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abbreviated accounts (UK) Under »directives of the EU incorporated in UK
company law (> incorporation), small and medium companies are permitted to
disclose less information for publicinspection than larger firms. The shorter accounts
they file are known as ‘abbreviated accounts’. Small and medium companies are
defined in terms of »turnover, »assets and employment (small: 50 or fewer
employees, and medium: 250 or fewer employees).

ABC ( ETFHIN ) &
ABC classification of entry A system for classifying and prioritizing different

items of stock by ranking them in terms of their value to the organization. Some
items will have a high monetary value so these need to be closely monitored to
avoid high levels of inventory. Other items of stock will have a very high value in
terms of their usage rate; hence, these are of particular importance to the organiza-
tion. A common approach is to classify different items of stock by using the two
variables individual value multiplied by usage rate. It is generally accepted that a
relatively small proportion of the total items of stock will account for a large pro-
portion of its total value. This phenomenon is known as the »80: 20 rule or Pareto
principle. »Pareto analysis. It is used to classify stock and to allow managers to
concentrate their efforts on the more significant items. For example, a firm may use
the following system:
(1) Class A items represent those 20 per cent of high-value items, which account for
around 80 per cent of the total stock value.
(2) Class B items represent the next 30 per cent of medium-value items, which
account for around 10 per cent of the total stock value.
(3) Class C items represent 50 per cent of items stocked, but are low-value items that

account for only 10 per cent of the total stock value.
Bl bk ki i
Abilene paradox In management decision-making, the situation where managers

drift along with their colleagues with everyone assuming this is the course of action
each other wishes to follow. Then, when things go wrong, everyone blames everyone
else, because in effect everyone disagreed with the selected course of action but did
not want to be seen to object. This reveals that there was only ever the appearance

or pretence of agreement.

% EeW; KSR .
above-the-line communications The conventional term for marketing com-

munications involving the purchase of media, notably mainstream media advertis-
ing on commercial television and radio, and in magazines, newspapers, cinemas
and outdoor, e.g. bus shelters, tube stations, etc. In the past, a sharp contrast was
drawn with »»>below-the-line communications. With recent changes in the
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media industry, traditional distinctions have become blurred and the term is less
useful. Direct response television, for instance, combines elements of mass-media
communication and direct communication between the buyer and seller.

?b.fenteeism The failure of employees to report for work. It is important for
management to know why an employee is absent. Sickness, unrelated to work, is
only one possible reason. More common, perhaps, is work-related sickness, arising
from high levels of employee »stress. Absenteeism is also a sign of low morale,
disillusionment, and a lax view of work. The co-ordinated failure to report for work
by many employees is a form of »collective action, e.g. ‘sick-ins’. Various models
have been suggested to account for these different forms of absenteeism: (a) the
‘medical model’ is associated with absence through sickness and stress; (b) the
‘withdrawal model’ with low morale and job dissatisfaction; (c) the ‘deviance model’
with a disposition on the part of some individuals to truant; (d) the ‘economic
model’ with attempts to use absenteeism as a bargaining lever, and (e) the ‘cultural
model’ that suggests absence is related to group norms, e.g. the practice within
some groups to see ‘sickies’ as entitlements. These models imply very different
management strategies; the medical model argues for stress management pro-

grammes, whereas the cultural model calls for a change in employee »attitudes.

R A .
absorption costing »management accounting.

b} £ gl

accelerated depreciation »depreciation.

TEFRERKE

acceptable quality level (AQL) The level or percentage of defects in a batch

which an organization decides is acceptable. The term is associated with quality
control systems in production processes. In particular, it concerns the inspection of
batches of products after they have been manufactured and deciding whether the
goods are acceptable or not. In certain industries, such as aircraft manufacture,
several levels of quality assurance are necessary. A criticism of acceptance sampling
is that it assumes that some amount of defect is acceptable to the organization. More
recent approaches such as »total quality management argue that organizations

should be attempting to eliminate defective items rather than accommodate defects.
x5, KiE
acceptance The act of accepting (i.e. agreeing to honour) a »bill of exchange. By

extension, the document itself.
L3108
accepting house An institution specializing in accepting or guaranteeing » bills

of exchange. All accepting houses have taken on other functions as the use of bills
of exchange has declined, returning to their original, wider, function of merchant

banking. »merchant bank.

