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INTRODUCTION

With the formation of market relations there are major changes and
diversification of objectives, principles and methods for managing phara:
ceutical organizations. Enterprises that are reforming their management
systems provide a strong competitive position and opportunities for fu-
ther effective development. Managers have incentives to successful arfd e
ficient use of all resources material, financial, human, information, etc., to
reorganize the management of enterprises andssociations. Application of
modern instruments for coordination and regulation contributes to the a-
ganization work as a single system and focus on achieving strategic goals.
In this regard, there are prerequisites for wide practical application of the
management theory. Becomes important to use modern approaches to
planning of the company or association, create effective modern orgaaiz
tional structures, improve technological processes, increase productivity.
To increase the efficiency of production, trde and management one needs
the active involvement of the staff in goal setting, discussion and decision
making, in shaping a positive image of the organization. In other words, the
importance of human resources, personnel management, the role of human
factor in the development and efficiency of an enterprise or institutionin-
crease. Hence, the need for a flexible system of incentives for the staff. At
the same time the modern efficient organization of control, identification
and evaluation of a business ity remains significant.

Despite the universality of the management fundamentals for the
specific sectors of the economy, there are some features of their apjlic
tion, which explain specific the need to adapt the general theory to pha
macy practice.

The textbook considers the basic components of management: the
retical foundations, methods and styles of management, characteristics of
the organization as an object of management, communication, functions of
management, decision making, human resource managent, conflict and
stress, business ethics, the effectiveness of the organization and maeag
ment efficiency.

In addition with the classic management regulations are such issues,
which are important for professional pharmacy practice, as management
and entrepreneurship, business plan development, management ana-i
formation technology, labour law in Ukraine and abroad are given. Almost
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every section of the textbook contains information about the state or et
velopment of managerial positions in pharmacy, the exaples of activities
of pharmacies and pharmaceutical companies are presented .

The current management hierarchy ofpharmacy, directions of the &
fectiveness of pharmaceutical companies, functions and organization of work
of the manager of pharmacy, the apjgation of computers in medicine and
pharmacy, especially in the pharmaceutical business, as well as pharmageut
cal ethics and deontology have been describe@he criteria and indicators
(including financial and economic) for evaluation of success of a pilmaceu-
tical organization have found the practical application. The components and
approaches to determining the management efficiency have been shown.
Many of the theoretical concepts have been illustrated with the examples, the
results of scientific research in the field of pharmacy.

In the each chapter of textbook questions and tests for setbntrol
are suggested.



CHAPTER 1
THEORETICAL BASIS OMANAGEMENT

This chapter includes a description of historical aspects of devgle
ment of the management tkeory, formation of management as a socio
economic theory, characterization of the process and levels of management
on the basis of general scientific approaches and directly in the phaan
ceutical industry. It provides information on existing and emerging drms
of organization of pharmaceutical service control, modern market eco
omy and governance structures. The comparative analysis of international
management proposed has the cognitive and applied value.

1.1. THE MEANING ANBCONCEPT OF MANAGEMHENTHE EMOLUTION
OF THE MANAGEMENT THORY

The development of market relations depends on the activities of the
pharmaceutical companies. Organizations are working in conditions ofrd
certainty, competition, risk, complexity of managerial decisiormaking, etc.
As aconsequence, managerial responsibility for business outcomes, obje
tives, profit, intensive competitiveness increase. A manager should beieff
cient, independent and have a responsibility in providing the organization
of financial, material, labaur, and information resources. On the manager's
knowledge and skills depends the size and timeliness of salary, the penso
nel’s opportunity to participate in the enterprise management, creation of
conditions for solving current problems by an employee himself. A lead
contributes to the creation of the management team, the formation of effe
tive business communication and collaboration in the team.

Management is important not only for the head, but for eachne-
ployee as well. It gives knowledge of the teamwork prinples, collabo-
tion and business communication, record keeping, settlement of conflicts,
fundamentals oflabour law, etc.

Management z is a complex of principles, methods, means and forms
of administration for business organizations to improve their efficency
and increase profits in market conditions.
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For management in a market economy the methods and tools of the
research of customers’ needs and demands are very important. Here, mpa
agement is in contact with marketing. Marketing is considered as an et
grative function of management transforming the customer needs into
profits of the enterprise.

The term "management” comes from the Latin word "manuagere”,
which is translated as "to work with the hands." The fundamental Oxford
English Dictionary gives the éllowing interpretations of the term "man-
agement":

- the method and manner of communication with people;

- the power and the art of administration;

- a special kind of skill (management skills);

- administrative unit (authority).

Management is subdivided nto production management; financial
management; personnel management; innovation management; marketing.

A manager is the head (primarily a hired manager), who works in
the economic, industrial and market area having the professional kndw
edge in organizirg and managing production. A manager organizes specific
activities of his subordinate employees and at the same time he executes a
lot of administrative functions. A manager in the organization execute$
terpersonal, informational roles, as well as, theales associated with the
management decisions making.

As a rule, the termg®usinessmard, @ntrepreneurdare often used.

Business is the economic activity giving a profitA businessman is a
leader, possessing imitativeness, capacity for a risk, respondiby and self-
sacrifice in behalf of business, by orientation on efficiency and quality, pu
posefulness, aspiring to being informedA businessman is a man, who has
his own profitable business.

An entrepreneur is an owner or a manager of a business enterise
who makes money through risk and initiative.

Management as a socieconomic doctrine emerged in the late nie-
teenth century. In 1881 the American, Joseph Wharton developed the first
systematic course of management for teaching at the college. Howewe
beginning of the recognition of management science has traditionally been
considered in 1911, when the book by the American engineer Frederick
Taylor's "Principles of Scientific Management" was published.
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Fredrick Taylor rested his philosophy on fow basic principles.

1. The development of a true science of management so that the best
method for performing each task could be determined.

2. The Scientific selection of workers so that each workers would be
given responsibility for the task for whichhe or she was best suited.

3. The scientific education and development of workers.

4. Intimate friendly cooperation between management antéabour.

The next step in the development of management associated with the
school administration z the founder isthe French engineer Henri Fayol.

The third breakthrough in management thinking is characterized by
the emergence ofschool of "human relations" (1930-1950). The Amer-
can psychologist and sociologist Elton Mayo announced that the produeti
ity of human labour in the long run was determined by a human psycHe
ogy. Later, this approach was continued by development of the theory of
organizations as social systems, but in nature it was nothing like the use of
the achievements of psychology and sociology the science of humanbe-
haviour in management.

New breakthrough in management thinking since the 50s of the
twentieth century was the development of quantitative methods for dee
sion substantiation as a result of the application of mathematics and B
puters.

At the turn of the 70s of the twentieth century the turning point in the
management theory became clearly set the idea that the organization was
an open system that adapted to its internal and external environment. At
that time there was the intensive search fo relationships between the
types of environments and different forms of management.

The next decade was the opening of the term of "organization leu
ture" as a powerful management tool used the most effectively in Japan.

There are three major trends in themanagement theory in the 90s of
the twentieth century. The first is connected with the return to the pastk
awareness of the materialtechnical base significance of the modern man
facture and services. Parallel to this, there is a second trend concernitige
social andbehavioural aspects, namely the focus on various forms ofed
mocratic management, the participation of ordinary workers in the impé-
mentation of managerial functions in the property. Finally, the third fa-
ture of management of that period isintensification of the international
character of management.
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Following the transition of the most countries to an open economy, a
sharp increase of the role of international competition, and at the same
time, production cooperation, development of transational corporations
and internationalization of management many new problems of the nm
agement theory and practice appear.

The key elements of the modern system of views on management are:

- refusal of managerial rationalism of classical schools of managent
and the prevalence of problems of flexibility and adaptability (adjustment)
to the constant changes in the environment;

- the use in management of the systems theory that allows us torco
sider the organization as the integrity of its constituent pars inextricably
linked with the environment;

- the use of the situational approach to management;

- recognition of the social responsibility of management both for &
ciety as a whole, and for employees of the organization.

1.2. FEATUREMANAGEMENT INPHARMACY

Management in the pharmacy has its own specific features due to the
complexity, multidimensionality, socio-economic nature of the industry.
Here you can talk about management in the broadest sense: managing the
search, development and creation, resech, production, standardization,
storage and sale of drugs. In addition to drugs, the subject of pharmaceut
cals and pharmaceutical companies are also biological supplementsa(a-,
nutraceuticals, eubiotics), medical products, baby food, perfumes, costne
ics, personal diagnostic devices, health products, hygiene tools, mineral
water, etc.

The feature of management of pharmaceutical companies is combi
ing the functions of drug supply with the scientific, industrial, control, aa-
lytical, commercial, medica] information functions.

In the pharmaceutical companies methods of trading management,
coupled with the knowledge of organizational and legal issues of phamam
cies, technology, medicine, pharmaceutical analysis and control, phaam
cology, pharmacotherapy, parmaceutical care, pharmaceutical ethics and
deontology, psychology, etc. are widely used. It is important to the ingi
mentation of medicines and other goods, involving direct contact with ¢o
sumers. Peculiarities of the contingent of visitors of pharmaes should be
emphasized.
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This, as a rule, patients or their relatives, disabled, pensionerseg-r
quiring careful, correct attitude. The work of a pharmacist requires profe
sional knowledge, creativity, and its effectiveness is largely determined by
personal characteristics, the level of advisory services, knowledge of the
psychology of sales.

Pharmacies are the final link in the chain of goods movement of pha
maceutical products. It defines such management tasks as formation of ma
ket information, demand for drugs and other pharmaceutical products s
sortment of the consumer preferences. With increasing competition among
pharmacies organizational forms, attracting customers, expanding value
added services, contacts with medical and other organizations, consurag
create and preserve the image of the pharmacy become very important.

The specificity of pharmacy management is due to the soeio
psychological characteristics of femal@lominated groups, hence, there are
problems of organizational and interpersonal commnication, improvement
of their effectiveness, conflict resolution. For the purpose of staff devegle
ment today become increasingly important, along with the planned training
courses, participating in or conducting training sessions, topical workshops.

1.3. APPROACHES TO MANZEMENT. THE MANAGEMET PROCESS

There are four major approaches to management: schools of ma
agement, process, system, and situational (contingency).

The history of the management theory shows that in the XXth century
four distinct schools of management were formed and developed. Chron
logically, they can be represented in the following order: the school of isc
entific management, administrative school, school of psychology andih
man relations school of management science or quantitativ&hool.

The founder of the scientific management school was F. Taylor. The
essence of this direction is to analyze the content é&dbour operations, and
their constituent components, standardization of time per operation, sele
tion of workers and their training. An important contribution of the man-
agement theory was the position of thdabour promotion, the dependency
between the volume of production output and wages. Another important
merit of the school of scientific management was the question of sefar
tion of administrative functions to make decisions.
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The origin of the management administration school associated with
the name of Henri Fayok a French engineer. The aim of this school was the
creation of the universal principles of management. These mtiples are
focused on two main areas: development of a rational system of mareag
ment in the organization, building of the organization structure and m-
ployees management. Exploring the functional aspect of management, H.
Fayol identified foresight and abiity to organize, good management, cae
dination and control as business functions. The particular importance has
planning. Each firm must have a business plan based on its resources,
technical, commercial and financial conditions.

Adherents of the psycholgy and human relations school (neoclass
cal school) were Mary Parker Follett and Elton Mayo who believed that if
the top-management takes great care of its employees, the level ahe
ployee satisfaction should increase and this should help to increase @r
ductivity. They recommended to use management methods of human ael
tionships, including effective actions of supervisors, consultation with ra-
ployees and providing them greater opportunities to communicate at work.

In the 50th of the twentieth century due tothe development of psyché
ogy and sociology the School dBehavioural Sciences began to be formed,
prominent representatives of which were Chris Argyris, Rensis Likert, D@
las McGregor, Frederick Herzberg and others. These and other researchers
studied various aspects of social interaction, motivation, the nature of power
and authority, communication in organizations, leadership, etc. Most of these
theories will be described in the relevant chapters of the textbook.

The main feature of the school of managnent science or quantitative
school is to replace the verbal reasoning and descriptive analysis by tpa
terns, symbols with quantitative values. The essence of this approach is to
develop mathematical models of various management situations, identify
internal relationships, which provide the optimal solution of the problems
appeared. A significant role in the development of the school had thg@-a
pearance of computers and wide application of cybernetics.

So, all schools of management focused on how to improweanage-
ment of enterprises, firms under the market conditions.

The process approach considers management as a process, that is,
continuous series of interrelated steps: ordering, matching, eordination
of someone's actions. Actions are a work, and work the function. Each
function is performed in accordance with certain rules, principles, regak
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tions. Therefore, to manage efficiently it is first necessary to know the fan
tions of management. In all, there are two groups of management ftin
tions: general ard specific.

In the process approach there are four basic functions of manag
ment: planning, organization, motivation and control, they are interco-
nected and form thecycle of management (Fig.1.1).

control

\4

motivation

A 4

A\ 4

planning

organization

Figure 1.1z The cycle of management

Using managemd functions in practice can be analyzed on the example of
pharmaceutical enterprise departments. Typically, the name of a departmeng-corr
sponds to specific functions (planning and finance department, marketing arsd logi
tics, information, etc.). At the sae time all departments solve their tasks by the
general management functions: planning, organization, motivation and control.

The system approach considers an organization as an open system
consisting of several interconnected subsystems. According to ish ap-
proach, the effectiveness of the organization depends on how the internal
and external environment influence on the management function and the
result for the organization. The head should take into account the impact of
environment on the organization and its impact on the environment. Hw-
ever, the system approach is not a set of recommendations or guidelines
for a manager. This way of thinking in relation to the organization and
management.

The essence ofhe situational approach is that although thegeneral
management process is the same, the specific measures the manager
should be achieve the goals of the organization effectively may varyreo
siderably depending on the particular situation. The situational approach is
closely connected with the systen, but unlike the latter, makes it possible
to determine what the most important variables of the situation are and
how they affect the efficiency of the organization.

The management process requires a managed object and subject.
This means that any orgaraation is the unity of the two subsystems of ao
trol: the controlled and the controlling ones. In both cases, the relationship
between managed and control subsystems is the relationship between
people.
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The object of management is a separate department or gyanization
as a whole, which is directed to the control actioriThe subject of manage-
ment is a management body or a person performing the control action.

Implementation of the management process requires:

a) the availability of the system (organization);

b) setting goals;

c) modelling of the desired system state;

d) a strict keeping to the impact process on the system in accordance
with the objectives.

1.4. LEVELS OF MANAEMENT. MANAGEMENT OFHE
PHARMACEUTICAL SYSTM AT PRESENT

The fundamental featureof every organization is division oflabour
into it. There are two types of division: horizontal and vertical. The hor
zontal division of labour involves differentiation of the labour process,
which leads to the formation of organizational departments. Theertical
division of labour is used to differentiate between administrative work in
coordinating all activities of the organization to be taken to achieve itsln
jectives. This vertical division oflabour of leaders forms the levels of ma-
agement. The mainelements of the management structure are the links
(horizontal) and the levels (vertical). The link management is an indepeh
ent administrative body, directly reporting to line managers. The stage
(level) control is a certain level of the management hierghy with one or
more line managers and functional departments (Fig. 1.2).

Managers at the technical level are mainly engaged in daily oper
tions and activities necessary to achieve the main objectives of the organ
zation.

Managers of the administrative ével, as a rule, coordinate all activ
ties of various organization departments. Middle managers are mostly a
buffer between the top and lower levels. They prepare the information for
decisions making by top management, and pass these decisions, usuafly a
ter their transformation into a technological convenient form, in the form
of specific assignments to lower managers. The main work of middle ma
agers is communication with managers of the lower level, it comprises
about 80% of the time.
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Upper lewel (institutional) (top management)

/ . Middle level (administrative)

/ = Lower level (technical)

Figure 1.27 The levels of management

The leaders of the institutional level are employed in development of
long-term plans, formulation of objectives, management relationships &-
tween the organization and the external environment.

Current approaches to management, in particular, the system one,

consider the organization as an open system, the main prerequisites for the
success of which are found noinside, but outside of it. Traditionally,
pharmaceutical service is seen as an integral part of the health system.

There are national, territorial and corporate managements of the
pharmacy system. The national pharmacy system is based on the pharmacy
public policy, coordination, monitoring and supervision of the observance
of all the pharmaceutical organizations as economic entities, as well as
regulatory and local authorities, existing laws and regulations. The means
of the national regulatory impact on the activity of economic entities in the
pharmaceutical industry are public order, licensing, patenting, quotas, ce
tification and standardization, the use of standards and limits, price o
trols and tariffs, tax, subsidies, compensation.

The territorial management of the pharmaceutical service is carried
out in different regions by the structures of different types: the pharmace-
tical divisions at the state regional administration board or the depar
ments of Public health, the regional municipal companies,uplic compa-
nies, regional industrial associations, holding companies, corporations, etc.

Management of pharmaceutical enterprises at the territorial level is
also carried out in the form of control by the regional state authorities and
local selfgovernment compliance regulations.
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1.5. FOREIGN MECHANIMS OF MANAGEMENT

The management system is a reflection of objectively existinges
guirements of the external environment and the functional purpose of the
control object. There are two foreign management systas: Japanese and
American, which have significant differences, but at the same time they are
both rather effective. Elements of management systems are combined into
three most common groups:

- providing with the staff (the nature of employment, the rate ofkills
and experience assessment , promotion rates, qualification of the perso
nel, recruitment, the personnel assessment methods, etc.);

- technology of management (the aim of functioning, organizational
structure, distribution of functions, forms of reponsibility and control, the
scheme of decisioAmaking, etc.);

- organization and stimulation oflabour (management style, motia-
tion, payment system, regulation of work, etc.).

Comparative characteristics of the American and Japanese maeag
ment experienceare given in Table 1.1.

Table 1.1z The comparative characteristic of the American and Jap
nese models of management

Tendencies of the
The American model European model of The Japanese model
management

The process of decision
++ making based on the
principle of consensus

1. The individual process o
decisionrmaking

2. The individual

- ++ i ibili
responsibility The collective responsibility

The flexible informal
« approach to consruction of
the structure of managemen

3. The precisely formalized
structure of management

4. Precisely formalized
procedures (quantitative «
mechanisms) of control

Informal procedures (thin
mechanisms) of control

5. Individual control of a

« Group forms of control
manager
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Table 1.1(continues)

The American model

Tendencies of the
European model of
management

The Japanese model

6. Orientation of the

I ATACAOOS 04

/| OEAT OAOQGETT 1 &
selection to the ability to carry

professional habits and ? out coordination (interests,
initiative purposes)
7. A fast evaluation and ” A slow evaluation and job
job promaotion promotion
8. The style of The style of management
management focused on ? focused on aroun: "l is aroun”
an individual: "I" group- 1S group
. : Managers orientation to
9. Managers orientation tg , .
: achievement of harmony in the
achievement of the ++ :
o group and achievement of groug
individual result
results
10. Job promotion based Job promotion basedn
on individual ++ seniority and the experience of
achievements and results work, management capabilities
11. The formal working . .
; . The personal informal relations
relations with ++ : ,
: with subordinates
subordinates
12. Specialized . .
: - Non- specialized professional
professional training -
. y : training of managers of the
(training of "narrow « :
. universal type. The non
experts). The specialized S .
g specialized activity.
activity
13. Close relation of the D_etermmatlc_)n of the payment
. size depending on the
size of payment of work : : .
I ++ experience of work in the firm,
with individual results -y
- age, abilities, parameters of a
and productivity
group work.
14. A shortterm it A long-term employment (life-

employment

long employment)

15. Minor attention to the

human factor

Increased attention to the
human factor

The note:

G+0z presence of features management inherent to the American and Japanese

models;

G 6z advantage of this or that model;
Q& absence of definiteness of thevgn rules.
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The basis of development and promotion of public awareness ia-J
pan is the principle "Harmony is above all." The main principle of it is to
live in peace with the group, to show a sense of caring and appreciation,
striving for a common good brtune and luck. Hence, there is the desire to
avoid competition in the group, most of the general interests and to move
up the career ladder with a general support.

Japanese executives earlier than American and European executives
have taken into accountthat the primary productive force is a worker. As
an important means of providing an intense productive and creative work
in Japan there is "the personnel management systéniPMS). The key idea
of the system is to respect people. Among the elements of tlagstem life-
long employment can be distinguished.

Recently there have been some changes in issues concerning promotion
and rotation of the personnel in the head positions that are part of a PMS.
Whereas previously the position occupied by an employee watetermined
by his age and experience, now promotion at the age restriction indicated (a
junior manager may be a person not younger than 30, a senior manager is not
younger than 35 years old) depends not only on seniority in the firm, but also
on the ability and quality of performance of responsibilities.

The standard of the ordinary working life and the personnel policy in
Japan is a job rotation. Japanese workers within the firm move from one
workplace to another. The method of successive "change of plates used
to acquire the experience of a wide range of activities by the youngnme
ployees. Employees, except the top staff, are transferred from one vker
place to another every five years. A typical rotation is associated with other
kinds of work, transfersfrom one department to another department. This
type of rotation is for candidates for leadership positions.

Rotation and promotion is often performed simultaneously. In the
department of planning people work a little more than five years, in the
sales de@rtment this term is about 5 years, in production it is 5,5 years,
and in the research and development department (R&D) it lasts more than
six years. During the 1520-year rotation in the different departments spe-
cialists and other staff are trained a comgehensively and deeply, they e
cumulate a great manufacturing experience, comprehendthe philosophy
of the firm," strengthen the personal relations.

The PMS element is also active communication of the company's staff.
It suggests the involvement of emplgees in various group activities, which
include departmental meetings, ceremonial groups, quality groups, parties,
picnics, etc.
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One of the world famous elements of the Japanese management
mechanism is a "quality group". This is a workers' meeting to ideify and
solve problems in production or customer service. Groups are created by
the workers. The purpose of quality groups is to allow each employee to be
not only the worker, but also an engineer. By controlling the quality dfa-
bour and production, the dpanese do not aim at punishing the employee,
they seek to identify and eliminate the causes of problems.

The management strategy in the USA includes: determination of a
broad scope, rapid development and efficient use of the capital resources,
focus on fnhancial resources with the calculation of industrial policy for the
short term, selfresponsibility of each department of the risk, the use of a
possible competition in the production strategy.

Questions for out -of-class work

1.Give the definition of maagement.

2.What is the importance of the theory of management?

3. Characterize the basic historical stages of development of the manag
ment theory.

4.What is the essence of approaches to management?

5.What are the general functions of management?

6. What is the level structure of management? Characterize the ways pf re
resentation of levels of management.

7. Give the characteristic of organizational structures of pharmaceutical
management.

8.Name and characterize the existing market structures of maeaggnt.

9.What is the essence of foreign models of management?

10.Give the comparative characteristic of the American, Japanese and-Eur
pean models of management.

Tests

1.What definition characterizes the notion "management” most
completely?

A. The saeial and technical process by means of which resources are
used, human actions are influenced on, changes are made to achieve the
organizational purposes

B. The policy of providing decisioamaking in business sphere,
supposing the complex analysis of theattors affecting its efficiency

C. A complex of principles, methods, means and forms of the enterprise
administration for increasing its efficiency and profits

D. The concept and the system of management of the enterprise
production and sale activity based T OAOAAOAE 1T £ Ai 1 001 /
promotion and obtaining the profit
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2.Who is a manager?

A. A person who deals with consulting to increase thabour efficiency
of the organization

B. A person who takes the risk connected with the organization afnew
enterprise or development of a new idea, a new product or a new type of
services

C. A person who actively participates in formation of the purposes of the
enterprise or the organization and operates this organization at the beginning
of its activity

D. A person who makes decisions about the use of the organization's
resources, and is concerned with planning, organizing, leading, and
controlling the organization's activities in order to reach its objectives

E. A person who works in a separate site oi¢ organizational activity

3.What person is a manager?

A. A person dealing with formation of the organization capital and is
interested in efficiency of its activity

B. A person who incurs the risk connected with the organization of a
new enterprise or development of a new idea, a new type of products or
services

C. A person taking an active part in formation of the purposes of the
enterprise or the organization and operating this organization at the
beginning of its activity

D. A person who works on a gearate site of the organizational activity

E. A person who makes decisions about the use of the organization
resources, and is concerned with planning, organizing, leading, and
controlling the organization activities so as to reach its objectives

4.What of the listed groups of elements belongs to the basic components
of the management theory?

A. Sender, message, channel, receiver

B. Association, concern, consortium, corporation

C. Organizations, management, the internal environment, the external
environment, connecting processes

D. Demand, proposal, price

5.Choose the correct list of approaches to management:

A. Process, system, technological, situational process, system,
situational ones

B. Different schools of management, process, structural, situatiah
approach

C. Process, structural, system, situational ones

D. Different schools of management, process, system, situational
approach
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6.7EAO ADPDPOI AAE O1 1 AT ACAT AT O AEAOA
approach considers management as a series of continuntegsconnected
AAOET 1 O0q T OAAOET Cch AIT T OAET AOEIT T h AAE
A. Structural
B. Process
C. System
D. Situational

7.What approach to management is oriented to the fact that the fitness of
various methods of management is determined by a situation?

A. Systen

B. Process

C. Situational

8. What approach to management considers the organization as a
complex of interconnected elements, which are focused on achievement of
various purposes in the conditions of the changing environment?

A. Situational

B. Process

C.System

9. Which level of managers develops the letegm plans, formulate the
purposes?

A. Administrative

B. Technical

C. Institutional

10.What level of heads coordinates the various forms of activity inside the
organization?

A. Institutional

B. Technial

C. Administrative

11. What is the level of managers performing daily operations necessary
for providing the effective work without failures in manufacture and rendering
services in the organization?

A. Administrative

B. Institutional

C. Technical

12.Match the main features of the Japanese and American models of
management:

A.Japanese

B. American

a) the individual process of decisioamaking;
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b) collective responsibility;

c) the precisely formalized structure of management;

d) the process of decisiormaking based on the principle of consensus;

e) individual responsibility;

f) the flexible informal approach to construction of the structure of
management;

g) job promotion based on individual achievements and results;

h) the style of management focused oa group: "l is a group";

I) job promotion based on seniority and the experience of work,
management capabilities;

j) the style of management focused on an individual: "I";

k) the close relation of the size of payment for work with individual
results and goductivity;

l) the personal informal relations with subordinates;

m) short-term employment;

n) increased attention to the human factor;

0) long-term employment (life-long employment);

p) minor attention to the human factor.

13. Which foreign mechanism& @b1 AET AA AU OEA PO

AAT OA Alloe
A. European
B. American
C. Japanese

14. Match characteristics of management strategies in Japan and the USA:

A. Management strategy in Japan

B. Management strategy in the USA

a) determination of a widerange of activities;

b) a broad and longterm program of saving resources;

c) using the possible competition in the production strategy ;

d) the dynamic development of capital and the efficient use of
resources;

e) the emphasis on human resource programtprovide long-term
stability of the company;

f) the independent responsibility of each department for the risk;

g) the emphasis on the financial resources in view of the business policy

in the short term;
h) risk reduction through development of intercompany relationships;
) indication of areas for action in the wider freedom of interpretation
by employees.
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15. The American and Japanese approaches are used in management of a
pharmaceutical firm. Choose a characteristic feature of the American model of
management.

A. Slow career promotion

B. Group forms of control

C. Collective responsibility

D. Rapid estimation and career promotion

%8 ! COAAO AOOAT OET1T O1 OOEA EOI Al

16. What foreign model of management is characterized by inclusion of
labour rotation or posts rotation in the control system of the personnel?

A. American

B. European

C. Japanese
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CHAPTER 2
ORGANIZATION AS A MNAGEMENT OBJECT

The chapter is devoted to description of an organization as a ma
agement object, its internal and externaénvironment, as well as the role of
internal and external factors in providing of the effective functioning of the
organization. The specificity of enterprises of the pharmaceutical type, the
essence of successful activity of the organization, the esserafework of a
leader, methods of management, relations of power and leadership are
considered.

2.1. ORGANIZATIONS © THE PHARMACEUTICASBYSTEM AS
MANAGEMENT OBJECTSNTERNAL ENVIRONMENTOF ORGANIZATIONS

Organization is the basic notion of managementhe notion "organ-
zation" in management is used in two meanings: organization as a ma
agement function (as a process), and organization as an enterprise, ingtit
tion, that is a management object. In the last case the notion is based on the
accordance to somebligatory requirements:

a) the presence, at least, two people who consider themselves the
part of the group;

b) the presence of even one purpose adopted as general for all me
bers of the group;

c) the presence of members of the group, who intentionally ark to-
gether to achieve the purpose that are important for all.

Organization is the group of people, their activity is consciously @
ordinated for achievement of the common purpose.

According to the definition of Kenneth Killen, organization is a group
of people, working together at the head with a leader with the purpose of
fulfilling the definite plans.

In the materials of the American conference on the problems of ma
agement of the complex programs of works in the epoch of scientific and
technological progress the following determination of organization is
CEOAT ¢ O/ OCAT EUAOQCEIT EO A ATiIpPlIAG I
entific facilities, as well as personnel oriented to decision of a definite task
as a result of continuous caperation and integrated in the single social
OUOOAI o8
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Broadly defined organization can be characterized as a structure
where the corresponding measures are carried out.

/| OCAT EUAOEI T AAT AA Ai 1 OEAAOAA AC

Closed systems are systems, which do nahteract with their external
environment, i.e. they are practically seltontained.

Open systems are systems, which rely on the interaction with their
environment. Biological systems and social systems are examples of open
systems. Open systems have theemajor characteristics:

a) resources (materialz means and objects of production, financial,
labour, technological, informative);

b) dependence on the external and internal environment;

C) necessity of management ;

d) the presence of structural subdivisims;

d) division of labour (horizontal and vertical).

In the pharmaceutical system organizations as management objects are
pharmacies, pharmacy outlets, pharmacy depots and warehouses, pharmaceutical
factories, pharmaceutical enterprises and their assooret, wholesalentermediary
enterprises, control analytical laboratories etc.

Organization is an open system closely connected with the external
environment. Simultaneously it is a complex multfunctional organism,
which has the internal environment andconsists of multiple interdeperd-
ent parts. The internal components (or variables) of the organization
are situational factors inside the organization. They are (Fig. 2.1): pu
poses, tasks, structure, technologies and staff (people).

PEOPLE
(personnel)
A

A 4 \ 4 h 4

TECHNOLOGIES |, R PURPOSES R STRUCTURE

A
A
A
A

A A A

A
A

Figure 21 z The internal components (or variables) of the organization
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They interact with each other.The purpose is the exact final cond
tion or a desired result that the group tries to achieve working together.

During the process of planning the administrationdevelops aims and
reveals them to the members of the organization. This process is a pawe
ful mechanism of coordination, because it gives the opportunity to the
members to know what they must aim at. The accordance of common aims
of the organization and is subdivisions is very important. The aims of du
divisions must make a specific contribution to the purpose of the organie
tion as a unit and do not enter into contradiction with the aims of other
subdivisions.

Organization can have various purposes. Saganizations engaged in
business are concentrated mainly on creation of certain commodities or
services. This task is directed to achievement of such aims as profitability
and productivity. The state authorities, educational and medical instit-
tions act in accordance with the aims, formed as rendering the services
within the framework of certain budget constraints.

Large organizations have many purposes. For example, to get an i
come they must formulate aims in such areas as a market share, deyelo
ment of new products, quality of services, preparation and selection of
managers and even social responsibility.

On the basis of the specificity of pharmaceutical enterprises, their primary
purpose is satisfaction of the demand of the population and medical pteieim-
stitutions in medicines; it simultaneously is the component of interests of society. In
addition, achievement of profitability, training and selection of managers etc., are
also important for successful activity.

The structure of the organization s a logical interrelation of man-
agement levels and functional areas built in such form, which allows to
AAEEAOA OEA 1T OCATEUAOEI T80 POODPI OAO

Purposes < > Structure

The functional sphere is work, which is performed by subdivisions
for the organization on thewhole. The choice of functional spheres dete
mines the basic structure of the organization and possibilities of its su
cessful activity.
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Two concepts are related with the structure of organizations: the
specialized division oflabour and the control spheke.

The specialized division oflabour is fixing of specific work to speci&
ists, who are able to execute it better, from the point of view of the organ
zation as a single unit. The grouping of specialists within the limits of the
functional area forms thehorizontal division of labour.

The vertical specialized division oflabour is conditioned by the re-
cessity of ceordination of direct implementation of tasks by groups. The
intentional vertical division of labour in the organization gives as a result
the hierarchy of administrative levels as a formal subordination of persons
at every level. The number of people, subordinated to one leader is aneo
trol sphere. The control sphere is an important aspect of the organizational
structure. If a great number of emfoyees are submitted to one leader, it is
the wide sphere of control, which gives the flat structure of management.

If the control sphere is narrow, i.e. a few workers are submitted to
every leader, so, there is a muHievel structure.

Interrelation of the specialized division oflabour, spheres of control
and the structure of organization are illustrated in Fig. 2.2 by the example
of a pharmacy with the right for preparing medicinal forms.

The major requirements to organizational structures are:

a) optimality : a structure is optimal if between the management links
at all levels the rational relations at the least number of stages of manag
ment are established;

b) manageability is the presence of the least of links and levels of
management providing the timely transfer of decisions from the leaders of
the higher level to the executives;

c) dynamism (flexibility) is the ability to change according to the
changes of the external environment;

d) the presence of feedbadk the ability to perform the decision or
tasks and to give the information about this to the higher levels of nma
agement;

e) managersof all management levels should be really capable and
AAOEOAIT U ET £ OATAA 11 AAEEAOAI AT O

f) profitability is providing of the appropriate effect from manage-
ment with minimal expenses for the administrative personnel.

Thetask is work, series of works or a part of the work, which must be
executed by the previously set way in the terms discussed beforehand.
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Head of the pharmacy

Deputy head of the pharmacy |[-------1 Authorized person

Head of the prescription department

Head of the chemists department

—— Pharmaceutists Pharmgceu-
Pharmacist |+ Pharmacist
Paclager
analyst Head of the storage department

for receiving of prescrip-
tions and dispensing
medicines

Heads of structural departments
(pharmacy kiosks and outlets) —

for quality control of

medicines
for preparing of a semi Pharmaceutist
finished medicines and
concentrates
Pharmacist F— Pharmacist
| | Pharmacist —— Pharmacist Pharmacy
cleaners
—— Packager —— Packager
Pharmacy Pharmacy
cleaners cleaners

Figure 2.2z The organizational structure and division oflabour in a
pharmacy with the right for preparing of medicinal forms

The tasks are set not to an employee, but to his position. On the basis
I £ OEA 1T AT ACAT AT O AAAEOE I lutturefedch (b® OFE
tion includes the range of tasks, which are considered as the necessaryco
OOEAOOEITT O AAEEAOA OEA 1 OCAT EUAOE
The tasks are divided into three categories: the work with people; the
work with objects (raw material, machines, echnical equipment, instu-
ments, etc.); the work with information.
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Purposes 1 Structure
Tasks p X

For example, in pharmacies the work of pharmacists in extemporaneaus co
pounding and dispensing pharmacists consists mainly of work with objects. Tasks o
the head of a pharmacy, Her deputy, heads of departments, pharmacists
technologists in taking of prescriptions and dispensing of medicines is mainly the
work with people. At the same time of the task of information pharmacist is related
in a greater degree with information.

Technology is the fourth important internal variable. It is the means
of transformation of inputs (people, information or material) into outputs
(the products and services. There is another alike determination: "Teh-
nology is a combination of qualified skik, equipment, infrastructure, n-
struments and the appropriate technical knowledge required for perfom-
ing of the desired transformations in materials, information or people".

Technology - Purposes <  Structure

‘ > Tasks <

Tasks and technology are closely connected. The performance of the
task includes the use of a specific technology as a method of transformation
of the material to the finished. On the other hand, the choice of technology
IS stipulated by purposes and the structure of an organization.

The choice of technology by the enterprisesthe pharmaceutical type is
conditioned by volume and the character of the work. In pharmacies technologies of
the individual compounding of medicines and technology of the sstalle prepaa-
tion of medicines are prevailed. Pharmaceutical enterprises technology of the
industrial production of medicines. An intermediate place between individudl-tec
nologies and technologies of mass production is occupied by technologies of smal
pharmaceutical enterprises. Such place of small producers is conditmnét fact
that manufacture of their productsan® be fully standardized unlike large phaam
ceutical enterprises and firms.
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The fifth variable of organization isstaff (people, personnel) . Inside
the organization people are determinant between tasks andhe chosen
technology. No technology can be useful and no tasks can be executed
without people.

The most significant human features are as follows:

1. Abilities are the individual qualities, which are inherent to each
person. Organizations always try to se the abilities for decision of the
problem of what work the individual will execute and what office he will
work in.

2.GtEO A DI OAT OEAT T &£  DPAOOIT EI
work. Arising from combinations of both the innate quality andthe gained
experience, gifts become a talent in some area.

3. Needsare an internal condition of psychological or physiological
sensation of insufficiency of anything. Basic needs are physiological (needs
in food, drinks, heat), as well as psychologicaleeds of involvement, le-
longing to the society or a group of people. Many people have needs of
power and influence.

4. Expectationsare based on the past experience and estimation of the
current situation; people form expectations comparatively with resultsof
their behaviour.

5. Perceptionis an intellectual realization of stimuli got from sena-
OEI 108 0AOAAPOEIT EO OAOU EI PI OOAT O
is for a definite individual.

6. Attitude (standpoint) forms our subjective perceptionof the enu-
ronment and hereunder influences uporbehaviour.

7. Valuesare faiths, the general beliefs in what is good and what is
bad or what is important or unimportant in life. Values are gained by
means of training in school, by education. Values aremsplidated in social
contacts and even through leisure.

All the descriptions mentioned above determine the individuality, m-
herent to everybody, and the combination of stable characteristics dete
mines the personality. Personality reveals through "featuresf a separate
person and his/her behaviour, which are grouped to reflect the unique
character of adaptation of this person to the environment". The task of a
manager is to find and use workers with the features, desirable for theca
tivity to achieve the purposes of organization as well as to create the wk¥
ing atmosphere developing these features.
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However, a character obehaviour of a worker is not something pe-
manent, it is formed and developed under the influence of different factors
of the environment, two from which are dominant. They are groups and
administrative leadership.

Groups can be formed spontaneously, as a result of intensive social
co-operation. But at the same time the organization itself and its subdiv
sions are also groups due to the forad structure.

Groups influence on thebehaviour of definite people. The members
of the group form the values and expectations in questions dealing with
understanding of the behavioural norm. Norm is standards ofbehaviour
accepted in certain conditions. Tk more a person appreciates his bela
ing to the group, the more his/her conduct will coincide with the group
norms.

The group norms can promote or counteract to achievement of the
purposes of an organization. The example of the first one is the high degre
of collectivism in a group, support of stability in communication, etc.

To be an effective manager it is necessary to be an effective leader.
Leadership is means by which a leader influence obehaviour of people
making them to behave in a certain way. ie style of leadership reflects the
values and opinions of a manager, his/her attitude to employees, his/her
self-appraisal and personality. The choice of the style of managemeng-d
termines in a greater degree, how well a manager is able to direct efforv$
workers to achieve the purposes, create a capable working team, solve the
conflict situation, etc.

Internal variables in administrative practice A A Thé énsidered n-
dependently of each other. The significant changes of any of them witki
fluence on al other in a certain degree (Fig. 2.3).

> People(personnel) <
v I l
Technology > Purposes «— > Structure

A I [
> Tasks <

Figure 2.3 zInterrelation of internal variables of the organization
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In the aggregate internal variables are considered as social technical
subsystems as they have both social (people) and technical (otheari-
ables) components.

Consequently, managing internal variables, it is necessary to take into
account that improvement of one of them, for example, technologies, can
not necessarily result in the increase of productivity if these changes nag
tively influ ence on another variable, for example, people.

The internal environments the system of indexes characterizing the
activity of an enterprise. They are production, marketing, financegabour
resources and the image of the corporation. Research and devetognt of
enterprises is also of a great importance in modern conditions.

2.2. COMPONENTS OFHE SUCCESSFUL ACTIM OF A PHARMACEUTIAL
ORGANIZATION

The main condition of the successful activity of an organization is
achievement of its purpose. Then it imatural to suppose that having achie-
ing the purpose, organization stops to exist. Actually it not so if we consider
the constituents, or criteria of the successful activity of the organization.

The primary task of most organizations is survival, possihily to exist
as long as possible. Thus, organizations have to change the purposes quite
often or extend them according to the changing necessities of the enwvro
ment. For example, for pharmaceutical enterprises, there is development of
new types of producs and services, diversification in other spheres ofca
tivity, investing of the capital for development of enterprises for its brand
or another industries et cetera.

The next component of the successful activity of organization is -
fectiveness and efficiency. Effectiveness, from the point of view of ma
agement, is the result that an organization or an enterprise produces pae
ucts necessary for a consumer or render the necessary services. The aend
tion of efficiency is production of the necessary commotes and services
of required quality.

The quantitative value of efficiency of organizations and enterprises
is productivity , another component of the successful activity. Broadlyed
fined productivity is a ratio of the amount of units at the output to the
amount of units at the input.

Productivity at all levels of the organization is a major factor for thers
ganization to survive and achieve success in the conditions of competition.
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The more effective an organization is, the higher is its productivity. Hower
large volumes of the products manufactured are not the evidence of high
productivity. The key component of productivity is quality. A potential cs-
tomer who has a freedom of choice, naturally, will prefer higiguality prod-
ucts. Thus, the greater volumef sales will give to organizations the increase
of monetary resources, which can be invested in resources, better equipment
and technology, and it will assist the increase of productivity in future.

The important criterion of the successful activity of a organization is
practical implementation of management decisions . A successful dee
sion is a decision implemented practically, i.e. grows into the action effe
tively. One of measures of success in this respect is also estimation of the
organization by its partners.

Activity of pharmacies includes social and economic aspects, therefore, for
the estimation of their efficiency the system approach is used.

Presently the main economic criterion of activity of pharmacies is theirtprofi
ability. But this indexs not fully perfect for the estimation of efficiency and is-d
termined by factors, that do not depend on efforts of the pharmacy personnel for
implementation of plan tasks. It is the level and structure of prices, the assortment
of commodities in a pharacy, interruptions in the system of supply, etc. As a whole
the basic index of efficiency of the pharmaceutical service is the most complete pr
viding of population and medical and preventive institutions with medicine.

In pharmaceutical service the eftee organization of work, along with the
indicated general criteria of the successful activity of the management subject, must
render assistance to implementation of two basic tasks:

a) time reduction to the minimum of on purchase of medicines and other
medical commodities at the corresponding level of service;

b) reduction oflabour expenses for preparation of medicines and impleme
tation of other works.

