n Job satisfaction

My work is so rewarding

‘I work in advertising. I love my work! It’s really
rewarding and stimulating — satisfying and
interesting. Originality and creativity are very
important in this industry, of course; we have to
come up with — produce - lots of new ideas.

‘No two days are the same. I could be contacting
film companies for new advertising campaigns
one day and giving client presentations the next.
[ like the client contact and T am very much
hands-on — involved with the productive work of
the agency rather than managing it.

‘When I joined the agency, I hit it off with my colleagues immediately. I still get on well with
them and there’s a very good rapport between us. This is all part of my job satisfaction.’

BB | like the teamwork

‘P'm an aircraft engineer. I work on research and
development of new aircraft. I love putting ideas
into practice. I like working on my own, but it’s
also great being part of a team. I like the
teamwork (see Unit 9) and the sense of
achievement when we do something new. And of
course, the planes we produce are very beautiful.

‘Is there anything I don’t like? I dislike days when
’'m chained to a desk. I don’t like admin and
paperwork. Sometimes I feel I'm snowed under —
there’s so much to do I don’t know how to deal
with it. And in a large organization like ours,
there can be a lot of bureaucracy or red tape —
rigid procedures — that can slow things down.’

| want to make a contribution

'T'm a secondary school teacher. It's a low-paid job but I want to help people and make a
contribution to society. That’s what gives me motivation. My job gives me a lot of
satisfaction, The work can be stretching, taking me to the limits of my skills and
knowledge. But it’s great to see kids developing and learming. Of course, they can be very
difficult and demanding, but sometimes we even ger recognition from parenrs thar we are
doing a good job! But | don't like unnecessary interference = I don’t like people breathing
down my neck.’
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4 Management styles 1

Motivation 1

Yolanda is a senior manager of a car rental firm:

I believe that all our employees can find
satisfaction in what they do. We give them
responsibility — the idea that the decisions they
take have a direct impact on our success — and
encourage them to use their initiative — they
don’t have to ask me about every decision they
make. My style of management is participative —
employees take part in the decision-making

process. They are given a sense of empowerment
(see Unit 3).

“We hope this feeling of empowerment gives employees the feeling that they are valued — with
management knowing the effort they make. We believe that all this leads to a higher sense of
motivation — interest, enthusiasm and energy — among employees. When everyone feels

motivated, morale is good and there is a general feeling of well-being in the organization. This
leads to improved job satisfaction.’

Motivation 2
Xavier is a factory manager:

‘I don’t believe in all this talk about motivation.
My subordinates — the people working under me
— are basically lazy. They need constant
supervision — we have to check what they are
doing all the time. Some people think this is
authoritarian, but I think it’s the only way of
managing. There have to be clear rules of
discipline — you have to be able to tell
subordinates what is right and wrong, with a
consistent set of disciplinary procedures.

‘Decisions must be imposed from above without
consultation — we don’t discuss decisions with
workers, we just tell them what to do.

Theory X and Theory Y

Xavier has conservative views and believes im what the US management chinker Douglas
McGregor! called Theory X, the idea that people dislike work and will do everything
they can to avoid it

Yolanda is more humanitarian and believes in Theory Y, the more advanced view that,
given the right conditions, everyone has the potential to find sarisfaction in work.

Others have suggested Theory W (for ‘whiplash’), the idea that most work since the
beginning of human society has been done under systems of slavery.

Y The Human Side of Enterprise iMcGraw Hill 1985)
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Management styles 2

Hygiene factors

Yolanda, the car rental manager we met in the previous unit, went on a management course. She
looked at the work of Frederick Herzberg*, who studied what motivates employees. Here are the
notes she took:

Some aspects of work can lead to dissatisfaction if they are not at a high enough standard.
These are what Herzberg calls the hygiene factors:

supervision — the way employees are managed

policy — the overall purpose and goals of the organization

working conditions — the place where you work, hours worked, etc.

salary

peer relationships — how you relate to and work with others on the same level of the organization
security — level of confidence about the future of your job

n Motivator factors

Other aspects of work can give positive satisfaction. These are the motivator factors:
achievement — the feeling that you have been successful in reaching your goals

recognition — the feeling that your employers understand and value what you do by giving positive
feedback, which means telling you what a good job you are doing

the work itself — the nature and interest of the job
responsibility — when you are in charge of something and its success or failure

advancement — how far you will be promoted in the organization and/or how far you will go up the
career ladder

personal growth — how you develop personally in your work, and your opportunities to do this

Note the spelling
of career.

Empowerment

Now look at the more recent idea of empowerment (see Unit 2).

