issue. Although the legislature can override judicial decisions by changing the law or passing specific standards through legislation, reasonable court decisions tend to stand by default. 

· Code law, which is common in Europe, gives considerably shorter leeway to judges, who are charged with "matching" specific laws to situations—they cannot come up with innovative solutions when new issues such as patentability of biotechnology come up. There are also certain differences in standards. For example, in the U.S. a supplier whose factory is hit with a strike is expected to deliver on provisions of a contract, while in code law this responsibility may be nullified by such an "act of God." 

· Islamic law is based on the teachings of the Koran, which puts forward mandates such as a prohibition of usury, or excessive interest rates. This has led some Islamic countries to ban interest entirely; in others, it may be tolerated within reason. Islamic law is ultimately based on the need to please God, so "getting around" the law is generally not acceptable. Attorneys may be consulted about what might please God rather than what is an explicit requirements of the government. 

Socialist law is based on the premise that "the government is always right" and typically has not developed a sophisticated framework of contracts (you do what the governments tells you to do) or intellectual property protection (royalties are unwarranted since the government ultimately owns everything). Former communist countries such as those of Eastern Europe and Russia are trying to advance their legal systems to accommodate issues in a free market. 

6.6.5.  U.S. laws of particular interest to firms doing business abroad.
· Anti-trust. U.S. antitrust laws are generally enforced in U.S. courts even if the alleged transgression occurred outside U.S. jurisdiction. For example, if two Japanese firms collude to limit the World supply of VCRs, they may be sued by the U.S. government (or injured third parties) in U.S. courts, and may have their U.S. assets seized. 

· The Foreign Corrupt Influences Act came about as Congress was upset with U.S. firms’ bribery of foreign officials. Although most if not all countries ban the payment of bribes, such laws are widely flaunted in many countries, and it is often useful to pay a bribe to get foreign government officials to act favorably. Firms engaging in this behavior, even if it takes place entirely outside the U.S., can be prosecuted in U.S. courts, and many executives have served long prison sentences for giving in to temptation. In contrast, in the past some European firms could actually deduct the cost of foreign bribes from their taxes! There are some gray areas here—it may be legal to pay certain "tips" –known as "facilitating payments"—to low level government workers in some countries who rely on such payments as part of their salary so long as these payments are intended only to speed up actions that would be taken anyway. For example, it may be acceptable to give a reasonable (not large) facilitating payment to get customs workers to process a shipment faster, but it would not be legal to pay these individuals to change the classification of a product into one that carries a lower tariff. 

· Anti-boycott laws. Many Arab countries maintain a boycott of Israel, and foreigners that want to do business with them may be asked to join in this boycott by stopping any deals they do with Israel and certifying that they do not trade with that country. It is illegal for U.S. firms to make this certification even if they have not dropped any actual deals with Israel to get a deal with boycotters. 

· Trading With the Enemy. It is illegal for U.S. firms to trade with certain countries that are viewed to be hostile to the U.S.—e.g., Libya and Iraq. 

 

6.7. Segmentation, Targeting, and Positioning

6.7.1. The importance of STP
Segmentation is the cornerstone of marketing—almost all marketing efforts in some way relate to decisions on who to serve or how to implement positioning through the different parts of the marketing mix. For example, one’s distribution strategy should consider where one’s target market is most likely to buy the product, and a promotional strategy should consider the target’s media habits and which kinds of messages will be most persuasive. Although it is often tempting, when observing large markets, to try to be "all things to all people," this is a dangerous strategy because the firm may lose its distinctive appeal to its chosen segments.

In terms of the "big picture," members of a segment should generally be as similar as possible to each other on a relevant dimension (e.g., preference for quality vs. low price) and as different as possible from members of other segments. That is, members should respond in similar ways to various treatments (such as discounts or high service) so that common campaigns can be aimed at segment members, but in order to justify a different treatment of other segments, their members should have their own unique response behavior.

6.7.2. Approaches to global segmentation
There are two main approaches to global segmentation. At the macro level, countries are seen as segments, given that country aggregate characteristics and statistics tend to differ significantly. For example, there will only be a large market for expensive pharmaceuticals in countries with certain income levels, and entry opportunities into infant clothing will be significantly greater in countries with large and growing birthrates (in countries with smaller birthrates or stable to declining birthrates, entrenched competitors will fight hard to keep the market share).

There are, however, significant differences within countries. For example, although it was thought that the Italian market would demand "no frills" inexpensive washing machines while German consumers would insist on high quality, very reliable ones, it was found that more units of the inexpensive kind were sold in Germany than in Italy—although many German consumers fit the predicted profile, there were large segment differences within that country. At the micro level, where one looks at segments within countries. Two approaches exist, and their use often parallels the firm’s stage of international involvement. Intramarket segmentation involves segmenting each country’s markets from scratch—i.e., an American firm going into the Brazilian market would do research to segment Brazilian consumers without incorporating knowledge of U.S. buyers. In contrast, intermarket segmentation involves the detection of segments that exist across borders. Note that not all segments that exist in one country will exist in another and that the sizes of the segments may differ significantly. For example, there is a huge small car segment in Europe, while it is considerably smaller in the U.S.

Intermarket segmentation entails several benefits. The fact that products and promotional campaigns may be used across markets introduces economies of scale, and learning that has been acquired in one market may be used in another—e.g., a firm that has been serving a segment of premium quality cellular phone buyers in one country can put its experience to use in another country that features that same segment. (Even though segments may be similar across the cultures, it should be noted that it is still necessary to learn about the local market. For example, although a segment common across two countries may seek the same benefits, the cultures of each country may cause people to respond differently to the "hard sell" advertising that has been successful in one).

The international product life cycle suggests that product adoption and spread in some markets may lag significantly behind those of others. Often, then, a segment that has existed for some time in an "early adopter" country such as the U.S. or Japan will emerge after several years (or even decades) in a "late adopter" country such as Britain or most developing countries. (We will discuss this issue in more detail when we cover the product mix in the second half of the term).

6.7.3. Positioning across markets
Firms often have to make a tradeoff between adapting their products to the unique demands of a country market or gaining benefits of standardization such as cost savings and the maintenance of a consistent global brand image. There are no easy answers here. On the one hand, McDonald’s has spent a great deal of resources to promote its global image; on the other hand, significant accommodations are made to local tastes and preferences—for example, while serving alcohol in U.S. restaurants would go against the family image of the restaurant carefully nurtured over several decades, McDonald’s has accommodated this demand of European patrons.

 

6.8.  Entry Strategies

6.8.1. Methods of entry

With rare exceptions, products just don’t emerge in foreign markets overnight—a firm has to build up a market over time. Several strategies, which differ in aggressiveness, risk, and the amount of control that the firm is able to maintain, are available:

· Exporting is a relatively low risk strategy in which few investments are made in the new country. A drawback is that, because the firm makes few if any marketing investments in the new country, market share may be below potential. Further, the firm, by not operating in the country, learns less about the market (What do consumers really want? Which kinds of advertising campaigns are most successful? What are the most effective methods of distribution?) If an importer is willing to do a good job of marketing, this arrangement may represent a "win-win" situation, but it may be more difficult for the firm to enter on its own later if it decides that larger profits can be made within the country. 

· Licensing and franchising are also low exposure methods of entry—you allow someone else to use your trademarks and accumulated expertise. Your partner puts up the money and assumes the risk. Problems here involve the fact that you are training a potential competitor and that you have little control over how the business is operated. For example, American fast food restaurants have found that foreign franchisers often fail to maintain American standards of cleanliness. Similarly, a foreign manufacturer may use lower quality ingredients in manufacturing a brand based on premium contents in the home country. 

· Contract manufacturing involves having someone else manufacture products while you take on some of the marketing efforts yourself. This saves investment, but again you may be training a competitor. 

· Direct entry strategies, where the firm either acquires a firm or builds operations "from scratch" involve the highest exposure, but also the greatest opportunities for profits. The firm gains more knowledge about the local market and maintains greater control, but now has a huge investment. In some countries, the government may expropriate assets without compensation, so direct investment entails an additional risk. A variation involves a joint venture, where a local firm puts up some of the money and knowledge about the local market. 

 

7.   International contract negotations
Objective of the course and learning outcomes:


In the wake of increasing globalisation and international trade, the demands placed upon management to draft and negotiate sustainable contracts are greater than ever. This course addresses the needs for professional approaches in this context. Therefore, the objective of this course is to give adequate basic knowledge of critical aspects of the making and maintenance of international commercial agreements. It will train future managers responsible for such contracts in identifying relevant problem areas ahead of time and relate them to the strategic alternatives open to the firm. It will also deal with issues concerning international arbitrage.

Course structure include:
INTERNATIONAL CONTRACT ENVIRONMENT
• Cultural: the different law “families”- civil law – common law – China / Japan – Islam – communism.
• Legal: national rules – international rules (various types of conventions) – regional systems (EU- NAFTA - MERCOSUR) – worldwide system? (UN agencies, UNCITRAL, UNCTAD, WTO) – international customs and practice (ICC, INCOTERMS) – lex mercatoria.
• Judicial: conflicts of jurisdiction – limits of court powers - recognition and enforcement of foreign judgements
NEGOTIATION TECHNIQUES
• Definition of objectives
• Choice of strategy. 
• Adapted tactics and techniques.
PARTY AUTONOMY (freedom of choice in international contracts)
• Choice of law 
• Choice of jurisdiction
• Choice of alternative dispute resolution methods
PRIE-CONTRACTUAL PHASE
• Legal principles – pre-contractual liability
• Some doctrines – common law- German – French
• Pre-contractual documents
• Progressive drafts and final draft
DRAFTING PART I
• Form – various formal aspects and their importance
• Problems related to the use of standard forms
• Use of “side letters”
• Changes and amendments
DRAFTING PART II
• Substance
• Definitions
• Contractual “life” – conditions – duration – post-contract effects 
• Representations and warranties
• Financial clauses – terms of payment – guarantees – bonds – risk coverage
TRANSFER OF TECHNOLOGY
• Various types of technology
• Various modes of transfer
• Important legal issues of protection
• Specific contracting problems
DISPUTE RESOLUTION
• Contractual “accidents” – default – force majeure – hardship – damages
• Re-negotiation – contract adaptation
• Mediation – conciliation – “minitrial”
• Litigation in ordinary courts
• Arbitration
• Applicable law and procedure

8.   Human Resource Management 
Definition:
The management of people to achieve individual behaviour and performance that will enhance an organization's effectiveness. 

Human resource management (HRM) is the strategic and coherent approach to the management of an organization's most valued assets - the people working there who individually and collectively contribute to the achievement of the objectives of the business.[1] The terms "human resource management" and "human resources" (HR) have largely replaced the term "personnel management" as a description of the processes involved in managing people in organizations.[1] Human Resource management is evolving rapidly. Human resource management is both an academic theory and a business practice that addresses the theoretical and practical techniques of managing a workforce.

8.1.  Synonyms
Its synonyms include:

· Personnel administration

· Personnel management

· Manpower management

· Industrial management[2]

 HYPERLINK "http://en.wikipedia.org/wiki/Human_Resource_Management" \l "_note-1" \o "" [3]
But these traditional expressions are becoming less common for the theoretical discipline. Sometimes even industrial relations and employee relations are confusingly listed as synonyms,[4] although these normally refer to the relationship between management and workers and the behavior of workers in companies.

The theoretical discipline is based primarily on the assumption that employees are individuals with varying goals and needs, and as such should not be thought of as basic business resources, such as trucks and filing cabinets. The field takes a positive view of workers, assuming that virtually all wish to contribute to the enterprise productively, and that the main obstacles to their endeavors are lack of knowledge, insufficient training, and failures of process.

HRM is seen by practitioners in the field as a more innovative view of workplace management than the traditional approach. Its techniques force the managers of an enterprise to express their goals with specificity so that they can be understood and undertaken by the workforce, and to provide the resources needed for them to successfully accomplish their assignments. As such, HRM techniques, when properly practiced, are expressive of the goals and operating practices of the enterprise overall. HRM is also seen by many to have a key role in risk reduction within organistions.[5]
Synonyms such as personnel management are often used in a more restricted sense to describe activities that are necessary in the recruiting of a workforce, providing its members with payroll and benefits, and administrating their work-life needs.

8.2.  Academic theory
The goal of human resource management is to help an organization to meet strategic goals by attracting, and maintaining employees and also to manage them effectively. The basic premise of the academic theory of HRM is that humans are not machines, therefore we need to have an interdisciplinary examination of people in the workplace. Fields such as psychology, industrial engineering, industrial and organizational psychology, industrial relations, sociology, and critical theories: postmodernism, post-structuralism play a major role. Many colleges and universities offer bachelor and master degrees in Human Resources Management.

One widely used scheme to describe the role of HRM, developed by Dave Ulrich, defines 4 fields for the HRM function:[6]
· Strategic business partner

· Change agent
· Employee champion

· Administration

However, many HR functions these days struggle to get beyond the roles of administration and employee champion, and are seen rather as reactive than strategically proactive partners for the top management. In addition, HR organizations also have the difficulty in proving how their activities and processes add value to the company. Only in the recent years HR scholars and HR professionals are focusing to develop models that can measure if HR adds value.[7]
8.2.1.  Critical Academic Theory
Postmodernism plays an important part in Academic Theory and particularly in Critical Theory. Indeed Karen Legge in 'Human Resource Management: Rhetorics and Realities' posses the debate of whether HRM is a modernist project or a postmodern discourse (Legge 2004)? In many ways, critically or not, many writers contend that HRM itself is a movement away from the modernist traditions of personnel (man as machine) towards a postmodernist view of HRM man as individuals. Critiques include the notion that because 'Human' is the subject we should recognise that people are complex and that it is only through various discourses that we understand the world. Man is not Machine, no matter what attempts are made to change it i.e. Fordism / Taylorism, McDonaldisation (Modernism).

Critical Theory also questions whether HRM is the pursuit of "attitudinal shaping" (Wilkinson 1998), particularly when considering empowerment, or perhaps more precisely pseudo-empowerment - as the critical perspective notes.

8.3.  Business practice
Human resources management comprises several processes. Together they are supposed to achieve the above mentioned goal. These processes can be performed in an HR department, but some tasks can also be outsourced or performed by line-managers or other departments.

· Workforce planning
· Recruitment (sometimes separated into attraction and selection)

· Induction and Orientation
· Skills management
· Training and development
· Personnel administration

· Compensation in wage or salary
· Time management
· Travel management (sometimes assigned to accounting rather than HRM)

· Payroll (sometimes assigned to accounting rather than HRM)

· Employee benefits administration

· Personnel cost planning

· Performance appraisal
8.4.  Careers
The sort of careers available in HRM are varied. There are generalist HRM jobs such as human resource assistant. There are careers involved with employment, recruitment and placement and these are usually conducted by interviewers, EEO (Equal Opportunity Employment) specialists or college recruiters. Training and development specialism is often conducted by trainers and orientation specialists. Compensation and benefits tasks are handled by compensation analysts, salary administrators, and benefits administrators.

8.5.  Professional organizations
Professional organizations in HRM include the Society for Human Resource Management, the Chartered Institute of Personnel and Development (CIPD), the International Public Management Association for HR (IPMA-HR) and the International Personnel Management Association of Canada (IPMA-Canada).
8.6. See also on the web    Human resources
8.7.      References (no the end of book)

9. Change management
9.A  The term change management can refer to:

· Change management (engineering), a process in systems engineering:

9.A.1.  Change management (engineering)
This article is about change management in systems engineering. For other uses, see Change management.

The change management process in systems engineering is the process of requesting, determining attainability, planning, implementing and evaluation of changes to a system. It has two main goals : supporting the processing of changes – which is mainly discussed here – and enabling traceability of changes, which should be possible through proper execution of the process described here.[1]
9.1.  Introduction
There is considerable overlap and confusion between change management, change control and configuration management. The definition below does not yet integrate these.

Change management is an important process, because it can deliver vast benefits (by improving the system and thereby satisfying customer needs), but also enormous problems (by ruining the system and/or mixing up the change administration). Furthermore, at least for the Information Technology domain, more funds and work are put into system maintenance (which involves change management) than to the initial creation of a system.[2] Typical investment by organizations during initial implementation of large ERP systems is 15-20% of overall budget. In the same vein, Hinley [3] describes two of Lehman’s laws of software evolution: the law of continuing change (i.e. systems that are used must change or automatically become less useful) and the law of increasing complexity (i.e. through changes the structure of a system becomes ever more complex and more resources are needed to simplify it).

The field of manufacturing is nowadays also confronted with many changes due to increasing and worldwide competition, technological advances and demanding customers.[4] Therefore, (efficient and effective) change management is also of great importance in this area.It is not unthinkable that the above statements are true for other domains as well, because usually, systems tend to change and evolve as they are used. Below, a generic change management process and its deliverables are discussed, followed by some examples of instances of this process. Notes: In the process below, it is arguable that the change committee should be responsible not only for accept/reject decisions, but also prioritisation, which influences how change requests are batched for processing.
9.2.  The process and its deliverables
For the description of the change management process, the meta-modeling technique is used. Figure 1 depicts the process-data diagram, which is explained in this section.





9.2.1.   Activities
There are six main activities, which jointly form the change management process. They are: Identify potential change, Analyze change request, Evaluate change, Plan change, Implement change and Review and close change. These activities are executed by four different roles, which are discussed in Table 1. The activities (or their sub-activities, if applicable) themselves are described in Table 2.

	Table 1: Role descriptions for the change management process

	Role
	Description

	Customer
	The customer is the role that requests a change due to problems encountered or new functionality requirements; this can be a person or an organizational entity and can be in- or external to the company that is asked to implement the change.

	Project manager
	The project manager is the owner of the project that the CHANGE REQUEST concerns. In some cases there is a distinct change manager, who in that case takes on this role.

	Change committee
	The change committee decides whether a CHANGE REQUEST will be implemented or not. Sometimes this task is performed by the project manager as well.

	Change builder
	The change builder is the person who plans and implements the change; it could be argued that the planning component is (partially) taken on by the project manager.


	Table 2: Activity descriptions for the change management process

	Activity
	Sub-activity
	Description

	Identify potential change
	Require new functionality[5]
	A customer desires new functionality and formulates a REQUIREMENT.

	
	Encounter problem[5]
	A customer encounters a problem (e.g. a bug) in the system and this leads to a PROBLEM REPORT.

	
	Request change
	A customer proposes a change through creation of a CHANGE REQUEST.

	Analyze change request
	Determine technical feasibility
	The project manager determines the technical feasibility of the proposed CHANGE REQUEST, leading to a CHANGE TECHNICAL FEASIBILITY.

	
	Determine costs and benefits
	The project manager determines the costs and benefits of the proposed CHANGE REQUEST, resulting in CHANGE COSTS AND BENEFITS. This and the above sub-activity can be done in any order and they are independent of each other, hence the modeling as unordered activities.

	Evaluate change
	
	Based on the CHANGE REQUEST, its CHANGE TECHNICAL FEASIBILITY and CHANGE COSTS AND BENEFITS, the change committee makes the go/no-go decision. This is modeled as a separate activity because it is an important process step and has another role performing it. It is modeled as a sub-activity (without any activity containing it) as recommended by Remko Helms (personal communication).

	Plan change
	Analyze change impact
	The extent of the change (i.e. what other items the change effects) is determined in a CHANGE IMPACT ANALYSIS. It could be argued that this activity leads to another go/no-go decision, or that it even forms a part of the Analyze change request activity. It is modeled here as a planning task for the change builder because of its relationship with the activity Propagate change.

	
	Create planning
	A CHANGE PLANNING is created for the implementation of the change. Some process descriptions (e.g. Mäkäräinen, 2000) illustrate that is also possible to ‘save’ changes and process them later in a batch. This activity could be viewed as a good point to do this.

	Implement change
	Execute change
	The change is ‘programmed’; this activity has a strong relationship with Propagate change, because sometimes the change has to be adapted to other parts of the system (or even other systems) as well.

	
	Propagate change
	The changes resulting from Execute change have to be propagated to other system parts that are influenced by it. Because this and the above sub-activity are highly dependent on each other, they have been modeled as concurrent activities.

	
	Test change
	The change builder tests whether what (s)he has built actually works and satisfies the CHANGE REQUEST. As depicted in the diagram, this can result in an iterative process together with the above two sub-activities.

	
	Update documentation
	The DOCUMENTATION is updated to reflect the applied changes.

	
	Release change
	A new SYSTEM RELEASE, which reflects the applied change, is made public.

	Review and close change
	Verify change
	The implementation of the change in the new SYSTEM RELEASE is verified for the last time, now by the project manager. Maybe this has to happen before the release, but due to conflicting literature sources and diagram complexity considerations it was chosen to model it this way and include this issue.

	
	Close change
	This change cycle is completed, i.e. the CHANGE LOG ENTRY is wrapped up.


9.2.2.   Deliverables
Besides activities, the process-data diagram (Figure 1) also shows the deliverables of each activity, i.e. the data. These deliverables or concepts are described in Table 3; in this context, the most important concepts are: CHANGE REQUEST and CHANGE LOG ENTRY.

A few concepts are defined by the author (i.e. lack a reference), because either no (good) definitions could be found, or they are the obvious result of an activity. These concepts are marked with an asterisk (‘*’). Properties of concepts have been left out of the model, because most of them are trivial and the diagram could otherwise quickly become too complex. Furthermore, some concepts (e.g. CHANGE REQUEST, SYSTEM RELEASE) lend themselves for the versioning approach as proposed by Weerd [6], but this has also been left out due to diagram complexity constraints.

	Table 3: Concept descriptions for the change management process

	Concept
	Description

	REQUIREMENT
	A required functionality of a component (or item; NASA, 2005).

	PROBLEM REPORT
	Document describing a problem that cannot be solved by a level 1 help desk employee; contains items like date, contact info of person reporting the problem, what is causing the problem, location and description of the problem, action taken and disposition, but this is not depicted in the diagram (Dennis, et al., 2002).

	CHANGE REQUEST
	Document that describes the requested change and why it is important; can originate from PROBLEM REPORTS, system enhancements, other projects, changes in underlying systems and senior management, here summarized as REQUIREMENTS (Dennis, et al., 2002). Important attribute: ‘go/no-go decision’, i.e. is the change going to be executed or not?

	CHANGE LOG ENTRY*
	Distinct entry in the collection of all changes (e.g. for a project); consists of a CHANGE REQUEST, CHANGE TECHNICAL FEASIBILITY, CHANGE COSTS AND BENEFITS, CHANGE IMPACT ANALYSIS, CHANGE PLANNING, TEST REPORT and CHANGE VERIFICATION. Not all these have to be included if the process is terminated earlier (i.e. if the change is not implemented).

	CHANGE TECHNICAL FEASIBILITY
	Concept that indicates whether or not “reliable hardware and software, technical resources capable of meeting the needs of a proposed system [i.e. change request] can be acquired or developed by an organization in the required time” (Vogl, 2004).

	CHANGE COSTS AND BENEFITS
	The expected effort required to implement and the advantages (e.g. cost savings, increased revenue) gained by implementing the change. Also named economic feasibility (Vogl, 2004).

	CHANGE IMPACT ANALYSIS
	An assessment of the extent of the change (Rajlich, 1999).

	CHANGE PLANNING
	“A scheme, method or design for the attainment of some objective or to achieve something [i.e. the change]” (Georgetown University, n.d.), in this case the change.

	ITEM
	“A non-specific term used to denote any product, including systems, subsystems, assemblies, subassemblies, units, sets, accessories, computer programs, computer software or parts” (Rigby, 2003); has (overlapping) subtypes ADDED ITEM and CHANGED ITEM.

	ADDED ITEM*
	Self-explanatory: a newly created ITEM; subtype of ITEM.

	CHANGED ITEM*
	Self-explanatory: an ITEM that already existed, but has been altered; subtype of ITEM.

	TEST REPORT
	“A document that describes the conduct and results of the testing carried out for a system or component [affected by the change]” (IEEE, 1991).

	DOCUMENTATION
	According to the Pennsylvania State University Libraries (2004) definition, DOCUMENTATION is “[p]rinted material which accompanies other materials (usually non-book), and which explains, gives instructions for use, or otherwise functions as a guide to the major materials.” In this context, it can also be digital materials or even training, as long as it relates to (pieces of) the system.

	SYSTEM RELEASE
	“[M]erchandise issued for sale or public showing” (Princeton University, 2003). Consists of one or more ITEMS and the accompanying DOCUMENTATION.

	CHANGE VERIFICATION
	A determination of whether or not the result of the change implementation fulfills the requirements established earlier (Rigby, 2003).


Besides just ‘changes’, one can also distinguish deviations and waivers.[7] A deviation is an authorization (or a request for it) to depart from a requirement of an item, prior to the creation of it. A waiver is essentially the same, but than during or after creation of the item. These two approaches can be viewed as minimalistic change management (i.e. no real solution to the problem at hand).

9.2.3.  Examples
A good example of the change management process in action can be found in software development. Often users report bugs or desire new functionality from their software programs, which leads to a change request. The product software company then looks into the technical and economical feasibility of implementing this change and consequently it decides whether the change will actually be realized. If that indeed is the case, the change has to be planned, for example through the usage of function points. The actual execution of the change leads to the creation and/or alteration of software code and when this change is propagated it probably causes other code fragments to change as well. After the initial test results seem satisfactory, the documentation can be brought up to date and be released, together with the software. Finally, the project manager verifies the change and closes this entry in the change log.






Another typical area for change management in the way it is treated here, is the manufacturing domain. Take for instance the design and production of a car. If for example the vehicle’s air bags are found to automatically fill with air after driving long distances, this will without a doubt lead to customer complaints (or hopefully problem reports during the testing phase). In turn, these produce a change request (see Figure 2 on the right), which will probably justify a change. Nevertheless, a – most likely simplistic – cost and benefit analysis has to be done, after which the change request can be approved. Following an analysis of the impact on the car design and production schedules, the planning for the implementation of the change can be created. According to this planning, the change can actually be realized, after which the new version of the car is hopefully thoroughly tested before it is released to the market.