&m|A ( !J
account day (UK) The day on which all transactions made during the previous

account at the »stock exchange must be settled (hence »settlement day). On the
>London Stock Exchange, as in the US and much of Europe, the markets use
rolling accounts (>settlement) which are settled after a fixed number of days after

the transaction - at present three days, or ‘T + 3’ (eventually T + 1).

EXSHENX . .

accounting equation, basic »balance sheet.

aitmal L.

accounting principles Policies used in drawing up the »annual accounts or

other financial statements and covering such matters as the valuation of »assets,
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accruals (»accrual accounting) and the treatment of research and development
expenditure. »accounting standards; generally accepted accounting principles.
P ey

:c?:rlﬁting standards Rules to be followed in the preparation of company
accounts. The Accounting Standards Board (ASB) sets accounting standards for
the UK and issues Financial Reporting Standards (FRS). For the US »Financial
Accounting Standards Board. The European Commission (»European Union
(EU)) has proposed that ali EU-registered companies should adopt »international
accounting standards which are set by the » International Accounting Standards
Committee. »-generally accepted accounting principles.

BT RERR
accounts payable Amounts owed to trade creditors and included as current

»liabilities in the »balance sheet.

g4 3
accounts receivable Invoiced or billed amounts owing to a business which are

outstanding from »debtors and included under current »assets in the »balance

sheet.

wmEEpait; mitait

accrual accounting Where expenses have been incurred, or income is due, but
not paid or even invoiced at the time accounts are drawn up but are nevertheless
included in the accounts. For example, accountancy fees or the cost of electricity
consumed in an accounting period can be included in the accounts as liabilities

even though these costs have not been paid and invoices have not yet been received.

AR Zh P
achievement motivation model »attribution theory.

ML E; RhER
acid ratio The ratio of current »assets minus » stock to current »liabilities. Used

as a crude test of »solvency. Also referred to as the »liquidity ratio or the »quick

ratio.

AC RRELH .
A C Nielsen Corporation The world’s largest market research company. It is

based in the US but operates in over eighty countries. It was founded in 1923 and
established a reputation for retail auditing. Retail measurement remains a mainstay
of the company, taking the form of continuous tracking of consumer purchases at
the point-of-sale through scanning and in-store audits. It also conducts large-scale
»consumer panel research, mainly through the use of in-home scanners. AC
Nielsen undertakes »audience measurement in many countries - this enables
media managers from television stations and affiliates, commercial radio stations,
newspapers and magazines, web sites, etc., to determine the size, demographics
and viewing/listening/reading habits of their audiences. »audience rating. This
information serves as the ‘currency’ for negotiating advertising placements and
rates, in a process that sees competing advertisers bidding for the most attractive
audiences. The AC Nielsen Corporation also conducts other forms of market
research, including »BASES in the new product development area. The two largest
direct competitors are both European owned: the »Kantar Group which includes
Millward Brown and Research International, and » Taylor Nelson Sofres. There are

many smaller competitors.

IR A OG5 R BE

ACORN »geodemographic segmentation.

ey HIF

acquisition A term used to refer to a firm that has been purchased usually by

another firm. This is also referred to as a »take-over, especially if there has been
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resistance to the purchase by the directors and managers of the newly acquired firm.
»» hostile take-over.

it . .

acquisition accounting > consolidated account.
YEAV R 2 5% i

activity-based costing (ABC) *Kaplan.

Ak 5 7% BhiheE .
actiﬁ?’]y sampling A technique in which a large number of on-the-spot observa-

tions are made over a period of time of a group of machines or workers. It is used
to try to build a picture of what is happening over time, with each observation
contributing to this picture. The percentage of observations recorded for a particular
activity is a measure of the amount of time over which that activity occurs.

£R B 4 LU

actuary Asenior »insurance company official, expert in statistics and particularly
in those of mortality and loss incidence, responsible for estimating future claims
and disbursement requirements and for calculating necessary fund and » premium
levels. Actuaries may not call themselves such unless they have passed the examin-
ations of the Institute of Actuaries (UK) or the equivalent elsewhere. Actuaries are
also employed not only in pensions and insurance institutions but also elsewhere,
garticular% in the financial services industry.

