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In this ninth edition of Essentials of Contemporary
Management, we continue to focus on providing
the most up-to-date account of the changes taking
place in the world of management and manage-
ment practices while maintaining our emphasis
on making our text relevant and interesting to stu-
dents. And we know from feedback from instruc-
tors and students that the text does engage them.
Our increased focus on the challenges and oppor-
tunities facing businesses large and small and inte-
grated timely examples bring management issues
to life for students.

The number and complexity of strategic, orga-
nizational, and human resource challenges facing
managers and employees continue to rise. In most
companies, managers at all levels address these
challenges by implementing new and improved
management techniques and practices. Today, rela-
tively small differences in performance between
companies, such as in the speed at which they
bring new products or services to market or in the
ways they motivate their employees to find ways to
reduce costs or improve performance, can combine
to give a company a significant competitive advan-
tage. Managers and companies that utilize proven
management techniques and practices in their
decision making and actions increase their effec-
tiveness over time.

The issues facing managers continue to inten-
sify as changes in the global environment, such as
tightening of the U.S. labor market, rising wages
in China and other countries, and increasing
political and economic instability, impact organiza-
tions large and small. In addition, increasing glo-
balization means that managers must be quick to
respond to major differences in the legal rules and
regulations and ethical values and norms that pre-
vail in countries around the globe.

Moreover, the ongoing revolution in technology
continues to transform how managers make deci-
sions across all levels of a company’s hierarchy and
across its functions and global divisions. This new
edition addresses these ongoing challenges as tech-
nology continues to change at breakneck speed,
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especially in the areas of artificial intelligence, data
analytics, and cybersecurity.

Other major challenges we continue to expand
on in this edition include the impact of the steadily
increasing diversity of the workforce on compa-
nies and how this increasing diversity makes it
imperative for managers to understand how and
why people differ so that they can effectively man-
age and reap the performance benefits of diversity.
Similarly, across all functions and levels, manag-
ers and employees must continually seek ways to
work smarter and increase performance. Using
new technologies to improve all aspects of an orga-
nization’s operations to enhance efficiency and
customer responsiveness is a vital part of this pro-
cess. So too is the continuing need to innovate and
improve the quality of goods and services, and the
ways they are produced, to allow an organization
to compete effectively. We significantly revised and
updated this edition of Essentials of Contemporary
Management to address these challenges to manag-
ers and their organizations.

Major Content Changes

Once again, encouraged by the number of instruc-
tors and students who use each new edition of
our book, and based on the reactions and sugges-
tions of both users and reviewers, we revised and
updated our book in many ways. However, the
organization and sequence of chapters remain the
same in this new edition. Instructors tell us that
they like the way the chapters flow, and the way
they build up a picture of management part by
part, to provide an excellent learning experience
and a comprehensive coverage of management. As
examples of the changes we made, this new edi-
tion expands the coverage of ways to encourage
high motivation, creativity, and innovation in orga-
nizations and the importance of managers” and
organizations” taking steps to stay ahead of tech-
nological changes that may impact daily business
operations.
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Preface

CHAPTER-BY-CHAPTER CHANGES We made
the following specific changes to this edition.

Chapter 1

New “Management Snapshot” on how Microsoft
CEO Satya Nadella has brought a fresh vision to
the technology giant.

New “Manager as a Person” on how an ER direc-
tor is helping make visits to the emergency room
as painless as possible.

New content and table have been added that
describe Mintzberg’s typology and the various
roles managers perform in an organization.
New “Management Insight” on using manage-
rial skills as a city manager in the public sector.
New section of text discusses the differences
between managers and entrepreneurs.

New “Ethics in Action” on giving employees
a nudge to increase ethical behavior in the
workplace.

New end-of-chapter case on GE spinning off its
railroad business.

Appendix A: New discussion on the Gilbreths
and their important contributions to manage-
ment theory.

Chapter 2

New “Management Snapshot” on how the CEO
of Carnival Cruise Lines uses his personal atti-
tudes to steer the company in the right direction.
New section describes the Myers-Briggs Type
Indicator and DiSC Inventory Profile personal-
ity assessments.

New “Ethics in Action” on how to promote ethi-
cal values in the hotel industry.

New discussion of job satisfaction levels among
U.S. workers today.

New “Managing Globally” on emotional intelli-
gence across borders.

New end-of-chapter case on Google’s ongoing
challenge to maintain a strong company culture.

Chapter 3

New “Management Snapshot” on Intel’s diver-
sity and inclusion efforts.

New “Ethics in Action” on how Accenture is
using a chatbot to provide ethical guidance for
employees.

Updated in-text statistics on age, and men’s and
women’s participation rates in the U.S. work-
force and median weekly earnings.

New discussion on the lack of women CEOs in
S&P 500 companies.

Updated statistics on the increasing diversity of
the U.S. workforce.

New “Focus on Diversity” describing Soda-
Stream’s diversity efforts in its business operations.
Updated discussion and statistics on sexual
harassment.

New “Management Insight” on providing effec-
tive anti-harassment training in the workplace.
New end-of-chapter case on Chevron’s efforts to
stay on the high road in Venezuela amid politi-
cal and economic unrest.

Chapter 4

New “Management Snapshot” on Walmart’s
global expansion by investing in Flipkart, the
Indian e-commerce giant that competes with
Amazon.

New “Ethics in Action” on how Levi Strauss
motivates its global suppliers to treat their
employees well.

New “Management Insight” on the impact of
tariffs on auto companies’ supply chains.

Updated discussion on the new trade agreement
that will replace NAFTA.

New discussion on the GLOBE project that
extends Hofstede’s work on national culture by
looking at additional cultural dimensions and
how they impact the ways in which business is
conducted in a variety of cultures and countries.
New “Manager as a Person” that describes some
of the rewards and pitfalls of being an expat
working in a foreign country.

New end-of-chapter case on Foxconn’s decision
to build a manufacturing facility in Wisconsin.

Chapter 5

New “Management Snapshot” on how creativity
and the ability to learn helped the management
of 23andMe, an online genetic screening ser-
vice, adapt its business when roadblocks almost
derailed the company.

New “Manager as a Person” about the CEO of
an online beauty start-up who was unafraid to
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seek expert advice about making strategic busi-
ness decisions that helped grow her company.

An updated discussion about continuous learn-
ing and attaining personal mastery.

New “Managing Globally” on how management
at Western Union embraces continuous learn-
ing, which has helped the company stay relevant
in this high-tech, global business environment.

New end-of-chapter case on the U.S. Marines
logistics unit and how it is teaching military
personnel in the field to use various computer-
aided technologies to think creatively in their
everyday job activities.

Chapter 6

New “Management Snapshot” on Marriott
International’s CEO and strategies he put in
place to expand the company’s growth over the
next few years.

A new discussion about how General Mills
and its management team devise and imple-
ment planning strategies at various levels of the
organization.

New “Manager as a Person” that describes how
the CEO of Los Angeles World Airports plans
for and oversees various projects at the nation’s
second-busiest airport.

A new discussion about SWOT analysis factors
experienced by both Amazon and Walmart as
they compete head-to-head in the exploding
e-commerce sector.

New “Management Insight” on how Comcast is
rethinking the customer experience.

A new discussion that points out some of the
missteps by toy retailer Toys “R” Us as they per-
tain to Porter’s five forces framework.

New “Managing Globally” on how transporta-
tion company FourKites uses technology and
real-time data to help its customers with on-time
deliveries.

New end-of-chapter case on how Best Buy
tweaks its strategies to stay relevant and com-
pete in an ever-changing business environment.

Chapter 7

New “Management Snapshot” on how Alaska
Airlines’s organizational structure is designed
with customers in mind.

Chapter 8

Chapter 9

New “Managing Globally” on how IKEA is rede-
signing new stores on a smaller scale now that
many consumers shop online.

New “Ethics in Action” about Pfizer changing
its organizational structure to help improve
business and marketing efforts.

New “Manager as a Person” about how McDon-
ald’s CEO continues to shake things up by
streamlining the company’s structure to increase
efficiency, productivity, and sales.

New end-of-chapter case about restructuring
and rebranding efforts at Ogilvy’s U.S. advertis-
ing operations.

Discussion of entrepreneurship has been moved
to Chapter 1 to provide a framework for high-
lighting the differences between managers and
entrepreneurs.

New “Management Snapshot” about Procter
& Gamble’s efforts to control expenditures for
digital ads.

New “Management Insight” on the skills employ-
ers are looking for in recent college graduates.

New “Managing Globally” on the growing trend
of companies using zero-based budgeting as a
way of controlling expenses.

New section on the balanced scorecard and its
increasing use by organizations to evaluate vari-
ous measures of a company’s performance.

New “Ethics in Action” on Volkswagen’s con-
tinuing efforts to implement top-down change
to regain consumers’ confidence after an emis-
sions scandal.

New end-of-chapter case on how Stitch Fix con-
trols inventory and the customer experience.

New “Management Snapshot” on the
90-something owner of the Detroit Lions and
her ability to motivate the management team as
well as her NFL players.

New “Focus on Diversity” on the importance of
equity in a diverse workforce.

New “Ethics in Action” on United Airlines and
how a recent attempt backfired to make merit
pay more motivating.
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New end-of-chapter case on DTE Energy an
company efforts to reenergize its workforce with
a shared sense of purpose to cut costs and avoid
layoffs.

Chapter 10

New “Management Snapshot” on effective lead-
ership strategies at the Dana-Farber Cancer
Institute.

New section on the traits of servant leadership.

New “Managing Globally” on international dif-
ferences in leadership.

New “Management Insight” on the effective-
ness of leaders with high levels of emotional
intelligence.

New end-of-chapter case on how the CEO of
Levi Strauss uses effective leadership strategies
to help the company and its employees succeed.

Chapter 11

New “Management Snapshot” on how the U.S.
Army’s use of teamwork helps in the battle
against bureaucracy.

New “Management Insight” on the importance
of team members developing soft skills.