Basic directions of increasing efficiency of work in pharmacy institutions are:

- improvement of orgaization and maintenance of workplaces;

- rationalization of means and methods labour, which accelerate and faglil
tate the process of preparing and dispensing of medicines and other commaodities;

- improvement oflabour conditions, development of the ophal modes ofa-
bourand rest;

- setting of norms ofabour expenses when carrying out separate production
operations;

- increase of the cultural and technical level of workers of pharmacies and
training of the qualified personnel,

- improvement of forms bdistribution and ceoperation of work, combination of
professionsspecialtiesand functions within the departments of the pharmacy;
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- improvement oflabourRA 8 OA L Ay SZ Ay ONBIlI as 27
activity;

- improvement of organization débourof support personnel;

- improvement of forms and systems labour payment and economic stima
tion;

- improvement of work of the managerial personnel.

2.3. ACTIVITY OF A MNAGER. FUNCTIONS ANORGANIZATION OF
WORK OF THE HEAD OR PHARMACY

Management is a substantial component of the organization activity
in achievement of its purpose. The main task of a leader is to organize the
work of employees according to their qualification, capabilities, skills; on
this basis to construct the models of orgnizational relationships; to do-
serve the effective implementation of work. Such variety of the manager
labour requires implementation of various, but interconnected functions of
a manager, organizer and specialist.

As a manager a leader executes the powseror providing develop-
ment of the organization according to current laws and normative acts,ed
velops and exercises the staff policy.

Executing the functions of an organizer a leader creates conditions,
which are necessary for the effective activity a tem when achieving the
common aims; coordinates the actions of subordinates engaged in the
processes of management and production.

As a specialist, i. e. a person who is professionally walained, with
the knowledge, experience in a specific field, a leadshould set tasks co-
rectly, analyze competently and control the course effectively of theim-
plementation.

In connection with forming of new socieeconomic tasks of ente
prises modern leaders must have the qualities of managers. The maie-r
guirements are: the presence of a wide range of the special knowledge in
the area of market research, marketing planning, pricing, organization of
sale channels, of recorekeeping, foreign trade,labour legislation etc.; -
trepreneurial spirit, i. e. the ability to acheve the specific economic ands
cial aims selecting original, norstandard decisions related with the eo-
nomic risk; persistence, purposefulness, aspiring to obligatory achiev
ment of the aims set.
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A manager must:

a) organize and plan production andesA | Afroducts;

b) take correct administrative decisions;

c) conduct business negotiations;

d) select and train employees;

e) manage the staff at the level of modern requirements;

f) induce workers to creative activity, rationalization, invention, note
and estimate every achievement of a subordinate;

g) be maximumally objective;

h) find the way out of the conflict situations, etc.

There is a vast list of characteristics assisting effective management.
Such personality traits usually are: mind, the levebf intellect, confidence,
purposefulness, energy, initiativeness, strictness and demand, politeness,
benevolent attitude toward subordinate, etc.

A manager or head of a pharmacy as a leader organizes work in providing of the
population and medical prevene institutions with medicines, carries out maeag
ment of sales, financial and administrative activity. His/her functions are:

- licensing of the activity of a pharmacy and control of the observance of licensed
conditions;

- business contacts with pubkmnd supervisory bodies;

- providing of the proper organization of all trageeoductive and economics
erations in a pharmacy;

- control of the presence of the drug assortment, the observance of rules of for
dispensing;

- organization of providing of a phaacy with medicines;

- organization of the quality control of medicines;

- control of the observance of the sanitary mode, rules of storage of medicines in
a pharmacy and medical institutions;

-recruiting and discharge of workers, making contracts aboatienal respons
bility, approval of the schedule of work;

- selection, placing, education and increase of business qualification of the pe
sonnel;

- introduction of progressive forms of work;

- organization of informative work;

- organization of sanitary @rk among the population;

- providing of implementation of all economic and financial operations;

- organization of correct account and accounting, planning of the pharmacy
activity;

- making of administrative decisions on organizational and productivetiguns,
control of their implementation, etc.
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marketing tasks of a pharmacy, determination of needs in medicines and the optimal
assortment, pricing, control of the financial cligine, control of medicines storages-r
ception of goods, operative communication with suppliers, sale of medicines to- hosp
tals and retail networks, work with the control and analytical laboratory, etc.

Quality of the administrative activity renders direct influence on the
work of every employee and success of the organization activity as a whole.
One of basic directions of increase of efficiency of the administrative aei
ity is its distribution and co-operation. They are carried out according to
three signs: technological, functional and professionadjualified.

According to thetechnologicalsigns thelabour of staff management is
distributed by the types of work in obedience with specialization of m-
ployees.

The functional distribution and co-operation of labour are based on
specialization when performing different functions of management.

According to theprofessionalqualified signs duties and responsibility
are differentiated between employees taking into account the position
held, which is necessay for this qualification.

Distribution and cepperation of the administrative activity in a pharmaceutical
organization is fixed in duty instructions which determine the law state of a manager of
each level. The instruction is developed on the basiseStiatute about a certain post
in relation to a definite worker taking into account his/her knowledge, experienae, pe
sonal and business qualities, specificity of work of a pharmacy.

Efficiency of the manager's work in a great deal depends on orgaatz
tion of his/her personal work. Organizing others, a leader, foremost, must
be organized. This work is calledself-management. Selfmanagement
provides the increase of management efficiency and improvement of the
results of activity of all staff.

The primary purpose of organization of the personal manager's work
is economy of his hours worked and the maximal use of his own possibil
ties. Each manager sets the system of organization of the persotatbour
independently, based on specific terms, the sphere of aaty, the character
of the work performed, the number of subordinates, etc.

The major components of selimanagement are:
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b) optimization of the production environment at the working place;

c) analysis of exp@ases of the hours worked;



38 Management and Marketing in Pharmacy. Part Managementin Pharmacy

d) planning of the work by a manager;

e) holding business meetings and conferences and taking part in
them;

g) organization of public speaking;

h) reception of visitors and conducting business talks (the technology
of business comacts);
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k) constant professional improvement.

Correct organization and rational equipment of the working place of a
manager enable to execute the functions rationally and with the leaske
penses of labour, communicate effectively with visitors, employees and
subordinates, receive visitors, support a high capacity and working mood.

Time management supposes a number of the interconnected stages:
record of hours worked, analysis of expenses, ptaing of the working day.

Methods of record of hours worked are: photo, timestudy, continu-
ous timing, flyback timing, instantaneous observation, the choice of which
depends on the aims.

Time management of a leader must be carried out both for a long
term prospect and for more short periodz a week, a day.

Planning of the work of a head of a pharmacy is in a great deal determined by
specificity and by volume of activity of the pharmacy. So, the plan of work for a month
includes set administrative functionsrganization of the informational work, develo
ment of the project of the financia@conomic plan of the pharmacy, drafting of tree r
port on sale and financial activity, making the inventory, etc.

The plan of work for a week should include holding ofrappee meetings with
the deputies of the head of the pharmacy and heads of the departments concerning
summarization of work for the previous week, their estimation, as well as for determ
nation of tasks for the current week. In addition, it is necessarplan the visiting
hours for the population and employees of the pharmacy in private matters.

It is expedient to begin the working day with controlling the presence of tine pe
sonnel of the pharmacy at the working places and readiness of the staff to therk,
to specify the content of the own activity during a day, study the correspondesice r
ceived, distribute it between performers, to determine the time of performance of the
work etc.

The psychological aspects of the effective administrative activity are
determined by knowledge of psychological sides of eoperation and can-
munication of people inlabour collectives, by ability to apply these know
edge in administrative practice.
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2.4. THE SYSTEM OF MNAGEMENT METHODS

Methods of management are a complex ofmethods and means,
which help to influence on the object of management.

By the nature of influences there are methods of direct influence and
indirect methods. The list of them is given in Table 2.1.

Table 2.1z Methods of management of a pharmaceuticanterprise

Methods of direct Methods of indirect influence
influence
Scientific and technical and economic forecasting
Economic Methods of cybernetics (for researchmodelling and
Organizational optimization of information systems)
Social and Methods of statistics
psychological Mathematical methods
Legal Economic analysis
Sociological research
Graphic methods oimodelling

The economic methods represent methods of influence dabour activ-
ity of the employees based on conscious using of the whole systerhem-
nomic laws and categoriesThe economic methods include: planning, mat
rial stimulation, use of the growth of production funds, distribution of profit,
pricing, crediting, realization of material sanctions, distribution of capital m-
vestments and sone others.

By means of economic methods of management the program ofopr
ductive subdivisions activity is determined. The target influence on ec
nomic interests of all staff and every worker is carried out, terms for cre
tive activity and initiative of workers are created.

The use of economic methods allows to affect the increase ofoec
nomic efficiency of production and quality of work. Due to these methods
the impact on the process of production, sales and exchange on the basis of
comparison of expenses andesults, expenses and public needs is carried
out. The use of economicamathematical methods allows to give quala-
tive and quantitative description of relations between phenomena, to help
in approving of more reasonable administrative decisions.

Among eonomical-mathematical methods the most popular are the
methods of the mathematical programming. So, by means of the lineargsr
gramming in processing of information from a great number of possible
variants the optimal variant of management can be chosen.
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In the pharmaceutical system, programming amddellingare applied for set
ing tasks of forecasting of demand for pharmaceutical products, volumes of sale, 0
ganization of supply, logistic processes, etc.

The method of organizational influence is a methodbased on a-
thority of the chief, his rights, discipline and responsibility. The method &
sumes on the one hand, the use of stimulation, bringing up, persuasiomr-d
velopment of the initiative, on the other hand it is precise organization and
development ofthe organizational structure of each enterprise with divd-
ing duties and acquaintance of the workers with them.

The role of organizational methods of management consists of co
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set. This process includes several stages.

The first stage of the organizational influence is setting of a task,vgi
ing instructions. Thus, an order must have not only instructions concerning
the task, but also foresee the ways of its implementation, resourseThe
major components of this stage are distribution of duties, establishment of
the work order, authorization of the performer.

A duty is certain actions, laid on a person, and obligated to impleme
tation. When distributing the duties the criteria of eficiency and other cr-
cumstances, namely peculiarities of the tasks, the subjective features of
performers (for example, an information pharmacist or a medical reps-
sentative of a pharmaceutical enterprise should be a sociable person) are
taken into accoun.

A very important problem is observance of balance between tasks
and rights for a performers, as well as between tasks and resources (pe
sonnel, means of production, finances, knowledge, habits, etc.).

The next stage is allocation of responsibility. A péormer must know
what measures and in relation to whom a leader can use, he/she must
know about the degree of responsibility in a specific case.

Instructing is of great importance. It is the generalized concept, which
characterizes elucidation, persuasiontraining.

Another stage of the organizational influence is giving instructions du
ing the work. It is suggested to take into account the following information:

a) instructions must be objectively necessary, they must follow from
the existent state of thngs, but not from aspiration to "command";

b) they must not do damage to the authority of the leader in the eyes
of his subordinates;
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c) they must take into account the features of separate performers:
gualification, activity, experience, personatualities;

d) they must develop independence and initiative of the workers.

The important stage of the administrative activity is account of the
course of work. A leader must set, when and what information can enter,
who presents it. And finally, there should be antrol for performance and
summarization. The performer acts negatively if the leader does not su
marize after completing some part of the tasks. It weakens the perfor
ance discipline, reduces the initiative of a worker.

Depending on the forms and tasksugh types of the organizational
activity are distinguished: selection, placing, work with the personnel; ®
ganizational setting of norms; operative planning; getting across the tasks
to the performers; organizational instructing; organizational disposition
control of performance; organizational analysis; organizational planning.

Selection, placing and work with the personnel provides devefp
ment of methods and professiograms for the estimation of business qual
ties of a worker when hiring him, qualifying tbles and reference books;
model documents for registration of hiring and account of the personnel;
development of documentation for attestation and tariffication of the pe
sonnel; personnel inventory; periodic attestation of leaders and specialists;
development of methods concerning control of the personnel; creation of
the staff reserve.

The organizational setting of norms is the use of norms, rulesp-i
structions, which are the base for organization of the management process.

For example, in the activitgf pharmacies there are the rules of internal order,
Rules of drug sale in pharmaceutical institutions, State Pharmacopoeia of Ukraine,
passport of the pharmacy, etc.

The organizational setting of norms increase efficiency of management of pha
maceuticaknterprises under condition of implementation of such requirements as:

- setting of norms must be combined with material and moral stimulation of pe
formance of rules and norms;

- the norms must not be disincentive for direct performers;

- the norms musstrengthen the personal responsibility of performers.

The organizational planning is used to appoint the performers of
separate processes, terms of implementation and necessary resources. The
end-point of the organizational planning is an organizational [an of the
administrative activity.
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The operative planning is determination of preliminary results of
work for a certain period; division of work between performers with the
observance of the necessary succession, proportions and accordance of
rights and responsibility.

Letting across the tasks to a performer includes verification of the
possibility of implementation of tasks, verification of the terms of work and
material provision with resources, setting of exact tasks for performers.

The organizational nstructing includes the detailed elucidation of the
task to the performers.

Organizational disposition is giving instructions timely to basic and
support subdivisions; setting of exact tasks before the performers of all
levels of management.

Organizational disposition can use different forms. From them the
most point-blank form is an order. It imposes the duty of performing the
making exactly and in a timely manner for the objects managed; and it also
makes possible the punishment in the case of its neflfillment. Control of
performance includes verification of implementation of orders and instra-
tions of the administration system; control for keeping of the set rules,
norms and standards, legal norms, technological regulations, plan tasks,
state and labou discipline.

The basic task of organizational analysis is in determining the state of
different links of the administrative system and finding reserves for ma-
agement improvement.

The main purpose of the organizational planning is creation of the
organizational model of the management system by definite enterprisese
tablishment for development of new organizational forms or improvement
of the existing ones. The organizational planning is carried out on the basis
of the system of norms and results of orgazational analysis.

The elements of the organizational planning of pharmaceutical enterprises are:

- planning of the structure of a pharmaceutical enterprise;

- planning production and other processes, including planning of the ratiosial di
tribution sysem and ceoperation of efforts of workers in relation to performance of
separate operations and all activity according to specialization ofirtstgution, its
sizes, material and technical base;

- planning of management processes (development of Statatesut depat-
ments and services, charts of documents flow, instructions, etc.);

- complex planning of the management system.
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The social-psychological methods of managements are: forming of
labour collectives taking into account sociabsychological charateristics;
establishment and development of social norms diehaviour; introduction
of the system of the social regulation and stimulation; satisfaction of €u
tural and domestic needs.

Creation offavourable conditions for a person is also as an important
task as production of material goods themselves. At an enterprise, among
the colleagues a person spends a considerable part of the life, his/her best
capabilities and human essence are revealed here.

The collective activity of members of the society satigfs not only
material needs, but also needs of their spiritual development, needs rto
cerning public recognition of results of work, talent, capabilities. In the
structure of spiritual stimuli the special place belongs to moral one. Theos
lution of tasks of moral stimulation provides the search of such forms that
affect development and revealing of moral appeals, transform them into
the factor of activation and quality improvement of management.

The moral personal interest of employees in the results of thework
is the basic of sociapsychological methods of management. Methods of
economic, organizational influence and the socigdsychological methods
mutually complement each other and used as a complex. So, high payment
of the high-quality work is perceived both as moral stimulation, and as re
ognition of meaningfulness of thelabour contribution of a person, the
amount and quality of his work.

Legal influenceon the object of management has an important value
in management. Thus, there is the necessary m@®&ure of the normative
regulation, formal certainty and regulation in management, the volume of
authority and responsibility of the management links, as well as the s
tinct order of their mutual relations are fixed. Success of functioning of all
levels ard management links depends on the observance of legality and
state discipline. The legal framework of the activity of organizations is la-
bour, economic, criminal, financial, civil legislation.

Tasks, functions and duties which are laid on enterpriséiseifield of the pha
maceutical activity, are regulated by the corresponding laws of Ukraine and Regulations
ratified by the Ministry of Public Health of Ukraine. The main internal legal document of
a pharmaceutical enterprise is Statute.

The indirect mdtods of management provide the effective use of methods-of d
rect influence in the pharmaceutical branch. So, the methods of cybernetics are used
for design and creation of the information systems, computer workstations, amd co
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puter networks. The methodsf statistics are needed for collecting and processing the
information about the consumption of medicines, activity of subjects of the pharm
ceutical market, etc. Estimation of the economic efficiency of the activity of prarm
ceutical enterprises is baset the economignathematical methods of analysis. SBci
logical research is widely used while studying the demand for pharmaceutical goods,
consumer preferences, competitiveness of pharmaceutical organizations, whep stud
ing of administrative processes aadcialpsychological climate among the employees

of pharmacies and pharmaceutical enterprises, etc.

2.5. POWER AND LEADRESHIP

The substantial condition of the successful activity of an organization
is the effective use by a manager of his/her status oheé leader, influence
and power.

From the point of view of management, leadership is the ability tot
fluence on individuals and groups, direct their efforts to achievement of
purposes of the organization. However, leadership is considered under two
points of view: a leader is the head of the organization because of the-n
cessity of his performance of the formal duties of the leader; on the other
hand, it is possible to be a leader without a formal position in the hiera
chy, and only due to the ability to lad the people.

Leadership arises if there is a need in initiative actions. A personka
ing voluntarily greater responsibility than it is imposed by his position, is
an informal leader. A leader also is the head, but, unlike an administrative
manager he dos not command, but leads others. A leader is psycholeg
cally recognized by people as the only one, who is able to provide satisfa
tion of their needs and can find thevay-out of the problem situations.

In a group a leader can perform the role of coordinatg inspector, e-
pert, arbiter, transmitter of the group responsibility or guilt ("scapegoat").

In a team with the average general level, a leader mostly plays role of an
expert-specialist on any questions. In a team with the high level of develo
ment he/she is an intellectualcentre, the source of ideas, consultant on most
difficult problems. In both cases he is an integrator of the team, initiator and
organizer of active actions, standard for ideas and acts of people.

There are threeapproaches to understading of the essence of leade
ship:

a) approach from the position of the personal internals;

b) behavioural approach;

c) situational approach.
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According to the personality theory of leadership the best leaders
possess a setwhich is common for all persond qualities. The basic from
them are the level of intellect and knowledge; initiativeness; impressive
appearance; honesty; good sense; social and economic education; a high
degree of confidence.

The behavioural approach forms styles of management, i.behaviour
of a leader with the subordinates.

The situational approach supposes that a leader must behave var
ously in different situations. Situational factors include needs and personal
gualities of employees, the character of the task, requirement and inflace
of the environment, as well as information which the leader has.

In the basis of management and leadership there are two majoreel
ments: influence and power.Influenceis any behaviour of an individual,
who makes changes irbehaviour, relations, feelngs of another individual.
Leaders should use and show their impact so that it could be the result not
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quired for achievement of the organization's purposes.

A formal leader shoudl develop and exercise power in an order to
make the leadership and influence effectiveRoweris a possibility to influ-
ence on thebehaviour of others.

In science of management such classification of the leader's forms of
power is worked out:

a) power based on compulsion or fear is one of the most uneffective
forms as its action can cause only a brief result;

b) power based on a reward is one of the oldest and the most effe
tive forms of the impact on employees;

c) reference power or power of example is te power when the pe-
sonal qualities of a leader are so attractive for an employee, that the last
wants to look like a leader in everything. With this form of power is
equated the power of charisma based on the strength of the personality
qualities or capablities of a leader;

d) expert power is when a leader has so great knowledge and exper
ence that his/her orders are obligative to perform;

e) traditional or legal power is when a subordinate is convinced that
a leader has every right to give orders, and &iduty is to submit them.

But possessing the formal power and right of a formal leader a o
petent leader will not limit his influence on the employees, and in acco
dance with the own estimation of the situation, experience, knowledge,
ability to solve problems he/she will select those methods and managy
ment styles that are the most effective in every case.
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2.6. SOCIAEPSYCHOLOGICAL STYLEX MANAGEMENT OF THETAFF

The successful activity of an organization depends to a great extent
on its leader. Every éader in the administrative activity executes official
duties by certain, inherent only to him, styleThe management style of a
leader is an individual method or handwriting of the activity determined
by his/her intellectual and psychological features, attity to organize initi a-
tive, creative performance of the tasks laid on the staff, control the results
of employees activity, create and support a moral psychological climate
among the workers. The style of management reflecting the mutual sl
tions of a kader and an employee, influences on the psychological state of
every worker and the staff as a whole. In addition, the style is the social
phenomenon as a world outlook and persuasions of the leader aree-r
flected in it.

Community and variety of socialpsychological aspects of manag;
ment determine a great variety of specific styles of management. The most
widespread are a directive, democratic and liberal styles.

Directive (autocratic) styleof management is differed by centralia-
tion of power, propensity to undivided authority, preference to punish-
ments, hard tone, official character of relationships with subordinates.

Democratic (collective) styleof management provides for hands off
policy to employees equal to their qualification and the functions pe
formed; their involvement to such types of activity as determination of
aims, estimation of work, preparation and decision making, etc. Democratic
style encourages creative activity of employees, contributes to the atmo
phere of mutual trust and collaboration

Liberal style of management differs by lacking initiative, unwilling-
ness to undertake responsibility for decisions and their consequences. A
supporter of liberal style does not show the expressed organizationalae
pabilities, does not regulate and contrd the actions of subordinates prp-
erly; that is results in low effectiveness. However, this style of management
is fully applicable in relation to mature (experienced and qualified) specla
ists, in the cases of necessity of stimulation of the creative apgch of pe-
formers to the solution of the tasks set. In this case the leader has the @un
tions of a consultant, arbiter, expert estimating the results obtained.

Varieties of the brought styles of management mentioned are sh
tance, contact, goatlirected, delegating.



Chapter 2 Organization as a management object 47

There is actually the combination of elements of different management
styles, however, as a rule, mutual relations between a leader and his emplo
ees are formed under the influence of one prevailing style of management.

Multidimensional styles o f management are a complex of comp-
mentary approaches, each of which can be independent.

"Two-dimensionalstyle of management is based on two approaches:

a) management is oriented foremost to the task and increase of the
labour productivity;

b) managemert is concentrated on a person and increase of thia-
bour productivity because of improvement of human relations.

An aggregate of methods of coperation with employees, which are
common for a manager, is in the position of continuum (from Latigontin-
uum z continuous). Such continuum was offered by Rensis Likert (Fig. 2.4).

Concentration Concentration
onwork (task) ona person

Styles of leadership

Y

A
v

Autocratic Democratic Liberal

Figure 2.4z The autocraticliberal continuum of management styles

As a result of his further research four systems, classifying tHeehav-
lour of leaders (Fig. 2.5) were distinguishd.

System 1 System 2 System 3 System 4
Exploitation - Favorable- Consultative- Based on
authoritarian authoritarian democratic participation

Figure 2.5z The styles of leadership by Likert



48 Management and Marketing in Pharmacy. Part Managementin Pharmacy

The managerial Grid model worked out in the University of Ohio, was
modified by Robert R. Blake and Jane S. Mouton. It is presented as a chart
illustrating five basic styles of management (Fig. 2.6).

oF < (1.9) Team *
Country style
S h club style Group management.
An interested attention to the High Iresults are obtained by
human needs creates a friendly the 1pteres1:ed employees,
F atmosphere and the pursuing a common purpose
o corresponding rate of production
-
o Op
w - -
Q. (5.3)
S st _ .
- Middle-of-the-road style
r 4k Satisfactory results. An average satisfaction by work,
O propensity to compromises and traditions brakes
g development of the optimal look
O 3k
A minimum attention to a person A high productivelresult is achieved
2k and results of production without atte(;tmn toa person
(9-1)
(1.1) oo
1f ¢ Impoverished roduce or
style perish style

Low! 2 3 4 5 6 7 8 9 High
Concern for production

Figure 2.6z The managerial Grid Model

A result is achieved at in the "power field" between production and a
person. Between these "lines" of force there is a certain contradiction: ier
entation only to increase of the labour productivity, increase the ©duc-
tion volume, profit, etc. (9.1.) can result in deplorable results; predom
nance of the human relations (1.9.) reduces efficiency of work as a whole, it
leads to appearance of conflicts, decline of the initiative and creativity of
workers. Management $yle (9.9) provides the greatest results at the
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The Life Cycle Theory of Leadershwmas worked out by Paul Hersey
and Ken Blanchard. It is a situational theory of leadership; according to it
the most effective stylesof management depend on "maturity" of perfom-
ers. A concept of maturity is characterizes a specific situation.
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According to Fig. 2.7 four management styles are distinguished; they
correspond to the exact level of maturity of performers: "Telling", "Selling
"Participating"”, "Delegating".

Behavior oriented to
human relations
The management style

h

“Participating” “Selling”
high orientation to high orientation both to the
human relations task and human relations
and low - on the task
S3 S2
S4 S1
“Delegating” “Telling”
low orientation to human high orientation to the task
relations and high - on the task and low - on human relations
Low High

Behavior oriented to the task

High Medium Low -

© M4 M3 M2 M1

Experienced Inexperienced
Maturity Levels

Figure 2.7z The Situational Model by Paul Hersey and Ken Blanchard

The first style S1 is a high degree of orientation to the task and lagv
to human relations. This style is called "Telling"; it is for employees with
the low level of maturity (M1) because employees neither want nor able to
be responsible for a certain task, and the corresponding instructions, gis
ance and strict control are required for them. This style of management is
appropriate in this case.
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a greater degree is oriented both to the task and human relations. In this
situation subordinates want to have responsibility, but theycannot be-
cause they possess the middle level of matty (M2). Thus, the leader
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choosesbehaviour, oriented to the task, to give exact instructions to his
employees how to do the work. At the same time the leader supports their
desire and enthusiasm to perform the task.

The third style S3 is characterized byan average high degree of at
turity of performers (M3). In this situation employees can but do not want
to be responsible for performing the work. For a leader combining the low
degree of orientation to the task and high degree to human relations, the
style based on participation of subordinates in decisiommaking will be
most suitable because the employees knowhow the work should be pe
formed and they do not require the exact instructions. In fact, the leader
and his employees make decision together.

The fourth style S4 is characterized by a high degree of maturity of
performers (M4). In this situation employees can and want to have respe
sibility. Here the style of delegation befits more than all others, and thiae-
haviour of the leader can combine a high&bree of orientation to the task
and low to human relations. This style is appropriate during the work with
mature performers, since the employees know what and how to do and
they are aware of their high degree of involvement in the task. As a result,
the leader allows his employees to act themselves: they need neitherpsu
port nor instructions, as they are able to do everything themselves in rai
tion to each other.

As well as other situational models, the life cycle model by Hersey
and Blanchard recommends flexible, adaptive style of management.

A decisionmaking model by Victor Vroom and Phillip Yetton is a
situation model and concentrates attention on the process of decision rka
ing. Depending on a situation, features of the staff and the character of
problem five styles of management can be used:

1 z a leader makes decision on the basis of the current information;

2 7 a leader tells his subordinates the essence of problem, listens to
their opinions and makes his decision;

3 z a leader tells his subordinaés about the problem, summarizes
their opinions and taking them into account, makes his own decision;

4 7 a leader together with his workers discusses a problem and a
general idea is produced as a result;

5 z a leader constantly works together with the graip, which either
makes a collective decision or accept the best one regardless of the author.
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When choosing the style of management the following basic criteria
are used:

- availability of sufficient information and experience of employees;

- the level d requirements to the decision;

- clearness and structuring of a problem;
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ganization and the necessity to cordinate decisions with them;

- probability that the individual decision of a leade will get encour-
agement of performers;

- the personal interest of performers in achieving the aims;

- the degree of probability of starting conflicts between the emplyp-
ees as a result of decision making.

The successful choice of the management style inegit measure -
termines the social and psychological stability of the staff.

M
—_

In different periods in the pharmacy network the sociological research of social
and psychological aspects in the managemenalodur collectives was carried out, the
causes ofanflicts, turnover of the staff were analyzed.

The investigation testify that wekinit team differ in stability of the composition:
the number of workers interested in changing their work, is15@6, while in the
looselyknit teams it is 580% (the potenal turnover of the staff).

The social and psychological climate in a group presents the culture of mesual r
lations and satisfaction by the mutulabour activity. It forms horizontal and vertical
mutual relations.

The analysis of the situation in pharanes with the low level of vertical and hor
zontal mutual relations shows that the half of employees in general dislikes to work in a
pharmacy, only 1:16% workers consider by their collectives good, here only a half of
them considers the work to be resped in the society.

In these pharmacies there are too many organizational defects in the equipment
of the working places, in organization of shifts of work. The loalivided unevenly,
the process of work is uhythmic.

The cause of such trouble is iretiwveak management of the pharmacies. More
than half of employees marked the unsatisfactory state of relationships with their lea
ers; almost all are not satisfied by the methods of management applied. In particular,
the lack of planning the work and intrade innovations, the absence of moderation in
behaviour obligation in keeping the word and seliticism were marked. Thus, the
heads were not the real leaders among the staff.

Meantime the high authority of the leaders in the pharmacies, where the co
siderable percent of workers is satisfied with relationships with their managers, forms
such features of personality as enthusiasm for work, proficiency, diplomacy, honesty,
good organization, even temper; the employees also appropriate modesty of ttie lea
ers, their confidence and demand to themselves.
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2.7. EXTERNAL ENVIRAMENT OF PHARMACEUTAL
ORGANIZATIONS

In order to achieve success leaders, first of all, focus their attention on
their organization, its internal variables. However, as open systems organ
zations depend on forces, acting in the external environment.

Taking into account a variety and changeability of the external world,
leaders should limit the effect of the external environment only by those
aspects, which the success of the organizationmegtly depends on. One of
the methods to determine and consider the factors influencing on thero
ganization consists in distribution of them into two groups: the factors of
direct influence and the factors of indirect influence.

The environment of direct nfluence includes factors, which have aid
rect influence on the activity of an organization (Fig. 2.8).

___ Suppliers (of labor resources,

GO materials, products, capital)

Organization

: L Laws and State bodies
Competitors

Figure 2.8z The environment of direct influence
on the activity of the organization

The environment of indirect influence includes factors whth do not
have a direct influence on the activity of the organization, but affect it
(Fig.2.9).

Political factors Scientific and technological progress

\ /

Organization
/ >

The state of economy
Sociatcultural factors ‘

International environment

Figure 2.9z The environment of indirect influence
on the activity of the organization
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In spite of variety of constituents, the external environmeh has a
number of general characteristics.

The interconnection of factors of the external environment is the
level of strength, with which the change of one factor acts upon other factors.

For example, the increase of drug import influences on the leveahnob-
gies, innovative policy, the structure of the product assortment of domestic-pha
macy institutions, economy of pharmaceutical establishments, quality of medicinal
provision of the population. The increase of prices on mineral resources used as
saurces of power and the raw material affect the general price increase, including
the price for medicines.

Complexity of the external environment is the number of factors,
vastly influencing upon the activity of an organization. In more difficult
terms there will be an organization using numerous and different tele-
nologies and having many suppliers.

Mobility of the external environment is the rate of changes in thene
vironment of an organization.

The external environment of pharmaceutical enterprises geewmlly mobile.
Taking into account complexity of functioning of an organization in the conditions of
the highmobile environment, producers, wholesale firms, pharmacies or theicstru
tural subdivisions must have various information to make effectivest®ts in red-
tion to the internal variables.

Uncertainty of the external environment is the amount of inforna-
tion an organization has and the level of confidence in this informationf
there is insufficient information or there are doubts in relation toits exad-
ness, the environment is more indefinite than in the case when there is
adequate information and there are grounds to consider it probabilistic.
Hence, the more indefinite external environment is, the more difficult is to
make effective decisions.

The characteristics given above describe both of factors direct and
indirect influence. Let describe each of them in more details.

Suppliers are one of the major factors of direct influenceSuppliers
of materials and the finished products, capital andabour resources are
distinguished.

The domestic suppliers of medicines and items of the medical consumption for
the pharmaceutical market of Ukraine are pharmaceutical enterprises, pharmaceutical
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factories, as well as enterprises and associations of mlegligapment, glass and @a
tics, meat and milk, food, woodworking, light industry, production of building materials
(gypsum, gipseous bandages), enterprises eprokessing industry (surgical gloves,
icecaps, tourniquets), enterprises on processing oflicieal plant raw material, etc. In
addition, over 300 foreign suppliers of pharmaceutical products operate at the pha
maceutical market of Ukraine.

Decentralization of deliveries promoted a considerable expansion of theisuppl
SNEQ ySig2N) |ent@rprigdk | NY I OSdzi A OF

Multi-sided activity of pharmaceutical organizations requires also intercommun
cation with the suppliers of different auxiliary materials, electric power, heat, water,
packing materials, equipment, marketing, consulting, municipal and toahsprvices.
Increase and development of a pharmaceutical organization depends also onpthe su
pliers of capital or financial resources. They are banks, insurance companies, shar
holders, investment funds, sponsors.

To implement tasks connected with achieement of the organization
purposes, the qualified specialists of different types are needed. Without
the personnel capable to use complex technology, capital and materials it is
impossible to solve the question of profitability of the enterprise. Today
talented managers, economists, programmers, developers of the infoam
tion systems and others are required.

At present there have been changes in forming d&bour resources,
the market of thelabour force and the structure of positions in pharmace-
tical organizations are expanded.

In conditions of market relations the state should pursue an active
social policy: providing the social privileges of young specialists, deterim
nation of basic social guarantees, mechanisms of their implementation and
function of providing the social support to people who become uma-
ployed because of restructuring of enterprises.

Not less important factors of direct influence are laws and state lab
ies (regulators). Every organization has the legal status, which determines
the order of its activity, kinds and sizes of the taxes paid. But the actually
operating mechanism of management in the organization is determined by
cognition and correctness of laws application in specific conditions and at
the different levels of management. Takig into account the action of obje-
tive laws the strategy and the tactic of management in the organization is
developed; they are based in accordance with the law or complex of laws in
their interrelations.
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There is the list of some laws of Ukraine, whiclare common for all
enterprises and organizations:

- Economic code of Ukraing

- Law of Ukraine "About Property’,

- Law of Ukraine "About State Registration of Legal Entities and
PhysA Al O0AOOTT O M %l OOAPOAT AOOOe N

- Labour Code of Ukraine

- Law of Ukraine"About Employment of Population’,

- Law of Ukraine "About Valueadded Tax;

- Law of Ukraine "About Licensing of Some Types of Economic Activity"

- Law of Ukraine "About Taxation of Enterprises' Income;"

- Law of Ukraine "About Foreign Economic Activity,

- Law of Ukraine "About Banks and Bank Activity"

- Law of Ukraine "About Advertising’,

- Law of Ukraine "About Economic Societies"

- Law of Ukraine "About Bankruptcy,

- Law of Ukraine "About Protection of Consumer's Rights"

- Law of Ukraine "About $andardization”;

- Law of Ukraine "About Innovative Activity";

The activity of institutions and organizations of public health is also regulated
by the Fundamentals of legislation of Ukraine "About a Healthcare"; by the law of
Ukraine "About Medicines"; yothe law of Ukraine "About Turnover of Narcotic
Medicines, Psychotropic substances, Their Analogs and Precursors in Ukraine " an
by other laws and byaws.

Organizations should observe not only laws, but also requirements of
the state regulation authorties. These bodies provide the forced impt
mentation of laws in the corresponding spheres of the competence, and
also offer the own requirements, which have the legal force. &@wdination
of the activity of enterprisesconcerningthe observance of laws icarried
out by Ministries and authorized bodies.

In the system of the medicinal provision of the population regulators, whial ma
age the activity of pharmaceutical organizations, are:

- Ministry of Public Health of Ukraine;

- State Service of medicinesdatems for medical application;

- State Inspection for Quality Control of Medicines with the territorial (regional)
state inspections;
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- State Pharmacological Center of the Ministry of Public Health of Ukraine;
- State Expert Pharmacopoeian Center.

Legidative and control functions in the financial sphere of the activity
of enterprises and organizations are performed by financial organs and
banks. At the Cabinet of Ministers of Ukraine the State Tax Service is bsta
lished, it is presented by the Chief Sta tax Administration and State Tax
Administrations of regions, districts, cities.

The instrument of the money and credit regulation is the National
bank of Ukraine, its branches and departments. Their functions are control
after the amount of money and edit in economy. Commercial banksn-
clude the functions of savings banks, insurance companies, they givedre
its to the clients, loans on the real estate and other operations.

A certain regulative role in the financial sphere is executed by the
state andnon-state funds. The state funds are:

- State Property Fund of Ukraine;

- Fund of Community Property;

- Fund of Assistance to Employment of the Population;

- Fund of Social Insurance of the Temporal Disability;

- Fund of Social Insurance from an IndustriaAccident and Profes-
sional Diseases;

- Pension Fund,;

- Fund of Liquidation of Consequences of the Accident at Chernobyl
atomic power plant.

Since the process of management restructuring of the economic agcti
ity and individual spheres of the economy proceeslin Ukraine, there are
permanent changes in the structure of administrative bodies.

Survival and existence of an organization depends on its ability to
find the consumers of the results of its activity and satisfy their requa-
ments.

Consumers deciding what goods and services are desirable for them
and what price is suitable, determine the program of the activity for there
ganization. The necessity of satisfaction of consumers needs influences on
co-operation of the organization with the suppliers of materals andlabour
resources. There are two groups of consumers of economic subjects: o
ganizations-consumers and endusers or customers. Consumers as arx-e
ternal factor influence practically on all other variables of an organization.
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With pharmaceutical m&et development the modern structure of orgasiz
tions-consumers of pharmaceutical enterprises has been formed. Among them there
are wholesalantermediary firms, pharmaceutical depots and warehouses, economic
wholesaleretail associations (municipal enterges, jointstock companies, holdings,
business concerns, corporations etc.), individual pharmacies, medical preventive inst
tutions, etc.

Thus, advantages of pharmaceutical products distribution through wholesale
structures should be saved.

The peculiaties of organizationsonsumers of products of foreign pharmaee
tical firms confirm it. In Great Britain 80% of all medicines are distributed through
wholesale firms, in Sweden wholesale distribution through the state warehouse is
80% of medicines andi2 dz3 K G KS LINAGI 0S aSOG2NI ¢ ¢
prE:Y LIKFNXYEFOASE ¢ HT:>Z YSRAOFf LINBGSyl
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Pharmaceutical enterprises of different forms of ownership in Ukraine have the
range of consumers, including health, medical and preventive institutions, organiz
tions and institutions of nonmedical type.

The features of consumption of medicines, and the composition of individual
consumers depend on different factors such as morbiditynagraphic structure of
the population, the level of profits, climate and geographical conditions, social env
ronment, the number and the type of medical preventive institutions, the number of
doctors, etc.

The leaders of enterprises and organizations shadi understand that
to survive it is necessary to satisfy the consumers needs as effectively as it
is done by competitors. Therefore, as a rule, not consumers, but compet
tors determine the results of the organization activity, especially quality of
products and services, their novelty and prices. Nevertheless consumers
are not only the object of rivalry of organizations. They can conduct the
competitive activity for labour resources, materials, capital. Such internal
factors aslabour conditions, labour payment and others depend on the &-
action on a competition.

A fair competition among businessmen is the basis of the market
economy. Pressure of the competitors is a stimulus for more productive
work. Businessmen not only aim to improve their production, butalso to
work out a strategy, which allows to be insured against bankruptcy. There
is secrecy of methods of production, patenting, reasonable differentiation
of the product assortment, advertising. All these measures must ca+
spond to moral and ethical reuirements. The state control should not -
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tort the essence of competition. Only under such conditions it is possible to
achieve considerable success in market management.

The factors of the environment of indirect influence usually do notfa
fect the work of the organization significantly as the factors of direct infl-
ence. But leaders should take them into account.

Technology is simultaneously an internal variable and a conside
able external factor, which is considered within the framework of scientific
and technological progress. A technologicdbehaviour influences on eff-
ciency of production and sale of products, the product aging rate, storage
and distribution of information, as well as on the character of service and
new products, which consumers expet from the organization. In the last
decades there is a tendency of considerable acceleration of change ohtec
nologies. Substantial innovations deeply affected the life of organizations:
computer, laser, microwave, semiconductor technologies, satellite@mmu-
nication, atomic energy, gene engineering, obtaining of synthetic fuel and
food products.

In pharmaceutical technology there are innovations increasing the yield of active
substances from the raw material (the extract of gogsass, seduckthorn oi), bo-
technology, creation of medicines on the basié df LJ2 3 écYy S Qa

Management of an organization should be able to estimate the influence
of general changes in thestate of economy on the activity of the organia-
tion. So, when forecasting inflationeaders, as a rule, choose increase a-r
sources supplies and setting of the fixethbour payment to restrain the raise
of expenses in the nearest future. If the fallout of the economic activity is
forecasted, the organization can give preference to decrsaof supplies of fn-
iIshed products, since difficulties of their sale can appear, or to decrease the
number of workers, postpone plans on expansion of production.

Today there is such a situation in economy when pharmaceutical enterprises
should take intaaccount the sharpness of competition at the market, the level of-pro
its of the population, their dynamics and distribution, market saturation, current prices,
policy of taxation, etc.

Functioning of pharmaceutical enterprises of different forms of owriprgio-
motes improvement of providing the population with drugs. It is connected with that
the economic effect of the organization corresponds directly to increase of the welfare
level of pharmaceutical workers and increase of the social return, i.e. thgtygof
drug provision of the population.
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Social-cultural factors influence on the activity of the organization.
They are attitudes, vital values and traditions. For example, in the USA o
fering a bribe with the purpose of receiving of advantageous contca or
political benefits, favourite instead of support of competence, distribution
of negativerumours as for the competitor are considered as unethical and
amoral actions. In some other countries, however, the similar practice is
considered to be normal ad widely used by enterprises since the social
cultural environment is different.

Socialcultural factors influence also on products or services, which
are the results of the organization activity. It is explained by that the ¢o
sumers making decision abat a purchase follow the criteria of evaluation
of a product or service depending on their level of culture, social attitude
and values, lifestyle, etc. (Fig. 2.10).

Cultural factors: Social factors:
- culture; - reference groups;
- subculture; - family;

- social position. - roles and status

Customer
Personality factors: Psychological factors:
- age and the stage of the - motivation;
family life cycle; - perception;
- activity; - acquirement;
- economic position; - persuasions and
- lifestyle; relations.

- type of personality and
estimation of oneself

Figure 2.10z Socialcultural factors influencing onbehaviour of customers

Political factors have the special importance for leaders. One of
them is the mood of administration, legislative bodies and courts in ral
tion to business. In democratic society all these moods influence on such
actions of the government as taxation oOEA AT OAODPOE WA S O
lishment of tax rebates or trade customs privileges, legislation of consu
AOOG6 bDOiI OAAOGEIT T h ATTOOITT T &£ POEAAO

The factor of political stability of a countryimporter is of a great impa-
tance for companies carryingout operations or having sale markets in other



60 Management and Marketing in Pharmacy. Part Managementin Pharmacy

countries. For a foreign investor or exporter of products the political changes
can result in limitation of ownership rights, establishment of the special a4
toms duty, difficulty of export of money got as amcome, etc.

On the other hand, policy can be also changed in direction, which is
favourable for investors if there is a need in a capital coming from abroad.

For all organizations as a factor of the environment of indirect indi-
encethe relations with p ublic of that region where they function are m-
portant. It is explained by existence in every region of specific laws and-d
rections concerning business. Therefore, organizations are interested i1s-€
tablishing good relations with public. It can be revealedn the form of fi-
nancing of public health and education, creation of different funds, support
of the municipal programs, etc.