9.3.  Change management in industrial plants
Since complex processes can be very sensitive to even small changes, proper management of change to industrial facilities and processes is recognized as critical to safety. In the US, OSHA has regulations that govern how changes are to be made and documented. The main requirement is that a thorough review of a proposed change be performed by a multi-disciplinary team to ensure that as many possible viewpoints are used as possible to minimize the chances of missing a hazard. In this context, change management is known as Management of Change, or MOC. It is just one of many components of Process Safety Management, section 1910.119(l).1

9.4.  See also
· Change management
· PRINCE2
· ITIL
· Versioning
· Release Management
· Software life cycle
· Systems engineering
· Change management auditing
· Change management analyst
· Change control
9.5. and  9.6.   References (on the end of book)

10. Group dynamics
Group dynamics is the study of groups, and also a general term for group processes. In psychology and sociology, a group is two or more individuals who are connected to each other by social relationships.[1] Because they interact and influence each other, groups develop a number of dynamic processes that separate them from a random collection of individuals. These processes include norms, roles, relations, development, need to belong, social influence, and effects on behavior. The field of group dynamics is primarily concerned with small group behavior. Groups may be classified as aggregate, primary, secondary and category groups.

10.1.  Key theorists
Gustave Le Bon was a French social psychologist whose seminal study, The Crowd: A Study of the Popular Mind (1896) led to the development of group psychology.

Sigmund Freud's Group Psychology and the Analysis of the Ego, (1922) based on a critique of Le Bon's work, led to further development in theories of group behavior in the latter half of the twentieth century.

Kurt Lewin (1943, 1948, 1951) is commonly identified as the founder of the movement to study groups scientifically. He coined the term group dynamics to describe the way groups and individuals act and react to changing circumstances.

William Schutz (1958, 1966) looked at interpersonal relations from the perspective of three dimensions: inclusion, control, and affection. This became the basis for a theory of group behavior that see groups as resolving issues in each of these stages in order to be able to develop to the next stage. Conversely, a group may also devolve to an earlier stage if unable to resolve outstanding issues in a particular stage.

Wilfred Bion (1961) studied group dynamics from a psychoanalytic perspective, and stated that he was much influenced by Wilfred Trotter whom he worked for at University College Hospital London, as did another key figure in the Psychoanalytic movement, Ernest Jones. Many of Bion's findings were reported in his published books, especially Experiences in Groups. The Tavistock Institute has further developed and applied the theory and practices developed by Bion.

Bruce Tuckman (1965) proposed the 4-stage model called Tuckman's Stages for a group. Tuckman's model states that the ideal group decision-making process should occur in four stages:

· Forming (pretending to get on or get along with others);

· Storming (letting down the politeness barrier and trying to get down to the issues even if tempers flare up );

· Norming (getting used to each other and developing trust and productivity);

· Performing (working in a group to a common goal on a highly efficient and cooperative basis).

Tuckman later added a fifth stage for the dissolution of a group called adjourning. (Adjourning may also be referred to as mourning, i.e. mourning the adjournment of the group). It should be noted that this model refers to the overall pattern of the group, but of course individuals within a group work in different ways. If distrust persists, a group may never even get to the norming stage.

Tuckman's stages of group development are similar to those developed by M. Scott Peck for larger-scale groups.[2] Peck describes the stages of a community as:

· Pseudo-community
· Chaos
· Emptiness
· True Community
Communities may be distinguished from other types of groups, in Peck's view, by the need for members to eliminate barriers to communication in order to be able to form true community. Examples of common barriers are: expectations and preconceptions; prejudices; ideology, counterproductive norms, theology and solutions; the need to heal, convert, fix or solve and the need to control. A community is born when its members reach a stage of "emptiness" or peace.

10.2.  Application
Group dynamics form a basis for group therapy, often with therapeutic approaches that are often formed of groups such as family therapy and the expressive therapies. Politicians and salesmen may make use their knowledge of the principles of group dynamics to aid their cause. Increasingly, group dynamics are becoming of particular interest because of online, social interaction made possible by the internet.

10.3.  See also on the web
· Cog's Ladder
· Collaboration
· Collaborative method
· Crowd psychology
· Facilitator
· Forming-storming-norming-performing
· Group-dynamic games
· Group selection
· Group (sociology)
· Groupthink
· Group process
· Interpersonal relationships
· Small-group communication
· Talking circle
· Counterproductive norms
10.4.  Notes
1. ^ Forsyth, D.R. (2006) Group Dynamics
2. ^ Peck, M. S. (1987) The Different Drum: Community-Making and Peace.p. 95-103.
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10.6.  External links
· Theory of Group Relations
· Group Dynamics, Processes & Development
11. Quantitive Methods Management  Decisions

1. Customer Relationship Management (CRM) RFP Template (FREE sample)
Description: A Customer Relationship Management (CRM) system model embeds modules like Business-to-Business (B2B) CRM, Marketing Automation, Sales Force Automation, Customer Service and Support, Partner Management, Contract Management and Creation, Project and Team Management, Business-to-Consumer (B2C) CRM, Internet Sales, E-Mail Response Management, B2C Analytics and Business Intelligence, ther CRM-Related Application Areas, E-mail marketing, Customer reference, Commission management, Field service, Relationship capital management, Survey software, Sales proposal software, Product and price configuration, Web conferencing, Mobile computing, Channel management, Retail solutions, Technical Functionality and Support, Business Functionality, Technical Functionality, and Ongoing CRM Solution Support

Abstract: Business-to-Business (B2B) CRM. The Business-to-Business (B2B) CRM enables organizations to manage the whole customer/partner lifecycle and rapidly establish a selling channel, whether merely conventional or online through web-based applications (E-Sales)It encompasses modules from marketing automation to project execution, and contract management.. Marketing Automation. Marketing automation crea
 

2. Supply Chain Management (SCM) RFP Template (FREE sample)
Description: A Supply Chain Management (SCM) model embeds modules like Demand Management, Supplier Relationship Management (SRM), Product Technology, Supply Chain Optimization, Warehouse Management System (WMS), Production and Supply Planning, Service Parts Planning, Transportation Management System (TMS), International Trade Logistics (ITL), Order Management, and Supply Chain Event Management

Abstract: scm, supply chain management, demand management, supplier relationship management (srm) product technology, supply chain optimization, warehouse management system (wms) production and supply planning, service parts planning, transportation management system (tms) international trade logistics (itl) order management, and supply chain event management. Demand Management. Promotion Planning. 
 

3. Compare ERP
Description: Compare ERP software: Discover the 8 key modules to base your selection on and tools you must use in order to save up to 85% of time and money you'd spend gathering information on your own. Beyond mere requests for proposals (RFP) templates, get every criteria already responded to by ERP software vendors, available to you right now in an Excel spreadsheet. So no need to chase vendors down, wait days, weeks, or months for their reply to compare ERP software. How to compare ERP software systems. Find your best-fit ERP software.

Abstract: Compare ERP. Also known as: compare ERP software, compare ERP systems, compare ERP solutions, compare ERP enterprise software, compare ERP system, compare ERP softwares, compare ERP software solutions, compare ERP software systems, compare ERP vendors,compare ERP software companies, compare ERP software solution, compare ERP software packages, compare ERP software vendors, c
 

4. Product Lifecycle Management (PLM) RFP Template (FREE sample)
Description: A Product Lifecycle Management (PLM) model embeds modules like Core PLM for Discrete Industries, Core PLM for Process Industries, Product Development and Portfolio Management, Manufacturing Process Management (MPM), Ideation and Requirements Management, Service Data Management, Regulatory and Compliance, and Application Technology

Abstract: plm, product lifecycle management, core plm for discrete industries, core plm for process industries, product development and portfolio management, manufacturing process management (mpm) ideation and requirements management, service data management, regulatory and compliance, application technology. Core PLM for Discrete Industries. Engineering Change Management. Engineering Change Definition.

5. Decision Making Methods MCDM MCDA in The News
Description: Learn tips on how to write professional Request for Proposal (RFP) letters. FREE Templates and Samples of RFP cover letter, intent, rejection letter, disqualification, decline proposal, protest against unfair contract award

Abstract: rfp cover, letter of intent, disqualification, to decline a proposal, rejection letter, rejected, disqualified, declined, rfp response letters, protest, request for proposal, evaluation, comparison, and selection process, request for information, rfi, requests for quote, rfq, invitation to bid, itb, invitation to tender, itt. Decision-making methods (MCDM, MCDA) in the news. 
6. Enterprise Asset Management (CMMS EAM) RFP Template 

Description: An Enterprise Asset Management (CMMS/EAM) model embeds modules like General CMMS Functionality, Maintenance Management, Integration, Human Resources, Financials, Purchasing Management, Inventory Management, and Product Technology

Abstract: cmms/eam, cmms, eam, eam/cmms, enterprise asset management, computerized maintenance management system, general cmms functionality, maintenance management, integration, human resources, financials, purchasing management, inventory management, product technology. General CMMS Functionality. Enterprise-Level Standards. Import/Export. Descriptions and boilerplate. Dictionary.

7. Solicitation and Selection Methods
Description: Solicitation and Selection methods: micro-purchase, small purchase, formal competitive procurement (sealed bids, RFP), non-competitive (sole source).

Abstract: Solicitation and Selection Methods. Also known as: procurement methods, RFP handling, purchase methods, competitive proposals contracting, or competitive negotiated acquisition.Depending on the amount involved in the procurement of new goods, products, or services, you may choose the option best matching your needs amongst the following solicitation and selection methods:


8. Business Process Management (BPM) RFP Template (FREE sample)
Description: A Business Process Management (BPM) model embeds modules like Process Modeling, Security Management, Process Collaboration, Form Management, Workflow Portal, Monitoring and Management, Process Analytics, Product Technology and Support

Abstract: bpm, business process management, process modeling, security management, process collaboration, form management, workflow portal, monitoring and management, process analytics, product technology and support. Process Modeling. Due Dates. Graphical Designer. Workflows can be graphically designed. Top-level status diagram (for business users). Detailed technical diagram (for implementers). 

9. Discrete Enterprise Resource Planning (Discrete ERP) RFP Template (FREE sample)
Description: A typical Discrete Enterprise Resource Planning (Discrete ERP) system model embeds 8 modules: financials, human resources, discrete manufacturing management, inventory management, purchasing management, quality management, sales management, and product technology

Abstract: compare erp discrete,compare erp software,compare erp systems,discrete erp, discrete enterprise resource planning, financials, human resources, discrete manufacturing management, inventory management, purchasing management, quality management, sales management, product technology. Financials. This encompasses modules for bookkeeping and making sure the accounts are paid or received on time.. 
 

10. Process and Discrete Enterprise Resource Planning (Process and Discrete Erp) RFP Template (FREE sample)


Description: A typical Enterprise Resource Planning (ERP) system model (for both Process and Discrete production methods) embeds 8 modules: financials, human resources, process and discrete manufacturing management, inventory management, purchasing management, quality management, sales management, and product technology.

Abstract: Financials. This encompasses modules for bookkeeping and making sure the accounts are paid or received on time.. General Ledger. General ledger keeps centralized charts of accounts and corporate financial balances. It supports all aspects of the business accounting process. In this module, financial accounting transactions are posted, processed, summarized, and reported. 
 

Related searches to 
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12. Operations management
Operations management is an area of business that is concerned with the production of goods and services, and involves the responsibility of ensuring that business operations are efficient and effective. It is also the management of resources, the distribution of goods and services to customers, and the analysis of queue systems.

APICS The Association for Operations Management also defines operations management as "the field of study that focuses on the effective planning, scheduling, use, and control of a manufacturing or service organization through the study of concepts from design engineering, industrial engineering, management information systems, quality management, production management, inventory management, accounting, and other functions as they affect the organization" (APICS Dictionary, 11th edition).

Operations also refers to the production of goods and services, the set of value-added activities that transform inputs into many outputs.[1] Fundamentally, these value-adding creative activities should be aligned with market opportunity (see Marketing) for optimal enterprise performance.

12.1. Origins
The origins of Operations Management can be traced back to the Industrial Revolution, the same as Scientific Management and Operations Research. Adam Smith treats the topic of the division of labor when opening his 1776 masterpiece: An Inquiry into the Nature and Causes of the Wealth of Nations also commonly known as The Wealth of Nations. The first documented effort to solve operation management issues comes from Eli Withney back in 1798, leading to the birth of the American System of Manufacturers (ASM) by the mid-1800s. It was not until the late 1950's that the scholars noted the importance of vieweing production operations as systems.[2] [3]

Historically, the body of knowledge stemming from industrial engineering formed the basis of the first MBA programs, and is central to operations management as used across diverse business sectors, industry, consulting and non-profit organizations.

12.2.  Operations Management Planning Criteria
· Control by creating and maintaining a positive flow of work by utilizing what resources and facilities are available

· Lead by developing and cascading the organizations strategy/mission statement to all staff

· Organize resources such as facilities and employees so as to ensure effective production of goods and services

· Plan by prioritizing customer, employee and organizational requirements

· Maintaining and monitoring staffing, levels,Knowledge-Skill-Attitude (KSA), expectations and motivation to fulfill organizational requirements

· Performance Measures for the measurement of performance and consideration of efficiency versus effectiveness[4]
12.3.  Organizations
The following organizations support and promote operations management

· Institute for Operations Research and the Management Sciences (INFORMS)

· Production and Operations Management Society (POMS) [1]
· The Association for Operations Management (APICS)

· Institute of Operations Management [2]
· Chartered Management Institute
· European Operations Management Association (EurOMA) [3], which supports the International Journal of Operations & Production Management
12.4.  Academic resources
· International Journal of Services and Operations Management, ISSN: 1744-2370, Inderscience

12.5.  See also on the Web:
	· APICS
· Business process reengineering
· Contingency planning
· Capacity planning
· Chartered Management Institute
· Distribution (business)
· Enterprise Decision Management
· Industrial engineering
· International Journal of Operations & Production Management
· Inventory management
	· Just In Time Production Systems

· Lean manufacturing
· Linear programming formulations

· List of project management topics
· Logistics
· Master of Information and Operations Management
· Operational Intelligence
· Operational performance management
· Operational risk management
· Process management
· Project management
· Line Balancing
	· Quality management
· Resource management
· Schedule (project management)
· Service management
· Supply chain management
· Systems thinking
· Total quality management
· Transportation management system
· Yield management


12.6. References on the end of book

12.7.  External links
· Institute of operations management Portal
· Production Scheduling and Planning Portal
· Advanced-Planning Systems Problem Structures, Advanced-Planning-Software.

· Chartered Management Institute
13. Project management

Project management is the discipline of organizing and managing resources (e.g. people) in such a way that the project is completed within defined scope, quality, time and cost constraints. A project is a temporary and one-time endeavor undertaken to create a unique product or service, which brings about beneficial change or added value. This property of being a temporary and one-time undertaking contrasts with processes, or operations, which are permanent or semi-permanent ongoing functional work to create the same product or service over and over again. The management of these two systems is often very different and requires varying technical skills and philosophy, hence requiring the development of project managements.

The first challenge of project management is to make sure that a project is delivered within defined constraints. The second, more ambitious challenge is the optimized allocation and integration of inputs needed to meet pre-defined objectives. A project is a carefully defined set of activities that use resources (money, people, materials, energy, space, provisions, communication, etc.) to meet the pre-defined objectives.

13.1. History of project management
As a discipline, project management developed from different fields of application including construction, engineering, and defense. In the United States, the forefather of project management is Henry Gantt, called the father of planning and control techniques, who is famously known for his use of the "Gantt" chart as a project management tool, for being an associate of Frederick Winslow Taylor's theories of scientific management[1], and for his study of the work and management of Navy ship building. His work is the forerunner to many modern project management tools including the work breakdown structure (WBS) and resource allocation.

The 1950s marked the beginning of the modern project management era. Again, in the United States, prior to the 1950s, projects were managed on an ad hoc basis using mostly Gantt Charts, and informal techniques and tools. At that time, two mathematical project scheduling models were developed: (1) the "Program Evaluation and Review Technique" or PERT, developed by Booz-Allen & Hamilton as part of the United States Navy's (in conjunction with the Lockheed Corporation) Polaris missile submarine program[2]; and (2) the "Critical Path Method" (CPM) developed in a joint venture by both DuPont Corporation and Remington Rand Corporation for managing plant maintenance projects. These mathematical techniques quickly spread into many private enterprises.

At the same time, technology for project cost estimating, cost management, and engineering economics was evolving, with pioneering work by Hans Lang and others. In 1956, the American Association of Cost Engineers (now AACE International; the Association for the Advancement of Cost Engineering) was formed by early practitioners of project management and the associated specialties of planning and scheduling, cost estimating, and cost/schedule control (project control). AACE has continued its pioneering work and in 2006 released the first ever integrated process for portfolio, program and project management(Total Cost Management Framework).

In 1969, the Project Management Institute (PMI) was formed to serve the interest of the project management industry. The premise of PMI is that the tools and techniques of project management are common even among the widespread application of projects from the software industry to the construction industry. In 1981, the PMI Board of Directors authorized the development of what has become A Guide to the Project Management Body of Knowledge (PMBOK Guide), containing the standards and guidelines of practice that are widely used throughout the profession. The International Project Management Association (IPMA), founded in Europe in 1967, has undergone a similar development and instituted the IPMA Competence Baseline (ICB). The focus of the ICB also begins with knowledge as a foundation, and adds considerations about relevant experience, interpersonal skills, and competence. Both organizations are now participating in the development of a ISO project management standard.

13.2  Definitions
· PMBOK (Project Management Body of Knowledge as defined by the Project Management Institute - PMI):"Project management is the application of knowledge, skills, tools and techniques to project activities to meet project requirements."[3]
· PRINCE2 project management methodology: "The planning, monitoring and control of all aspects of the project and the motivation of all those involved in it to achieve the project objectives on time and to the specified cost, quality and performance."[4]
· PROJECT: A temporary piece of work with a finite end date undertaken to create a unique product or service. Projects bring form or function to ideas or needs.

· DIN 69901 (Deutsches Institut für Normung - German Organization for Standardization): "Project management is the complete set of tasks, techniques, tools applied during project execution"

13.3  Job description
Project management is quite often the province and responsibility of an individual project manager. This individual seldom participates directly in the activities that produce the end result, but rather strives to maintain the progress and productive mutual interaction of various parties in such a way that overall risk of failure is reduced.

A project manager is often a client representative and has to determine and implement the exact needs of the client, based on knowledge of the firm he/she is representing. The ability to adapt to the various internal procedures of the contracting party, and to form close links with the nominated representatives, is essential in ensuring that the key issues of cost, time, quality, and above all, client satisfaction, can be realized.

In whatever field, a successful project manager must be able to envision the entire project from start to finish and to have the ability to ensure that this vision is realized.

Any type of product or service —buildings, vehicles, electronics, computer software, financial services, etc.— may have its implementation overseen by a project manager and its operations by a product manager.

13.4  The traditional triple constraints
Like any human undertaking, projects need to be performed and delivered under certain constraints. Traditionally, these constraints have been listed as scope, time, and cost[citation needed]. These are also referred to as the Project Management Triangle, where each side represents a constraint. One side of the triangle cannot be changed without impacting the others. A further refinement of the constraints separates product 'quality' or 'performance' from scope, and turns quality into a fourth constraint.

· The diagram shown here, often a project management triangle focuses on the trade-off between time, cost, and quality (see also Project triangle where these aspects are called fast, cheap, and good). The deviation claimed to be traditional (without citation) bears the significant difference that quality as a combination of other aspects is at best something like "process quality", and certainly not product quality. Thus this diagram represents a biased (and often inappropriate) view of what quality is, from the perspective of self-assessment of project managers, who are in many company cultures often perceived as pursuing more their own career than actual product or project qualities. For this reason this section should be generally revised by an unbiased expert.





The Project Management Triangle

The time constraint refers to the amount of time available to complete a project. The cost constraint refers to the budgeted amount available for the project. The scope constraint refers to what must be done to produce the project's end result. These three constraints are often competing constraints: increased scope typically means increased time and increased cost, a tight time constraint could mean increased costs and reduced scope, and a tight budget could mean increased time and reduced scope.

The discipline of project management is about providing the tools and techniques that enable the project team (not just the project manager) to organize their work to meet these constraints.

Another approach to project management is to consider the three constraints as finance, time and human resources. If you need to finish a job in a shorter time, you can throw more people at the problem, which in turn will raise the cost of the project, unless by doing this task quicker we will reduce costs elsewhere in the project by an equal amount.

13.4.1  Time
For analytical purposes, the time required to produce a deliverable is estimated using several techniques. One method is to identify tasks needed to produce the deliverables documented in a work breakdown structure or WBS. The work effort for each task is estimated and those estimates are rolled up into the final deliverable estimate.

The tasks are also prioritized, dependencies between tasks are identified, and this information is documented in a project schedule. The dependencies between the tasks can affect the length of the overall project (dependency constrained), as can the availability of resources (resource constrained). Project Managers will often make a call to double down to prevent a project from breaking deadlines in the final stages of the implementation phase. Time is not considered a cost nor a resource since the project manager cannot control the rate at which it is expended. This makes it different from all other resources and cost categories. It should be remembered that no effort expended will have any higher quality than that of the effort- expenders.

13.4.2  Cost
Cost to develop a project depends on several variables including (chiefly): resource quantities, labor rates, material rates, risk management (i.e.cost contingency), Earned value management, plant (buildings, machines, etc.), equipment, cost escalation, indirect costs, and profit.

13.4.3  Scope
Requirements specified for the end result. The overall definition of what the project is supposed to accomplish, and a specific description of what the end result should be or accomplish. A major component of scope is the quality of the final product. The amount of time put into individual tasks determines the overall quality of the project. Some tasks may require a given amount of time to complete adequately, but given more time could be completed exceptionally. Over the course of a large project, quality can have a significant impact on time and cost (or vice versa).

Together, these three constraints have given rise to the phrase "On Time, On Spec, On Budget". In this case, the term "scope" is substituted with "spec(ification)".

13.5  Project management activities
Project management is composed of several different types of activities such as:

1. Analysis & design of objectives and events

2. Planning the work according to the objectives

3. Assessing and controlling risk (or Risk Management)

4. Estimating resources

5. Allocation of resources

6. Organizing the work

7. Acquiring human and material resources

8. Assigning tasks

9. Directing activities

10. Controlling project execution

11. Tracking and reporting progress (Management information system)

12. Analyzing the results based on the facts achieved

13. Defining the products of the project

14. Forecasting future trends in the project

15. Quality Management
16. Issues management

17. Issue solving

18. Defect prevention

19. Identifying, managing & controlling changes

20. Project closure (and project debrief)

21. Communicating to stakeholders
22. Increasing/ decreasing a company's workers

13.6  Project objectives
Project objectives define target status at the end of the project, reaching of which is considered necessary for the achievement of planned benefits. They can be formulated as S.M.A.R.T.
· Specific,

· Measurable (or at least evaluable) achievement,

· Achievable (recently Acceptable is used regularly as well),

· Realistic and

· Time terminated (bounded).

The evaluation (measurement) occurs at the project closure. However a continuous guard on the project progress should be kept by monitoring and evaluating.

13.7.  Project management artifacts
Most successful projects have one thing that is very evident - they were adequately documented, with clear objectives and deliverables.[citation needed] These documents are a mechanism to align sponsors, clients, and project team's expectations.

1. Project Charter
2. Preliminary Scope Statement / Statement of work
3. Business case/Feasibility Study
4. Scope Statement / Terms of reference
5. Project management plan / Project Initiation Document
6. Work Breakdown Structure
7. Change Control Plan

8. Risk Management Plan
9. Risk Breakdown Structure
10. Communications Plan
11. Governance Model
12. Risk Register
13. Issue Log
14. Action Item List
15. Resource Management Plan
16. Project Schedule
17. Status Report
18. Responsibility assignment matrix
19. Database of lessons learned
20. Stakeholder Analysis
These documents are normally hosted on a shared resource (i.e., intranet web page) and are available for review by the project's stakeholders (except for the Stakeholder Analysis, since this document comprises personal information regarding certain stakeholders. Only the Project Manager has access to this analysis). Changes or updates to these documents are explicitly outlined in the project's configuration management (or change control plan).

13.8  Project control variables
Project Management tries to gain control over variables such as risk:

Risk 

Potential points of failure: Most negative risks (or potential failures) can be overcome or resolved, given enough planning capabilities, time, and resources. According to some definitions (including PMBOK Third Edition) risk can also be categorized as "positive--" meaning that there is a potential opportunity, e.g., complete the project faster than expected.

Customers (either internal or external project sponsors) and external organizations (such as government agencies and regulators) can dictate the extent of three variables: time, cost, and scope. The remaining variable (risk) is managed by the project team, ideally based on solid estimation and response planning techniques. Through a negotiation process among project stakeholders, an agreement defines the final objectives, in terms of time, cost, scope, and risk, usually in the form of a charter or contract.

To properly control these variables a good project manager has a depth of knowledge and experience in these four areas (time, cost, scope, and risk), and in six other areas as well: integration, communication, human resources, quality assurance, schedule development, and procurement.

13.9  Approaches
There are several approaches that can be taken to managing project activities including agile, interactive, incremental, and phased approaches.

Regardless of the approach employed, careful consideration needs to be given to clarify surrounding project objectives, goals, and importantly, the roles and responsibilities of all participants and stakeholders.

13.9.1  The traditional approach
A traditional phased approach identifies a sequence of steps to be completed. In the traditional approach, we can distinguish 5 components of a project (4 stages plus control) in the development of a project:

1. project initiation stage;

2. project planning or design stage;

3. project execution or production stage;

4. project monitoring and controlling systems;

5. project completion stage.

Not all the projects will visit every stage as projects can be terminated before they reach completion. Some projects probably don't have the planning and/or the monitoring. Some projects will go through steps 2, 3 and 4 multiple times.

Many industries utilize variations on these stages. For example, in bricks and mortar architectural design, projects typically progress through stages like Pre-Planning, Conceptual Design, Schematic Design, Design Development, Construction Drawings (or Contract Documents), and Construction Administration. In software development, this approach is often known as 'waterfall development' i.e one series of tasks after another in linear sequence. In software development many organizations have adapted the Rational Unified Process (RUP) to fit this methodology, although RUP does not require or explicitly recommend this practice. Waterfall development can work for small tightly defined projects, but for larger projects of undefined or unknowable scope, it is less suited. Because software development is often the realization of a new or novel product, this method has been widely accepted as ineffective for software projects where requirements are largely unknowable up front and susceptible to change. While the names may differ from industry to industry, the actual stages typically follow common steps to problem solving--defining the problem, weighing options, choosing a path, implementation and evaluation.