Empowerment is the idea that decisions, where possible, should be made by employees who are
close to the issues or problems to be solved, without having to consult their managers further up
the hierarchy. In other words, managers have to delegate as much as possible. Delegation is one
of the keys to employees being empowered in this way. Also, organizations become less
hierarchical, with fewer management levels.

*Work and the Nature of Man, ‘One More Time: How Do You Motivate Employees?” Harvard Business Review, 2008.
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[E Strategic thinking

Strategy

A strategy (countable) is a plan or series
of plans for achieving success. Strategy
(uncountable) is the study of the skills,
knowledge, etc. required to make such
plans. Strategic success in a commercial
organization is often measured in terms
of profitability — the amount of money it
makes in relation to the amount invested.

An important part of planning is resource
allocation. This is the way that resources
such as finance, people and assets —
equipment, buildings, know-how, etc. —
are used to achieve a particular objective.

A company’s senior executives decide or formulate strategy. Many organizations state their main
overall objective or vision in a mission statement.

A strategy requires commitment. Everyone in the organization must work towards the
implementation of the strategy — putting it into practice — and its success.

n Word combinations with 'strategic’

Here are some frequent combinations with ‘strategic’:

[ move an action with a particular purpose in relation to objectives
partnership when two companies work together towards a specific goal
fudiaio when a company decides something important for its long-

_ J term future
strategic —— :
acquisition when one company buys another for strategic purposes
goal an objective the company wants to reach
ot when someone has clear ideas about actions to take for future
success
Companies and markets
When a company:
a defends it tries to prevent competitors from being
successful there.
b attacks it starts selling there for the first time.
¢ establishes a foothold/ " it occupies a small part of the market in
tochold in 4 shdkcel, preparation for gaining a larger part.
d invades it starts to be very successful there.
e dominates it is the biggest competitor there.
f withdraws from it stops selling there.
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Competition

42

Competition

Very strong competition in an
industry can also be described as:

® cut-throat
@ ferocious
@ intense

® fierce

@ stff

Actions that increase competition
are said to encourage, intensify or
sharpen it. Actions that limit
competition are said to harm,
inhibit or stifle it.

The main competitors in a particular industry are its key players (see Unit 19). Smaller
competitors may be referred to as minor players.

Situations where there is only one supplier and no competition are monopolies.

‘Competing’ and ‘competitive’
Competing and competitive are adjectives related to ‘competition’. Two companies may produce

competing products — products that compete with each other. A competitive product is one that
has real and specific benefits in relation to others of the same type.

Here are some frequent combinations with ‘competing’:

bids price offers for a company in a takeover
. offerings products from different companies
competing - = .
suppliers companies offering similar products or services
technologies technical ways of doing something

Here are some frequent combinations with ‘competitive’:

[

where a company is in relation to its competitors in terms of

position :
size, growth, etc.
the force that one competitor can bring to bear in relation to
pressure
another
price one that is similar to or lower than those for similar products
competitive 3 T something that one competitor may do to weaken another’s
position

advantage / superior products, performance, etc. that a competitor can offer
edge in relation to others and which give it a lead over its rivals

a plan or plans for success in relation to competitors, and the

strate - ‘
gy study of this in business schools

Business Vocabulary in Use Advanced
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m Companies and their industries
Competitive forces

44

An important strategic thinker is Michael Porter!. He defines the five competitive forces at work
in any industry.

Potential entrants

Threat of

new entrants

v

Bargaining : Bargaining
Suppliers power of ——»{ Industry Com!’ e.t1tor.s <—— power of Buyers
suppliers Rivalry among existing firms buyers

f

Threat of substitute
products/services

I
J

Substitutes

These are the factors that a firm needs to consider in developing its competitive strategy (see Unit
17). A successful firm has to build and maintain — keep — its competitive advantage in relation to
these forces.

SWOT analysis
SWOT stands for strengths, weaknesses, opportunities, threats.

In formulating strategy, a company should look at its strengths and weaknesses in relation to its
competitors. For example, a good sales team is a strength, and poor internal communication is a
weakness.

The company should also look at opportunities and threats in its environment — the strength of
competitors, government regulation, the way that society is changing, etc. These are external
factors. For example, a change in a country’s legislation on broadcasting might represent an
opportunity for a group that wants to buy a television company there. The change would
probably also pose a threat to existing broadcasters.

The particular ways that a company organizes and combines its human resources, know-how,
equipment and other assets are what Hamel and Prahalad? call its core competencies. These are
internal factors.

