Jacky He/BAFS notes
Ch1Hong Kong’s Business Environment
Characteristics in Hong Kong:
· Lack of primary industry(lack of arable land and natural resources)
· Concentrate on tertiary industry
· Dependence on external trade(depends on other countries to import consumer durable[耐用消費品] and food, entrepot[轉口港])
·  A free market economy
i. Laissez faire policy
ii. “Big Market, Small Government”/ “Positive Non-Intervention” policy
iii. Free flow of capital and No trade barriers
· Simple taxation
· Free flow of information

Relationship with China:
· Historical background
· CEPA(Closer Economic Partnership Arrangement)
i. Reduce trade barriers (all goods, two side)
ii. Reduce or eliminate all discriminatory measures
iii. Promote trade investment facilitation [貿易投資便利化]
iv. Zero Import tariff preference [零關稅優待], Zero tariff when exporting product to China
v. Enjoy first-mover advantage when entering Chinese market
· Trading partners
i. China is the largest trade partner(re-export, import, export)
· Flow of investment
i. Major source of foreign direct investment or China
ii. Funding Centre for the mainland
· Flow of people

Political and legal factor to improve business environment:
· Democratic[民主]
· Fair competition
· Private property right
· Enforcing business contracts
· Allow free flow of information
· Prevent corruption[貪污] and bribery[賄賂]


Ch2Form of business ownership(Econ: micro Ch8)
Private enterprise:
· sole proprietorship
· partnership
· limited company(joint-stock company[股份公司])
i. private
ii. public

Public enterprise:
· Government department
· Public corporation

Comparison of ownerships
	
	Sole proprietorship
	Partnership
	Private limited 
	Public limited

	liability
	Unlimited
	Limited

	Owners’ name
	Owner
	Partners
	Shareholders

	Owners’ number
	1
	2-∞
	1-50
	1-∞

	Controller
	owner
	Partner
	Board of director

	Setup
	Business Registration Certificate(BRC)only
	Harder, more doc needed

	Continuity
	No, owner die, company die
	Yes

	Legal entity
	No
	Yes

	Profit Tax rate
	Lower, 7.5-15%
	Higher, 8.25-16.5%

	Disclose financial information
	No
	Yes

	Accounting cost
	Can be No
	Less
	Most

	Transfer share
	Not a legal entity, cannot issue shares
	Harder, board of director can refuse
	Easy

	Take control by other owner
	Won’t
	Harder
	Easier

	Source of capital
	Least
	Middle
	Middle
	Most

	Capital comes from(exclude loan)
	(1 owner)
	(2owner up)
	(Share and debenture)




Partnership:
An enterprise owned by at least two partners, without limited liability
Types of partners:
	
	General Partner
	Limited Partner
	Nominal Partner

	Resource provided
	Money
	Reputation/ Expertise

	Liability
	Unlimited
	Limited
	Doesn’t share profit/risk

	Participate in managing
	Yes
	No
	Consultant[顧問]


Characteristic of Partnership:
· At least two partners
· Unlimited liability
· Bound by the decision 

Limited Company:
An enterprise has a separate legal existence and owned by shareholders
· Separate legal existence
· More source of capital
· Restriction on the company’s name (Must have the word Ltd, cannot be same of others)
· Limited liability
· Separation of ownership and management


Type of share + bond/debt:
	
	Ordinary Share
	Preference Share
	Bond(gov)/Debenture(co)

	When receives dividend/interest?
	Board of director decide
	company make profit
	Maturity dates arrive

	Feature of return
	May not be paid(e.g. Tencent)
	Must paid, otherwise bankrupt

	Name of holder
	Owner/Shareholder
	Creditor

	Return stability
	Unstable(can be no dividend)
	More Stable

	Return rate
	Usually More
	Less

	Voting Right
	Yes*
	No

	Get money when bankrupt
	Last
	Second last
	Third Last

	Company view

	Result of issuing
	Capital
(Equity financing)
	Liability/Interest expense
(Debt financing)

	Decision making
	Affect decision
	No influence on company’s decision


*Voting right is used in annual general meeting(AGM) and can elect board of directors to run up the company 
Joint venture:
Formed by two or more entity to develop, produce, or sell products. By agreement

Reason of forming joint venture:
· synergy effect[協同效應] Firms which form joint venture usually have different types of assets, technologies, knowledges, or expertise. By pooling their resource together, they can do sth much better.
· When enter unfamiliar overseas market
i. Can provide valuable information
ii. Establish a working relationship with other local companies (e.g. suppliers/distributors)
iii. Help the company to meet the requirements for doing business in the oversea market
Characteristics:
· Formed by two or more entities
· Contribute different types of assets, technologies, knowledges, or expertise
· The entity formed by joint venture has a separate legal existence (if it’s limited)
· Partner usually involve in managing the business