A% - PR

Adair, John Original, pioneering British thinker on leadership. Adair is training-
oriented, perhaps from his personal observation of the value of military training. He
believes that leadership can be taught (like »Bennis, Warren). Adair’'s Action
Centred Learning model is based on the idea that: (a) leaders have to get the task
done but, (b) at the same time ensure cohesion of the working group, and (c) the
individual satisfaction of the members of that group. Single actions affect all three
of these needs: this is the essential unity of the leadership challenge. Adair is now
an independent consultant but has held academic posts at Oxford and Surrey
universities. Among his many books are: Effective Leadership (1983), Not Bosses but

Leaders (1988) and Understanding Motivation (1990).
i 1] .
addictive consumption A physiological and/or psychological dependence on

certain products and services. This is most often associated with products such as
cigarettes, alcohol, drugs, betting and gambling. However, consumers have been
known to become addicted to almost any type of product. High-levels of addiction
are regarded as pathological and often result in maladaptive behaviour, e.g. credit-
card fraud, robbery, violent attacks, etc. Clinical treatment and psychological thera-
pies may be required. Most consumption, however, is not addictive, it is merely

habitual. »buyer behaviour; endogenous preferences.

E T IHI5
ad hocresearch A market research study that is undertaken for a single client and

for a specific purpose. Typically, this is a one-shot consumer survey, in contrast to
ongoing studies such as sales monitoring, tracking studies and longitudinal studies
of consumers (using, for example, »consumer panels). These one-shot surveys are
a very common form of »marketing research.

?ﬁ)éf?o%ﬁlﬁg d)ecision by a consumer to buy a product, use a service, or take on
board an innovation. It is the outcome of a considered decision by the adopter,
based on available information, and it implies the product will be bought and used
regularly. This differs from low-level trial, which might not result in regular purchase
or use. Adoption is of practical significance in understanding the »diffusion of
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innovations and »new product development, and underpins the concept of the
» product life cycle.

E3 ﬁ#ﬁﬂl&g

ADR » American depository receipt.

#ﬁéﬁr%r:r %}3 value’. An ad valorem tax is a tax (> taxation) on the price of a good
or service. The ad valorem principle is used, for example, in import »tariffs and
»value added tax.

HEIRE i . .

adverse selection An undesirable feature of a market in which those who are
most likely to participate in a transaction are the least attractive with whom to do
business. The bad customers are the ones who self-select themselves into the market.
Adverse selection has sometimes been labelled the ‘lemon problem’. It is particularly
seen as an impediment to the smooth running of insurance markets: the people
who have the biggest incentive to insure against a hazard are the ones who are the
worst risks. It has also been used to explain large differences between new and
secondhand car prices: the people who are selling their cars are disproportionately
likely to be the ones who know their car is a ‘lemon’, with all sorts of nasty problems;
buyers thus treat secondhand cars with disproportionate suspicion, making it hard
for anyone with a good secondhand car to sell it at a fair price. Adverse selection
derives from the fact that there is asymmetry of information between buyers and
sellers: the bad risk knows his bad risk; the insurer or the car buyer cannot easily tell
a bad risk from a good risk. » moral hazard.

W LR . - . . . .
advertising Any paid-for publicity concerning a product, service, or idea. It is a
form of external communication, between an organization (the advertiser) and its
> target audience, using paid-for media (television, radio, magazines, newspapers,
web sites, etc.) and employing the services of various agencies, e.g. full-service
advertising agencies, creative hot-houses, design agencies, media buying agencies,
market research agencies, etc.

There is contention about the main purpose of advertising. Some see it as informa-
tive, others as persuasive and manipulative. At a minimum, the purpose of advertis-
ing is to publicize a product, service, or idea. This means informing consumers in
the target audience that a product (specifically, a »brand) is available for purchase
and use. For established products, the process is one of reminding consumers that
the brand continues to be available and perhaps reinforcing past purchasing habits.
For new products, the process is to build awareness and stimulate trial purchase - in
combination with other marketing activities that can bring about these outcomes,
e.g. in combination with distribution policies. Whether the product continues to be
used will depend on in-use experience, although further advertising may help to
reassure consumers of the wisdom of their choice (this is an example of post-purchase
»cognitive dissonance reduction). The »ATR + N theory describes this view of
advertising.