13.9.2  Rational Unified Process
1. Inception - Identify the initial scope of the project, a potential architecture for the system, and obtain initial project funding and stakeholder acceptance.

2. Elaboration - Prove the architecture of the system.

3. Construction - Build working software on a regular, incremental basis which meets the highest-priority needs of project stakeholders.

4. Transition - Validate and deploy the system into the production environment.

13.9.3  Temporary organization sequencing concepts
1. Action-based entrepreneurship

2. Fragmentation for commitment-building

3. Planned isolation

4. Institutionalised termination

13.9.4  Critical Chain
Critical chain is the application of the Theory of Constraints (TOC) to projects. The goal is to increase the rate of throughput (or completion rates) of projects in an organization. Applying the first three of the five focusing steps of TOC, the system constraint for all projects is identified as resources. To exploit the constraint, tasks on the critical chain are given priority over all other activities. Finally, projects are planned and managed to ensure that the critical chain tasks are ready to start as soon as the needed resources are available, subordinating all other resources to the critical chain.

For specific projects, the project plan is resource-leveled, and the longest sequence of resource-constrained tasks is identified as the critical chain. In multi-project environments, resource leveling should be performed across projects. However, it is often enough to identify (or simply select) a single "drum" resource—a resource that acts as a constraint across projects—and stagger projects based on the availability of that single resource.

13.9.5  Extreme Project Management
In critical studies of project management, it has been noted that several of these fundamentally PERT-based models are not well suited for the multi-project company environment of today. Most of them are aimed at very large-scale, one-time, non-routine projects, and nowadays all kinds of management are expressed in terms of projects. Using complex models for "projects" (or rather "tasks") spanning a few weeks has been proven to cause unnecessary costs and low maneuverability in several cases. Instead, project management experts try to identify different "lightweight" models, such as Extreme Programming for software development and Scrum techniques. The generalization of Extreme Programming to other kinds of projects is extreme project management, which may be used in combination with the process modeling and management principles of human interaction management.

13.9.6.  Event chain methodology
Event chain methodology is the next advance beyond critical path method and critical chain project management.

Event chain methodology is an uncertainty modeling and schedule network analysis technique that is focused on identifying and managing events and event chains that affect project schedules. Event chain methodology helps to mitigate the negative impact of psychological heuristics and biases, as well as to allow for easy modeling of uncertainties in the project schedules. Event chain methodology is based on the following major principles.

· Probabilistic moment of risk: An activity (task) in most real life processes is not a continuous uniform process. Tasks are affected by external events, which can occur at some point in the middle of the task.

· Event chains: Events can cause other events, which will create event chains. These event chains can significantly affect the course of the project. Quantitative analysis is used to determine a cumulative effect of these event chains on the project schedule.

· Critical events or event chains: The single events or the event chains that have the most potential to affect the projects are the “critical events” or “critical chains of events.” They can be determined by the analysis.

· Project tracking with events: If a project is partially completed and data about the project duration, cost, and events occurred is available, it is possible to refine information about future potential events and helps to forecast future project performance.

· Event chain visualization: Events and event chains can be visualized using event chain diagrams on a Gantt chart.

13.9.7   Process-based management
Also furthering the concept of project control is the incorporation of process-based management. This area has been driven by the use of Maturity models such as the CMMI (Capability Maturity Model Integration) and ISO/IEC15504 (SPICE - Software Process Improvement and Capability Determination), which have been far more successful.

Agile project management approaches based on the principles of human interaction management are founded on a process view of human collaboration. This contrasts sharply with traditional approach. In the agile software development or flexible product development approach, the project is seen as a series of relatively small tasks conceived and executed as the situation demands in an adaptive manner, rather than as a completely pre-planned process.

13.10   Project systems
As mentioned above, traditionally, project development includes five elements: control systems and four stages.

13.10.1  Project control systems
Project control is that element of a project that keeps it on-track, on-time, and within budget. Project control begins early in the project with planning and ends late in the project with post-implementation review, having a thorough involvement of each step in the process. Each project should be assessed for the appropriate level of control needed: too much control is too time consuming, too little control is too costly. If control is not implemented correctly, the cost to the business should be clarified in terms of errors, fixes, and additional audit fees. The practices of project control are part of the field of cost engineering.

Control systems are needed for cost, risk, quality, communication, time, change, procurement, and human resources. In addition, auditors should consider how important the projects are to the financial statements, how reliant the stakeholders are on controls, and how many controls exist. Auditors should review the development process and procedures for how they are implemented. The process of development and the quality of the final product may also be assessed if needed or requested. A business may want the auditing firm to be involved throughout the process to catch problems earlier on so that they can be fixed more easily. An auditor can serve as a controls consultant as part of the development team or as an independent auditor as part of an audit.

Businesses sometimes use formal systems development processes. These help assure that systems are developed successfully. A formal process is more effective in creating strong controls, and auditors should review this process to confirm that it is well designed and is followed in practice. A good formal systems development plan outlines:

· A strategy to align development with the organization’s broader objectives

· Standards for new systems

· Project management policies for timing and budgeting
· Procedures describing the process

13.10.2  Project development stages
Regardless of the methodology used, the project development process will have the same major stages: initiation, development, production or execution, and closing/maintenance.

13.10.2.1   Initiation
The initiation stage determines the nature and scope of the development. If this stage is not performed well, it is unlikely that the project will be successful in meeting the business’s needs. The key project controls needed here are an understanding of the business environment and making sure that all necessary controls are incorporated into the project. Any deficiencies should be reported and a recommendation should be made to fix them.

The initiation stage should include a cohesive plan that encompasses the following areas:

· Study analyzing the business needs in measurable goals.

· Review of the current operations.

· Conceptual design of the operation of the final product.

· Equipment requirement.

· Financial analysis of the costs and benefits including a budget.

· Select stake holders, including users, and support personnel for the project.

· Project charter including costs, tasks, deliverables, and schedule.

13.10.2.2   Planning and design
After the initiation stage, the system is designed. Occasionally, a small prototype of the final product is built and tested. Testing is generally performed by a combination of testers and end users, and can occur after the prototype is built or concurrently. Controls should be in place that ensure that the final product will meet the specifications of the project charter. The results of the design stage should include a product design that:

· Satisfies the project sponsor, end user, and business requirements.

· Functions as it was intended.

· Can be produced within quality standards.

· Can be produced within time and budget constraints.

13.10.2.3   Closing and maintenance
Closing includes the formal acceptance of the project and the ending thereof. Administrative activities include the archiving of the files and documenting lessons learned.

Maintenance is an ongoing process, and it includes:

· Continuing support of end users

· Correction of errors

· Updates of the software over time

In this stage, auditors should pay attention to how effectively and quickly user problems are resolved.

Over the course of any construction project, the work scope changes. Change is a normal and expected part of the construction process. Changes can be the result of necessary design modifications, differing site conditions, material availability, contractor-requested changes, value engineering and impacts from third parties, to name a few. Beyond executing the change in the field, the change normally needs to be documented to show what was actually constructed. Hence, the owner usually requires a final record to show all changes or, more specifically, any change that modifies the tangible portions of the finished work. The record is made on the contract documents – usually, but not necessarily limited to, the design drawings. The end product of this effort is what the industry terms as-built drawings, or more simply, “asbuilts.” The requirement for providing them is a norm in construction contracts.
13.11  Project management tools
Project management tools include:

· Financial tools

· Cause and effect charts

· PERT charts
· Gantt charts
· Event Chain Diagrams
· Run charts
· Project Cycle Optimisation

· List of project management software
· Participatory Impact Pathways Analysis (An approach for developing common understanding and consensus amongst project partcipants and stakeholders as to how the project will achieve its goal)

13.12  Project management associations
Several national and professional associations exist which have as their aim the promotion and development of project management and the project management profession. The most prominent associations include:

· The Project Management Institute (PMI)

· The Association for Project Management (UK) (APM)

· The Australian Institute of Project Management (AIPM)

· The International Project Management Association (IPMA)

· The Brazilian Association for Project Management (ABGP)

· The International Association of Project and Program Management (IAPPM)

13.12.1   International standards
There have been several attempts to develop project management standards, such as:

· A Framework for Performance Based Competency Standards for Global Level 1 and Level 2 Project Managers (Global Alliance for Project Performance Standards)

· A Guide to the Project Management Body of Knowledge (PMBOK Guide)

· The Standard for Program Management
· The Standard for Portfolio Management
· APM Body of Knowledge 5th ed. (APM - Association for Project Management (UK))

· ICB v3 (IPMA Competence Baseline)

· RBC v1.1 (ABGP Competence Baseline)

· PRINCE2 (PRojects IN a Controlled Environment)

· P2M (A guidebook of Project & Program Management for Enterprise Innovation, Japanese third-generation project management method)(Download page for P2M and related products)

· V-Modell (German project management method)

· HERMES method (The Swiss general project management method, selected for use in Luxembourg and international organisations)

· Organizational Project Management Maturity Model (OPM3)

· International Standards Organization Founded 1947 

· ISO 9000: a family of standards for quality management systems.

· ISO 10006:2003, Quality management systems - Guidelines for quality management in projects
· JPACE (Justify, Plan, Activate, Control, and End - The James Martin Method for Managing Projects (1981-present))

· Software Engineering Institute: Capability Maturity Model

· Total Cost Management Framework (AACE International's process for Portfolio, Program and Project Management) (ref:Cost Engineering)

13.12.2   Professional certifications
· CompTIA Project+, ([Computer Technology Industry Association])

· CPM (The International Association of Project & Program Management)

· IPMA (Levels of Certification: IPMA-A, IPMA-B, IPMA-C and IPMA-D)

· PMP (Project Management Professional), CAPM (Certified Associate in Project Management). PMI certifications

· Master Project Manager, Certified International Project Manager. AApM certifications

· Certified Portfolio, Program & Project Manager (C3PM)- AACE International.

· Master's Certificate in Project Management - The George Washington University and ESI International[1]
See also: An exhaustive list of standards (maturity models)
13.13  See also on the web
	· Architectural engineering
· Association for Project Management
· Capability Maturity Model
· Commonware
· Construction management
· Construction software
· Cost overrun
· Cost engineering
· Critical chain
· Deliverable
· Dependency Structure Matrix
· Earned value management
· Event chain methodology
· Flexible project management
· Functionality, mission and scope creep
· Gantt chart
· Governance
· Human Interaction Management

	
	· List of project management topics
· Megaprojects
· M.S.P.M.
· Portfolio management
· Project accounting
· Project governance
· Program management
· Project management software (List of project management software)

· Project workforce management
· Process architecture
· RACI diagram
· Six Sigma
· Software project management
· Terms of reference
· The Mythical Man-Month
· Timesheet
· Total cost management
· Work Breakdown Structure



13.14  References
1. ^ http://principles-of-scientific-management.blogspot.com/
2. ^ http://www.boozallen.com/about/history/history_5
3. ^ http://www.pmi.org/info/PP_OPM3ExecGuide.pdf
4. ^ http://www.ruleworks.co.uk/cgi-bin/TUaz.exe?Guide=Prince2&XL=P&t=PRINCE2%20Knowledgebase
13.15  Literature on the end of book

13.16.  External links
Project management
· The Project Management Institute
· AACE International
· Comprehensive List over Project Management Education
· For a more comprehensive discussion on the history of project management see "The Origins of Modern Project Management"PDF (666 KiB),Weaver, P. 2007

· A more people-oriented explanation of Project management can be found at "Learn Project Management In 15 Minutes"
14. Management information system and tehnology

 (Redirected from Management information systems)

Management Information Systems (MIS), sometimes referred to as Information Management and Systems, is the discipline covering the application of people, technologies, and procedures — collectively called information systems — to solving business problems. Management Information Systems are distinct from regular information systems in that they are used to analyze other information systems applied in operational activities in the organization.[1] Academically, the term is commonly used to refer to the group of information management methods tied to the automation or support of human decision making, e.g. Decision Support Systems, Expert systems, and Executive information systems.[1]
14.1  Background
In their infancy, business computers were used for the practical business of computing the payroll and keeping track of accounts payable and receivable. As applications were developed that provided managers with information about sales, inventories, and other data that would help in managing the enterprise, the term "MIS" arose to describe these kinds of applications. Today, the term is used broadly in a number of contexts and includes (but is not limited to): decision support systems, resource and people management applications, project management, and database retrieval applications.

14.2  Definition
The terms MIS and information system are often confused. Information systems include systems that are not intended for decision making. MIS is sometimes referred to, in a restrictive sense, as information technology management. That area of study should not be confused with computer science. IT service management is a practitioner-focused discipline. MIS has also some differences with Enterprise Resource Planning (ERP) as ERP incorporates elements that are not necessarily focused on decision support.

Alan Lee defines MIS as "...research in the information systems field examines more than just the technological system, or just the social system, or even the two side by side; in addition, it investigates the phenomena that emerge when the two interact." [2].

14.3  Sources
1. ^ a b O’Brien, J (1999). Management Information Systems – Managing Information Technology in the Internetworked Enterprise (in English). Boston: Irwin McGraw-Hill. ISBN 0071123733. 
2. ^ Lee, AS (2001). "Editor’s Comments". MIS Quarterly 25 (1): iii-vii. 

14.4  See also on the web
· Business Intelligence
· Business Performance Management
· Business rules
· Data Mining 

· Predictive analytics
· Purchase order request
· Enterprise Architecture
· Information technology management
· Knowledge Base
· Online analytical processing
14.5.  External links
· Computer and Information Systems Managers (U.S. Department of Labor)

· Index of Information Systems Journals
· MIS Web sites (Bournemouth University)

· MIS Links (University of York)

· Executive Information Systems: Minimising the risk of development
14.6 Information technology

Information technology (IT), as defined by the Information Technology Association of America (ITAA), is "the study, design, development, implementation, support or management of computer-based information systems, particularly software applications and computer hardware." IT deals with the use of electronic computers and computer software to convert, store, protect, process, transmit and retrieve information, securely.

Recently it has become popular[citation needed] to broaden the term to explicitly include the field of electronic communication so that people tend to use the abbreviation ICT (Information and Communications Technology), it is common for this to be referred to as IT & T in the Australasia region, standing for Information Technology and Telecommunications.

Today, the term information technology has ballooned to encompass many aspects of computing and technology, and the term is more recognizable than ever before. The information technology umbrella can be quite large, covering many fields. IT professionals perform a variety of duties that range from installing applications to designing complex computer networks and information databases. A few of the duties that IT professionals perform may include data management, networking, engineering computer hardware, database and software design, as well as the management and administration of entire systems.

14.6.1  Professional organizations
· The Canadian Information Processing Society (CIPS) is the largest professional body for computing in Canada.

· NASSCOM is an association of Indian IT companies.

· AITech-Assinform, Information Technology Association is an association of Italian IT companies.

· The Computer Society of India (CSI) is the national body representing computer professionals.

· The British Computer Society (BCS) is a UK body that represents those working in IT. It is the largest United Kingdom based professional body for computing, with a world-wide membership of over 58,000 members in over 100 countries.

· ACM
· The Information Technology Association of America (ITAA) is an industry trade group for several U.S. information technology companies.

· The Australian Computer Society (ACS) is the recognised association for Information & Communications Technology (ICT) professionals in Australia.

· The Australian Information Industry Association is the national organisation representing the ICT companies in Australia.

· The Philippine Software Industry Association is an association of Philippine IT companies.

14.6.2  See also
The School of Information technology
· List of basic information technology topics
· Informative Modelling
14.6.3. References on the end of book

15.   Strategic management

Strategic management is the art and science of formulating, implementing and evaluating cross-functional decisions that will enable an organization to achieve its objectives[1]. It is the process of specifying the organization's objectives, developing policies and plans to achieve these objectives, and allocating resources to implement the policies and plans to achieve the organization's objectives. Strategic management, therefore, combines the activities of the various functional areas of a business to achieve organizational objectives. It is the highest level of managerial activity, usually formulated by the Board of directors and performed by the organization's Chief Executive Officer (CEO) and executive team. Strategic management provides overall direction to the enterprise and is closely related to the field of Organization Studies.

“Strategic management is an ongoing process that assesses the business and the industries in which the company is involved; assesses its competitors and sets goals and strategies to meet all existing and potential competitors; and then reassesses each strategy annually or quarterly [i.e. regularly] to determine how it has been implemented and whether it has succeeded or needs replacement by a new strategy to meet changed circumstances, new technology, new competitors, a new economic environment., or a new social, financial, or political environment.” (Lamb, 1984:ix)[2]
There are many software products available in the market that process and report organisational data and which aid in strategic management—e.g. SAP, SEM, SAS, etc.

15.1.  Processes
Strategic management is a combination of three main processes which are as following:

15.1.1.  Strategy formulation
· Performing a situation analysis, self-evaluation and competitor analysis: both internal and external; both micro-environmental and macro-environmental.

· Concurrent with this assessment, objectives are set. This involves crafting vision statements (long term view of a possible future), mission statements (the role that the organization gives itself in society), overall corporate objectives (both financial and strategic), strategic business unit objectives (both financial and strategic), and tactical objectives.

· These objectives should, in the light of the situation analysis, suggest a strategic plan. The plan provides the details of how to achieve these objectives.

This three-step strategy formulation process is sometimes referred to as determining where you are now, determining where you want to go, and then determining how to get there. These three questions are the essence of strategic planning. SWOT Analysis: I/O Economics for the external factors and RBV for the internal factors.

15.1.2.  Strategy implementation
· Allocation of sufficient resources (financial, personnel, time, technology support)

· Establishing a chain of command or some alternative structure (such as cross functional teams)

· Assigning responsibility of specific tasks or processes to specific individuals or groups

· It also involves managing the process. This includes monitoring results, comparing to benchmarks and best practices, evaluating the efficacy and efficiency of the process, controlling for variances, and making adjustments to the process as necessary.

· When implementing specific programs, this involves acquiring the requisite resources, developing the process, training, process testing, documentation, and integration with (and/or conversion from) legacy processes.

15.1.3.  Strategy evaluation
· Measuring the effectiveness of the organizational strategy.

15.2.  General approaches
In general terms, there are two main approaches, which are opposite but complement each other in some ways, to strategic management:

· The Industrial Organizational Approach 

· based on economic theory — deals with issues like competitive rivalry, resource allocation, economies of scale
· assumptions — rationality, self discipline behaviour, profit maximization

· The Sociological Approach 

· deals primarily with human interactions

· assumptions — bounded rationality, satisfying behaviour, profit sub-optimality. An example of a company that currently operates this way is Google
Strategic management techniques can be viewed as bottom-up, top-down, or collaborative processes. In the bottom-up approach, employees submit proposals to their managers who, in turn, funnel the best ideas further up the organization. This is often accomplished by a capital budgeting process. Proposals are assessed using financial criteria such as return on investment or cost-benefit analysis. The proposals that are approved form the substance of a new strategy, all of which is done without a grand strategic design or a strategic architect. The top-down approach is the most common by far. In it, the CEO (such as Don Sheelen, Jeff Bezos and Samuel J. Palmisano) possibly with the assistance of a strategic planning team, decides on the overall direction the company should take. Some organizations are starting to experiment with collaborative strategic planning techniques that recognize the emergent nature of strategic decisions.

15.3  The strategy hierarchy
In most (large) corporations there are several levels of strategy. Strategic management is the highest in the sense that it is the broadest, applying to all parts of the firm. It gives direction to corporate values, corporate culture, corporate goals, and corporate missions. Under this broad corporate strategy there are often functional or business unit strategies.

Functional strategies include marketing strategies, new product development strategies, human resource strategies, financial strategies, legal strategies, supply-chain strategies, and information technology management strategies. The emphasis is on short and medium term plans and is limited to the domain of each department’s functional responsibility. Each functional department attempts to do its part in meeting overall corporate objectives, and hence to some extent their strategies are derived from broader corporate strategies.

Many companies feel that a functional organizational structure is not an efficient way to organize activities so they have reengineered according to processes or strategic business units (called SBUs). A strategic business unit is a semi-autonomous unit within an organization. It is usually responsible for its own budgeting, new product decisions, hiring decisions, and price setting. An SBU is treated as an internal profit centre by corporate headquarters. Each SBU is responsible for developing its business strategies, strategies that must be in tune with broader corporate strategies.

The “lowest” level of strategy is operational strategy. It is very narrow in focus and deals with day-to-day operational activities such as scheduling criteria. It must operate within a budget but is not at liberty to adjust or create that budget. Operational level strategy was encouraged by Peter Drucker in his theory of management by objectives (MBO). Operational level strategies are informed by business level strategies which, in turn, are informed by corporate level strategies. Business strategy, which refers to the aggregated operational strategies of single business firm or that of an SBU in a diversified corporation refers to the way in which a firm competes in its chosen arenas.

Corporate strategy, then, refers to the overarching strategy of the diversified firm. Such corporate strategy answers the questions of "in which businesses should we compete?" and "how does being in one business add to the competitive advantage of another portfolio firm, as well as the competitive advantage of the corporation as a whole?"

Since the turn of the millennium, there has been a tendency in some firms to revert to a simpler strategic structure. This is being driven by information technology. It is felt that knowledge management systems should be used to share information and create common goals. Strategic divisions are thought to hamper this process. Most recently, this notion of strategy has been captured under the rubric of dynamic strategy, popularized by the strategic management textbook authored by Carpenter and Sanders [1]. This work builds on that of Brown and Eisenhart as well as Christensen and portrays firm strategy, both business and corporate, as necessarily embracing ongoing strategic change, and the seamless integration of strategy formulation and implementation. Such change and implementation are usually built into the strategy through the staging and pacing facets.

15.4.  Historical development of strategic management
15.4.1   Birth of strategic management
Strategic management as a discipline originated in the 1950s and 60s. Although there were numerous early contributors to the literature, the most influential pioneers were Alfred D. Chandler, Jr., Philip Selznick, Igor Ansoff, and Peter Drucker.

Alfred Chandler recognized the importance of coordinating the various aspects of management under one all-encompassing strategy. Prior to this time the various functions of management were separate with little overall coordination or strategy. Interactions between functions or between departments were typically handled by a boundary position, that is, there were one or two managers that relayed information back and forth between two departments. Chandler also stressed the importance of taking a long term perspective when looking to the future. In his 1962 groundbreaking work Strategy and Structure, Chandler showed that a long-term coordinated strategy was necessary to give a company structure, direction, and focus. He says it concisely, “structure follows strategy.”[3]
In 1957, Philip Selznick introduced the idea of matching the organization's internal factors with external environmental circumstances.[4] This core idea was developed into what we now call SWOT analysis by Learned, Andrews, and others at the Harvard Business School General Management Group. Strengths and weaknesses of the firm are assessed in light of the opportunities and threats from the business environment.

Igor Ansoff built on Chandler's work by adding a range of strategic concepts and inventing a whole new vocabulary. He developed a strategy grid that compared market penetration strategies, product development strategies, market development strategies and horizontal and vertical integration and diversification strategies. He felt that management could use these strategies to systematically prepare for future opportunities and challenges. In his 1965 classic Corporate Strategy, he developed the gap analysis still used today in which we must understand the gap between where we are currently and where we would like to be, then develop what he called “gap reducing actions”.[5]
Peter Drucker was a prolific strategy theorist, author of dozens of management books, with a career spanning five decades. His contributions to strategic management were many but two are most important. Firstly, he stressed the importance of objectives. An organization without clear objectives is like a ship without a rudder. As early as 1954 he was developing a theory of management based on objectives.[6] This evolved into his theory of management by objectives (MBO). According to Drucker, the procedure of setting objectives and monitoring your progress towards them should permeate the entire organization, top to bottom. His other seminal contribution was in predicting the importance of what today we would call intellectual capital. He predicted the rise of what he called the “knowledge worker” and explained the consequences of this for management. He said that knowledge work is non-hierarchical. Work would be carried out in teams with the person most knowledgeable in the task at hand being the temporary leader.

In 1985, Ellen-Earle Chaffee summarized what she thought were the main elements of strategic management theory by the 1970s:[7]
· Strategic management involves adapting the organization to its business environment.

· Strategic management is fluid and complex. Change creates novel combinations of circumstances requiring unstructured non-repetitive responses.

· Strategic management affects the entire organization by providing direction.

· Strategic management involves both strategy formation (she called it content) and also strategy implementation (she called it process).

· Strategic management is partially planned and partially unplanned.

· Strategic management is done at several levels: overall corporate strategy, and individual business strategies.

· Strategic management involves both conceptual and analytical thought processes.

15.4.2.  Growth and portfolio theory
In the 1970s much of strategic management dealt with size, growth, and portfolio theory. The PIMS study was a long term study, started in the 1960s and lasted for 19 years, that attempted to understand the Profit Impact of Marketing Strategies (PIMS), particularly the effect of market share. Started at General Electric, moved to Harvard in the early 1970s, and then moved to the Strategic Planning Institute in the late 1970s, it now contains decades of information on the relationship between profitability and strategy. Their initial conclusion was unambiguous: The greater a company's market share, the greater will be their rate of profit. The high market share provides volume and economies of scale. It also provides experience and learning curve advantages. The combined effect is increased profits.[8] The studies conclusions continue to be drawn on by academics and companies today: "PIMS provides compelling quantitative evidence as to which business strategies work and don't work" - Tom Peters.

The benefits of high market share naturally lead to an interest in growth strategies. The relative advantages of horizontal integration, vertical integration, diversification, franchises, mergers and acquisitions, joint ventures, and organic growth were discussed. The most appropriate market dominance strategies were assessed given the competitive and regulatory environment.

There was also research that indicated that a low market share strategy could also be very profitable. Schumacher (1973),[9] Woo and Cooper (1982),[10] Levenson (1984),[11] and later Traverso (2002)[12] showed how smaller niche players obtained very high returns.

By the early 1980s the paradoxical conclusion was that high market share and low market share companies were often very profitable but most of the companies in between were not. This was sometimes called the “hole in the middle” problem. This anomaly would be explained by Michael Porter in the 1980s.