New discussion on the skills and abilities of suc-
cessful virtual teams and the technology they use
to help with their long-distance work activities.

New “Focus on Diversity” that provides strate-
gies for using team members’ diversity as a com-
petitive advantage.

New discussion on recent research about high-
performing teams and the factors that contrib-
ute to their success.

New end-of-chapter case on how Adient, the
world’s largest supplier of automotive seating
uses high-performance teams to maintain its
competitive edge.

Chapter 12

New “Management Snapshot” on Unilever’s
chief human resource officer and how she man-
ages workforce planning and development at
the global consumer products company.

New “Management Insight” on Home Depot’s

CEO and his competitive strategy of using eco-
nomic slowdowns to invest in employee training

and development, as well as improving custom-
ers’ online shopping experiences.

New “Focus on Diversity” on using recruiting
practices that promote diversity.

New section that discusses recent trends in per-
formance appraisal strategies.

New end-of-chapter case on how Salesforce sets
itself apart in a tight labor market.

Chapter 13

Chapter content has been streamlined to focus
on the key components of effective communica-
tion at all levels of the organization. Technology
discussion has moved to Chapter 14.

New “Management Snapshot” on ways Boston
Consulting Group encourages its employees to
engage in short, informal interactions with col-
leagues as way of increasing communication
and reducing the need for lengthy meetings.

New “Manager as a Person” profiles the
cofounders of Hyphen, a technology platform
that lets businesses gather and analyze anony-
mous communications from employees.

New “Ethics in Action” on how the use of ques-
tions can foster effective communication.

New “Management Insight” on how to make a
positive first impression.
New end-of-chapter case on how Netflix aims

to keep communication honest throughout the
organization.

Chapter 14

Chapter has been revised to include a discussion
of how information and technology help manag-
ers make better decisions, linking this content
to the discussion of operations management.

New “Management Snapshot” on Kraft Heinz’s
efforts to make sure managerial decisions add
value to the company.

New “Management Insight” on the use of arti-
ficial intelligence to help identify situations
within an organization that require more active
leadership on the part of managers.

New “Ethics in Action” on why Facebook users
are quitting the social networking platform over
privacy issues.
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* New “"Managing Globally” feature on Happy
OrNot—a Finnish company that captures cus-
tomer sentiments about their shopping experi-
ences via in-store terminals labeled with four
different happy or sad faces.

* New end-of-chapter case on how Brooks Broth-
ers redesigned its processes to make the cloth-
ing retailer more relevant and more efficient.

We feel confident that the changes to the ninth
edition of Essentials of Contemporary Management
will stimulate and challenge students to think
about their future in the world of organizations.

Emphasis on Applied
Management

We went to great lengths to bring the manager
back into the subject matter of management.
That is, we wrote our chapters from the perspec-
tive of current or future managers to illustrate, in
a hands-on way, the problems and opportunities
they face and how they can effectively meet them.
For example, in Chapter 3, we provide an inte-
grated treatment of ethics and diversity that clearly

explains their significance to practicing managers.
In Chapter 6, we provide an integrated treatment
of planning, strategy, and competitive advantage
highlighting the crucial choices managers face as
they perform the planning function. Throughout
the text, we emphasize important issues managers
face and how management theory, research, and
practice can help them and their organizations be
effective.

The last two chapters cover the topics of com-
munication, operations management, and technol-
ogy, subjects that tend to be difficult to teach to
new management students in an interesting way.
We have streamlined the chapters in an effort to
highlight the key concepts students need to know
and understand when it comes to how managers
address these important processes.

Flexible Organization

We designed the grouping of chapters to allow
instructors to teach the chapter material in the
order that best suits their needs. Instructors are not
tied to the planning, organizing, leading, and con-
trolling framework, even though our presentation
remains consistent with this approach.
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FOR INSTRUCTORS

You’re in the driver’s seat. 650/
O

Less Time
Grading

Want to build your own course? No problem. Prefer to use our turnkey,
prebuilt course? Easy. Want to make changes throughout the semester?
Sure. And you’ll save time with Connect’s auto-grading too.

= ~—  They’ll thank you for it.

Adaptive study resources like SmartBook® 2.0 help
your students be better prepared in less time. You
can transform your class time from dull definitions to
dynamic debates. Find out more about the powerful
personalized learning experience available in
SmartBook 2.0 at www.mheducation.com/highered/
connect/smartbook

Laptop: McGraw-Hill; Woman/dog: George Doyle/Getty Images

Make it simple, @
make it affordable. | 1]

Connect makes it easy with seamless
integration using any of the major
Learning Management Systems—

Solutions for your
challenges.

/4

A product isn’t a solution. Real
solutions are affordable, reliable,
and come with training and

Blackboard®, Canvas, and D2L, among
others—to let you organize your course
in one convenient location. Give your
students access to digital materials at

a discount with our inclusive access
program. Ask your McGraw-Hill
representative for more information.

Padlock: Jobalou/Getty Images

ongoing support when you need it
and how you want it. Our Customer
Experience Group can also help
you troubleshoot tech problems—
although Connect’s 99% uptime
means you might not need to call
them. See for yourself at status.
mheducation.com

Checkmark: Jobalou/Getty Images
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FOR STUDENTS

Effective, efficient studying.

onnect helps you be more productive with your study time and get better grades using tools like
martBook 2.0, which highlights key concepts and creates a personalized study plan. Connect sets you
up for success, so you walk into class with confidence and walk out with better grades.

tudy anytime, anywhere. JUCCLAUL GRS
app—it made it easy
ownload the free ReadAnywhere app and access your to study when you
nline eBook or SmartBook 2.0 assignments when it’s .
don't have your text-

onvenient, even if you're offline. And since the app
utomatically syncs with your eBook and SmartBook

.0 assignments in Connect, all of your work is available
very time you open it. Find out more at
ww.mheducation.com/readanywhere

book in front of you.” ®

- Jordan Cunningham,
Eastern Washington University

No surprises.

The Connect Calendar and Reports tools keep you on track with the
work you need to get done and your assignment scores. Life gets busy
Connect tools help you keep learning through it all.

Calendar: owattaphotos/Getty Images

Learning for everyone.

McGraw-Hill works directly with Accessibility Services
Departments and faculty to meet the learning needs
of all students. Please contact your Accessibility
Services office and ask them to email
accessibility@mheducation.com, or visit

heducat about/. ibilit

for more information.

Top: Jenner Images/Getty Images, Left: Hero Images/Getty Images, Right: Hero Images/Getty Images
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Mc o CREATE Instructors
L Cr% te can now tailor their
teaching resources to

match the way they teach! With McGraw-Hill
reate, www.mcgrawhillcreate.com, instructors

an easily rearrange chapters, combine material
from other content sources, and quickly upload
and integrate their own content, such as course
syllabi or teaching notes. Find the right content in
reate by searching through thousands of leading

McGraw-Hill textbooks. Arrange the material to
fit your teaching style. Order a Create book and
receive a complimentary print review copy in
hree to five business days or a complimentary
lectronic review copy via e-mail within one hour.
o to www.mcgrawhillcreate.com today and

register.

EGRITY: LECTURES 24/7 Tegrity in Connect is
a tool that makes class time available 24/7 by auto-
matically capturing every lecture. With a simple
one-click start-and-stop process, you capture all

omputer screens and corresponding audio in a
format that is easy to search, frame by frame. Stu-
dents can replay any part of any class with easy-to-

se, browser-based viewing on a PC, Mac, iPod, or
other mobile device.

Educators know that the more students can see
hear, and experience class resources, the better they
learn. In fact, studies prove it. Tegrity’s unique search
feature helps students efficiently find what they
need, when they need it, across an entire semester
of class recordings. Help turn your students’ study
ime into learning moments immediately supported
by your lecture. With Tegrity, you also increase
intent listening and class participation by easing stu-
dents’ concerns about note-taking. Using Tegrity in

onnect will make it more likely you will see stu-
dents’ faces, not the tops of their heads.

PUS McGraw-Hill

Graw
i Campu
Campus is a new one-

stop teaching and learning experience available
o users of any learning management system.
his institutional service allows faculty and stu-
dents to enjoy single sign-on (SSO) access to all

MCGRAW-HILL CAM-

McGraw-Hill Higher Education materials, includ-
ing the award-winning McGraw-Hill Connect
platform, from directly within the institution’s
website. With McGraw-Hill Campus, faculty
receive instant access to teaching materials (e.g.,
eTextbooks, test banks, PowerPoint slides, ani-
mations, learning objectives, etc.), allowing them
to browse, search, and use any instructor ancil
lary content in our vast library at no additional
cost to instructor or students. In addition, stu-
dents enjoy SSO access to a variety of free con-
tent (e.g., quizzes, flash cards, narrated
presentations, etc.) and subscription-based prod-
ucts (e.g., McGraw-Hill Connect). With McGraw-
Hill Campus enabled, faculty and students will
never need to create another account to access
McGraw-Hill products and services. Learn more
at www.mhcampus.com.

IASSURANCE OF LEARNING READY Many edu+
cational institutions today focus on the notion of
assurance of learning, an important element of some
accreditation standards. Essentials of Contemporary
Management is designed specifically to support
instructors” assurance of learning initiatives with a
simple yet powerful solution. Each test bank ques-
tion for Essentials of Contemporary Management
maps to a specific chapter learning objective listed
in the text.

TTAACSE jreeme

INTERNATIONAL Education is

a proud cor-
porate member of AACSB International. Under-
standing the importance and value of AACSB
accreditation, Essentials of Contemporary Manage-
ment recognizes the curricula guidelines detailed
in the AACSB standards for business accredita-
tion by connecting selected questions in the text
and the test bank to the eight general knowledge
and skill guidelines in the AACSB standards. The
statements contained in Essentials of Contemporary
Management are provided only as a guide for the
users of this product. The AACSB leaves content
coverage and assessment within the purview of

xii
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individual schools, the mission of the school, and
the faculty. While the Essentials of Contemporary
Management teaching package makes no claim of
any specific AACSB qualification or evaluation, we
have within Essentials of Contemporary Management
labeled selected questions according to the eight
general knowledge and skills areas.