A very different view of advertising is to see it as persuasive. That is, the job of
advertising is to persuade people in the target audience to buy products they would
not otherwise buy. This is the popular conception of advertising and also the view
held by critics who see advertising as manipulative, e.g. Vance Packard’s highly
influential attack in The Hidden Persuaders (1960) and the more recent bestseller by
Naomi Klein, No Logo (2000). It is embodied in the » AIDA model. In practice, most
advertising expenditure is for brands, where the aim is not to get the target audience
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to buy something it would not otherwise buy, but to have them buy a particular
brand. The question is not ‘Shall I fly?’, but ‘Shall I fly with BA or Air France?’
Advertising is sometimes described as ‘promotion’, although this tends to cover a
broader range of communication activities — not only media advertising, but also
customer and trade promotions. These are, in fact, quite distinct activities. Pro-
motions are usually designed to boost sales in the short term (‘getting the sale today
—at a cost’), whereas the goals for advertising are longer term (to inform and remind
consumers, reinforce past purchasing habits and steadily nudge sales upwards).
External communication also can be achieved through »direct marketing,
» public relations and the salesforce; however, these are more personal and direct
forms of communication. Historically at least, advertising has been associated very
closely with mass media advertising (making use of media that have mass audiences,
such as television) and therefore very different from personal and direct forms of
communication. However, over the past two decades greater use has been made of
direct-response advertising (e.g. free-call numbers, e-mail addresses, etc.), often in
conjunction with other forms of external communication. This has necessitated a
more integrated approach. »integrated marketing communication. Many adver-
tising agencies have redefined themselves as broadly based ‘communication agen-
cies’, recognizing the fact that typically advertisers have a set of communication

goals to achieve, for which a mix of communications methods are needed.

Im&FR
advertising clutter The situation where many advertisements, and associated

messages, compete for the (limited) attention of consumers in the same medium or

place.
IR
advertising cycle »media planning.

itk &
advertorial An advertisement in the guise of an editorial. Typically, these are

found in consumer publications, magazines or newspapers, where the reader is used
to seeing editorial material in a particular format that then can be replicated in the

advertisement.
B, AMANOEESERS ( XE)
Advisory Conciliation and Arbitration Service (ACAS) (UK) A body set up in

the UK in 1974 to act as a mediator in industrial disputes and to arbitrate in cases of
individual conflict. »arbitration; mediation. It set down general guidelines on
> collective bargaining and »negotiation through a variety of codes of practice,
as well as becoming engaged in specific cases. In the 1970s this had considerable
impact on the thinking of successive British governments, the Trades Union Con-
gress (TUC) and the Confederation of British Industry (CBI). With changes to the
industrial landscape, mediation and arbitration services of this type do not carry so

much influence and weight today.

mE: WiF
affect Aperson’s emotions and feelings about an object of interest, including liking

of, and preferences for, the object. Affect is one of the three components of an
»attitude, and therefore is the focus of much study in management. Brand managers
are interested in consumers’ likes and dislikes. Some products are designed to arouse
people (a gaming machine) or offer pleasure (a bunch of flowers). Service providers
want to know how customers evaluate their services - what do customers feel about
the behaviour of staff, the ambience, the delivery process, and so forth? Human
resource managers want to know an employee's feelings towards her job, her »role,
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her colleagues, her supervisors and subordinates. In sales, the sales person has to
gauge the emotional reaction of prospective customers to a presentation or pitch.

Two key elements of affect are ‘emotion’ and ‘mood’. Emotions are strong and
intense feelings in response to a specific event, person or incident. It may be an
encounter in-store or even a film of an encounter (as in a television commercial).
»advertising. There are accompanying physiological changes, including increased
heart rate and perspiration, higher blood sugar levels and changes in eye pupil
dilation. There are many different types of emotion and there is no agreement about
how to categorize them. Many psychologists identify eight basic emotions: fear,
anger, joy, sadness, acceptance, disgust, expectancy and surprise. But others envisage
a much longer list of basic emotions coming under the umbrella of three dimensions
known as PAD: pleasure (e.g. joy, pride, affection, etc.), arousal (e.g. surprise, activa-
tion, interest, etc.) and dominance, e.g. anger, fear, guilt, etc. The mix and intensity
of emotions will vary over time and across people. Thus, on hearing that your
baggage has been lost, you may initially feel intense anger and then become resigned
to the fact, whereas another traveller may merely feel a sense of irritation, having
had many similar experiences in the past.