The factors of the external environment both of direct and indirectn-
fluence affect the activity of all organizations at any egnt.

At the same timethe environment of organizations working at the
international level differs in increased complexity. It is stipulated by
unique complex of factors, which characterize every country (economy,
culture, labour and material resources, law, public institutions, political
stability, the level of technological development). When performing thee-
alization of functions of planning, organization, stimulation and control
leaders should take into account such differences.

International business management is spread to the spheres of agti
ity, related to transfer of resources, products, services anthbour force
across the national borders. Among products there are specific comp
nents, products and semproducts. Among services there are record
keeping, legal and bank activity. Specialists, first of all, technical personnel
and managers are moved.

Enterprises and organizations can enter the international markets by
different ways. The most widespread way are export and import, licensing,
creation of joint ventures, direct capital investments, multinational corm-
rations.

Export and import of products and services are the simplest method
of entry into the international markets. Generally, export is the product
sale in other countries, it is differentfrom its distribution at the own, do-
mestic market by conditions of sale, traditions, customs, language, etc. For
co-ordination of export enterprises-exporters use either own independent
trading companies, or intermediary service for the operative conclusio of
agreements with foreign customers.
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Pharmaceutical firms of the developed countries export a great number of med
cines: the USA over 50%, Great Britaipabout 70%, Swedegover 50%, Japanap-
proximately 20%.

Import is bringing commodities and sewrices with additional payment
for them to the country. For most countries exportation and importation
are the basic source of international profits and expenses.

Licensing consists in that an enterprise can sell a license for manafa
turing the products to a foreign company or to the state by means of the
agreement about the licensed payments. In accordance with this mesh
nism an enterprise or a company gives the right to use patents or techiro
ogy, production secrets to the foreign company or the state, ant also
gives technological and administrative support. A foreign company or
state, in its turn, compensates the expenses of an enterprise or a company
in the form the licensed payments or paying for services.

Organization of a joint venture consists in that two or more private
companies or the state invest in capital goods. Participants are equal par
ners in business and get an income depending on the block of share of
every person in the joint venture.

Direct capital investments are the variety of internéional business if
the company management decides to produce the products of the firm
abroad and to have the complete control of production, marketing, finances
and other key functions with the purpose of profit.

Multinational corporations own and manage aterprises in other
countries. One hundred of the greatest multinational corporations of the
world have branches more than in 20 countries of the world. Many of them
produce medicines, chemical products.

To approach the products and services to the requiraents of the
world market, the leaders of enterprises and organizations must unde
stand and take into account the factors of the international environment. In
the composition of the environment of the international business it is ps-
sible to distinguish swch basic factors as culture, economy, legislation, state
control and political situation.

Under culture it should be understood to mean the system of values
the dominating in society, beliefs, customs and habits, which are prevalent.
To achieve a great sumess of the organization in the international business,
the leaders should distinguish the cultural differences in different couo-
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tries and thus properly change thebehaviour in interpersonal contacts,
style and methods of business practice and management.

A language is another aspect of culture, which often creates problems
for an organization having business abroad. Therefore, international trade
contractors must prevent obstacles on the way of information exchange
conditioned by different understanding ofknowledge, gestures in interat
ing cultures.

Firms working in the international environment should analyze the
economic conditions and tendencies and know the economy of those eBu
tries where they conduct business.

Economic factors influencing on conduchig business abroad are the
wage level, transport expenses, the course of currency exchange, inflation
and rates of bank percent, gross national product, taxation and the general
level of the economic development. The international economic envimne
ment includes some factors, which do not have the economic nature; there
are the population, the level of literacy and professional training, quality
and the amount of natural resources, the level of development of techiro
ogy, features of the competitive activity.

Firms, which act on international markets, are forced to consider a
great number of laws and regulative acts dealing with such issues as &ax
tion, patents,labour relations, standards for the finished products, pricing
and providing information to public institutions.

Both the international market and the domestic market are under the
influence of political events and decisions. Political instability, the change
of the political regime increase uncertainty for an exporter or a foreignn-
vestor. Therefore, mlitical factors should be estimated before the invds
ment of capital or assuming obligations concerning the sale. As far as the
new information comes and the change of circumstances, it is necessary to
correct the corresponding prognoses.

Under the inflence of factors of the external environment in the activity of
Ukrainian pharmaceutical organizations new tendencies and phenomena Ilmve a
peared:

- democratization of management;

- development of independence and the principles of management of pararm
ceutical enterprises with the municipal form of ownership;

- appearance of new forms of management in the field of production and sales of
medicines;

- creation and introduction of new technologies of drug production;
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- intensification of competition;

- pharmaeutical market saturation by medicines;

- increase of prices on medicines;

- The change of the structure and total sum of enterprises expenses conditioned
by introduction of international standards;

- forming of the system of insurance medicine and présay;

- changes in the structure of suppliers of pharmaceutical products;

- the change of the financial and economic state of pharmacies;

- the change of crediting conditions;

- reorganization of public bodies in Ukraine for management and control of the
pharmaceutical activity, etc.

The external environment changes quickly and in unforeseen direction®-ther
fore, it is necessary to forecast possible changes carefully based on the scieatific an
lytical approach to form timely the reaction. The main thingthe leader of a pharian
ceutical organization is to form directions and stages of the enterprise development,
outline transformations in its structure and organization of economic relations using
measures and motive inducing the employees to move the \wagan, restrainingrin-
iting factors, using the possibility to remove their influence or find a compromise dec
sion.If such analysis is carried out constantly, then it is possible to obtain a stable pr
gress of the enterprise (both economic and socialhamanodern conditions when the
uncertainty of the external environment is increased sharply.

Questions for out -of-class work

1.Give a definition of organization.

2. Name organizations of the pharmaceutical system, which are masag
ment objects.

3.Listinternal variables of an organization.

4. Describe internal variables and their interrelation by the example of a
pharmacy.

5.List components of the internal environment of an organization.

6. Describe the basic criteria of the organization's successhihaty.

7.Which are the basic directions of effective organizationlabour in phar-
macy institutions?

8.What basic components of organization of the leader's work?

9.What requirements are required for a leader?

10.List the functions of the head ofharmacy and his/her deputy.

11.$ AOAOEAA EAAOI OO0 ET &£ OATAET C 11 |
of a pharmacy).

12.What is the essence of saillanagement?

13.What do influence and power consist in?

14.Which are the approaches to understandimg the essence of leadership?

15.List the forms of power.
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16.Give description of the methods of direct influence.

17. List the indirect methods of management and specify their role in the
general management system.

18.Characterize social psychologicatyles of management.

19.Give descriptions of mulilimensional styles of management.

20. What of two groups are the factors of the external environment of the
organization divided into?

21.What are the general characteristics of the external environment

22. List the basic factors of the environment of direct influence on thie o
ganization.

23. Give description of suppliers as a factor of the direct influence emviro
ment.

24.What basic laws and state bodies determine the mechanism of manag
ment of the oganization in Ukraine?

25. List Laws and Statutes regulating the activity of establishments améd o
ganizations of health care in Ukraine.

26. Give description of consumers as a factor of the direct influence enviro
ment.

27.What factors influence on the dig consumption?

28.Describe competitors as a factor of direct influence environment.

29.List basic factors of the indirect influence environment.

30. What role does "technology" play for the organization as a factor of the
indirect influence environment®pecify basic directions of development of modern
pharmaceutical technologies.

31.Describe the economic and political factors of the indirect influenceienv
ronment.
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33. Descibe the international situation as a factor of the external envire
ment. What are the features of international pharmaceutical business magag
ment?

Tests

1. Which definition reflect the concept "organizatioffom the point of view
of management?

A. Internal orderliness, coordination, interaction of more or less
differentiated and automated parts of the whole conditioned by its structure

B. Complex of processes or actions leading to formation or improvement
of interrelations between parts of the whole cased by its structure

C. Group of individuals who work together to achieve the goals or
objectives that are important to these individuals
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2. Choose from the groups of elements listed the internal variables of an
organization:

A. Purposes, tasks, peopleapital, information

B. Purposes, tasks, people, technologies, structure

C. Purposes, structure, people, resources

D. Tasks, capital, technologies, structure, people

E. Tasks, information, technologies, capital

3. What internal variable of an organizatiotis defined in a such way® is
the work, series of works or a part of the work, which must be performed
AAE OAEAT A Au OEA AEEGAA xAU EI A DPOAC
A. Purpose
B. Task
C. Structure
D. Technology
E. People

4. What internal variable of an aganization does the definition
correspondto:B EO A OPAAEZAEA A£AET Al AT 1 AEOEI
aspires to achieve working togethed?

A. Purposes

B. Tasks

C. Structure

D. Technology

E. People

5. Complete the list of requirements requirenl the structures of
management:
A.Manager ability

B. Agility

C.The presence of "feeeback”
D.Sensitivity

E.The real capability of leaders
D.8

6. Which indicators do not belong to the successful activity of an
organization?

A.Quality of management

B. Efficiency of production

C.The structure of an organization

D.Economy of production

E.Quality of products and services

F.Labour productivity
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7. The analysis of what indicators of the internal environment of an
organization assists its successful acty?

A.Marketing

B. Structure

C.Finances

D.Technologies

E.Production

F.Labourresources

G.Image

8. What concept does the definition correspond@: is the ability to
influence on individuals and groups directing their efforts to achieve the
orgAT EUAQCET 6 0 POODPT OA

9. Compete the list of approaches to understanding of the essence of
leadership:

A.From position of the personal qualities

B. Situational

C....

10. What concept does the definition correspond to: "... istaehaviourof
one persn, who changebehaviour, relations, feelings of another person"?

11. What concept does the definition correspond to: "... is the possibility to
influence onbehaviourof others"?

ves8 #1101 Dbl AOA OEA T EOO T &# OEA 1T AAAA
A. Power, based oa compulsion or fear

B. Power, based on a reward

C. Standard or power of example

D. ...

E. Traditional or legal power

F. ..

13. Choose from the listed methods of management those concerning the
methods of direct influence:

A. Scientific technological ad economic forecasting

B. Legal influence

C. Statistics

D. Sociological research

E. Organizational influence
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14. Which method of management is the method of indirect influence?
A. Economic

B. Organizational

C. Sociological researches

D. Legal influence

E. Cybernetics

15. What is the synonym of the liberal style of management?
A. Autocratic

B. Democratic

C. The style of noanterference

16. What is the synonym of the distance style of management?
A. Autocratic

B. Democratic

C. The style of nosinterfer ence

17. What is the synonym of the delegating style of management?
A. Autocratic

B. Democratic

C. The style of noanterference

18. What style of management is based on such approaches: management is
focused on the task and increaselabour productivity; management is
concentrated to the person, increaselabour productivity owing to improvement
of human relations?

A. Liberal

B. Bidimentional

C. Democratic

D. Directive

19. Which factors are the factors of direct influence of the external
environment?

A. State of economy

B. Competitors

C. Political factors

D. Scientific and technological progress

E. Social cultural factors

F. Laws and state bodies
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20. Which factors are the factors of indirect influence of the external
environment?

A. Suppliers

B. Cosumers

C. Scientific and technological progress

D. The state of economy

E. Competitors

21. Complete the list of characteristics of the external environment:
A.Interconnection of factors

B.Complexity

C.Mobility

D....
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CHAPTER 3
FUNCTIONS OF MANAGHEBNT. MANAGEMENT OF TH
DECISIONMAKING PROCESS

This chapter describes the functions of management and manag
ment of the decisiormaking process in their implementation. The inforna-
tion mentioned below will help to understand the essence of strategic
planning and its importance in the success of a organization, the psyeh
logical sides of motivation, the nature of the decisiomaking process, to
get a general idea about methods of improving the efficiency and the main
factors influencing on the decisioamaking process.

3.1. STRATEGIC PLANMG, ITS NATURE ANGTAGES

The process approach considers management as series of continuous
interrelated actions, each of which, in turn, is also a process. Such actions
are calledmanagement functions . Among the generamanagement furc-
tions the main functions are considered to be planning, organization, miet
vation, control combined by means of communication and decisiemaking
(Fig. 3.1)

Planning Organization Motivation Control

A\ 4

A 4

A 4

Figure 3.1z Functions of management

Planning as a function is one of the wygs, in which management po-
vides a single direction of the efforts of all members of the organization to
achieve their common goals. Planning involves formation of goals for def
nite perspective, ways of their implementation, and resource support. In
accordance with the tasks that the company has set itself for the future,
planning can be longterm, medium-term and short-term.

The planning process is usually carried out by individual levels of
management. Thus, the longerm strategic planning is the task © top-
management, tactical plans (medium) develop by the leaders of the dni
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dle-level management and shorterm planning by the leaders of the lower
level. In providing the enterprise perspective, stable positions at the na
ket strategic planning is of paricular important.

Strategic planning is the process of determining the organization's
objectives and their changes, resources to achieve them, and policies for
the acquisition and use of these resources.

The strategic planning considers four types of margement:

- allocation of resources;

- adaptation to the environment;

- internal coordination;

- understanding of organizational strategies or organizational strad-
gic foresight.

The process ofresource allocation involves the allocation of scarce
organizational resources such as funds, scarce managerial talent, teohn
logical expertise.

Adaptation to the environment includes all of the strategic nature
that improve the relationship with the organization and its environment.
Companies need an effective tool tadaptation for opportunities and dan-
gers. Strategic planning promotedgavourable opportunities for the organi-
zation by means of development of the improved production systems, by
interaction with public authorities and the society as a whole.

Internal coo rdination is coordination of strategic activities to show
the strengths and weaknesses of the company to achieve effective intagr
tion of internal operations.

Organizational strategic foresight involves development of the
managers thinking on the basis othe organization formation taking into
account the experience of the previous strategic decisions. It allows the-o
ganization to adjust its strategic direction and enhance competency in the
field of strategic management.

The strategy is a detailed, compreénsive and integrated plan é-
signed to provide implementation of the organization's mission and
achieve its objectives. Therefore:

- the strategy is formulated and developed, as a rule, by top mareg
ment;

- the implementation of the strategy involving alllevels of mana@-
ment;

- the strategy is developed for the perspective of the corporation, not
only for a specific individual,



Chapter 3 Functions of management. Management of the decisignaking process 71

- the strategic plan should be supported by research and actual data
(data collection and analysis of the industry, market, compgion and other
factors);

- the strategic plan gives personality and productivity to the firm;

- the strategic plan should be designed to be flexible enough. It should
be a program that directs the activities of the firm.

Planning in some way influence orthe success of the organization,
but it is not a guarantor. However, strategic planning allows us to predict
future problems and opportunities, provides senior management the
means of creating a plan for a long period of time, provides the basis for
decision-making while reducing the risk of making wrong decisions &-
cause of inaccurate information, creates the unity of purposes within the
organization.

The results of sociological research in the USA have shown that firms
using the strategic plan exceeded tresults of other companies of india-
tors such as return on investment, income on equity and earnings growth
per share. In addition, these firms have more productive work, and job sa
isfaction of the employees.

Strategic planning is a complex sequentialrpcess providing the fd-
lowing steps(Fig. 3.2)

1. Determination of the organization's mission

2. Qals setting

3. Bvaluation and analysis of the external environment

4. Bvaluation and analysis of internal components of the organization

5. Bvaluation of the strategy alternativesand the choice of the strategy

6. Implementation of the strategic plan

7. Afinal inspection.

The mission of the organization is the basic common goal of the-o
ganization, the main reason for its existence. In the modern market cdi
tions the mission of any organization is to satisfy the needs of the market.
Mission details the status of the firm and provides direction and guidelines
for setting goals and strategies at different organizational levels.

Thus, the mission of a pharmais to satisfy the needs of the population, health
and other organizations in drugs and health products.

Purpose (goals, objectives) is the particular final state or a desire@+
sult, which the organization seeks to achieve. The objectives are formed
and set on based the common mission of the organization.
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Determination of the Afinal inspection
organization's mission D
! t

Implementation of the
strategic plan

| t

Evaluation andanalysis of
the externaénvironment

Goals setting

The choice of the strategy

Evaluation and analysisof Evaluation of the
internal components of strategy alternatives

the organization

Figure 3.2z Stages of strategic planning

To contribute to the success of the mission, goals must meet certain
requirements. They must be suitable to SMAR3ystem.They are:

Specificz indicator should be formulated as accurately as possible
without the use of common phrases and abstract notions.

Measurablez in the formulation of the indicator clear criteria for its
implementation must be present.

Achieved/ Attractive / Agreedz the indicator should be realistic / it
has to motivate someone who will do it, to be interesting for him / the ind
cator should be discussed and agreed with the person to whom it is put.

Resourcedz when setting goals it is necessary to consider theer
sources that are needed for its implementation.

Timedz in the formulation of the indicator exact date of its execution
must be present.

The overall objectives of pharmaceutical organizations are profitability, market
share, sales of medicines and parapharmacelticeds,labour productivity, devé
opment and introduction of new drugs, the restructuring of enterprises, etc.

In a competitive environment pharmacy enterprises set goals to increase the
number of clients or customers (especially regular), the averageottheir purchases,
reduce complaints, improve the reputation of the pharmacy, expansion of additional
services provided by pharmacies, creation databases with the information absut cu
tomers, etc.
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After setting the mission and goals of the organizatiothe diagnostic
phase of the strategic planning process begins, the first step of which is to
study and evaluate the external environment. Evaluation of the envire
ment is based on three criteria:

1. Bvaluation of the changes, which affect different aspé&cof the cu-
rent strategy. For example, in the strategic plan, the firm must assess the
changes in prices for the raw material manufactured by other companies

2. ldentification of factors representing a threat to the current strategy
of the company, amog which competitors are considered to be major ones

3. Identification of factors that give more opportunities to achieve
firm wide goals by adjusting the plan.

For successful planning of the organization it is important to unde
stand not only the externalfactors, but also the internal potentials and
limitations. Analysis of internal factors is carried out in five areas: marke
ing, finance (accounting), operations, human resources, culture and image
of the organization.

Bringing internal strengths and wealhesses in accordance with e
ternal threats and opportunities, the organization is ready to choose the
appropriate strategic alternatives:

1. The limited growth which is characterized by setting purposesa
cording to the principle "from achieved" adjustedtaking inflation into ac-
count. The strategy of the limited growth is applied in mature industries
with the static technology when the organization is mainly satisfied with
its situation. If the firm was profitable in the past, holding to the strategy of
the limited growth, it will use it in the future.

2. Growth is the strategy, which is implemented by a significantni
crease of the level of annual and lonterm goals over the level of the ind
cators of the previous year. It is used in dynamic industries wht a rapidly
changing technology.

3. Reductionis the strategy in which the level is set below the obge
tives achieved in the past. This alternative is chosen less frequently and it
IS considered a last resort strategy. Under the alternative of reduction
there may be threevariants:

- liquidation z the sale of inventory and assets of the organization;

- cutting off extra z separation of departments or activities;

- reduction or reorientation.

4. The combination of all alternatives is typical for large compaes that
are active in several industries.
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Objectively, the choice of strategic alternatives is determined by theop
sition of the organization and its products at the market. But the strategic
choice is affected by many other factors. They are:

- the level of risk that management considers to be reasonable without
harm to the organization;

- knowledge of the past policies;

- the reaction to the owners is that the owners of shares often limit the
flexibility of the firm's management in selecting the specifistrategic alterna-
tives;

- the time factor, since the decision in a good or a bad time can cobtri
ute to the success or failure of an organization.

Strategic planning becomes meaningful when it is implemented. Ther
fore, the leaders of organizations shoulevork out more specific plans andn-
structions to provide the implementation of the strategic plan. The main
components of this planning are tactics, policy, procedures and rules.

Tactics is a shortterm strategy that is consistent with the overall long
term plans. A characteristic feature of tactical plans is as follows:

- tactics is developed according to the strategy;

- In contrast with the strategy, tactics is developed at the level of the
middle management;

- tactics is designed for a short period ofitne than the strategy;

- tactical results tend to occur very quickly and easily relate to specific
actions.

Policy is a general guide to action and decisiemaking that facilitates
achievement of the objectives. Policy is formed over a long period and s-r
garded as a code of laws of the organization.

Procedures are expressed formally by standardized instructions €-
scribing the mode of action in a particular situation. Procedures are dele
oped to the policy additionally and based on the experience

A typial example of the procedure for a pharmaceutical company is the-tec
nological regulation of drug production, which reflects the specificity of the dhig o
taining.

Rules define precisely what should be done in a specific situation,
that is, rules limit the actions of the employee to ensure their performance
only in a certain way.

In the activities of pharmacies there are realization of drugs prescribed by
doctors; rules for drug storage, etc.
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Management of the implementation of the strategic plan is carree
out by using two management tools: the budget and management by obje
tives.

The budget is a method of resource allocation, expressed in a quant
tative form to achieve the objectives. To compose the budget is a preraqu
site of the successful organizationThe process begins with a justification
of the budget forecast of products sales, preparation of operating budgets
of departments and subdivisions. Then the top management analyzes the
budget proposals, allocates resources within the organization and fors
the final budget.

Management by objectives is a way of integrating planning and co-
trol in the field of human resources. This management tool helps to imgl
ment the strategy by improving the relation between the goals of subord
nates, managers and the twle organization. Management by objectives is
considered as a process consisting of four interrelated steps:

- formation of goals;

- development of plans to achieve these goals;

- systematic monitoring, measurement, and evaluation of results;

- corrective actions to achieve the planned results.

The final stage of the strategic planning process is evaluation of the
strategy by comparing results with objectives. Evaluation of the strategic
planning process involves the answer to such questions as:

1. Is the strategy internally consistent with the capabilities of the o-
ganization?

2. Does the strategy have an acceptable risk?

3. Does the organization have sufficient resources to implement the
strategy?

4. Does the strategy take in account external threats angpportuni-
ties?

5.1s the chosen strategy the best way to use resources of the firm?

In addition, there are a list of qualitative and quantitative criteria,
which are used in the evaluation process (Table 3.1).

The evaluation process is used as a feedbackeathanism to correct
the strategy. To be effective evaluation should be conducted systematically
and continuously covering all levels of management. In this regard, the
strategy should be formulated and implemented together with the organ
zation structure. In turn, the structure cannot develop by itself. To be effe
tive the organization structure must follow the strategy in its development.
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Table 3.1z Quantitative and qualitative criteria for assessing the st-
tegic plan of a company

Quantitative Qualitative
Market share The ability to attract highly-qualified
managers
Growth of the sales volume Expansion of services

The level of production expenses and |Improving the market knowledge
efficiency

The level of sales expenses and Reduction of risks
efficiency

Turnover of the staff Use of opportunities
Net profit Staff satisfaction

Exchange of shares

Rate dividends

Revenue per share

In a market economy, the strategic planning becomes essential for the large
chemical and pharmaceutical companies,ocagsions, business entities operating in
the pharmaceutical industry. This is explained by the need to "survive" on the basis of
formation of new goals and objectives, to adapt to changing environmental conditions
taking into account the competition, iaion, government regulation, changes of the
population incomes, etc. It is essential to develop the "pharmaceutical pragtics
market" strategy, which provides analysis of the possibilities of the new pharmaceutical
production development, vertical iagration, development of the foreign economic
activity. However the main factor determining the strategy of the production program
remains the need in drug discovery due to the morbidity of the population, the level of
treatment and preventive care, etc.

In development of longerm strategic plans mediusterm plan is drawn up for
the 2-3-year period, it contains specific goals and quantitative characteristics: respect
to the common nomenclature of pharmaceutical products the plans for manufacturing
drug bythe company, plans of development of production capacities, plangbaur
and profit, etc. are developed.

Shortterm planning can be calculated for a year, half a year, month, eta- At i
dustrial enterprises such plan determines the volume of outputfipneargins, etc.; for
pharmaceutical companies the sales volumes of drugs and medical products are
planned, the relationships with suppliers and wholesalers, as well as the level af alloc
tions and the possibility of health insurance are taken into actoun

3.2. THE FORMATION AID DEVELOPMENT OF TH ORGANIZATIONAL
STRUCTURE OF THE PHRMACEUTICAL ENTERPHRIE

There are two meanings of the "organization" concept. The first one
IS a process, activity, harmonization of the interaction between peoplebe
jects and ideas. The second one is a form of manifestation of joint activities,
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that is, the category "organizational structure'z a company or association,
and their divisions (departments).

Organizing is the function of management when synchronization and
combination of human, physical and financial resources take place. Tleer
fore, organizational function helps in achievement of results which, in fact,
are important for the functioning of a concern.

Organizing is a function by which the concern is able to definéhe

role positions, the jobs related and the cwordination between authority
and responsibility. Hence, a manager always has to organize in order to get
results.

There are two aspects of the organizational process. One is based on
the relationship of authority, another z on the division of the organization
on the departments according to its goals and strategies. The main task of a
manager in this case is to choose the structure that is the best to cefr
spond to the purposes and objectives of the organizain, as well as act on
its internal and external factors.

The sequence of the organizational structure development includes:

1. Division of the organization horizontally into blocks corresponding
to the most important activities of the strategy (for exampé, departments
in a pharmacy, pharmaceutical warehouse, pharmaceutical companies,
etc.)

2. Establish the relation of authority positions, which allows more &
ficient use of specialization and avoid overloading of the managers

3. Determination of the duties, which are fixed in job descriptions.

The organizational structure of pharmacies is given in the previous chapter.
Pharmaceutical companies have, as a rule, the following structure:

- the administrative staff or top management (CEO, his deputies, tie¢ ehg-
neer, etc.);

- departments: planning and finance, accounting, technology department, sales
department, marketing department, personnel (Human Resources) department, etc.;

- production departments (department of drugs for injections, departmentaef t
bleted drugs, herbal remedies, etc.);

- Technical Control Department and the Central Laboratory.

The structure of an organization is not static. The process of orga
izational development includes improvement of the formal structure of the
organization and involves the following steps:

- diagnosis of the management system;

- identification of the problems of the organization;
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- development of the concept of reorganization;

- development of the management system after the reorganization;

- planning of the reorganization process;

- implementation of the planned activities;

- monitoring.

Organizational changes can be carried out both by internal depar
ments or specialists, and external organizations or consultantg specid-
ized organizations and agencies, saMists.

The modern management theory presupposes the existence of a
number of alternative organizational structures. The choice of a specific
organizational structure is determined by the organization goals.

The bureaucratic organizational structure is cheacterized by a clear
division of labour, hierarchical subordination of the staff and administa-
tion, recruitment and career development of employees based on comp
tence and an orderly system of rules and standards of the organization.
These characteristic are inherent in most industrial companies, organia-
tions, services and all types of public institutions.

However, despite they are widespread, the bureaucratic orgaraz
tional structures are not devoid of negative qualities that are predete
mined in a rigid behaviour, exaggerated importance of standards and rules,
regulations and procedures, resulting in the loss of flexibility in operations,
the inability to rapid innovation. There are several types of bureaucratic
management structures: linear, functiond linear-functional, departmen-
talization, divisional.

In the linear structure of management (Fig. 3.3) each employee has
only one line manager, from whom he receives instructions concerning all
matters of the organization.

DIRECTOR R HEAD OF A |, .| LINE MANAGER PERFORMER
DEPARTMENT

A
\ 4

A
A

Figure 3.3z The linear stucture of an organization

The main advantages of such structures areo distortion of the head
orders, high efficiency of administration, relatively low management costs.
At the same time in such type of the organizational structure, a manager must
be mmprehensively competent, has the required technological, regulatory,
economic, marketing and other skills and knowledge.
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The functional structure (Fig. 3.4) include division of the organization
into separate elements, each of which has clearly defined t@sand respons
bilities.

GENERAL MANAGER

/ \

MANAGER OF MANAGER OF
FUNCTIONAL FUNCTIONAL
DEPARTMENT DEPARTNENT
LINE MANAGER LINE MANAGER
—» -
PERFORMER PERFORMER

Figure 3.4z The functional structure of an organization

Thus, the traditional function blocks of manufacturers are production,
marketing and finance departments. For service businesses such department
are operating,marketing and finance. The functional structure is appropriate
for organizations that produce a relatively limited range of products, act in a
stable external environment and to provide its functioning they need solution
of standard administrative tasks.

The positive characteristics of functional structures are the quality of
decisions taken for specific areas of the company since they are developed by
the leaders who are specialists in this field. The disadvantages of this type of
the structures are:

- the possibility of conflicting instructions from the individual managers
to the same employees;

- reduction of the speed control as a result of conflicting orders;

- reduced economic efficiency of management;

- one employee has to submit to some managers aridreaks the prin-
ciple of the undivided authority.

The linear-functional structure (Fig. 3.5) differs from the functional one
in that the heads of functional departments are not allowed to give insti
tions to the linear performers, and departments themslees play the role of
the headquarters at the head of the organization. Thus, the head of the o
ganization use the principle of the undivided authority.
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GENERAL MANAGEH

MANAGER OF MANAGER OF
FUNCTIONAL FUNCTIONAL
DEPARTMENT DEPARTMENT
SHIFT MANAGER SHIFT MANAGER
PERFORMER | o » PERFORMER

Figure 3.5z The linear-functional structure of an organization

The more sophisticatedbureaucratic structures are built by the pring-
ple of departmentalization (Fig. 3.6).

GENERAL MANAGER

Y Y Y

SALESMANAGER PRODUCTION | | ...
MANAGER

Figure 3.6z Departmentalization structure of organization

This means the division of the organization into blocks that can besd
partments, divisions, sectos. They specialize usually by function (production,
commercial, financial and economic activity, etc.). Such a structure is appr
priate for companies that produce the same type of products; pharmaceutical
enterprises mainly belong to them.

The divisional dructure (Fig. 3.7) is considered to be more effective for
large firms with a wide range of commodities manufactured and diversified
into other industries. The main types of the divisional structure focused on
different types of products, different consume groups and different regions.
To choice of the type is determined by the importance of specific indicators in
the strategic plans of the organization.
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GENERAL MANAGER

!

SALES MANAGER

DEPARTMENT OF WHOLESALE DEPARTMENT OF RETATRADE
TRADE

Figure 3.7z The divisional structure of an organization

Rapid changes in the external envanment, the increasing complexity
of technology, which are typical for recent decades, have resulted in the
development of adaptive (matrix) organizational structures. The adaptive
or matrix structure (Fig. 3.8) is more flexible because it is better adapteto
the rapid change in the external conditions and emergence of new high
tech technology.

GENERAL MANAGER

MANUFACTURING | | FINANCIAL | | MARKETING
DEPARTMENT DEPARTMENT DEPARTMENT
| | |
———=7=_ | MANUFACTURING | | FINANCIAL GROUI |MARKETING GROLU
001 EAA
GROUP

| | |

Project B MANUFACTURING FINANCIAL GROUl |MARKETING GROU
] GROUP T ]

Figure 3.8z The matrix structure of an organization

This is a temporary structure created within the parent organization
to solve specific tasks, afteperformance of which they are disbanded.

The basis of the types of organizational structures considered is the
staff division horizontally. The division of works vertically, including man-
agement decisions making, determine the existence of centralized cdle-
centralized organizations.

Centralized organizations are those in which most of the powers
required for decision-making is concentrated in the top management. The
advantages of a centralized structure consists in a cesffective use of the
personnel,a high degree of coordination and control of special activities.
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Decentralized organizations are organizations, in which the powers
associated with the management, are distributed to lower levels of it. The
advantages of this structure are in improving inbrmation exchange le-
tween managers at various levels, increasing the efficiency of the decision
making process, increasing motivation of managers, etc.

However, whatever the degree of centralization or decentralization of
the organization is the top managment reserves the right to take decisions
on such issues as definition of common goals and objectives, strategic
planning, policy formulation of the company, development of financial and
accounting systems.

3.3. THE EVOLUTION 6 THE CONCEPTS OF MG/ATION.
MOTIVATION IN THE PFARMACY BUSINESS

Motivation is the process of encouraging oneself and others to work
to achieve personal or organizational goals.

The history of motivation goes far into the past ofabour relations.
The first method was invented by FTaylorz @arrot and sticka Later, Ty-
lor made this type of motivation more effective by offering to pay for work
of these who produce of more, in proportion to their contribution. With the
improvement of the average life of workers, this principle beaae not su-
ficient. The appearance of the works of Elton Mayo moved the search for
new solutions to the problem of motivation in the field of psychology of the
employee, but did not lead to creation of a scientific model of motivation,
which could explain notivation to work. Psychological theories of motia-
tion appeared in the 40s of the twentieth century and have been devefn
ing till the present time.

Modern theories of motivation are divided into two categories:
content and process.

The content theories & motivation are based on identification of in-
ternal motives, which are called needs, forcing people to act and nothet
erwise.

The process theories of motivation are based on the analysis ofi-h
man behaviour, taking into account the perception and cognition

Thus, the basic concepts of motivation are the needsehaviour and
reward.
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The need in general is the sense of lack in something. There are
many classifications of needs, but generally accepted is their division into
the primary or secondary ones.

Behaviour is a clear and observed human reaction to external stimuli
and internal needs, that is one may to sayehaviour is the form of manifes-
tation of needs a manager can achieve the desirdgehaviour from their
subordinates with rewards.

Reward is everything that a human thinks valuable for him. The
work itself gives the internal reward, its content and importance, a sense of
achievement of results. External rewards are given by organizations in the
form of praise, recognition, salary, benefits, promotionslf an employee
feels the lack of the reaction to his work, he loses interest to it. Therefore, a
manager must make efforts to identify and reward the positive aspects of
the person in his work.

One of the first content theories of motivation is thévlaslow's hierarchy
of needs. According to it, needs can be arranged in a strict hierarchy (Fig. 3.9).

Selfactualization
needs

Secondary

Esteem needs

/ Social needs
/ Safety needs

/ Physiological needs

Figure 3.9z The Maslow's hierarchy of needs

Primary

It suggests that before the need of the next level will be the most
powerful determinant of human behaviour, the need of a lower level must
be satisfied.
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At the heart of the motivation ofbehaviour there is a number of inc-
pendent elements:needs - incentives - behaviour (performance) goal
- results of needs satisfaction- 1 z satisfaction; 2z partial satisfaction;

3 z absence of satisfaction.

Using this type of motivation a manager should be aware that the
needs satisfaction depends on the nature of people, varietyf aeeds and
their importance to different people, i.e. what is important as motivation
for some people, or others it may be unimportant.

Another model of motivation through needs, but of the higher levels,
was the theory of David McClelland. According tdis theory, people are
characterized by three needs: power, success, involvement. In other words,
lower levels of classification of needs potentially have less motivational
abilities.

In contrast to the previous theory the Herzberg theory divides the
factors by the degree of their influence on motivation into two groups: ¥
gienic and motivational. Hygiene factors are working conditions, work e
ganization, salary, interpersonal relationships, policy of administration.
Motivational factors include success, pmotion, recognition of merits, high
responsibility, creativity and growth opportunities.

According to the theory of K. Alderfer the main groups of needs met
vating people, include:

- needs of existence (related to physiological needs, as well as the
needsof safety and security);

- needs of communication (consistent desire of a man to be a member
of the team, have good relations with colleagues, managers, belong teo-ce
tain informal groups, social organizations, etc.);

- needs of growth (due to the desire dr self-expression, seH
assertion, to the appropriate recognition.)

In contrast to the theory of Maslow the hierarchy of needs of
K.Alderfer provides not only the movement from the lower to the higher
needs, but the reverse movement as well demonstratintpe increasing n-
fluence of the motivational needs of the lower level in failing to meet the
higher needs.

The theories of Douglas McGregor marked with the symb@X6 and
Y6 represent two approaches to assessing the relationship of a man to
work. According to the theory of "X" an ordinary person originally inherent
the internal nonacceptance ofabour, he is lazy, with the lack of initiative.
Hence, the need for complete control, regulation of work, compulsion to
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work. According to the theory of "Y" a peson is hardworking, wants to

distinguish himself from others at work, willing to take responsibility and

initiative. In this regard, it is advisable to provide the maximum autonomy
to workers, restriction of control and regulation of their activity.

The main procedural theories of motivation include: the theory of &-
pectations, theory of justice and the model of the Porteltawler motivation.

The Vroom theory expectations is based on the assumption that a
person is directing his efforts to achieve a goal iymwhen he is sure to st
isfy his needs and achieve goals. According to this theory, for effectiveom
tivation three relationships are important: labour - results - reward -
satisfaction ofremuneration.

The expectations theory provides a great opportunity for managers
because comparing the proposed rewards with the needs of employees and
adjust them in accordance one can achieve good results in the work.

The Adams' theory of justice known as théfth principle of Emerson
("the fair attitude to the staff') suggests that people have the subjective
feeling of the ratio of the reward received for the efforts spent, and then
correlate it with the rewards of other people doing the similar work.
Therefore, using this type of motivation a manager should explain the a
sons underlying the different rewards for the same type of work (produo-
tivity, efficiency, experience) to his employees.

The Porter-Lawler model includes elements of both theories me
tioned above. According to this model, the results achieved by an employee
depend on three variables:

- the effort made;

- abilities and characteristics of a person;

- recognition of his role in thelabour process.

On the other hand, the level of effort dependen the value of reward:
internal (feeling of satisfaction from the work done, a sense of competence
and selfexpression) and external (praise of the head, prize, promotion, etc.).

The main conclusion of the PorteiLawler theory that productive
work leads to satisfaction, but not otherwise.

In medical and pharmaceutical industries due to their considerable prestige, the
motives of a higher level such as social, respect;esgifession, satisfaction of the
needs of involvement and satisfaction in the workiva visible result are dominated.

In order to satisfy the needs of such a nature experts offer managers
to keep some recommendations.
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To satisfy social needs of employees it is necessary to:

- give employees a job that would allow them to communicate;

- create a team spirit in structural subdivisions;

- support the emerging informal groups if they do not cause any real
harm to the organization.

To meet the management needs it is required to:

- offer subordinates the more interesting job;

- inform them of the results;

- appreciate and encourage the achieved results;

- transfer additional rights and powers to subordinates;

- promote subordinates by the career ladder;

- improve their skills.

To meet the needs for selexpression it is necessary to:

- give the subordinates a complex and important job that requires the
total efficiency from;

- encourage and develop creativity.

Sociological studies conducted by the staff of the Department of Management
and Marketing in Pharmacy at the National University ofrfPlagy among the marmp
ers of wholesale, retail firms and pharmaceutical companies have shown that tine prio
ity stimuli in providing incentives for the efficient work of the personnel are moral and
material incentives folabour, discussions of the total rais of the enterprise; holding
of informal events, conducting of trainings and topical workshops; involving employees
in decisioamaking, goal setting, and others.

Particular attention is given to motivation of the sales staff since sales volume
depends o their work. Surveys indicate that the most common incentives for this
category of workers are praise, along with material incentives, periodic financial ince
tives, gifts for the holidays. Promotion, permanent financial incentives, only moral e
couragemat are used less commonly.

Ideally, a firm must have a permanent system of incentives, which should be
based on the results of certain marketing activities. The evaluation criteria should be
identified by the firm itself, depending on the particular jolheTacceptable model is
scoring points for specific actions to each manager, for example, the volume of sales
for the sale of certain assortment of pharmaceutical products, the special assessment
for the sale of the expensive assortment positions, new sirémy attraction of new ¢l
ents, for personal visits, organizing or participating in conferences , exhibitions and
other promotions. It is essential that good results are awarded by special and rgeanin
ful prices, and the targets set are realistic and exchible.
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3.4. THE ESSENCE, PES, STAGES OF CONOROF THE
ORGANIZATION ACTIVIY

Effective motivation of employees, verification of plans performance,
compliance with the organization's structure are possible with the help of
control. In the general uncrstanding control is the process that provides
the achievement of goals by the organization. It is an integral part of thee
sence of the organization and it is required to reveal and solve problems
before they become too serious, to promote the succes$ the firm. The
purpose of control is to fix deviations from the norm in time and correct
mistakes during the work.

There are three types of control used at the stages of production and
economic activity: preliminary, current and final.

The main means of lte preliminary control is performance of ce-
tain rules, procedures and lines of conduct. In organizations the prelim
nary control is used in three key areas in relation to the human, material
and financial resources.

The preliminary review of human resour@s in an organization is
achieved due to a careful analysis of business and professional knowledge
and skills needed to perform certain duties and selection of the best
trained and skilled professionals. Often this type of control continues after
hiring workers during their training.

Multiple aspects of the pharmacies activity require the staff of employees that
differ in vocational and professional training. The preliminary control by f the prarm
ceutical staff is carried out while recruiting and durihg period of probation in acce
dance with the specialist qualifications characteristics and requirements of theejob d
scription.

The preliminary control of the material resources includes control of
the raw materials, its compliance to certain specificatins, determination of
the level of the supply to enterprises, etc.

This type of control in the pharmaceutical industry provides the input quality
control of the raw materials and sefproducts that the enterprise has received, as well
as, concentrates ppared at the pharmacies and intrapharmacy stocks. Wholesale i
termediate and pharmaceutical companies control the flow of goods in quantity and
guality, etc.



88 Management and Marketing in Pharmacy. Part Managementin Pharmacy

The most important tool for the preliminary control of financial re-
sources is the current budgebr a financial plan.

Due to the influence of environmental factors on the organization ,
the need for interaction and adaptation to the changing conditions of work
in the pre-control the quality of information is also important. The integrity
and objectivity of the data are checked, the system of collecting, processing
and verification of information is formed.

The current control is performed in the course of the work based on
feedback. Control with feedback systems allows an organization to identify
deviations in the performance of the assigned tasks effectively and correct
the actions.

In the pharmaceutical organizations, the current control of human resources
provides the regular monitoring of compliance with legal documents (for example,
pharmaceuticatjuality management standards, rules of drug sales, etc.), improvement
of professional skills through participation in professional trainings and workshops,
traineeships, studies at the advanced training faculties, etc. The certification of the pe
sonnel galification category assignment gives the objective assessment of this phase
of control.

The current control of material resources includes both stepwise quality control
in the process of production and efficient use of resources. In the wholesale aild ret
businesses, monitoring for compliance with expiry dates, storage and transportation of
medicines and medical products, identification of falsified drugs, etc. is required.

Monitoring of financial resources is typical for all organizations and it
aims at checking the use of revenues, expenses, financial discipline.

The final control is carried out at the end of the work by comparing
the results obtained with the required one, as well as on the basis of fite
back. This type of control provides the manageant of the organization
with the necessary information for planning in the case when it is qu
posed to carry out the similar work in future.

The final control of labour resources includes verification or certif-
cation of the personnel for compliance with he position, evaluation of pe-
formance and efficiency of work.

Confirmation of the final quality control of pharmaceutical products is the a
sence (or decrease in the number) of claims from the pharmaceutical wholesale and
retail organizations, the nega® conclusions of control and analytical servicesn-co
plaints about poor quality from consumers of drugs.
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As the final control of material resources of the pharmaceutical institutions the
annual (scheduled) inventory can be considered. Comparison of oryergsults with
the data of accounting and reporting allows to determine the correctness of using the
values and their safety, as well as to obtain the baseline data for subsequent correction
of plans.

The result of the financial control is the calculatn of the company's
financial results and comparison with the planned indicators.