MCGRAW-HILL CUSTOMER EXPERIENCE
GROUP CONTACT INFORMATION At McGraw-
Hill Education, we understand that getting the
most from new technology can be challeng-
ing. That’s why our services don’t stop after you

purchase our products. You can e-mail our Product
Specialists 24 hours a day to get product training
online. Or you can search our knowledge bank of
Frequently Asked Questions on our support web-
site. For Customer Support, call 800-331-5094 or
visit www.mhhe.com/support. One of our Techni-
cal Support Analysts will be able to assist you in a
timely fashion.
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Finding a way to integrate and present the rapidly
growing literature on contemporary management
and make it interesting and meaningful for stu-
dents is not an easy task. In writing and revising
the various editions of Essentials of Contemporary
Management, we have been fortunate to have had
the assistance of several people who have con-
tributed greatly to the book’s final form. First, we
are grateful to Michael Ablassmeir, our executive
brand manager, for his support and commitment
to our project, and for always finding ways to pro-
vide the resources that we needed to continually
improve and refine our book. Second, we are grate-
ful to Haley Burmeister, our product developer
for so ably coordinating the book’s progress, and
to her and Deb Clare, our marketing manager, for
providing us with concise and timely feedback and
information from professors and reviewers that
have allowed us to shape the book to the needs of
its intended market. We also thank David Hash
for executing an awe-inspiring design and Maria
McGreal for coordinating the production process.
We are also grateful to the many colleagues and
reviewers who provided us with useful and detailed
feedback, perceptive comments, and valuable sug-
gestions for improving the manuscript.

Producing any competitive work is a challenge.
Producing a truly market-driven textbook requires
tremendous effort beyond simply obtaining reviews
on a draft manuscript. Our goal behind the develop-
ment of Essentials of Contemporary Management has
been clear-cut: to be the most customer-driven essen-
tials of management text and supplement package
ever published! The favorable reception that our book
has received from its users suggests that our thor-
ough product development plan did lead to a book
that has met the expectations of both faculty and stu-
dents. For the new edition, we have continued to add
new reviewers to the more than 200 faculty who orig-
inally took part in developmental activities ranging
from regional focus groups to manuscript reviews
and surveys. Consequently, we’re confident that the
changes we have made to our book and its excellent
support package will even more closely meet your
expectations and needs.

We extend our special thanks to the faculty who
gave us detailed chapter-by-chapter feedback dur-
ing the development of the ninth edition:
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William Belcher, Troy University

Cydna Bougae, Montclair State University

Marcia Simmering Dickinson, Louisiana Tech
University

Carla C. Flores, Ball State University

Dana Frederick, Missouri State University

Shahbaz Gill, University of lllinois at
Urbana—Champaign

Terry A. Girdon, Pennsylvania College of
Technology

Joanne Hartsell, East Carolina University

Anne Kelly Hoel, University of Wisconsin-Stout

Tammy G. Hunt, University of North Carolina,
Wilmington

Tiffany Maldonado, University of Houston
Downtown

Marina Sebastijanovic, University of Houston

Joanna Shaw, Tarleton State University

Brandi L. Ulrich, Anne Arundel Community
College

Our thanks to these faculty who have contrib-
uted greatly to previous editions of Essentials of
Contemporary Management:

Garry Adams, Auburn University

M. Ruhul Amin, Bloomsburg University of
Pennsylvania

Fred Anderson, Indiana University of Pennsylvania

Jacquelyn Appeldorn, Dutchess Community
College

Barry Armandi, SUNY-OId Westbury

Dave Arnott, Dallas Baptist University

Debra Arvanites, Villanova University

Douglas E. Ashby, Lewis & Clark Community
College

Joe Atallah, Devry University

Kenneth E. Aupperle, The University of Akron

Barry S. Axe, Florida Atlantic University

Andrea D. Bailey, Moraine Valley Community
College

xiv

jon61530_fm_i-1.indd  xiv

@ 10/22/19 06:20 PM

Final PDF to printer




Final PDF to printer

Acknowledgments

XV

Jeff Bailey, University of Idaho

Robert M. Ballinger, Siena College

Moshe Banai, Bernard M. Baruch College

Frank Barber, Cuyahoga Community College

Reuel Barksdale, Columbus State Community
College

Sandy Jeanquart Barone, Murray State University

Lorraine P. Bassette, Prince George’s Community
College

Gene Baten, Central Connecticut State University

Myra Jo Bates, Bellevue University

Josephine Bazan, Holyoke Community College

Hrach Bedrosian, New York University

William Belcher, Troy University

Omar Belkhodja, Virginia State University

James Bell, Texas State University—San Marcos

Ellen A. Benowitz, Mercer County Community
College

Stephen Betts, William Paterson University

Jack C. Blanton, University of Kentucky

David E. Blevins, University of Arkansas at Little
Rock

Mary Jo Boehms, Jackson State Community College

Karen Boroff, Seton Hall University

Jennifer Bowers, Florida State University

Barbara Boyington, Brookdale Community College

Dan Bragg, Bowling Green State University

Charles Braun, Marshall University

Dennis Brode, Sinclair Community College

Gil Brookins, Siena College

Murray Brunton, Central Ohio Technical College

Patricia M. Buhler, Goldey-Beacom College

Judith G. Bulin, Monroe Community College

David Cadden, Quinnipiac College

Thomas Campbell, University of Texas—Austin

Thomas Carey, Western Michigan University

Barbara Carlin, University of Houston

Daniel P. Chamberlin, Regents University—CRB

Larry Chasteen, Stephen F. Austin State University

Raul Chavez, Eastern Mennonite University

Nicolette De Ville Christensen, Guilford College

Anthony A. Cioffi, Lorain County Community
College

Sharon F. Clark, Lebanon Valley College

Sharon Clinebell, University of Northern Colorado

Dianne Coleman, Wichita State University

Elizabeth Cooper, University of Rhode Island

Anne Cowden, California State
University—-Sacramento

Kent Curran, University of North Carolina

Arthur L. Darrow, Bowling Green State University

Tom Deckelman, Walsh College

D. Anthony DeStadio, Pittsburgh Technical
Institute

Ron DiBattista, Bryant College

Thomas Duening, University of Houston

Charles P. Duffy, lona College

Steve Dunphy, The University of Akron

Subhash Durlabhji, Northwestern State University

Robert A. Eberle, lona College

Karen Eboch, Bowling Green State University

Robert R. Edwards, Arkansas Tech University

Susan Eisner, Ramapo College of New Jersey

William Eldridge, Kean College

Pat Ellsberg, Lower Columbia College

Stan Elsea, Kansas State University

Scott Elston, lowa State University

Joseph Eshun, East Stroudsburg University

Judson Faurer, Metro State College of Denver

Dale Finn, University of New Haven

Joseph Fitzgerald, Siena College

Charles Flaherty, University of Minnesota

Alisa Fleming, University of Phoenix

Lucinda Fleming, Orange County Community
College

Robert Flemming, Delta State University

Jeanie M. Forray, Eastern Connecticut State
University

Marilyn L. Fox, Minnesota State University

Mankato Ellen Frank, Southern Connecticut State
University

Tracy Fulce, Oakton Community College

Joseph A. Gemma, Providence College

Neal Gersony, University of New Haven

Donna H. Giertz, Parkland College

Leo Giglio, Dowling College

Camille Girardi-Levy, Siena College

David Glew, Texas A&M University

Carol R. Graham, Western Kentucky University

Matthew Gross, Moraine Valley Community
College

John Hall, University of Florida

Eric L. Hansen, California State University—-Long
Beach

Justin U. Harris, Strayer College

Allison Harrison, Mississippi State University

Sandra Hartman, University of New Orleans

Brad D. Hays, North Central State College

Thomas D. Craven, York College of Pennsylvania

Gary Hensel, McHenry Community College

jon61530_fm_i-l.indd  xv @

10/22/19 06:20 PM




xvi Acknowledgments

Robert A. Herring III, Winston-Salem State
University

Eileen Bartels Hewitt, University of Scranton

Stephen R. Hiatt, Catawba College

Tammy Bunn Hiller, Bucknell University

Adrienne Hinds, Northern Virginia Community
College

Anne Kelly Hoel, University of Wisconsin—-Stout

Eileen Hogan, Kutztown University

Jerry Horgesheiner, Southern Utah State

Gordon K. Huddleston, South Carolina State
University

John Hughes, Texas Tech University

Larry W. Hughes, University of Nebraska at
Kearney

Tammy Hunt, University of North
Carolina—Wilmington

Gary S. Insch, West Virginia University

Charleen Jaeb, Cuyahoga Community College

Velma Jesser, Lane Community College

Richard E. Johe, Salem College

Gwendolyn Jones, The University of Akron

Kathy Jones, University of North Dakota

Marybeth Kardatzke, North Harris Montgomery
Community College District

Jim Katzenstein, California State University-
Dominguez Hills

Jehan G. Kavoosi, Clarion University of
Pennsylvania

Robert J. Keating, University of North Carolina at
Wilmington

Frank Khoury, Berkeley College

Peggi Koenecke, California State
University—-Sacramento

Donald Kopka, Towson University

Dennis Lee Kovach, Community College of
Allegheny County—North Campus

Mark Kunze, Virginia State University

Ken Lehmenn, Forsyth Technical Community
College

Lianlian Lin, California State Polytechnic
University

Grand Lindstrom, University of Wyoming

John Lipinski, Robert Morris University

Mary Lou Lockerby, College of DuPage

Esther Long, University of Florida

E. Geoffrey Love, University of Illinois

George S. Lowry, Randolph—Macon College

George E. Macdonald Jr., Laredo Community

Bryan Malcolm, University of Wisconsin

Z. A. Malik, Governors State University

Mary J. Mallott, George Washington University

Christine Marchese, Nassau Community College

Jennifer Martin, York College of Pennsylvania

Lisa McCormick, Community College of Allegheny
County

Reuben McDaniel, University of Texas

Robert L. McKeage, The University of Scranton

John A. Miller, Bucknell University

Richard R. J. Morin, James Madison University

Don Moseley, University of South Alabama-Mobile

Behnam Nakhai, Millersville University of
Pennsylvania

Robert D. Nale, Coastal Carolina University

Daniel F. Nehring, Morehead State University

Thomas C. Neil, Clark Atlanta University

Brian Niehoff, Kansas State University

Judy Nixon, University of Tennessee

Cliff Olson, Southern Adventists University

Karen Overton, HCC-Northeast College

Audrey Parajon, Wilmington University

Ralph W. Parrish, University of Central Oklahoma

Dane Partridge, University of Southern Indiana

Sheila J. Pechinski, University of Maine

Marc Pendel, Ball State University

Fred Pierce, Northwood University

Mary Pisnar, Baldwin Wallace College

Laynie Pizzolatto, Nicholls State University

Eleanor Polster, Florida International University

Paul Preston, University of Texas—San Antonio

Samuel Rabinowitz, Rutgers University—Camden

Gerald Ramsey, Indiana University Southeast

Charles Rarick, Transylvania University

Deana K. Ray, Forsyth Technical Community
College

Robert A. Reber, Western Kentucky University

Bob Redick, Lincoln Land Community College

Douglas Richardon, Eastfield College

Michael Riley, Gateway Community and Technical
College

Tina L. Robbins, Clemson University

Deborah Britt Roebuck, Kennesaw State
University

Harvey Rothenberg, Regis University

Catherine Ruggieri, St. John's University

George Ruggiero, Community College of Rhode
Island

Kathleen Rust, Elmhurst College

College

Robert Rustic, University of Findlay

jon61530_fm_i-1.indd  xvi

@ 10/22/19 06:20 PM

Final PDF to printer




Final PDF to printer

Acknowledgments

xvii

Cyndy Ruszkowski, Illinois State University

Nestor St. Charles, Dutchess Community College

Lynda St. Clair, Bryant College

Michael Santoro, Rutgers University

John L. Schmidt Jr., George Mason University

Gerald Schoenfeld Jr., James Madison University

Don Schreiber, Baylor University

Robert Schwartz, University of Toledo

Marina Sebastijanovic, University of Houston

Amit Shah, Frostburg State University

Joanna Shaw, Tarleton State University

Michael Shapiro, Dowling College

Raymond Shea, Monroe Community College

Richard Ray Shreve, Indiana University Northwest

Sidney Siegel, Drexel University

Thomas D. Sigerstad, Frostburg State University

Roy L. Simerly, East Carolina University

Randi L. Sims, Nova Southeastern University

Sharon Sloan, Northwood University

Erika E. Small, Coastal Carolina University

Andrea Smith-Hunter, Siena College

Brien Smith, Ball State University

Marjorie Smith, Mountain State University

Nayrie Smith, Miami Dade College

Raymond D. Smith, Towson State University

William A. Sodeman, University of Southern
Indiana

Carl J. Sonntag, Pikes Peak Community College

Robert W. Sosna, Menlo College

William Soukup, University of San Diego

Rieann Spence-Gale, Northern Virginia
Community College-Alexandria Campus

H. T. Stanton Jr., Barton College

Jerry Stevens, Texas Tech University

William A. Stoever, Seton Hall University

Charles I. Stubbart, Southern Illinois University at
Carbondale

James K. Swenson, Moorhead State University

Karen Ann Tarnoff, East Tennessee State
University

Scott Taylor, Moberly Area Community College

Jerry L. Thomas, Arapahoe Community College

Joe Thomas, Middle Tennessee State University

Kenneth Thompson, DePaul University

John Todd, University of Arkansas

Thomas Turk, Chapman University

Isaiah Ugboro, North Carolina A & T University

Brandi Ulrich, Anne Arundel Community College

Linn Van Dyne, Michigan State University

Jaen Vanhoegaerden, Ashridge Management
College

Barry L. Van Hook, Arizona State University

Gloria Walker, Florida Community College

Stuart H. Warnock, University of Southern
Colorado

Tommy Lee Waterson, Northwood University

Philip A. Weatherford, Embry-Riddle Aeronautical
University

Ben Weeks, St. Xavier University

Emilia S. Westney, Texas Tech University

Donita Whitney-Bammerlin, Kansas State
University

Robert Williams, University of North Alabama

W. J. Williams, Chicago State University

Shirley A. Wilson, Bryant College

Robert H. Woodhouse, University of St. Thomas

Michael A. Yahr, Robert Morris College

D. Kent Zimmerman, James Madison University

Finally, we are grateful to two incredibly won-
derful children, Nicholas and Julia, for being all
that they are and for the joy they bring to all who
know them.

Gareth R. Jones

Jennifer M. George
Jesse H. Jones Graduate School of Business
Rice University

jon61530_fm_i-1.indd  xvii @

10/22/19 06:20 PM




CHAPTER ONE

. The Management
\ Process Today -

Sam Edwards/age fotostock RF

Management Snapshot
Microsoft Soars with Nadella at the Helm 3

Overview

What Is Management? 4

Achieving High Performance: A Manager’s Goal 4
| Why Study Management? 6

Essential Managerial Tasks ¢
Planning 7| Organizing 8| Leading 8
| Controlling 81 MANAGER AS A PERSON: Making
ER Visits as Painless as Possible 9| Performing
Managerial Tasks: Mintzberg’s Typology 10

Levels of Managers n
Levels of Management 12

Types of Managerial Skills 14

MANAGEMENT INSIGHT: Success as a City
Manager 15

Managers Versus Entrepreneurs 18

Characteristics of Entrepreneurs 18
| Entrepreneurship and Management 18

Challenges for Management in a Global
Environment 20
Building Competitive Advantage 20| Maintaining
Ethical and Socially Responsible Standards 23
| ETHICS IN ACTION: Giving Employees a Nudge 24

| Managing a Diverse Workforce 25| Utilizing
New Technologies 26

Summary and Review 27

Management in Action 28
Topics for Discussion and Action 28 |  BUILDING

MANAGEMENT SKILLS 28 | Managing Ethically 29

| Small Group Breakout Exercise 29| Be the
Manager 30 | CASE IN THE NEWS: GE Drives Away

from Transportation 30

Appendix A: History of Management Thought 34
F. W. Taylor and Scientific Management 34| Weber’s
Bureaucratic Theory 37| The Work of Mary Parker
Follett 39| The Hawthorne Studies and Human
Relations 39| Theory Xand Theory Y a1

. CHAPTER TWO

Values, Attitudes,

| Emotions, and Culture:
The Manager as a
Person 4

Sam Edwards/age
fotostock RF

Management Snapshot
Success Is No Accident for Carnival’s CEO 45

Overview

Enduring Characteristics: Personality Traits 46

The Big Five Personality Traits 47| Other Personality
Traits That Affect Managerial Behavior 50| Additional
Personality Assessments 51

Values, Attitudes, and Moods and
Emotions s2

Values: Terminal and Instrumental 52| ETHICS IN
ACTION: Promoting Ethical Values in the Hotel Industry 53
| Attitudes 54| Moods and Emotions 57

Emotional Intelligence ss

MANAGING GLOBALLY: Emotional Intelligence across
Borders 59

Organizational Culture ¢o
Managers and Organizational Culture 62| The Role
of Values and Norms in Organizational Culture 63
| Culture and Managerial Action 67

Summary and Review ¢

xviii

jon61530_fm_i-1.indd  xviii

@ 10/22/19 06:20 PM

Final PDF to printer




Final PDF to printer

Contents

Xix

Management in Action 70

BUILDING
Managing Ethically 71

Topics for Discussion and Action 70 [

MANAGEMENT SKILLS 711

Part Two The Environment of Manageme

CHAPTER THREE

Managing Ethics and
Diversity 7

Sam Edwards/age fotostock RF

Management Snapshot
Inclusion for Women Engineers at Intel 79

Overview

The Nature of Ethics so

Ethical Dilemmas 81| Ethics and the Law &1 |
Changes in Ethics over Time 82

Stakeholders and Ethics s3

Stockholders 83| Managers 84| Employees 86 |
Suppliers and Distributors 87| Customers 87 |
Community, Society, and Nation-State 87| Rules
for Ethical Decision Making 88| Why Should
Managers Behave Ethically? o1 | Sources of an
Organization’s Code of Ethics 93| Ethical
Organizational Cultures 95| ETHICS IN ACTION:
Chatbot Provides Ethical Guidance 96

The Increasing Diversity of the Workforce and
the Environment o7

Age 98| Gender 98| Raceand Ethnicity 100
| FOCUS ON DIVERSITY: SodaStream’s Oasis of

Diversity 101| Religion 102 | Capabilities/
Disabilities 102 | Socioeconomic Background 103
| Sexual Orientation 104 | Other Kinds of

Diversity 104

Managers and the Effective Management of
Diversity 105

Critical Managerial Roles 105 |  Effectively
Managing Diversity Makes Good Business Sense 107

Sexual Harassment 108
Forms of Sexual Harassment 108 Steps Managers

Can Take to Eradicate Sexual Harassment 109
|  MANAGEMENT INSIGHT: Providing Effective Anti-

Harassment Training 110

| Small Group Breakout Exercise 711 Bethe
Manager 72 | CASEIN THE NEWS: Google Searches for a
Way to Maintain a Strong Culture 72

Summary and Review m

Management in Action n2

BUILDING MANAGEMENT
Managing Ethically 113 |

Topics for Discussion and Action 112 |
SKILLS  m2 |

Exercise 13 |

Small Group Breakout
CASE IN THE NEWS:
Chevron Tries to Stay on the High Road in Venezuela 114