The management of diversified organizations required new techniques and new ways of thinking. The first CEO to address the problem of a multi-divisional company was Alfred Sloan at General Motors. GM was decentralized into semi-autonomous “strategic business units” (SBU's), but with centralized support functions.

One of the most valuable concepts in the strategic management of multi-divisional companies was portfolio theory. In the previous decade Harry Markowitz and other financial theorists developed the theory of portfolio analysis. It was concluded that a broad portfolio of financial assets could reduce specific risk. In the 1970s marketers extended the theory to product portfolio decisions and managerial strategists extended it to operating division portfolios. Each of a company’s operating divisions were seen as an element in the corporate portfolio. Each operating division (also called strategic business units) was treated as a semi-independent profit center with its own revenues, costs, objectives, and strategies. Several techniques were developed to analyze the relationships between elements in a portfolio. B.C.G. Analysis, for example, was developed by the Boston Consulting Group in the early 1970s. This was the theory that gave us the wonderful image of a CEO sitting on a stool milking a cash cow. Shortly after that the G.E. multi factoral model was developed by General Electric. Companies continued to diversify until the 1980s when it was realized that in many cases a portfolio of operating divisions was worth more as separate completely independent companies.

15.4.3.  The marketing revolution
The 1970s also saw the rise of the marketing oriented firm. From the beginnings of capitalism it was assumed that the key requirement of business success was a product of high technical quality. If you produced a product that worked well and was durable, it was assumed you would have no difficulty selling them at a profit. This was called the production orientation and it was generally true that good products could be sold without effort, encapsulated in the saying "Build a better mousetrap and the world will beat a path to your door." This was largely due to the growing numbers of affluent and middle class people that capitalism had created. But after the untapped demand caused by the second world war was saturated in the 1950s it became obvious that products were not selling as easily as they had been. The answer was to concentrate on selling. The 1950s and 1960s is known as the sales era and the guiding philosophy of business of the time is today called the sales orientation. In the early 1970s Theodore Levitt and others at Harvard argued that the sales orientation had things backward. They claimed that instead of producing products then trying to sell them to the customer, businesses should start with the customer, find out what they wanted, and then produce it for them. The customer became the driving force behind all strategic business decisions. This marketing orientation, in the decades since its introduction, has been reformulated and repackaged under numerous names including customer orientation, marketing philosophy, customer intimacy, customer focus, customer driven, and market focused.

15.4.4.  The Japanese challenge
By the late 70s people had started to notice how successful Japanese industry had become. In industry after industry, including steel, watches, ship building, cameras, autos, and electronics, the Japanese were surpassing American and European companies. Westerners wanted to know why. Numerous theories purported to explain the Japanese success including:

· Higher employee morale, dedication, and loyalty;

· Lower cost structure, including wages;

· Effective government industrial policy;

· Modernization after WWII leading to high capital intensity and productivity;

· Economies of scale associated with increased exporting;

· Relatively low value of the Yen leading to low interest rates and capital costs, low dividend expectations, and inexpensive exports;

· Superior quality control techniques such as Total Quality Management and other systems introduced by W. Edwards Deming in the 1950s and 60s.[13]
Although there was some truth to all these potential explanations, there was clearly something missing. In fact by 1980 the Japanese cost structure was higher than the American. And post WWII reconstruction was nearly 40 years in the past. The first management theorist to suggest an explanation was Richard Pascale.

In 1981 Richard Pascale and Anthony Athos in The Art of Japanese Management claimed that the main reason for Japanese success was their superior management techniques.[14] They divided management into 7 aspects (which are also known as McKinsey 7S Framework): Strategy, Structure, Systems, Skills, Staff, Style, and Supraordinate goals (which we would now call shared values). The first three of the 7 S's were called hard factors and this is where American companies excelled. The remaining four factors (skills, staff, style, and shared values) were called soft factors and were not well understood by American businesses of the time (for details on the role of soft and hard factors see Wickens P.D. 1995.) Americans did not yet place great value on corporate culture, shared values and beliefs, and social cohesion in the workplace. In Japan the task of management was seen as managing the whole complex of human needs, economic, social, psychological, and spiritual. In America work was seen as something that was separate from the rest of one's life. It was quite common for Americans to exhibit a very different personality at work compared to the rest of their lives. Pascale also highlighted the difference between decision making styles; hierarchical in America, and consensus in Japan. He also claimed that American business lacked long term vision, preferring instead to apply management fads and theories in a piecemeal fashion.

One year later The Mind of the Strategist was released in America by Kenichi Ohmae, the head of McKinsey & Co.'s Tokyo office.[15] (It was originally published in Japan in 1975.) He claimed that strategy in America was too analytical. Strategy should be a creative art: It is a frame of mind that requires intuition and intellectual flexibility. He claimed that Americans constrained their strategic options by thinking in terms of analytical techniques, rote formula, and step-by-step processes. He compared the culture of Japan in which vagueness, ambiguity, and tentative decisions were acceptable, to American culture that valued fast decisions.

Also in 1982 Tom Peters and Robert Waterman released a study that would respond to the Japanese challenge head on.[16] Peters and Waterman, who had several years earlier collaborated with Pascale and Athos at McKinsey & Co. asked “What makes an excellent company?”. They looked at 62 companies that they thought were fairly successful. Each was subject to six performance criteria. To be classified as an excellent company, it had to be above the 50th percentile in 4 of the 6 performance metrics for 20 consecutive years. Forty-three companies passed the test. They then studied these successful companies and interviewed key executives. They concluded in In Search of Excellence that there were 8 keys to excellence that were shared by all 43 firms. They are:

· A bias for action — Do it. Try it. Don’t waste time studying it with multiple reports and committees.

· Customer focus — Get close to the customer. Know your customer.

· Entrepreneurship — Even big companies act and think small by giving people the authority to take initiatives.

· Productivity through people — Treat your people with respect and they will reward you with productivity.

· Value oriented CEOs — The CEO should actively propagate corporate values throughout the organization.

· Stick to the knitting — Do what you know well.

· Keep things simple and lean — Complexity encourages waste and confusion.

· Simultaneously centralized and decentralized — Have tight centralized control while also allowing maximum individual autonomy.

The basic blueprint on how to compete against the Japanese had been drawn. But as J.E. Rehfeld (1994) explains it is not a straight forward task due to differences in culture.[17] A certain type of alchemy was required to transform knowledge from various cultures into a management style that allows a specific company to compete in a globally diverse world. He says, for example, that Japanese style kaizen (continuous improvement) techniques, although suitable for people socialized in Japanese culture, have not been successful when implemented in the U.S. unless they are modified significantly.

15.4.5.  Gaining competitive advantage
The Japanese challenge shook the confidence of the western business elite, but detailed comparisons of the two management styles and examinations of successful businesses convinced westerners that they could overcome the challenge. The 1980s and early 1990s saw a plethora of theories explaining exactly how this could be done. They cannot all be detailed here, but some of the more important strategic advances of the decade are explained below.

Gary Hamel and C. K. Prahalad declared that strategy needs to be more active and interactive; less “arm-chair planning” was needed. They introduced terms like strategic intent and strategic architecture.[18]

 HYPERLINK "http://en.wikipedia.org/wiki/Strategic_management" \l "_note-18" \o "" [19] Their most well known advance was the idea of core competency. They showed how important it was to know the one or two key things that your company does better than the competition.[20]
Active strategic management required active information gathering and active problem solving. In the early days of Hewlett-Packard (H-P), Dave Packard and Bill Hewlett devised an active management style that they called Management By Walking Around (MBWA). Senior H-P managers were seldom at their desks. They spent most of their days visiting employees, customers, and suppliers. This direct contact with key people provided them with a solid grounding from which viable strategies could be crafted. The MBWA concept was popularized in 1985 by a book by Tom Peters and Nancy Austin.[21] Japanese managers employ a similar system, which originated at Honda, and is sometimes called the 3 G's (Genba, Genbutsu, and Genjitsu, which translate into “actual place”, “actual thing”, and “actual situation”).

Probably the most influential strategist of the decade was Michael Porter. He introduced many new concepts including; 5 forces analysis, generic strategies, the value chain, strategic groups, and clusters. In 5 forces analysis he identifies the forces that shape a firm's strategic environment. It is like a SWOT analysis with structure and purpose. It shows how a firm can use these forces to obtain a sustainable competitive advantage. Porter modifies Chandler's dictum about structure following strategy by introducing a second level of structure: Organizational structure follows strategy, which in turn follows industry structure. Porter's generic strategies detail the interaction between cost minimization strategies, product differentiation strategies, and market focus strategies. Although he did not introduce these terms, he showed the importance of choosing one of them rather than trying to position your company between them. He also challenged managers to see their industry in terms of a value chain. A firm will be successful only to the extent that it contributes to the industry's value chain. This forced management to look at its operations from the customer's point of view. Every operation should be examined in terms of what value it adds in the eyes of the final customer.

In 1993, John Kay took the idea of the value chain to a financial level claiming “ Adding value is the central purpose of business activity”, where adding value is defined as the difference between the market value of outputs and the cost of inputs including capital, all divided by the firm's net output. Borrowing from Gary Hamel and Michael Porter, Kay claims that the role of strategic management is to identify your core competencies, and then assemble a collection of assets that will increase value added and provide a competitive advantage. He claims that there are 3 types of capabilities that can do this; innovation, reputation, and organizational structure.

The 1980s also saw the widespread acceptance of positioning theory. Although the theory originated with Jack Trout in 1969, it didn’t gain wide acceptance until Al Ries and Jack Trout wrote their classic book “Positioning: The Battle For Your Mind” (1979). The basic premise is that a strategy should not be judged by internal company factors but by the way customers see it relative to the competition. Crafting and implementing a strategy involves creating a position in the mind of the collective consumer. Several techniques were applied to positioning theory, some newly invented but most borrowed from other disciplines. Perceptual mapping for example, creates visual displays of the relationships between positions. Multidimensional scaling, discriminant analysis, factor analysis, and conjoint analysis are mathematical techniques used to determine the most relevant characteristics (called dimensions or factors) upon which positions should be based. Preference regression can be used to determine vectors of ideal positions and cluster analysis can identify clusters of positions.

Others felt that internal company resources were the key. In 1992, Jay Barney, for example, saw strategy as assembling the optimum mix of resources, including human, technology, and suppliers, and then configure them in unique and sustainable ways.[22]
Michael Hammer and James Champy felt that these resources needed to be restructured.[23] This process, that they labeled reengineering, involved organizing a firm's assets around whole processes rather than tasks. In this way a team of people saw a project through, from inception to completion. This avoided functional silos where isolated departments seldom talked to each other. It also eliminated waste due to functional overlap and interdepartmental communications.

In 1989 Richard Lester and the researchers at the MIT Industrial Performance Center identified seven best practices and concluded that firms must accelerate the shift away from the mass production of low cost standardized products. The seven areas of best practice were:[24]
· Simultaneous continuous improvement in cost, quality, service, and product innovation

· Breaking down organizational barriers between departments

· Eliminating layers of management creating flatter organizational hierarchies.

· Closer relationships with customers and suppliers

· Intelligent use of new technology

· Global focus

· Improving human resource skills

The search for “best practices” is also called benchmarking.[25] This involves determining where you need to improve, finding an organization that is exceptional in this area, then studying the company and applying its best practices in your firm.

A large group of theorists felt the area where western business was most lacking was product quality. People like W. Edwards Deming,[26] Joseph M. Juran,[27] A. Kearney,[28] Philip Crosby,[29] and Armand Feignbaum[30] suggested quality improvement techniques like Total Quality Management (TQM), continuous improvement, lean manufacturing, Six Sigma, and Return on Quality (ROQ).

An equally large group of theorists felt that poor customer service was the problem. People like James Heskett (1988),[31] Earl Sasser (1995), William Davidow,[32] Len Schlesinger,[33] A. Paraurgman (1988), Len Berry,[34] Jane Kingman-Brundage,[35] Christopher Hart, and Christopher Lovelock (1994), gave us fishbone diagramming, service charting, Total Customer Service (TCS), the service profit chain, service gaps analysis, the service encounter, strategic service vision, service mapping, and service teams. Their underlying assumption was that there is no better source of competitive advantage than a continuous stream of delighted customers.

Process management uses some of the techniques from product quality management and some of the techniques from customer service management. It looks at an activity as a sequential process. The objective is to find inefficiencies and make the process more effective. Although the procedures have a long history, dating back to Taylorism, the scope of their applicability has been greatly widened, leaving no aspect of the firm free from potential process improvements. Because of the broad applicability of process management techniques, they can be used as a basis for competitive advantage.

Some realized that businesses were spending much more on acquiring new customers than on retaining current ones. Carl Sewell,[36] Frederick Reicheld,[37] C. Gronroos,[38] and Earl Sasser[39] showed us how a competitive advantage could be found in ensuring that customers returned again and again. This has come to be known as the loyalty effect after Reicheld's book of the same name in which he broadens the concept to include employee loyalty, supplier loyalty, distributor loyalty, and shareholder loyalty. They also developed techniques for estimating the lifetime value of a loyal customer, called customer lifetime value (CLV). A significant movement started that attempted to recast selling and marketing techniques into a long term endeavor that created a sustained relationship with customers (called relationship selling, relationship marketing, and customer relationship management). Customer relationship management (CRM) software (and its many variants) became an integral tool that sustained this trend.

James Gilmore and Joseph Pine found competitive advantage in mass customization.[40] Flexible manufacturing techniques allowed businesses to individualize products for each customer without losing economies of scale. This effectively turned the product into a service. They also realized that if a service is mass customized by creating a “performance” for each individual client, that service would be transformed into an “experience”. Their book, The Experience Economy,[41] along with the work of Bernd Schmitt convinced many to see service provision as a form of theatre. This school of thought is sometimes referred to as customer experience management (CEM).

Like Peters and Waterman a decade earlier, James Collins and Jerry Porras spent years conducting empirical research on what makes great companies. Six years of research uncovered a key underlying principle behind the 19 successful companies that they studied: They all encourage and preserve a core ideology that nurtures the company. Even though strategy and tactics change daily, the companies, nevertheless, were able to maintain a core set of values. These core values encourage employees to build an organization that lasts. In Built To Last (1994) they claim that short term profit goals, cost cutting, and restructuring will not stimulate dedicated employees to build a great company that will endure.[42] In 2000 Collins coined the term “built to flip” to describe the prevailing business attitudes in Silicon Valley. It describes a business culture where technological change inhibits a long term focus. He also popularized the concept of the BHAG (Big Hairy Audacious Goal).

Arie de Geus (1997) undertook a similar study and obtained similar results. He identified four key traits of companies that had prospered for 50 years or more. They are:

· Sensitivity to the business environment — the ability to learn and adjust

· Cohesion and identity — the ability to build a community with personality, vision, and purpose

· Tolerance and decentralization — the ability to build relationships

· Conservative financing

A company with these key characteristics he called a living company because it is able to perpetuate itself. If a company emphasizes knowledge rather than finance, and sees itself as an ongoing community of human being, it has the potential to become great and endure for decades. Such an organization is an organic entity capable of learning (he called it a “learning organization”) and capable of creating its own processes, goals, and persona.

Jordan Lewis finds competitive advantage in alliance strategies.[43] Rather than seeing distributors, suppliers, firms in related industries, and even competitors as potential threats or targets for vertical integration, they should be seen as potential assistants or partners. He explains how mutual respect and trust is the cornerstone of this approach and describes how this can be fostered at the interpersonal relationship level.

15.4.6.  The military theorists
In the 1980s some business strategists realized that there was a vast knowledge base stretching back thousands of years that they had barely examined. They turned to military strategy for guidance. Military strategy books such as The Art of War by Sun Tzu, On War by von Clausewitz, and The Red Book by Mao Tse Tung became instant business classics. From Sun Tzu they learned the tactical side of military strategy and specific tactical prescriptions. From Von Clausewitz they learned the dynamic and unpredictable nature of military strategy. From Mao Tse Tung they learned the principles of guerrilla warfare. The main marketing warfare books were:

· Business War Games by Barrie James, 1984

· Marketing Warfare by Al Ries and Jack Trout, 1986

· Leadership Secrets of Attila the Hun by Wess Roberts, 1987

Philip Kotler was a well-known proponent of marketing warfare strategy.

There were generally thought to be four types of business warfare theories. They are:

· Offensive marketing warfare strategies
· Defensive marketing warfare strategies
· Flanking marketing warfare strategies
· Guerrilla marketing warfare strategies
The marketing warfare literature also examined leadership and motivation, intelligence gathering, types of marketing weapons, logistics, and communications.

By the turn of the century marketing warfare strategies had gone out of favour. It was felt that they were limiting. There were many situations in which non-confrontational approaches were more appropriate. The “Strategy of the Dolphin” was developed in the mid 1990s to give guidance as to when to use aggressive strategies and when to use passive strategies. A variety of aggressiveness strategies were developed.

In 1993, J. Moore used a similar metaphor.[44] Instead of using military terms, he created an ecological theory of predators and prey (see ecological model of competition), a sort of Darwinian management strategy in which market interactions mimic long term ecological stability.

15.4.7.  Strategic change
In 1970, Alvin Toffler in Future Shockdescribed a trend towards accelerating rates of change.[45] He illustrated how social and technological norms had shorter lifespans with each generation, and he questioned society's ability to cope with the resulting turmoil and anxiety. In past generations periods of change were always punctuated with times of stability. This allowed society to assimilate the change and deal with it before the next change arrived. But these periods of stability are getting shorter and by the late 20th century had all but disappeared. In 1980 in The Third Wave, Toffler characterized this shift to relentless change as the defining feature of the third phase of civilization (the first two phases being the agricultural and industrial waves).[46] He claimed that the dawn of this new phase will cause great anxiety for those that grew up in the previous phases, and will cause much conflict and opportunity in the business world. Hundreds of authors, particularly since the early 1990s, have attempted to explain what this means for business strategy.

In 1997, Watts Waker and Jim Taylor called this upheaval a "500 year delta."[47] They claimed these major upheavals occur every 5 centuries. They said we are currently making the transition from the “Age of Reason” to a new chaotic Age of Access. Jeremy Rifkin (2000) popularized and expanded this term, “age of access” three years later in his book of the same name.[48]
In 1968, Peter Drucker (1969) coined the phrase Age of Discontinuity to describe the way change forces disruptions into the continuity of our lives.[49] In an age of continuity attempts to predict the future by extrapolating from the past can be somewhat accurate. But according to Drucker, we are now in an age of discontinuity and extrapolating from the past is hopelessly ineffective. We cannot assume that trends that exist today will continue into the future. He identifies four sources of discontinuity: new technologies, globalization, cultural pluralism, and knowledge capital.

In 2000, Gary Hamel discussed strategic decay, the notion that the value of all strategies, no matter how brilliant, decays over time.[50]
In 1978, Dereck Abell (Abell, D. 1978) described strategic windows and stressed the importance of the timing (both entrance and exit) of any given strategy. This has led some strategic planners to build planned obsolescence into their strategies.[51]
In 1989, Charles Handy identified two types of change.[52] Strategic drift is a gradual change that occurs so subtly that it is not noticed until it is too late. By contrast, transformational change is sudden and radical. It is typically caused by discontinuities (or exogenous shocks) in the business environment. The point where a new trend is initiated is called a strategic inflection point by Andy Grove. Inflection points can be subtle or radical.

In 2000, Malcolm Gladwell discussed the importance of the tipping point, that point where a trend or fad acquires critical mass and takes off.[53]
In 1983, Noel Tichy recognized that because we are all beings of habit we tend to repeat what we are comfortable with.[54] He wrote that this is a trap that constrains our creativity, prevents us from exploring new ideas, and hampers our dealing with the full complexity of new issues. He developed a systematic method of dealing with change that involved looking at any new issue from three angles: technical and production, political and resource allocation, and corporate culture.

In 1990, Richard Pascale (Pascale, R. 1990) wrote that relentless change requires that businesses continuously reinvent themselves.[55] His famous maxim is “Nothing fails like success” by which he means that what was a strength yesterday becomes the root of weakness today, We tend to depend on what worked yesterday and refuse to let go of what worked so well for us in the past. Prevailing strategies become self-confirming. In order to avoid this trap, businesses must stimulate a spirit of inquiry and healthy debate. They must encourage a creative process of self renewal based on constructive conflict.

In 1996, Art Kleiner (1996) claimed that to foster a corporate culture that embraces change, you have to hire the right people; heretics, heroes, outlaws, and visionaries[56]. The conservative bureaucrat that made such a good middle manager in yesterday’s hierarchical organizations is of little use today. A decade earlier Peters and Austin (1985) had stressed the importance of nurturing champions and heroes. They said we have a tendency to dismiss new ideas, so to overcome this, we should support those few people in the organization that have the courage to put their career and reputation on the line for an unproven idea.

In 1996, Adrian Slywotsky showed how changes in the business environment are reflected in value migrations between industries, between companies, and within companies.[57] He claimed that recognizing the patterns behind these value migrations is necessary if we wish to understand the world of chaotic change. In “Profit Patterns” (1999) he described businesses as being in a state of strategic anticipation as they try to spot emerging patterns. Slywotsky and his team identified 30 patterns that have transformed industry after industry.[58]
In 1997, Clayton Christensen (1997) took the position that great companies can fail precisely because they do everything right since the capabilities of the organization also defines its disabilities.[59] Christensen's thesis is that outstanding companies lose their market leadership when confronted with disruptive technology. He called the approach to discovering the emerging markets for disruptive technologies agnostic marketing, i.e., marketing under the implicit assumption that no one - not the company, not the customers - can know how or in what quantities a disruptive product can or will be used before they have experience using it.

A number of strategists use scenario planning techniques to deal with change. Kees van der Heijden (1996), for example, says that change and uncertainty make “optimum strategy” determination impossible. We have neither the time nor the information required for such a calculation. The best we can hope for is what he calls “the most skillful process”.[60] The way Peter Schwartz put it in 1991 is that strategic outcomes cannot be known in advance so the sources of competitive advantage cannot be predetermined.[61] The fast changing business environment is too uncertain for us to find sustainable value in formulas of excellence or competitive advantage. Instead, scenario planning is a technique in which multiple outcomes can be developed, their implications assessed, and their likeliness of occurrence evaluated. According to Pierre Wack, scenario planning is about insight, complexity, and subtlety, not about formal analysis and numbers.[62]
In 1988, Henry Mintzberg looked at the changing world around him and decided it was time to reexamine how strategic management was done.[63]

 HYPERLINK "http://en.wikipedia.org/wiki/Strategic_management" \l "_note-63" \o "" [64] He examined the strategic process and concluded it was much more fluid and unpredictable than people had thought. Because of this, he could not point to one process that could be called strategic planning. Instead he concludes that there are five types of strategies. They are:

· Strategy as plan - a direction, guide, course of action - intention rather than actual

· Strategy as ploy - a maneuver intended to outwit a competitor

· Strategy as pattern - a consistent pattern of past behaviour - realized rather than intended

· Strategy as position - locating of brands, products, or companies within the conceptual framework of consumers or other stakeholders - strategy determined primarily by factors outside the firm

· Strategy as perspective - strategy determined primarily by a master strategist

In 1998, Mintzberg developed these five types of management strategy into 10 “schools of thought”. These 10 schools are grouped into three categories. The first group is prescriptive or normative. It consists of the informal design and conception school, the formal planning school, and the analytical positioning school. The second group, consisting of six schools, is more concerned with how strategic management is actually done, rather than prescribing optimal plans or positions. The six schools are the entrepreneurial, visionary, or great leader school, the cognitive or mental process school, the learning, adaptive, or emergent process school, the power or negotiation school, the corporate culture or collective process school, and the business environment or reactive school. The third and final group consists of one school, the configuration or transformation school, an hybrid of the other schools organized into stages, organizational life cycles, or “episodes”.[65]
In 1999, Constantinos Markides also wanted to reexamine the nature of strategic planning itself.[66] He describes strategy formation and implementation as an on-going, never-ending, integrated process requiring continuous reassessment and reformation. Strategic management is planned and emergent, dynamic, and interactive. J. Moncrieff (1999) also stresses strategy dynamics.[67] He recognized that strategy is partially deliberate and partially unplanned. The unplanned element comes from two sources: emergent strategies (result from the emergence of opportunities and threats in the environment) and Strategies in action (ad hoc actions by many people from all parts of the organization).

Some business planners are starting to use a complexity theory approach to strategy. Complexity can be thought of as chaos with a dash of order. Chaos theory deals with turbulent systems that rapidly become disordered. Complexity is not quite so unpredictable. It involves multiple agents interacting in such a way that a glimpse of structure may appear. Axelrod, R.,[68] Holland, J.,[69] and Kelly, S. and Allison, M.A.,[70] call these systems of multiple actions and reactions complex adaptive systems. Axelrod asserts that rather than fear complexity, business should harness it. He says this can best be done when “there are many participants, numerous interactions, much trial and error learning, and abundant attempts to imitate each others' successes”. In 2000, E. Dudik wrote that an organization must develop a mechanism for understanding the source and level of complexity it will face in the future and then transform itself into a complex adaptive system in order to deal with it.[71]
15.4.8.  Information and technology driven strategy
Peter Drucker had theorized the rise of the “knowledge worker” back in the 1950s. He described how fewer workers would be doing physical labour, and more would be applying their minds. In 1984, John Nesbitt theorized that the future would be driven largely by information: companies that managed information well could obtain an advantage, however the profitability of what he calls the “information float” (information that the company had and others desired) would all but disappear as inexpensive computers made information more accessible.

Daniel Bell (1985) examined the sociological consequences of information technology, while Gloria Schuck and Shoshana Zuboff looked at psychological factors.[72] Zuboff, in her five year study of eight pioneering corporations made the important distinction between “automating technologies” and “infomating technologies”. She studied the effect that both had on individual workers, managers, and organizational structures. She largely confirmed Peter Drucker's predictions three decades earlier, about the importance of flexible decentralized structure, work teams, knowledge sharing, and the central role of the knowledge worker. Zuboff also detected a new basis for managerial authority, based not on position or hierarchy, but on knowledge (also predicted by Drucker) which she called “participative management”.[73]
In 1990, Peter Senge, who had collaborated with Arie de Geus at Dutch Shell, borrowed de Geus' notion of the learning organization, expanded it, and popularized it. The underlying theory is that a company's ability to gather, analyze, and use information is a necessary requirement for business success in the information age. (See organizational learning.) In order to do this, Senge claimed that an organization would need to be structured such that:[74]
· People can continuously expand their capacity to learn and be productive,

· New patterns of thinking are nurtured,

· Collective aspirations are encouraged, and

· People are encouraged to see the “whole picture” together.