In the general procedure of control there are three stages: devegde
ment of standards and criteria, comparison of results with standards and
identification of deviations, measirement of results and correction of a-
tions.

Standards are specific purposes characterized by the presence of the
temporary frames and the specific criterion in relation to which we can®
timate the degree of performance.

The second phase of the controlnpcess allows to determine whether
the results achieved correspond to expectations, the extent of deviations
and their safety for the further activity of the organization.

At the third stage a manager should develop the tactics behaviour
corresponding to the results: do nothing, eliminate deviations, revise the
standard.

Because people are an integral part of control, the manager whee-d
veloping the control procedures must take into account the peopletsehav-
jour. Employees are usually know that for comol of efficiency of their ac-
tions the established standards will be checked, so they do what their boss
wants to see. In this regard, the manager should develop a control pesc
dure, which eliminates such a situation.

Another possible effect of thebehavioural control is that it can en-
courage people to give false information to the organization because of
over-for under estimation of the economic and industrial situations (e.g.,
incorrect information about the required and actual resource used).

To avoid the negative impact of control on the people'®ehaviour a
manager should:

- establish meaningful standards perceived by the staff;

- establish two-way communication;

- avoid excessive control;

- set strict but achievable standards;

- reward for achieving the standard.
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To be effective control should not only takes into account the orga
izational and behavioural aspects, but also have a number of important
properties, namely:

- be strategic in nature, that is to be aimed at achieving exact results
of the organzation,;

- comply with the controlled activity, performance of goals;

- should focus on results;

- be timely;

- be flexible;

- be simple and economical.

3.5. GENERAL CHARAMERISTICS OF THE MANBERIAL DECISIONS

The most important element of management, & main "product” is a
management decision. The decision making is reflected in all aspects of the
implementation of management functions. The effectiveness of manag
ment and the success of the organization as a whole depend on haw i
formed and timely decisons are, how they are performed.

In the general understanding ofdecision if a state of uncertainty
caused by the necessity of choosing the actions that will achieve somespr
determined result. In other words, decision is the choice of alternatives.
Activities of the head are associated with taking of organizational or man
gerial decisions.Management decision is the choice that the leader should
make to perform the duties due to his position. The purpose of this dec
sion is to provide movement to the probéms facing the organization. There
are several approaches to the classification of management decisions
(Fig.3.10).

By the level of the control system decisions can be singlevel and
multi -level when decisions are spread to all or part of the managemeletvels.

By the functional content management decisions, in their turn, are
subdivided according to the four basic functions of management: planning,
organizing activities, motivation and control.

By the field of action there are economic, social, organizanal and
technological decisions.

According to the organization development of decision making may
be individual, collegial and collective. Individual decisions are developed
and taken an individually by the leader. Collegial ones are taken by the
leader together with experts. Collective decisions are made at general
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meetings by all participants. Some managers prefer that certain decisions
are taken in groups. The method of bringing the group to an agreement is
called consensus.

By the levelof thecontrol systemsingle
level, multi-level

Management decisions

] , F

By the functional By organization of By the field:

content: development: - economic

- planning; - individyal; - social;

- organization activities; - collegial; - technological

- motivation: - collective. - organizational.

- control.

By the duration of By the causesof appearance

action: - situational;

- forecast (planned); - initiative ;

- operational (current). - approved by the order of the
parent bodies.

General: Specific

-all institutions of the - specific questions
given level of -certain organizations.
management.

Figure 3.10z Classification of management decisions

Management decisions can be designed for a different duration of-a
tion, and, therefore, they are classified as strategic (long term), planned or
current and tactical (short-term, operational) decisions for solution of a
particular problem within specific time terms.

By the cause of appearance decisions can be situational, initiative,
approved by the order of the parent bodies.

Another approach to the classification of organizational decisions is
their division into general and specific. General decisions give tasks to all
organizations at this level of management, specific decisions deal withesp
cific questions or a particular organization, and, in some cases, specify the
general decision.
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In addition, they can be classified as programmed (standard) andnu
programmed. Programmed ones are repeated decisions taken in accordance
with the instructions of management. The number of alternatives at the same
time is limited. It can be calculating by the equations anidrmulas.

For example, the calculation of the staff in the pharmacy using norms of the
load per an employee, turnover planning by the rates of growth and change, pla
ning and forecasting of the demand for drugs using consumption norms, forms, etc.

Unprogrammed decisions are usually onceff decision carried out in
new situations associated with the unknown factors. An example is dec
sions to improve the product quality, purchasing of new drugs, impros-
ment of the organizational structure, etc.

3.6. MODEILS AND METHODS OF DESION-MAKING

Effective decision making is necessary to perform management fcn
tions. Therefore, the decisioamaking process is fundamental to the na
agement theory. In order to improve the objectivity and validity of dee
sions managemat science involves the use of models and methods of dec
sion-making.

Model is a representation of an object, system or idea in a form that is
different from the integrity. So, for example, an organization is the integrity
and the organization scheme is enodel that represents its structure.

There are three basic types of models: physical, analog and the
mathematical. The physical model is that we investigate by increased or
reduced description of the object. Examples gdhysical models are draw-
ings, models miniatures of buildings, machinery, machine tools, etc. The
analogue model is analogous to the object under study, which behaves as
a real object, but does not seem so. Examples of analogue models can be
graphs of dependence (correlations of the sales toover and trade, impcs-
ing dependence of the level of demand and the commodity turnovergd
pendence of the demand level on the price of goods, etc. The mathematical
model allows us to represent the properties and characteristics of an object
or event usingmathematical symbols.

Construction of the model, as well as management in general, is a
process. The main stages of the process are in in setting the task, construc
ing a model, check it for accuracy, use and update of the model.
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The number of possible mdels of management science is very large
and depends on the number of specific problems for which they are ddve
oped. The most common practice in the decisiemaking there are such
models as the game theory, simulation, economic analysis. One of the a
plications of the game theory is to simulate the effect of the decision on the
competitors. Simulationmodelling is the process of creating the model and
its experimental application for determination of changes in the real sita-
tions. If testing of a simulaton model allows to achieve the desired results,
then you can take a decision in a real system. Economic analysis is a form
of modelling used to determine the economic feasibility of the organization
or its activities from the economic point of view.

In addition to modelling management science provides researehse
of a variety of methods to promote the choice of objective decisiemaking.
Heuristics methods of decision making are a set of logical methods and
methodological rules of choosing the optimal soliion by the head with the
helping of the theoretical comparison of the variants and their respective
preferences. Among them the following methods are considered:

- heuristic reasoning;

- writing a "script" of the decision;

- system analysis;

- method of gructural and program matrices.

The last two are more complicated methods. System analysis requires
periodic validation of the specific actions performed. If this test fails, then
the decisionmaking process returns to one of the previous stages. When
using the method of structural or program matrices decisiormaking van-
ants are in the form of a special table where the purpose of the decision is
vertically arranged, and horizontally there are the limitations and cond
tions.

Forecasting methods include thause of both the past experience and
the current assumptions about the future in order to define it. There are
guantitative and qualitative methods of forecasting. Quantitative methods
are applicable if the activity in the past had a tendency to assume thyabu
could foresee in the future, and if there is enough information to determine
statistical significance (tendencies). Among the quantitative methods of
forecasting analytical methods for alignment, exponential smoothing, e
dency extrapolation, mathemaical modelling, correlation and regression
are more commonly used.
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Using these methods one can calculate the shod longterm forecasts of d-
mand for psychotropic medications, sulfonamides, antidiabetic, hormonal, cardievasc
lar, antitumor drugs, etcThe method of correlatiomegression analysis allowed torco
sider the consumption of drugs as a multidimensional phenomenon and made i poss
ble to take into account the range of factors and assess their impact on the dynamics of
the process investigated.

When the amount of information is insufficient or when the quantia-
tive method is complicated and expensive, used qualitative methods of
forecasting, based on the generalized opinions of experts. One of the most
common qualitative methods of forecastings a method of expert evala-
tions. This method provides for the selection of an expert group (the most
competent experts in the study area), the filling of a detailed set of gse
tions on this problem, each expert acquaintance with the opinions of lot
ers, dscuss the differences, the formulation of a single solution.

In pharmacy the method of expert evaluations is widely used to improveethe r
liability and validity of quantitative methods of the market evaluation and its perspe
tives, to assess the compea#ieness of a company or a pharmacy, when testing éie r
sults of advertising and informational work. With the help of expert evaluationsehe s
lection of the factors influencing on consumption and demand perspectives for drugs of
some pharmaceutical groups,ich as psychotropic drugs, vitamins, hormones and ant
septic drugs, cardiac glycosides and drugs with a bspadtrum action, has beenea
ried out. This method allows to make the revision of the range of drugs to elimmate i
efficient, outdated, being ot in demand drugs having a more efficient analogs. As ar
sult of expert evaluations a conjectural survey is made; which highlights the issues of
forecasting demand for drugs, tendencies of demand for new drugs, assessment of the
current range of manufaated medicines, etc.

3.7. THE STAGES OF AKING AND IMPLEMENTATION OF
MANAGEMENT DECISIONS

The modern management theory considers three approaches to dec
sion-making process: the intuitive, based on judgments and rational one.

The intuitive decision is the choice dictated by the feeling that it is
correct. At the same time a manager relying only on his intuition faces with
plenty of probabilities, which reduce the chances of a correct choice.

Decisions based on judgments are made due to knowledge or x
perience. They are relatively fast and inexpensive. However, the head who
IS too inclined very much to the judgment and expertise may consciously or
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unconsciously avoid the new alternatives although they might be morefe
fective than the familiar choices. A tyjzal example is "We have always
done so".

The rational decision is grounded with an objective analytical pra-
ess. At present a single "technology" of making rational decisions has not
yet developed, the general idea about its main stages is absent. In Bid.1
the sequence of the rational decisioimaking process having the most pas
tive opinions is presented.

Diagnosis ofa problem
\d

Formulation of limitations and criteria
for decision-making

7
Identification of alternatives

\

Evaluation ofalternatives

!

The final choice

Figure 3.117 The stages of making a rational decision

A prerequisite for preparation and decisionmaking is always a ce
tain problem, i.e. there is a mismatch between the actual and desired state
of the organization activity. In the diagnosis of a problem the symptoms of
difficulties, their causes are recognized and established. Therefore, at the
first stagea manager determines whethe the problem is so overdue that
the measures should be taken to solve it.

At the second stagéhe manager must deeply analyze the problem,
identify the possible ways to solve it, taking into account the possible lim
tations and criteria. Among the generalimitations in the decision making
process there are following ones:

- inadequate resources, insufficient number of workers with the e-
quired qualifications and experience;

- the need for technologies not yet developed or expensive;

- tough competition;

- taking a decision by the head only in the framework of his powers.
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The criteria (standards) for a decision at this stage are the specific
recommendations. For example, the common requirements for quality and
design of products, regulations of théabour law z in the solution of labour
disputes, etc.

The third stageevaluates the available potential opportunities for
solving problems, deadlines, and develop alternative solutions.

The fourth stageincludes discussion of the actually and validity of a
decision, assessment of what will happen in the future. The decision should
not appear too quicklyz it leads to the fact that some decisions are not pe
formed.

The fifth and final stagas the choice of alternatives or actually mi
ing a decision, which effectivaess depends on how well the preceding
stages are performed.

Management decisions should meet a number of general requirements:

- a comprehensive scientific basis, that is, a decision must be made on
the basis of consideration of the objective laws of del@ment of a system
and based on the analysis of the specific production situation. The dec
sions are developed on the basis of reliable and complete information by
comparing multiple options;

- eligibility z decision is made only by the authorized person;

- orientation z a decision should be targeted, clear to each performer;

- unity z accompanying goals and objectives should be subjected to
basic purpose, for which a decision is made. All provisions of the decision
are agreed with the previous and alreadgxisting decision;

- brevity and completeness suggests briefness of the decision fornaal
tion with the full answer to all major issues that form the basis for the organ
zation of management in the process of implementation of this decision;

- specific time z the head should not give any orders without specyt
ing the time of their execution;

- efficiency (timeliness) z a decision must be taken at a time when it
requires the production environment. Delay and hastiness of decisions are
equally undesirable.

The complexity and variety of the internal and external environment
of the organization have an impact on management decisions. The most
important factors depending directly on the decision making process and
their effectiveness are:

- the personality assessmnt of a manager;

- conditions of certainty, risk and uncertainty;

- the time and the changing environment;

- informational limitations;
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- behavioural limitations;

- negative results;

- interconnection of decisions.

After the decision is made, there comethe stage of organization of its
implementation. The effectiveness of management decisions depends on
how well this work will be delivered. In connection with this, the theory of
managerial decisions provides a number of basic requirements for the
processof implementing the decisions. The sequence is as follows:

1. Development of a plan for decisions implementation. A manager
must provide the distribution of the total work by time, objects, aims,
achievement of which is necessary for implementation of thdecision. The
most effective for this purpose is a plarschedule with check dates.

2. Selection of performers and informing them about the decision. This
stage of implementation of decisions involves the necessity of considering
gualification, experience,skills of performers, features of the activity and he
character of the work they do; explanation of the goals and conviction of the
value of the work; motivation of the performers, promotion of the effective
implementation of decisions. When bringing the dsk to the performers the
manager should avoid unnecessary details as it focuses on the formal report.

3. Organization of the operational work to implement decisions. To
make this stage more successful, organization must be clear, even with the
ideal plan of work. The instructions or orders must be given timely, unde
standing of the instructions essence is checked, and the work at a definite
moment is intensified.

4. Control of performance. Its purpose is account of implementation of
decisions, timely detetion of deviations from the program, the use of mea
ures to eliminate or prevent deviations. As a method to assess the decision
taken control should be systematic, timely, dynamic, objective and rational.

5. Correction of the decision. This may be due tdé relatively unsd-
isfactory organization of performing the decision, sharp changes in thene
vironment or disadvantages of the decisions.

One of the conditions for implementation of the decisions that areid
rectly related to control is the "feedback"” thatallows to determine what
happens after the decision has come into effect. With the "feedback"” the
advantages and disadvantages of the decision are checked in practice, the
opportunity of timely intervention in the course of its implementation is
provided.
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3.8. DELEGATION OF BATHORITY. RESPONSIBITY

An important element of management, especially in the area of dec
sion-making is distribution of administrative functions, that is, authority
and responsibility for their implementation between the links of he man-
agement hierarchy. The set of methods that enable a manager to shift the
performance of his functions to other employees is called thdelegation
of authority.

The essence of delegation is in distribution of tasks, training andee
cision-making on those levels of management, which focus much of the
necessary information, experience and ability to concentrate specialists, so
a decision can be made efficiently and in a relatively short period of time.

In addition, the delegation of authority allows to réease the head of
the consideration and solution of secondary problems, provides an oppo
tunity to focus on basic, fundamental problems that can be solved only by
him. The list of powers thatcannot be delegated is by determined the au
rent laws and reguldions.

When delegating one must comply the authority and the volume of
rights granted to the employee. If the volume of the delegated authorityxe
ceeds the workers' rights, there is a real risk of failure; when the rights are
greater than authority, the amosphere of irresponsibility and the lack of
control are created.

The hierarchical management structure provides transfer of authe
ity directly from the head to his subordinate, and then to the other sulbe
dinates. It is the most common type of linear powerLinear power allows
the manager to direct his subordinates to achieve the goals. The leader
with the linear power has also the right to take certain decisions and solve
certain problems without agreement with other managers within the limits
set by the aganization or by law.

The head of pharmacy with the full linear powers chooses independently the
directions of using monetary resources, solves questions of recruitment and firing,
determines the volume and nomenclature of medical products purchased, etc

Powers are inseparable from responsibility, which, in turn, can beed
fined as an obligation of implementation of the authorized activities. But
delegation is performed only in case of taking the powers, but responsibi
ity cannot be delegated, i.e. althagh the head, on whom the task ism-
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posed, is not obliged to perform it personally, he is responsible for the sa
isfactory completion of the work. Thus, we can formulate the basic primc
ples of delegation:

- transfer of powers should be in accordance witlthe expected e-
sults. A subordinate must have sufficient rights to achieve the desiree+
sult;

- transfer of powers should be implemented along the lines of nma
agement, so that each subordinate can knew exactly who delegates him
and whom he is reporting tq

- every manager makes decisions within his powers. Anything that
exceeds his competence is transferred to senior management;

- only powers are delegated. A senior officer remains responsible for
the actions of his subordinates.

The ability of the leaderto transfer part of his powers to subord-
nates, distribute rationally the functions between them is the essential and
important element of management. However, there are some obstacles to
delegation of authority. Unwillingness of the head to delegate powsrdue
to the lack of confidence in his subordinates, and the false belief "I'll do it
better," inability to manage and fear of risk, the lack of an effective meah
nism to control of the subordinates” work. Blocking of delegation by the
subordinates may bedue to selfdoubt of the performer, fear of criticism
for mistakes made, overload by work, the lack of information ander
sources to complete the task successfully, as well as positive incentives for
the additional work.

The success of delegation of authdy increases if the manager and
the subordinate are united in understanding the goals and objectives of
management, and trust. In addition, if the subordinate is convinced that
delegation is the recognition of his competence, it will be effective then.

Questions for out -of-class work

1.What are basic functions of management?

2.What is the essence of strategic planning of the organization?

3.Why is the mission of the organization the basis of its existence?

4.What are the characteristics of the effeet purposes?

5.What strategic alternatives exist?

6. Give the characteristic to the basic components of the process oeimpl
mentation of the strategic plan.
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7.Characterize the basic types of modern organizational structures.

8.What is motivation?

9.What theories of motivation do you know?

10.What is the role of control in management?

11.Name and characterize the basic kinds of control.

12.What behaviouralaspects does control consist of?

13.Define the organizational decision.

14. What are basic appoaches to classification of organizational dec
sions?

15. Characterize the basic methods of decisimaking.

16.What are the stages of the decisionaking process?

17.What factors influence on the process of the rational decision taking?

18. List the stages of the process for performing the administrative dec
sion.

19.What are the basic requirements to the accepted decisions?

20.What is the essence of the process of delegation of powers?

21.What are the obstacles for effective delegation of powers?

Tests

1. Which combination of elements reflects the basic functions of
management?

A. Organization, motivation, communications, control

B. Planning, administration, organization, control

C. Planning, administration, coordination, motivation

D. Planning, org@nization, motivation, control

E. Motivation, control, coordination, administration
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3.Which stages of the séitegic planning of a pharmacy enterprise does
the information about the activity of competitors, estimation of the price
change for the raw material and manufactured products include?

A. The choice of the mission

B. Determination of the purpose

C. Estimaton and analysis of the external environment

D. Administrative inspection of internal strong and weak sides

E. The choice of the strategy
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4. Which of the following combinations reflects the basic steps of the
strategic planning?

A. Mission, goals, analysisf the external environment, management
research of the strengths and weaknesses, analysis of alternatives, the choice
of strategy, implementation of strategies, assessment of strategies

B. Mission, goals, analysis of the external environment, management
research of the strengths and weaknesses of the company, formulation and
analysis of alternatives, selecting the strategy alternative, strategy
implementation, control of the strategy

C. Mission, goals, objectives, diversification, analysis of alternativeke
choice of strategy, implementation of strategies, assessment of strategies

D. Mission, goals, analysis of alternatives, the choice of strategy, strategy
implementation, assessment of strategies

E Mission, goals, objectives, analysis of the externav@onment,
analysis of alternatives, diversification, the choice of strategy, implementation
of the strategy

5.Complete the list of strategic alternatives:
A. Limited growth

B....

C. Reduction

D. Combination of all alternatives

6. Complete the list ofomponents of the plan for implementing the
strategy:

A. Tactics

B. Policy

C. Procedures

D....

7.Complete the list of requirements for the purposes of the organization:
A. Exact and measurable

B. Orientation in time

C. Interconnection

D....

8. Complee the list of requirements for the structures of organizations:
A. Control

B. Dynamics

C.C(Bensitivityd

D. Interaction of subdivisions

E. Ability of managers

F. Duplication of power

G....
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9.What type of the organizational structure does the following fitgtion
corresponding to® the organizational structure is characterized by a clear
division oflabour, hierarchical subordination of the staff and administration,
recruitment and career development of employees based on competence and an
orderly systenof rules and standards of the organizatidf

10. What type of the organizational structure is characterized by dividing
the organization into separate subdivisions, each of them has exactly definite
tasks and duties?

A. Matrix

B. Linear

C. Functional

E.Divisional

11.What is the type of the organizations where the most part of powers
required for decisioAmaking is concentrated at the top management?

12.What are organizations in which the powers are connected with
management and distributed at locaklels of management called?

13.Which function of management reflects the regulationlabour
stimuli to implementation of a certain work?

A. Organization

B. Planning

C. Motivation

D. Control

E. Coordination

14.Which from the listed theories of motation is a cognitive theory?
A. Motivation model of PorterLowler

B. Expectation theory

C. Validity theory

D. Theory of Maslow

E. None of the above

15 7EEAE CcOIT OPp 1T £ 1T AAAO EO EAAT OE £E.
A.Physiological, sexual, aluistic, practical needs
B.Hygiene factors and motivators
C.Power, achievement, belonging
D.Explicit, implicit, congenital, acquired
E.Physiological, safety and security, social, esteem and self
actualization needs
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16.What group of theories of motivadn do the theories based on
identification of the internal needs making people to act belong to?

A.Process

B.Cognitive

C.Secondary

D.Primary

177EAO0 T AAAO AOA DPOEIi AOU AAAT OAET C
A.Respect

B. Selfexpression

C.Socid

D.Physiological

E.Participation

~187EAO Ai T AADO Al.A@ pracesa of prdvidibgithe OE T 1T
AAEEAOAT AT O PpOOPT OA 1T &# OEA 1 OCAT EUAO

19. Complete the list of the successful control components:
A. Strategic character

B. Compliane with the activity to be controlled

C. Timeliness

D....

E. Simplicity and efficiency

20.Complete the list of the rational decisiemaking stages:
A. Diagnosis of the problem

B. Formation of limitations and criteria for decision-making
C. ldentification of alternatives

D....

E. Final choice

21.Complete the list of requirements for managerial decisions:

A. Full justification

B.Timeliness

C.Completeness of the content

D.Consistency with previous decisions

E.Specificity of time

F.Directivity

G....

227EAO AT 1T AAPO EO AEAOAASGHE precesdlly AU
which an individual manager or supervisor transfers part of his legitimate

- ~ AN as
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CHAPTER 4
COMMUNICATION ROCESSES IN MANAGEMIE

The chapter is devoted to the connective processes and their role in
management. The essence and complications of communications is in it;
description of means of information exchange, the methods of increasing
the efficiency of aganizational and interpersonal communications, d-
scription of forms of business communications are given; the classification
of administrative documents is presented and their role in providing of the
communication process is shown; the questions of autoation of the man-
agement system, the rational use of modern technical means in the process
of information exchange, computerization of pharmaceutical organizations
are considered.

4.1. THE CONCEPT ANDYPES OF COMMUNICATDINS

In the life of most people tle processes of communication take 70%
of their time. The abilities to speak, listen, read, write are major capabil
ties, providing the joint activity of people, allowing to accumulate and
transfer the enormous stock of knowledge.

An important place is occypied by communications in the administa-
tive activity. As statistics shows, from 50 to 90% of the working hours of
leaders of all levels is spent for one or another types of communication. In
this connection leaders should perfectly use the art of commuration. B-
fectively working leaders are those who are effective in communication.fE
fectiveness of negotiations, degree of the mutual understanding with par
ners, clients and employees, satisfaction of workers of the organization by
their work, the moral psychological climate in among the staff collective,
mutual relations with other enterprises, with public bodies depend on
well-formed communication.

Communications are the process of the exchange of ideas and-i
formation value between two or more people. Th term "communication”
is derived from the Latin word meaning "common" or "divided with all". As
an organization is the structured type of relations between people, it $u
stantially depends on quality of communications for maintenance the eff
ciency of furctioning.
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Depending on the level communications are divided into interpe

sonal and organizational. The structure of organizational communications
is presented in Fig4.1.

External = Organizational — Informal
communications

Communications
between the Internal
organization and the
environment |

—_— Horizontal

Communications
between
Vertical departments and
subdivisions of the
organization

Communications Communications
"a leaderz a "a leaderz a
subordinate" working group”

Upward and Inter level
downward communications

communications

Figure 4.1z Structure of organizational communications

One of the most meaningful characteristics of an organization is itg-
tercommunicationwith the external environment Organizations use various
means for communications with the constituents of the external envino-
ment. So, they have to submit to the govement control, on the other
hand, the organization tries to influence on the content of future laws and
decisions.

With the present and potential consumers organizations commun
cate by means of advertising or other products distribution programs at
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the market, among which the most effective are conferences and business
meetings, fairs, trade exhibitions etc.

In the field of relationships with the public the primary attention is
paid to creation of a certain character, "image" of the organization at local,
national or international level. Thus, radio, television, capital investment in
benevolent and other funds, financing of ecological, health and other gr
grams are widely used.

In the pharmaceutical system communications with the external environment
include receipt and observance of orders of Ministry of Public Health of Ukraine, orders
and instruction materials, etc. The subject of communications is information about
achievements of pharmaceutical science and practice, about production and aegistr
tion of medicines, about the state and tendencies of the pharmaceutical market, as
well as accounting and statistical reports.

Internal communicationsare a complex process covering all levels
and sublevels of an organization.

The hierarchical structure of an or@nization results in transfer of n-
formation from one level to another level within the framework of inte-
level vertical communications. There are two types of vertical communac
tions upward and downward ones.

Downward communicationis transferred from the highest levels to
the lowest one. In that way subordinates are informed about the current
problems, the changing of priority, the specific tasks and the recommended
procedures.

For pharmaceutical enterprises the most characteristic information transgerr
within the framework of downward vertical communications are:

- orders, instructions, statements on the different aspects of the pharmaceutical
institutions activity;

- about changes in the activity of state or public bodies management;

- about the stée and prospects of medicines supply;

- about withdrawal from circulation of nonquality or counterfeit products;

- about special sale of medicines to the separate categories of patients;

- about the pharmacotherapeutic action of medicines.

Upward communi@tions carry out the function of notification of the
top that is done to the lowest levels. Thus, the management knows about
the current and coming problems and offers possible variants of correction
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the business situation. Upward communications usually aur in the form
of reports, offers and explanatory notes.

In the activity of pharmaceutical enterprises they are:

- reports, certificates, declarations about the indicators of economic
and financial activity;

- acts of onetime target inspections;

- information about complaints and proposals;

- data about sanitaryeducational and information work;

- information about the state of equipment, material and technical
base of pharmacies;

- data about the observance of safety rules;

- information about the state of legal service;

- information about staffing and disposition of personnel;

- data about the provision of medicinal raw material, etc.

The examples of vertical communications are communicationseb
tween a leader and subordinate. The essence of these coommcations is
different: explanation of tasks, discussion of problems of the work eff
ciency, collection of information and, vice versa, notification of subord
nates about something, obtaining of information about improvement and
propositions, gratitude and reward.

There is extended exchange of information between a leader and his
working group is widespread. Communications with the working group &
low a leader to increase efficiency of the group action. As all members of
the group participate in the exchage, everybody has the opportunity to
express his/her opinion, and finally it allows to make the optimal decision.

Due to variety of tasks that the organization faces it needs not only
vertical, but horizontal communications as well.

The organization consiss of a number of subdivisions, therefore the
information change between them is needed for cordination of their ac-
tions.

So, in a pharmacy different departments must share the information abqait su
plies and sales of medicines, demand for medicinestscetc. It allows the pharmacy
to be close to consumers and continue to satisfy their requirements effectively.

Additional benefits from horizontal communications consist in fom-
ing of equal relations between departments, maintaining of the normal
psychological climate in them and in the organization on the whole. It is
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well-proven that such relations are an important part of workers satisfe-
tion from their work, they prevent the turnover of the employees. Accal-
ing to the research data, efficiency of hr@ontal communications is about
90%. It is probably explained by the fact that people working at the same
level of management understand the character dabour of the colleges
well, know their problems and adequately perceive and react on the info
mation.

Organizations consist of formal and informal components that nat
rally, affect the structure of communications. So, the communicationseed
scribed above are formal since they deal with interrelations between the
formal elements of the organizationinformal communicationscan be cha
acterized as a channel of distribution ofumours. However, paradoxically it
is, but has been proven that by the channels aimours the information is
passed much quicker than by the channels of formal communication.

There is acertain stereotype that rumours are always inexact, -
torted information. However, according to the researches of Kith Davis, the
known American scientist, 8099% of rumours are exact in regard to the
information about the organization itself and less eact concerning the
personal sphere or very emotional information.

The most typical information transferring by the channels of distrilu-
tion of rumours, is:

- forthcoming reduction of the number of workers or office workers;

- changes in the structure of lhe organization;

- new measures of disciplinary impact;

- career development and promotions, etc.

4.2. BASIC ELEMENTBND STAGES OF THE GAMUNICATION
PROCESSMETHODS OF OVERCOMBIOF COMMUNICATIONARRIERS

The communication process is exchange of inforation between
people. The basic purpose of the communication process is provision of
understanding the information that is a subject of exchange, i.e. messages.

During the information exchange fourbasic elements can be distn-
guished:

1. The sendelis a pason generating ideas or collecting the informa-
tion and transmitting it.

2. The messagés actually the piece of information decoded with the
help of symbols
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3. The channels the means of transferring the information

4. The receiverns a person whom theinformation is intended to and
who interprets it.

When exchanging the information the sender and the receiver pass
some stages. Their task is to compose a message and to use the channel for
its transferring so that the initial idea can be understood by bdt sides. It is
difficult because each stage is simultaneously the point where the sense
can be deformed or completely lost.

There are four stages of the communication process:

- the origin of the idea;

- encoding and the choice of the channel;

- transferring;

- decoding.

Interrelation of elements and stages in the process of the information

exchange are illustrated in Fig. 4.2 as a simple model of the communication
process.

Sender lr » |dea =l Message
A Form or selects Codes and chooses
_5 channel 5
3 8
O
3 5
() c
L IS
|_
Decodes a massage v
Is the idea understoo® [« Receiver

Figure 4.2z A simple model of the communication process

The information exchange is started with formulation of ideas or &
lection of the information intended for transmission. The sender decides
what meaningful idea or message should be the subject of exchange. If the
sender is a leader, then before the information exchangeelshe should
understand that the purpose of the idea is to improve the results of the
work done. And it is necessary to know exactly what ideas are intended for
transmission, whether they are appropriate in a particular situation or by
the methods of achi@ement of the purpose set.

Encoding and the choice of a channel convert the idea into a message.
Coding an idea is possible using words, gestures, intonation. But a channel
must fit with the type of the symbols chosen for encoding. Some well
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known channelsare transmission of writing materials (official messages,
instructions, orders, etc.); telephone, telegraph, electronic communication
means (computer network, email, video, etc.). If a channel does not caa¥
spond to the idea, the information exchange wibe less effective.

The choice of means of communication should not be limited by one
channel. It is desirable to use two or more means of communications in
such combination: a verbal report can be accompanied by a video film; the
telephone information can be supported by writing materials, etc.

The next stage of the information exchange process is transmission. It
is actually physical transfer of the message which, as a rule, is considered
to be the process of communication by mistake.

After receiving the message a receiver decodes its. Decoding is tean
lation of symbols of the sender in the thought of the receiver. If symbols
chosen by the sender have the same value for the receiver, then tha-pr
mary idea or message will be perceived correctly.

Efficiency of the information exchange depends on similarity of pe
ception of the message by interchanging parties because a sender is under
the effect of his experience, and a receiver has criteria of his own esam
tions dictated by his/her experience. The informaibn exchange should be
considered effective if a receiver has shown understanding of the idea and
acted in such way as the sender has expected. If understanding is not
achieved, then communication does not take place.

Understanding of barriers on the way 6 the information exchange
and methods of their overcoming contributes to the increase of efficiency
of the communication process.

The most widespread barriers in organizational communications are:

1. Distortions of a messagd hey are:

- unintentional;

- intentional (conscious distortion of information);

- as a result of information filtration when transmitting from one
level to another level,

- as a result of the status distinctions of interchanging patrties.

2. Information overloadsrefer to the condition of having too much n-
formation, as in the case when a worker is given too many jobs to perform.
The implication is that individuals can effectively process only a certain
amount of information. An example is if a manager gives an employee too
much information about the report's requirements at a time. In either
situation, the receiver probably does not receive the entire message. Ma
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agers need to be aware of the potential for the information overload and
make appropriate corrections, such as providing witten instructions to
support verbal instructions.

3. The unsatisfactory structureof an organization. The structure of an
organization can dramatically influence on the effectiveness of commurae
tion. For example, if the firm's organization does not provid sufficient up-
ward, downward, and horizontal communication channels, then not only
the quality, but the quantity of information shared could be reduced. The
channel used can also influence on the structure. A more centralized stru
ture, for example, tendsto make greater use of written communications,
whereas a more decentralized structure encourages more fade-face
communication.

To increase the efficiency of the communication process in orgaiz
tions it is recommended to undertake the following measurs:

a) regulation of information streams. Its essence consists in the dbi
ity of a leader to estimate qualitative and quantitative sides of the owmt
formation needs, of the heads and employees;

b) administrative actions. This measure supposes to take admsir a-
tive actions undertaken with the purpose of the information exchange such
as conferences, individual conversations, monitoring of works according to
the plan-schedule, reports devoting to the results of such control, etc.;

c) the system of feedback. A effective feedback during organizational
communications is achieved by a several ways:

- transferring people from one subdivision of the organization in a-
other one with the purpose of discussion of particular questions. These can
be business trips of dfice workers of the organization to enterprises with
the purpose of discussion of the questions of quality of products; the pse
ence of the product designers in the retail outlets with the purpose ofer
vealing the tendencies of demand, etc.;

- the system d collection of proposals with the purpose of decreasing
the biased filtration of ideas during their promotion from the bottom to the
top;

- the use of newsletters, publications and videotape recordings of the
organization, which contain information that should be discussed or prb-
lems discussedpreviously, such as the quality of consumers servicesa-
bour conditions of the employees in the organization, the report of the
owner or the management body authorized by him about implementation
of the collectiveagreement, etc.;
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- the use of modern information technologies promoting improe-
ment of the information exchange in organizations. They are personal
computers, local networks, email, etc.

Although in organizations a prevailing value has the exchange of m#
ing information, a direct interpersonal exchange is also inalienable part of
the communication process.

Appearance of barriergluring the interpersonal exchange ofnforma-
tion is connected with the following concepts:

- perception,

- semantics,

- exchange of nonverbal information,

- wrong setting,

- the lack of ability to listen,

- poor-quality feedback.

Barriers conditioned by perception, consist in the fact that people can
interpret the same information variously depending on their experience,
distinctions of social habits, their persuasions, estimations, values, etc.
There are some main causes of ineffective communications conditioned by
perception in the theory of management.

Nonunderstanding of the message importanceéhe leaders of organ
zations often consider that managers of the middle and low levels, and
moreover the performers should not necessarily know about the matter
position as a whole. The information exchange takes place only concerning
the exact functions of the performer without comection of importance of
this work for achievement of the general purpose of the organization.

The wrong direction to consciousnesPirection to consciousness is
the attitude of a person toward the environment based on the vital exper
ence. Defects of dection to consciousness influencing on the quality of
communications are expressed as:

q OOAOAT OUPAO T &# OET OCEOh EB8AS
to people and situations. Stereotypes hinder to communications by the
dual character: the conént of information can be distorted by a sender -
der the influence of his/her stereotype, as well as by the stereotype
thought of a receiver of the information;

b) the preconceived presentations when distortion of information
takes place as a result of &ions of a sender or a receiver carried out in
support of the opinions and those actions denying all that contradict them;
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c) wrong relations. Good relations between a sender and a receiver of
information are also rather important for quality of communicaion. Mu-
tual respect facilitates communications and allows to solve quickly even
the most tough questions. Therefore, a leader should create and save good
relationships with his employees and the general social psychologicali-cl
mate among the employees;

d) the absence of attention and interest. For effective commurae
tions it is necessary to attract te attention of the interlocutor, to cause his
interest. If the interlocutor understands the value of the message for im-
self, he gets interested in it;

e) ignoring facts, which consists in habit to conclude in the absence of
sufficient amount of facts or their wrong understanding. Necessary facts
are absent mostly because of the fault of a sender, either due to failure or
because he/she considers that they are lawn for a receiver or not needed.

It results in that the known fact or information is complemented by a e-
ceiver, his/her own ideas about the absent facts.

Semantic barriers.Semantics studies the method of words uses and
meanings, transferring by words. Tie causes of bad communications comnd
tioned by semantics are in that words or verbal symbols can have a diffe
ent meaning for different people; consequently, it is unnecessary that the
message of a sender will be understood similarly by a receiver of infora-
tion. Therefore ambiguities in a message must be eliminated, an idea
should be formulated clearly and simply.

Semantic barriers often create communication problems for ente
prises and firms operating in the multinational environment or can be co-
ditioned by cultural distinctions of the firms-partners.

Nonverbal barriers are associated with the use of nonverbal symbols,
l.e. any other except for words, such as gestures, intonation, mimics, noed
lation of the voice. The phrase that is the most polite and intive deperd-
ing on that what nonverbal symbols will be used can have the negative
sense for an interlocutor and influence on the further course of commimn
cations. National and cultural traditions affect the choice of nonverbal
symbols. It is noticed thatAmericans, for example, even in business oo
munications smile and are unreserved in manner and Germans and fku
sians are serious and official.

Effective communications possible with the ability to listen, i.e. when
a person is identically exact in sending@nd receiving the information. It is
not enough to state and perceive facts; it is necessary to listen to feelings,
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only then the information will be perceived fully. In management there is
the term "empathy"”, which means attention to feelings of other peple, &-
tempt to see a situation from the point of view of other person. Using of
"empathy" during the information exchange leads to openness, decrease of
tension in conversation, providing the efficiency of communications.

To make sure in success of commmication it is necessary to have a
feedback. According to the theory of management a "feedback" is a basic
reaction that is heard, read or seen. The information is sent back to the
sender, testifying the degree of understanding the message, its comprehe
sion and agreement with the nassage. With the feedback the sender and
the receiver vary communication roles. The feedback appreciably raises
the chances of the effective information exchange allowing both sides to
avoid barriers.

4.3. FORMS AND ORGAKATION OF BUSINESS COMMUWBATIONS

The successfully chosen form of business communications assists to
achieve the organizational purposes, therefore, the certain form of oo
munication should correspond to every particular case. There are twoab
sic forms of comnunications: mediated (indirect, through mediators) and
direct, including verbal and nonverbal communications.

In administrative activity such organizational forms of business
communications are used: meetings, conferences, settings, business-co
versations and negotiations, reception of visitors, telephone conversations,
detour of working places.

Meetings and conferencesre held with the purpose of making of a
certain administrative decision; they differ by the participants (all persm-
nel of the organizatian take part in the meeting; a conference is the event
for the interested workers); the purpose of conducting; the character of the
problems and issues discussed (at the meetings there are general gte
tions accumulated for the certain period, at the confemces there are sp-
cific current problems).

Conferencesas a rule, are conducted if it is necessary to make an-i
portant report; to approve decision on some problems; to instruct emplg-
ees concerning performance of the important task; to refuteumours or
false information. Conducting of conferences assists development and
OOOAT COEATET C 1T &£ OEA Al OAOPOEOGAGO b
the activity of departments and services of the organization for achieving
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common purposes; reasonable decisiomaking; awareness of employees
about the results of the firm work and in a certain degree, training of all
participants.

A settingis a form of organization of work of a constantly operating
organ (board, committee, commission) or a group.

Quite often dficiency of such measures is not high and is not more
than 10%. Efficiency and the proper level of organization of holding meée
ings, conferences and setting promote reduction of uneffective time waste
of management and employees of the enterprise.

Organization of business conferences includes the following stages:

- preparation (determination of expediency of conducting, the list of
participants, date, time and location, preparation of participants of the ¢
ference);

- conducting;

- decision-making.

When conducting a business conference its limitation in time ism-
portant: the optimal duration should be not more than one hour because
the optimal duration of collective brainwork is 40-45 minutes. If the ds-
cussion of questions requires more longerm work, then in 40 minutes of
the meeting it is necessary to declare a 105-minute break. During a co-
ference the set timelimit must be observed, otherwise preconditions for
an unbusiness like situation at the conference are created. An inalienable
formal constituent is formalization of minutes, on the basis of which inu-
ture control of implementation of decisions made and tasks given to the
employees is carried out.

The conferencas closed summarization and decisiommaking. Acu-
ally, at this stage the questio is about performers, the volume of works,
the terms of their performance. It is also determined who will carry out
control of performance.

The variants of decisions worked out on the conference can berfu
ther discussed and the most acceptable one can bbosen at the general
meeting.

At present many companies, which have branches in different regions
of the country and abroad, practice videoconferencing. These measures
have a number of features of their organization: limitation of the number of
participants present at one video camera (B persons), the proper techm
cal level of the equipment used; necessity of concentration only on the
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topic of discussion; skilful communication with the use of the monitor,
clearness and the sufficient volume during the péormance, etc.

Organization of business talksBusiness talks are the constituent of
such administrative procedures as recruiting or firing of workers; pe
formance appraisal; reception of visitors; consulting; business negati
tions; unofficial meetings, ¢c.

Business talks are classified by character as official and unofficial; by
direction as target having a special purpose (pursuing specific tasks) and
general; by the degree of freedom as regulated and nonregulated.

Organization of a business talks incldes the following stages:

- preparation of the talks (determination of its purpose and the range
of the questions being discussed);

- drawing up the preliminary idea about participants (official pos-
tion, political looks, public activity and merits, the ange of interests, etc.);

- development of the strategy and the plan of the talk, preparation of
the preliminary plan of presentation;

- rehearsal (it is possible). It is conducted in private or with a de
league; before it the information material, the segence of discussion, dig
tal data, quotations are analyzed,;

- determination and coordination of the place and time of a talk with
the partners;

- conducting of the talk. It is started with greeting and comprehension
of the first impression about partners,their mood; the first part of the can-
versation is an opening part, its purpose is to take off tension and make a
contact between interlocutors; then there is directly the conversation. At
the end of the talk the conclusion is made;

- critical analysis of e results.

Business negotiationare intended for mutual exchange of opinions to
get an agreement interested to both parties and to achieve results, which
are optimal for all participants.

Negotiations consist of presentations and speeches and replies)e3-
tions and answers, objections and proofs. Negotiations can be easy or
tense, partners can agree without effort or with great problems or in ge
eral they do not reach agreement. Therefore, for every negotiations it is
necessary to develop and apply thepecial tactics and the way of their
conducting. Objective and subjective factors and conditions of success of
negotiations are distinguished.
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Foremost, partners on negotiations must observe the following ¢o
ditions:

- both sides must have interest to thaetem of negotiations;

- they must have sufficient authority in final decisioamaking;

- partners must have a sufficient competence, necessary knowledge
in regard to the item of negotiations;

- they should be able to take into account interests of other sedand
reach compromises;

- partners on negotiations must trust each other in a certain degree.