Be the Manager 13 |

CHAPTER FOUR

Managing in the Global
Environment o

\

Polka Dot Images/ Jupiterimages

Management Snapshot
Walmart Takes on Amazon in India 121

Overview
What Is the Global Environment? 122

The Task Environment 123

Suppliers 124 | ETHICS IN ACTION: Levi Strauss
Motivates Global Suppliers to Treat Workers Well 125
| Distributors 127] Customers 127

| Competitors 128

The General Environment 13

Economic Forces 131 | Technological Forces 132
| Sociocultural Forces 1321 Demographic
Forces 134 Political and Legal Forces 134

The Changing Global Environment 135

The Process of Globalization 136 | Declining Barriers
to Trade and Investment 137 | MANAGEMENT
INSIGHT: Tariffs Are Tangling Auto Supply Chains 138

| Declining Barriers of Distance and Culture 139

| Effects of Free Trade on Managers 140

The Role of National Culture 14

Cultural Values and Norms 142 | Hofstede’s Model
of National Culture 142| The GLOBE Project 144
| National Culture and Global Management 145

| MANAGER AS A PERSON: Ready to Work in a Foreign

Country? 146

jon61530_fm_i-1.indd  xix @

10/22/19 06:20 PM




XX Contents

Summary and Review 147

Management in Action 148

opics for Discussion and Action 148 | BUILDING
MANAGEMENT SKILLS 149 | Managing Ethically 149 | Small
roup Breakout Exercise 149 | Bethe Manager 1501 CASE

IN THE NEWS: Foxconn Takes a Chance on Wisconsin 150

Part Three Planning, Decision Making, and Competitive Advantage

CHAPTER FIVE

Decision Making,
A | Learning, and
T\Creativity 154

Robert Nicholas/Ojo Images/age fotostock

Management Snapshot
Creativity and Ability to Learn Keep 23andMe Strong 155

Overview

The Nature of Managerial Decision

Making 156

Programmed and Nonprogrammed Decision
Making 157 | MANAGER AS A PERSON:

Glossier Shines Because Founder Seeks Advice 159

| The Classical Model 160 | The Administrative
Model 160

Steps in the Decision-Making Process 153

Recognize the Need for a Decision 164 | Generate
Alternatives 164 | Assess Alternatives 165

| Choose among Alternatives 167 | Implement
the Chosen Alternative 167 | Learn from Feedback 167

Group Decision Making 18

The Perils of Groupthink 168 | Devil's Advocacy 168 |
Diversity Among Decision Makers 169

Organizational Learning and Creativity 1o

Creating a Learning Organization 169 | MANAGING
GLOBALLY: Constant Learning Keeps Western Union
Relevant 1711 Promoting Individual Creativity 172

| Promoting Group Creativity 173! Promoting
Intrapreneurship and Learning 174
Summary and Review 175
Management in Action 176
Topics for Discussion and Action 176 |  BUILDING
MANAGEMENT SKILLS 177 | Managing Ethically 177
| Small Group Breakout Exercise 177 | Be the

Manager 178 | CASE IN THE NEWS: Marine Makers Are

CHAPTER SIX

Planning, Strategy,
| and Competitive
| Advantage

om Merton/AGE Fotostock RF

anagement Snapshot

orenson Plans for Continued Growth at
Marriott 183

Overview
Planning and Strategy 184

The Nature of the Planning Process 185
Why Planning Is Important 185 | Levels of
Planning 187 | Types of Planning 188 | Time
Horizons of Plans 190 |~ Standing Plans and Single-
Use Plans 190 | MANAGER AS A PERSON: With CEQ’s
Guidance, LAX Projects Take Off 191

Determining the Organization’s Mission
and Goals 192
Defining the Business 192 |
Goals 192

Establishing Major

Formulating Strategy 193
SWOT Analysis 193 |  MANAGEMENT INSIGHT:
Comcast Rethinks the Customer Experience 195 |  The
Five Forces Model 196

Formulating Business-Level Strategies 197

Low-Cost Strategy 198 |  Differentiation
Strategy 198 | Focused Low-Cost and Focused
Differentiation Strategies 199

Formulating Corporate-Level Strategies 2o

Concentration on a Single Industry 201 | Vertical
Integration 202 | Diversification 203

| International Expansion 205 | MANAGING
GLOBALLY: Early U.S. Wins Help FourKites

Fly Overseas 206

Building an Agile Future for Military Logistics 178

lanning and Implementing Strategy 210
O p g O J

jon61530_fm_i-1.indd  xx

@ 10/22/19 06:20 PM

Final PDF to printer




Final PDF to printer

Contents

Summary and Review 210

anagement in Action on

Part Four Organizing and Change

CHAPTER SEVEN
Designing
Organizational
| Structure =

@Jacob Lund/Shutterstock

Management Snapshot
Alaska Air Structures Work with Passengers in Mind 219

Overview

Designing Organizational Structure 220
The Organizational Environment 220
| Strategy 2211 Technology 222| Human
Resources 222

Grouping Tasks into Jobs: Job Design 223
Job Enlargement and Job Enrichment 224
| MANAGING GLOBALLY: IKEA s Redesigning Itself

for the Future 225 | The Job Characteristics
Model 226

Grouping Jobs into Functions and Divisions:
Designing Organizational Structure 227
Functional Structure 227 | Divisional Structures:
Product, Geographic, and Market 229 | ETHICSIN
ACTION: Pfizer's Prescription for a Healthier Organizational
Structure 231 |  MANAGER AS A PERSON: McDonald's
CEO Continues to Change Things Up 234 | Matrix and
Product Team Designs 235

Coordinating Functions and Divisions 237

Allocating Authority 238 | Integrating and
Coordinating Mechanisms 241

Strategic Alliances, B2B Network Structures,
and Technology 243

Summary and Review 245

Management in Action 246

Topics for Discussion and Action 246 |  BUILDING
MANAGEMENT SKILLS 246 |  Managing Ethically 247
| Small Group Breakout Exercise 247 | Be the

Manager 248 | CASE IN THE NEWS: Restructuring and
ahrnnnling Go Hand in-Hand at ﬁgilvy 248

Expenses

Change

Change

Manager

opics for Discussion and Action 21 | BUILDING
MANAGEMENT SKILLS 21|  Managing Ethically 212 | Small
roup Breakout Exercise 212 | Bethe Manager 212 CASE
IN THE NEWS: Best Buy Strategies Evolve with the Times 213

Image Source/Getty Images

Management Snapshot
P&G Takes a Hard Look at Digital Ads 253

Overview
What Is Organizational Control? 254

The Importance of Organizational Control 255

| MANAGEMENT INSIGHT: Controlling Your Office
Inbox 256 | Control Systems and Technology 257
| The Control Process 259

Output Control 262

Financial Measures of Performance 262

| MANAGEMENT INSIGHT: WANTED: Strong Writing

and Problem-Solving Skills 264 |  Organizational
Goals 264 Operating Budgets 265 | MANAGING
GLOBALLY: Zero-Based Budgeting Helps Control

Behavior Control 267

Direct Supervision 268 | Management by
Objectives 268 | Bureaucratic Control 270

| Problems with Bureaucratic Control 271
Organizational Culture and Clan Control 273
Adaptive Cultures versus Inert Cultures 273

Organizational Change 274

Assessing the Need for Change 275| Deciding
on the Change to Make 276 | Implementing the

on a Long Road to Redemption 277 |  Evaluating the

Summary and Review 279

Management in Action 280

Topics for Discussion and Action 280 | BUILDING
MANAGEMENT SKILLS 280 | Managing Ethically 280
| Small Group Breakout Exercise 2811 Be the

Controls In ventory and Customer Experience 282

CHAPTER EIGHT

Organizational Control
and Change 2

266 | Problems with Output Control 267

2771 ETHICS IN ACTION: Volkswagen Sets Off

278

281 | CASE IN THE NEWS: How Stitch Fix

jon61530_fm_i-1.indd  xxi @

10/22/19 06:20 PM




xxii Contents

CHAPTER NINE
Motivation 2ss

Yuri Arcurs/Cutcaster

Management Snapshot

Martha Firestone Ford Is a Motivating Force for Her
Detroit Lions 287

Overview

The Nature of Motivation 238

Expectancy Theory 2o

Expectancy 201| Instrumentality 292
| Valence 2903| Bringing It All Together 293

Need Theories 294

Maslow’s Hierarchy of Needs 294 | Herzberg's
Motivator-Hygiene Theory 296 | McClelland’s
Needs for Achievement, Affiliation, and Power 296
| Other Needs 297

Equity Theory 297

Equity 2071 Inequity 298| Ways to
Restore Equity 298 | Equity and Justice in
Organizations 299 | FOCUS ON DIVERSITY: For
Diversity to Motivate, It Must Come with Equity 300

Goal-Setting Theory o

Learning Theories 302

Operant Conditioning Theory 303 | Social
Learning Theory 305

Pay and Motivation 306

ETHICS IN ACTION: The Fairness of Merit Pay 307

| Basing Merit Pay on Individual, Group, or
Organizational Performance 308 | Salary
Increase or Bonus? 309 | Examples of Merit Pay
Plans 310

Summary and Review 3n

Management in Action s

Topics for Discussion and Action 312 | BUILDING
MANAGEMENT SKILLS 312 | Managing Ethically 313
| Small Group Breakout Exercise 313 | Bethe
Manager 213 | CASE IN THE NEWS: DTE Energy Ignites

Employees with a Shared Sense of Purpose 314

CHAPTER TEN
Leaders and

\ ’i Leadership o

@stockbroker/123RF.com

Management Snapshot

Leaders Point Cancer Institute in the Right
Direction 321

Overview

The Nature of Leadership 322
Personal Leadership Style and Managerial Tasks 323
| Servant Leadership 323| ETHICSIN ACTION:
Servant Leadership at Zingerman's 324 |  Leadership
Styles across Cultures 325 | Power: The Key to
Leadership 326 Empowerment: An Ingredient in
Modern Management 328

Trait and Behavior Models of
Leadership 329
The Trait Model 329 | The Behavior Model 330

Contingency Models of Leadership sz

Fiedler’s Contingency Model 3311 MANAGING
GLOBALLY: International Differences in Leadership 334
| House’s Path-Goal Theory 334 | The