Senge identified five components of a learning organization. They are:

· Personal responsibility, self reliance, and mastery — We accept that we are the masters of our own destiny. We make decisions and live with the consequences of them. When a problem needs to be fixed, or an opportunity exploited, we take the initiative to learn the required skills to get it done.

· Mental models — We need to explore our personal mental models to understand the subtle effect they have on our behaviour.

· Shared vision — The vision of where we want to be in the future is discussed and communicated to all. It provides guidance and energy for the journey ahead.

· Team learning — We learn together in teams. This involves a shift from “a spirit of advocacy to a spirit of enquiry”.

· Systems thinking — We look at the whole rather than the parts. This is what Senge calls the “Fifth discipline”. It is the glue that integrates the other four into a coherent strategy. For an alternative approach to the “learning organization”, see Garratt, B. (1987).

Since 1990 many theorists have written on the strategic importance of information, including J.B. Quinn,[75] J. Carlos Jarillo,[76] D.L. Barton,[77] Manuel Castells,[78] J.P. Lieleskin,[79] Thomas Stewart,[80] K.E. Sveiby,[81] Gilbert J. Probst,[82] and Shapiro and Varian[83] to name just a few.

Thomas A. Stewart, for example, uses the term intellectual capital to describe the investment an organization makes in knowledge. It is comprised of human capital (the knowledge inside the heads of employees), customer capital (the knowledge inside the heads of customers that decide to buy from you), and structural capital (the knowledge that resides in the company itself).

Manuel Castells, describes a network society characterized by: globalization, organizations structured as a network, instability of employment, and a social divide between those with access to information technology and those without.

Stan Davis and Christopher Meyer (1998) have combined three variables to define what they call the BLUR equation. The speed of change, Internet connectivity, and intangible knowledge value, when multiplied together yields a society's rate of BLUR. The three variables interact and reinforce each other making this relationship highly non-linear.

Regis McKenna posits that life in the high tech information age is what he called a “real time experience”. Events occur in real time. To ever more demanding customers “now” is what matters. Pricing will more and more become variable pricing changing with each transaction, often exhibiting first degree price discrimination. Customers expect immediate service, customized to their needs, and will be prepared to pay a premium price for it. He claimed that the new basis for competition will be time based competition.[84]
Geoffrey Moore (1991) and R. Frank and P. Cook[85] also detected a shift in the nature of competition. In industries with high technology content, technical standards become established and this gives the dominant firm a near monopoly. The same is true of networked industries in which interoperability requires compatibility between users. An example is word processor documents. Once a product has gained market dominance, other products, even far superior products, cannot compete. Moore showed how firms could attain this enviable position by using E.M. Rogers five stage adoption process and focusing on one group of customers at a time, using each group as a base for marketing to the next group. The most difficult step is making the transition between visionaries and pragmatists (See Crossing the Chasm). If successful a firm can create a bandwagon effect in which the momentum builds and your product becomes a de facto standard.

Evans and Wurster describe how industries with a high information component are being transformed.[86] They cite Encarta's demolition of the Encyclopedia Britannica (whose sales have plummeted 80% since their peak of $650 million in 1990). Many speculate that Encarta’s reign will be short-lived, eclipsed by collaborative encyclopedias like Wikipedia that can operate at very low marginal costs. Evans also mentions the music industry which is desperately looking for a new business model. The upstart information savvy firms, unburdened by cumbersome physical assets, are changing the competitive landscape, redefining market segments, and disintermediating some channels. One manifestation of this is personalized marketing. Information technology allows marketers to treat each individual as its own market, a market of one. Traditional ideas of market segments will no longer be relevant if personalized marketing is successful.

The technology sector has provided some strategies directly. For example, from the software development industry agile software development provides a model for shared development processes.

Access to information systems have allowed senior managers to take a much more comprehensive view of strategic management than ever before. The most notable of the comprehensive systems is the balanced scorecard approach developed in the early 1990's by Drs. Robert S. Kaplan (Harvard Business School) and David Norton (Kaplan, R. and Norton, D. 1992). It measures several factors financial, marketing, production, organizational development, and new product development in order to achieve a 'balanced' perspective.

15.5.  The psychology of strategic management
Several psychologists have conducted studies to determine the psychological patterns involved in strategic management. Typically senior managers have been asked how they go about making strategic decisions. A 1938 treatise by Chester Barnard, that was based on his own experience as a business executive, sees the process as informal, intuitive, non-routinized, and involving primarily oral, 2-way communications. Bernard says “The process is the sensing of the organization as a whole and the total situation relevant to it. It transcends the capacity of merely intellectual methods, and the techniques of discriminating the factors of the situation. The terms pertinent to it are “feeling”, “judgement”, “sense”, “proportion”, “balance”, “appropriateness”. It is a matter of art rather than science.”[87]
In 1973, Henry Mintzberg found that senior managers typically deal with unpredictable situations so they strategize in ad hoc, flexible, dynamic, and implicit ways. He says, “The job breeds adaptive information-manipulators who prefer the live concrete situation. The manager works in an environment of stimulous-response, and he develops in his work a clear preference for live action.”[88]
In 1982, John Kotter studied the daily activities of 15 executives and concluded that they spent most of their time developing and working a network of relationships from which they gained general insights and specific details to be used in making strategic decisions. They tended to use “mental road maps” rather than systematic planning techniques.[89]
Daniel Isenberg's 1984 study of senior managers found that their decisions were highly intuitive. Executives often sensed what they were going to do before they could explain why.[90] He claimed in 1986 that one of the reasons for this is the complexity of strategic decisions and the resultant information uncertainty.[91]
Shoshana Zuboff (1988) claims that information technology is widening the divide between senior managers (who typically make strategic decisions) and operational level managers (who typically make routine decisions). She claims that prior to the widespread use of computer systems, managers, even at the most senior level, engaged in both strategic decisions and routine administration, but as computers facilitated (She called it “deskilled”) routine processes, these activities were moved further down the hierarchy, leaving senior management free for strategic decions making.

In 1977, Abraham Zaleznik identified a difference between leaders and managers. He describes leadershipleaders as visionaries who inspire. They care about substance. Whereas managers are claimed to care about process, plans, and form.[92] He also claimed in 1989 that the rise of the manager was the main factor that caused the decline of American business in the 1970s and 80s. Lack of leadership is most damaging at the level of strategic management where it can paralyze an entire organization.[93]
According to Corner, Kinichi, and Keats,[94] strategic decision making in organizations occurs at two levels: individual and aggregate. They have developed a model of parallel strategic decision making. The model identifies two parallel processes both of which involve getting attention, encoding information, storage and retrieval of information, strategic choice, strategic outcome, and feedback. The individual and organizational processes are not independent however. They interact at each stage of the process.

15.6.  Reasons why strategic plans fail
There are many reasons why strategic plans fail, especially:

· Failure to understand the customer 

· Why do they buy

· Is there a real need for the product

· inadequate or incorrect marketing research
· Inability to predict environmental reaction 

· What will competitors do 

· Fighting brands
· Price wars
· Will government intervene

· Over-estimation of resource competence 

· Can the staff, equipment, and processes handle the new strategy

· Failure to develop new employee and management skills

· Failure to coordinate 

· Reporting and control relationships not adequate

· Organizational structure not flexible enough

· Failure to obtain senior management commitment 

· Failure to get management involved right from the start

· Failure to obtain sufficient company resources to accomplish task

· Failure to obtain employee commitment 

· New strategy not well explained to employees

· No incentives given to workers to embrace the new strategy

· Under-estimation of time requirements 

· No critical path analysis done

· Failure to follow the plan 

· No follow through after initial planning

· No tracking of progress against plan

· No consequences for above

· Failure to manage change 

· Inadequate understanding of the internal resistance to change

· Lack of vision on the relationships between processes, technology and organization

· Poor communications 

· Insufficient information sharing among stakeholders

· Exclusion of stakeholders and delegates

15.7.  Criticisms of strategic management
Although a sense of direction is important, it can also stifle creativity, especially if it is rigidly enforced. In an uncertain and ambiguous world, fluidity can be more important than a finely tuned strategic compass. When a strategy becomes internalized into a corporate culture, it can lead to group think. It can also cause an organization to define itself too narrowly. An example of this is marketing myopia.

Many theories of strategic management tend to undergo only brief periods of popularity. A summary of these theories thus inevitably exhibits survivorship bias (itself an area of research in strategic management). Many theories tend either to be too narrow in focus to build a complete corporate strategy on, or too general and abstract to be applicable to specific situations. Populism or faddishness can have an impact on a particular theory's life cycle and may see application in inappropriate circumstances. See business philosophies and popular management theories for a more critical view of management theories.

In 2000, Gary Hamel coined the term strategic convergence to explain the limited scope of the strategies being used by rivals in greatly differing circumstances. He lamented that strategies converge more than they should, because the more successful ones get imitated by firms that do not understand that the strategic process involves designing a custom strategy for the specifics of each situation.[95]
Ram Charan, aligning with a popular marketing tagline, believes that strategic planning must not dominate action. "Just do it!", while not quite what he meant, is a phrase that nevertheless comes to mind when combatting analysis paralysis.

15.8.  Journals devoted primarily to strategic management
· Strategic Management Journal[2]
· Harvard Business Review

· The Journal of Business Strategy

· Long Range Planning – house journal of the Strategic Planning Society

· Strategy and Leadership [3]
15.9.  Magazines that frequently contain strategic management articles
· Forbes

· The Economist

· The Wall Street Journal

· Harvard Business Review

· MIT Sloan Management Review

· Strategic Management Journal

· Academy of Management Journal

· Strategy – house magazine of the Strategic Planning Society

· Fast Company - business management version of Wired

15.10.  See also on the web
· Strategic planning
· Marketing strategies
· Military strategy
· Business model
· Business plan
· Marketing plan
· Value migration
· Management
· Marketing
· Proximity mapping
· Management consulting
· Strategy visualization
· Morphological analysis
References on the end of book

15.12.  External links
· The Journal of Business Strategies
· Strategic Planning Society
16. Strategy and International Business      

     
Major business strategies either based on industrial organization approach or resource based view (RBV) and its evolved concept of dynamic capability suggest that monopolization of market is the normal endeavor of firms and this endeavor gets amply reflected in the expansion of monopolization through the expansion of intellectual property rights such as patenting and copyrights. This article suggests a framework consisting of both market and nonmarket strategies to explain the firm's attempt to expand monopolistic control in international market through the expansion of intellectual property rights. This article argues that international business strategy basically consists of both nonmarket and market strategies and operates at two levels, macro and micro. It suggests that at macro level that is at the level of external institutional environmental level, nonmarket strategy has helped firms more than the market strategy whereas at micro level i.e. corporate level, market strategy plays a more significant role.
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ELECTIVE UNITS:

E.1 Organisational Analysis and Development

This paper explores the manner in which 'the problem of agency' has been reflected in the development of organizational analysis as a field of study and as an intellectual practice. The development of the latter is seen to be shaped by successive attempts to come to terms with the former in four interrelated aspects. 

-First, as an intellectual leitmotif directing the trajectory of the historical development of organizational analysis. 

-Second, as an analytical and methodological conundrum focussing theoretical and technical debate within the field. 

-Third, as a moral preoccupation shaping a wider ethical debate over the implications of organized action for individual conduct. 

-Fourth, as an ideological discourse within which conflicting views concerning the socio-political relevance of complex organizations can be expressed. 

The general implications of this exploration for the present condition and future development of organizational analysis are also considered.

A.  Organization analysis

Context of organization analysis, also known as environmental scanning, is a method to analyze the environment in which a business operates. Environmental scanning mainly focuses on the macro environment of a business. But context analysis considers the entire environment of a business, its internal and external environment. This is an important aspect of business planning. One kind of context analysis, called SWOT analysis, allows the business to gain an insight into their strengths and weaknesses and also the opportunities and threats posed by the market within which they operate. The main goal of a context analysis, SWOT or otherwise, is to analyze the environment in order to develop a strategic plan of action for the business.

E.1.A.1.  Method
Figure 1 depicts the sequence of activities involved in conducting context analysis and it also depicts the data output of each activity.


The left side of the figure shows the process (activities) of the method; mainly consisting of three analyses on different organizational levels: trend analysis (macro environment), competitor analysis (meso environment) and organization analysis (micro environment). These activities are described in the table below and are further elaborated in the next section.

Activities:
	Activity
	Sub Activity
	Description

	Define market
	
	This refers to having a concrete description to which market you are going to analyze.

	Trend Analysis
	Political trend analysis
	Determine those political factors/changes that can have impact on the organization.

	
	Economical trend analysis
	Identify economical factors/trends that can have impact on the organization.

	
	Social trend analysis
	Identify social factors/trends that can have impact on the organization.

	
	Technological trend analysis
	Identify technological factors/trends that have impact on the organization.

	
	Demographic trend analysis
	Identify those demographic factors/trends that have an impact on the organization

	Competitor Analysis
	Determine competition levels
	Determine for each of the four competition levels how the organization competes opposed to its competition.

	
	Analyze competitive forces
	For each competitive force determine how the level of competition is within the industry.

	
	Analyze competitor behavior
	Analyze how the competition’s offense and defense tactics are.

	
	Determine competitor strategies
	Determine out of the two strategies ( low-cost and differentiation) how to compete with the competition.

	Define opportunities and threats
	
	Based on the trend analysis and the competition analysis determine the opportunities and threats the organization faces with regard to the market.

	Organization Analysis
	Conduct internal analysis
	Analyze the internal environment of the organization. Identify the organizations strengths and weaknesses

	
	Conduct competence analysis
	Analyze the organization and identify its competences.

	Create SWOT-I Matrix
	
	Create a matrix which depicts the strengths, weaknesses, opportunities and threats identified previously.

	Develop strategic plan
	
	Based on the SWOT-I matrix compare the strengths, weaknesses, opportunities and threats identified with the identified competences and determine a strategic plan.


The right side of the figure shows the data that result from each activity. As previously mentioned, the ultimate goal of this method is to devise a strategic plan. This is thus the main data output of the method. The strategic plan is comprised of three output data resulting from the three main analysis activities: Trend analysis, Competitor analysis and Organization analysis data. These are further subdivided into individual data outputs corresponding with the activity steps of the method. 

The following table provides a description of all the resulting data from the method:

	Data
	Definition (source)

	TREND ANALYSIS
	Analysis of the trends that can be of influence to an organization. This analysis aids organizations in making timely decisions about their activities and organization. Trend analysis consists of political trend analysis, economical trend analysis, social trend analysis, technological trend analysis and demographic trend analysis. (Van der Meer, 2005)

	POLITICAL TREND
	Political trends are short and long term changes in governmental policies. (Van der Meer, 2005)

	ECONOMICAL TREND
	Economical trends to changes to for example the rise or fall of prosperity and spending of consumers, globalization etc. (Van der Meer, 2005)

	TECHNOLOGICAL TREND
	Technological trends are changes due to ever changing technological developments. The main issue here is for the organization to determine how they can take advantage hereof to make money. (Van der Meer, 2005)

	SOCIAL TREND
	Social trends are changes in what is or is not important to people within the society. (Van der Meer, 2005)

	DEMOGRAPHICAL TREND
	Demographic trends are changes in the population. For example, its size, age groups, religion, salaries etc. An organization needs to pay attention to these changes because this can effect the demand. (Van der Meer, 2005)

	COMPETITOR ANALYSIS
	It is important for an organization to know who the competition is, how they operate and how powerful they are in order to survive in a particular market. (Van der Meer, 2005)

	COMPETITION LEVEL
	Companies compete on several levels, like on the basis of the needs of consumers, general competition, product competition and brand competition. The organization should concentrate on all four levels to be able to understand the demand. (Van der Meer, 2005)

	CONSUMER NEEDS
	This level is the level of competition that refers to the needs and desires of consumers. A company should ask: What are the desires of the consumers?

	GENERAL COMPETITION
	This level of competition refers to the kind of demand consumers have. (for example: do consumers prefer shaving with electric razor or a razor blade)

	PRODUCT
	This level refers to the type of demand. Thus what types of products do consumers prefer?

	BRAND
	This level refers to brand competition. Which brands are preferable to a consumer?

	COMPETITIVE FORCE
	Forces that determine the organizations level of competition within a particular market. There are six forces that have to be taken into consideration, power of the competition, threat of new entrants, bargaining power of buyers and suppliers, threat of substitute products and the importance of complementary products. (Van der Meer, 2005)

	COMPETITION POWER
	Competition power refers to identifying who your direct competitors are.

	NEW ENTRANTS
	Regarding this competitive force, an organization should ask themselves: how easy is it for a newcomer to enter the market and are there already newcomers who have entered?

	BARGAINING POWER OF BUYERS
	The bargaining power of buyers refers to how much influence the company has on the buyers. Can they persuade the buyers to do business with them?

	BARGAINING POWER OF SUPPLIERS
	The bargaining power of suppliers is how much influence does a supplier have over a company.

	COMPLEMENTARY PRODUCTS
	Complementary products are products or services that can diminish the demand of a companies products and services.

	SUBSTITUTE PRODUCTS
	A company should answer the following: Which products can potentially be used instead of ours?

	COMPETITOR BEHAVIOR
	Refer to the defensive and offensive actions of the competition. (Van der Meer, 2005)

	COMPETITOR STRATEGY
	These strategies refer to how an organization competes with other organizations. And these are only two, low price strategy and product differentiation. (Van der Meer, 2005)

	OPPORTUNITIES AND THREATS
	These refer to the opportunities and strengths of the organization with regard to the market.

	ORGANIZATION ANALYSIS
	This analysis refers to which knowledge and skills are present within an organization. (Van der Meer, 2005)

	STRENGHTH
	Factors within an organization that results in a market advantage. (Van der Meer, 2005)

	WEAKNESS
	Aspects that are needed in the market but which the organization is unable to comply with. (Van der Meer, 2005)

	COMPETENCE
	The combination between knowledge, skills and technology that an organization has or still have to achieve. (Van der Meer, 2005)

	SWOT-i MATRIX
	A description if the strengths, weaknesses and opportunities and threats of an organization. The matrix can be used to determine how to use organizations strengths to exploit the opportunities in the market and to address its weaknesses and defend itself against threats in the market. (Ward & Peppard,2002)

	STRATEGIC PLAN
	This is a strategic plan of action for the organization as a result of conducting context analysis. The trend and competitor analysis gives insight to the opportunities and threats in the market and the internal analysis gives insight to the competences of the organization. And by combining these competences and opportunities and strengths a strategic plan can be developed. (Van der Meer , 2005)


In the following sections a complete elaboration is given of the activities of the method presented in this section.

E.1.A.2.  Define market or subject
The first step of the method is to define a particular market (or subject) one wishes to analyze and focus all analysis techniques on what was defined. A subject, for example, can be a newly proposed product idea.

E.1.A.3.  Trend Analysis
The next step of the method is to conduct a trend analysis. Trend analysis is an analysis of macro environmental factors in the external environment of a business, also called PEST analysis. It consists of analyzing political, economical, social, technological and demographic trends. This can be done by first determining which factors, on each level, are relevant for the chosen subject and to score each item as to specify its importance. This allows the business to identify those factors that can influence them. They can’t control these factors but they can try to cope with them by adapting themselves. The trends (factors) that are addressed in PEST analysis are Political, Economical, Social and Technological; but for context analysis Demographic trends are also of importance. Demographic trends are those factors that have to do with the population, like for example average age, religion, education etc. Demographic information is of importance if, for example during market research, a business wants to determine a particular market segment to target. The other trends are described in environmental scanning and PEST analysis. Trend analysis only covers part of the external environment. Another important aspect of the external environment that a business should consider is its competition. This is the next step of the method, competitor analysis.

E.1.A.4.  Competitor Analysis
As one can imagine, it is important for a business to know who its competition is, how they do their business and how powerful they are so that they can be on the defense and offence. In Competitor analysis a couple of techniques are introduced how to conduct such an analysis. Here I will introduce another technique which involves conducting four sub analyses, namely: determining of competition levels, competitive forces, competitor behavior and competitor strategy.

E.1.A.4.1.  Competition levels
Businesses compete on several levels and it is important for them to analyze these levels so that they can understand the demand. Competition is identified on four levels:

· Consumer needs: level of competition that refers to the needs and desires of consumers. A business should ask: What are the desires of the consumers?

· General competition: The kind of consumer demand. For example: do consumers prefer shaving with electric razor or a razor blade?

· Brand: This level refers to brand competition. Which brands are preferable to a consumer?

· Product: This level refers to the type of demand. Thus what types of products do consumers prefer?

Another important aspect of a competition analysis is to increase the consumer insight. For example: [Ducatti] has, by interviewing a lot of their customers, concluded that their main competitor is not another bicycle, but sport-cars like [Porsche] or [GM]. This will of course influence the competition level within this business.

E.1.A.4.2.  Competitive forces
These are forces that determine the level of competition within a particular market. There are six forces that have to be taken into consideration, power of the competition, threat of new entrants, bargaining power of buyers and suppliers, threat of substitute products and the importance of complementary products. This analysis is described in Porter 5 forces analysis.

E.1.A.4.3.  Competitor behavior
Competitor behaviors are the defensive and offensive actions of the competition.

E.1.A.4.4.  Competitor strategy
These strategies refer to how an organization competes with other organizations. And these are: low price strategy and product differentiation strategy.

E.1.A.5.  Opportunities and Threats
The next step, after the trend analysis and competitor analysis are conducted, is to determine threats and opportunities posed by the market. The trends analysis revealed a set of trends that can influence the business in either a positive or a negative manner. These can thus be classified as either opportunities or threats. Likewise, the competitor analysis revealed positive and negative competition issues that can be classified as opportunities or threats.

E.1.A.6.  Organization Analysis
The last phase of the method is an analysis of the internal environment of the organization, thus the organization itself. The aim is to determine which skills, knowledge and technological fortes the business possesses. This entails conducting an internal analysis and a competence analysis.

E.1.A.6.1.   Internal analysis
The internal analysis, also called SWOT analysis, involves identifying the organizations strengths and weaknesses. The strengths refer to factors that can result in a market advantage and weaknesses to factors that give a disadvantage because the business is unable to comply with the market needs.

E.1.A.6.2.  Competence analysis
Competences are the combination of a business’ knowledge, skills and technology that can give them the edge versus the competition. Conducting such an analysis involves identifying market related competences, integrity related competences and functional related competences.

E.1.A.7.   SWOT-i matrix
The previous sections described the major steps involved in context analysis. All these steps resulted in data that can be used for developing a strategy. These are summarized in a SWOT-i matrix. The trend and competitor analysis revealed the opportunities and threats posed by the market. The organization analysis revealed the competences of the organization and also its strengths and weaknesses. These strengths, weaknesses, opportunities and threats summarize the entire context analysis. A SWOT-i matrix , depicted in the table below, is used to depict these and to help visualize the strategies that are to be devised. SWOT- i stand for Strengths, Weaknesses, Opportunities, Threats and Issues. The Issues refer to strategic issues that will be used to devise a strategic plan.

	
	Opportunities (O1, O2, ..., On)
	Threats (T1, T2, ..., Tn)

	Strengths (S1, S2, ..., Sn)
	S1O1...SnO1
...
S1On...SnOn
	S1T1...SnT1
...
S1Tn...SnTn

	Weaknesses (W1, W2, ..., Wn)
	W1O1...WnO1
...
W1On...WnOn
	W1T1...WnT1
...
W1Tn...WnTn


This matrix combines the strengths with the opportunities and threats, and the weaknesses with the opportunities and threats that were identified during the analysis. Thus the matrix reveals four clusters:

· Cluster strengths and opportunities: use strengths to take advantage of opportunities.

· Cluster strengths and threats: use strengths to overcome the threats

· Cluster weaknesses and opportunities: certain weaknesses hamper the organization from taking advantage of opportunities therefore they have to look for a way to turn those weaknesses around.

· Cluster weaknesses and threats: there is no way that the organization can overcome the threats without having to make major changes.

E.1.A.8.   Strategic Plan
The ultimate goal of context analysis is to develop a strategic plan. The previous sections described all the steps that form the stepping stones to developing a strategic plan of action for the organization .The trend and competitor analysis gives insight to the opportunities and threats in the market and the internal analysis gives insight to the competences of the organization. And these were combined in the SWOT-i matrix. The SWOT-i matrix helps identify issues that need to be dealt with. These issues need to be resolved by formulating an objective and a plan to reach that objective, a strategy.

E.1.A.9.   Example
In this section I’ll present a complete example of how one should conduct context analysis. It will consist of examples for each step of the method presented in the previous section for a fictitious business.

Joe Arden is in the process of writing a business plan for his business idea, Arden Systems. Arden Systems will be a software business that focuses on the development of software for small businesses. Joe realizes that this is a tough market because there are many software companies that develop business software. Therefore, he conducts context analysis to gain insight into the environment of the business in order to develop a strategic plan of action to achieve competitive advantage within the market.

E.1.A.9.1.   Define market
First step is to define a market for analysis. Joe decides that he wants to focus on small businesses consisting of at most 20 employees.

E.1.A.9.2.   Trend Analysis
Next step is to conduct trend analysis. The macro environmental factors that Joe should take into consideration are as follows:

· Political trend: Intellectual property rights

· Economical trend: Economic growth

· Social trend: Reduce operational costs; Ease for conducting business administration

· Technological trend: Software suites; Web applications

· Demographic trend: Increase in the graduates of IT related studies

E.1.A.9.3.   Competitor Analysis
Following trend analysis is competitor analysis. Joe analyzes the competition on four levels to gain insight into how they operate and where advantages lie.

· Competition level: 

· Consumer need: Arden Systems will be competing on the fact that consumers want efficient and effective conducting of a business

· Brand: There are software businesses that have been making business software for a while and thus have become very popular in the market. Competing based on brand will be difficult.