Be good at something
Porter says that competitive advantage can be based on:

® cost leadership — offering products or services at the lowest cost; this is one strategy to
adopt in volume industries with competitors producing large numbers of similar products
@ differentiation — offering products or services that give added-value in terms of quality or
service compared to competitors
® focus — combining elements of the above two strategies to concentrate on a niche —
a specific part of the market with particular needs
The danger, says Porter, is when a company does not follow any of these particular strategies and
is stuck in the middle.

L Competitive Strategy: Techniques for Analyzing Industries and Cormnpetitors, Free Press, 2nd edition, 2004.
2

“Competing for the Future, Harvard Business School Press, 1996.

Business Vocabulary in Use Advanced
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m Key strategic issues

Industries and their players

In some industries, like steel or tyres, there are few companies: these industries are concentrated.
These are industries with just a few key players (see Unit 17). Other industries are fragmented;
for example, there are millions of restaurants worldwide, and even the largest chain, McDonald’s,
only has a market share of less than 1 per cent in terms of all restaurant meals served worldwide.

Some industries have low entry barriers — anyone with a small amount of capital can open a
restaurant.

If an industry has low entry barriers and is attractive because of its high potential profitability,
there may be new entrants. This was the case for internet service providers a few years ago; a lot
of companies offered this service at first.

Other industries, like steel, require massive investment in equipment, know-how, etc. Such
investments are high entry barriers, and new entrants to the industry are rare.

m Mergers and acquisitions (M&A)

Some companies are very acquisitive — buying
competitors in their industry or companies in other
industries in a series of acquisitions or takeovers,
which they may refer to as strategic acquisitions.
Or a company may merge — combine as an equal —
with another company of similar size.

A company may also own or buy its suppliers and J\ k/
customer companies 1n a situation or process of - - - '

vertical integration.

The result of this may be an unwieldy conglomerate - a holding company with a large number
of subsidiaries which may not be easy to manage profitably as a group.

Make or buy?

Supporters of conglomerates pointed to portfolio theory — the idea that when demand for goods
or services of one of the companies in the group was weak, it would be compensated by stronger
demand for those of other companies in the group. This meant that overall profitability would
be regular despite variations in profit from the different companies.

Recent strategic thinking, especially in the West, holds that conglomerates are not good. Many

conglomerates have disposed of or divested their non-core businesses, selling them off in order to

concentrate on their core business. This is related to the make or buy decision where companies
decide whether to produce particular components or perform particular functions in-house or,
on the other hand, to buy them in from an outside supplier (see Unit 31).

However, many conglomerates continue to exist. For example, in South Korea, there are
chaebols. They were often started as family(-owned) businesses, where different members of the
same family each owned and managed companies dealing with different parts of the industrial
process in a situation of vertical integration (see above).

The nouns relating to dispose and divest are disposal and divestment. They can be
both countable and uncountable nouns. Compare divestment with investment.
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Innovation

Innovation and the development process

Enrique Sanchez is head of new product development at BT e

a large consumer products company: a2y X Km0
. . . . P Wh 5 %

“We want to foster creativity and innovation — the R b _ 2

development of new ideas. Ours is a large company, but 2
we want to avoid becoming bureaucratic, with slow e
decision making,. -

“We encourage employees to be creative within the
organization and to work on their own projects outside
the usual frameworks; we allow them to spend 15 per
cent of their time on this. We set up skunk works — a
place away from the main company sites and outside
the usual structures, to work on innovations. This is the
way we do our new product development. The most
famous example of this was IBM, when it developed its
PC away from the company’s main research and
development (R&D) sites.

\ 1 =
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“We firmly believe that companies have only two basic
functions: innovation and marketing. Our marketing
people are heavily involved in new product development.
They get the reactions of focus groups — groups of
consumers who say what they think of the product — at
a very early stage in the development process.’

Pioneers and followers

‘One problem is to know whether to introduce a product or service before anyone else or to
wait for others to introduce similar products. Some say that if you bring a product to market
first, you have first mover advantage — you can influence the way the market develops. These
companies or their products are trendsetters or innovators. Others say that it’s better to be
followers and learn from the mistakes of the pioneers.
Pioneer is also a verb but is

more frequent as a noun.

Shakeout and consolidation

A new or emerging industry, perhaps one based on a new technology, can be attractive; the
future structure of the industry is not yet established and there is room for many competitors.
But as growth in the new market slows, smaller competitors with higher costs can no longer
compete. They drop out or are bought by the larger companies in a process of shakeout and
consolidation, leaving the larger companies with the resources to dominate the industry, which is
now mature.
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Preparing for the future

Scenario planning
Manuel Ricardo works on long-term strategy in a large oil company:

‘My job is to contribute to long-term plans for our future activities. We have to anticipate —
judge and estimate — what competitors” behaviour and activities will be. We also have to look at
trends in the general social and economic environment, and be ready to respond to changes in
society and changes in the economy as a whole. This is called scenario planning. In our
organization, we imagine ways in which the energy industry might change and evolve — how the
industry might develop — and what the place of oil will be in relation to alternative fuels in 20,
50 or 100 years from now.