Negotiations are collaboration, a dialog, therefore, it is important to be
able to ask a correct question and listen to a partner. Negotiations are coasi
ered to be completed if an agreement is reached taking into account the-i
terests of partners, and the results are analyzed and the correspondingreo
clusions are made.

Telephone negotiationsire carried out if it is impossible or inexpedient
to have personal conacts (the last one are preferable from the psychological
point of view); they require maximum of brevity. For phone calls it is better
to choose rather long intervals of time (it is better when it is a break in bus
ness) and to ring by series. Duration of telephone conversation ideally
should not exceed 5 minutes. In the conversation conducted with the ne
mal level of volume the remarks, testifying retaining of attention are inserted
from time to time. With the line disturbance recalling should be madéy the
person who rings first; he/she should finish a conversation (or the older pe
son by age). As interlocutors do not see each other, it is necessary to ascertain
upon completion of the conversation that all is correctly understood.

The detour of workimg placespromotes the solution of operative que-
tions. It must be not spontaneous, but planned measure aimed at achieving of
several aims simultaneously. It is expedient to determine a route (especially
in large organizations) beforehand; to attract depenithg on the aims, the
leaders of the low level, specialists; to choose the most suitable time and-n
tify those who should be talked to about a detour and its aims. In conclusion,
it is necessary to analyze the results and carry out practical measures on the
removal of the drawbacks revealed.

Organization of reception of visitors Visitors are divided into two
groups: subordinates and persons outside. With the purpose of organization
of reception of visitors it is necessary to divide these two streams in timed-
ting different days and time, which must be strictly observed (if it is imposgs
ble, then to the deputy or a specialist are charged to conduct the meeting).
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Visitors must not be kept waiting more than 10 min. Otherwise a leader
needs to apologize for alelay and, if necessary, to postpone the meeting (not
more than 30 min) or change the appointment.

Before the beginning of conversation it is necessary to warn a visitor
about float time, and in the process of it to create the relaxed situation, gu
port and activate an interlocutor with the purpose to understand the point of
view of the visitor and formulate the opinion.

The meeting must be finished in the conditioned time. If it is delayed, a
leader can use a great number of method, indicating that time up: distinctly
looking at the watch, demonstratively passing his papers to the visitor and
getting himself something other to do, infirming directly about completion of
the conversation, etc.

The typical forms of business communications are used in phaaceutical
industry, but of great importance are communications of a pharmaceutical worker,
in particular, a pharmacist with a client. Specificity consists in the necessity of using
pharmaceutical care, principles of pharmaceutical ethics and deontologygrabina-
tion of social and economic tasks of pharmaceutical enterprises. In connection with
a growing competition pharmacies have the aims of forming of the permanent ico
tingent of visitors, attracting of new clients as a result of the high level service ge-
tion of a positive image, etc.

Increase of the share ohon-prescription medicines in drug sale requires a
great attention to the consumer, proper informing and advising by a pharmacist. It
should be noted, however, that sociological research gives nagry much consoling
results: more than half ofnon-prescription medicines are sold without additional
guestions from the side of a pharmaceutical worker. Less than 20% of clients are
asked about symptoms; advice to appeal to the doctor is given less thanli@%
cases.

Consultations are admissible mainly in the case of ordinary nosologies (cold,
headache, heartburn, etc.). However, additional questions are needed even in such
cases. For example, in the case of request to recommend a medicine for headache a
responsible and ethic specialist will ask a question about the ordinary pressure;
about other medicines used by a client to minimize the risk of side effects from the
novel medicine. If a pharmacist considers that recommendations to the specific
visitor in the situation without a medical diagnosis are dangerous for his/her
health, he must say about this to the client.

Recommendations concerning the criterion of price for a medicine or pa
ticipation of a pharmacy in promotion of products of a certain producemust not
prevail over the recommendations concerning the criterion of the consumer utility.

The knowledge of the assortment, consumer properties of basic medicines,
knowledge about parapharmaceutical products (medical equipment, cosmetics,
etc.) give the mssibility to consult a visitor of a pharmacy. It is expedient to have a
special advisor in large pharmacies.
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4.4. THE CONCEPT, R@ AND CLASSIFICATIO OF DOCUMENTS AS A
SOURCE OF ADMINISTRAVE INFORMATION. THE ROLE OF OFFICE WGR
IN MANAGEMENT

One of the fixed assets of communication exchange is a document.
Adocument (in translation from Latin is an "instructive example",
"method of proof") is a material object containing a fixed information. The
communication function of a document consists in informabn transfer in
time and to the distance. With its help of data communication between the
organization and its external environment, subdivisions of the organe-
tion, management and specialists, etc., is established and maintained.

The use of documents irmanagement of enterprises provides sal-
tion of tasks of planning, financing, account and reporting, operative fima
cial management, crediting, personnel providing, etc. Documents are a-b
sic evidence of a fact when setting disputes with partners in the esomic
court or when considering conflicts between a worker and an enterprise in
the court. An enterprise is under the obligation to present many types of
documents during the check by the organs of the government tax service,
complex documentary revisionsand other verifications. The documents of
an enterprise concerning the industrial and economic activity have a $
torical value and are subjected to be stored in the archive. The personnel
documents have a special value as they reflect tHabour activity of a
worker and confirm the labour experience required for the charging of a
pension.

Depending on a material carrier there are documents on paper, film,
magnetic tape, disks, diskettes, puncher cards. Text documents are mainly
used in the administrative ativity, the information in them is fixed by
some writing method: handwritten, typewritten or printed. Such dow-
ments made according to definite rules are usually named administrative,
and their aggregate is called administrative documentation.

The work with documents requires ability to understand their var-
ety, and for this purpose all documents are brought together to the uniform
groups. They are classified by the content of the information, origin, dice
tion, name, sources, terms of execution and storagdegree of validity and
complexity, etc. According to these parameters the types of documentsdi
tinguished are given in Table 4.1.
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Table 4.1z Classifications of administrative documents

N Classification Groups of documents
attribute
1 |Specialization General, special documents
2 |Application Organizationaladministrative and reference
documents
3 |Origin Internal and external documents
4 |Direction YTATTET ¢ AT A 1T O0O0CIT ET C j
(orientation)
5 |Sources Basic and secondary documents
6 |Form Standard and individual documents
7 |Way of drawing up  |Manuscript and printed (or type-written) documents
8 |Degree of openness |General, irhouse and confidential documents
9 |Terms of Urgent, very urgent, common
performance
10 |Degree of complery |Simple, complex
11 |Stages of creation Rough drafts, original documents, copies (duplicates
12 | Storage of documents Documents of shortterm (long-term, constant)
storage
13| Validity Authentic and forged (counterfeit) documents

Classification of deuments allows to differentiate

information

streams and systematize documents by general features.

The choice of the classification feature wholly depends on the purpose
set. So, as a result of the organizational function performed by management
the group of organizationaladministrative documents (OAD) is created.
Documents belonging to it are conditionally subdivided into three groups:

- organizational documents (statement, Statute, instruction, regat
tion);

- order documents (order, direction, decree, diposition);

- reference documents (act, agreement, explanatory note, notice,fre
erence, report, letter, protocol, application, etc).

Legal foundation for creation of organizationalreference documents
are laws, decrees, decisions, regulations, orders of dies of the legislative
and executive power, as well as realization of executive, active, legal aeti
ity of organizations.

In pharmacies and pharmaceutical enterprises this group of documents functions
in the field of planning, production, capital buildinmaterialsupply, sale, finances and
credit concerning organizational issues, questionaladurand salary, etc.
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Most widespread for pharmacies and pharmaceutical enterprises are
such organizationalreference documents as order, agreement, letterer
port.

An order is a legal act given by the leaders of organizations acting on
the basis of undivided authority, for solving of tasks set before this organ
zation.

An agreement is a document fixing the agreement of parties about
institution of some relations and regulating these relations. The variety of
agreement is a contract used, as a rule, in foreign economic trade activity of
enterprises and organizations.

A letter is the generalized name of documents, which are different by
the contents and sent by mai For the purpose intended there are official
and individual letters. By the content official letters are subdivided into:

- initiative (letters of inquiry, request, reminder, notification, claim,
accompanying, guarantee, etc.);

- letters-responses (information, letter-prohibition, etc.).

The special group of official letters are commercial letters. They are
made when concluding and implementing a commercial transaction oreb
half of legal entities. Commercial letters by their functional purpose areid
vided into three types:

-ET NOEOU Y A OAOPITOA £l O AT ETNO

-DOT Pl OAT 1 £AFZAOET Cq 8 A OAODPI 1T OA

- reclamation (claim) z a response for reclamation.

An inquiry is a commercial document, which is address of a customer
Oi OEA OAI AOI AT j ET /& okipgter tofaA b&d T 1
porter) with the request to give the detailed information about a product
(service). In the inquiry, as a rule, the name of a product (service) andrco
ditions of getting a product (amount, quality, model, brand, nomenclature,
price, time of delivery, terms of payment, etc.) is designated.

An answer for an inquiry is sent by an addressee (salesman) when he
is satisfied by the terms of the lettesinquiry. There is a proposal (offering)
in it confirming the desire of the salesman to make adsgain with indica-
tion of its specific conditions, which can coincide with or not the conditions
of the customer. If the customer agrees with the conditions of offering, he
OAT A0 Al AT OxAO v AI1T £EOI AGEITT 1T &
agreement is considered to be ancluded, and subsequent actions will be
related to registration of the agreement (contract) by the accepted form.
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Letters-reclamations are used at the stage of agreement implement
tion when the conditions of the agreement are not executed fully or partly.

For commercial letters such requisites are recommended:

- logotype of the organizationsender;

- mail and telegraph address of the organizatioisender;

- telephone number, telex, fax of the organizatiosender;

- address;

- index and the date of a documd;

- reference to the index and the date of the incoming document;

- headline to the text;

- text;

- signature of the legal entity;

- note about the presence of appendixes;

- note about the copies made to other addresses.

A report is a document containinginformation about the task im-
plementation, preparation of measures, assignment of tasks and their pe
formance, presented to the higher institution or a public person. There are
two kinds of reports: periodic and nonrepeated.

Pharmacies make such reporés: about financiabconomic activity for a
month, commaodity report, analytical reportgbout staffing and dosition of pe-
sonnel,about inservice training, etc.

Organizationalreference documents are also documents concerning
the personnel and correpondence on statements, proposals and complaints.
The personnel documents reflect different aspects of thHabour activity:

- recruiting, transfer, discharge (statement, order]abour agreement,
contract, employee data card, work record book);

- performance appraisal and professional improvement (appraisal
sheet, decision of certifying commission, certificate);

- conduct and registration of the personal files (autobiography, pe
sonnel data sheet, copies of education documents, letters of recommend
tion, etc.).

Office work is the activity of administrative personnel on creation of
documents and organization of work with them when performing admins-
trative functions. The process of transferring information to a document is
called documenting.
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Organization of dfice work influences on an efficiency, economy, rel
ability of functioning of management, organization and théabour culture
of administrative workers.

At the rational office work process leaders and specialists get rid of
operations, which are as a radt quality to them, and efficiency of admins-
trative labour increases as a whole.

Providing control of documents execution and decisioimaking office
work assists management for performance discipline.

The public importance of office work consists in senge of citizens,
satisfaction of their inquires. There are three kinds of office work service:
centralized, decentralized and combined.

In the centralized system all operations related to the administrative
documentation are concentrated in the administraitve office that is can-
mon to the whole organization or at the staHassistant.

In the decentralized system all operations connected with the admi
istrative documentation are concentrated in different departments of the
organization. As a rule, this systenms used in organizations where strg-
tural subdivisions are territorially divided and remote from each other (a-
sociated companies, holdings, branches of firms, etc.).

In the combined system the part of operations with documentation is
carried out at office (for example, reception and sending documents) and at
the same time other part of operations are carried out both at office and in
the subdivisions of the organization. Mostly it is used at big enterprises
with the considerable volume of incoming and outging documentation.

Thus, the choice of the system of office work depends on the stru
ture of the organization and spatial location of its subdivisions, the volume
of document flow.

In pharmaceutical organizations the system of office work depends ondhe
ume of document flow, and it is stipulated by the position of the organization inithe h
erarchical structure of management. So, office work maintenance of different type of
associations is carried out by the independent office work staff: in wholesale
intermediary firms, pharmaceutical warehouses, bases, at the pharmaceutical factories
office work is carried out by secretaries or file clerks, and in pharmacies it is carried out
directly by a head or by one of his/her deputies.

The analysis of administraive activity shows that leaders of different
levels spend for the work with documents on the average from 15 to 40%
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of the working hours, including 510% on their composing and regista-
tion. With the purpose of rationalization of office work processes uffica-
tion and standardization of documents is introduced.

Unification is institution of uniformity in composing and processing
of documents. A paper format, names of types of documents, requisites,
text are unified.

Standardization of texts supposes the fwing methods: stencil,
guestionnaire, table and the connected text (texanalogue).

A stencil is a text with blanks for variable information. The examples
of the stencilled texts are certificates forms, notification forms for business
trips, etc.

In phamaceutical organizations thetencilledtexts are: acts of products repe
tion, commoditytransport invoices, requisition slips, etc.

A gquestionnaire is a text where permanent information is given as a
list of questions with the strictly defined set of aswers.

In the activity of pharmacies the examples of textestionnaires are forms of
prescriptions, employee data sheets, etc.

Unification promotes reduction of terms of documents preparation,
creates the possibility to adjust documents for processingy office equp-
ment.

Standardization is institution and application of rules with the pu-
pose of organization of activity in a certain industry for the benefit and
with participation of all parties concerned to achieve the universal optimal
economy while doserving the conditions of application and requirements
of exploitation.

The examples of documents reflecting standardization of requirements to quality
of medicines are analytical normative documentation, quality certificate; stan@ardiz
tion of medicinegproduction is reflected by such document as industrial regulation, etc.

Standardization is characterized by stability of requirements, regk
tration of changes and supervision after the observance of standarde-r
quirements.
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4.5. FLOW OF DOCUMERNs OF PHARMACEUTICAL ORGANIZAIDNS

Flow of documents is movement of documents inside the orgaraz
tion since the moment of their creation or arrival till the moment of their
fulfillment and sending for record keeping.

All incoming, outgoing and internal documents iran organization are
registered. Their common amount for a certain period of time is the Vo
ume of flow of documents.

Correct organization of flow of documents promotes the operative
moving of documents in management, even load of subdivisions and public
persons, having a great influence on the administrative process on the
whole.

The rational charts of flow of documents are developed taking into
account the specificity of the organization and different categories of
documents.

In pharmacy institutions thdollowing kinds of flow of documents are drsti
guished: pharmaceutical, scientific and administrative. The essence of pharmaceutica
flow of documents consists in organization of account and the directed movement of
information documents concerning variaspects of medical products. That is $imu
taneously with receipt of new medicines in the chemist's network, documents of the
information character displaying their properties and the rules of drug administration
are distributed. Such documents includestbrug information leaflet (package leaflet),
surveys, pharmacopoeias articles, etc.

Scientific flow of documents provides movement of scientific and technical
documentation in the organization. The most widespread documents of this group in
pharmaceutich science and practice are bookapnographers textbooks, curricula,
manuals, dictionaries, journals, normative and technical documents,-iBtse copy-
right certificates, patents, theses, author's abstracts, etc.

Administrative flow of documents inades a stream of the various information
providing performance of organizational, scheduled, administrative functions. With the
purpose of rationalization of work with administrative documents they are divided into
two groups:

- the planned documentation ¢cord and accounting documents);

- the organizationabhdministrative documentation.

Flow of documents in the organization should be operative and pu
posefully regulated. Implementation of these principles is achieved bybe
servance of certain stages of fle of documents both incoming and outg-
ing documents presented in Table 4.2.
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Table 4.2z Stages of flow of documents

N | Forincoming documents | N For outgoing and internal documents

Processing of the document Elaboration of a project of the document

Registration Preparing of the document

Transfer for performance Agreement

Performance Signing (approval)

G|~ WN|F

Sending and filing Registration (in the day of signing)

OO IWIN|F

Sending, filing

Registration of documentss a record of the necessarynformation
about documents with the subsequent filling in office work index and rg-
istration data on them. It is conducted for account, control and search of a
Al AOI AT 08 %OAOU AT AOiIi AT O EO OACEOOA
day of receipt; outgol C AT A ET OAOT Ai 1T TAO ™M EI

Some documents coming and created in pharmaceutical organizations are not
registered. They are documents of material and statistical account and accounting,
primary documents of recorkleeping and accountingricelists, newsletters, norms of
expense of material values, unimportant correspondence concerning behave on staff,
administrative and other questions. Greater part of correspondence not requirieg ex
cution is not subjected to registration. Leaders oaphaceutical organizations or their
structural subdivisions approve the illustrative list of documents which are rwt su
jected to registration by office work service:

- letters for information sent in copies;

- telegrams and letters about permission ofdmess trips and vacations;

- reports about meeting, conferences, agendas;

- charts, requests, orders;

- information and reports;

- curricula, programs;

- advertising notifications, posters, programs of meetings, conferences;

- norms of material expense;

- congratulatory letters and invitations;

- book-keeping documents;

- printed editions (books, journals, bulletins);

- reports;

- forms of statistical accounting.

For registration of all categories of incoming and outgoing (internal)
documents a single regptration card is applied. It is filled by the typewrt-
ten or handwritten method. In institutions with little flow of documents all
documents are registered in the special journal.
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A registration stamp is put on a document at its receipt (on the o
tom field of the first sheet from the right side). A stamp includes the name
of the organization, which receives a document; date of receipt; regisi
tion index.

Control after execution of documentnd made decision is the nese
sary element of organization of dministrative labour and the important
component of the office work process. The main task of control consists in
providing of timely and high-quality execution of documents, as well asln
taining the information required for the estimation of subdivisions and
performers activity.

Control of documents includes:

1. ntrol of execution of documents as for the essence of the fro
lem set in them

2. Control of execution of document as for the compliance of the oe
tent and the form of execution

3. Mntrol of timeliness of execution.

All incoming, outgoing and internal documents with terms of exa¢
tion are subjected to control. Terms of execution can be:

- standard ones set by the corresponding Statutes and normative acts;

- individual ones ratified for a particular institution by the special list.

The count of the term of execution of incoming documents begins
from the moment of their receipt, and for outgoing and internal oneg
from the moment of signing.

Control of execution of documents is recommended to cdnct on
cards in accordance with the number of performers or terms of execution.
On the card the date of execution of a document is indicated. A document is
considered to be executed only in case that the questions put in it are
solved and the correspondenis given the answer in essence. A personrea
rying out control periodically looks over the cards being in the correspod-
ing heading of the card index. After execution documents are taken off from
control by a public person who controls them and arrangedhto files.

File is a set of documents related to the specific question or area of
OEA 1T OCAT EUAOEI 160 AAOEOEOU AT A 01 O

Classification of documents is fixed in the nomenclature of files,
which is the systematized list of he files names with indication of terms of
their storage. The nomenclature of files is approved by the higher orgamiz
tion and is valid during several years, however, annually it is specified and,
if necessary, is reworked and approved again. Every file the nomench-
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ture has its own index (number). The name of the institution, its structural
subdivision, heading, index and terms of keeping are specified for every file
included in the nomenclature. In a folder documents are attached during a
year, i.e. theprocess of file forming goes. If new documents, not foreseen by
the nomenclature, appear, it is necessary to have an independent file for
them, and to bring their name additionally in the nomenclature.

The degree of execution of documents is characterizdxry the coeff-
cient of execution calculated by the formula¢4.1):

DEX - DNE _
Dex

Dex

Tot

where D¢y z is the number of documents executed during the period

analyzed,;
D;,: 2 is the total number of documents subjected to execution for the

same period;
D\e Zis the number of documents, which are not executed during the

period analyzed.

1, (4.1)

Kex =

Key = —EX3100- 1

By the terms of storage all documents are divided into three groups:
permanent storage, long-term storage (over 10 years),temporal storage
(less than 10 years).

The basic tasks of expertise of documents value are:

- determination of the content of documents subjected to the state
storage;

- fixing of storage terms of documents, whiclare not subjected to the
delivery to the State Archive;

- selection of documents with the expired storage term, which are
subjected to destruction.

Expertise of documents value is carried out by an expert commission
which includes 35 persons appointed bythe order of the leader of this o-
ganization. Such committee is set up as required, but not rarer than twice a
year. The meeting of the expert commission is recorded.

Expertise of documents value considerably facilitates their prelim
nary dividing into 3 groups z basic, operative and personnel.
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The basic documentation most fully reflects the activity of institution
concerning implementation of the tasks set and includes organizational,
order and reference documents. All documentation related to these grps
IS subjected to permanent storage.

The operative documentation contains information if required for the
current practical activity. Temporal storage terms are fixed for it. Dag¢
ments of account and accounting belong to it.

Duration of documents storageis determined by the special lists.
Standard lists are developed and approved by the Main Archives admiin
stration of the country. Storage terms of documents are fixed from January,
1 of the year following by the year of the completion of a file. After exa-
tion of the set storage term files and the registratiorcontrol cards of the
office work service of the organization are passed to the archive for pe
manent or temporal storage.

4.6. ACCOUNT AND CGHNDERATION OF PROPOBIONS,
APPLICATIONS AND CONLAINTS

In office work of pharmaceutical institutions in conditions of their social fmpo
tance increasing a great place is occupied by work with propositions, applications anc
complaints of citizens. This type of office work consists of the following stages:

- receipt and registration of propositions, applications and complaints;

- submitting of these documents for consideration;

- control after the terms of execution;

- timely response to the author about the results of consideration;

- account of propositionsapplications and complaints with the purpose of their
subsequent analysis and work with them; finding out the reasons of complaints.

Registration of complaints and applications is conducted in the Re
ommendations and Concerns, which is conducted by all emprises of re-
tail business regardless of their form of ownership. A worker of a traderne
terprise the actions of whom give rise to criticism must inform about it the
leader of the enterprise or his deputy not later than the next day and give
writing explanations. The leader of the trade enterprise or his/her deputy
is under an obligation in an a week's term to consider the entry, written in
the Recommendations and Concerns, get the gist of the problem and take
the necessary measures to remove drawbacks amiblations in the work of
the enterprise or to implement the propositions.
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According to the results of consideration of the application the leader of
the enterprise or his/her deputy must give in the Recommendations and
Concerns the information about meaures undertaken on the reverse side of
the application of the customer (visitor), and in a week's term send a writing
response to the declarant to the address indicated. The copies of letters
responses to the customers (visitors) are kept by the leader difie enterprise
during a year.

The Recommendations and Concerns is the document of the striat-a
counting. The storage term of the fully filed Recommendations and Concerns
IS one year. The Recommendation and Concerns, which is not fully filledrdu
ing a cakndar year, is valid for the next year, the corresponding record is
made about it in the BookThe analysis of all appeals and terms of their ce
sideration is quarterly conducted, it allows the leader of the organization to
get the clear picture of reason®f the origin of complaints and take measures
for their removal and prevention.

4.7. MANAGEMENT ANDNFORMATICS

Management is the process of acquiring, processing and transferring i
formation from the point of view of technology. The work of a managesire-
lated to the great information load, especially in administrative decision
making. Thus, the task is not only to acquire and process the information, but
to generate and transfer of new productive information as an administrative
action. So, the timeldecision-making in the field of producing goods requires
a wide spectrum of the information support about all directions of science
and technology related to the products produced. A leader should have irel
able data the most improved methods of productionindustrial sale of techm
cal innovations, the technical level of foreign product analogues, ach&v
ments of related industries and departments.

Efficiency of work of pharmaceutical organizations largely depends on plenitude
and authenticity of informabn assisting the successful decision of many tasks of ma
agement. The leaders of wholesale firms and pharmacies should have information
about the new achievements of science in the area of creation and manufacture of new
medicines, market conjuncture, cetation of demand and supply on specific med
cines among pharmacological groups, assortment policy, consumers and competitors
directive instructions of higher organs of management, etc. The leaders of pharmace
tical enterprises should solve a questioroabthe most advantageous choice ofpsu
pliers, for this purpose the complete information is needed about the produdais pr
duced and their price, about wholesal@ermediary enterprises, conditions of gno
eration with them, about rating and reliability afrhs, etc.
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Perfect organization of scientific and technical activity is needed for
leaders and specialists to get information about scientific and technological
achievements in maximally short terms. It has become possible with appea
AT AA 1T £ ET £ Ol AOEAO M 1T Ax OAEAT OE £E
properties of scientific information, its theory, history, methods and organia-
tion. The purpose of informaticsis development of optimal methods and
means of acquiring, presentaon, analysis, storage, search and distribution of
scientific information.

The question of increase of efficiency of the information support is
very actual for solving of management tasks processing of large infoam
tion collection is required.

Efficiency of information processes in management is in a great deaéd
termined by the degree of their automation. In the last decade the mass use of
the new computer and telecommunication technique, forming on its basis of
high-efficiency information-administrative technologies became the mainid
rections of management reconstruction and its radical improvement. Accdr
ing to determination by UNESCQnformation technology is a complex of
interconnected scientific, technological, engineering disciplines engaged in
processing and storage of information and methods of organization of itg-
teraction with people and industrial equipment, their practical application
and social and cultural problems associated with it.

The special value for reorganization of the managemenystem has n-
troduction of information management, which is considerably extends poss
bilities of the effective use of information resources by organizations. Dele
opment of information management is related to organization of the system
of data processingand knowledge, their progressive advance to the level of
computer-integrated management systems, covering all levels of marag
ment of a company: from general administration to the management of pr
duction processes. All levels are interconnected, and theedback starting
from the low levels promotes the necessary administrative decisicmaking
on higher levels. Complete computeintegrated automation of management
supposes cover age of such informatieadministrative processes as comimur
nication, acquiring, storage and access to the necessary information, its
analysis, preparation of the text, support of individual activity, programming
of solution of special tasks.



132 Management and Marketing in Pharmacy. Part Managementin Pharmacy

4.8. MODERN TECHNICAAND ENGINEERING AIS IN MANAGEMENT

Based on development of theory angractice of informatics, as well as
the use of traditional aids in combination with the new computer complexes
the work on automation of administrative activity is widely developed.

The basic directions of automation of the informatioradministrative
activity are:

- automation of processing of texts (electronic typewriters);

- automation of the information exchange (communications), including
automatic telephone exchange,-enail, videoterminal systems, local networks,
video information systems);

automation of administrative activity on the basis of using of computer
systems giving help in a decisiormaking process; electronic secretaries;
creation and introduction of the computerintegrated internal system requr-
ing alteration of organization of the managersctivity of all levels.

Technical basis of informatization of management is provided by oo
puters of high generations and modern communication means.

Personal computers combined in a network can be used for electronic
processing of information, email, acess to the public databases and kndw
edge, solutions of individual scientific and engineering tasks.

Introduction of personal computers in the management system has a
number of advantages. They are compactness, simplicity of their installation
and operation, possibility of the operative use, change of the programs and
information database.

Text processing systems are the probleroriented computer systems
having great functional possibilities. They are offine (one-terminal) systems,
systems of the colleave use (less than 1000 working places), computers with
text editors.

Photocopying machines provide an automatic tweided printing-down
(in any volumes) on the ordinary paper. They have a microprocessor ma
agement, high yield, thecolours printing -down is also possible.

Communication means, telephone equipment provide telephone oo
munication with the microprocessor control, transferring of data and texts.
Means of communication is the combination of a telephone, microcomputer,
minute-jumpers and modem, inthis connection they can be used as an ele
tronic notebook. The presence of modem provides the access of a subscriber
through telephone networks to the data and knowledge bases.
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Means for automation of documents archiving and search of inforan
tion includes the nontraditional carriers of data: magnetic disks, microcopies,
disks with optical records. Means ofmicrographs in combination with com-
puters and communication means create the material and technical base of
the high-automated institution. For storageof plenty of information an opt-
cal data storages devices with information transfer by means of the laser ray
are perspective.

The video information systems are used for the automated service,
combining possibilities of computer technique, communication mans and
television receivers. There are the systems of two kindsdeletextd works
onex AU M £EOTi A O OOAA O OEA Ai1 OO
monitor; "videotext" functions in the interactive mode where a subscriber
working with computer can specify inquires.

Local computer networks provide an electronic information exkhange
and access to the central databases, as well as the collective use of expe
sive peripheral equipment which is available in the organization. Personal
computers are also included in the local networks. As a result, autonomous
processing of information at the site of its origin and the possibility of ind
vidual access to the general information resources covering by a network is
provided.

The computerintegrated networks of an organization have the fb
lowing functions: processing of data and texts, flormation transfer, auto-
mated input of information in the archive helping the leader in decision
making. Their composition includes terminal devices at separate wé&r
places (computer terminals, personal computers, electronic writing &
chines, etc.); device®f the collective use (printing units, electronic archv-
ing devices, copy equipment etc.). Communication of these devices in the
composition of one system is carried out through the big central computer,
local network, digital telephoneexchanges of the manization, ordinary
telephone network.

Computers are used in management mainly in the scientific and eng
neering calculations, information processing (including planning, account,
forecasting, etc.), automatic management.

Computers application in managerant is related with the necessity of
processing of economic information, transition to creation of the inform-
tion management systems (Fig. 4.3).
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Figure 4.3 7 Areas of management systems application

In the last decades in the business wial of economic highly devé
oped countries the value of technological sides of management as a main
interlink between aims, principles of guidance and economic mechanism is
truly reasonable. Reorganization of technical and technological base of
management promotes implementation of effective administrative dec¢
sions into life in the field of production and sale, provides new functional
high-quality possibilities of work of management of all levels.

4.9. AUTOMATED MANAG&MENT SYSTEMS AND FORMATION
ADMINISTRATIVE SYSTEMS IN PARMACY. PROSPECTS QI TOMATION
AND COMPUTERIZATIONDF ADMINISTRATIVE PROCESSES IN PHARMACY

1 OOT 1T AGAA 1 AT ACAI ddti® higher @nfof tiie cgn-_ - 3
plex use of technical and technological means of information with the pu
pose of increasing efficiency of management by productive, administrative
activity of the organization, thelabour productivity increase, improvement of
methods of planning and regulation of management processes

AMS can be characterized as complex of interrééml economic and
mathematical methods and means of scientific management by different
spheres of the human activity. They increase validity of taking administrative
decisions, efficiency and reliability of administrative activity as a whole.



Chapter 4 Communication processes in management 135

The feature ofconstruction of modern AMS is the hierarchical stro-
ture corresponding to the multi-level organization of the management s+
tem of economy. All levels are mutually related; it allows to combineer
sources, synchronization of a target complex programs, dicged to devd-
opment of industry.

#OAAOQEIT T1T&£ _-3 00bpDI OAO Al T AAOE
ber of components providing the definite processes of functioning of the sy
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formation, mathematical and soft hardware The information type includes
preparation of statistical information and primary documentation; instruc-
tions to subdivisions and persons dealing with functioning of the system;
economic calculations, etc. The mathematical providing consists in finding
mathematical and logical dependences between the indexes and carried out
AU OEA AT CET AAOO xEI OAOG OAOEO A O
computer, communication means, set of program applications.

At present when the considerable experience ofhe organization in
processing information with computer is accumulated, AMS are called to
provide any types of information about the objects of management and the
external environment, obtaining information about new methods and
means of work, new phenomea in production, economy, science andne
gineering for providing of higher level of modern management, as well as
to accumulate, keep and renew all information providing the search of the
necessary data and their analysis.

The basic complex of tasks solvinf U _ - 3 EO DOAOAT OA
‘ The AMS tasks complex \
Creation of the Decision of tasks Decision of tasks of
_ MS information of operative planning
- management
| — | |
Forecasting Planning Setting of Receipt of
purposes orders
Account Regulation Control

Figure 4.4z The AMS tasks complex
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The use of computers in medical research and processing of the-r
sults, computerization of methods of diseases diagnostics, automation of
statistical processes are precondition to creation of AMS in the healthcare
system.

$APAT AET C 11T DBPAOOEAOI AO OAOEO AO,
are subdivided into systems of organizational management intended for
the automated processing of statistical data, patient history, formain of
the reference systems, analysis of quality of medical service, etc. Medical
processes management systems allow to carry out the automated control
after the state of seriously sick patient, maintenance of vital functions of
the organism in case of theatening states, processing of laboratory &-
search, etc.

AMS "Pharmacy" includes the complex of tasks for improvement of medicinal
provision of the population: organization of effective medicinal supply on the basis of
analysis and planning of demandrmedicines and items of medical use; account of
commodity supplies and their moving in all links of the sale system; control after the
activity of suppliers of products of medical and pharmaceutical assortment; impleme
tation of administrative tasks assot@d with related to planning and financial activity,
record-keeping, personnel records, information and reference providing, etc.

5T1 EEA _ -3 OOAA AO AEEZAOCAT O 1 AO}
management information systems (MISgrve for the information providing
of administrative functions of leaders of particular organizations. The pu
pose of MIS consists in helping the leers to manage with the stream ofni-
formation inside and outside their organization, to take into account its
Impact on the activity of the organization and effective decisiomaking.

MIS is not the alembracing computerintegrated system of collection,
sOl OACA AT A AEOOOEAOOEIT 1T &£ ET Al @i AO
eral of the information systems, each of which serves for providing of diec
sion-making in some specific area. MIS takes into account distinctiong-b
tween the levels of managementspheres of action, as well as external rei
cumstances and gives information of the necessary type and quality to every
manager. Thus, MIS does not suppose the obligatory use of computers.

To form effective MIS all types of administrative activity depending
on the information needs of the leaders are divided into three categories:
strategic planning, administrative control,operative control.

These categories of activity approximately correspond to the fumn
tional duties of the leaders of higher, middle and @ links.
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The information providing of the first category of administrative a-
tivity includes, as a rule, the questions of future coperation between an
organization and the environment in relation to the change of its aims, use
and location of resourcesdr achievement of these aims, etc.

Information for administrative control is required to the leaders of
higher and middle links and should come both from internal and external
sources. It is stipulated by the fact that this category of administrativeca
tivity is directed to production and requires the information about the
work of subdivisions, productivity, competitors, etc.

Information for the aims of operative control should be exact, strictly
specialized, almost always come from internal sources since should as-
sist effective and qualified implementation of specific tasks of subdivisions
or the organization as a whole.

The general approaches to creation of MIS include five stages.

1. Analysis of the decisioamaking system. The process starts with et
termination of all types of decisions, for taking of which the information is
required. The needs of every level of management and the functional
sphere must be taken into account.

2. Analysis of information needs allows to determine what exact type
of information is required for every decisiorrmaking.

3. Aggregation of decisions supposes their grouping according to the
tasks of management and the corresponding eordination of MIS.

4. Planning of the process of information processing consists ined
veloping the real system of collection, storage, distribution and modife:
tion of information.

5. Planning and control for the control system consists in creation
and introduction of the system serving for estimation of the information
given by MIS and allowing to reognize and correct the errors noticed.

Thus, efficiency of MIS depends on that whether the need of definite
leaders are taken into account at the stage of planning, whether the users
are trained to work with MIS, on the degree of economy of the systert: i
self, etc. In addition, achievements in the area of technology of information
processing, introduction of computers in the administrative process [w-
mote the efficiency of MIS.

Automated systems of the information providing of administrative
activity should assist to the free access of a leader to information, the o
sibility to analyze, estimate its completeness and availability for substit
tion of decisionrmaking to participate in the process of decisiofmaking in
the interactive mode.
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In pharmacy was Autnated information reference systems (AIRS) for medicines
are widely distributed. With the purpose of increasing the efficiency, completeness and
accuracy of information service of medical and pharmaceutical workers rendering the
specialized help, AIRS fmedicines, used in pulmonology, gastroenterology, psych
neurology, stomatology, dermatology, etc. were created.

Automated working places (AWPgreated widely are the powerful
impulse for conducting and development of interactive modes of an adm
istrative worker with computer.

AWP is a working place of a leader or a specialist equipped bynco
puting engineering equipment for performing the automated processing
and reflection of information, required for implementation of production
tasks.

In accordance withthe functional duties of the user three types of
AWP are usually distinguished: for the first leaders, i.e. persons making-d
cisions; for functional workers of management carrying out preparation
and performing of decisions; controllers (reviewers) dealig with collec-
tion and preparation of information for making decision and managing the
POl AAOOAO &I O OEAEO DPAOA Oi Alfuhdtiah, _ 7
i.e. provide the possibility of the automated implementation of all nece
sary operations with any forms of information: texts, charts, video and @
dio recording. For this purpose all information should be accumulated in
the corresponding data bases of AWP and extracted from them in the- i
teractive mode with computer.

The most effective and perspectie as the end computing devices are
the problem-oriented automated working places of the managerial staff
(AWP-M) providing performance of the following functions:

- collection, control, registration and storage of data;

- the effective access to informaobn, its operative processing and e-
flection;

- decision of functional tasks of users in the ofine mode;

- the operative access to data bases of other computers;

- taking of the corresponding administrative influence to the objects
of management;

- infor mation on support of conferences.

4EA Al OAOT AGEOA OAOEAT OO 1 £ ADEO
tems of automated working places (SAWP), which are functionally
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oriented AWP organized on the basis of personal computers connected in
local networks.

SAWP possess high efficiency, reveatjnn a rapid reaction to the &-
ternal impact (real-time operation), the possibilities of the operative mn-
formation processing and high level of automation of machine dataxe
change.

SAWP is a higlguality new organizational form of using the cm-
puter aids providing passing to automation of the processes of preparation
and administrative decisionmaking on the new technological basis. &
sides, functionally-oriented SAWP possessing the developed possibilities of
implementation of information-search and calculion-logical works ec-
guire the features of the expert system.

The automated system of the product moving account has the special value in
pharmacies and pharmaceutical networks. The process of retails and other types of the
product sale is automated in eln systems. The modules of accounting preferential
prescriptions, modules of information location in different reference systems, modules
of analytical information processing, modules of reckegping and reciprocal pa
ments with suppliers can be included the system of the complex automation of
pharmacies.

The informationtechnological providing of the process of movement of goods in
a pharmacy allows considerably to reduce time of processing of accounting docume
tation, more exactly to substitute a reqst for the products of the pharmacy assor
ment and optimize the stock of goods, to control timely sale of medicines withrtiae |i
ited shelflife, to investigate the market of suppliers of medical products with the pu
pose of their choice for concluding rdeacts, to conduct payment with the product
suppliers, to carry out control and analysis of efficiency of work of structural subdiv
sions and employees of the pharmacy, to inform the population about availability of
medicines in the pharmacy

Technology!T £# OEA 1 AAAAO8O xI OE EO AE
should complete the whole process of work with information and on the
basis of the projects offered make a final decision of a particular question.
Completeness and authenticity of information substanglly influence on
efficiency of decision.

A leader of a wholesalatermediary pharmaceutical enterprise or a pharmacy
should have the complete volume of administrative, scientific and technical, economic,
social information at his disposal. Due to intuation of the automated working place
he/she can get necessary operative information in the appropriate volume.
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An economic effect from introduction of AWP appears up due toed
crease oflabour intensity of processing and analysis of information.

A perspectve direction of administrative processes improvement is
all-round creation of computer networks, introduction of new technob-
gies, expert systems (systems of knowledge), automated educationalssy
tems, use of Internet.

Questions for out -of class work

1. Give the definition of the concept of "communication".

2.Give the structure of organizational communications.

3. What are the components of external communications of pharmaceutical
enterprises?

4. Which is the structure of internal communications of phaaceutical a-
ganizations?

5.Specify the basic elements and stages of the communication process on the
simplified model.

6.Explain every stage of the communication process on the simplified model.

7. What barriers appear during the information exchange iime organiza-
tion?

8.Name obstacles on the way of interpersonal information exchange.

9. Characterize the methods of increase of efficiency of the communication
process in the organization.

10.Name the forms of business communication.

11. Describe featues and the process of organization of meetings, confe
ences, business talks, telephone negotiations, detour of working places, reception of
visitors.

12.What is the specificity of business communication of a pharmacist with a
client (visitor, customer)?

13.What is a "document"? What parameters are administrative documents
classified by?

14. Give examples of the most widespread organizational order documents
for pharmacies and pharmaceutical enterprises.

15.Give the definition of office work. What systenfoffice work exist?

16.Give the definition of flow of documents. What types of flow of documents
are distinguished for pharmaceutical enterprises?

17.Name and describe the basic stages of flow of documents for incoming
and outgoing correspondence.

18.What does expertise of documents value consist of?
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19. Give definitions of "management technology", "information technology",
"management informatics".

20. Which are the basic directions of the automation of information
administrative activity?

21. Name he modern technical means of automation of the information
administrative activity.

22.What spheres of the administrative activity are computers used in?

23.7EAO AOA AOQOI T AGAA 1T AT ACAI AT O OlL
tasks, features of their structuregquirements to them?
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pharmacy.

25. What are the distinctive features of management information systems
(MIS)? Which are the basic stages of MIS planning?

26. Describe the purpas of automated working places (AWP), name their
types.

27.Name the spheres of using AWP in the activity of pharmaceutical rente
prises. What tasks do they execute?

Tests
L8 7EEAE AHAADVO AT AO OEA AAEZEEIT EOQE]
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2. What type of organizational communications assumes distribution of the
information about reduction of the number of workers, changes in the structure of
the organization, new means of org&ational influence, the personnel transfer,
etc. correspond to?

A. External

B. Horizontal

C. Informal

D. Vertical

3. What is the type of organizational communications does transfer of the
information using reports, explanatory notes, etc.?

A. External

B. Vertical downward

C. Vertical upward

D. Horizontal

E. Informal

4. Complete the list of stages of communication process:
A. Origin of an idea

B. Encoding of information and choice of a channel

C. Transfer of information

D....
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5. Complete the list oforicepts to which the origin of obstacles in
interpersonal communications is related:

A. Perception

B....

C. Exchange with nonverbal information

D. Insufficient feedback

E. The lack of ability to listen

6. Match the letters:

_8 -AAOET CO

B. Conferences

" @Aurposes have the operative character, take into account of corrections
in the current activity;

b) purposes consist in summarization, forming of future plans;

c) the range of participants is limited by the specialists, who are
responsible or interested persons;

d) all personnel participates in discussion;

e) the discussed problems are related to the current specific questions;

f) general, accumulating for a certain period of time questions are a
subject of discussion.

7. What concept does the definiticns8 8 8 ¢ EO OEA ET A&l OI
material carrier and having the legal force" correspond to?

8. Complete the list of functions of document:
A. Information

B. Administrative

C....

D....

E. Historical

9. Complete the list of basic types of documents:
A. Organizational

B. Reference

C. Order

D. Personnel documents

E....

108 7TEAO AT 1 AAPO EO OAmEI AAOAA xEOE
documents in the organization from the moment of their reception or creation to
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11. Match the stages of flow of documents to the types of administrative
documentation

~8 )YTATIETC

B. Outgoing and internal

" q AOCAAOGEITT 1T &£ OEA POT EAAO 1T £ AT AO
agreement; signing; registration; sending or filing;

b) processing of a document; registration; giving for execution; execution;
sending, filing.

12. Match the type of flow of documents at a pharmacy and its essence:

B. Scientific

C. Administrative

" q I TOATATO T &£ OAEAT OEAEA AT A OAAE]
organization;

b) organization of account and purposeful movement of information
documents according to the different aspects of medicines;

c) movement of various by the nature information, which provides
implementation of organizational, planning and administrative functions by
pharmaceutical enterprises.