· Product: They will be packaged software like the major competition.

· Competitive forces: Forces that can affect Arden Systems are in particular: 

· The bargaining power of buyers: the extent to which they can switch from one product to the other.

· Threat of new entrants: it is very easy for someone to develop a new software product that can be better than Arden’s.

· Power of competition: the market leaders have most of the cash and customers; they have to power to mold the market.

· Competitor behavior: The focus of the competition is to take over the position of the market leader.

· Competitor strategy: Joe intends to compete based on product differentiation.

E.1.A.9.4.   Opportunities and Threats
Now that Joe has analyzed the competition and the trends in the market he can define opportunities and threats.

· Opportunities: 

· Because the competitors focus on taking over the leadership position, Arden can focus on those segments of the market that the market leader ignores. This allows them to take over where the market leader shows weakness.

· The fact that there are new IT graduates, Arden can employ or partner with someone that may have a brilliant idea.

· Threats: 

· IT graduates with fresh idea’s can start their own software businesses and form a major competition for Arden Systems.

E.1.A.9.5.   Organization Analysis
After Joe has identified the opportunities and threats of the market he can try and figure out what Arden System’s strengths and weaknesses are by doing an organization analyses.

· Internal Analysis: 

· Strength: Product differentiation

· Weakness: Lacks innovative people within the organization

· Competence analysis: 

· Functional related competence: Arden Systems provides system functionalities that fit small businesses.

· Market related competence: Arden Systems has the opportunity to focus on a part of the market which is ignored.

E.1.A.9.6.   SWOT-i matrix
After the previous analyses, Joe can create a SWOT-i matrix to perform SWOT analysis.

	
	Opportunities
	Threats

	Strengths
	Product differentiation, market leader ignores market segment
	

	Weaknesses
	
	Lack of innovation, increase in IT graduates


E.1.A.9.7.   Strategic Plan
After creating the SWOT-i matrix, Joe is now able to devise a strategic plan.

· Focus all software development efforts to that part of the market which is ignored by market leaders, small businesses.

· Employ recent innovative It graduates to stimulate the innovation within Arden Systems.

E.1.A.   See also
· Organization design
· Segmenting and positioning
· Environmental scanning
· Market research
· SWOT analysis
· PESTLE analysis
· Gap analysis
E.1.A.11.   References on the end of book

B.  Organization development
Organization development is the process through which an organization develops the internal capacity to be the most effective it can be in its mission work and to sustain itself over the long term. This definition highlights the explicit connection between organizational development work and the achievement of organizational mission. This connection is the rationale for doing OD work. Organization development, according to Richard Beckhard, is defined as: a planned effort, organization-wide, managed from the top, to increase organization effectiveness and health, through planned interventions in the organization's 'processes', using behavioural science knowledge.[1]
There are also a number of methodologies specifically dedicated to Organization Development such as Peter Senge’s 5th Discipline and Arthur F. Carmazzi’s Directive Communication. These are a few of more popular approaches that have been developed into a system for specific outcomes such as the 5th Discipline’s “learning organization” or Directive Communication’s “Organizational culture enhancement”.

According to Warren Bennis, organization development (OD) is a complex strategy intended to change the beliefs, attitudes, values, and structure of organizations so that they can better adapt to new technologies, markets, and challenges.

Warner Burke emphasizes that OD is not just "anything done to better an organization"; it is a particular kind of change process designed to bring about a particular kind of end result. OD involves organizational reflection, system improvement, planning, and self-analysis.

The term "Organization Development" is often used interchangeably with Organizational effectiveness, especially when used as the name of a department or a part of the Human Resources function within an organization.

Organization Development is a growing field that is responsive to many new approached including Positive Adult Development.

1.E.B.1  Definition
At the core of OD is the concept of an organization, defined as two or more people working together toward one or more shared goals. Development in this context is the notion that an organization may become more effective over time at achieving its goals.

"OD is a long range effort to improve organization's problem solving and renewal processes, particularly through more effective and collaborative management of organization culture-with specific emphasis on the culture of formal workteams-with the assistance of a change agent or catalyst and the use of the theory and technology of applied behavioral science including action research"

1.E.B.2   History
Kurt Lewin (1898 - 1947) is widely recognized as the founding father of OD, although he died before the concept became current in the mid-1950s. From Lewin came the ideas of group dynamics, and action research which underpin the basic OD process as well as providing its collaborative consultant/client ethos. Institutionally, Lewin founded the Research Center for Group Dynamics at MIT, which moved to Michigan after his death. RCGD colleagues were among those who founded the National Training Laboratories (NTL), from which the T-group and group-based OD emerged. In the UK, working as close as was possible with Lewin and his colleagues, the Tavistock Institute of Human Relations was important in developing systems theories. Important too was the joint TIHR journal Human Relations, although nowadays the Journal of Applied Behavioral Sciences is seen as the leading OD journal.

In recent years, serious questioning has emerged about the relevance of OD to managing change in modern organizations. The need for "reinventing" the field has become a topic that even some of its "founding fathers" are discussing critically. [2]
1.E.B.3   Important figures
· Chris Argyris
· Richard Beckhard
· Arthur Carmazzi
· Kenneth Benne
· Robert R. Blake
· Leland Bradford
· W. Warner Burke
· Tom Cummings
· Fred Emery
· Charles Handy
· Elliott Jaques
· Kurt Lewin
· Rensis Likert
· Gordon Lippitt
· Ronald Lippitt
· Jane Mouton
· William J. Rothwell
· Edgar Schein
· Donald Schon
· Peter Senge
· Eric Trist
· Saul Eisen
1.E.B.4   See also

OD in topics
· Action research
· Appreciative inquiry
· Chaos theory in organizational development
· Collaboration
· Collaborative method
· Employee research
· Executive development
· Group process & Group development
· Knowledge Management
· Leadership development
· Managing change
· Organizational communication
· Organizational culture
· Organizational engineering
· Organizational learning
· Organizational performance
· Performance improvement
· Positive Adult Development
· Process improvement
· Quality
· Social network
· Strategic planning
· Succession planning
· Systems intelligence
· Systems thinking
· Team building
· T-groups
· Value network
· Workplace democracy
· Workplace spirituality
· Workforce planning
Milestones

· Appreciative inquiry
· Hawthorne effect
· Human Relations Movement
OD in context

· Change management
· Coaching
· Facilitation
· Human resources
· Industrial and organizational psychology
· Training and development
1.E.B.5   References on the end of book

1.E.B.6   External links
· Organization Development Institute
· The Society for Industrial Organizational Psychology
· The Organization Development Network
· Academy of Management Organization Development and Change Division
· International Organization Development Association
· Fielding Graduate University
E.2.   Managerial Leadership

E.2.A.   Management
Management comprises directing and controlling a group of one or more people or entities for the purpose of coordinating and harmonizing them towards accomplishing a goal. Management often encompasses the deployment and manipulation of human resources, financial resources, technological resources, and natural resources. Management can also refer to the person or people who perform the act(s) of management.

The verb manage comes from the Italian maneggiare (to handle — especially a horse), which in turn derives from the Latin manus (hand). The French word mesnagement (later ménagement) influenced the development in meaning of the English word management in the 17th a E.2.A.1   Management functions

E.2.A.1.1   Different levels of management
E.2.A .1.1.1.   Top-level management
· Top-level managers require an extensive knowledge of management roles and skills.

· They have to be very aware of external factors such as markets.

· Their decisions are generally of a long-term nature.

· They are responsible for strategic decisions.

· They have to chalk out the plan and see that plan may be effective in future.

E.2.A.1.1.2.   Middle management
· Mid-level managers have a specialised understanding of certain managerial tasks.

· They are responsible for and carrying out the decisions made by top-level management.

· They are responsible for tactical decisions.

E.2.A.1.1.3.   Lower management
· This level of management ensures that the decisions and plans taken by the other two are carried out.

· Lower-level managers' decisions are generally short-term ones.

E.2.A.1.2.   Formation of the business policy
· The mission of the business is its most obvious purpose -- which may be, for example, to make soap.

· The objective of the business refers to the ends or activity at which a certain task is aimed.

· The business's policy is a guide that stipulates rules, regulations and objectives, and may be used in the managers' decision-making. It must be flexible and easily interpreted and understood by all employees.

· The business's strategy refers to the plan of action that it is going to take, as well as the resources that it will be using, to achieve its mission and objectives. It is a guideline to managers, stipulating how they ought to use best the factors of production to the business's advantage. Initially, it could help the managers decide on what type of business they want to form.

E.2.A.1.2.1.   How to implement policies and strategies
· All policies and strategies must be discussed with all managerial personnel and staff.

· Managers must understand where and how they can implement their policies and strategies.

· A plan of action must be devised for each department.

· Policies and strategies must be reviewed regularly.

· Contingency plans must be devised in case the environment changes.

· Assessments of progress ought to be carried out regularly by top-level managers.

· A good environment is required within the business.

 E.2.A.1.2.2.   The development of policies and strategies
· The missions, objectives, strengths and weaknesses of each department must be analysed to determine their roles in achieving the business's mission.

· The forecasting method develops a reliable picture of the business's future environment.

· A planning unit must be created to ensure that all plans are consistent and that policies and strategies are aimed at achieving the same mission and objectives.

· Contingency plans must be developed, just in case.

All policies must be discussed with all managerial personnel and staff that is required in the execution of any departmental policy.

E.2.A.1.2.3.   Where policies and strategies fit into the planning process
· They give mid- and lower-level managers a good idea of the future plans for each department.

· A framework is created whereby plans and decisions are made.

· Mid- and lower-level management may add their own plans to the business's strategic ones.

E.2.A.1.3.   Basic functions of management
Management operates through various functions, often classified as planning, organizing, leading/motivating and controlling.

· Planning: deciding what needs to happen in the future (today, next week, next month, next year, over the next five years, etc.) and generating plans for action.

· Organizing: making optimum use of the resources required to enable the successful carrying out of plans.

· Leading/Motivating: exhibiting skills in these areas for getting others to play an effective part in achieving plans.

· Controlling: monitoring -- checking progress against plans, which may need modification based on feedback.

E.2.A.2.   Theoretical scope
Mary Parker Follett (1868–1933), who wrote on the topic in the early twentieth century, defined management as "the art of getting things done through people". [2] One can also think of management functionally, as the action of measuring a quantity on a regular basis and of adjusting some initial plan; or as the actions taken to reach one's intended goal. This applies even in situations where planning does not take place. From this perspective, Frenchman Henri Fayol [3] considers management to consist of five functions:

1. planning
2. organizing
3. leading
4. co-ordinating
5. controlling
Some people, however, find this definition, while useful, far too narrow. The phrase "management is what managers do" occurs widely, suggesting the difficulty of defining management, the shifting nature of definitions, and the connection of managerial practices with the existence of a managerial cadre or class.

One habit of thought regards management as equivalent to "business administration", although this then excludes management in places outside commerce, as for example in charities and in the public sector. Nonetheless, many people refer to university departments which teach management as "business schools." Some institutions (such as the Harvard Business School) use that name while others (such as the Yale School of Management) employ the more inclusive term "management."

Speakers of English may also use the term "management" or "the management" as a collective word describing the managers of an organization, for example of a corporation. Historically this use of the term was often contrasted with the term "Labor" referring to those being managed.

E.2.A.3.  Historical development
Difficulties arise in tracing the history of management. Some see it (by definition) as a late modern (in the sense of late modernity) conceptualization. On those terms it cannot have a pre-modern history, only harbingers (such as stewards). Others, however, detect management-like activities in the pre-modern past. Some writers[Who?] trace the development of management-thought back to Sumerian traders and to the builders of the pyramids of ancient Egypt. Slave-owners through the centuries faced the problems of exploiting/motivating a dependent but sometimes unenthusiastic or recalcitrant workforce, but many pre-industrial enterprises, given their small scale, did not feel compelled to face the issues of management systematically. However, innovations such as the spread of Hindu-Arabic numerals (5th to 15th centuries) and the codification of double-entry book-keeping (1494) provided tools for management assessment, planning and control.

Given the scale of most commercial operations and the lack of mechanized record-keeping and recording before the industrial revolution, it made sense for most owners of enterprises in those times to carry out management functions by and for themselves. But with growing size and complexity of organizations, the split between owners (individuals, industrial dynasties or groups of shareholders) and day-to-day managers (independent specialists in planning and control) gradually became more common.

E.2.A.3.1.   19th century
Some argue[citation needed] that modern management as a discipline began as an off-shoot of economics in the 19th century. Classical economists such as Adam Smith (1723 - 1790) and John Stuart Mill (1806 - 1873) provided a theoretical background to resource-allocation, production, and pricing issues. About the same time, innovators like Eli Whitney (1765 - 1825), James Watt (1736 - 1819), and Matthew Boulton (1728 - 1809) developed elements of technical production such as standardization, quality-control procedures, cost-accounting, interchangeability of parts, and work-planning. Many of these aspects of management existed in the pre-1861 slave-based sector of the US economy. That environment saw 4 million people, as the contemporary usages had it, "managed" in profitable quasi-mass production.

By the late 19th century, marginal economists Alfred Marshall (1842 - 1924) and Léon Walras (1834 - 1910) and others introduced a new layer of complexity to the theoretical underpinnings of management. Joseph Wharton offered the first tertiary-level course in management in 1881.

E.2.A.3.2   20th century
By about 1900 one finds managers trying to place their theories on what they regarded as a thoroughly scientific basis (see scientism for perceived limitations of this belief). Examples include Henry R. Towne's Science of management in the 1890s, Frederick Winslow Taylor's Scientific management (1911), Frank and Lillian Gilbreth's Applied motion study (1917), and Henry L. Gantt's charts (1910s). J. Duncan wrote the first college management textbook in 1911. In 1912 Yoichi Ueno introduced Taylorism to Japan and became first management consultant of the "Japanese-management style". His son Ichiro Ueno pioneered Japanese quality-assurance.


The first comprehensive theories of management appeared around 1920. The Harvard Business School invented the Master of Business Administration degree (MBA) in 1921. People like Henri Fayol (1841 - 1925) and Alexander Church described the various branches of management and their inter-relationships. In the early 20th century, people like Ordway Tead (1891 - 1973), Walter Scott and J. Mooney applied the principles of psychology to management, while other writers, such as Elton Mayo (1880 - 1949), Mary Parker Follett (1868 - 1933), Chester Barnard (1886 - 1961), Max Weber (1864 - 1920), Rensis Likert (1903 - 1981), and Chris Argyris (1923 - ) approached the phenomenon of management from a sociological perspective.


Peter Drucker (1909 – 2005) wrote one of the earliest books on applied management: Concept of the Corporation (published in 1946). It resulted from Alfred Sloan (chairman of General Motors until 1956) commissioning a study of the organisation. Drucker went on to write 39 books, many in the same vein.


H. Dodge, Ronald Fisher (1890 - 1962), and Thornton C. Fry introduced statistical techniques into management-studies. In the 1940s, Patrick Blackett combined these statistical theories with microeconomic theory and gave birth to the science of operations research. Operations research, sometimes known as "management science" (but distinct from Taylor's scientific management), attempts to take a scientific approach to solving management problems, particularly in the areas of logistics and operations.


Some of the more recent developments include the Theory of Constraints, management by objectives, reengineering, and various information-technology-driven theories such as agile software development, as well as group management theories such as Cog's Ladder.


As the general recognition of managers as a class solidified during the 20th century and gave perceived practitioners of the art/science of management a certain amount of prestige, so the way opened for popularised systems of management ideas to peddle their wares. In this context many management fads may have had more to do with pop psychology than with scientific theories of management.


Towards the end of the 20th century, business management came to consist of six separate branches, namely:

· Human resource management

· Operations management or production management

· Strategic management
· Marketing management
· Financial management
· Information technology management responsible for management information systems
E.2.A.3.3.   21st century
In the 21st century observers find it increasingly difficult to subdivide management into functional categories in this way. More and more processes simultaneously involve several categories. Instead, one tends to think in terms of the various processes, tasks, and objects subject to management.

Branches of management theory also exist relating to nonprofits and to government: such as public administration, public management, and educational management. Further, management programs related to civil-society organizations have also spawned programs in nonprofit management and social entrepreneurship.

Note that many of the assumptions made by management have come under attack from business ethics viewpoints, critical management studies, and anti-corporate activism.

As one consequence, workplace democracy has become both more common, and more advocated, in some places distributing all management functions among the workers, each of whom takes on a portion of the work. However, these models predate any current political issue, and may occur more naturally than does a command hierarchy. All management to some degree embraces democratic principles in that in the long term workers must give majority support to management; otherwise they leave to find other work, or go on strike. Hence management has started to become less based on the conceptualisation of classical military command-and-control, and more about facilitation and support of collaborative activity, utilizing principles such as those of human interaction management to deal with the complexities of human interaction. Indeed, the concept of Ubiquitous command-and-control posits such a transformation for 21st century military management.

E.2.A.4.   Nature of managerial work
In for-profit work, management has as its primary function the satisfaction of a range of stakeholders. This typically involves making a profit (for the shareholders), creating valued products at a reasonable cost (for customers), and providing rewarding employment opportunities (for employees). In nonprofit management, add the importance of keeping the faith of donors. In most models of management/governance, shareholders vote for the board of directors, and the board then hires senior management. Some organizations have experimented with other methods (such as employee-voting models) of selecting or reviewing managers; but this occurs only very rarely.

In the public sector of countries constituted as representative democracies, voters elect politicians to public office. Such politicians hire many managers and administrators, and in some countries like the United States political appointees lose their jobs on the election of a new president/governor/mayor. Some 2500 people serve at the pleasure of the United States Chief Executive, including all of the top US government executives.

Public, private, and voluntary sectors place different demands on managers, but all must retain the faith of those who select them (if they wish to retain their jobs), retain the faith of those people that fund the organization, and retain the faith of those who work for the organization. If they fail to convince employees of the advantages of staying rather than leaving, they may tip the organization into a downward spiral of hiring, training, firing, and recruiting. Management also has the task of innovating and of improving the functioning of organizations.

E.2.A.5.   Managerial levels/hierarchy
The management of a large organisation may have three levels:

1. Senior management (or "top management" or "upper management")

2. Middle management
3. Low-level management, such as supervisors or team-leaders
E.2.A.6.   Areas and categories and implementations of management
	· Accounting management
· Agile management
· Association management
· Capability Management
· Change management
· Communication management
· Constraint management
· Cost management
· Crisis management
· Critical management studies
· Customer relationship management
· Design management
· Disaster management
· Earned value management
· Educational management
· Enterprise management
· Environmental management
· Facility management
· Financial management
	· Human resources management
· Hospital management
· Information technology management
· Innovation management
· Interim management
· Inventory management
· Knowledge management
· Land management
· Leadership management
· Logistics management
· Lifecycle management
· Marketing management
· Materials management
· Operations management
· Organization development
· Perception management
· Program management
· Project management
· Process management
	· Performance management
· Product management
· Public administration
· Public management
· Quality management
· Records management
· Research management
· Resource management
· Risk management
· Skills management
· Social entrepreneurship
· Spend management
· Strategic management
· Stress management
· Supply chain management
· Systems management
· Talent management
· Time management
· Visual management
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E.2.A.8.   See also
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· Certified Business Manager
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· Management consulting
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· Management development
· Management fad
· Management styles
	· Managerialism
· Micromanagement
· Macromanagement
· Middle management
· Music management
· Organizational studies
· Predictive analytics
· Public administration
· Scientific management
· Senior management
· Social entrepreneurship
· Virtual management
· Peter Drucker's management by objectives
· Eliyahu M. Goldratt's Theory of Constraints
· Pointy Haired Boss — a negative stereotype of managers

	Lists

· List of basic management topics
· List of management topics
· List of marketing topics
· List of human resource management topics
· List of economics topics
· List of finance topics
· List of accounting topics
· List of information technology management topics
· List of production topics
· List of business law topics
· List of business ethics, political economy, and philosophy of business topics
· List of business theorists
· List of economists
· List of corporate leaders
· Timeline of management techniques


http://en.wikipedia.org/wiki/Management
E.2.B.  Leadership
Leader (disambiguation).

The word leadership can refer to:

1. The process of leading.

2. Those entities that perform one or more acts of leading.

3. The ability to affect human behavior so as to accomplish a mission designated by the leader

E.2.B.1.  Categories and types of leadership
Leadership is a quality a person may have. One can categorize the exercise of leadership as either actual or potential:

· actual - giving guidance or direction, as in the phrase "the emperor has provided satisfactory leadership".

· potential - the capacity or ability to lead, as in the phrase "she could have exercised effective leadership"; or in the concept "born to lead".


In both cases, as a result of the constancy of change some people detect within the late 20th and early 21st centuries, the act of learning appears fundamental to certain types of leading and leadership. When learning and leadership coalesce, one could characterize this as "learnership".


Leadership can have a formal aspect (as in most political or business leadership) or an informal one (as in most friendships). Speaking of "leadership" (the abstract term) rather than of "leading" (the action) usually implies that the entities doing the leading have some "leadership skills" or competencies.

E.2.B.2.  The Psychology of Leadership
One of the differentiating factors between Management and Leadership is the ability or even necessity to inspire. A Leader, one who can instill passion and direction to an individual or group of individuals, will be using psychology to affect that group either consciously or unconsciously.

Those who seem to be "Natural Leaders" and effectively inspire groups without really knowing the strategies or tactics used are considered Charismatic Leaders. The conscious Leader on the other hand applies a variety of psychological tactics that affect the “reactions” of a group to the environment they exist in.

In numerous "directive" (meaning to willfully direct as opposed to unconsciously do) Organizational psychology disciplines such as “Directive Communication” by Arthur F. Carmazzi and theories like “The ripple effect” by Sigal Barsade, leadership is a product of awareness and command of the reactions and influences of a group on the individual as well as the individual on the group.

A Leader's successful application of directive organizational psychology by modifying specific leadership behaviors towards the group, will yield an Organizational culture that is in essence “inspired”.

Leadership= Lead(Action), Ship(Quality) So leadership is all about action depends upon U that well u think? How constructive youu are? How well youu can project your self in unfavourable circumstances.(vipansharma97@rediffmail.com)

E.2.B.3.  The Embodiment of Leadership
Most research into leadership mistakenly focused on cognitive and intellectual processes, forgetting the important fact that every cognitive process is an embodied process. In the book Leading People the Black Belt Way, Timothy Warneka accurately points out that, “Great leadership begins with the body.”

People are living, organic beings, and medical research is increasingly recognizing the truth that mind and body are, in fact, one. While we often speak about mind and body as separate entities, great leaders understand that mind and body are, in reality, two sides of the same coin. Superior leaders recognize further that an awareness of their own physical selves is a critical component of their success. In a very real way, our toes, stomachs, and shoulders are on equal footing (pardon the pun) with our thoughts and ideas. As with any other tool, however, leaders must be trained to use embodied leadership technology appropriately and effectively.
In leadership, as in the martial arts, your stance is critical to your success. If you have a weak stance, then every way you lead will be fundamentally flawed. For example, if you have a weak stance in your emotional life, then you will have significant difficulties when you attempt to lead other people relationally. Recalling that we are embodied beings, I do not mean the word stance to be understood only metaphorically. I am also using the word stance in the literal sense, in terms of how leaders actually carry themselves physically when they lead others. Learning embodied stance will deepen your capacity for experiencing your own emotions, and better equip you to cope with the emotions of others, from the lighthearted to the highly conflicted. Your stance, you will learn, has a very literal, not to mention enormous impact on your ultimate success as a leader.
E.2.B.4.   Leadership associated with positions of authority
In On Heroes, Hero-Worship, and the Heroic in History, Thomas Carlyle demonstrated the concept of leadership associated with a position of authority. In praising Oliver Cromwell's use of power to bring King Charles I to trial and eventual beheading, he wrote the following: "Let us remark, meanwhile, how indispensable everywhere a King is, in all movements of men. It is strikingly shown, in this very War, what becomes of men when they cannot find a Chief Man, and their enemies can." [1]
From this viewpoint, leadership emerges when an entity as "leader" contrives to receive deference from other entities who become "followers". And as the passage from Carlyle demonstrates, the process of getting deference can become competitive in that the emerging "leader" draws "followers" from the factions of the prior or alternative "leaders".

In representative democracies the people retain sovereignty (popular sovereignty) but delegate day-to-day administration and leadership to elected officials. In the United States, for example, the Constitution provides an example of recycling authority. In the Constitutional Convention of 1787, the American Founders rejected the idea of a monarch. But they still proposed leadership by people in positions of authority, with the authority split into three powers: in this case the legislative, the executive, and the judiciary. Under the American theory, the authority of the leadership derives from the power of the voters as conveyed through the electoral college. Many individuals share authority, including the many legislators in the Senate and the House of Representatives. [2]
E.2.B.4.1.   Leadership cycles
If a group or an organization wants or expects identifiable leadership, it will require processes for appointing/acquiring and replacing leaders.

Traditional closed groups rely on bloodlines or seniority to select leaders and/or leadership candidates: monarchies, tribal chiefdoms, oligarchies and aristocratic societies rely on (and often define their institutions by) such methods.

Competence or perceived competence provides a possible basis for selecting leadership elites from a broader pool of potential talent. Political lobbying may prove necessary in electoral systems, but immediately demonstrated skill and character may secure leadership in smaller groups such as gangs.

Many organizations and groups aim to identify, grow, foster and promote what they see as leadership potential or ability - especially among younger members of society. See for example the Scouting movement. For a specific environment, see leadership development.

The issues of succession planning or of legitimation become important at times when leadership (particularly individual leadership) might or must change due to term-expiry, accident or senescence.

E.2.B.4.2.   Titles emphasizing authority
At certain stages in their development, the hierarchies of social ranks implied different degrees or ranks of leadership in society. Thus a knight led fewer men in general than did a duke; a baronet might in theory control less land than an earl. See peerage for a systematization of this hierarchy, and order of precedence for links to various systems.