Futurology

‘T'm a kind of futurologist or futurist. Of course,
futurology is not an exact science, but there are
ways of forecasting or predicting the future in a
structured manner. There is the Delphi method,
where a panel of experts make forecasts about a
subject independently, and the forecasts are
circulated to the other members of the group.
Each member then comments on the others’
observations. The process is iterative — repeated
several times. Opinions converge — become more
similar — and experts reach a consensus — an
agreement about what is likely to happen. The
method can be used to make predictions in a
number of different applications — uses.

‘The technique is based on the idea that a structured group will produce more accurate results
than an unstructured one or from individuals working on their own. It can be adapted for use in
face-to-face meetings, and is then called mini-Delphi or Estimate-Talk-Estimate (ETE).’

Risk management

‘A related area is risk management. Operating in politically unstable countries is one of the most
extreme examples of where we have to manage risk. The dangers there may include
nationalization of assets by the government.

‘Elsewhere, we may be accused of working with governments that people do not approve of.

We have to think about the impact of this in terms of our reputation for social responsibility
(see Unit 48).

‘There is the danger of oil spills from ships transporting
our oil, with the resulting pollution and associated
costs of fines, cleaning up, etc. In addition, there is the
much greater long-term cost of the negative effect this
has on our image — the way the company is perceived.
A badly handled oil spill is a public relations disaster.

‘These are some of the potential crises we face. We try
to have contingency plans or crisis management plans
for all the risks we can think of.

‘If our computer systems are damaged, for example in a fire, we have
business continuity plans, involving back-up machines on another site gf singular: crisis
so that we can carry on working normally. Sl s

Business Vocabulary in Use Advanced
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Manufacturing

y4%) Supply chain management

Here are some frequent combinations with ‘manufacturing’:

sector

the sector that makes things, rather than other sectors of the
economy

plant

a factory

jobs

work making things, rather than in other sectors

manufacturing { productivity

the amount produced by each worker, or group of workers
— their output

capacity

the amount that can be made at a particular plant, or at
plants as a whole

operations

activities related to making things

| process

all the stages involved in making something

Manufacturing plant sounds more modern than
factory or works. Fab plant is used to talk about
one where hi-tech manufacturing of silicon chips —
the main components of computers — takes place.
An assembly plant is one where products such as
cars are put together on assembly lines.

A new plant is built and production is ramped up —
progressively increased. Perhaps the plant will
operate at full capacity — produce as much as it is
able to — or below capacity. A plant that

1s not operating at all is idle.

Manufacturing plant

Manufacturing operations depend on networks of suppliers of raw materials, components, etc.
that have to be ordered and delivered at the right time. These suppliers make up the supply
chain, and organizing and managing it efficiently is supply chain management (see Unit 30).

Vertical integration

When Ford started making cars, it raised its own sheep to provide wool for the seat covers!
This is an example of vertical integration — when a company produces everything internally
that it needs, owning all the stages of the supply chain itself.

Many organizations outsource some of their requirements and buy them in from outside
This is an example of vertical integration — when a company produces everything internally
that it needs, owning all the stages of the supply chain itself.

Many organizations outsource some of their requirements and buy them in from outside
(see Unit 31). The buying-in process is known formally as procurement.

In advanced manufacturing, suppliers are integrated into a manufacturer’s information systems.
They often deliver required parts just-in-time, eliminating the need for warehousing — handling
and storage in expensive warehouses. Managers from the manufacturer often supervise the
supplier’s own production lines. This leads to clusters — groups — of suppliers located very near
the manufacturer, their main or only customer. Plants such as these that provide components to
only one nearby manufacturer are captive plants.

Retailing

Services such as retail that involve the movement of physical goods also depend, of course, on
managing the supply chain efficiently. The efficient transport or distribution of goods, and their
storage, especially in automated warehouses managed by sophisticated computer programs, is

known as logistics (see Unit 30).
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Logistics

Logistics

The Council of Supply Chain Management
Professionals (CSCMP) in the US has defined logistics
as ‘... that part of supply chain management (se¢ Unit
29) that plans, implements, and controls the efficient,
cost-effective forward and reverse flow and storage of
goods, services and related information between the
point of origin and the point of consumption in order
to meet customers’ requirements’.