Moods, by contrast, are temporary states of mind that are largely independent of
specific events, people or incidents. This may be a general positive feeling or a
general downbeat feeling. It is evident that emotions and moods will influence
a customer’s assessment of a »service encounter, and influence an employee’s
evaluation of an organization, but they are not easily controlled (or responded to)
by management. For practical purposes, management has to concern itself with
reasonably common affective responses to standard situations, i.e. feelings and
emotions that generally occur. It is too costly and time-consuming to respond to all
the ephemeral and idiosyncratic feelings of people. However, general questions
can be asked. Do most employees, most of the time, feel positive towards the
organization? How do most people feel when their baggage is lost? Can we provide
more information to customers so that, in general, they feel less angry when there
is a service failure? In attempting to manage affect, there may be an impact on
people’s behaviour as well as their feelings. Thus, those who feel less angry about a
service failure are not only less likely to attribute blame to front-line staff, but also
less likely to abuse or assault them. »attribution theory. This is important in
commercial contexts, but perhaps even more so in public service contexts where the
person is often a reluctant customer, e.g. at job centres, social welfare offices, tax
offices and immigration services.

X Rty

affinity programme A form of »customer relationship management pro-
gramme that is designed to enhance the emotional bond between an individual and
a brand. Usually mechanisms are set up to enhance two-way communication in
order for the individual to get to know the brand (or organization that stands behind
it), and for the organization to learn more about the individual. Examples include
telephone helplines, club memberships, newsletters, web site chat groups, etc. These
mechanisms enable individuals to identify with certain brands more than others.
No direct economic benefit is offered to the individual, in contrast to incentive-based
>loyalty programmes. However, a third party may derive economic benefit, eg.
by using a branded credit card, the graduate may be able to reward her university or
the member may be able to reward his favourite charity. In these circumstances, the
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brand owner is hoping to benefit from some of the emotional bonding that occurs

between the individual and the third party.
BE (BB, F8) 17301158 )
affirmative action programme Workplace programmes that are designed to

advance the interests of particular groups of people with regard to recruitment and
selection, employment terms and conditions, and promotion and status. * equal
opportunity.

% . . .
;Efermarket Dealing in # securities immediately after a » new issue.

RER . o . . . .
agency cost The inefficiencies associated with employing a representative to carry

out a task for you, rather than carrying it out yourself. In any situation where people
are employed to perform a task, those employees — or #agents — may well have their
own interests, quite separate from those of the employer (often referred to as the
‘principal’). Agency costs refer to the loss of efficiency in the conduct of a task from
the tact that agents may let their own interests temper their behaviour. »agency
theory. For example, a travel agent may sell a more expensive ticket than necessary
to obtain a bigger commission. In the modern corporation, company executives are
agents of the shareholders, and their stewardship of the firm may be designed to suit
their own interests (e.g. prestige and self-aggrandizement) as much as creating
shareholder value. Agency costs are ubiquitous in economic relationships, but only
prevail where the behaviour of the agent is hard to monitor directly. » separation
of ownership from control.
it

agency theory A theory of principal-agency relationships. Consider the separ-
ation of ownership and control in most organizations: a board of directors (the
principal) will usually delegate decision-making and implementation to managers
(>agents) who are paid for their services. These managers are likely to have their
own goals and objectives that do not directly accord with those of the directors, e.g.
for reasons of self-interest a manager may not take enough risks. This is termed ‘goal
incongruence’. A second problem is ‘information asymmetry’, i.e. that the principal
has less information than the agent about the characteristics of the agent (™adverse
selection) and the decisions made by the agent. » moral hazard.

E]J Zajac spelt out these concepts for organizational research (‘CEQO Selection,
Succession, Compensation and Firm Performance: a theoretical integration and
empirical analysis’, Strategic Management journal, 1990). Agency theory has been
used to explore principal-agency relationships in a couple of different ways, either
by describing how things are in an organization or by showing how they might be
improved. Practical implications follow, e.g. whether to make more of a manager’s
pay dependent on overall firm performance, how to share risk-taking among direc-
tors and managers, and how directors can best monitor the decisions of managers.