In the course of the 19th and 20th centuries, several political operators took non-traditional paths to become dominant in their societies. They or their systems often expressed a belief in strong individual leadership, but existing titles and labels ("King", "Emperor", "President" and so on) often seemed inappropriate, insufficient or downright inaccurate in some circumstances. The formal or informal titles or descriptions they or their flunkies employed express and foster a general veneration for leadership of the inspired and autocratic variety. The definite article when used as part of the title (in languages which use definite articles) emphasizes the existence of a sole "true" leader.

E.2.B.4.3.   Symbolism of leadership
Main article: Symbols of leadership
Various symbolic attributes — often varying according to the cultural milieu — mark out authority-figures and help make them seem special and revered or feared. For examples and discussion, see symbols of leadership.

E.2.B.5.   Leadership among primates
Richard Wrangham and Dale Peterson, in Demonic Males: Apes and the Origins of Human Violence present evidence that only humans and chimpanzees, among all the animals living on earth, share a similar tendency for a cluster of behaviors: violence, territoriality, and competition for uniting behind the one chief male of the land. [3] This position is contentious. Many animals beyond apes are territorial, compete, exhibit violence, and have a social structure controlled by a dominant male (lions, wolves, etc.), suggesting Wrangham and Peterson's evidence is not empirical.

By comparison, bonobos, the second-closest species-relatives of man, do not unite behind the chief male of the land. The bonobos show deference to an alpha or top-ranking female that, with the support of her coalition of other females, can prove as strong as the strongest male in the land. Thus, if leadership amounts to getting the greatest number of followers, then among the bonobos, a female almost always exerts the strongest and most effective leadership. However, not all scientists agree on the allegedly "peaceful" nature of the bonobo or its reputation as a "hippie chimp".[4]
Some have argued that, since the bonobo pattern inverts the dominant pattern among chimpanzees and men with regard to whether a female can get more followers than a male, humans and chimpanzees both likely inherited gender-bias against women from the ancestors of the chimpanzees; gender-bias features as a genetic condition of men. And the bias against women having leadership as a position of authority occurs in most cultures in the world. As of 2002, Sweden had the highest percentage of women in the legislature: but only 43%. And the United States, Andorra, Israel, Sierra Leone, and Ireland tied for 57th place with less than 15% of the legislature women.[5] Admittedly, those percentages significantly outclass the occurrence of female chimpanzees becoming alpha of the community by getting the most followers, but similar trends exist in manifesting a general gender-bias across cultures against females gaining leadership as a position of authority over followers.

An alternative explanation suggests that those individuals best suited to lead the a group will somehow rise to the occasion and that followers (for some reason) will accept them as leaders or as proto-leaders. In this scenario, the traits of the leaders (such as gender, aggressiveness, etc.) will depend on the requirements of a given situation, and ongoing leadership may become extrapolated from a series of such situations.

In cultural anthropology, much speculation on the origins of human leadership relates to the perceived increasing need for dispute resolution in increasingly densely-populated and increasingly complex societies.

The image of swarms of lemmings which follow the first lemming off a cliff appears frequently in characterizing followers. The animal kingdom also provides the actual model of the bellwether function in a mob of sheep. And human society also offers many examples of emulation. The fashion industry, for example, depends on it. Fashion marketers design clothing for celebrities, then offer less expensive variations/imitations for those who emulate the celebrities.

Unintentional leadership can also occur from more pro-active forms followership. For example, in organizations which punish both leadership inaction and mistakes, and in which a predicament has no good solution, a common tendency involves declaring oneself a follower of someone else — metaphorically passing the buck.

Another example of followership without intentional leadership comes with the market leadership of a pioneering company, or the price leadership of a monopolist. Other companies will emulate a successful strategy, product, or price, but originators may certainly not desire this — in fact they often do all they can legally do to prevent such direct competition.

The term "leadership" sometimes applies (confusingly) to a winning position in a race. One can speak of a front-runner in a sprint or of the "leader" in an election or poll as in a position of leadership. But such "leadership" does not involve any influence processes, and the "leader" will have followers who may not willingly choose to function as followers. Once again: one can make an important distinction between "in the lead" and the process of leadership. Once again, leadership implies a relationship of power - the power to guide others.

Leading from the front, in a military sense, may imply foolhardiness and unnecessary self-exposure to danger: these do not necessarily make for successful long-term leadership strategies.

E.2.B.6.   Scope of leadership
One can govern oneself, or one can govern the whole earth. In between, we may find leaders who operate primarily within:

· youth
· families
· bands
· tribes
· organizations
· states and nations
· empires
Intertwined with such categories, and overlapping them, we find (for example) religious leaders (potentially with their own internal hierarchies), work-place leaders (executives, officers, senior/upper managers, middle managers, staff-managers, line-managers, team-leaders, supervisors ...) and leaders of voluntary associations.

Some anthropological ideas envisage a widespread (but by no means universal) pattern of progression in the organisation of society in ever-larger groups, with the needs and practices of leadership changing accordingly. Thus simple dispute resolution may become legalistic dispensation of justice before developing into proactive legislative activity. Some leadership careers parallel this sort of progression: today's school-board chairperson may become tomorrow's city councilor, then take in (say) a mayordom before graduating to nation-wide politics. Compare the cursus honorum in ancient Rome.

E.2.B.7.   Orthogonality and leadership
Those who sing the praises of leadership or of certain types of leadership may encounter problems in implementing consistent leadership structures. For example, a pyramidal structure in which authority consistently emanates from the summit can stifle initiative and leave no path for grooming future leaders in the ranks of subordinate levels. Similarly, a belief in universal direct democracy may become unwieldy, and a system consisting of nothing but representative leaders may well become stymied in committees.

Thus many leadership systems promote different rules for different levels of leadership. Hereditary autocrats meet in the United Nations on equal representative terms with elected governments in a collegial leadership. Or individual local democracies may assign some of their powers to temporary dictators in emergencies, as in ancient Rome. Hierarchies intermingle with equality of opportunity at different levels.

E.2.B.8.   Support-structures for leadership
Though advocates of the "big man" school of visionary leadership would have us believe that charisma and personality alone can work miracles, most leaders operate within a structure of supporters and executive agents who carry out and monitor the expressed or filtered-down will of the leader. This undercutting of the importance of leadership may serve as a reminder of the existence of the follower: compare followership. A more or less formal bureaucracy (in the Weberian sense) can throw up a colorless nonentity as an entirely effective leader: this phenomenon may occur (for example) in a politburo environment. Bureaucratic organizations can also raise incompetent people to levels of leadership (see Peter Principle).

In modern dynamic environments formal bureaucratic organizations have started to become less common because of their inability to deal with fast-changing circumstances. Most modern business organizations (and some government departments) encourage what they see as "leadership skills" and reward identified potential leaders with promotions.

In a potential down-side to this sort of development, a big-picture grand-vision leader may foster another sort of hierarchy: a fetish of leadership amongst subordinate sub-leaders, encouraged to seize resources for their own sub-empires and to apply to the supreme leader only for ultimate arbitration.

Some leaders build coalitions and alliances: political parties abound with this type of leader. Still others depend on rapport with the masses: they labor on the shop-floor or stand in the front-line of battle, leading by example.

E.2.B.9.    Determining what makes "effective leadership"
In comparing various leadership styles in many cultures, academic studies have examined the patterns in which leadership emerges and then fades, other ways in which it maintains its effectiveness, sometimes by natural succession according to established rules, and sometimes by the imposition of brute force.

The simplest way to measure the effectiveness of leadership involves evaluating the size of the following that the leader can muster. By this standard, Adolf Hitler became a very effective leader for a period — even if through delusional promises and coercive techniques. However, this approach may measure power rather than leadership. To measure leadership more specifically, one may assess the extent of influence on the followers, that is, the amount of leading. Within an organizational context this means financially valuing productivity. Effective leaders generate higher productivity, lower costs, and more opportunities than ineffective leaders. Effective leaders create results, attain goal, realize vision, and other objectives more quickly and at a higher level of quality than ineffective leaders.

James MacGregor Burns introduced a normative element: an effective Burnsian leader will unite followers in a shared vision that will improve an organization and society at large. Burns calls leadership that delivers "true" value, integrity, and trust transformational leadership. He distinguishes such leadership from "mere" transactional leadership that builds power by doing whatever will get more followers. [6] But problems arise in quantifying the transformational quality of leadership - evaluation of that quality seems more difficult to quantify than merely counting the followers that the straw man of transactional leadership James MacGregor Burns has set as a primary standard for effectiveness. Thus transformational leadership requires an evaluation of quality, independent of the market demand that exhibits in the number of followers.

Current assessments of transformational and transactional leadership commonly make use of the Multifactor Leadership Questionnaire (MLQ), developed by Bass and Avolio in 1990 and revised in 1995. It measures five dimensions of transformational leadership:

1. idealized influence - attributions

2. idealized influence - behaviors

3. inspirational motivation

4. individualized consideration

5. intellectual stimulation

The three dimensions of transactional leadership measured by the MLQ[citation needed] cover:

1. contingent reward

2. management by exception (active)

3. management by exception (passive)

The functional leadership model conceives leadership as a set of behaviors that helps a group perform a task, reach their goal, or perform their function. In this model, effective leaders encourage functional behaviors and discourage dysfunctional ones.

In the path-goal model of leadership, developed jointly by Martin Evans and Robert House and based on the "Expectancy Theory of Motivation", a leader has the function of clearing the path toward the goal(s) of the group, by meeting the needs of subordinates.

Some commentators use the metaphor of an orchestral conductor to describe the quality of the leadership process. An effective leader resembles an orchestra conductor in some ways. He/she has to somehow get a group of potentially diverse and talented people - many of whom have strong personalities - to work together toward a common output. Will the conductor harness and blend all the gifts his or her players possess? Will the players accept the degree of creative expression they have? Will the audience enjoy the sound they make? The conductor may have a clear determining influence on all of these questions.

E.2.B.9.1.   Suggested qualities of leadership
Studies of leadership have suggested qualities that people often associate with leadership. They include:

· Guiding others through modeling (in the sense of providing a role model) and through willingness to serve others first (compare followership)

· Technical/specific skill at some task at hand

· Initiative and entrepreneurial drive

· Charismatic inspiration - attractiveness to others and the ability to leverage this esteem to motivate others

· Preoccupation with a role - a dedication that consumes much of leaders' life - service to a cause

· A clear sense of purpose (or mission) - clear goals - focus - commitment

· Results-orientation - directing every action towards a mission - prioritizing activities to spend time where results most accrue

· Cooperation-work well with others

· Optimism - very few pessimists become leaders

· Rejection of determinism - belief in one's ability to "make a difference"

· Ability to encourage and nurture those that report to them - delegate in such a way as people will grow

· Role models - leaders may adopt a persona that encapsulates their mission and lead by example

· Self-knowledge (in non-bureaucratic structures)

· Self-awareness - the ability to "lead" (as it were) one's own self prior to leading other selves similarly

· With regards to people and to projects, the ability to choose winners - recognizing that, unlike with skills, one cannot (in general) teach attitude. Note that "picking winners" ("choosing winners") carries implications of gamblers' luck as well as of the capacity to take risks, but "true" leaders, like gamblers but unlike "false" leaders, base their decisions on realistic insight (and usually on many other factors partially derived from "real" wisdom).
· Understanding what others say, rather than listening to how they say things - this could partly sum this quality up as "walking in someone else's shoes" (to use a common cliché).

The approach of listing leadership qualities, often termed "trait theory", assumes certain traits or characteristics will tend to lead to effective leadership. Although trait theory has an intuitive appeal, difficulties may arise in proving its tenets, and opponents frequently challenge this approach. The "strongest" versions of trait theory see these "leadership characteristics" as innate, and accordingly labels some people as "born leaders" due to their psychological makeup. On this reading of the theory, leadership development involves identifying and measuring leadership qualities, screening potential leaders from non-leaders, then training those with potential.

David McClelland, a Harvard-based researcher in the psychology of power and achievement, saw leadership skills, not so much as a set of traits, but as a pattern of motives. He claimed that successful leaders will tend to have a high need for power, a low need for affiliation, and a high level of what he called activity inhibition (one might call it self-control).

Situational leadership theory offers an alternative approach. It proceeds from the assumption that different situations call for different characteristics. According to this group of theories, no single optimal psychographic profile of a leader exists. The situational leadership model of Hersey and Blanchard, for example, suggest four leadership-styles and four levels of follower-development. For effectiveness, the model posits that the leadership-style must match the appropriate level of followership-development. In this model, leadership behaviour becomes a function not only of the characteristics of the leader, but of the characteristics of followers as well. Other situational leadership models introduce a variety of situational variables. These determinants include:

· the nature of the task (structured or routine)

· organizational policies, climate, and culture

· the preferences of the leader's superiors

· the expectations of peers

· the reciprocal responses of followers

The contingency model of Vroom and Yetton uses other situational variables, including:

· the nature of the problem

· the requirements for accuracy

· the acceptance of an initiative

· time-constraints

· cost constraints

However one determines leadership behaviour, one can categorize it into various leadership styles. Many ways of doing this exist. For example, the Managerial Grid Model, a behavioral leadership-model developed by Robert Blake and Jane Mouton in 1964, suggests five different leadership styles, based on leaders' strength of concern for people and their concern for goal achievement.

Kurt Lewin, Ronald Lipitt, and R. K. White identified three leadership styles: authoritarian, democratic, and laissez-faire, based on the amount of influence and power exercised by the leader.

The Fiedler contingency model bases the leader’s effectiveness on what Fred Fiedler called situational contingency. This results from the interaction of leadership style and situational favourableness (later called "situational control").

E.2.B.9.2.    Leadership "styles" (per House and Podsakoff)
In 1994 House and Podsakoff attempted to summarize the behaviors and approaches of "outstanding leaders" that they obtained from some more modern theories and research findings. These leadership behaviors and approaches do not constitute specific styles, but cumulatively they probably[citation needed] characterize the most effective style of today's leaders/managers. The listed leadership "styles" cover:

1. Vision. Outstanding leaders articulate an ideological vision congruent with the deeply-held values of followers, a vision that describes a better future to which the followers have an alleged moral right.

2. Passion and self-sacrifice. Leaders display a passion for, and have a strong conviction of, what they regard as the moral correctness of their vision. They engage in outstanding or extraordinary behavior and make extraordinary self-sacrifices in the interest of their vision and mission.

3. Confidence, determination, and persistence. Outstanding leaders display a high degree of faith in themselves and in the attainment of the vision they articulate. Theoretically, such leaders need to have a very high degree of self-confidence and moral conviction because their mission usually challenges the status quo and, therefore, may offend those who have a stake in preserving the established order.

4. Image-building. House and Podsakoff regard outstanding leaders as self-conscious about their own image. They recognize the desirability of followers perceiving them as competent, credible, and trustworthy.

5. Role-modeling. Leader-image-building sets the stage for effective role-modeling because followers identify with the values of role models whom they perceived in positive terms.

6. External representation. Outstanding leaders act as spokespersons for their respective organizations and symbolically represent those organizations to external constituencies.

7. Expectations of and confidence in followers. Outstanding leaders communicate expectations of high performance from their followers and strong confidence in their followers’ ability to meet such expectations.

8. Selective motive-arousal. Outstanding leaders selectively arouse those motives of followers that the outstanding leaders see as of special relevance to the successful accomplishment of the vision and mission.

9. Frame alignment. To persuade followers to accept and implement change, outstanding leaders engage in "frame alignment". This refers to the linkage of individual and leader interpretive orientations such that some set of followers’ interests, values, and beliefs, as well as the leader’s activities, goals, and ideology, becomes congruent and complementary.

10. Inspirational communication. Outstanding leaders often, but not always, communicate their message in an inspirational manner using vivid stories, slogans, symbols, and ceremonies.

Even though these ten leadership behaviors and approaches do not really equate to specific styles, evidence has started to accumulate[citation needed] that a leader’s style can make a difference. Style becomes the key to the formulation and implementation of strategy[citation needed] and plays an important role in work-group members’ activity and in team citizenship. Little doubt exists that the way (style) in which leaders influence work-group members can make a difference in their own and their people’s performance[citation needed].

(Adopted from: Robert House and Philip M. Podsakoff, "Leadership Effectiveness: Past Perspectives and Future Directions for Research" in Jerald Greenberg (ed.), Organizational Behavior: The State of the Science, Erlbaum, Hillsdale, NJ., 1994, pp[citation needed] .)

E.2.B.10.   Leadership and vision
Many definitions of leadership involve an element of vision — except in cases of involuntary leadership and often in cases of traditional leadership. A vision provides direction to the influence process. A leader (or group of leaders) can have one or more visions of the future to aid them to move a group successfully towards this goal. A vision, for effectiveness, should allegedly:

· appear as a simple, yet vibrant, image in the mind of the leader

· describe a future state, credible and preferable to the present state

· act as a bridge between the current state and a future optimum state

· appear desirable enough to energize followers

· succeed in speaking to followers at an emotional or spiritual level (logical appeals by themselves seldom muster a following)

For leadership to occur, according to this theory, some people ("leaders") must communicate the vision to others ("followers") in such a way that the followers adopt the vision as their own. Leaders must not just see the vision themselves, they must have the ability to get others to see it also. Numerous techniques aid in this process, including: narratives, metaphors, symbolic actions, leading by example, incentives, and penalties.

Stacey (1992) has suggested that the emphasis on vision puts an unrealistic burden on the leader. Such emphasis appears to perpetuate the myth that an organization must depend on a single, uncommonly talented individual to decide what to do. Stacey claims that this fosters a culture of dependency and conformity in which followers take no pro-active incentives and do not think independently.

kanungo's charismatic leadership model describes the role of the vision in three stages that are continuously ongoing, overlapping one another. Assessing the status quo, formulation and articulation of the vision, and implementation of the vision. This model suggests effective leadership needs these behaviors.

E.2.B.11.   Leadership's relation with management
Some commentators link leadership closely with the idea of management. Some regard the two as synonymous, and others consider management a subset of leadership. If one accepts this premise, one can view leadership as:

· centralized or decentralized

· broad or focused

· decision-oriented or morale-centred

· intrinsic or derived from some authority
Any of the bipolar labels traditionally ascribed to management style could also apply to leadership style. Hersey and Blanchard use this approach: they claim that management merely consists of leadership applied to business situations; or in other words: management forms a sub-set of the broader process of leadership. They put it this way: "Leadership occurs any time one attempts to influence the behavior of an individual or group, regardless of the reason. . . . Management is a kind of leadership in which the achievement of organizational goals is paramount." (Hersey, P. and Blanchard, K. : 1982 : page 3)

However, a clear distinction between management and leadership may nevertheless prove useful. This would allow for a reciprocal relationship between leadership and management, implying that an effective manager should possess leadership skills, and an effective leader should demonstrate management skills. One clear distinction could provide the following definition:

· Management involves power by position.

· Leadership involves power by influence.

Abraham Zaleznik (1977), for example, delineated differences between leadership and management. He saw leaders as inspiring visionaries, concerned about substance; while managers he views as planners who have concerns with process. Warren Bennis (1989) further explicated a dichotomy between managers and leaders. He drew twelve distinctions between the two groups:

· Managers administer, leaders innovate

· Managers ask how and when, leaders ask what and why

· Managers focus on systems, leaders focus on people

· Managers do things right, leaders do the right things

· Managers maintain, leaders develop

· Managers rely on control, leaders inspire trust

· Managers have a short-term perspective, leaders have a longer-term perspective

· Managers accept the status-quo, leaders challenge the status-quo

· Managers have an eye on the bottom line, leaders have an eye on the horizon

· Managers imitate, leaders originate

· Managers emulate the classic good soldier, leaders are their own person

· Managers copy, leaders show originality

Paul Birch (1999) also sees a distinction between leadership and management. He observed that, as a broad generalization, managers concerned themselves with tasks while leaders concerned themselves with people. Birch does not suggest that leaders do not focus on "the task." Indeed, the things that characterise a great leader include the fact that they achieve. Effective leaders create and sustain competitive advantage through the attainment of cost leadership, revenue leadership, time leadership, and market value leadership. Managers typically follow and realize a leader's vision. The difference lies in the leader realising that the achievement of the task comes about through the goodwill and support of others (influence), while the manager may not.

This goodwill and support originates in the leader seeing people as people, not as another resource for deployment in support of "the task". The manager often has the role of organizing resources to get something done. People form one of these resources, and many of the worst managers treat people as just another interchangeable item. A leader has the role of causing others to follow a path he/she has laid out or a vision he/she has articulated in order to achieve a task. Often, people see the task as subordinate to the vision. For instance, an organization might have the overall task of generating profit, but a good leader may see profit as a by-product that flows from whatever aspect of their vision differentiates their company from the competition.

Leadership does not only manifest itself as purely a business phenomenon. Many people can think of an inspiring leader they have encountered who has nothing whatever to do with business: a politician, an officer in the armed forces, a Scout or Guide leader, a teacher, etc. Similarly, management does not occur only as a purely business phenomenon. Again, we can think of examples of people that we have met who fill the management niche in non-business organisations. Non-business organizations should find it easier to articulate a non-money-driven inspiring vision that will support true leadership. However, often this does not occur.

Differences in the mix of leadership and management can define various management styles. Some management styles tend to de-emphasize leadership. Included in this group one could include participatory management, democratic management, and collaborative management styles. Other management styles, such as authoritarian management, micro-management, and top-down management, depend more on a leader to provide direction. Note, however, that just because an organisation has no single leader giving it direction, does not mean it necessarily has weak leadership. In many cases group leadership (multiple leaders) can prove effective. Having a single leader (as in dictatorship) allows for quick and decisive decision-making when needed as well as when not needed. Group decision-making sometimes earns the derisive label "committee-itis" because of the longer times required to make decisions, but group leadership can bring more expertise, experience, and perspectives through a democratic process.

Patricia Pitcher (1994) has challenged the bifurcation into leaders and managers. She used a factor analysis technique on data collected over 8 years, and concluded that three types of leaders exist, each with very different psychological profiles. She characterises one group as imaginative, inspiring, visionary, entrepreneurial, intuitive, daring, and emotional, and calls them "artists". In a second grouping she places "craftsmen" as well-balanced, steady, reasonable, sensible, predictable, and trustworthy. Finally she identifies "technocrats" as cerebral, detail-oriented, fastidious, uncompromising, and hard-headed. She speculates that no one profile offers a preferred leadership style. She claims that if we want to build, we should find an "artist leader"; if we want to solidify our position, we should find a "craftsman leader"; and if we have an ugly job that needs to get done (like downsizing), we should find a "technocratic leader." Pitcher also observed that a balanced leader exhibiting all three sets of traits occurs extremely rarely: she found none in her study.

Bruce Lynn postulates a differentiation between 'Leadership' and ‘Management’ based on perspectives to risk. Specifically, “A Leader optimises upside opportunity; a Manager minimises downside risk.” He argues that successful executives need to apply both disciplines in a balance appropriate to the enterprise and its context. Leadership without Management yields steps forward, but as many if not more steps backwards. Management without Leadership avoids any step backwards, but doesn’t move forward.

E.2.B.12.   Leadership by a group
In contrast to individual leadership, some organizations have adopted group leadership. In this situation, more than one person provides direction to the group as a whole. Some organizations have taken this approach in hopes of increasing creativity, reducing costs, or downsizing. Others may see the traditional leadership of a boss as costing too much in team performance. In some situations, the maintenance of the boss becomes too expensive - either by draining the resources of the group as a whole, or by impeding the creativity within the team, even unintentionally.

A common example of group leadership involves cross-functional teams. A team of people with diverse skills and from all parts of an organization assembles to lead a project. A team structure can involve sharing power equally on all issues, but more commonly uses rotating leadership. The team member(s) best able to handle any given phase of the project become(s) the temporary leader(s).

For example, the Orpheus orchestra has performed for over thirty years without a conductor -- that is, without a sole leader. As a team of over 25 members, it has drawn discriminating audiences, and has produced over 60 recordings for Deutsche Grammophon in successful competition with other world-class orchestras.[7]
Rather than an autocratic or charismatic conductor deciding the overall conception of a work and then dictating how each individual is to perform the individual tasks, the Orpheus team generally selects a different "core group" for each piece of music. The core group provides leadership in working out the details of the piece, and presents their ideas to the whole team. Members of the whole team then participate in refining the final conception, rehearsal, and product, including checking from various places in the auditorium how the sound balances and verifying the quality of the final recording.

At times the entire Orpheus team may follow a single leader, but whom the team follows rotates from task to task, depending on the capabilities of its members.

The orchestra has developed seminars and training sessions for adapting the Orpheus Process to business.[8]
E.2.B.13.   Historical views on leadership
Aristocratic thinkers have postulated that leadership depends on one's blue blood or genes: monarchy takes an extreme view of the same idea, and may prop up its assertions against the claims of mere aristocrats by invoking divine sanction: see the divine right of kings. Contrariwise, more democratically-inclined theorists have pointed to examples of meritocratic leaders, such as the Napoleonic marshals profiting from careers open to talent.

In the autocratic/paternalistic strain of thought, traditionalists recall the role of leadership of the Roman pater familias. Feminist thinking, on the other hand, may damn such models as patriarchal and posit against them emotionally-attuned, responsive, and consensual empathetic guidance and matriarchies.

Comparable to the Roman tradition, the views of Confucianism on "right living" relate very much to the ideal of the (male) scholar-leader and his benevolent rule, buttressed by a tradition of filial piety.

Within the context of Islam, views on the nature, scope and inheritance of leadership have played a major role in shaping sects and their history. See caliphate.

In the 19th century, the elaboration of anarchist thought called the whole concept of leadership into question. (Note that the Oxford English Dictionary traces the word "leadership" in English only as far back as the 19th century.) One response to this denial of élitism came with Leninism, which demanded an élite group of disciplined cadres to act as the vanguard of a socialist revolution, bringing into existence the dictatorship of the proletariat.

Other historical views of leadership have addressed the seeming contrasts between secular and religious leadership. The doctrines of Caesaro-papism have recurred and had their detractors over several centuries. Christian thinking on leadership has often emphasized stewardship of divinely-provided resources - human and material - and their deployment in accordance with a Divine plan. Compare servant leadership.

For a more general take on leadership in politics, compare the concept of the statesman.