Another definition by CSCMP is ‘the management of
inventory — stocks — at rest or in motion’. The inventory
referred to here can be of raw materials or components:

® work-in-progress — for example, some cars are transported between quite distant plants
for different parts of the manufacturing process

® finished goods
A h T i BrE: stocks (countable) stock (uncountable),
manager who works mn logistics, or an academic AmE: inventory

who studies the subject, is, formally, a logistician. BrE: work-in-progress,
AmE: work-in-process or inventory-in-process )

Word combinations with ‘logistical’

nightmare
The related adjective is logistical, or much more rarely, logistic. problem
Here are some frequent combinations with ‘logistical’. It’s - difficulty
interesting to note the negative nature of some of the most logistical challenge
frequent words following ‘logistical’. hurdle

obstacle

Reverse logistics

Reverse logistics ‘involves the flow of materials back to the
distribution, production or supply stages where valuable
outcomes result from their return’*.

Sustainable development requires manufacturers to be
responsible for their products from cradle to grave — from
their production to their disposal or recycling.

One initiative in this area is the European Union directive —

set of rules — on waste electrical and electronic equipment AR =
(WEEE). The directive gives guidance on: Waste disc drives for recycling

® Reuse involves using the product again without going through one of the steps below.

® Repair involves fixing or replacing broken or non-functioning parts or components for
use by the original or another buyer.

@ Refurbishment involves restoring the product back to the original specifications.
Refurbished products often have reduced capabilities and limited additional service life.

® Remanufacturing aims to upgrade the product — improve its quality and performance, for
example with additional functions and features.

® Recycling aims to salvage — save for future use — as much value as possible from retired -
no longer used - products. This involves reusing parts and components from products
that have been dismantled — taken apart — and by recovering materials.

*David L. Rainey: Sustainable Business Development, CUP, 2006.
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Outsourcing and offshoring
Outsourcing

Outsourcing is when organizations pay subcontractors -
outside suppliers — to do work that was previously carried
out in-house (see, for example, the first three
combinations below). These activities may be described as
non-core — not a part of the organization’s core
competences or competencies — the skills that allow it to
maintain its competitive edge (see Unit 17). For example,
Kodak considers that its core competence is electronic
imaging and has kept this in-house; it subcontracts or
farms out many other activities.

A key problem is identifying what is core and non-core. A company must undertake transaction
cost analysis of each activity to see whether it would be cheaper to outsource and benefit from a
supplier’s expertise — skills and knowledge — because it does not have this expertise and 1s
unwilling or unable to develop it strategically. The company has to decide which capabilities —

skills — are central to its particular corporate culture — the way it does things, how its employees
think, etc.

Here are some frequent combinations with ‘outsourcing’:

business process | administrative tasks
information

computer-based tasks
technology (IT)
logistics ¢ outsourcing  transport and warehousing

outsourcing that is important for the company’s
long-term goals

offshore J offshoring (see below)

‘ Business process outsourcing

Business process outsourcing (BPO) includes:

strategic

® back office outsourcing which involves business functions such as:
a purchasing - buying in materials, etc.
b payroll — payment of employees’ salaries
¢ billing or invoicing — preparing invoices and sending them to customers

@ front office outsourcing which involves customer-facing services, such as:

d technical support — maintaining products bought by customers, training customers, etc.
e marketing

Offshoring

Outsourcing to companies abroad is offshoring. Financial institutions were among the first to
offshore their back office operations, with call centres and IT services moving to countries such
as India and the Philippines.

Knowledge process outsourcing (KPO) relates to tasks such as research and development in
pharmaceuticals, design and development in the car and aircraft industries, medical services, and
legal support services. This work requires highly qualified employees, sometimes referred to as
knowledge workers. There are, of course, cost savings when using workers in these areas in
developing countries.

This is all part of the trend of companies to globalize (see Unit 54).
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High-speed broadband access to the Internet, making it easier to download text, pictures and
video, etc. has now become well-established.

Higher bandwidth — connection speed — allows better use of some applications such as webcams,
for two-way video communication, and video-conferencing, where people in two or more
locations can see and talk to each other.

Internet TV is also emerging, with users able to watch television as it is streamed over the
Internet, and with video-on-demand (VOD) services such as the BBC’s iPlayer to watch
programmes later.

Internet access is increasingly available on wireless LAN (local area network) systems, also
known as Wi-Fi. To access the Internet in this way, you have to be in a particular hotspot —
a place such as a café, airport terminal, etc. equipped with the network.