Beyond the confines of a single organization, the theory has application in many
other contexts where there are principals and agents. For example, in the advertiser—
agency relationship, advertisers (principals) will emphasize sales goals and the cost-
effectiveness of marketing communications, whereas agencies may be more inclined
to think of creative goals and image-enhancing media placement, e.g. attention-
getting commercials that will be noticed by peers. There will also be asymmetries
with respect to information about consumers, media users, media rates, etc. Retail
franchising affords another example, where the interests of franchisors (principals)
are known to differ from franchisees (agents) over such issues as the size and
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exclusivity of trade areas, or spending on co-operative advertising versus outlet-
specific advertising. *# separation of ownership from control.

i fREA .
;tg%ﬁ IIF] intermediary who represents buyers or setlers on a relatively permanent

basis, who performs only a few functions, and who handles goods rather than taking
title to them, e.g. wholesalers, brokers, travel agents and real-estate agents. A broader
definition would also include marketing specialists (e.g. advertising agencies, market
research agencies, media buyers, creative ‘hot-houses’ and call-centres); in these
instances, agents do not take title to the goods (the producer’s »brand), but create
a good or service of their own. In exchange tor services rendered, the agent receives
a fixed fee or ~commission or a combination of the two. » Decision-support
systems are available to try to optimize the balance of fees versus commission, so as
to give incentives for the agent to work in the best interests of the party being
represented. » Agency theory provides a theoretical understanding of the relation-

ship between agents and buyers and sellers.
L3P ) . .
agglomeratlon economies »*clustering.
FERRFX

AGM »annual lﬁeneral meeting, B
AIDA HIR ( S & DB B —— 3. Sl shEmmITEhEst )
AIDA model A theory of how some forms of marketing communications work,

e.g. »advertising. The acronym stands for: awareness- interest—desire—action. Asa
result of being exposed to a print advertisement, for example, a person becomes
acutely aware of the »brand, develops an interest in it, comes to consciously desire
it and therefore takes action to buy it. According to this theory, there is a direct and
measurable sales response arising from specific marketing communications. This
‘strong theory’ implies that specific marketing communications can be powerful
determinants of a person’s »attitudes and >buyer behaviour, and therefore these
communications can be construed as persuasive and manipulative. AIDA is similar

to other »hierarchy-of-effects models, and contrasts with the » ATR + N theory.
WEhEM ( AFAEGE )
aided recall A line of questioning in >marketing research where respondents

are given prompts and asked if they recall the prompt and what (if anything) they
can say about it. Respondents might be asked to recall whether they saw a BT or
AT & T television commercial the previous night, with the company name serving
as a prompt. This contrasts with »unaided recall, where respondents are asked to

list the commercials the_%_saw the previous night - without there being any prompt.
SARWBNG; BREATH

AIM » Alternative Investment Market.

EEh. HBHAN

AlOs Three psychographic variables - ‘activities, interests and opinions’ - used by

consumer researchers to group individuals in >segmentation studies.

RARAF ( cg )
Aktiengesellschaft (AG) (Ger.) Public limited company. »incorporation.
ﬁpﬁm#~ﬁﬂm@f .
allotment letter A letter addressed to a subscriber to an issue of shares informing
him of the number of shares that has been allotted, accompanied by a cheque for
the balance of subscription monies if the issue has been »oversubscribed or a
request for payment of the amount due as appropriate.

o 7

alpha coefficient In finance theory, a statistical measure of the price volatility of
a share against the volatility of all shares or selected risk-free assets. It identifies the
price fluctuations inherent in the »security as distinct from those in the market as
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a whole (»systematic risk), which are measured by the »beta coefficient. These
terms are used in » rtfoho theory and the »capital asset pricing model.

a ﬁt’ﬂnﬁg\% llﬁlfetstmt market (AIM) (UK) A market for small and young

companies introduced in 1995 by the » London Stock Exchange. The AIM enables
companies to raise »capital, secure a listing and offer shares for trading, without
the full listing requirements required by the main exchange. AIM companies must
appoint a nominated adviser or sponsor and a nominated broker; the first of these
advises and informs the directors of their responsibilities under AIM rules; the
second makes a market in the shares of the firm. »market maker. Similar markets
have been introduced by other stock exchanges around the world.

*® Hhe
EA >Amer1can Marketing Association.
8

2% WiE
Amer?? can depontory receipt (ADR) (US) A certificate registered in the holder’s

name or as a »bearer security giving title to a number of shares in a non-US-based
company deposited in a bank outside the US. These certificates are traded on US

stock exchanges

2% H 1
Amencanzillarketmg Association (AMA) The largest and most comprehensive

society for professional marketers in the world. It publishes two of the leading
marketing journals - the Journal of Marketing and the Journal of Marketing Research —
as well as professional magazines and specialist books. It also publishes directories,
»codes of practice and hosts conferences for academics and practitioners in

marketing.