Leader Substitutes Model 335 | Bringing It All
Together 336

Transformational Leadership 337

Being a Charismatic Leader 338 | Stimulating
Employees Intellectually 339 | Engaging in
Developmental Consideration 339 | The
Distinction between Transformational and
Transactional Leadership 339

Gender and Leadership 340

Emotional Intelligence and Leadership 34
MANAGEMENT INSIGHT: Becoming a High-EQ Leader 342

Summary and Review 343

Management in Action 344

Topics for Discussion and Action 344 | BUILDING
MANAGEMENT SKILLS 345 | Managing Ethically 345
| Small Group Breakout Exercise 345 |  Be the
Manager 346 | CASE IN THE NEWS: CEO's Leadership

Helps Levi Strauss Succeed 346

jon61530_fm_i-1.indd  xxii

@ 10/22/19 06:20 PM

Final PDF to printer




Final PDF to printer

Contents

| CHAPTER ELEVEN = |
|| Effective Team
Management s

El Nariz/Shutterstock

Management Snapshot
Leading the Army’s Battle against Red Tape 353

Overview

Groups, Teams, and Organizational

Effectiveness 354
MANAGEMENT INSIGHT: Team Members Need Soft
Skills 355 |  Groups and Teams as Performance
Enhancers 356 | Groups, Teams, and
Responsiveness to Customers 356 | Teams
and Innovation 357 | Groups and Teams as
Motivators 357

Types of Groups and Teams  3ss

The Top Management Team 359 | Research

and Development Teams 359 | Command
Groups 359 | Task Forces 360 Self-Managed
Work Teams 360 | MANAGEMENT INSIGHT: Self-
Managed Teams Key to Gore's Success 361 | Virtual
Teams 362 | Friendship Groups 3641 Interest
Groups 364

Group Dynamics 364

Group Size and Roles 364 | Group

Leadership 366 | Group Development over
Time 3661 Group Norms 3671 Group
Cohesiveness 370 | FOCUS ON DIVERSITY: Tapping
into Team Members' Diversity 373

Managing Groups and Teams for High
Performance 375

Motivating Group Members to Achieve
Organizational Goals 375 | Reducing Social Loafing
in Groups 376

Summary and Review 378

Management in Action 379

Topics for Discussion and Action 379 | BUILDING
MANAGEMENT SKILLS 379 |  Managing Ethically 380
| Small Group Breakout Exercise 380 | Bethe

Manager 380 | CASE IN THE NEWS: Adient Builds Better

with Teams 381

xxiii

Building and Managing

Human Resources ss¢

David Lees/Digital Vision/Getty Images

Management Snapshot
Unilever CHRO Makes Talent Development Count 387

Overview

Strategic Human Resource Management 3ss

Overview of the Components of HRM 389
| MANAGEMENT INSIGHT: Strategic HRM Helps Build a
Strong Future 390

The Legal Environment of HRM 302

Recruitment and Selection 303
Human Resource Planning 394 | Job Analysis 395
| External and Internal Recruitment 395| The
Selection Process 397 | FOCUS ON DIVERSITY:
Recruiting Practices That Promote Diversity 397

Training and Development 4o
Types of Training 4011 Types of
Development 402 | Transfer of Training
and Development 404

Performance Appraisal and Feedback 404
Types of Performance Appraisal 405| Who
Appraises Performance? 406 | Effective
Performance Feedback 407 | Recent Trends in
Performance Appraisal 409

Pay and Benefits 409

Pay Level 409 |
| Benefits 410

Pay Structure 410

Labor Relations 4n

Unions 412 |  Collective Bargaining 413

Summary and Review 413

Management in Action 414

Topics for Discussion and Action 414 |  BUILDING
MANAGEMENT SKILLS 414 |  Managing Ethically 415
| Small Group Breakout Exercise 415 | Be the
Manager 415 | CASE IN THE NEWS: How Salesforce Sets
Itself Apart in a Tight Labor Market 416

jon61530_fm_i-1indd  xxiii @

10/22/19 06:20 PM




xxiv Contents

Part Six Controlling Essential Activities and Processes

CHAPTER THIRTEEN

& Effective
" Communication 42

Tom Merton/age fotostock

Management Snapshot

How Boston Consulting Group Promotes Better
Communication 423

Overview

Communication and Management 424
The Importance of Good Communication 424

Be Heard at Work 425

The Communication Process 426

The Dangers of Ineffective Communication 428
| ETHICS IN ACTION: Questions Can Open the Door to
Honest, Open Communication 428

Information Richness and Communication
Media 430
Face-to-Face Communication 4311 Spoken
Communication Transmitted Electronically 432
| Personally Addressed Written
Communication 432 | Impersonal Written
Communication 433

Communication Networks 434

Internal Communication Networks 434 | External
Communication Networks 435

Communication Skills for Managers 43¢
Communication Skills for Managers as Senders 436
| MANAGEMENT INSIGHT: Making a Positive First
Impression 437 |  Communication Skills for
Managers as Receivers 440

Summary and Review a1

Management in Action 442

Topics for Discussion and Action 442 | BUILDING
MANAGEMENT SKILLS 442 |  Managing

Ethically 442 |  Small Group Breakout Exercise 443
| Bethe Manager 4431 CASE IN THE NEWS:

How Netflix Aims to Make Communication Radically
Honest 444

| MANAGER AS A PERSON: Hyphen's Goal for Employees:

CHAPTER FOURTEEN

Operations
Management:
Managing Operations
Tom Merton/age fotostock AN Processes s
Management Snapshot

Efficiency Frees Kraft Heinz to Innovate 449
Overview

Operations Management and Competitive
Advantage 4s0

Information and the Manager’s Job s
Attributes of Useful Information 4511 WhatIs
Information Technology? 453 | MANAGEMENT
INSIGHT: With Butterfly, Software Becomes an Ever-Present
Coach 4531 Information and Decisions 454
| Information and Control 455! ETHICSIN
ACTION: Users Quit Facebook over Privacy Issues 457
| Information and Coordination 458

Improving Responsiveness to Customers 4so
What Do Customers Want? 459 | MANAGING
GLOBALLY: HappyOrNot Helps Customers Keep Their
Customers Happy 459 | Designing Production
Systems to Be Responsive to Customers 460
| Customer Relationship Management 461

Improving Quality 462

Improving Efficiency 4¢3
Facilities Layout, Flexible Manufacturing, and
Efficiency 464 | Just-in-Time Inventory and
Efficiency 466 | Self-Managed Work Teams
and Efficiency 467 | Process Reengineering and
Efficiency 467

Operations Management: Some Remaining

Issues 469

Summary and Review 469

Management in Action 470

Topics for Discussion and Action 470 | BUILDING
MANAGEMENT SKILLS 471 | Managing Ethically 471

| Small Group Breakout Exercise 4711  Be the

Manager 472 | CASE IN THE NEWS: How Brooks Brothers
Redesigned Itself for a Brighter Future 472

Appendix B: Career Development 476
Types of Careers 477 | Career Stages 478
| Effective Career Management 480

jon61530_fm_i-1.indd  xxiv

@ 10/22/19 06:20 PM

Final PDF to printer




Essentials of

Contemporary
Management

Ninth Edition



1 Process Toc

Learning Objectives
After studying this chapter, you should be able to:

LO 1-1 Describe what management is, why management
is important, what managers do, and how manag-
ers use organizational resources efficiently and
effectively to achieve organizational goals.

LO 1-2 Distinguish among planning, organizing, leading,
and controlling (the four principal managerial
tasks), and explain how managers’ ability to han-
dle each one affects organizational performance.

LO 1-3 Differentiate among three levels of management,
and understand the tasks and responsibilities of
managers at different levels in the organizational
hierarchy.

jon61530_ch01_002-033.indd 2

LO 1-4

LO 1-5

LO 1-6
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Distinguish among three kinds of managerial skill,
and explain why managers are divided into dif-
ferent departments to perform their tasks more
efficiently and effectively.

Contrast the differences between managers,
entrepreneurs, and intrapreneurs.

Discuss the principal challenges managers
face in today’s increasingly competitive global
environment.
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Management Snapshot

Microsoft Soars with Nadella at the Helm

What Difference Can a Manager Make?

fter the success of its Windows operating system

and Office software suite, Microsoft struggled to
find a source of new growth. While earnings continued
to rise, an unmoving stock price suggested that
investors no longer saw a rosy future for the company.’
This changed when Microsoft made Satya Nadella its
third chief executive officer (CEO).

Nadella brought a fresh vision. Microsoft had defined
its mission as a personal computer on every desk and
in every home, running Microsoft’s software. By the
end of the millennium in most of the world, that mission
had been accomplished. It no longer illuminated a way
forward. Nadella introduced a new mission: to “create
technology so that others can create more technol-
ogy,” enabling people and organizations to accomplish
more.? This is a view of technology being beneficial—for
example, opening ways for people with disabilities to
participate in the world more fully.

Nadella brought Microsoft a new kind of leadership,
based on empathy. Empathy includes listening carefully

jon61530_ch01_002-033.indd 3 @

to customer needs—information essential for providing
relevant products and services.> Nadella asks employ-
ees to use empathy with one another, too. Leading by
example, he conducts town-hall meetings online, invit-
ing employees to give live feedback by submitting anon-
ymous emojis, which he reviews to gauge employee
concerns.* He is also known for listening attentively to
employees’ ideas.

Nadella instructs employees to avoid a fixed mind-
set, using existing skills to reach some endpoint and
then staying put. He teaches a growth mind-set, based
on learning and constantly improving. Nadella exempli-
fies this with his open-mindedness toward his own per-
formance. He has said that reflecting on his mistakes
inspires him, as it motivates him to change.® He shares
this spirit in each of the leadership team’s weekly meet-
ings by scheduling a presentation by employees who
are working on something exciting. When employees
try for growth but fall short, Nadella encourages them to
push on and fix the problem.