BEEEY Mobile Internet

This relates to accessing the Internet via mobile devices such as mobile phones and personal
digital assistants (PDAs), also referred to as handhelds. In this area, a new category of computer
has emerged: the netbook, a small, portable laptop computer with no moving parts, specifically

designed to browse or surf the Internet. The standard mobile communications technology for
doing this is 3G.

Mobile devices increasingly come loaded — equipped — with different applications or apps —
programs for different uses, for example email, a music player such as Apple’s iPod, etc. Another
of these applications is SatNav — satellite navigation using GPS (Global Positioning System) —
with mapping to see where you are and to navigate — plan and follow routes.

Moore'slaw

As ever, Moore’s law is playing its part in bringing down the price of different devices. This is the
principle that the computing power of a particular size of computer chip — the basic component
of computers — will roughly double every 18 months. This means that the cost of a particular
unit of computing power will continue to halve every 18 months for the foreseeable future. The
law is named after Gordon Moore, co-founder of the chip company Intel, who made the
prediction in 1965.
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The evolving Web 2

Web 2.0

The Internet is evolving. Many internet companies went out of business when the dotcom bubble
burst in 2000-1.

What has emerged is Web 2.0. “Web 2.0 is the business revolution in the computer industry
caused by the move to the Internet as a platform, and an attempt to understand the rules for
success on that new platform.” It emphasizes:

@ communication
information sharing

interoperability — the ability of different computers and computer systems to work together

collaboration - users working together, for example on wikis — websites that anyone can
edit — contribute to and change; the most famous wiki is the online encyclopedia Wikipedia

Keeping in touch
Instant messaging allows internet users to send short messages to each other that are received
immediately.

Social networking sites allow users to post — make available — details and pictures about
themselves in their profiles, say who their friends are, etc.

Some are external social networking sites open to everyone. There are also internal social
networking sites open only to particular groups, for example medical workers in a particular
speciality, who exchange information and advice with each other in a specialized forum. Here,
users may be vetted — checked — to see if they are properly qualified.

Video-sharing sites such as Youtube have created another online community — internet users seen
as a group. Users upload videos they have made to the site for all to view. (When users upload
material copied from elsewhere, there are problems — see Unit 37.)

Other online communities make up the blogosphere and include:
@ blogs — online diaries written by bloggers, with readers able to react and comment
® chat rooms — users conversing with each other in written form to socialize

® forums — where people discuss a particular subject

Website attractiveness

Websites are judged by their attractiveness — how nice they are to look at — and their user-
friendliness — how easy they are to use. By their nature, some applications are more interactive
than others, requiring more activity on the part of the user.

Many websites are free to use and they generate revenue — make money — with advertising.
Advertisers, like site owners, want to know how many hits they are getting — how often the site
is visited — or in other words, the amount of traffic they have, as well as the number of unique
users — different visitors to the site. There is also the number of page views — the total number of
times that people look at the site’s pages. Another factor is whether a site is sticky — whether
users stay on the site for some time. The related noun is stickiness.

There are specialized internet ratings agencies that measure user numbers, stickiness, etc. One
task of website management companies is to ensure that when people enter particular words in a
search engine like Google, a site is near the top of the rankings — the list of sites that appear first.

Website developers are always looking for the next killer app — the next very popular and
profitable application.

* Tim O’Reilly’s definition of a term first used by Dale Dougherty and Craig Cline.
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Knowledge and the Internet

Knowledge creation

Ikujiro Nonaka and Hirotaka Takeuchi suggest a model of knowledge creation — the way that
knowledge in a company is built up. They see this as a process that is continually growing and
developing. To understand and manage it effectively, they suggest the SECI model. They see this
as a repeated process that will build up an organization’s knowledge over time.

These steps are to be found in a learning organization, one that is able to produce innovation —

new ideas and products (see Unit 20). Knowledge is a company’s intellectual capital.

/+\

a Socialization: spreading tacit b Externalization: developing
— unspoken - knowledge by concepts, often with analogies —
sharing experience in working on when one idea is used to increase
something. understanding of another — that
allow them to be communicated.

d Internalization: through learning
by doing and hands-on experience,
the knowledge becomes part of
the individual’s knowledge base
— what they know - and thus ¢ Combination: sorting, adding and
becomes an asset — something combining ideas to ‘make’ new
valuable - for the organization. knowledge.

Intranets

One way of making knowledge available to everyone in a company is through a company or
corporate intranet — a website specifically for a company’s employees. For example, in project
development, they can look at how past projects were organized, how much they cost, etc. They
can see new ideas that were proposed but that were never taken up. Employees can tap into a
vast amount of information. There can be chat rooms and forums (see Unit 33) for discussion of
ideas and the spreading of knowledge.