13. List the stages of flowf @ocuments for incoming documents:
1)..2)..3)...4)...

14. Complete the formulation: Registration of incoming documents is carried
outinl) ..., and outgoing in 2) ...

15. Complete the formulation: Flow of documents is 1) ... of documeri®in
organization from the moment of 2)..to the moment of 3)..

16. List the stages of flow of documents for outgoing documents:
1)...2)..3)..4)..5) ...6) ...

17. List types of official letters according to their contents:
1)..2)..3) ...

18. Specify a purpose of registration of documents (incoming and outgoing)
in the organization:1) ...2) ...3) ...

19. The purpose of what scientific discipline is development of optimal
methods and means of collection, search, presentatioa)ydrcal processing,
storage, and distribution of scientific information?
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20. What concept does the definito@ 8 8 ¢ EO A Al | bl A@
economic and mathematical methods and means of scientific management by
different spheres of the humaactivityodcorrespond to:

A. System of management with the experiment

B. Automated information search systems

#8 1 00T 1 AOGAA 1 AT ACAI AT O OUOOAI O j

D. Management information systems (MIS)

218 7TEAO EO 110 OEA OAOE 1T A& _-3e
A. Solution of tasks of operative mnagement

B. Solution of planning tasks

#8 #OAAOEIT 1 £ OEA EIT & OI AOETT AAO,
D. Forecasting

E. Planning

F. Motivation

G. Setting of purposes

H. Receipt of orders

|. Account

J. Regulation

K. Delegation

L. Control

22. Specify the types of the administive activity, which is the basis of MIS
formation?

A. Strategic planning

B. Delegation of powers

C. Administrative control

D. Operative control

E. Administrative decisiormaking

23. What are not the stages of MIS planning?

A. Analysis of decisiormaking system

B. Diagnostics of the problem

C. Analysis of information needs

D. Aggregation of decisions

E. Expert estimation

F. Planning of the process of information processing
G. Formulation of criteria and limitations

H. Planning and control after the conbl system



Chapter 4 Communication processes in management 145

248 7TEAO Al 1 AAPOO Ai AO OEA AAEEI EOE
expert equipped by computer aids for conducting the automated processing and
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correspond to?

A.Management information system (MIS)

B.. OOI i AGAA 1 AT ACAT AT O OQUOOAI O j _- 3

C.Automated workplace

D.Automated training system
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CHAPTER 5
MANAGEMENT AND ENTRERENEURSHIP

This chapter explains the essence of entrepreneurship as orgaaiz
tional, economic, social and legal aspects of the entrepreurial activity.
The material presented can develop the necessary knowledge of modern
business, relationships of business entities, the place and the reasons for
government involvement in business activities, the significance of business
ethics and sociaresponsibility in a market economic system.

5.1. THE ECONOMIC AN ENTREPRENEURIAL AGQVITY. PRINCIPLES
AND ORGANIZATIONAL BRMS OF ENTREPRENESRIIP. REGULATION OF
THE PHARMACEUTICAL &TIVITY IN UKRAINE

The main content of market relations is the entrpreneurial activity
associated with the profitfree and separate commercial entitieg legal en-
tities corporations and individuals.

Thus, entrepreneurship is an independent, initiative, persistent, in-
plemented on your own risk activity for production of gads, work pa-
formance, service provision and trade for profit.

Entrepreneurship is based on the following principles:

- free choice of activities;

- involvement of business property and funds of legal entities and
citizens;

- formation of an independent piogram of activities, the choice of
suppliers and customers, setting prices in accordance with the law;

- attraction and use of logistical, financial and other resources which
use is not prohibited or restricted by law;

- free recruitment of employees;

- free disposal of profit;

- an independent implementation of foreign trade activities by an e
trepreneur.

Entrepreneurship has a number of common features:

- mobility, dynamics, that is, the search for new ways of actiom4
tended to lead to success since thegre related with changes in products,
technology, consumers, product quality, price level,
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- freedom to find and select methods of economic activities in theirar
riety, it determines the relationship of business and the market;

- searching for the clients money, currency, material, links and contacts;

- entrepreneurship belongs to the relatively shortlived tactical meth-
ods of action and, therefore, it is not an economic strategy designed for the
long-term period,;

- entrepreneurship is carried out in condtions of high uncertainty;

- risk and liability, the threat of loss.

Countries with a market economy are characterized by a number of
general conditions of business development:

- stability of state and social policy, which is the source of the entrepr
neurs and investors' confidence that they will fall victim to shortterm politi-
cal decisions or companies;

- positive public opinion, that is relevant to entrepreneurship as one of
the most prestigious occupations in society, friendly response to business
failure;

- favourable tax treatment, providing effective incentives for opening
new businesses and expanding the existing ones;

- a well-developed infrastructure of entrepreneurship: innovative cen-
tres, advisorycentresand centresfor training of entrepreneurs;

- an effective system of intellectual property protection, which covers
not only inventions, but also all products, including new ideas, concepts and
methods of the business activity;

- reducing the reporting, facilitating rules of registration of newfirms.

In the emerging market major business entities continue to make state
owned enterprises. But the state monopoly property gradually gives way to
other forms of property.

In Ukraine, according to the forms of ownership the following types of
businesses may operate:

- a sole proprietorship based on the personal property of an individual,
and only hislabour;

- a family business based on the property and work of citizens of
Ukraine z members of one family living together;

- private company based on theproperty of a citizen of Ukraine, with
the right of labour hiring;

- a collective enterprise based on the ownership of th@abour collec-
tive enterprises, cooperatives, other public charter, public and religiousre
ganizations;
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- public municipal enterprise based on the ownership of the admirs-
trative -territorial units;

- state-owned enterprise founded on the basis of association of ppe
erty of different owners (mixed ownership).

Among the subjects of the economic activity small enterprises that
form the bass of small business are separately allocated. However, they
are not a special form of entrepreneurship. The main criterion, by which
the entity belongs to small businesses, is the number of employees, it will
vary depending on the industry or activity.

There are five main types of business entity in the UK and the USA

1. Sole trader or sole proprietor is when a business is owned and
controlled by one person who takes all the decisions, responsibility and
profits from the business they run.

Sole proprietorship business is suitable where the market is limitedpt
calized and where customers give importance to personal attention. This
form of organization is suitable where the nature of business is simple and
requires quick decision. For business where the c#pl required is small and
the risk involvement is not heavy, this type of firm is suitable. It is also oe
sidered suitable for the production of goods, which involve manual skill.

2. A partnership form of organization is one where two or more
persons areassociated to run a business with a view to earn profit. Persons
from similar background or persons of different ability and skills may join
together to carry on a business. Each member of such a group is indwid
ATTU ETTx1T AO OPAOANT RDBAADA AOAI-BRAD
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In a partnership firm, persons from different walks of life having ab
ity, managerial talent and skill join together to carry on a business. Thig-
creases the administrative strength of theorganization, the inancial re-
sources, the skill and expertise, and reduce risk. Such firms are mosttsui
able for comparatively small business such as retail and wholesale trade,
professional services, medium sized mercantile houses and small mancafa
turing units. Generally t is seen that manyorganizations are initially
started as partnership firms and later, when it is economically viable and
financially attractive for the investors, it is converted into a company.

3. A private company is a limited company that does not iage shares
for public subscription and which owners do not enjoy an unrestricted right
to transfer their shareholdings. The liability of its shareholding directors is
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limited in the event of the company being wound up. Many private companies
fall into category of small and mediumsized enterprises.

A small enterprise usually has not more than fifty employees andf-o
ten considerably fewer, a mediumsized enterprise not more than 250300.

4. Public Company or Public Limited company (plc) is one that canfe
fer shares and securities to the public and is quoted on the Stock Exchange.
Issued share capital (initial value of shares put on sale) must be greater than
Zuvmhnmnn ET darpdiatioA @ USA isGidilaritoplk in the UK.

5. The franchisor is the business which sells the right to another
business (franchisee) to operate a franchise. The franchisor may run a
number of their own businesses, but also may want to let others run the
business in other parts of the country.

A franchise is a license allowin@ distributor, trader or manufacturer
to sell or manufacture a particular product or service (Table 5.1).

Table 5.1z Advantages and disadvantages of types of business entities

Business entity Advantages Disadvantages

1. Easy formation
2. Better control

3. Prompt decision 1. Unlimited liability

2. Limited financial resources

Sole trader makmg e 3. Problem with continuity if a
4. Flexibility in ) :
: sole trader retires or dies
operations

5. Keep all profit

1. Easy formation
2.Larger resources 1. Have to share profits
3. Flexibility in operation | 2. Less control of business for

Partnership 4.Better management |individual

5. Sharing of risk 3. Disputes over workload
6. Protection of minority |4.Problems if partners disagree
interest concerning direction of businesg

7. Better public relations

1. Recognizedormal

structure

2. Limited liability 1. Formal structure
Private companies 3_.Ab|||ty to plqy f 2. Accounts available for public
(private limited dividends in lieu o inspection

salary 3. Certain level of bureaucracy

company) 4. Separation of personal4. More record keeping

and company assets 5. More legislation
5. Continuity of business
beyond theindividual
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Table 5.1 (continwes)

BUS'T‘GSS Advantages Disadvantages
entity
1. Limited liability
2. Contlr_lwty of existence 1. Costly and complicated to set
3. Benefits of large scale up
operatlon_ 2. Certain financial information
4. Profe_ssm_nal management must be made available for
: 5. Contribution to the society :

Public ) everyone, competitors and

companies through creation of customers included
employment, promoting : :

: : : 3. Shareholders in public
ancillary industries, etc. .
6. Research and Development | SO Panies expect a steady
It-is able to raise funds aF;]d " |stream of income from dividends
. : 4.Increased threat of takeover

capital through the sale of its
securities.
1. Tried and tested market
place, so should have a
customer base
2. Easier to raise money from |1. Cost to buy a franchise
the bank to buy a franchise 2.Have to pay a percentage of

Eranchisin 3. Given right and appropriate |your revenue to business you

g equipment to do job well have bought franchisor

4. Normally receive training 3. Have to followthe franchise
5. National advertising paid for |model, so less flexible
by a franchisor
6. Tried and tested business
model

Entrepreneurship is always organized in a certain way. There are
some organizational forms of business in Ukraine:

- investment and research firm, industrial parks, informationcentres
and exchanges;

- industrial enterprises, transport, customs, trade, cering and social
services;

- unions, associations, corporations and other business associations;

- banks, stock exchanges, auctions, trading houses, holding camp
nies;

- legal, audit, consulting, marketing, service, leasing firms, companies;

- business ettities: Company limited , Stock corporation , Holding,
Franchise, Production cooperative, etc.
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Company limited z is a society funded by one or few persons, the
statutory capital is divided into parts, the size of which is fixed in the statutes.
The partners of the society carry responsibility within their contributions.

Stock corporation z is the form of business ownership, which capital
statutes is divided into definite amount of shares with the same nominal
cost formed in shareholding

Holding z is the organization form of association when an individual
company does not have production enterprises, but it owns the control
packet of shares of other companies.

Franchise zis when a large known enterprise gives a small ente
prise the right to use the trademarkand technology for increasing the a-
thority and trust of consumers.

Production cooperative z is the voluntarily association of citizens
based on membership for a joint production or other economic activity,
which is based on their personalabour partici pation.

The official status of the entrepreneur is acquired through its regt
tration as a participant in selfemployment or as a company.

State registration of business is made in the state register by theer
gional executive committee, City Council at thplace of business or reis
dence unless otherwise stipulated by legislative acts of Ukraine.

For state registration of businesses in the relevant executive comtni
tee of the Council of People's Deputies of the following documents:

- the application entrepreneur (a registration form);

- the decision of the founder and charter if it is necessary to create
organizational forms of business;

- other documents (in the cases provided by law for certain organa
tional forms of entrepreneurship).

A certificate of regidration issued by the body that carries out the
registration, within one month. At the same time they are submitted to the
tax office and the body of the state statistical information on the subject of
a registered business.

Stages of registration of pharmaceutical companies (pharmacies) are:

1. State registration of business by the regional executive committee
(state register).

2. Registration in the statistical office.

3. Registration in the State Tax Inspectorate, the Pension Fundnk
ployment Fund, the $cial Insurance Fund in case of temporary disability,
Insurance Fund of an industrial accident.
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4. Getting permission for the manufacture of printing and stamps.

5. Opening a bank account.

6. Business licenses.

7. Permission for the object of trade in thecity administration.

According to the existing legislation subjects of @harmacy must be
licensed in the following spheres:

- pharmaceutical manufacturing of drugs,

- manufacturing drugs in pharmacies,

- wholesale of medicines,

- retail sale of medicines.

The term of license is unlimited. Licenses are issued by the State o
fice of medicines.

To work with narcotics, psychotropic substances and precursors the
separate licenses of the Committee the Drug Control Ministry of Health are
required. Production and sales of other pharmaceutical product rangent
cluding cosmetics, are not licensed.

There are such basic principles of licensing as ensuring equal rights and
legitimate interests of all entities; confirmation of the applicant to exercise his
responsibilities under this type of activity, protection of the rights and lawful
interests of citizens' health, environmental protection, establishing a uniform
procedure for licensing in Ukraine; publicity in licensing.

Means ofregulating the state's influence onthe activity of business
entities is a government order, state assignment, licensing, patenting and
guotas, certification and standardization, the use of standards and limits,
price controls and tariffs, investment, tax and other incentives, provision of
grants, compensation targeted investments and subsidies.

The State should exercise supervision and control over the business
activity of business entities in the areas of:

- storage and use resources and property;

- financial and credit relations, currencyregulation and fiscal reb-
tions;

- pricing and price, monopoly and competition, land relations, -
duction and operation; consumption;

- foreign trade.
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The mechanism of regulation of the pharmaceutical market includes:

- government regulatiorg throughthe budget, investment, monetary and other
forms of economic policy;

- supranational regulatiorg is carried out with participation of international-o
ganizations (e.g. WHO), the supranational bodies of the regional economic cammun
ties (such as the Eypean Union);

- marketregulationg carried out by means of competition, the dynamics ofrma
ket prices, the selbalancing of supply and demand, etc.;

- corporate regulatiorg large transnational and national manufacturing anel |
novative pharmaceutical conapies with complex marketing, computer technology
(Internettechnologies) are not only studying the massive demand, but also form it.

Direct administrative regulation is optional and effective in the implementation
of direct state control over the activis of business entities in the socially important
pharmaceutical area, for monopoly markets, the prevention of negative side effects of
market processes in the pharmaceutical market, the development and implementation
of national and sectoral new standaragc. Weighty forms of government regulation in
the pharmaceutical field is the licensing and pricing ofd#feing drugs, control over the
production, trafficking and use of certain drugs, to establish rules prescribing snd di
pensing of medicines, etc.

The most important mechanism of the business activity regulation is
a competition . Competition is an economic rivalry of separate producers
for market share and profits, receiving orders, achievement gains. ke
ever, it effectively limits the ability of each of the business impact on the
general conditions of circulation of goods in the market and stimulates the
production of those goods, which a consumer needs. The development of
free competition among businesses is encouraged by giving them orders
for the competitive award of contracts.

Deregulation is one of the priorities of reforming management of the
economy of Ukraine. It includes the following measures:

- simplification of procedures for establishment, registration and -
uidation of business entites;

- reducing the list of activities subjected to licensing and patenting,
the requirements of obtaining certificates and other permits for the buis
ness activity;

- limitation of checks and controls over the activities of business et
ties;

- simplificati on of customs clearance at expotimport operations;

- provide consistent and stable legal and regulatory business.
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5.2. TYPES OF BUSINES ACTIVITY THE IMPLEMENTATIONOF
BUSINESS TRANSACTICEN

In a market business appears in any economic sector and evesg-
terprise. And since any economic activity associated with typical phases of
the reproductive cycle (production z exchangez distribution z consump-
tion), such types of business as thendustrial (production, manufactur-
ing), commercial andfinancial are distinguished.

Manufacturing businesses are mainly distributed to production and
consumption of goods and services, commercia to their exchange, and
financial z circulation, the exchange of value.

In the manufacturing business the production function is rajor and
the sales of products play the secondary role. Organization of industrial
business should be considered to be expedient concerning the financial-p
sition if it has the annual income of at least 1:20% of the expenses.

In the industrial enterprise an entrepreneur initially elects the form
of production activity, in other words, outlines what goods or services he
intends to produce. Then he comes in contact with potential customers,
buyers of goods or their representative purchasing, trade organizeins to
identify needs in the product and demand for it. In other words, entrepa-
neurship involves marketing activities. This first phase of transactionse-
ceives legal clearance in the form of a contract between the employer and
the prospective buyer of he goods, although the conclusion of such o
tract is not always the case. In some cases, a entrepreneur starts a tragzsa
tion without a formal agreement with another party, then performs in the
role of a buyer and consumer of goods. In this case, the busas risk n-
creases significantly.

As a result of industrial and business activities and the corresponding
transaction there is the sale of a certain amount of goods produced to a
buyer and cash is reserved (Fig. 5.1).

Exchange of goods for money is theoommodity-monetary, comme-
cial procedure. This is a relatively independent sales transaction accormayp
nying inevitably the production business, except the cases where thae
trepreneur himself consumes completely the goods produced.

The financial, monetary resilt of the industrial business and the co
responding transaction is characterized by profit. There are gross (lba
ance) and net (residual) income of an entrepreneur.
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Stagesof business tra nsactions

Types ofthe business activity
|

Industrial Commercial Financial
1. The choice of the 1. The choice of goods 1. Market analysis and
type of goods or (services) for commerce marketing activities.
services 2. Analysis of the market 2. (btaining the
2. ldentification of 3. Determination of the information about
needs for goods and price for goods (servces). potential customers,
demand for them 4. Galculation of the cost currency exchange
3. Reparation of a of the commercial rates, the credit
contract between a business, sale of goods percentage, etc.
trader and the future and receiving of cash 3. Sle of money,
buyer of the goods 5. Identification of currency, securities
(the step is optional); business profits 4. Receivingof cash
4. Sle of goods and 5. ldentification of
receiving of cash profit
proceedsfor them.
5. Identification of the
enterprise profit.

Figure 5.1z Stages of business transactions

Gross profit represens the amount of money that remains after the
payment of an entrepreneur for all his expenses, but before paying taxes.

Net income is determined by deducting taxes and mandatory corr
butions to the budget from the gross income.

Financial performance of themanufacturing business, its profitability
is usually estimated by the ratio of the net profit to total production costs.

The commercial enterprise is characterized by the fact that a ae
tain role is played by commoditymoney, trade and exchange transactits.
That is, the main thing in it is the deals with reselling the goods and 1se
vices. Commercial businesses may be advisable if they provide the net
profit at least 20-30%. Such high demand is due to a significant level of risk
inherent to a greater extentto this type of business

The main content of the commercial business transactions is sale or
resale of goods and services (Fig.5.
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Implementation of a commercial transaction begins with the choice of
goods (services) for commerce. This takes into accotutwo basic require-
ments:

- the sales price of the goods to be significantly higher than the pu
chase price;

- there must be the demand for this type of the product, which is
enough to sell it in the scale of the planned transaction.

Thus, the first stageof a commercial transaction is the market angt
sis, which is resulted in the suggested volume of purchases and sales of
goods. If the preliminary analysis and forecast of data are in favor of a
commercial transaction, then the second phase staristhe development of
a business plan, which includes a program of actions to implement the
transaction, calculation of costs and benefits.

The financial entrepreneurship is a special kind of the commercial
enterprise since a specific commodityz money, currency, gcurities z
serves as the object of sale, and, consequently, the transaction

This type of activity is appropriate if for the transaction calculated up
to one year the estimated profit is not less than 5%, and for longderm
deals it is 1015%.

The generd scheme of financial business transactions is similar to the
pattern of a commercial transaction. Its first stage is also the market anal
sis and marketing activities related to searching, identifying and attracting
of potential customers, money, currencysecurities, finding out the source
of their receipt.

As a stage of a financial transaction one may consider obtaining the
information about potential customers, the currency exchange rate, the
percentage of the loan, the terms of the financial and creditansactions
and the order of their registration, the sources of resources required to the
entrepreneur.

The main, the final stage of a financial transaction is the sale of
money, currency, securities. For the effective transaction one must ear
fully chedk the financial solvency of a buyer, establish a possible bail, e
tify the guarantor, who agrees to stand bail for the buyer.

The result of a financial transaction is receipt in cash, which should
be sufficient to cover all expenses and profits (Fig. b.
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5.3. PLANNING FOR BBINESSTHE CONCEPT OF A BUIMESS PLAN,
ITS STRUCTURE

The business plan is a complex plan of development of a company
and along with the financial reporting it is justification for investment. The
business plan based on the strateg development allows to:

- see the weaknesses of the strategic plan before the start of it®-i
plementation, make the necessary adjustments and avoid financial failure;

- establish the plan for all functional areas and ensure their relatio
ship;

- assess e potential technical, resource and financial capacity of the
enterprise;

- evaluate the effectiveness of the chosen way of development, ptefi
ability and return on invested funds;

- provide flexibility, mobility and quick response to the need for e-
structuring under the influence of external factors.

The purpose of the plan is, first and foremost, to give leadership of
the company the most complete picture of the firm and its development
opportunities. In addition, a thorough study of the business plan mvides
confidence for future investors in their investments and, last but not least,
trust to the management company. The composition, structure and volume
of the business plan is determined by the specific type of activity, the size
of an enterprise, marlet size, the presence of competitors.

The business plan typically includes the following sections:

1. Summary z a brief and a clear result of the business plan. It ne
tains data that give an idea of the project as a whole: the purpose and
strategy of the business, product uniqueness, market potential, financial
presentation of the project, volume, directions of using, the term of finan
ing, frequency, duration and method of repayment, the composition of the
management team.

2. Brief information about the e nterprise (business) z when and
why the company created, what it does, what features are its products or
business ideas, management team (top management of the firm, exper
ence of its past performance) market opportunities (information concen-
ing the capady and trends of the market development for products and
services of the company) technology and products that provide a compet
tive advantage at the market, financial projects (plans for sales and profits
over the next 23 years, the main items of expeniture and overall bd-
ance).
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3. Description of goods or services Zz goods or services for sale and
area of application, the purpose of the product improvement, the potential
(the strengths of the products that provide competitive advantage).

4. Market resear ch and analysis z the facts that prove that the
products are competitive, potential customers, the motives of their pu
chases (price, quality, service, etc.), size of the market and its trends (ma
ket forecast for 35 years and its potential segments of t main groups of
customers), competition (strengths and weaknesses of competitors' pth
ucts from the standpoint of price, quality, service), sales forecast, the main
potential customers (forecast sales for the first yeax quarterly).

5.Marketing plan z the general marketing strategy, sales and service
policy, advertising strategy, methods of working with groups of customers
who will be subjected to the trading activities of firms, pricing (justification
for product prices and comparing them with the price of competitors, the
difference between the cost and selling price, the impact of policy prices
increase and expansion of the market); own channels of sales, services,
trade intermediaries and other channels, their annual turnover, service
and warranty services, provision of marketing (advertising production
plans for publication, participation in exhibitions and direct contact with
customers).

6. Production plan z the location of production (as far as it is co-
venient for connections with suppliers and cgtomers, availability for
transport, it is convenient for the state or the locality), equipment (mét-
ods of purchase and cost), production strategy, production process and the
system of production planning, quality control production, organization of
supply (providing the optimum ratio of the raw material, intermediate
products and finished products),labour (the quantity and quality of man-
power, personnel training activities).

7. Financial plan z start-up capital (the size of the initial capital e-
quired and its sources), the flow of funds, at least two years, the first year
of a financial plan drawn up by month, the seconga quarterly basis.

8. Development strategy (risks and problems) z the basic assump-
tions, on which a business plan is based, the nega factors and the risk
(analysis of strengths, weaknesses, opportunities and threats for thene
terprise).

Adopted to implement the business plan is constantly refined, taking
into account changes in the external and internal factors.
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5.4. BUSINESS RISKND WAYS TO REDUCH | BANKRUPTCYTHE
ELIMINATION OF BUSINSS

Implementation of business is a risk, which is called economic and
entrepreneurial. In the general sensejsk is a threat, a danger of damage.

Economic and entrepreneurial risk is the risk that arises in any a&-
tivities associated with production of goods, services, and their realization,
commodity-monetary and financial operations, commerce, implementation
of socio-economic and scientifictechnical projects.

Since in these activities materigllabour, financial and informational
resources are used, there are the risk associated with the threat of e
plete or partial loss of these resources.

In other words, the risk is the threat that an entrepreneur suffers
losses in the form of additional spading over and above the forecast -
vided, the program of his actions, or receive revenues below those on
which he relied on.

Entrepreneurial losses are a random, unexpected reduction in
business profits. In Fig. 5.2 there are the major types of losses.

/ Types oflosses

Financial Labor

Special Material Lossof time

Figure 5.2z Types of business losses

Material losses are revealed in the kinds of unexpected additional
costs or direct loss of equipment, property, goods, raw material, energy, etc.

Labour losses are the loss of working time due to random, unfae-
seen circumstances.

Financial losses are direct monetary damages associated with ns
foreseen payments, fines, payment of additional taxes, loss of money and
securities, debt defaults. Special types of monetary damages are related
with inflation, changes inthe exchange rate of the national currency, the
additional removal of the enterprises money in the state or local budgets.
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Loss of time occurs when the process of the entrepreneurial activity
Is slower than planned.

Special types of losses may be in the brm of damage to health and
life of people, the environment, the prestige of an entrepreneur and, as well
as due to otherunfavourable social, moral and psychological consequences.

When determining the business risk only the random losses, which
cannot be directly predicted and, therefore, are not accounted for in a
business plan, are considered. The sources of these losses are most often:

- political factors revealed in the increase of tax rates, the introdu
tion of compulsory contributions, changes in cotractual terms, the alien-
ation of property and cash flows for political reasons;

- natural disasters, theft and racket;

- imperfect methodology and incompetence of persons who make a
business plan and carry out the calculation of income and profits;

- dishonesty and failure of companions, etc.

With development of market relations the entrepreneurial risk and
associated losses are inevitable. Therefore, the entrepreneur should not
avoid risk, but anticipate it trying to reduce it to the lowest possible level

Ways to reduce risk are to diversification, buying insurance, hedging,
and getting more information about the choice and results.

Diversification is distribution of efforts and investments among a
variety of activities that are not related to the main poduction and their
results are not directly connected.

Insurance business is carried out by insurance companies through
the sale of insurance policies. At the same time they unite risky operations
at a large scale and create an insurance fund.

Insurance contributions are set higher than expected losses because
insurance companies must pay their own administrative and staff costs.
Therefore, some entrepreneurs prefer selinsurance as a way to avoid risk.

The role of the information values increases too. Vpically, dea-
sion-making in conditions of uncertainty is based on the limited access to
information. If the information is more available, entrepreneurs can make
the best estimate for the problem to be solved and reduce risk.

In the process of business th entrepreneurs are not insured against a
possible harm to anyone's interest, whether they are the interests of ¢it
zens, enterprises, institutions, organizations or the country. In this case, an
entrepreneur bears the property or other statutory responsihlities.
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As a general rule, a debtor is obliged to compensate his creditor for
losses in full. If the property belonging to him is not enough to cover the
debts and there is no way to financial recovery of the company, the hus
ness entity at the request ofthe creditor, as well as the prosecutor and
other statutory bodies can be declared a bankrupt by the economic court.

In the general understanding,bankruptcy is the financial failure of
legal entities, individual entrepreneurs and citizens who are unablé& pay
creditors on debt obligations and continue normal activities.

According to the analysis of the entrepreneurial activity the main
causes of bankruptcy are:

- incompetence (managerial and service);

- unbalanced experience of a business entity, beingraxperienced
manager a person may be an inexperienced businessman;

- the lack of experience in financial operations, the inability to esta
lish and maintain business relationships and contacts.

The entrepreneurial activity can be stopped by the own initiive of
the entrepreneur. As a rule, the reason for voluntary termination of bus
ness activities is the lack of interest in its continuation. In the same manner
the specified activity stops in the case of the license expiration.

5.5. ENTREPRENEURSHIP INHE FOREIGN ECONOMIBCTIVITY

Foreign economic activity is the activity business entities of Ukraine
and foreign business entities based on the relationship between them,rea
ried out both in Ukraine and abroad.

This activity is performed in the form of aforeign economic contract,
which is a specific kind of business agreement.

All subjects of the foreign economic activity should have equal rights
to exercise any of its forms, which are not explicitly forbidden by the law
regardless of the ownership.

The regulation of the foreign economic activity is intended to protect
the economic interests of Ukraine and the subjects of management, the @re
tion of equal conditions for business development in this area, encourage
competition, monopoly and restrictions setby the state, corporate, gover-
ments, business entities, nofgovernmental organizations (trade, foreign &-
change, stock exchanges, chambers of commerce and associations). Tl bo
ies of the state regulation of the foreign economic activities in Ukraine athe
Verkhovna Rada (Ukrainian parliament), Cabinet of Ministers, the National



162 Management and Marketing in Pharmacy. Part Managementin Pharmacy

Bank, State Customs Committee. Special functions in monitoring and regula
ing the foreign economic activities are performed by the central bodies of the
state governance, suchsathe Ministry of Economy, the Ministry of Commerce
(formerly z the Ministry of Foreign Economic Relations and Trade).

The types of foreign business activities include:

- export and import of property and manpower;

- providing services to foreign subjectsof business activity by the
Ukrainian business entities, including production, brokerage, consulting,
agent, auditor, etc., providing services to foreign business entities by Isu
jects of the foreign economic activity of Ukraine;

- scientific, technical, irdustrial, educational and other cooperation with
foreign business entities, education and training on a commercial basis;

- international financial transactions with securities in cases stip-
lated by the laws of Ukraine;

- credit and payment transactionsbetween the subjects of foreign
trade and foreign business entities, creation of bank credit and insurance
institutions outside Ukraine by the subjects of the foreign economic aeti
ity, creation of the institutions mentioned on the territory of Ukraine by
foreign subjects of the economic activities in cases provided by the laws of
Ukraine;

- joint venturing between the subjects of foreign trade and foreign bus
ness entities, including joint ventures of various shapes and forms, joint bus
ness operations andoint ownership of property both in Ukraine and abroad.

An important role in the economic development of countries belongs
to foreign investment. Foreign investment is a property investment in the
country's economy by foreign entitiesz foreign governments, individuals
and legal entities in order to obtain the material or nonmaterial values.

Foreign investors have the right to invest on the territory of Ukraine
in the form of foreign currency, which is recognized as converted by the
National Bank of Ukraire, any movable and real property and related
property rights, other assets (property), which according to the law are
recognized by foreign investment. Prohibition or limitation of any kinds
and forms of foreign investment can be carried out exclusively the law.

Foreign investors have rights to perform all types of investment in
the following forms:

- participation in economic organizations, which are created with the
domestic legal entities or citizens, or acquire shares in existing business
organizations;
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- establishment of foreign businesses in Ukraine, affiliates or other
subdivisions of foreign legal entities, or acquisition of existing enterprises;

- acquisition of direct real or personal property, which is not prohb-
ited by the laws of Ukraine, oracquisition of shares or other securities;

- purchase of their own or with the participation of citizens or domes-
tic legal persons the rights to use land and natural resources in the tesr
tory of Ukraine;

- economic activities on the basis of product shamnig agreements;

- acquisition of other property rights.

5.6. BUSINESS AND SOCIAESPONSIBILITY. BUBSNESS ETHICS

Social responsibility implies a certain level of voluntary response to
the problems of society and its members from the organization. Thisef
sponse is related to what lies outside the requirements defined by law or
regulatory bodies. Fig. 5.3 shows the hierarchy of social responsibility of an
organization depending on the degree of voluntariness of its actions.

Leadership

Foresightof new requirements

Determination of public expectations

Figure 5.3z The hierarchy of social responsibility

The law establishes a certain level of social responsibility for bus
ness, which is obligatory for implementation: the minimum wage for hired
workers, control of the environmental pollution, prohibition of discrimina-
tion in any form, etc.

The first stage of the hierarchy of social responsibility includes not
only legal compliance, but also recognition of the existing society's expeaet
tions by the organization.
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The second stage involves a significantly higher level of socia¢-r
sponsibility, since it includes prediction of new social demands, before they
find a clear form of expression in the public thought.

The third stage of the hierarchy of social responsibility requires that
the organization or its management are leaders inreating new forms of
business and respond to social needs of society.

In the general understanding,social responsibility is activities of
organizations responsible to the society that promotes improvement of
management of social processes.

Currently, there are two points of view on how organizations should
conduct to be socially responsible.

According to the first one an organization is socially responsible
when it maximizes profits being at the same time in a legally restrictedab
sis. By doing so, the ormgnization performs the economic function of po-
duction of goods and services required for the society while providingis
multaneously the work for people.

From another point of view, the organization in addition to the e-
sponsibilities of economic and legatharacter must take into account h-
man and social aspects of the impact of its business activities on emplo
ees, customers, community structure, and make some positive contribution
to solving social problems in general.

The difference of opinion gave riséo numerous arguments "for" and
"against" for social responsibility in business (Table 5.2).

Despite credibility and validity of both positions, there is a clear @
vantage infavour of the concept of social responsibility. Adherence to the
principles of social responsibility in business brings very tangible results to
organizations. Leads to improved social conditions and living standards of
workers, strengthening relations with the community, among which there
are their clients, customers, business partmg, and to sustained social si-
bility in society as a whole, which is an important condition for effective
implementation of the business.

Social responsibility of business today involves responsibility to the
employee, the environment, consumers and sodieas a whole.

Responsibility to the worker is in that the entrepreneur is obliged to
provide conditions, health and safety, payment not below the minimum level,
as well as other social benefits, including social and health insurance, as well
as social searity in accordance with the current law. In case of disability, the
employer provides the victim reimbursement provided by the law.
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Table 5.2z The list of arguments "for" and "against" for social
responsibility of business

Arguments for social responsiblity

Arguments against social
responsibility

1. Favourablelong-term prospects for
the business (profit incentives by
creating an attractive image of the
company by the consumer)

1. Contravention of the principle of
profit maximization as a consequence
of diversion of resources for social
needs

2. Changing needs and expectations 0
the general public (the consequence of
reducing the gap between the new
expectations in the society and the
actual response of the enterprise)

2. Expenditure on social inclusia to
increase business costs and ultimately
contribute to higher prices

3. Availability of resources to help
solving social problems

3. Insufficient level of reporting to the
public (with the market system
economic performance of enterprises
is well controlled and their social
performance is controlled badly

4. Moral obligation to behave socially
responsible (a company is a member g
society, it must contribute to
strengthening of the moral
foundations)

4. The lack of skills among the staff in
business tosolve social problems (as
opposed to professionals working in
the relevant public institutions and
charitable organizations)

Social responsibility in the field of employment provides elimination
of discrimination due to ethnicity, race, sex, age, relign, disability or other
characteristics. The differences in the work provided, and therefore, its
payment may be due only to the skills, education and professional training
of the employee.

The entrepreneur is obliged not to cause damage to the environment
For any loss or damage, the employer bears responsibility established by
the law. Through support and funding of healthcare entrepreneurs ¢
tribute to implementation of national actions to improve the health of the
population.

Among other forms of soal responsibility in healthcare the purchase of drugs
and sophisticated diagnostic equipment for hospitals, construction of medical and
recreational complexes, sponsorship of medical treatment abroad, trainingrand i
provement of the medical personnel in @chtional institutions of highly developed
countries, etc. are very common.
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Active actions of the public encourages businesses concern more-r
sponsibly to consumers. In civilized countries with the market economies,
consumers have the right to safety whemsing the products and services.
For this purpose special organizations and committees on consumer @
tection are almost universally created. In some countries, in particular the
USA, companies have their own departments of Consumer Affairs fornco
sideration of their complaints. Most of the companies in economicallyed
veloped countries make extensive use of feedback from customers, helping
them to correct past mistakes and make decisions about new products and
services based on the information obtained from consumers.

The social responsibility of enterprises of the pharmaceutical profile includes a
number of aspects, including:

- compliance with state regulations concerning the professional responsibility
of pharmacists;

- maintaining an adequate level bgalth of the population with the appropr
ate drug provision;

- development of the production base of pharmaceutical industry;

- development of environmentally friendly technologies for drug manufacture;

- expansion of research to create drugs of domestigin;

- attraction of foreign investments and their effective use in development of
production and marketing areas in the field of pharmacy;

- providing of the citizens of Ukraine with drugs and medical productg-in a
cordance with the doctor's prescripins for as much as possible available prices;

- free drug provision of certain categories of epdtients;

- providing of the therapeutic efficacy of drugs on the basis of biopharmace
tical, toxicological and clinical trials;

- quality assurance of medi@s in accordance with the requirements ofesp
cial norms with respect to authenticity, purity and the quantitative content

Along with social responsibility compliance with ethical standards in
business is not less important requirement an entrepreneur.

The word "ethics" comes from the Greek "ethos", which means "dha
acter”, "custom".

Business ethics as a form of professional ethics is the system ls-
haviour in business. It is compliance with business ethics that makes hLus
ness the most efficient and protfiable. In the market environment, ethical
behaviour of companies is one of the most powerful factors in formation of

the positive image, which, in turn, leads to commercial success.
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Business ethics consists of a number of aspects. They are the ael
tions between companies and the state, between producers and consu
ers, traders and customers, business partners, competitors, as well as-b
tween employees within the company.

Any human activity, including entrepreneurship, has ethical and legal
criteria and frameworks. Laws developed by the state allow the community
to enforce its will, which concerns the moral parameters of business. Me
ever, when simply following the laws it is not always possible to perform
all socially accepted ethical standards simultaneously

The foreign press or special business publications regularly givexe
amples of unethical business of specific companies and firms, which agti
ity, while being not the violation of law, nevertheless is qualified as uneth
cal as it is in conflict with the noral and ethical norms of the society.

Most often, problems of the ethical nature arise in business relations
with customers, competitors and partners.

The ethical side of the entrepreneur’s relationship with consumers is
the adequacy of advertising messagp, packaging, labels, trademarks, the
true characteristics of the prices for goods and services.

In this regard, employers must first submit to the demands of ope
ness of information regarding their activities. They are obliged to publish
their articles of association, the address, the name of the company, brand
(logo, trademark and products advertising ). Thus, consumers and other
market participants will know "who" is "who" at the commodity market. In
addition, it reduces the risk of acquiring an anonymos product of ques-
tionable quality.

The absence of such information, as well as the contradictioneb
tween the subject of the activity and the published documents can be suff
cient grounds to recognize the economic entity to be incapable.

There are strict rules as for the competition between businesses. The
competition policy is one of the main conditions of business ethics. Its main
objective is to ensure equal conditions of competition without allowing the
substandard methods of competition, such as indusal espionage, bribery
and hiring away of employees of the competing firm, the false negotiations
in order to obtain secret information, etc.

Ethical rules in relationships of competitors prohibit the abuse of
dominant position at the market and agreemerg aimed at setting mong-
oly prices, introduction of dumping prices, market division and discrimim-
tion against competitors.
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There are many ethical criteria of the civilized business, but honesty
and integrity of business relations occupy a special place.dvket relations
are based on trust between partners, high demands for themselves and
others, the sense of duty. For the entrepreneur his word is the law. In the
USA and Japan the mulmillion dollar deals are made over the phone and
no one doubts their rdiability. The most important criterion for evaluating
the business ethics is a mutual desire to continue business contacts.

The desire for a successful business encourages organizations to take
various measures to improve the characteristics of ethical cmluct of em-
ployees and administration officials. These measures include development
of ethical standards, establishment of ethics committees, conducting ab-s
cial audits and training for ethicalbehaviour.

Ethical standards describe the system of shared lses and rules of
ethics, which, according to the organization, it employees should keep to.
Ethical standards reflect the goals of the organization and promote a no
mal ethical atmosphere within the organization and in relation to the x-
ternal environment.

Many firms and companies compile the developed standards in codes
of ethics for their employees. Thus, they proceed from the fact that the
highest ethical standards will ensure high profits for the business; honest
and fair attitude to employees, supplies, customers, partners leads to
more stable, longterm and more profitable activities.

On the other hand, bribery, extortion, gifts to the interested persons,
fraud, use of information obtained in a confidential conversation, illegal
acts in the interestof the company, etc., are prohibited by ethics.

A great importance for the conservation of the ethic atmosphere in
the team is paid to analysis of the conflicts that arose because of violations
of ethics and the resolution of which requires adherence to bical stan-
dards. Most often this refers to the issues of protectionism, discrimination
and unfair attitude to employees.

Ethics committees are established to assess the daily activities from
the point of view of ethics. As a rule, the committee members aenior
managers. Sometimes committees are replaced by a specialist in business
ethics, whose function is to develop judgments on ethical issues related to
the activities of the organization.

Teaching ethicalbehaviour of managers and ordinary employees &
sumes acquaintance with the ethics of business, increased susceptibility to
potential ethical problems of the organization, etc. In most Western cod
tries the business ethics is included in the curricula of schools of business,
college, institutes and uniersities.
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Therefore, the study of business ethics is of particular importance
and relevance. Good focus on these issues will ensure the efficiency aad r
liability of commercial intentions in all areas of business and shield them
from potential problems.

Questions for out -of-class work

1. Give the definition of entrepreneurship.

2.What are the general conditions of business development?

3.What are the principles of business?

4.List the common features of business.

5.What are the main organizational fams of businesd

6. Give the characteristics of the existing business activities.

7.Give a definition of "entrepreneurial deal."

8. What are the characteristics of the entrepreneurial activity in pha
macy?

9.What is the state support of entrepreneurship Ukraine?

10.What is the procedure of the state registration of business?

11. What is the procedure and conditions for issuing licenses to carry
out business activities in the field of pharmacy?

12.What is the purpose of a business plan?

13. Give the baic structure of the business plan and describe briefly
each of its sections.

14.Define the business risk and provide ways to reduce it.

15. What are the types of business losses? Describe how theyeare r
vealed.

16.Describe the types of the foreign ecaniz activity.

17.What is the essence of the social responsibility of the organization?

18.What are the main arguments "for" and "against" for social regpo
sibility?

19.Name the main areas and forms of social responsibility of the entr
preneur.

20. What is the social responsibility of enterprises in the pharmaceut
cal industry?

21.Define the concepts of "ethics" and "business ethics".

22.What is the essence of the ethical standards of business with respect
to consumers, competitors, partners, etc.?
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Tests

1.What concept is characterized by the definitio® is an independent,
initiative, persistent activity implemented on your own risk and directed to
production of goods, work execution, service provision and trade for péfit

2.Complete the list btypes of the business entity:
A.Sole trader

B.Partnership

C.Private company

D.Public companies

E...

3.What form of business ownership does the definiti@®:is the form of
business ownership, which capital statutes is divided into definite antaafn
OEAOAO xEOE OEA OAIi A TTTETAI AT OO A

A. Stock corporation

B. Company, Ltd

C. Holding company

D. Command society

4. A pharmaceutical enterprise after the state registration should open
the balance. Which document ot required for opening the balance by the
enterprise as a legal entity?