Nadella values diversity. High-tech companies have
been criticized as unfriendly to some employees, par-
ticularly women. In contrast, Nadella’s drive for a culture
of empathy fosters an environment that recognizes all
employees’ contributions. His goal is that Microsoft will
not merely hire a diverse workforce but enable employ-
ees to participate and thrive. Nadella is particularly
committed to providing opportunities for persons with
disabilities.

What prepared Nadella for all this? He knows the
business well, having worked for Microsoft since age
25. Raised in India, he earned a master’s degree in com-
puter science from the University of Wisconsin—Madison
and joined Microsoft after a few years with Sun Micro-
systems. He accepted tough assignments and guid-
ance from mentors, including a Netflix executive who

Microsoft CEO Satya Nadella has brought a
new perspective and vision to the tech giant.
His leadership and focus on empathy and
diversity are a winning combination.

Matt Winkelmeyer/Getty Images
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organizations
Collections of people
ho work together
and coordinate their
actions to achieve a
ide variety of goals
or desired future
outcomes.

Man

LO 1-1

Describe what manage-
ment is, why manage-
ment is important,

what managers do,

and how managers

use organizational
resources efficiently and
effectively to achieve
organizational goals.

management The
planning, organizing,
leading, and
controlling of human
and other resources to
achieve organizational
goals efficiently and
effectively.

4

athy

)

| d

ngs so Nadella could see that
n making. He reads widely and
ections among ideas. Being the
two with disabilities, has taught
and a desire to empower peo-

Under Nadella’s leadership, Microsoft is exceeding
expectations. It is getting involved in today’s cutting-
edge technology. Employee morale and product quality
have risen, and the market value of its stock continues

to climb.”

° Managing a company is a complex activity, and effective
Ve rV1eW managers like Satya Nadella face many challenges from
within and outside their organizations. Management is an
unpredictable process. Making the right decision is often difficult, and even success-
ful managers often make mistakes. But the most effective managers learn from their
mistakes and continually try to find ways to improve their companies’” performance.
In this chapter we look at what managers do and what skills and abilities they
must develop to manage their organizations successfully. We also identify the differ-
ent kinds of managers that organizations need and the skills and abilities they must
develop to succeed. Finally, we identify some challenges managers must address if
their organizations are to grow and prosper.

When you think of a manager, what kind of person comes
to mind? Do you think of an executive like Satya Nadella,
who helps direct his company? Or do you see a manager at

What Is
I_gel ] lent? a fast-food restaurant, who deals directly with employees
and customers, or the person you answer to if you have a

part-time job? What do all these people have in common? First, they all work in
organizations. Organizations are collections of people who work together and coor-
dinate their actions to achieve a wide variety of goals or desired future outcomes.
Second, as managers, they are the people responsible for supervising and making
the most of an organization’s human and other resources to achieve its goals.

Management, then, is the planning, organizing, leading, and controlling of
human and other resources to achieve organizational goals efficiently and effec-
tively. An organization’s resources include assets such as people and their skills,
know-how, and experience; machinery; raw materials; computers and information
technology; and patents, financial capital, and loyal customers and employees.

Achieving High Performance: A Manager’s Goal

One of the most important goals that organizations and their members try to
achieve is to provide some kind of good or service that customers value or desire.
Satya Nadella’s principal goal is to manage Microsoft so that the company continues
to innovate with new products and services for the global marketplace. Likewise,
the principal goal of fast-food managers is to produce tasty and convenient food that

ustomers enjoy and come back to buy again and again

jon61530_ch01_002-033.indd 4
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rganizational
erformance
measure of how
fficiently and
ffectively a manager
ses resources to
atisfy customers and
chieve organizational
oals.

fficiency A measure
f how well or how
roductively resources
re used to achieve
goal.

ffectiveness

A measure of the
appropriateness of the
goals an organization
s pursuing and the
degree to which the
organization achieves
those goals.

Figure 1.1
Efficiency,
Effectiveness, and
Performance in an
Organization

The Management Process Today 5

Organizational performance is a measure of how efficiently and effectively
managers use available resources to satisfy customers and achieve organiza-
tional goals. Organizational performance increases in direct proportion to
increases in efficiency and effectiveness (see Figure 1.1). What are efficiency and
effectiveness?

Efficiency is a measure of how productively resources are used to achieve a goal.
Organizations are efficient when managers minimize the amount of input resources
(such as labor, raw materials, and component parts) or the amount of time needed
to produce a given output of goods or services. For example, Burger King develops
ever more efficient fat fryers that not only reduce the amount of oil used in cook-
ing, but also speed up the cooking of french fries. UPS develops new work routines
to reduce delivery time, such as instructing drivers to leave their truck doors open
when going short distances.

To encourage efficiency, Satya Nadella has led Microsoft in a comprehen-
sive retooling of the company’s products and services since he became CEQ
in 2014. He has eliminated unsuccessful product lines while expanding others
and continues to foster a collaborative environment in which he encourages
employees to be fearless in their efforts to transform the company into a digital
powerhouse.®
Effectiveness is a measure of the appropriateness of the goals that managers have
selected for the organization to pursue and the degree to which the organization
achieves those goals. Organizations are effective when managers choose appropriate

EFFICIENCY

Low HIGH

Low efficiency/
High effectiveness

High efficiency/
High effectiveness

Manager chooses the right
goals to pursue and makes

Manager chooses the right

goals to pursue, but does a poor

HIGH job of using resources to good use of resources to
% achieve these goals. achieve these goals.
L Result: A product that Result: A product that
Z customers want, but that is too customers want at a quality and
w expensive for them to buy. price that they can afford.
>
=
3 Low efficiency/ High efficiency/
L Low effectiveness Low effectiveness
L
1] Manager chooses the wrong Manager chooses inappropriate
LOW goals to pursue and makes poor goals, but makes good use of

use of resources.
Result: A low-quality product
that customers do not want.

resources to pursue these
goals.
Result: A high-quality product
that customers do not want.

High-performing organizations are efficient and effective.

jon61530_ch01_002-033.indd 5

@ 07/26/19 09:28 AM




@ Final PDF to printer

6 Chapter One

goals and then achieve them. Some years ago, for example, managers at McDonald’s
decided on the goal of providing breakfast service to attract more customers. The
choice of this goal proved smart. Shortly thereafter, McDonald’s management made
the decision to offer the breakfast menu all day long, a strategy that has been suc-
cessful and well received by consumers. Recently, the fast-food giant announced
it would be adding more items to its breakfast menu, in an effort to attract more
customers.’

High-performing organizations, such as Apple, Marriott, Walmart, Home Depot,
Accenture, and Habitat for Humanity are simultaneously efficient and effective.
Effective managers are those who choose the right organizational goals to pursue
and have the skills to utilize resources efficiently.

Why Study Management?

The dynamic and complex nature of modern work means that managerial skills are
in demand. Organizations need individuals like you who can understand this com-
plexity, respond to environmental contingencies, and make decisions that are ethi-
cal and effective. Studying management helps equip individuals to accomplish each
of these tasks.

In a broader sense, individuals generally learn through personal experience
(think the “school of hard knocks”) or through the experiences of others. By study-
ing management in school, you are exposing yourself to the lessons others have
learned. The advantage of such social learning is that you are not bound to repeat
the mistakes others have made in the past. Furthermore, by studying and practic-
ing the behaviors of good managers and high-performing companies, you will equip
yourself to help your future employer succeed.

The economic benefits of becoming a good manager are also impressive. In the
United States, general managers can earn a median wage of $100,410 with a pro-
jected growth rate in job openings of 5% to 9% between now and 2026."

Finally, learning management principles can help you make good decisions in
nonwork situations. If you're coaching a child’s soccer team, organizing a charity 5K
run, planning your financial budget, or starting a new business, good management
principles will help you understand others, make quality decisions, and improve
your overall personal success.

The job of management is to help an organization make the

Essentlal best use of its resources to achieve its goals. How do man-
agers accomplish this objective? They do so by performing

Nla_na_ erlal four essential managerial tasks: planning, orqanizing, leading,
g p 8, 018 8 8

and controlling. The arrows linking these tasks in Figure 1.2
TaSkS suggest the sequence in which managers typically perform

LO 1-2 them. French manager Henri Fayol first outlined the nature
Distinguish among of these managerial activities around the turn of the 20th century in General and
S Syl I g, Industrial Management, a book that remains the classic statement of what managers

leading, and controlling
(the four principal man-
agerial tasks), and explain

must do to create a high-performing organization."
Managers at all levels and in all departments—whether in small or large compa-

how managers’ ability nies, for-profit or not-for-profit organizations, or organizations that operate in one
to handle each one country or throughout the world—are responsible for performing these four tasks,
affects organizational which we look at next. How well managers perform these tasks determines how
performance.

efficient and effective their organizations are
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Figure 1.2

Four Tasks of
Management

planning Identifying
and selecting
appropriate goals; one
of the four principal
tasks of management.

strategy A cluster of
decisions about what
goals to pursue, what
actions to take, and
how to use resources
to achieve those
goals.

Planning
Choose appropriate
organizational
goals and courses
of action to best
achieve those goals.

Organizing
Establish task
and authority

relationships that
allow people to work
together to achieve
organizational
goals.

Controlling
Establish accurate
measuring and
monitoring systems
to evaluate how well
the organization has
achieved its goals.

Leading
Motivate,
coordinate, and
energize individuals
and groups to work
together to achieve
organizational goals.