Pros:
· Share risk
· Economy of scale
· Share resource
· Easier to enter to new market
Cons:
· Disagreement between partners
· Leaking of financial information
· Loss of autonomy [自治]

Franchise:
Franchisor own the business, Franchisee join the business

For franchisor:
Pros:
· Share operating cost /promotional fee
· Can buy stocks in bucks to reduce cost (Economy of scale)
· Easier to expand business
· Obtain capital
Cons:
· Make huge investment to build the system (e.g. training)
· Business may be ruined
· Leek of information

For franchisee:
Pros:
· Can obtain wide range of support
· More well-known, trusted by the customer (reputation)
Cons:
· Less independence
· Need to pay franchise fee[加盟費] or royalties [版税]
· Oversea franchise may hard to communicate
Public enterprise:
Government department:
· Provide social service

Public corporation:
· incorporated by statute[根據法例成立]
· limited, have separate legal existence
· self-financing
· operate on a commercial basis

Pros:
· Easy to raise capital (have confidence to government)
· Narrow income gap (provide essential goods with subsidized prices)
· Provide service to the general public
· Avoid wasting resources
Cons:
· Does not face competition, become insufficient
· Increase the burden of taxpayer

Multinational corporation:
· Are usually large in scale and are public limited company
· Bring in capital, knowledge, and technology
· Provide employment
· Hong Kong, steppingstone to China


Ch3Business Ethics and social responsibility
Responsibility of firm:
· obtain profit form the community, they have obligation to contribute the society
· need support from the community (need example)
· enhance image and reputation to attract customers
· improve staffs’ welfare and working environment, enhance staff morale[士氣] and loyalty[忠誠]
· willing adopt policy to protect workers and environment, so the government don’t need to impose stringent[嚴格] law and regulations

How to and why we need to achieve social responsibility:
Universe way to achieve:
	the safe and quality should meet the standard
	Customer, Distributor

	pay (the [interest/loan/tax]) promptly (honestly)
	Supplier, Creditor, Government

	honor the contract[遵守合約]
	Supplier, Distributor 



owner and shareholders:
reason:	they invested money to the company and bear the business risk
they obtain profit from the performance, image, and reputation
· it is responsibility of firm to make decision to meet the interest to the owner

manager and employee:
reason:	they bring skills expertise and experience to firm
they use firm resources to help firm make profit
they expect reward from the performance
· provide monetary and nonmonetary goods for reward
· provide healthy and safe working environment for worker

customers:
· the firm provide service and product for the customers to buy
· the price and quality of product should be reasonable
· provide after sale service which can maintain a long-term relationship

supplier:
reason:	need supplier to supplier the input of the product

distributer:
reason:	need distributer to distribute their product to the costumers
creditor:
reason:	They loan the money from the creditor
· the financial position and information should be clear and honest

government:
reason:	the government is affected by the tax payment/
the government policy is influenced by the lobbying effort individual firm or trade association 
government policy will affect the business policy 
· comply laws and regulation

community and society:
reason:	the firm may affect the neighborhood and society
the firm provide job opportunity to the society
the firm supply good and service to the society
the large firm may drive out the traditional small firm, it may cause hardship of them
· the firm need to protect the environment and minimize the damage to the environment
· the firm need to support a wide range of charity
· pay compensation to those affected 


importance of the ethics:
· lose the image and reputation of the firm 
· loss credit
· customer stop buying/boycotting
· may face suspension if the stock price drop
· don’t have trust and support
· the bank isn’t willing to offer loan

way to enhance ethical awareness
· emphasizing the importance of the ethics when recruiting the new labors
· compiling a code of ethical practice for the workers to follow
· provide training and educational courses 
· rewarding those ethical practice and punish those unethical practice 
· senior manager should demonstrate a commitment to ethical practices


Ch4Management Function
To manage the firm effectively and efficiently

Level of management:
· Top Level Management
Definition: Make company-wide decisions and determines the overall goals and direction of the company
· Middle Level Management
Definition: Carries out company plans, and decisions made by the top management
· First-line Management
Definition: Supervises workers in the daily operation of the business

Four management Functions:
· Planning 
· Organizing
· Leading
· Controlling

Planning:
Importance of planning:
i. Anticipate potential[預測潛力]
ii. Provide direction to employees
iii. Clarify roles and responsibility

Planning Process:
1. Establishing objectives and goals					(what)
2. Gathering useful and relevant information			(how)
3. Evaluating and determining alternative option		(how)
4. Setting a time frame for actions					(when)
5. Implementing the plan

SMART goal:
Specific	
Measurable
Attainable	可達到
Relevance	相關
Time Frame


Organizing:
Level:
	
	Tall structure
	Flat structure

	communication
	More Difficult
	Easier

	Efficient and Flexible
	Less
	More

	Span of control(下屬數量)
	Narrower 
	Wider



Job relationship:
Superior
Subordinate
Colleagues

Authority:
Line authority: Supervisor  Staff
the one give instruction has a higher position
Staff authority: Staff  Staff
無從屬, just to support assist and give advice