A. Copy of statutes

B. Certification of the state registration

C. Application of the balance opening signed by a chief accountant

D. The copy of the document confirming the tax ggstration of the
enterprise

E. A card with the signatures of those who will control the finances

5.Which document is not given for the state registration of a physical
person?

A. Registration card

B. Document that confirms paying in a registration fee

C. Copy of the certificate about inclusion of an applicant in the State
register of physical persong payers of taxes

D. Copy of the certificate about conferment of the identification number
of a citizen



Chapter 5 Management and entrepreneurship 171

6. Shareholders have a discussion about their liiglyifor breakage. Which
kind of liability for breakage do shareholders of the joistock company have?

A. In the double sum of investment

B. In the cost of the shares belonging to them

C. According to the contribution and their property

D. The risk is alsent

E. Unlimited and united

7. The organizational form of association when an individual company
does not have production enterprises, but it owns the control packet of shares of
OEA 1T OEAO Al i PATEAO EO AAI 1 AAS

A. Conglomerate

B. Trust

C. Holding

D. Syndcate

E. Cartel

8. Complete the list of the business activity types:
A.Industrial

B.Commercial

C.8

9. Which public authority have the right to issue licenses for production
and sale of medicines?

A.Executive Committee in the place of location of a buess entity

B.Tax authorities

C.Ministry of Public Health of Ukraine

D.Ministry of Economy of Ukraine

10.Match the funding sources of entrepreneurship:

A. Internal

B. External

a) funds of the entrepreneur and his partners in the statutory fund

b) banks

c) venture firm

d) funds received as a result of the entrepreneurial activity

e) funds received from the rental and sale of property of the company
f) funds
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11.Match the concept and the essence:

A. Leasing

B. Factoring

C. Franchise

a) sale by the entepreneur the right to collect debts agents for
commercial transactions from future contracting

b) transfer of machinery, equipment, means of production and fixed
assets to the longterm lease

c) provision of rights to manufacture, sale of goods (servicesy
creation of business and technology companies under the brand name to the
entrepreneur

12.What concept does the definitioi®..z formulated by an entrepreneur
the way of obtaining profit considered by him as the foundation of busin@ss?

13.Complee the list of the main parts of the business plan:
A.Summary of the enterprise (business)

B.Description of products or services

C.Market research and analysis

D....

E.Production plan

F.Management and organization

G....

H. Development strategy (risks and problems)

14.What concept is characterized by the definitio® the risk that arises
in any activities associated with production of goods, services, and their
realization, commoditymonetary and financial operations, commerce,
implementation of ®cio-economic and scientifitechnical projectg?

15.Complete the list of entrepreneurial losses:
A.Financial

B. ..

C. .

D.Special

E.Losses of time

16.Complete the list of ways to reduce the business risk:

A.Insurance

B.Hedging

C.Obtaining reliable and complete information about the choice and
results

D....
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17.What concept does the definitioi®.8he financial failure of legal
entities, individual entrepreneurs and citizens who are unable to pay creditors
on debt obligations and continue mmal activitiesocorrespond to?

18.What concept is characterized by the definitio® the activity of
business entities of Ukraine and foreign business entities based on the
relationship between them, carried out both in Ukraine and abragd

19. What type of the foreign economic activity does the definiti@: it is
a property investment in the economy of the country by the foreign subjects of
management with the purpose obtaining the material or nematerial value®
correspond to?

A. Export

B. Import

C. Foreign investment

D. Joint venture activity

E. Consulting

20.According to which document import, export and transit of narcotic
drugs, psychotropic substances and precursors are carried out in Ukraine:

A.License

B. Certificate

C.Patent

D.Letter of attorney

21.What concept is characterized by the definitio® is responsible to
the society activities of organizations that promote improvement of
management of social process®s
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CHAPTERG
MANAGEMENT OF HUMARESOURCES AND PERSEL
OF ORGANIZATI®. LABOURRELATIONS AT THE MARET

This chapter is devoted to the efficient management of humanres
sources and the staff in the organization. The material presented covers the
principles of formation and development of human resources, the pharas
ceutical education system in Ukraine, the basic concepts of group dyma
ics, formal and informal groups, problems of conflict management, stress
and changes, the role of ethicddehaviour of managers and workers at the
enterprises of the pharmaceutical profile, metlbds and forms of legal reg-
lation of labour relations in organizations.

6.1. CHARACTERISTICOF HUMAN RESOURCENA THE PERSONNEL
OF THE ORGANIZATION

First, the term wman resource® was introduced by academician
S.Strumilin in the beginning of the twentieth century.

Human resources are part of the country's population, which by age
and the state of health is capable of work. The structurabour resources
include the ablebodied population of the working age (in Ukraine it is pe
sons aged 1659, excep non-working disabled groups | and Il and retired
at a reduced list); and working teenagers under the age of 16.

Changing the workforce (recruitment, retirement and natural in-
crease that are not associated with migration of the population is called
the natural movementof labour.

Human Resource Managemens an integral part of economic man-
agement.lt is aimed, firstly, at meeting theneeds of the economyor skilled
workers, and secondlyat ensuring full employment of the working popula-
tion and its optimal distribution between sectorsand across the country
and, thirdly, at the effective useof labour resources.

The system ofthe human resource managementas well asany other
systemhas a hierarchicalstructure. The mainsubject of managemeng the
state z developsa set of economicand institutional measuresaimed at the
planned formation of human resources distribution, redistribution and use
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implementing them through the appropriate authorities at various levels.
In Ukraine they are the Ministry of Economy, Ministry of Labour and Social
Policy andthe regional administrations of labour and social protection of
the population at the state administrations.

The sectoral structure of the human resource managementepart-
ments and divisionsis presented bythe ministries and departments, en-
terprises and organizations of the same name.

Management ohuman resources pharmacyis carried ouby the pharmacei-
tical authorities of both generaland sectoriacompetence.The latter include thée-
partment of the Personnel PoligyEducation and Science at tMinistry of Health of
Ukraine,at the regional levethey arepersonnel serviceat the state administration
departments of public healthpharmaceuticaldepartmentsor other bodieswhich
delegatedmanagemenbf pharmacy of the regiamt the enterprise levehere arethe
personnel serviceand structures of various sizeslepending on theworkload and
specificityof a business entity

The level othe pharmaceuticattaff in Ukraineis lower thanin other courries.
The indexhumber ofpharmacister 10thousand of the populatiots inJapang 11.8
Australiag 8.6, Poland¢ 4.3, Finland¢ 10.6, Belgiumg 9.9, Italy ¢ 7.7, Spaing 6.2,
United Stateg; 5.6, Ukraineg 3.5. At present Ukraindias about43 thousarml people
with the pharmaceuticadéducation 43%of themare pharmacists

Problems of employment of the personnel . Formation and devé
opment of market relations are associated with significant changes in the
use oflabour, movement of manpower, a significat excess of supply over
demand; all these factors stipulate the existence of such category as the
bour market.

The main functions of thelabour market are to establish and mai-
tain an elastic matching between demand and supply tdbour, the propar-
tional balance between jobs and the working population, the rational réa
location of labour resources across industries and regions, regulation of
the optimal value of the price ofabour, etc.

The most important sphere of labour market regulation is employ-
ment. Employment is a general economic category, which reflects the pu
lic system of work, conditions of employment, mutual relations between
people in their participation in social activities.

The employment policyis carried at the state leveland at the lewel of
individual enterprises and corporations.
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The state policyof employmentis to activity carried out by the spe-
cial servicesof the state activitiesaimed at regulating elements of the la-
bour market.

In economically developed countries the nationalemployment ser-
vices appeared in the 20-s of the twentieth century. They have specific
functions and tasks including:

- research of thelabour market (quantitative and qualitative analysis
of the employment situation of the labour market, determination of pro-
spectiveprofessions, etc.);

- collecting and accumulatingthe necessary information aboutvacan-
cies, thenumber and composition ofthe unemployed

- assistingjob seekersin employment in accordance with their quali-
fications, abilities, capabilities;

- assistancein finding workers to fill job vacancies at the enterprises;

- providing career guidanceservices;

- assistance in getting the jobprofessional developmentand training;

- assistance in creation of new jobsdevelopment of measures to
overcome the loss of jobsdue to restructuring, technical modernization of
production;

- providing the work for the personswith reduced working capacity;

- providing financial assistance for developmentf entrepreneurship;

- providing the information to the public concerning the state ofthe
labour market, demand for certain professions,the possibility of their re-
ceiving, etc.

To characterize thelabour organization the term (personneldor (3taffo
Is usually used Staff (personnel ) of the enterprise is a complex ofperma-
nent employeeswho have receivedthe necessaryprofessional training and
(or) have thepractical experienceand provide the activities of a business &-
ity .

Depending on thefunctions the personnel of the companyis divided
into different groups:

1. By category managers workers, employees security, etc.

Managersz are employeesoccupied managerialpositions at the en-
terprises, and their deputies They are directors, supervisors, as well as
senior staff (chief accountant chief engineer, chief ecomaist and others).

The specialistsare employees whoperform specialtechnical, economic
and other works, in particular: economists, marketing consultants, accoun
ants, inspectors, sociologists, psychologists, technicians, advisors, etc.
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The compositionof security includes security and fire servicesof the
companies.

Workers (employeeg are the category ofthe personnel that is d-
rectly engagedin the process ofmaterial assets creation works perform-
ance and renderingservices Workers also include street cleaners, clean-
ers, security guards, courierscloakroom attendants Workers are divided
into basic, who aredirectly engaged inperforming manufacturing opera-
tions to produce products, and support personnelthat perform a variety of
auxiliary work.

In pharmacies or pharmacy chains there are such categories of the staff: a) the
management personnel (managers or directors, heads of pharmacies and thai dep
ties, heads of departments, chief accountant, senior accountant, economist); and b) the
pharmacy staff including pharmacist; and c) the support stafcashiers, packers,
pharmacy cleaners, etc.

In the wholesale pharmaceuticéirms there is thepersonnelmanagementthe
director and hisdeputies, head®f departments and the financial aretonomic se
vicesor the senior staff as well aspecialist; purchasing managersales managers
human resources managers , marketing specialists), élee commercial andbpera-
tional staff(pharmacists, cashiers, etc.), teepport staff packers, porters, cleang).

2. By professionProfession isa special kind ofactivity that requires
some theoretical knowledge andpractical skills. There are managersand
specialists.

3. By specialty Specialty isa type of employment within the profes-
sion, which hasspecific features, and requires an employee tohave addi-
tional (special) knowledge and skills.

4. By the level of qualification Qualification is a level of knowledge
and labour skills or the skills needed to perform work of certain complexity
by the correspondingprofession or specialty.

Qualifying work requires special training of employees, knowledge,
skills and abilities to perform certain types of work. Employees of the basic
positions, professions and specialties are divided into several qualification
categories: the highest qualification (with academic degrees and titles),
highly skilled (employees with high education and extensive practicalxe
perience), and semiskilled practitioners (without special education, but
with a significant experience).

5. By yearsof experience. This grouping of the staffis determined de-
pending onthe current systemof remuneration andmanagement purposes.
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6. In relation to the property. In enterprises the property owners and
employees are distinguished.

The owneris an a person vho participatesin the business activity of
the enterprise by his ownwork and the personal property (assets).An em-
ployeeis involved in the business enterpriseonly by his personallabour.

7. By the nature oflabour relations workers can be divided into per-
manent and temporary.

The composition andthe quantitative ratio of certain categories of
workers characterize the structureof the personnel.

The internal normative documentof the entity that specifiesthe list
of positions existing inthe organization, the number of employeesin each
of them andthe size of theirmonthly salariesis calledthe staff schedule.

An important role in the organizationbelongs tothe personnel policy.

Manpower policy is a complex ofsocio-legal, organizational, eco-
nomic andpsychologicalmeasures of the statdo form, use andrenewal of
labour (human) capacity.Under the personnel policyis meanta system of
theoretical views, ideas andprinciples that define the main directions of
work with the staff, its forms and methods.They are developed by the
owners of the enterprise (organization), senior management human re-
sources department to determine the general direction and the basic of
work with the staff, general and specificequirements for it.

6.2. PERSONNEL MANAGEMENT

Personnel management in the sense of managing people can be said
to be part of the role of every person who is responsible for the work of
others.

The personnel Management is that specialist function of manag
ment, which has the prime responsibility forthe following:

- formulating, proposing and gaining acceptance for the personnel
policies and strategies of the organization;

- advising and guiding the organization's managers on the impleme
tation of personnel policies and strategies;

- providing the adequate personnel services for the organization to
enable it to recruit, motivate and develop sufficient and suitable employees
at all levels;

- advising the organization's managers of the human consequences of
change.
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Personnel policies, like any other cqgrorate policies, are not just the
preserve of a particular group of Managers. Such policies have to be agreed
by the top management team as a whole, and approved by the Board. The
role of the senior personnel staff is to formulate draft personnel policies
and to argue the case for their acceptance. In many instances it will be the
personnel department which provides the initiative for the introduction of
new policies and the revision or rejection of existing policies.

Principles of the personnel management:

- orientation to requirements of labour laws;

- the account of the current and perspective personnel requirements of
the organization;

- maintenance of conditions for reduction of turnover of the staff;

- observance of balance of interests of the organiian and employees;

- participation in performing the personnel management of all inte-
ested sides, including trade unions;

- maximal care of each employee.

The general tasks of the personnel management:

- organization of the personnel recruitment and seletion;

- organization of training and retraining of the staff;

- organization of allocation and rotation of employees;

- organization of pay and benefits (pensions etc.);

- accounting and planning of the staff requirements;

- relations with Trade Unions orStaff Associations;

- staff rejuvenation;

- formation of the administrative personnel;

- personnel marketing;

- personnel controlling.

Workforce planning is the use of planning proceduresfor a can-
plete setof the staff andit provides for three successie stages:

a) assessment of the availabilityof resources;

b) assessmenbf future needs

c) development of the programto satisfy future demands which im-
plementation is basedon a thoroughanalysis ofthe volume of demandand
supply of labour, changesat the labour market and general economiccon-
ditions.

Recruitment policies constitute the code of conduct; which the B
ganization is prepared to follow in its search for possible recruits in the
market-place. There are externaland internal sources of Human B-
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courses. The external recruitmentinclude the publication of advertise-
ments on website for job search, newspapers angrofessional journals,
reference to theemployment agenciesetc.

Most organizations prefer using internal resources since the mo\e-
ment of their own workers is cheaper, increases theirinterest, improves
the normal climate in the team.

Pre-selection is carried out by a representative of the personnel c-
partment or the personnel managerusing the analysisof Curriculum Vitae
(CV) presented ly an applicant.

Curriculum vitae (CV) is the way to inform the employer about the
most important characteristics of the applicantfor a job in the organiza-
tion. Its purpose is to attract attention of the employer, encourage him to
invite the applicantto the subsequentstage ofselection.

CV includes

- personal information;

- contact information (information about the place of residence, phone
number, email address);

- the goal pursued by the applicant (usually it is getting a certain pes
tion);

- work experience (the description is carried out in the reverse chroo-
logical order, starting with the last position, one should pay attention to the
acquired experience and skills);

- education (fundamental education, training, workshops, internships);

- additional skills (knowledge of foreign languages, computer programs,
driving license);

- interests and personal characteristics (those that contribute to the
growth of qualification in accordance with the vacant positioi

Pre-selection can be performed also on # stage of the primary
guestionnaire , filled by the applicant. In addition to the information avak
able in the CV, the profile may include additional questions of the orgaiz
tion (interests or activities related to the desired position, experience,
skills, habits, etc.).

The next stage of recruitment is gob interview . The interview is a
standard procedure according to the list of the structured interview qus-
tions, taking into account the specificities and needs of the company. This
interview may be conducted by the HR manager (director), line manager
and director of the company.
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Determination of wages and benefits has a great importance as a
factor of motivation for employment. The organization will not be able to
recruit and retain qualified employees f it does not provide remuneration
at competitive rates, stimulating people to work in this position.

Professional adaptation , which includes elements of production
and social adaptation, contributes to employee's professional development,
formation and development of his social and professional skills, the need
for creative work, ability to establish relationships of cooperation and ra-
tual assistance in the team. The most important indicator of professional
adaptation is high level of the professional skiland personnel retention.

Education (training) of the staff promotes full disclosure of emplg-
ees capabilities in the organization. Typically, training is needed in three
main ways:

a) when an employee comes to the organization;

b) when an employee is appinted to a new position;

c) when it is determined that the employee lacks the necessary skills
for effective performance.

In the first case, the newly arrived workers are showed the programs,
which give an idea about the purpose and structure of the compy, its
strategies and methods of operation, the general rules diehaviour of em-
ployees, work responsibilities and liability system, the conditions of m-
ployment, wages, dismissal, etc.

More efficient use of the personnel at work is due to the possibilitgf
promotion. Therefore, specific forms of training such as certification, trar
ing in the system of improvement of professional skills that enable to iae
tify prospective employees have special importance.

In the process of the human resource managemesystem, a signif
cant role belongs to performance assessment tdbour of each individual
employee, because his salary, status, etc. depend on it.

Evaluation of an employee is the assessment of compliance of the
guality of his work with specific criteria. The most common criteria for
evaluation of work are:

- professional knowledge and skills;

- the volume of work and its performance;

- the quality of work;

- initiative and creativity;

- reliability;

- ability to lead, etc.
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Pharmaceuticakducation allowsthe graduates toimplement the knowledge
and skills as @nead of pharmacy and his deputy, the headf the pharmacy dep&r
ment. Specialists anglinior specialistalso may workn ordinary positions inpharma-
cies pharmaceuticalvarehouseslaboratories pharmaceuticaknterprises, etc.

Last yearsvith the development othe market economyspecialistgperform the
functions of medical (sales) representativesnanagers gurchase,sales personnel,
etc.), marketing specialistef production ortrade companiesetc. Evaluation ofthe
pharmaceutical personné carried out according tthe job descriptions.

It is known that the efficiency of production depends on correct
placement,training and experienceof managers.Solving these issuess the
task ofthe next stage ofthe process ofthe human resource managemenyg
leadership training and career management

Management training is conductedfor both the acquisition of skills
required to implement the goals of the organizationand to meet the needs
of a high-level professional development Education is carried outby cd-
lective or individual training , as well as bythe career rotation. It has been
found that the result is increaseof devotion to the interestsof the organiza-
tion, motivation, productivity , decreaseof the employeesturnover and bet-
ter use ofskills of workers.

Assessmentof work and the career managementallow the organiza-
tion to carry out its administrative functions, which consistin promotion
or reduction in position, reassignmentand termination of the employment
contract.

Promotion is usually associatedwith the new vacancies opening in
the organization.However,when amanagermakes decisionsabout promo-
tion, he takes into account theemployee's ability to carry out the obliga-
tions corresponding to hisnew position effectively.

On the other hand poor performance of official duties, a low levelof
professionalism,violations of labour discipline may be the causef releg a-
tion .

Reassignment is used by organizationsas a means te@xpandthe ex-
perienceof the employee asthe way to temporarily resolution of produc-
tion problems, and it can alsobe connected with the health ofthe em-
ployee,the changeof residence etc.

The reasons fortermination of employmentmay include thechange
in the organization's structure, retrenchment, dismissalaccording to the
labour legislation, retirement, etc.
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6.3. MOVEMENT AND REORDING OF THE PERSMEL. ROTATION OF
THE PHARMACEUTICAL BRSONNEL

Any organization has a natural process of renewal. The task of
managers is to analyze this process andimplement it correctly. The
manager must know not only the number of workers, but alsothe
indicators of the movementof the personnel. The mostappropriate in this
case is thebalance method . It is calculates by the formulg6.1).

Q=Q,+tE- R, (6.1)

where Q, z is the number of employeesat the end ofthe forecasted
period;

Q, Z is the number of employeesat the beginning ofthe forecasted
period;

E z is entry of workers over the forecasted period(young profes-
sionals, peoplecoming from other regionsor industries, temporarily un-
employed persons,who started work, etc.);

R z is retirement of employeesof the forecasted period(retirement,
admission to offlob training, calling up for military service, transitionto
another company, travelling outside the geographicalregion, death, etc.).

Accounting ofthe personnel atthe enterprisesis performed by the
personnel departments their functions include registration of the person-
nel files, analysis of thehuman resourcepotential of the company, selection
of candidatesfor vacant positions, preparation of statistical reports about
the number and composition of thespecialists providing it to the higher
organization, statistical offices, etc.

An integral part of the general movement of manpower is the pe
sonnel turnover. It involves the individual unorganized movement of
workers between organizations.

In the statistical reporting the personnel turnover includes the en-
ployee's resignation which is more than 90% of all movements; dismissal
at the initiative of the administration in connection with absenteeism, sg-
tematic violations of labour discipline on the side of the employee.

Among the causes for the staff turnover the following once are pr
marily distinguished:

- dissatisfaction with conditions of work (organization of labour,
wages, the lack of opportunities for professional growth);
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- dissatisfaction with housing and living comlitions;

- wrong relationships with the management or the staff, and then the
motives of the personal character and other reasons.

Disorganized movement of manpower in the form of turnover plays
definitely a negative role in the life of both the relocatecemployees, and
society as a whole. In practice, the damage caused by the staff turnover is
estimated by the following parameters:

- losses caused by downtime of equipment because of formation of
vacant positions;

- reducing the quality of products, degradd equipment maintenance
and poor performance of workers before their leaving the company;

- losses due to low productivity in the period of adaptation to the new
place of work;

- unnecessary costs on business training, reception and dismissal of
employeesetc.

Among themeasures aimedat stabilizing and fixing of the personnel
the mosteffective andrealistic are:

- improvement of the career guidanceactivities in the human re-
source management system

- organization oftraining, retraining andskills development;

- placement ofemployeesat the working placesbased on theirrea-
sonablewishes and possibilitiesof production;

- development d the system of measuregshat reduce the period of
vocational adaptation;

- improvement of the social structureof the production team;

- improvement of the systemof remuneration and other material and
moral incentives;

- improvement of working conditions and healthof workers;

- improvement of housing cultural and living conditions;

- creation of conditions for professional qualification of employeesin
the enterprise promotion;

- improvement of the style of management andeducational work of
the managerial staff etc.

Fundamentally different from the turnover of the personnelis rota-
tion, which is also acomponent of the overall movement. Rotation is
movement, the turnover of thestaff inside the system
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The system ofhe pharmaceuticafotation isthe mechanism ofnotion control
of the pharmaceuticgbersonnelto ensuretheir personalresponsibility and interesn
the work done.There are several types rotation. Spiral(horizonta) rotation provides
for the movement ofan employeeat onelevel or seniority Screw(vertical)rotation is
the movementof an employeeawith his advance in officé/lixed rotationcombines the
features of thetypesmentioned aboveAn example of thenixedrotation is a pharra-
cistintern rotation.

In relation to the system ofPharmaceuticabtaff" rotation can beinternal ¢
movingof employeesat the working placesr the enterprisewithin the systemand ex-
ternal ¢ when the employedeaves the systemrmovingto another sphere ofactivity

(Fig. 6.1). \

Deputy Head of the
Department of OTC
drugs

Deputy Head of the
Department of
manufactured drugs

Deputy Head of the
Stocks Department

Deputy Head of the
Prescription and
Production Department

Figure 6.1 ¢ The spiral (horizontal) rotation

6.4. TRAINING OF THEPHARMACEUTICAL STAFF

The staged systenof higher educationinvolvestraining of specialists
with higher education according to the followingqualification levels: Junior
Specialist, BachelorSpecialist and Master

During thegeneral socieeconomic transformations1 Ukrainethe pharmaceut
calindustry is undergoingngjor changesThe wide rang®f knowledgeof professia-
als withpharmaceutical educatioputs forward special demands concerning tleen-
tent and qualityof their training which includegormation of high competencegoo-
nomic thinking initiativeand industiousness.

Complexknowledgegainedby agraduateshouldprovide the opportunityto en-
gage inabouractivities according tbis abilities desiresand needs.
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A junior specialist is the educational qualification level of higher
education of a person, who gins the special knowledge and skills that are
sufficient for performing production functions for primary positions in the
certain type of the economic activity

In the pharmaceuticahdustry thelabour of junior specialistss usedfor the pre-
paringmedicinesin the pharmacydispensinghon-prescriptionmedicines ananedical
products,working inthe pharmacywarehouse or in the analytical laboratory, etc.

A bachelor is the educational qualifying level of higher education of a
person having received fundanentals of the special knowledge and skills of
performing production functions on the basis of the secondary education
for primary positions in the definite branch of the economic activity.

In accordancewith the concept ofpharmaceutical education anthe training
program forBachelorof Pharmacy he can takethe positions of gpharmacistin the
pharmacy pharmacywarehouse pharmaceuticakenterprises laboratories, except for
managerial positions.

A specialist is the educational qualifying level of higkr education of
a person, who on the basis of the educational qualifying level of Bachelor
have received the complete higher education, the special knowledge and
skills of performing production functions for primary positions in the def-
nite branch of theeconomic activity.

A pharmacist; specialisthastraditionallythe prevailingprofessionadesignation
in the pharmaceuticalndustry, takes ordinaryand senior positions inpharmacies
pharmaceuticatompaniegfirms)in pharmacy warehousestc.

A master is the educational qualifying level of higher education of a
person having received the complete higher education on the basis of the
educational qualifying level of Bachelor, the special knowledge and skills of
performing production functions of the innovative character for primary
positions in the definite branch of the economic activity.

In Ukraine trainingpf Mastersof Pharmacyas a rule, igarried out simultas-
ouslywith the preparation ofa specialist and directed ta speciain-depth, scientiic,
educational teachingand researcttraining inthe same specialtyn accordancewith
the listof specialties.
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Currently, in theeducational andjualificationtraining dPharmacy includessuch
specialties asPharmacyClinical Pharmacgyhe technologyf pharmaceuticalsTed-
nologyof perfumery anccosmetics

Trainingof junior specialistss carried outin Ukrainein the specialties oPha-
macy, Production of Pharmaceuticalé\nalytical Quality Controbf ChemicalDrug
Compounds

The current structureof pharmaceutical educatioprovides the moseffective
trainingand meetsthe international systenof higher educationThe stagedystem of
training givesspecialistshe opportunityof professional activitgf the appropriate level
that will guaranteethem protectability in themarket conditions.

Postgraduate training Oneof the components o& singledsystem of contia-
ous pharmaceutical educatiors postgraduate educatignwhich aimsat accelerating
the professional developmenand work adaptation ofgraduatesof pharmaceutical
higher schools.

There are the followingtages opostgraduate educationnternship specialia-
tion; topical improvementpre-certificationcycle;certification;probation;coursesof in-
formation.

The main objective othe internship is to improve thepractical training of
graduates increasethe level of professionakadiness foiselfemployment accelea-
tion of adaptation toworking conditionsand trainingto passthe relevantqualifying e-
aminationfor the title ofaspecalist. Training is conducted for a year.

The distancérainingis carried out atthe working placen pharmacies, pharat
ceuticalcompanies, institutiongccording to the approvegdostgraduate trainingro-
gram Thefull-time part of this trainingwithin two monthsis implemented by pharax
cistsinternsat the departments oprofessional developmeni higher schools.

At the end ofinternshiptraining pharmacistgincludingthose that take the ms:
ter coursg are subjected tassessmendf knowledge and praatal skillsvith qualifia-
tionsin specialties Gener&lharmacy oClinical Pharmacy.

Specializatior(secondaryspecializationfims atgaining thesystematiaheoreti-
calknowledge, professionakills and abilitiesequiredfor the correspondingpecialty.

Specializatiortan be taken byrofessionalsvho have workedor at least three
yearsof job placemengfter the initial specialization in théenternship (with the exce-
tion of graduates with education byontract)

Secondaryspecializations conductedfor new specialtieswhen expandinghe
official dutiesof pharmacistsyvhenchanging the staff schedule of pharmaceutioati-
tutions; if there is the necessity of changisgecialtyby medical parameterswhen
transferringemployeedrom the categonof non-manager to thecategory oimanagers
andvice versa.

The topic improvement also providedor all pharmaceuticapecialtiestaking
into accountthe specificity othe position andduties. The aimis to deepen the the-
retical knowledgedevelop newskils and abilitie®f certain aspects gbharmacy.
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Cyclemprovement iscarried outinstitutions ordepartmentsof professional d-
velopment by such form as

- full-time form lasts 0.51 month with off-job training;

- intra-extramural form of studies consistd two phases the first oneis n-
tended to study theliterature andperform control tasksand the secondne iscon-
ductedin higher schoolwith a day release course;

- field trainingprovides the topic improvement at the sitd the requestof the
regional managementof pharmaceuticainstitutions or by direct contractswith the
customer

- intermittent coursesg conducting the cyclesf improvementwith the partial
day release cours®r oneor two weeksa month at the site by théotal duration ofat
least72 hours.

Pharmacists usually have their topical improvementbetween the pre-
certificationcycles

Pre-certification cyclesare the form of obligatorytraining of pharmacistdefore
the nextcertificationfor assignmenbr confirmation otthe title of pharmacistspecialist
Il, I or higher categoryn accordancevith the approvedist of specialties

At the end ofthe cycleevaluationa final exams conducted in order to establish
compliance withthe actualskill requirements ofa pharmacistspecialistto the specific
gualification categoryTheExamination Boaréxaminesheoretical and practical skills
and knowledgeof pharmacistsaand decide whetherto grant a certificatewith the rec-
ommendation otthe assignmentconfirmation) of the correspondinggtegory. Theva-
lidity of the certificateis 1 year.

Certification promotes to continuous growtbf pharmaceuticafjualificationsof
employeesThe main task dfertificationis to determine thdevelof professional trai-
ing of specialists

The pharmacppeialist certificatioris carried outn two directions:

- the assignmenbf qualification categoriecompetency assessment);

- determination ofknowledge and skilkertificationfor compliance wittthe po-
sition).

The purpose oprobation is to acquirethe necessary knowledge ampdactical
skillsto perform theduties ofthe positionof in-depth pharmacistspecialist otigher
level positions Probation of thepharmaceutical staffs conductedin institutions of
postgraduate educationf governmentpharmaceutical organizations

Coursesof information at the site are designetb study current theoretical &-
sues andbtainrelevant practicaskills. Workshopdrainings angresentations help to
Improve theprofessional knowledgef pharmacyspecialistsTopcs andtheir content
must meet strategior tacticalgoalsof the enterprise.

In general, the systenof postgraduate trainingontributesto periodicacquis-
tion andrenewal ofthe knowledgeof experts provideshe proper level oprofessional
readinesscorresponding to the modersocieeconomic transformatiornn the field of
pharmacy
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6.5. GROUP DYNAMIC®N PHARMACIES AND PARMACEUTICAL
COMPANIES

The effectiveness of the organization is not only the efficiency of the
leader, but his group as well.

Groups are a vital component of management. They can be defined as
two or more people interacting with each other. Groups can be formal and
informal.

Formal groups are created by the will of the head to perform the
business process and achieve the goals of tbeganization.

In pharmacies and pharmaceutical enterprises formal groups are considered to
be the departments in the pharmacy, wholesale companies, divisions of pharmaceut
cal enterprises, departments of pharmaceutical universities, etc.

There are threemain types of formal groups:the group of the leader,
the working groups and the committees

The group of the leader is composed of a director and his direct
subordinates, who, in turn, can be the heads of departments. The official
task of this group isto manage the company.

In the pharmaceutical companies such group is also formed: in the pharmacy it is
the head, his deputy and the heads of different departments; in pharmaceutical-ente
prises it is the director, his deputies and heads of departmentsholesale firmdi-
rector, his deputies and the heads of departments (Marketing, Sales, Purchasing, H
man Recourses, etc.)

The working group usually consists ofindividuals who work to-
gether to perform a specifictask and solve important issuesThe member-
ship in this group is voluntary and duration of its activity is up to six
months. Working groups also have deader, but they differ from the group
of the leaderbecause they havareater autonomyin planning and imple-
menting their work.

The committee is a group within an organization with delegated au-
thority to perform any task or set of tasks. Sometimes thesegroups are
called councils,commissions or teams.Committeesare createdpractically
at all hierarchical levels ofthe organization. The most chaacteristic feature
of the committee is a collective decision-making and implementations of
actions, differing them from other formal structures.
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There are twobasic types ofcommittees: permanent and special The
Special Committeeis a temporary group created to achieve a particular
purpose. The permanent Committee isconstantly operating group within
the organization, which has a clearlydefined purpose.

Committeesgive organizations greater flexibility and responsiveness
to change.They encourageemployees tocreative activities, developstrate-
gic thinking, stabilization and improvement ofintra-firm relationships.

In addition to the formal organization may bean informal organiza-
tional structure, which is formed spontaneously,regardless of theactions
of the administration for relationships among employeesat the interper-
sonallevel.

The main reason forthe entry of peopleinto informal groups are a
sense of belongingsincea formal groupis not always ableto assist theim-
plementation of this feeling, and ofteninterferes.

Important motives that encouragepeople to participate in informal
groups are the needof assistancewhich in formal groups they can not &
ways get, andthe need to protect

Besides,people tendto participate in informal groups also because
they have the opportunity to establish wider contacts andcommunication
with people whom they sympathize. No lessimportant determinant of en-
try into an informal group is the interest in the direction and methods of
the group activity or in a spedic person.

The processof informal organizational structures developmentand
the reasons why people engagein them influence on formation of the
group s properties, which make themboth similar and different from the
formal organizational structures (Fig.6.2).

Resistance
to change

Social
control

Non-formal
leader

Figure 6.2z Characteristicsof informal groups
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First of all, informal groups and their leaders execute tight control
over their members based on acceptable and unacceptabl@haviour. To
preserve their membership in a group, peopleadhere to these standards of
behaviour.

An important feature of informal groups is resistance to change
which may include a threat to the existenceof a formal groupor its influ-
ence.Therefore, management of the organizatiormust find waysto reduce
this resistance

Informal groups, as wellasformal, have their own leaders.However,
if the leader of a formal groupis supported by theformal powers delegated
to him in a particular areg theleader ofan informal group receivesauthor-
ity from the group. As arule, the leader ofan informal group does not have
a highexecutive position but hispower, influenceand authority may gofar
beyond theformal organization.

Informal groups are characterized byboth positive and negativefea-
tures. Sg they giveemployeesan opportunity to find their place in the so-
cial environment, assistrelaxation in stressful situations, facilitate commu-
nication within the organization, etc.Informal groups can benefit the or-
ganization as a wholdf loyalty of the members to theirgroup grows in to
their loyalty to the organization.

Nevertheless,informal groups are often nonconstructive, preventthe
organization in achieving the goals,can spreaduntrue rumours, which
leadsto conflicts in the team. The adoptedgroup norms and standards of
behaviour constrain the group membersin performing their official tasks.
The trend of resistance to changdrom the group may delaymodernization
of the company, itsrestructuring, etc.

However, regardless ofwhether the informal groups are deemedto
be harmful or beneficial, if they exist, they should betaken into account
Modern managementtheorists recommend thatmanagers of organizations
should:

- recognize the existenceof informal groups, work with them and
their leaders, do notthreaten their existence;

- beginning any actions take into account theossible negative im-
pact of the informal group;

- reduce resistance to changefrom the side of informal groups, in-
creasinglyinvolving them in decision making;

- regularly give the necessary infomation to employees thereby pre-
venting spreading ofrumors.
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Which type would not belong tothe group, its effectivenessdepends
on a numberof common factors(Fig. 6.3).

Size
Role behaviour l
Structure
Status ofgroup Factors of group o
members —_— efficiency — Solidarity
Conflictness I Group norms
Groupthink

Figure 6.3z Factors influencingon efficiency of the group

According to scientists thought confirmed by practical research a
group of 5-11 personsis the most effective decisionstaken by them are
more exactthan in the groupsthat go beyondthis number.

The success of thgroup depends onits structure . The term Gtruc-
tureg, as a rule, to be understood asimilarity of personalities, attitudes,
approaches, whichthey show in solving problems. It has beenfound that
groups composed oflifferent individuals are more effective.

Significant influence on thedirection and impact of the behaviour of
group membershas observanceof certain rules adopted bythe group. The
norms adopted by a groupcan haveboth positive and negative aspects.
Positive norms support the goals ofthe organization andencouragebehav-
lour aimed at adhieving these goalsNegativerules give the opposite effect.

The effectiveness of the group depends on isolidarity . Solidarity is
a measure of the attraction of group members to each other and to the
group. It can also be both positive and negative. Igroups with the high
level of solidarity there are little misunderstandings, mistrust, problems in
communication, and therefore, higher productivity.
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A negative consequence of the high degree of solidarity goup-
think . This trend of suppressing the intvidual personality of his real views
on any event in order not to disturb the harmony of the group. It reduces
the effectiveness of group decisions, because alternatives are not voiced,
and therefore, not discussed or evaluated.

However, on the other hand sharp differences of opinion increase the
probability of potential conflicts .

The status of group members is the factor that should be especially
considered to evaluate the effectiveness of the group work. There is an
opinion that the higher the person'sstatus is, the more he influences on the
decision of the group. However, it is advisable to consider the ideas of all
group members regardless of the status.

Another critical factor that determines the effectiveness of the group is
the role behaviour of each of its members. There are two ways to create
roles for a normally working groups: the role of the intended target in order
to select the group tasks and execute them; supporting roles includehav-
lour promoting to support and intensify the life and wak of the group.

6.6. MANAGEMENT OF GNFLICTS, CHANGESTBESSES

Conflicts are inherent practically to all actively functioning organia-
tions since each worker has his own aims, aspirations, interests.

In the common understanding, conflict is the absencef consent ke-
tween two and more sides, both organizations and individuals. Under a
conflict it should be understood also the collision of the oppositely directed
tendencies in the psyche of an individual in relations with people and their
formal and informal groups associated with distinction of outlooks, pas
tions and interests. The main loss from a conflict is that sides can notmo
mally satisfy their needs. At the same time, from positions of modern ma
agement, conflicts in a number of cases are the dexble phenomena le-
cause they can reveal the variety of ideas, serve as a source of additional
information, render assistance to finding of alternatives or problems, etc.
Thus, conflicts can be functional leading to increase of efficiency of the o
ganization's activity, and dysfunctional having a reverse result.

The result of the conflict in a great deal is conditioned by the ability of
a leader of the organization to handle it, as well as by knowledge of causes
of the conflict, the presence of the real pasilities of influence on its pro-
gressing.
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In practice, there are four basic types of conflicts: intrapersonalni
terpersonal, between a person and the group, intergroup.

Intrapersonal (internal, inside)  conflict. It can be shown in the
form of the role conflict when the inconsistent requirements are demanded
to one person. It can arise also when the organizational requirements are
not coordinated to the personal needs and values, and also may be as the
answer to a working overload or underloading.

The interpersonal conflict . It is the most widespread kind of the
conflict. For example, it may be the conflict between two candidates for one
vacancy or collision between two persons with different personal chaia
teristics, outlook and values.

The conflict betwe en a person and the group. The industrial
groups establish norms ofbehaviour and manufacture. The deviation from
the established norms of the group develops into the conflict. Similarly,
conflicts can arise on the basis of official duties of the chief.

The intergroup conflict . As the organization consists of a set ofrfo
mal and informal groups, there can be conflicts between them. Divergences
can be revealed in the form of interfunctional conflicts between linear and
staff subdivisions, and also as collisns of formal and informal structures.

In the activity of the organization several aspects such as orgaakz
tional-economic, production, technical, social and psychological ones are
organically combined. Thus, the state of the psychological climate among
the staff is directly reflected on the results of its activity, on relations of
workers. The results of some research show that the losses from conflicts
are approximately 15% of the total working hours, in particular due to the
fault of a leader there are 6-52% of conflicts, due to psychological inam-
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Within the framework of the organization the following forms of the
conflict fight are distinguished:

- boycott is complete or partial refusal or deviation of actions in -
half of those wlo are considered to be opponents or competitors;

- sabotage is conscious actions with the purpose of the concealad i
fliction of damage to interests of others;

- persecution;

- verbal aggression;

- physical violence;

- mass spontaneous or organized actiongstrikes, mass meeting of
protest).



Chapter 6 Management of human resources and personnel of organization. Labor relations at the markel 95

Management science examines several main causes of conflicts. As a
rule, one part of conflicts is caused by thmbour DOT AAOOh Alyl OE
chology of human relations, the third one is in the personality sphere.

One of major causes of conflicts is resources scantiness and different
approaches to their distribution. Even in large organizations, resources are
always limited, therefore, one of the sides will consider itself to be unfairly
deprived.

Quite often the cause of conflicts is in dependence of some people on
the others in the process of solving of production tasks. Some types af o
ganizational structures are direcly contributed to the conflict conditioned
by interdependence of tasks of particular performers and subdivisions.

The widespread causes of conflicts are distinctions in notions and
values when a person considers the situation from his/her point of view,sa
well as differences in the manner obehaviour, age, education, experience
of life, etc.

Often the cause of a conflict is unsatisfactory communications, which
result in distortion of information; unclear formulation of the position re-
guirements; mutually exclusive requirements to the employees; hastyre
ders, etc.

The origin of intrapersonal conflicts is conditioned by seH
contradictions of a person; by the lack of coincidence of external reqair
ments and internal positions; by ambiguousness of perceptioof the situa-
tion, aims and means of their achievement, needs and possibilities of their
satisfaction; by fancies and duties; different interests, etc. Often am-i
trapersonal conflict arises as a result of fancies lack of production coard
nation requirements and personal interests. Other causes of this type of
conflicts are stress, dissatisfaction by work, uncertainty in own forces, etc.

Interpersonal conflicts in most cases are generated by the conflict of
material interests of individuals, although it ismanifested externally as di-
ference in characters, personal opinions or moral values. A person acts in
accordance with his outlook and characteristic features, and different jpe
ple behave in a different way in identical situations.

Conflicts between a persn and the group are mainly conditioned by
the difference of individual and group norms ofbehaviour, and intergroup
conflicts are generated by distinctions in opinions and interests.

A conflict is direct collision of sides. In a wide sense, it is the press
consisting of some stages (development of the conflict situation, incident,
crisis and break of relations, completion of the conflict). At first there are
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conditions for its development, which afterwards develop into a conflict
situation and under thecertain terms to a conflict. An object and a subject
are on the basis of the conflict.

Participants of the conflict are opposing to each other sides or omp
nents. Other participants of the conflict situation are instigators access
ries, organizers, particpating in it.

A conflict situation can be developed in different way: it can diga
pear be saved in the unchanged state; be transformed into another sau
tion; be intensified under the influence of the incident, i.e. events orrei
cumstances serving the caues for the collision of opponents. A crisis and
breaking of relationships between opponents are the next phase of ddve
oping of a conflict. The complete ending of the conflict can be in the form of
conflict resolution, truce, or deadlock.

There are some effctive methods of management of a conflict siti
tion. They can be divided into two categories: structural and interpersonal.