3 EHE 3% 3 B A

American Stock Exchange (AMEX) (US) The smaller of New York’s two stock
exchanges, listing mainly smaller and younger companies than those listed on the
»New York Stock Exchange. Also referred to as the Little Board and the Curb

Exchange.
M [RUF 37 37 B AT
AMEX » American Stock Exchange.

S RA
amortization, amortize To pay off »debt over time or to provide for the replace-

ment of an »asset by bu1ldmg up a »sinking fund. Compare »»depreciation.

i WsUEIE w
anc or store Ma]or retail outlet that serves as a magnet for shoppers. These stores

help attract custom to a centre/mall as a whole, in line with the »retail gravitation
principle. In addition, they are instrumental in directing pedestrian traffic within a
centre/mall, e.g. by being placed at the far ends of a central court, anchor stores
encourage shoppers to flow between the two, passing all other shops. In the 1930s
and 1940s Woolworth's stores anchored many shopping strips. Department stores
such as Marks & Spencer took on this role in the second half of the twentieth
century. More recently, retail outlets like Toys ‘4’ Us and 1IKEA have had the same
role in large out-of-town planned shopping centres/malls.

annual accounts A yearly statement of a company’s »profit, loss, »balance
sheet and »cash flows. All limited liability companies (>incorporation) must
file accounts or financial statements for public inspection each year. For larger
companies, and especially quoted companies which need to distribute accounts to
shareholders, the annual accounts (or report and accounts) are elaborate documents
including reports of the directors and auditors as well as balance sheets, »profit and
loss account and »sources and uses of funds statements. Smaller companies file
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»abbreviated accounts. As comprehensive sources of information, these
documents are of potential use for internal communications with employees and
external communications with a variety of stakeholders and commentators.

> public relations.

FEREXS . . :
annual general meeting (AGM) A yearly meeting for the shareholders of a public

limited company. »incorporation. All such companies in the UK are required by
law to invite all shareholders to a general meeting with directors each year. (US =
annual meeting, annual stockholders’ meeting). Among other things, the meeting elects
directors, appoints »auditors and fixes their remuneration.

EFE
annual percentage rate (APR) The true statement of the annual cost of financial

charges levied on »consumer credit, as required by the »Consumer Credit Act
1974 in the UK and the Truth in Lending Act 1969 in the US. The lender’s adminis-
trative costs, profit margin and interest charges on the loan are normally incorpor-
ated in an added charge payable throughout the term of the contract and expressed
as a percentage of the value of the transaction. Until legislation was adopted, the
percentage was often shown as a rate per month, a figure clearly smaller than the
rate per year. The legislation made annual quotation compulsory.

annuity 1. A regular annual payment of money. 2. A future stream of guaranteed
annual income purchased by an immediate lump-sum payment. The lump sum is
calculated by »discounted cash flow and varies according to the »rate of interest.
Some annuities offer protection against the erosion of the real value of income at
higher cost, e.g. by a guaranteed increase of 5 per cent or some other percentage
each year, or the income may be tied to the profits of a life fund. Annuities may be
guaranteed for a certain period even in the event of death, or may be joint annuities
on the lives of partners.

PR - BEX
Ansoff, Igor Ansoft’s Corporate Strategy: an analytical approach to business policy for

growth and expansion (1987) sets out, it says in the preface, ‘a practical method for
strategic decision-taking within a business firm’. It distinguishes three classes of
decision: (a) strategic (the selection of the product/market mix); (b) administrative
(structure), and (c) operating (process). Strategy to meet objectives is developed by
adaptive search within the constraints of the business environment and the resources
available. »Synergy is an important component of strategy and is defined as the
‘2 + 2 =5 effect to denote the fact that the firm seeks a product-market posture with
acombined performance that is greater than the sum of the parts’. Ansoff ’s analytical
tools such as ‘competence grids’, flow matrices charts and diagrams, are common
currency in contemporary management literature and his use of the term »competi-
tive advantage anticipated Michael »Porter. Though intricate in its analysis,
Corporate Strategy is clearly written and based on practical management experience
rather than theoretical deduction.

Igor Ansoff was born in Russia, the son of a US diplomat. After a doctorate in
mathematics he worked for the Rand Foundation and Lockheed before pursuing an

academic career.
RRK=R/ HIHT BIERE
Ansoff product/market expansion matrix A conceptual framework for help-

ing managers consider the opportunities for growth that may exist for their business
(‘Strategies for Diversification’, Harvard Business Review, 1957). It considers market