Grouping (Name of those groups):
Divisions, Departments, Committees, Units

How to Form department:
	By product
	Simple division of labour

	By function (e.g. IT, Human Resource)
	Complex division of labour

	Be Geographical location (usually MNC)
	Regional division of labour



Leading:
Importance of leading
i. Motivating workers to perform their tasks		鼓勵員工
ii. Avoiding problems and mistakes			避免問題
iii. Improving company performance			提升表現


Leadership style
	
	Autocratic
Leadership
	Participative Leadership/
democratic Leadership
	Laissez-Faire Leadership

	Incentive to work
	Passive
	Active

	Experience needed of worker
	Less
	More

	Responsibility takes by
	Manager
	Manager More
	Workers More

	Speed needed for the mission/job
	Faster (e.g. Fire Fighter)
	Slower

	Share of information
	Less
	More

	Final decision made by
	Manager
	Worker


Other characteristic of Laissez-Faire Leadership:
	Worker can work independently and are highly motivated
	Task require freedom or creativity (e.g. painting)

Controlling:
Controlling process:
1. Setting performance standards					set目標
2. Measuring actual performance					記錄表現
3. Comparing actual performance with the standard		比較
4. Take corrective actions							改正

Division of labour:
Broke down the production process into many tasks
Specialize in doing parts of the job rather than the entire job
Practice makes perfect
	Low job satisfaction

Unity of command:
	一件事一個上司
Unity of direction:
	Whole company one direction, all employees have same goal

Authority and responsibility:
According to the parity of authority and responsibility[職權相稱原則]。 Authority and responsibility should be in balance. 

Delegation [授權]w:
Although managers can delegate tasks to their subordinates, they are will accountable for the final results. The manager should over sea and monitor the tasks.

Management by objective:

Pros:
· Set the objective together
· Subordinate have clear understanding of the objective
· Enhance coordination
Cons:
· Take a lot of times
· Manager need to more active
· It focuses on short term objective
Ch5Key Business Function
Human resource management:
Objective: ensure the company has the right number and kind of worker
Tasks:
· Human resource planning
· Recruitment [請人] and selection [揀人]
· Training and development 
· Performance appraisal (evaluate job performance)
· Compensation and benefits management (can motivate worker to work productively)
· 
Financial management:
Objective: to maximise firm’s wealth
Manage the financial resource(asset) and financial obligation (liability)
· Developing and carrying out financial plan
Forecast[預報] the short/long-term financial
Develop Budget to meet those needs
Monitor actual revenue costs and expenses
· Obtain funds
Equity financing(Dilute shareholding)
	Retained[保留] profit
	Debt financing(Liability )


Operations management:
Objective: ensures that goods and services are produced efficiently and meet quality standard
Tasks:
· Inventory management (input & output) and Quality assurance
Keep the goods in good condition
Regular inspect tools and equipment
Acquire[取得] quality part form supplier
· Design effective production process
Forecasting[預測] demand
Planning for capacity
Design a facility layout
Scheduling work

Marketing management:
Objective: use marketing strategies to meet customer needs better than competitors
Tasks:
· Create customer needs (new market)
· Planning
Marketing segmentation[分化], divide a market into smaller consumer groups
Selecting target market
Develop an effective marketing strategy
· Organising 
· Implementing [實施]
· Controlling (evaluate the result of marketing plan)

Information management:
Objective: gathering, processing, storing, and distributing information
		 Provide correct information to right people at right time in the right form
Tasks: 
· Collecting various data
· Transforming data into information

Risk management:
Objective: Assessing and identifying a company’s exposure
		 Developing methods to minimize loss
Risk management strategies:
· Risk avoidance (唔做冇事,索性唔做)
· Risk assumption[承擔]
· Risk reduction(e.g. smoke detectors)
· Risk transfer
Ch6Small medium enterprises (SMEs)
SMEs in Hong Kong:
Manufacturing sector:		 <100 employees
Non-manufacturing sector:	 <50 employees

Characteristics of SMEs:
	
	SMEs
	Larger Company

	Ownership
	Owned and managed by single individuals and/or their family
	More employees and their jobs are usually highly specialized

	flexibility
	Greater flexibility, can make change promptly
	Long decision-making time, ∵ structure complicated, need to held a lot of meetings

	structure
	relatively flat structure
	Tall structure, long communication time

	Scope of business
	Focus on narrow markets, provide specialized goods
	Focus on large market, Costly to provide specialized goods due to limited demand

	Resources
	Limited resource and capital
	Wider source of capital

	Willing to innovate
	Innovative [創新的], to compete with larger enterprise
	Less innovative, to reduce risks



Contribution to the society:
· Provide specialized goods and services (narrow market)
· Provide jobs
· Introduce new product and services (innovative)
· Supporting larger company (subcontractors[承包商] of large company)
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