A possible problem is managing this knowledge and making it available in usable ways. The
information has to be well-organized, otherwise there is a danger that people will be
overwhelmed by information overload. There has to be metadata — information about where the
content is to be found.

Global communities
Rob McEwen is the CEO of Goldcorp Inc, a gold mining company:

‘We completely changed our approach to knowledge. We were having trouble finding gold in a
particular place, so we made all the information we had accessible on a collaborative site on the
Internet. Until then, a lot of this information had been proprietary — we owned it and didn’t
share it.

“This is mass collaboration, collective intelligence, crowd intelligence or crowdsourcing, call it
what you will; anyone who wants to can collaborate on an online project. We gave prize money
for successful suggestions about where to find gold, but there are cases, such as the online
encyclopaedia Wikipedia, where networks of people do this for enjoyment, recognition by others,
or opportunities to socialize with others. They may be referred to as prosumers — contributors to
the “products” that result.
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Internet security

Attack and defence

Melissa Vorster is a consultant on internet security:

‘I work with companies to try to prevent hackers
from infiltrating — illegally penetrating — the
companies’ computer systems in order to steal or
destroy the information on them. Hackers may
write programs designed to overload an
organization’s system with requests for information
so that users cannot access it. This is a denial of
service attack, and it causes huge inconvenience for
customers and lost business for companies.

‘Another problem is viruses. A virus is a small program designed to make computers
malfunction, despite the firewalls and anti-virus programs that we install as the technical
defences to prevent computers being infected. Computers may also be hijacked - used to send
viruses on to other computers. Virus programs designed to do this are Trojan horses. These are
just some examples of malicious software or malware.’

B Cybercrime

‘Cybercrime is criminal activity on the Internet. Companies that sell goods and services over the
Internet need to reassure customers that their credit card details will not be stolen by
cybercriminals. Confidential information is encrypted or coded so that it cannot be read by
others. Companies that sell on the Internet will display the level of encryption that users of their
site benefit from.

‘Internet bank accounts are protected by passwords. Phishing is when criminals try to obtain this
information by sending emails that pretend to be from someone’s bank, telling them to reconfirm
their security details — passwords, etc. — and allowing criminals access to the account. Or they
may manage to put spyware on your computer that records passwords, etc. as you type them.
This is identity theft.

“You might get an email telling you that you have won a lottery or that someone’s uncle has died
and left money that you can claim. These, of course, are scams.’

Privacy and confidentiality

“When someone uses the Internet, they leave an electronic
trail - a record of the sites they visit — and if they buy
something, their personal details. This raises issues of privacy
and confidentiality. Who should have the right to access and
analyze this information?

“This is all part of the debate about the powers of surveillance
— the powers to watch and examine the activities of private
individuals — that law enforcement agencies, such as the
police, should have. Critics say that the authorities should not
snoop into people’s private lives; they say that there are big
issues of civil liberties at stake. These are freedoms that
ordinary people should have without being watched by Big
Brother - a term from George Orwell’s novel 1984 describing
a society that was under constant surveillance.
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E-commerce sites are used to sell over the Internet. Sites specialize in either business-to-consumer
(B2C) transactions or business-to-business (B2B) ones. E-procurement is when businesses,
government organizations, etc. obtain supplies and services using the Internet.

Here are some frequent combinations with ‘e-commerce’:

portal a ‘gateway’
platform a computer system used
site a website )
e-commerce — : : for selling on the Internet
application a particular type of site
solution a technical means used
software programs used

B2C

Business-to-consumer e-commerce has come to be dominated by a few big companies like
Amazon, which used its initial strength in selling books to extend to all sorts of other products.
Amazon is a pure-play - exclusively — online seller; it has no bricks-and-mortar outlets — no
traditional shops. This is pure e-tailing.

Other retail organizations are clicks-and-mortar outlets, combining e-commerce with sales
through traditional outlets. The Tesco supermarket chain uses e-commerce in conjunction with
its existing operations; it did not have to invest in a whole new expensive infrastructure of new
computer systems, warehouses, etc. to take care of e-fulfilment - the processing and delivery of
orders.

Price comparison sites allow you to shop around and compare prices of different sellers without
having to go to each site individually. Screenscrapers go to different sites and compare prices for
the same products or services, for example flights or insurance, and allow you to buy through

the screenscraper site.

BrE: e-fulfilment

AmE: e-fulfillment

B2B

In business-to-business e-commerce, groups of companies can set up e-marketplaces, trading
hubs or trading platforms. These are sometimes used to organize reverse auctions on the Internet
— the supplier offering the lowest price gets the contract. But this can go against a wide range of
close, long-term supplier relationships (see Unit 29).