The structural methods of management of a conflict situation are:

- elucidation of requirements to work, i.e. what results are requed
from each employee or subdivision taking into account their desirable
level, procedure of employment and use of the necessary information, the
system of powers and responsibility, policy, procedures and rules;

- a number of commands is most widespread.e. establishment of h
erarchy of powers. The presence of the general chief results in organization
of co-operation of people, decision making, information streams within the
organization, and it allows to avoid a conflict;

- general organizational compex aims, implementation of which e-
guires common efforts of two or more employees, groups or departments.
The activity of all participants for achievement of the common purposeed
creases the possibility of origin of the conflict;

- the structure of the rewards system facilitates prevention of conflict
situations by correction of peoplebehaviour, evidently encouraging those,
who contribute to achievement of the common organizational purposes,
help other groups and people, assist to the solution of problems

There are five basidnterpersonal styles of resolving a confliatvasion,
accommodation, compromise, compulsion, and collaboration.

For example, a common reaction to conflict igvasion. This style
means that the person either tries to leave from theonflict or to avoid the
conflict situations. In this case, people do nothing to satisfy themselves or
others. They ignore the problem by doing nothing at all or address it by
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merely smoothing over or deemphasizing the disagreement. This, of
course, failsto solve the problem.

Accommodation means cooperating on behalf of the other party, but
not being assertive about one's own interests. This style is characterized by
behaviour, when the person imagines that is not necessary to be angry and
to condemn thecolleagues. He tries not to let out outside attributes of the
conflict and bitterness.

Compromise involves moderate attention to both parties' concerns,
being neither highly cooperative nor highly assertive. This style is chaca
terized by acceptance of thgoint of view of both parties, but only to a ce
tain extent. This style, therefore, results in satisfying, but not maximizing
solutions.

Compulsion is a highly competitive response, in which people focus
strictly on their own wishes and are unwilling torecognize the other person's
concerns. The person tries to force to accept his point of view at any cost.

Collaboration (solution of a problem) emphasizes both coopea-
tion and assertiveness. The goal is to maximize satisfaction for both rpa
ties. The peopé recognize the distinction in opinions and try to get e
guainted with other points of view to understand the causes of the conflict
and to find the actions acceptable to both parties.

Important problem for an organization, often resulting in confronta-
tion, is the necessity of modernization. Transformation of the organization
for its competitiveness is a very serious task, which touches all its internal
variables.

Changes inside the organization usually take place as a reaction to
the changes in the externbenvironment. Therefore, to survive organia-
tions functioning in a quickly changing situation must periodically analyze
and change the purposes. Modification of purposes is needed even for the
most successful organizations even because current objectiveave been
already achieved.

The considerable changes in aims and strategy of the organizatioe-r
sult in the necessity of structural changes. The structural changes suppose
transformations in the system of assignment of powers and responsibility,
administrative hierarchy, division of the organization into departments
and subdivisions. That is the changes of the organizational structure are
dictated by the necessity of the optimum division ofabour, which allows
organizations to execute their mission effectiely.
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The changes of technology and tasks of the organization are closely
connected with transformations in the organizational structure. They are
conditioned by introduction of new equipment and methods, modification
of the process and the character of wi.

As the organization is created by people, for successfully changes in
organizational aims, structure, technology and tasks it is necessary to-co
ordinate them with the changes in the staff. It means technical training of
the personnel, management develpment, preparation to interpersonal
and group communication, motivation, etc.

Changes at any level, in the scale of the society or an organizatioR, a
ways cause the ambiguous reactions up to resistance to these innovations.
The powerful mechanism of formng of the conscious need in the changes
is directly within the process of management. The model of the successful
management process by the organizational changes consists of six stages
(Fig. 6.4).
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internal problems
\ J
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of management
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of positive consequencesf—— internal problems
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Figure 6.4z The model ofthe successful organizational changes
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The first stage consists of awareness of necessity of changes by the
organization's top management. This, as a rule, takes place under pressure
of the external factors: competition, changes in economy and state legisl
tion, as well as internal circumstanceg decrease oflabour productivity,
the staff turnover, dysfunctional conflicts among the staff, etc.

At the second stage there is the necessity of the accurate analysis of
problems for more effective conducting of chnges. For objectiveness of
this process it is expediently to draw in intermediary services of external
independent consultants. The result of their activity can be the change of
orientation of the top management, perception new ideas by them.

The third stage is collection of reliable information for determination
of true causes of problems requiring the changes. This process embraces
all levels of the organizational hierarchy.

The fourth stage is characterized by the search of methods for rto
ducting of changes, as well as forming of the deep understanding andsu
port of the situation that takes place for majority of members.

At the fifth stage testing of the planned changes and revealing of the
concealed difficulties are carried out. By such experiment anfinding out
the negative consequences the leader gets the possibility to correct plans
to achieve high efficiency.

The last stage includes the motivation of workers to adopt the
changes. To control the process of changes the leader should understand
indivi dual psychological attitude of workers to them, help people to feel
more positive but not negative emotions, make them to mobilize their
forces for own renewal. The possible methods to involve the personnel in
transformations are praise, confession, promabn, increase of wages, pe
mission to take part in the discussion of organizational problems, etc.

Organizational development is a long work dealing with improwve-
ment of processes of solving of problems and modernization of the organ
zation taking into accaunt organizational (corporate) culture. Culture is e-
lated to the social system of the organization, it is prevailing norms of ne
duct, feeling, relationships and values of the personnel.

Clear, honest mutual relations in the organization hinder spreadingf
rumours, improve the moral climate and enable the workers to realize and
estimate the necessity of transformations.

In the period of recognition of the organization the corporate culture
should support the mission of the organization, its strategy, prowte inno-
vations.
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Besides managing culture, the program of the organizational dele
opment should contain collection of the information about the state of the
organization and its subdivisions, development of planed actions on the
basis of this information,measures concerning training skills improvement
of the personnel, improvement of the organizational structure and proe
dures of implementation of tasks, measures as for development of groups,
increase of their efficiency, etc.

Dynamism of transformations, which is inherent to most organia-
tions and society as a whole, results in the origin of new social and medical
problems related to the growth of the pace of life and tension of mental
work, the necessity to digest the large volumes of information, solve
quickly difficult administrative and other problems. One of displays of
these problems is stress.

Stress, foremost, is considered as a useful reaction for the organism
appeared during evolution, and it assists its optimal adaptation to the
changes of life onditions. However, excessive stress is very harmful to
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ciency and prosperity of workers.

The factors of the organizational and personality character are among
the causes of stress. Aording to the results of research conducted in the
European countries, the causes of stress in 61% cases are problems at
work, 22% cases have the psychological character, and 7% are caused by
serious diseases.

The widespread causes of stress in organizams are:

- overload or, vice versa, little workload of the worker resulting in the
sense of hopelessness and material losses, anxieties in relation to the own
value and position in the social frame of the organization;

- conflict of roles, which is reveald in contradictory requirements to
the worker, or because of differences between the norms of the informal
group and requirements of the formal organization, which result in the
constant state of tension and anxiety;

- ambiguity of roles, if a worker is na sure in results expected from
him, it leads to confusion, underevaluation of the work;

- uninteresting work, which results in irritation, internal discomfort
caused by the struggle betweernustd and Qvantd, impossibility to fulfill
the capabilities doing other work, etc.

Personality factors are determined by the different vital events of
both negative (death of a family member, severe illness, dismissal from
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work, divorce) and positive (career promotion, pecuniary advantage, mia
riage) character. It has lpen found that positive vital events can cause the
same or even greater stress, as well as negative ones.

The stress response is in a great deal related to adaptive possibilities
of a person, his/her ability to bear external irritants.

As a rule, stress i€haracterized by excessive psychological or physi
logical tension. The physiological signs of stress are a migraine, high blood
pressure, asthma, pain in the heart, arthritis, etc. From the data of WHO
45% of all diseases are related to stress, and somgesialists consider that
this number twice as much.

The psychological displays of stress include irritation, the loss ofpa
petite, depression, etc.

The founder of the theory of stress the Canadian physiologist Gans
Selie distinguished three stages of devepment of stress. First is the ree-
tion of alarm, which is expressed in mobilization of all resources of thero
ganism. The stage of resistance comes after it, when a person succeeds
(due to preceding mobilization) in managing of harmful effect. If this aain
cannottoAA OAI T OAA T O 1 OAOAT T A & O A 11
exhaustion, which is characterized by decline of adaptive possibilities of
the organism, increase of the risk of dangerous diseases.

Decrease of the level of organizational factors of stress a great deal
depends on a leader of the organization. The leader should strive for such
state, when productivity is at higher level, and stress is at the lowest level,
as possible. In a fight against stresses leaders should take into account the
attitude of subordinates toward subsequent changes; differentiate empye
ees by the degree of their impressionability, stress resistance; use various
administrative measures, such as delegation of powers, optimization of
workload, creation of favourable conditions of labour and rest, develp-
ment of creative possibilities of a worker, bonuses for effective work, etc.

Forming of a healthy psychological climate can begin at the stage of
hiring of workers. So, the American firms widely use the specially worked
out program of the psychological advising of the personnel. It allows not
only to estimate professional and personal qualities when hiring newra-
ployees, to expose and use optimally their capabilities, but also find out the
points of the psychological tension amonghe staff. As results have shown,
the use of the program reduces the level of conflicts and stresses, promotes
efficiency of work in the enterprises on the average by 15%.
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6.7. LABOURRELATIONS IN MARKETCONDITIONS

In the legal state knowledge of laws rgulating the relations of a
worker and the owner or the authorized body, as well as the ability tofa
ply the knowledge in thelabour process are of great importance for sg-
cialists who work in the enterprises of any industry of the national eco-
omy regardless of the form of ownership.

The task of LCoU of Ukraine is regulation ddébour relations with the
purpose of increase of thdabour productivity, improvement of the work
quality, increase of efficiency of public production and material and du
tural stanAAOA | £ OEA x| OE A Od8&abourldisciknd and O O,
gradual transformation of labour for the good of society in the main vital
necessity of every ablebody person.

According to LCoU every citizen of Ukraine has the right to work, i.e.
to have the work with payment at least equal to the minimal size by the
state.

Equality of labour rights for the citizens of Ukraine is as required e-
gardless of their origin, social and property position, racial and nationald>
longing, sex, language, politicaligws, religious persuasions, the type and
the character of employment, place of residence and other circumstances
(article 2-1, LCoU).

LCoU regulates the relations of workers of all enterprises regardless
of forms of ownership, the type of activity and brach belonging, however
EO EOT 60 APPI EAA O DA asirbcviyAl CACAA

6.7.1. Collective agreement. The mutual obligations of the owner
and labour collective are formed on the basis of the collective agreement.

A collective agreemenis a local normativelegal act regulating po-
ductive labour and sociceconomic relations between an owner (or autho
ized body) and workers in enterprises, in institutions, organizations e-
gardless of their form of ownership and economic management usinde
wagelabour and possessing the rights of the legal entity.

A collective agreement is concluded by the tradanion committee on
behalf of thelabour collective of the enterprise with the owner or the a-
thorized body (article 12 LC of Ukraine). Collectiv@egotiations (article 14
LC of Ukraine) are preceded to it.

The content of the collective agreement is determined by the parties
within their competence.
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The mutual obligations of the parties are set in the collective agee
ment, in particular:

- changesin organization of production andlabour;

- providing of productive employment;

- setting of norms and payment forlabour, forms, system, size of
wage and other types oflabour payments (additional charges, increment,
bonuses) rates;

- setting of guarantees, compensations and benefits;

- participation of the labour collective in formation, distribution and
use of the income of the enterprise, institution, organization (if it is aser
quired by the statute);

- labour routine, duration of working hours and reg;

- conditions andlabour protection;

- providing of housing, cultural, medical service, organization of &
reation and rest of workers;

- guarantees of activity of tradeunion or other representative organ-
zations of workers;

- conditions of regulation d funds of labour payment and setting of
interqualifying (interofficial) correlations in labour payment (article 13,
LCoU).

During the term of action of the collective agreement additions and
amendments can be brought in it according to the established pcedure.

In obedience to article 15 of LC of Ukraine a collective agreement idosu
jected to notification registration by local organs of the executive poweln
accordance with article 18 of LC of Ukraine the collective agreement of the
enterprise, organizdion is spread to all workers of this enterprise, organia-
tion, regardless of their membership in the tradeunion organization.

The collective agreement goes into effect from the day of its signing
by the parties representatives or from a day indicated iit (article 17, LC of
Ukraine).

After expiration of the term of action the collective agreement ao
tinues to operate while the parties conclude a new or revise the current
one, if otherwise is not written in the agreement.

The collective agreement saves staction in the case of changing the
composition, structure, the name of the body authorized by an owner. In
the case of reorganization of the enterprise the collective agreement saves
the action during the term of conclusion, or can be revised after theoo-
sent of the parties.
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In the case of changing of the owner the action of the collective
agreement is saved during the whole term of its action, but not more than
one year. Thus, in this period the parties must begin negotiations about the
conclusion of anew agreement or the change of the running collective
agreement.

In the case of dissolution of the enterprise the collective agreement
operates during the whole term of dissolution.

At the newly created enterprise the collective agreement is concluded
at the initiative of one of the parties in three months term after registration
of the enterprise (if this registration is required by the legislation) or after
the decision about creation of the enterprise if the registration is not -
vided for by the legishtion.

Control over fulfillment of commitment of the collective agreement is
exercised directly by the parties or by the authorized representatives. The
parties report to the labour collective about fulfilment of commitment an-
nually in terms, required bythe collective agreement.

The owner of the enterprise and the tradeunion committee exercise
control over fulfillment of commitment by the collective agreement. They
report to the labour collective about implementation of provisions of the
contract (article 19, 20 of LC of Ukraine).

6.7.2. labour agreement. Features of conclusion and dissolution
of a labour agreement. The legal form of the individual agreement b-
tween employers and a worker is called &abour agreement.

A labour agreement is an agreement keveen a worker and the
owner of the enterprise by which the worker agrees to perform his work
according to the agreement, with submission to the interndbbour routine,
and the owner of the enterprise agrees to pay a salary to the worker and
provide labour conditions required for his work implementation, providing
by LC of Ukraine, the collective agreement and the agreement of therpa
ties.

Thus, the worker has the right to exercise the right to work by the
conclusion of thelabour agreement simultaneouslyat one or several e-
terprises unless otherwise provided for by the legislation, the collective
agreement or the agreement of the parties (article 21 of LC of Ukraine).

In obedience to LC of Ukraine Ebour agreement can be:

- permanent, which is concludedor indefinite term;

- terminable, which is concluded for the certain period of time set if
mutually agreed by the parties;
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- concluded for the time of implementation of a certain work (article
23 LCoU of Ukraine).

A labour agreement is concluded, as a fe, in written form. The strict
adherence to written form is obligatory in the case of:

- the organized recruiting of workers;

- conclusion of thelabour agreement dealing with the work in ds-
tricts with the specific environmental, geographical and geologal cond-
tions and the terms of the increased risk for health;

- conclusion of a contract;

- conclusion oflabour agreement with an under age child;

- conclusion oflabour agreement with a natural person;

- in other cases, as required by the legislation ddkraine.

A citizen starting work is under an obligation to show the employer
his passport or other identification document; work book, and (in cases, as
required by the legislation) also the document about education, about the
state of health, etc (artick 24 of LC of Ukraine).

The conclusion of thelabour agreement is done by the order of the
owner or the authorized body about employment of the worker. However,
the agreement is considered to be concluded even when the order is net i
sued, but the worker B already admitted to work.

When concluding thelabour agreement it is forbidden to demand
from the employees starting work the information about their political and
national affiliation, origin, registration and documents, which are not po-
vided for by the applicable legislation (article 25 LC of Ukraine).

Market relations in the economy of Ukraine and economic indepeh
ence of enterprises require the increase of efficiency ¢dbour of all work-
ers and especially highly skilled specialists. It results in # necessity of
well defined regulation of payment oflabour and labour relations as a
whole. The new form oflabour relations regulation z the contract system
of recruiting and payment of workersz appeared over the last years.

A contract is the specialdrm of the labour agreement. It is concluded
between an employer (the owner or the authorized body) and a worker ¢o-
pulsorily in written form and for a definite term. The special feature of the
contract is individual character of its terms. Terms of paymenand other
conditions may be different for specialists having on identical posts (accd+
ing to their contracts). When concluding thdabour contract there are great
possibilities for the individual approach to people recruiting for work. The
employees mayalso require special, more suitable conditions of work anth-
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bour payment from their employers. In the contract the rights, duties ande-
sponsibilities (including the material one) of the parties, conditions of orgain
zation andlabour payment, providing d social and housing conditions, vadi-
ity and condition of termination of the contract, as well as other conditions
provided for by the parties. The initiative of conclusion of a contract can come
both from an employer (the owner or the authorized body) ad from a
worker or a recruiting person. The sphere of the contract application ised
termined by laws of Ukraine, among theny G\bout scientific and scientific
and engineering activityy Fundamentals of legislation of Ukraine concerning
healthcared G\bout education &conomic code of Ukrainé

When concluding thelabour contract the probation period can be m-
tually agreed by the parties with the purpose of checking if the worker is
equal to this work. It is compulsorily specified in the corresponding orde
about employment. In the period of probation thdabour legislation is applied
to the worker.

The probation period is not set when recruiting for persons, under 18
years old; young specialists after graduation from postsecondary institutions;
young specalists after graduation from higher schools; persons transferred
to the reserve from military or alternative service; invalids sent to work in
accordance with recommendations of medicasocial examination; when
transferring the worker to other enterprise or to other locality, as well as in
other cases, as required by the legislation (article 26 LC of Ukraine with
changes).

The probation period when hired for work (unless otherwise provided
for by the legislation of Ukraine)cannot exceed 3 months, and in soe cases
agreed by the trade union organizatiory 6 months. The probation period for
workers cannotexceed one month. But if a worker in the period of probation
Is absent at work in connection with temporal disability or for other good
reasons, the probatbon period can be prolonged for the corresponding nu-
ber of days (article 27 of LCoU).

In the cases when the probation period is over, and the worker comgi
ues to work, he is considered to stand the probation, and the subsequensdi
solution of the labour contract is assumed only on a common basis.

If during the probation it is found that a worker is not equal to his work,
the owner during this term has the right to break the contract (article 28 of
LC of Ukraine).

LC of Ukraine sets that the owner or the ahbrized body has no right to
expect the worker to do the work, which is not conditioned by théabour con-
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tract (article 31). Therefore, transferring to other work of the same ente
prise or transferring to work to another enterprise or in other locality, even
together with the enterprise is permitted only with the consent of the worker
(article 32), except for the cases of temporal transferring for production &-
cessity and transferring in the case of downtime (article 33,34).

In a number of cases the ownerrathe authorized body has the right to
transfer a worker within one month to the work, which is not stipulated by
the labour contract, at the same enterprise (or at other one, but in the same
locality) with to payment of labour for the work performed, but not below the
average wage at his previous work. The cases giving the right for such tean
fer are prevention or dissolution of consequences of natural calamity, ep
demics, industrial accidents, as well as circumstances, which endanger or can
endanger lifeor normal conditions of life of people.

As temporal transferring for production necessity the substitution of an
absent worker is considered, but in this case duration of transferringannot
exceed one month during a calendar year.

Temporal transferring in the case of downtime is executed by a consent
of a worker taking into account his/her specialty, qualifications for the time
of downtime at the same enterprise or in other enterprise of the same loka
ity. Upon termination of the term of temporal transfering administration is
under the obligation to transfer the worker to his previous work.

Moving of a worker at the same enterprise, institution, organization
into another working place, in other structural subdivision of the same loda
ity, the order to work with other mechanisms or equipment within the frame
of specialty, qualification or position, conditioned by establishmentlabour
contract are not considered as transferring to other work. The owner or the
authorized body has no right to move a worker to wrk, contraindicated to
him/her by his/her state of health.

In accordance with article 36 of LC of Ukraine grounds for terman
tion of the labour contract are:

a) agreement of the parties;

b) expiration of the term of the agreement, except for the cases whe
labour relations actually proceed and none of the parties demanded their
termination;

c) call or entry of the worker to military service (or alternative (not
military) service);

d) termination of the labour contract at the initiative of the worker, at
the initiative of the owner or the authorized body or on demand of trade
union or other body authorized by thelabour collective;
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e) transferring of the worker by his/her consent to another ente-
prise, institution, organization or transfer to the elective paition;

f) refusal of the worker from transferring to work in other locality to-
gether with the enterprise, institution, organization, as well as refusal from
continuation of work in connection with the changes of substantial conditions
of work;

g) the court sentence coming into effect, according to which a worker is
convicted to imprisonment, corrective works, which are not at the place of his
work, or to another punishment eliminating the possibility to continue the
work;

h) reasons provided for by the cotract.

A worker can take the lead in termination of thdabour contract if the
owner violates the legislation aboutlabour, conditions of the collective or
labour agreement as well as for his own reasons, or the state of health, etc.

A worker has the rightto terminate the labour agreement concluded
to indefinite term informing the owner about this in written form in two
weeks term.

In a number of cases (moving in the other locality, entering the higher
school, the state of health, retiring and other goodeasons) the owner or
the authorized body must terminate thelabour agreement in the period,
which the worker ask for.

Temporal and seasonal workers have the right to terminate théa-
bour agreement, informing the owner in written form in three days term.

When dissolving thelabour contract for good reasons a record about
it is brought in a work-book indicating the exact reason of dismissal.

Termination of the labour contract is done by the order of the owner
or the authorized body.

Grounds for dismissal atthe initiative of the owner or the authorized
body of the enterprise, institution, organization are divided into general
grounds related to all employees and additional ones connected with only
particular categories of workers when some offences are comnt#fd by them.

A labour contract concluded for indefinite term, as well as terminable
labour contract can be annulled at the initiative of the owner or the authe
ized body before expiration of the term of its action in the following cases
(article 40 of LC ¢ Ukraine):

1. When changing organization of production andabour, including
dissolution, reorganization, bankruptcy or conversion of the enterprise n-
stitution, organization, reduction of the personnel.
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At the equallabour productivity and qualification the preference in
remaining at work have (article 42 of LC of Ukraine):

- employees having the family with two or more dependants;

- persons, who the only workers with individual earnings;

- workers having long continuous experience at the given enterpres

- workers getting in-service education in higher school and spedia
ized secondary schools;

- participants of battle actions and war invalids;

- authors of inventions, useful models, industrial prototypes anda-
tional proposals;

- workers getting a labour injury or professional disease at this a-
terprise;

- persons among deported people from Ukraine during five years
since their return to the permanent place of residence in Ukraine;

- workers from a number of the former military men during two
years fromthe day of their retirement.

2. If the worker is not equal to his position because of insufficient
gualification, or the state of health interfering continuation of the work.

Unfitness for the position means that a workeicannot properly exe-
cute his duties

If such unfitness is revealed in the probation period, administration
has the right to dismiss the employee as the person who failed the prab
tion (article 28 of LCoU), and if it happens after the probation period, s
missal is according to the article.

3. If the worker systematically does not perform his duties (without
good reasons) assigned by thiabour contract or internal labour routine.

This type of dismissal is possible if disciplinary or public sanctions
were applied to the worker before, and vitations were systematic. It is
prohibited to dismiss (paragraph 3, article 40 of LC of Ukraine) without
particular disciplinary misconduct, as well as in the case when a discipl
nary sanction was already imposed for this reprimand. Sanctions are valid
when dismissing within a year.

4. For absenteeism (including the absence at work for more than
three hours during the working day) without good reasons.

By the legal consequences truancy is:

- the unjustified absence at work (without good reasons) to which a
worker was transferred in accordance with the current legislation;
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- leaving the work by the worker without warning the administration
about his with to terminate the labour agreement or before the expiration
of the warning term of dismissal (two weeks);

- leaving the work by the worker without good reasons by the termed
labour agreement;

- leaving by a young specialist himself the work to which he was sent
for graduation from the higher school, specialized or vocational schookb
fore completion of the term.

The refusal of the worker to begin implementation of other work, to
which he/she was illegally transferred by the owner, can not be considered
as a truancy. The absence at work at the weekend, which is declared to be
the working day illegally according tothe current legislation, is not consi-
ered to be a truancy.

5. Because of extended illness. A worker can be dismissed in the case
of his absence at work for more than 4 months because of the temporal
disability (without taking into account the maternity leave).

6. Because of the reemployment the worker who performed this
work before, in accordance with established procedure.

7. When coming to work drunk and disorderly in the state of narcotic
or toxic intoxication.

8. Committing a theft at the place of wik (including a petty one) of
OEA T x1T A0O6O POI PAOOU OAO Au A AT 60O

Additional grounds for termination of the labour contract with the
somecategories of workers at the initiative of owner (article 41 of LCoU) are:

1. Sngle gross violation oflabour duties by the head of the enterprise,
institution, organization of all forms of ownership (branch, representative
office, department or other subdivision), by his deputies, chief accountant
and his deputies, as well as by #h public persons of Customs authorities,
state tax inspections with the personal ranks, and by the public servants of
the state controlling and auditing service and state financial bodies.

2. Commitment of incriminatory actions by a worker, who directly
provides services with money or commodity values if these actions give
ground for the loss of trust to him from the side of the owner.

3. Commitment by a worker when executing educational functions,
immorality which is incompatible with continuation his work .

Termination the labour contract at the initiative of the owner is not
permitted in the period of the temporal disability of the worker (except for
dismissal according to paragraph 3 of articles 40 of LC of Ukraine) and in
the period of his vacation (excpt for the cases of the complete dissolution
of the enterprise).
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The decision of the owner about dismissal of an employee according
to paragraphs 25, 7 of article 40 and paragraphs 2 and 3 of article 41 of
LCoU must be agreed with the elected body (tradenion organization) (ar-
ticle 43).

The consent of the elected body (a tradanion representative) is not
required in the case of dismissal at the initiative of the owner in cases:

- dissolutions of the enterprise, institution, organization;

- unsatisfactory result of probation period, conditioned when recrut-
ing to work;

- dismissal from the parttime work because of hiring the permanent
worker, as well as in connection with limitations for parttime work as re-
guired by the legislation;

- reinstatement at work of the worker performing this work before;

- dismissing an employee, who is not the member of the tradenion
organization at the enterprise, in the institution, organization;

- dismissing from the enterprise, institutions, organization, where the
primary trade-union organization is absent;

- dismissals of the head of the enterprise, institution, organization
(branch, representative office, other subdivision), his deputies, chiefca
countant and his deputies, some other categories of workers (article 4Bof
LCol);

- dismissing an employee committed a theft at the place of work of
the property of the owner set by the court sentence.

When breaking thelabour contract on the grounds, indicated in paa-
graph 6 of article 36 and in paragraphs 1, 2, 6 of artickk0 of LC of Ukraine
a dismissal wage is paid to a worker in the size of not less than the average
monthly earnings, and according to paragraph 3 of article 3gin the size of
not less than twomonth average earning.

The owner is under an obligation to m&e a full payment and hand
out a work-book to the worker in the day of dismissal (article 47). Moe-
over, in the case of dismissing an employee at the initiative of the owner
the last is under an obligation to hand out to the worker the copy of thero
der about his dismissal in the day of dismissal. In all other cases the copy of
the order is given out when the worker is demanded.

The basic document about théabour activity of the worker is a work-
book. All workers working in the enterprise, in institution, organization or
an individual person more than five days have worlbooks.

A work-book for workers proceeding to work for the first time is
made not later than five days after their entryThe information about the
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work, encouragements and rewards for suc@ses inprocess at the ente-
prise, in the institution, organization are put to the workbook; information
concerning penalties is not put.

The order of work-books recording is determined by the Cabinet of
Ministers of Ukraine (article 48 of LCoU).

6.7.3. labour hours and rest -time . One of basic conditions of théa-
bour agreement is establishment of the optimal mode débour and rest for
the workers.

In obedience to LC of Ukraine normal duration dabour hours cannot
exceed 40 hours a week. However, enteriges and organizations when
concluding the collective agreement can set the less norm of duration laf
bour hours (article 50).

In addition, for some categories of workers there is a short day,
namely:

- for workers with the age from 16 to 18 years thdabour hours are
36 hours a week, for persons from 15 to 16 years old (students in the age
from 14 to 15, working in the period of vacations)z 24 hours a week, and
students working in the period of school year (in spare time) they are not
more than half ofthe maximal norm oflabour hours as required for the
persons of the corresponding age;

- for workers engaged in works with the harmful conditions oflabour
the labour hours are not more than 36 hours a week. Besides, the legisl
tion is set a short day forthe particular categories of workers (teachers,
doctors, etc.).

For women having children under the age of 14 or a chithvalid a
short labour day can be set due to the personal funds of enterprises (article
51 of LC).

Before weekends and public holidaysduration of labour hours for
workers, excluding for those who are working 36 and less hours a week,
becomes 1 hour shorter with the five and a six day week (article 53 of LC).

At enterprises with a continuous production duration of night work
becomes 1 houw shorter (article 54 of LC), except those workers for whom
reduction of labour hours is already specified.

Night time is considered to be from 10 o'clock in the evening to 6
o'clock in the morning.It is forbidden to involve in the night work (article
55 of LC):

- pregnant women and women having children under the age of 31a
ticle 176);

- persons under 18 (article 192);
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- other categories of workers as required by the legislation.

It should not be confused the haltime work with a short day. It is set
by agreement between an owner and a worker, as a rule; by a pregnant
women; women, having a child under the age 14 or a chiidvalid, or takes
care of a sick family member in accordance with a medical conclusionr{a
ticle 56 of LC).

Overworking is not allowed by a labour legislation. However, the
owner can apply extra work in the following exceptional cases:

- when performing works required for defense of the country, as well
as prevention of public or natural disaster, industrial accidents and imex
diate removal of their consequences;

- when performing the necessary works dealing with watersupply,
gassupply, heating, illumination, sewage system, transport, commurae
tions z for the removal of casual or unexpected circumstances, which<di
turb their correct functioning;

- if it is necessary to finish the work, stopping of which will lead to
damage or the loss of state or public property;

- if it is necessary to perform the loading works with the purpose of
nonadmission or removal of downtime of operating mechaisms or ca-
gestion of cargo at the points of delivery and destination;

- for continuation of work when a shiftman does not come to work if
the work cannot be interrupted; in these cases the owner must take mea
ures concerning replacement of the shiftman ypanother worker (article 62
of LC).

At the same time it is forbidden to involve in doing extra work (article
63 of LC):

- pregnant women and women having children under the age of 31a
ticle 176);

- persons under the age of 18 (article 192);

- workers studying part-time in secondary schools and colleges in the
days of classes (article 220).

Women having children in the age from 3 to 14 years old or a child
invalid can be involved in the extrawork only by their consent (article
177). To involve invalids in extraworks is possible only if there are no
medical contraindications (article 172 of LC).
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A rest-time includes a break for rest and meals, days off, weekends
and public holidays, annual vacations, additional vacations and unpaicv
cations.

A break for red and meals lasts not more than two hours. At there
terprises where due to the terms of production it is impossible to have a
break, for example, in pharmacies, the workers should have the possibility
to eat during the working.

For a good rest of workers he legislation aboutlabour provides for
weekly weekends. With a fiveday week workers get two days off a week,
with a six-day weekz there is one day off.

At continuously operating enterprises, in institutions, organizations
days off are given accordingto a schedule approved by an owner and
agreed with the elected body of the primary tradeunion organization (by a
trade-union representative) of the enterprise, institution, organization.

According to the article 74 of LC of Ukraine workers are annually
given basic and additional jobprotected leave with payment. Duration of
vacations set by the legislation is at least 24 calendar days per the year
worked calculated from the day of conclusion of théabour agreement (a-
ticle 75 of LC). Persons under the age 18 have the annual vacation which
lasts 31 calendar days.

In accordance with an article 79 of LC of Ukraine the vacation for the
first year of work is given to the workers after expiration of six months of
the continuous work at the given enterprise, mstitution, organization. Be-
fore the end of the term indicated the vacation can be given in casesopr
vided by the legislation (pregnant women and women having the mate
nity leave, persons under the age of 18). For the second year and ses
guent years the \acation is given at any time of the corresponding work
year.

At the request of the worker, it is permissible to have a splitting vac
tion under condition that its continuous basic part is not less than 14 ¢a
endar days.

Additional vacations are given tbe workers of institutions of health carey-i
cluding the workers of pharmacies and pharmaceutical enterprises, for work in harmful
conditions, for the specific character of work and in other cases, as required bygthe le
islation (article 76 of LC).

In accadance with the current legislation aboutlabour worker and
employees, including pharmaceutical workers can be given shetérmed
unpaid vacations, but not more than 15 calendar days a year (article 84 of
LC) for family reasons or other good reasons at threrequest.
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6.7.4. Legal wage control. Guaranty and compensation payments .
Salaryin compliance with thelabour legislation is a reward, which the a-
terprise, organization is under an obligation to pay to the workers in &
cordance with their personallabour contribution taking into account the
final result of work of the enterprise and the maximal sizes is not limited
(article 94 of LC).

Forms and systems of payment dabour are set by enterprises, inst
tutions, organizations independently and are fixed irthe collective agres-
ment.

For payment oflabour of pharmaceutical workers the system of payment by
hour is used, mainly, with the use of state tariff rates, the sizes of which depena-on pr
fession, qualification, complexity and conditions of the workd$quened.

For professions (positions) overlapping or performance of duties of
the temporally absent worker there is an additional payment, its sizes are
set by the collective agreement (article 105 of LC).

The working conditions of many pharmaceuticalegptises includes the work at
weekends and in public holidays, nidime, as well as extrawork. Payment in public
holidays and weekends is carried out in the size of single hourly rate or daily wage rate
over the salary if the work is done within the lismof the monthly norm ofabour
hours, and in the size of the double hourly rate or daily wage in addition to the salary if
work is done over the monthly norm. At payment fabourby hours the extrawork is
paid for in a double size.

The night work is paid as a horexemptlabour as specified by the cb
lective agreement, but it is not below 20% of the tariff rate (salary) for
every hour of the night work.

The terms of payment of the salary are set by the article 115 of LC of
Ukraine, in obedience to whicha salary is paid in terms set by the collective
agreement, but not rarer than two times a month. In those cases when the
pay day coincides with the day off weekend or a public holiday, the salary
is paid the day before.

A salary to the workers for all time of annual vacation is paid not
later, than three days prior to the beginning of vacation.

When dismissing an employee the payment of all sums that thene
terprise, institution, organization should pay to him is performed in the
day of dismissal (article 1.6 of LC). In the case of the payment delay due to
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the fault of the owner, enterprise, institution, organization must pay the
average earning to the worker for the whole term of delay till the day of
payment de facto (article 117).

LC of Ukraine executingthe legislative protection of workers, pio-
vides the definite guarantees and compensations.

The guarantee paymenare the payments made instead of the salary
in cases if a worker does not execute hisbour duties due to certain rea-
sons specified by the lawThere are the following payments for employees:

- transferred to elective positions;

- when performing the state or public duties by them;

- sent for in-service training;

- sent to medical examination;

- donors, rationalizers and inventors (article 118,119, 122, 123, 124,
126).

Compensation payments are intended to reimburse additional mat
rial costs to the worker in connection with performing the employment di-
ties by him.

Compensation payments are as given:

- when moving to work in another locality;

- for business trips;

- for the tool-wear belonging to the workers (article 120, 121, 125).

The amount of charges from the salary is limited andannot exceed
20%, and in some cases 50% (article 128 of LC). The charge from the initial
payment, compensaibn and other payments is not made (article 129 of LC).

6.7.5. labour discipline. labour protection of workers of pharm a-
ceutical enterprises . labour discipline is the complex of norms setting the
rules of behaviour in the process oflabour, duties of the owner and workers,
incentives for exemplary performance ofabour duties and responsibility for
their nonperformance or unproper execution due to the fault of the worker.

Labour discipline at enterprises, institutions and organizations is d-
termined by the rules of the internal order approved by thelabour collec-
tives and presented by the owner and by the elected body of the primary
trade-union organization (by a tradeunion representative) on the basis of
model rules.

In pharmaceutical enterprises the intel labourorder is directed to creation of
healthy and safe conditions &bourof workers, providing of the high level of medical
and medicinal aid to the population, the rational usela§our hours, supporting and
strengthening ofabourdiscipline, ¢éc.
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According to thelabour legislation an official form of recognition and
estimation of labour merits are incentives applied for fulfilment of labour
duties in good faith, for successes itabour (article 143, 145 of LC). Any
form of incentive can be, ad the fact of incentive is reflected in the work
book of a worker in accordance with the rules of recording (article 144 of
LC). At the same time for violation of thelabour discipline disciplinary
sanctions can be applied to the worker as a reprimand andismissal (arti-
cle 147 of LC).

A disciplinary penalty is used directly after the exposure of misao
duct, but not later than one month from the day of its revealing, and it can
not be applied later 6 months from the day of this misconduct (article 149
of LC). The penalty is announced in the order, and the worker is informed
about it via his signature.

In the period of action of a disciplinary penalty (namely, the year
from the day of its imposition) incentives to the worker are not used. Ho-
ever, the law asumes the preterm remission of the disciplinary penalty if
the worker does not violate of thelabour discipline again and showed a
good faith tolabour (article 151 of LC)

The owner develops with participation of trade unions and into-
duces the complex ofmeasures onlabour protection under the law of
Ukraine Q\bout labour protectiona The plan of measures otabour protec-
tion is included in the collective agreement.

The heads of pharmaceutical enterprises must execute activities as fompreve
tion of:

- poisonings, allergizations, burns and other affections connected with the use of
poisonous, inflammable and aggressiubstances

- dangers arising up during the work with the special devices, apparatuses,
equipment;

- possibilities of infection of workefsom sick persons.
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of such danger.

Money and materials on measures dealing witlabour protection are
provided for and used according to the established procedure (article 16af
LC).

For most pharmaceutical workers free delivery of dresgiomyns, caps is pr
vided. For work with substances causing irritation of the skin, special protectirg clot
ing, shoes and other individual means of protection must be given.
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6.7.6. Legal regulation of labour of particular categories of
workers . The special group of legal norms of thbour legislation is made
by additional rules and norms of the use andhbour protection of women
and young people. They take into account the biological araberelated
features of these categories of workers and provide for prohibition or lim
tation of using of theirlabour for particular types of work.

Article 174 of LC of Ukraine gives the list of works where it is forl
den to uselabour of women. They areneavy and underground works, work
with the harmful labour conditions, works on replacing and movement of
weights exceeding the specified maximum norms. In addition, by the legi
lation it is forbidden to involve pregnant women, women having children
under the age of 3 in night work, works at weekends and sending them in
business trips (article 176 of LC).

Involving the women having children in the age from 3 to 14 years
old or children-invalids to extraworks and sending them in business trips
are possible mly by their consent.

In obedience to LC of Ukraine women get maternity leave with dar
tion of 70 calendar days before the childbirths and 56 (in the case of path
ITCEAAl OEOOAOQOEITO T O AEOOE 1T &£ &xI
ter the childbirth, to which upon their application the annual vacation is
given regardless of the experience of work at this enterprise.

LC of Ukraine provides for the guaranteewhen hiring for work and
prohibition of dismissal at the initiative of the owner of pregnant women
and women who have children under the age of three, single mothers with
the child under the age of 14 or a childnvalid. A dismissal is allowed only
in the cases of dissolution of enterprises and upon termination of the te
minable agreement, but on condition of their employment. For the period
of employment their average salary is saved, but not more than three
months from the day of completion of the termindle labour contract (arti-
cle 184 of LC).

Protecting the labour of young people LC determines the age, from
which a hiring for work is allowed. The legislation is allowed to hire pe
sons under 16 years old. By the consent of parents, as an exceptiont-pe
sons reaching the age of 15 can be hired (article 188 LC).

The legislation of Ukraine gives the list of works, which forbids the
use oflabour of persons under 18 years old (article 190, 192 of LC).

In labour legal relationships teenagers are equated in rigistto adults,
and in the sphere oflabour protection, labour hours, vacations and some
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other conditions of labour they use benefits specified by the legislation fa
ticle 187 of LC).

Annual vacations are given to teenagers in convenient for them time
(article 195 LC).

The annual vacation for the first year of work to the workers studying
in higher educational schools with the parttime and extramural forms of
education can be given at their will before expiration of six months of e
tinuous work at the given enterprise, in institution, organization (article
212 of LC). Additional vacations for partime and extramural students of
higher schools are provided for the following periods:

- overview lectures, performance of laboratory works, passing of
credit tests and examinations;

- passing of the state examinations;

- preparation and defenceof a graduate project (article 216 of LC).

Thu, the owner reimburse to the workers studying at the extramural
departments of educational travel grant once a year in the z2 of 50% of
the travel cost. The same size of the travel cost is paid for preparation and
defenceof a graduate project (works) or passing of the state examinations
(article 219 of LC).

6.7.7. Individual labour disputes. Supervision and control after the
observance of the labour legislation . labour disputes in wide sense are the
disagreements unsettled by direct negotiations between a worker and the
owner of the enterprise concerning the use of norms of thiabour legislation,
as well as establishment of ew or change of the current conditions oflabour.
The moment of arising of the individuallabour dispute is appeal with the g@-
plication in the appropriate organs, which considetabour disputes.

Labour disputes are considered by commissions okabour disputes;
city district, or municipal courts (article 221 of LC).

A commission onlabour disputes is elected at the general meeting
(conferences) of thelabour collective of the enterprise, institution, organ-
zation with the number of workers not less than 15 prsons. The comns-
sion elects a chairman, his deputy and secretary among its members (art
cle 223 of LC).

In obedience to LC of Ukraine workers can appeal with an application
to the commission onlabour disputes (article 225) or directly to the court
(article 233) in three months term after they have found out the violation
of the right, and in matters of dismissal they can appeal to a district (town)
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about dismissal or from the day of getting of the workbook.

Disputes in the commission onlabour disputes are considered during
10 days from the day of taking of the application, whereupon in a thregay
term and the worker the copy of decision (article 227) is handed in to the
owner.

6.7.8. Obligatory state social insurance and pension provision
According o the labour legislation of Ukraine all workers are subjected to
obligatory state insurance.

Persons working by thelabour agreement (contract) at enterprises,
in institutions, organizations regardless of forms of ownership, the type of
activity and management or individuals are subjected to obligatory state
social insurance (article 253 of LCoU).

The basic sources of costs for obligatory state social insurance are
payments of owners of enterprises, institutions, organizations or individ-
als, workers.

Socid insurance provides for the following types of providing:

- temporal disability allowance;

- maternity allowance, as well as child care allowance for children
under the age of 3. The maternity and birth grant is paid during the whole
period of the matemity leave in the amount equal to the earnings;

- a single birth grant;

- allowance on burial;
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long-service pension provided for some categories of workers.

In addition, all workers are subjected to obligatory social insurance
by the owner from accidents and occupational diseases, thus, insurance is
carried out on the conditions fixed by the legislation and the collective
agreement (contract).

6.7.9. labour relations abroad . Experience of the industrially devd-
oped countries shows that without the government control ofabour rela-
tions, the frames of which are fixed by the legislation, the normal functio
ing of economy is impossible. The study of problems ddibour force, pro-
fessionaltraining of labour resources are included in the functions of regr
latory bodies. All this activity is conducted on the basis of analysis of the
perspective demand for workers of different specialties.









































































