E.2.B.14.  Alternatives to leadership
Within groups, alternatives to the cult of leadership include using decision-making structures such as co-operative ventures, collegiality, consensus, anarchism and applied democracy. One can downplay the ubiquitous idea of leadership by using structures such as information clearing houses or stressing functions such as administration. Note the different implications and connotations of the two phrases "coalition of the willing" and "US-led coalition". The Orpheus Chamber Orchestra, which practices a form of distributed leadership, provides a textbook example of alternative leadership.

E.2.B.15.   See also on the web
	· Aikido
· John Adair (Leadership Guru)
· Max Weber's Charismatic authority
· Chieftain
· Coaching
· Crowd psychology
· Antonio Gramsci's theory of Cultural hegemony
· Dale Carnegie
· Dependability
· Determination

· Discipline
· Excellence
· Fairness
	· Focus
· Foresight
· Forgiveness
· Fortitude
· Fiedler contingency model
· Followership
· Functional leadership model
· Hero
· Islamic leadership
· Ideal leadership Model

· Justice
· Lance Secretan
· Leader (Scouting)
· Leader-Member Exchange Theory (LMX)
· Leadership Character Model
· Leadership development
· Managerial grid model
· Minister
	· Morality
· Nicomachean Ethics
· Parent
· Perseverance
· Potential
· Purposefulness
· Priest
· Professional development
· Path-goal model
· Respectfulness
· Responsibility
· Restraint
· Self-awareness
· Self-discipline
	· Self-reliance
· sensitivity
· Servant leadership
· Situational leadership theory
· Social skills
· Three theological virtues
· Trait theory
· Transformational leadership
· Trustworthiness
· Truthfulness
· Toxic Leadership
· Youth leadership


E.2.B.16.   References on the end of book

E.3.  Quality management

Quality management is a method for ensuring that all the activities necessary to design, develop and implement a product or service are effective and efficient with respect to the system and its performance.

E.3.1.  Quality Improvement
W. Edwards Deming is best known for his management philosophy establishing quality, productivity, and competitive position. He has formulated 14 points of attention for managers, some of these points are more appropriate for service management:

· Break down barriers between departments;

· Management should learn their responsibilities, and take on leadership;

· Improve constantly;

· Institute a programme of education and self-improvement.

The following diagram is the Shewhart cycle (PDCA) for quality improvements, made popular by Deming.

Shewhart Cycle:





The philosophy is to keep improving the quality of an organization. It is defined by four keys:

· Plan: Design or revise business process components to improve results

· Do: Implement the plan and measure its performance

· Check: Assess the measurements and report the results to decision makers

· Act: Decide on changes needed to improve the process

The consolidation phase enables the organization to take stock of what has been taking place and to ensure made to processes that require documentation (both to allow processes to be repeatable and to facilitate recognition of the achievement of some form of quality standard).

E.3.2.   Quality Standards
The International Organization for Standardization (ISO) created the Quality Management System (QMS) standards in 1987. These were the ISO 9000:1987 series of standards comprising ISO 9001:1987, ISO 9002:1987 and ISO 9003:1987; which were applicable in different types of industries, based on the type of activity: designing, production or service delivery. The standards have been regularly reviewed every few years by the International Organization for Standardization. The version in 1994 and was called the ISO 9000:1994 series; comprising of the ISO 9001:1994, 9002:1994 and 9003:1994 versions. The last revision was in the year 2000 and the series was called ISO 9000:2000 series. However the ISO 9002 and 9003 standards were integrated and one single certifiable standard was created under ISO 9001:2000. Since December 2003, ISO 9002 and 9003 standards are not valid, and the organizations previously holding these standards need to do a transition from the old to the new standards. The ISO 9004:2000 document gives guidelines for performance improvement over and above the basic standard (i.e. ISO 9001:2000).

The Quality Management System standards created by ISO are meant to certify the processes and the system of an organization and not the product or service itself. ISO 9000 standards do not certify the quality of the product or service.

Recently the International Organization released a new standard, ISO 22000, meant for the food industry. This standard covers the values and principles of ISO 9000 and the HACCP standards. It gives one single integrated standard for the food industry and is expected to become more popular in the coming years in such industry. The most elaborated and accepted concept of quality management is the model of the EFQM Excellence Model.

E.3.3.   Academic resources
· International Journal of Productivity and Quality Management, ISSN 1746-6474, Inderscience

· International Journal of Quality & Reliability Management, ISSN: 0265-671X, Emerald Publishing Group
E.3.4.   See also on the web
· Glossary of quality management
· Quality assurance
· Quality audit
· Quality control
· Quality management system
· Systems thinking - Applications

· Total Quality Management
· Hoshin Kanri
· Health care
E.3.5.   External links
· The Quality Management Network
· American Society for Quality
· http://en.wikipedia.org/wiki/Total_Quality_Management
· http://de.wikipedia.org/wiki/European_Foundation_for_Quality_Management
E.4.   Strategic Information Systems

Strategic Information System (SIS) is a type of Information System that is aligned with business strategy and structure. The alignment increases the capability to respond faster to environmental changes and thus creates a competitive advantage. An early example was the favorable position afforded American and United Airlines by their reservation systems, Sabre and Apollo. For many years these two systems ensured that the two carriers' flights appeared on the first screens observed by travel agents, thus increasing their bookings relative to competitors. A major source of controversy surrounding SIS is their sustainability.

Strategic Information System (SIS) is a system to manage information and assist in strategic decision making. A strategic information system has been defined as, "The information system to support or change enterprise's strategy." by Charles Wiseman (Strategy and Computers 1985).

Resume: Model of 3-era information system by Galliers & Somogyi

· Data Processing (DP) [efficiency] — Improved efficiency by means of automating back office data processing functions.

· Management Information Systems (MIS) [effectiveness] — Improved information flows and transfers.

· Strategic Information System (SIS) [competitiveness] — Enhance competitiveness of the organization through the application of IT to business processes. Davenport’s point of view is that "Information is power and people are unlikely to give it away"

Strategic information system is different from other systems as: -

· they change the way the firm competes.

· they have an external (outward looking) focus.

· they are associated with higher project risk.

· they are innovative (and not easily copied).

E.4.A.  Information systems





Information System (example)

An Information System (IS) is the system of persons, data records and activities that process the data and information in a given organization, including manual processes or automated processes. Usually the term is used erroneously as a synonym for computer-based information systems, which is only the Information technologies component of an Information System. The computer-based information systems are the field of study for Information technologies (IT); however these should hardly be treated apart from the bigger Information System that they are always involved in.

E.4.1.  Overview
The term information system has different meanings:

· In computer security, an information system is described by three objects (Aceituno, 2004): 

· Structure: 

· Repositories, which hold data permanent or temporarily, such as buffers, RAM, hard disks, cache, etc.

· Interfaces, which exchange information with the non-digital world, such as keyboards, speakers, scanners, printers, etc.

· Channels, which connect repositories, such as buses, cables, wireless links, etc. A Network is a set of logical or physical channels.

· Behavior: 

· Services, which provide value to users or to other services via messages interchange.

· Messages, which carries a meaning to users or services.

· In geography and cartography, a geographic information system (GIS) is used to integrate, store, edit, analyze, share, and display georeferenced information. There are many applications of GIS, ranging from ecology and geology, to the social sciences.

· In knowledge representation, an information system consists of three components: human, technology, organization. In this view, information is defined in terms of the three levels of semiotics. Data which can be automatically processed by the application system corresponds to the syntax-level. In the context of an individual who interprets the data they become information, which correspond to the semantic-level. Information becomes knowledge when an individual knows (understands) and evaluates the information (e.g., for a specific task). This corresponds to the pragmatic-level.

· In mathematics in the area of domain theory, a Scott information system (after its inventor Dana Scott) is a mathematical structure that provides an alternative representation of Scott domains and, as a special case, algebraic lattices.

· In mathematics rough set theory, an information system is an attribute-value system.

· In sociology information systems are also social systems whose behavior is heavily influenced by the goals, values and beliefs of individuals and groups, as well as the performance of the technology.[1]
· In systems theory, an information system is a system, automated or manual, that comprises people, machines, and/or methods organized to collect, process, transmit, and disseminate data that represent user information.

· In telecommunications, an information system is any telecommunications and/or computer related equipment or interconnected system or subsystems of equipment that is used in the acquisition, storage, manipulation, management, movement, control, display, switching, interchange, transmission, or reception of voice and/or data, and includes software, firmware, and hardware.[2]
E.4.2.  History of information systems
The study of information systems, originated as a sub-discipline of computer science, in an attempt to understand and rationalize the management of technology within organizations. It has matured into a major field of management, that is increasingly being emphasized as an important area of research in management studies, and is taught at all major universities and business schools in the world.

Today, Information and Information technology have become the fifth major resource available to executives for shaping an organization, alongside people, money, material and machines.[3] Many companies have created a position of Chief Information Officer (CIO) that sits on the executive board with the Chief Executive Officer (CEO), Chief Financial Officer (CFO), Chief Operating Officer (COO) and Chief Technical Officer (CTO).The CTO may also serve as CIO, and vice versa

E.4.3.  Study of information systems
Ciborra (2002) defined the study of information systems as the study, that deals with the deployment of information technology in organizations, institutions, and society at large.[4]
Many colleges and universities, such as the Carnegie Mellon University, the University of California - Berkeley, the University of Michigan, University of Colorado, Syracuse University, George Mason University, University of Washington, George Washington University, New York University, Claremont Graduate University, the University of Toronto, Multimedia University, University of Idaho, and the University of Limerick currently offer undergraduate and graduate degrees in information systems and closely related fields.

E.4.4.  Applications of information systems
Information systems deal with the development, use and management of an organization's IT infrastructure.

In the post-industrial, information age, the focus of companies has shifted from being product oriented to knowledge oriented, in a sense that market operators today compete on process and innovation rather than product : the emphasis has shifted from the quality and quantity of production, to the production process itself, and the services that accompany the production process.

The biggest asset of companies today, is their information, represented in people, experience, know-how, innovations (patents, copyrights, trade secrets), and for a market operator to be able to compete, he/she must have a strong information infrastructure, at the heart of which, lies the information technology infrastructure. Thus, the study of information systems, focuses on why and how technology can be put into best use to serve the information flow within an organization.

E.4.4.1.  Areas of work
Information Systems has a number of different areas of work:

· Information Systems Strategy

· Information Systems Management

· Information Systems Development

Each of which branches out into a number of sub disciplines, that overlap with other science and managerial disciplines such as computer science, pure and engineering sciences, social and behavioral sciences, and business management.

E.4.4.2.  Information technology development
The IT Department partly governs the information technology development, use, application and influence on a business or corporation. A computer based information system, following a definition of Langefors[5], is:

· a technologically implemented medium for recording, storing, and disseminating linguistic expressions,

· as well as for drawing conclusions from such expressions.

which can be formulated as a generalized information systems design mathematical program.

E.4.5.   See also on the web
· Business informatics
· Data Processing System
· Data architect
· Data modeling
· Data Reference Model
· Database
· Environmental Modeling Center
· European Research Center for Information Systems (ERCIS)

· INFORMS Institute for Operations Research and the Management Sciences

· Information Processing System
· Management Information Systems
· Metadata
· Predictive Model Markup Language
· Semantic translation
E.4.6.   References on the end of book

E.4.7.   Further reading
· Aceituno, Vicente (2004). "Seguridad de la Informacion". ISBN 84-933336-7-0. 
· Volle, Michel (2006). De l'Informatique : Savoir vivre avec l'automate. Economica. ISBN 2717852190. 
· Lindsay, John (2000). Information Systems – Fundamentals and Issues. Kingston University, School of Information Systems. 
E.4.8.   External links
· Information Systems and Innovation Group, Department of Management , London School of Economics
· Index of Information Systems Journals
· Center for Information Systems Research - Massachusetts Institute of Technology
	Global structure in Systems, Systems sciences and Systems scientists

	Categories
	Category:Conceptual systems · Category:Physical systems · Category:Social systems · Category:Systems · Category:Systems science · Category:Systems scientists · Category:Systems theory

	Systems
	Biological system · Complex system · Complex adaptive system · Conceptual system · Cultural system · Dynamical system · Economic system · Ecosystem  · Formal system · Global Positioning System · Human organ systems · Information systems · Legal system · Metric system · Nervous system · Non-linear system · Operating system · Physical system · Political system · Sensory system · Social system · Solar System · System · Systems of measurement

	Fields of theory
	Chaos theory · Complex systems · Control theory · Cybernetics · Holism in science · Sociotechnical systems theory · Systems biology · System dynamics · Systems ecology · Systems engineering  · Systems theory · Systems science

	Systems scientists
	Russell L. Ackoff · William Ross Ashby · Gregory Bateson · Stafford Beer · Ludwig von Bertalanffy  · Kenneth E. Boulding · Peter Checkland · C. West Churchman · Heinz von Foerster · Charles François · Jay Wright Forrester · Ralph W. Gerard · Debora Hammond · George Klir · Niklas Luhmann · Humberto Maturana · Donella Meadows · Mihajlo D. Mesarovic · Howard T. Odum · Talcott Parsons · Ilya Prigogine  · Anatol Rapoport · Francisco Varela · John N. Warfield · Norbert Wiener


Full browser :  http://acronyms.thefreedictionary.com/Strategic+Information+Systems+Plan
 

	[image: image19.png]



[image: image20.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Health+Authority+%28UK%29" Strategic Health Authority (UK)
[image: image21.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Health+Operations+Centre+%28WHO%29" Strategic Health Operations Centre (WHO)
[image: image22.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+High+Altitude+Radiation+Code" Strategic High Altitude Radiation Code
[image: image23.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/Strategic+Highway+Network" Strategic Highway Network
[image: image24.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Highway+Research+Program" Strategic Highway Research Program
[image: image25.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Highway-corridor+Network" Strategic Highway-corridor Network
[image: image26.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/Strategic+Homeport" Strategic Homeport
[image: image27.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/Strategic+Human+Resource+Management" Strategic Human Resource Management
[image: image28.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Human+Resources+Development+Plan" Strategic Human Resources Development Plan
[image: image29.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Implementation+Task+Group" Strategic Implementation Task Group
[image: image30.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Independent+Agents+Alliance" Strategic Independent Agents Alliance
[image: image31.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Indicative+Plan+for+the+Organ" Strategic Indicative Plan for the Organ
[image: image32.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/strategic+inflection+point" strategic inflection point
[image: image33.png]




 HYPERLINK "http://encyclopedia.farlex.com/strategic+inflection+point" strategic inflection point
[image: image34.png]




 HYPERLINK "http://encyclopedia2.thefreedictionary.com/Strategic+Information+and+Operation+Center" Strategic Information and Operation Center
[image: image35.png]




 HYPERLINK "http://encyclopedia.farlex.com/Strategic+Information+and+Operation+Center" Strategic Information and Operation Center
	[image: image36.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/Strategic+Information+and+Operation+Center" Strategic Information and Operation Center
[image: image37.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Information+and+Operations+Center" Strategic Information and Operations Center
[image: image38.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Information+and+Planning+System" Strategic Information and Planning System
[image: image39.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Information+for+Global+Markets+in+Agrochemicals" Strategic Information for Global Markets in Agrochemicals
[image: image40.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Information+Management" Strategic Information Management
[image: image41.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Information+Management+System" Strategic Information Management System
[image: image42.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+information+system" Strategic information system
[image: image43.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/Strategic+information+system" Strategic information system
[image: image44.png]


Strategic Information Systems Plan
[image: image45.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/Strategic+Information+Technology" Strategic Information Technology
[image: image46.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Information+Technology+Effectiveness" Strategic Information Technology Effectiveness
[image: image47.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/Strategic+Information+Technology+Ltd." Strategic Information Technology Ltd.
[image: image48.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Information+Technology+Plan" Strategic Information Technology Plan
[image: image49.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Infrastructure+Initiative" Strategic Infrastructure Initiative
[image: image50.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Initiative+%28management%29" Strategic Initiative (management)
[image: image51.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/Strategic+Initiatives" Strategic Initiatives
[image: image52.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Initiatives+and+Community+Engagement" Strategic Initiatives and Community Engagement
	[image: image53.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Initiatives+Group+%28USMC%29" Strategic Initiatives Group (USMC)
[image: image54.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/Strategic+Innovation+and+Research+Initiative" Strategic Innovation and Research Initiative
[image: image55.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/Strategic+Institute+for+Maritime+Affairs" Strategic Institute for Maritime Affairs
[image: image56.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Integrated+Operations+Plan" Strategic Integrated Operations Plan
[image: image57.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Integration+Council" Strategic Integration Council
[image: image58.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Integration+Group" Strategic Integration Group
[image: image59.png]




 HYPERLINK "http://www.thefreedictionary.com/strategic+intelligence" strategic intelligence
[image: image60.png]




 HYPERLINK "http://encyclopedia.thefreedictionary.com/strategic+intelligence" strategic intelligence
[image: image61.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Intelligence+Digests" Strategic Intelligence Digests
[image: image62.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Intelligence+Group" Strategic Intelligence Group
[image: image63.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Intelligence+Officers+Course" Strategic Intelligence Officers Course
[image: image64.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Intelligence+Processing+Element" Strategic Intelligence Processing Element
[image: image65.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Intelligence+Research+and+Analysis" Strategic Intelligence Research and Analysis
[image: image66.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Intelligence+Wing" Strategic Intelligence Wing
[image: image67.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Intermodal+System" Strategic Intermodal System
[image: image68.png]




 HYPERLINK "http://acronyms.thefreedictionary.com/Strategic+Internet+Alliance" Strategic Internet Alliance
[image: image69.png]





E.5   Business Law
Business law consists of several different areas typically taught in law school curricula, including: Contracts, the law of Corporations and other Business Organizations, Securities Law, Intellectual Property (Patents, Trademarks, Trade Secrets, and Rights of Publicity), Antitrust, Secured Transactions, Commercial Paper, Income Tax, Pensions & Benefits, Trusts & Estates, Immigration Law, Labor Law, Employment Law and Bankruptcy. It is a branch of law that examines topics that impact the operation of a business. See the commercial law article for an overview.

E.5.1.   Subcategories

There are 14 subcategories in this category, which are shown below. More may be shown on subsequent pages. 

	A

· [+] Arbitration
B

· [+] Bankruptcy
C

· [+] Commercial crimes
· [+] Competition law
	C cont.

· [+] Consumer protection law
· [+] Contract law
· [+] Corporations law
E

· [+] Employment
F

· [+] Financial regulation
	I

· [+] Intellectual property law
J

· [+] Japanese business law
· [+] Joint ventures
L

· [+] Labour law
N

· [+] Negotiable instrument law


Pages in category "Business law"

There are 146 pages in this section of this category. 

	· Partnership
*

· List of business law topics
A

· Administration (insolvency)
· Administration Order
· Agency (law)
· Agent (law)
· Agreement on Trade-Related Aspects of Intellectual Property Rights
· Apparent authority
· Arbitration award
· Arbitration clause
· Articles of Partnership
· Asset protection
B

· Board of directors
· Bulk sale
· Business judgment rule
· Business license
· Business method patent
· Business ownership within England and Wales
· Business valuation
C

· Certificate of incorporation
· Chattel mortgage
· Cheff v. Mathes
· Churning (stock trade)
· Clearstream
· Closed shop
· Commercial law
· Companies law
· List of company registers
· Consularization
· Consumer privacy
· Contract A
· Corporate benefit
· Corporation
· Country of origin
D

· The Depository Trust Company
· De facto corporation and corporation by estoppel
· Deadlock provision
· Doing business as
· Double ticketing
· Duty of fair representation
E

· Ease of Doing Business Index
· Economic torts
· Employee Free Choice Act
· Enhanced use lease
· Equity of redemption
· European Patent Convention
· Extraordinary resolution
F

· F Goldsmith (Sicklesmere) Ltd v Baxter
	F cont.

· Facilitating payment
· Family and Medical Leave Act of 1993
· Finance lease
· Firm offer
· Foreign Corrupt Practices Act
· Forward-looking statement
· Fraud deterrence
· Fraudulent trading
· Free agent (business)
G

· General assignment
H

· Hostile environment sexual harassment
I

· Independent contractor
· Indispensable party
· Industrial relations
· Installment sale
· Installment sale (USA)
· International Anti-Bribery Act of 1998
J

· Japanese trade secrets
· Jenson v. Eveleth Taconite Co.
· Joint Stock Companies Act 1844
· Joint venture
· Jurisdictional strike
L

· Ladenschlussgesetz
· Last substantial transformation
· Leasing
· Leave of absence
· License
· Lien
· Limited Liability Act 1855
· Limited liability
· Limited liability limited partnership
· Limited partnership
· List of U.S.A. minimum wages
M

· Managed Service Company
· Meritor Savings Bank v. Vinson
· Misclassification of employees as independent contractors
N

· Negative option billing
· Negotiable instrument
· Novated lease
· Novation
O

· Office romance
· Oncale v. Sundowner Offshore Services
· Operating Level Agreement
· Operating lease
· Order (business)
· Ordinary course of business
· Ordinary resolution
· Ostensible authority
· Output contract
	O cont.

· Overtime
P

· Participation (ownership)
· Partnership (Australia)
· Partnership (China)
· Partnership (Hong Kong)
· Partnership (UK)
· Peer-to-peer
· Perfection (law)
· Power harassment
· Principal (commercial law)
· Process agent
R

· Recharacterisation
· Rectification (law)
· Registered agent
· Retained interest
· Rule in Clayton's Case
· Rules of origin
S

· Security interest
· Sexual harassment
· Shareholders' agreement
· Single business enterprise
· Small Business Rights Management
· Software patents under TRIPs Agreement
· Software patents under the European Patent Convention
· Sole proprietorship
· Statutory authority
· Subordination (finance)
T

· Talk:Digital rights management
· Tax patent
· Tax profit
· Title retention clause
· Trading while insolvent (UK)
· Trusted Computing
· Turnkey
· Types of corporations
U

· Undervalue transaction
· Unfair business practices
· Unfair competition
· Unfair preference
· Uniform Commercial Code
· Uniform Partnership Act
· United States labor law
· Unocal Corp. v. Mesa Petroleum Co.
V

· Vehicle leasing
· Voidable floating charge
· Voting trust
W

· Whitewash waiver
· World Intellectual Property Organization Copyright Treaty
· Wrongful trading


E.6.   International Business and Society

Description:

E.6.1.  Who is the International Business Society?
Any student, regardless of major, interested in international studies or looking to enhance their global marketability. Also, the International Business Society interacts with the international students currently. The International Business Society is an organization of students majoring in or interested in the field of international business. The club fosters greater understanding of international business practices through bringing in speakers on a variety of subjects. Topics vary each month, but can include alumni discussing their job search, resume and interview workshops, new study abroad opportunities, to resume reviews prior to career fairs. It also works to bring together members of the business community with students to offer "real life" perspectives and guidance. The club meets monthly to plan social activities and listen to guest speakers. A number of field trips to corporate offices and social activities are held each month. 
Business & Society publishes the most outstanding scholarship on social issues and ethics, and their impact and influence on organizations. In this fast-growing, ever-changing, and always challenging field of study, Business & Society is the only peer-reviewed scholarly journal devoted entirely to research, discussion, and analysis on the relationship between business and society. 

Who Reads Business & Society? 
The Scholar... Business & Society is the most current, comprehensive and cutting-edge source of research and analysis in the field. It cuts across disciplines and borders to bring timely and sharply focused research to researchers, leaders, and decision-makers. 

The Educator... Business & Society is an in-depth, engaging and practical way to stay on top of studies of business and society and bring the field to life in the classroom at all levels. 

The Student... Business & Society is the best introduction to the state-of-the-art research and thought in the field of business and society. 

Comprehensive Coverage... 
Wide-ranging in scope, Business & Society presents the latest theory, empirical research and analysis on the ways in which business and society affect each other. Topics covered include: business ethics and values · business/government relations · corporate governance · corporate social performance · environmental management · environmental issues · international dimensions of business and society relationships. 

What You Get From Each Volume of Business & Society... 
Business & Society publishes rigorously reviewed original research and occasional invited works by top scholars. Over the course of a year, over 100 experts and scholars are engaged by the journal to review every piece submitted for consideration. Each issue is comprised of traditional, easy-to-read, referenced formats, including: 

· Articles - reflecting the leading research in the field, exploring current issues, trends or problems, and providing challenging and innovative analysis 

· Book Reviews - going beyond mere description to an analysis of its importance to the field 

· Dissertation Abstracts - explaining the what and how of the research, offering the most important findings Special Sections - highlighting important events or several significant articles on a particular issue of interest 
Referals:

http://www.international-business-center.com/
http://grove.ufl.edu/~ufibs/
http://www.sagepub.com/journalsProdDesc.nav?prodId=Journal200878
http://www.iabs.net/
http://studentorg.cob.ohiou.edu/intbus/
http://www.ibsociety.ba.ttu.edu/
E.7.  Entrepreneurship and Small Business     

An entrepreneur (a loanword from French introduced and first defined by the Irish economist Richard Cantillon) is a person who operates a new enterprise or venture and assumes some accountability for the inherent risks. A female entrepreneur is sometimes referred to as an entrepreneuse. 

The newly and modern view on entrepreneurial talent is a person who takes the risks involved to undertake a business venture. In doing so, they are said to efficiently and effectively use the factors of production. That is land (natural resources), labor (human input into production using available resources) and capital (any type of equipment used in production i.e. machinery). A business that can efficiently manage this and in the long-run hopefully expand (future prospects of larger firms and businesses), will become successful. 

Entrepreneurship is often difficult and tricky, as many new ventures fail. In the context of the creation of for-profit enterprises, entrepreneur is often synonymous with founder. Most commonly, the term entrepreneur applies to someone who creates system to offer a product or service in order to obtain certain profit. Business entrepreneurs often have strong beliefs about a market opportunity and are willing to accept a high level of personal, professional or financial risk to pursue that opportunity. Business entrepreneurs are viewed as fundamentally important in the capitalistic society. Some distinguish business entrepreneurs as either "political entrepreneurs" or "market entrepreneurs."
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E.8.   Intuitive management


This is area where author can not get open explanations in form of write. Author can get only verbal transfer of knowledge in seminar forms, because for this need direct connection between getter and taker. This area is area of future on all fields peoples activity because they doing come-back to self natural possibility whose are forgetting.      
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