There are private e-marketplaces where a single company deals with suppliers in this way. Some
companies prefer to use this form of e-commerce because they do not want to indicate their
requirements to their competitors, thus revealing their current activities. There are also
consortium e-marketplaces where key buyers in an industry get together to organize buying and
selling on a collective basis.
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Intellectual property

Downloading
Joe Reggiano is a music industry executive:

‘We don’t sell as many compact discs these days. Internet
users can download music from online music stores such
as iTunes for very reasonable amounts. We license the
stores to do this. We even organize downloads of concerts
just after they have happened. So the whole business
model in our industry is changing. This is the new way to
generate revenue — make money — with our content, in
other words our music, pay royalties to its creators — the
performers — and make a profit and stay in business.

‘Of course, illegal downloading and file sharing, when people make copies for their friends on
peer-to-peer (P2P) sites, is still going on. But we think that legal downloading is a better
alternative for consumers.

Copyright infringement
Julia Kaprisky is a film industry executive:

‘We have problems with films appearing on the Internet even before their release — before they
come out in cinemas. And when they do come out, there are people who pirate our films by
using cameras in cinemas. This piracy is infringing our copyright. Content providers like film
companies face a big challenge through copyright theft such as this. Our assets — our films — are
our intellectual property. The companies can only be profitable if these assets are copyrighted
and protected.

‘Everything on the Internet is in digitized form — the language of computers and the Internet.
People can make perfect copies of music or films without any loss of quality. We have technical
means of encryption so that records and films cannot be copied. We also use a system of
electronic or digital watermarks - technical means to identify the source of all material. But of
course, there will always be people who find ways of breaking this encryption; our defences will
have to become more and more technically advanced.”

Another form of digitized
is digitalized.

Digital rights management
Julia Kaprisky continues:

‘There is a lot of discussion about digital rights
management (DRM). Some people say that films and
music should not be copy-protected, but we argue
that films need to make money and be profitable if
we are going to be able to pay film makers, actors,
etc. and to invest in new films.

‘We want a system of digital rights management to
make sure that people pay for the films that they
watch. We want total copyright protection for all our
products whereby we receive payment for all use of
our property. We want to fight any idea that a record

M

or film can be “free”.
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(1) World Of Work

@ My work is so rewarding
Rewarding 3R
Stimulating 31
Originality Lol
Creativity S
Presentation &ty
Client Contact Sy b e
Hands-On O35l (S ¢ Cwd 4 5l T

G I like the team work
Putting ideas into practice
Working on my own
Achivement

Chain to desk

Admin and paperwork
Snowed under

Red tape and bureaucracy

O e 1y by owy!

ga;)lr 655 553
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S0 Sty O — 0 4 Sy
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Between 9o Among B s ]
@ I want to make a contribution
Contribution S slie ldoc 08397 (83 3O (oS e
Motivation 0 385 ¢ &5 o ole
Satisfaction R alo)
Stretching work oW bl
Limits of skill Ssleo Sy
Difficult and demanding Loy CBlb 9 ook
Get recognition R P SR CICE N
Unnecessary interference g0 2 Sl
breathing down my neck OAb ELd (S90¢ S &S g S I o
(2) Management styles 1
@Motivation 1
Senior manager sl e Motivation2
Car rental firm 93995 o3l S Subordinates 4 oo g3 33l g 3
Find satisfaction 035 ales ol Working under me S ) (0 J5 33
Responsibility ol s Constant supervision s g sy b &
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(3) Management styles 2
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@ Strategic thinking  <R3'5! &

@ Strategy
Profitability 897 S gui RIS gu Strategic Success < 5lgel cuidee  Commitment ags ¢l
Asset 1518 51 el o 5 . . .
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@ Companies and their industries
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@ Risk Management
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@ Preparing for the future
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@ Manufacturing

Manufacturing +

Fab=Fabricate
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Process

@ Supply chain management
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@ Outsourcing and Offshoring
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Trojan horses

Malware = malicious
software

@ Internet security
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@ Privacy and confidentiality

Electronic trail
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Law enforcement
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@ Downloading

Property

Intellectual

Intellectual Property
Music industry executive
Very reasonable amounts
License

Business model

Generate revenue
Content

Royalty

Creators
Performers

Illlegal downloading
File sharing

P2P(peer to peer)
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Copyright Infringment

Copyright
Infringement

Film industry executive
Release

Pirate, piracy
Infringing copyright

Content provider

Face a big challenge
Copyright theft
Asset

Digitized ,Digitalized
Perfect

Encryption

Digital watermark

Record

Argue

@ Digital Rights Management
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Copy-protected
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