Planning

To perform the planning task, managers identify and select appropriate organi-
zational goals and courses of action; they develop strategies for how to achieve
high performance. The three steps involved in planning are (1) deciding which
goals the organization will pursue, (2) deciding what strategies to adopt to attain
those goals, and (3) deciding how to allocate organizational resources to pursue
the strategies that attain those goals. How well managers plan and develop strate-
gies determines how effective and efficient the organization is—its performance
level."
As an example of planning in action, consider Microsoft’s recent innovation in
artificial intelligence (Al) with its app, Seeing Al, which uses computer vision to
audibly help people who are blind and visually impaired “see” the world around
them through narration on an iOS device. Users can customize the voice it uses to
verbalize observations and set how fast the voice talks. In addition, the app boasts
currency recognition (e.g., U.S. dollars, British pounds, Euros), can detect the color
of specific objects like clothing, recognizes handwriting, and includes a musical
detector to alert users with an audible tone to light in a specific environment. Micro-
soft says this last feature will save users from touching a hot bulb or LED battery
to check if it’s working. To date, the app has been downloaded more than 100,000
times and is now available in 35 countries.”® This Al innovation helps Microsoft
shape its planning into an effective business strategy, which is a cluster of decisions
about what organizational goals to pursue, what actions to take, and how to use
resources to achieve these goals.
Planning strategy is complex and difficult, especially because planning is done
under uncertainty when the result is unknown so that either success or failure is
a possible outcome of the planning process. Managers take major risks when they
ommit organizational resources to pursue a particular strategy.
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8 Chapter One
Organizing
organizing Organizing is structuring working relationships so organizational members interact

Structuring working
relationships in a

ay that allows
organizational
members to work
together to achieve
organizational goals;
one of the four
principal tasks of
management.

organizational
structure A formal
system of task and
reporting relationships
that coordinates

and motivates
organizational
members so they work
together to achieve
organizational goals.

eading Articulating
a clear vision

and energizing

and enabling
organizational
members so they
understand the part
they play in achieving
organizational goals;
one of the four
principal tasks of
management.

controlling
Evaluating how well
an organization is
achieving its goals
and taking action to
maintain or improve
performance; one of
the four principal tasks
of management.

and cooperate to achieve organizational goals. Organizing people into departments
according to the kinds of job-specific tasks they perform lays out the lines of author-
ity and responsibility between different individuals and groups. Managers must
decide how best to organize resources, particularly human resources.

The outcome of organizing is the creation of an organizational structure, a for-
mal system of task and reporting relationships that coordinates and motivates mem-
bers so they work together to achieve organizational goals. Organizational structure
determines how an organization’s resources can be best used to create goods and
services. For example, as Microsoft shifts its focus from PCs and software to cloud
services and other innovations, management continues to face the issue of how best
to structure or reorganize different groups within the organization. The company
recently implemented a major reorganization of its sales group, including a massive
retraining effort, which has helped the company’s stock hit an all-time high."* We
examine the organizing process in detail in Chapter 9.

Leading

An organization’s vision is a short, succinct, and inspiring statement of what the
organization intends to become and the goals it is seeking to achieve—its desired
future state. In leading, managers articulate a clear organizational vision for the
organization’s members to accomplish, and they energize and enable employ-
ees so everyone understands the part he or she plays in achieving organizational
goals. Leadership involves managers using their power, personality, influence,
persuasion, and communication skills to coordinate people and groups so their
activities and efforts are in harmony. Leadership revolves around encouraging all
employees to perform at a high level to help the organization achieve its vision
and goals. Another outcome of leadership is a highly motivated and committed
workforce. Microsoft’s more than 120,000 employees appreciate the core values of
their leadership, especially CEO Nadella’s refreshing focus on collaboration and
innovation, which contributes to their success as a workforce. Likewise, Nadella’s
lengthy association with the tech giant gives him a competitive edge in knowing
what works, what doesn’t, and how better to relate to his employees. We discuss
the issues involved in managing and leading individuals and groups in Chapters 9
through 12.

Controlling

In controlling, the task of managers is to evaluate how well an organization has
achieved its goals and to take any corrective actions needed to maintain or improve
performance. For example, managers monitor the performance of individuals,
departments, and the organization as a whole to see whether they are meeting
desired performance standards. Microsoft’s CEO learned early in his career about
the importance of monitoring performance to ensure that his organization realized
its profit objectives. When these goals fall short, Nadella and Microsoft’s manage-
ment team must find ways to improve performance.

The outcome of the control process is the ability to measure performance
accurately and regulate organizational efficiency and effectiveness. To exercise
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ontrol, managers must decide which goals to measure—perhaps goals pertain]
ing to productivity, quality, or responsiveness to customers—and then they must
esign control systems that will provide the information necessary to assess
erformance—that is, determine to what degree the goals have been met. The con-
rolling task also helps managers evaluate how well they themselves are performing
he other three tasks of management—planning, organizing, and leading—and take
orrective action. For an example of a manager who excels at controlling, see the
“Manager as a Person” feature.
The four managerial tasks—planning, organizing, leading, and controlling—are
ssential parts of a manager’s job. At all levels in the managerial hierarchy, and
cross all jobs and departments in an organization, effective management means
erforming these four activities successfully—in ways that increase efficiency and
ffectiveness.

2

erson

Manager as ;

Making ER Visits as Painless as Possible

If you've ever had the misfortune of visiting a hospital’s emergency room, you know
the hardest part can be waiting for a doctor to see you. And on the hospital’s side,
ERs have their own challenges serving patients who are often in desperate situa-
tions. The best case, then, is to have a manager like Erin Daley, the ER director for
Mercy Medical Center in Massachusetts.
Daley says that since her days as a nursing student, she has loved “everything”
about working in an emergency room."> She sees an exciting challenge in the way
each patient’s arrival can require the staff to restructure all their activities to meet
the most pressing need. Thriving in that environment, Daley spent a decade in Mer-
cy’s ER, moving up from staff nurse to charge nurse to clinical nurse supervisor. The
supervisory position gave her experience
in hiring and scheduling. From there, she
moved up to the nurse manager position
adding duties related to the productivity of
the nursing staff.'®
In her role as ER director, Daley focuses
on improving the department’s performance
in meeting objectives for efficiency and
quality of care. While keeping costs within
her $65 million budget, she has found ways
her staff can move patients through the sys-
tem faster while improving survey scores for
patient satisfaction. Under her watch, Mercy’s
ER has also cut the rate of patients who leave
before they have been seen by a doctor. In a
Working closely with employees can help managers control further measure of quality performance’ Mercy
daily operations and increase efficiencies, even in a busy ER has won awards for superior care of patients
department. monkeybusinessimages/Getty Images who experience strokes.”
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Daley’s approach involves working with her team to study exactly what steps
occur to take a patient through the process of getting care. Team members look
for any wasted steps they can cut to improve efficiency. They set up a process that
sorts patients who have less severe conditions in which they don’t need a bed from
those with more serious conditions. Those in the first group are seen in one room
and then discharged, while the others follow a separate process. Before this process
was implemented, beds were too often filled with patients who didn’t really need
them. The team also set up systems for treating ER patients as a “whole person,”
not just a broken leg or a drug overdose. This means educating patients about their
conditions, planning what will happen after their release, and following up to help
manage their recovery.”® @

Performing Managerial Tasks: Mintzberg’s Typology

So far, our discussion of management has presented it as an orderly process
in which individuals carefully weigh information before making the best pos-
sible decision. Henry Mintzberg was one of the first to show that management
is often chaotic, marked by quick decisions in a tense and sometimes emotional
environment. Quick, immediate reactions to situations, rather than deliberate
thought and reflection, are an important aspect of managerial action. Mintzberg,
a professor at McGill University, has spent most of his life researching manage-
ment in an attempt to help organizations better achieve their goals in an ethical
manner.

Some of his most important research examined the different roles that man-
agers play in organizations, and directly informs our discussion in this chapter.
Often managers are overloaded with responsibilities and do not have time to ana-
lyze every nuance of a situation. They make decisions in uncertain conditions, not
knowing which outcomes will be best.'” Moreover, top managers face constantly
changing situations, and a decision that seems right today may prove to be wrong
tomorrow. The range of problems that managers face is enormous; managers usu-
ally must handle many problems simultaneously; and they often must make snap
decisions using the intuition and experience gained through their careers to per-
form their jobs to the best of their abilities.?’ Henry Mintzberg, by following man-
agers and observing what they actually do hour by hour and day by day, identified
10 kinds of specific roles, or sets of job responsibilities, that capture the dynamig
nature of managerial work.” He grouped these roles according to whether the
responsibility is primarily decisional, interpersonal, or informational; they are
described in Table 1.1.

Given the many complex, difficult job responsibilities managers have, it is
no small wonder that many claim they are performing their jobs well if they are
right just half of the time.”? And it is understandable that many experienced
managers accept their employees’ failure and shortcomings as a normal part of
the learning experience and a rite of passage to becoming an effective manager.
Managers and their direct reports learn from both their successes and their
failures.

10
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able 1.1

anagerial Roles Identified by Mintzberg

Type of Role

Decisional

Specific Role

Entrepreneur

Disturbance handler

Resource allocator

Negotiator

Role Activity Examples

Commit organizational resources to develop innovative goods and
services; decide to expand internationally to obtain new customers.

Move quickly to take action to deal with unexpected problems facing
the organization from the external environment, such as dealing with
a crisis like an oil spill, or from the internal environment, such as
producing faulty goods or services.

Allocate organizational resources among different tasks and
departments of the organization; set budgets and salaries of middle
and first-level managers.

Work with suppliers, distributors, and labor unions to reach
agreements about the quality and price of input, technical, and
human resources; work with other organizations to establish
agreements to pool resources to work on joint projects.

Interpersonal

Figurehead

Leader

Liaison

Outline future organizational goals to employees at company
meetings; state the organization’s ethical guidelines and principles of
behavior employees are to follow in their dealings with customers and
suppliers.

Provide an example for employees to follow; give them direct
commands and orders; make decisions about the use of human
and technical resources; mobilize employee support for specific
organizational goals.

Coordinate the work of managers in different departments; establish
alliances between different organizations to share resources to
produce new goods and services.

Informational

Monitor

Disseminator

Spokesperson

Evaluate the performance of managers in different tasks and take
corrective action to improve their performance; watch for changes
occurring in the external and internal environments that may affect
the organization in the future.

Inform employees about changes taking place in the external and
internal environments that will affect them and the organization;
communicate to employees the organization’s vision and purpose.

Launch a national media campaign to promote new goods and
services; give a speech to inform the local community about the
organization’s future intentions.

Levels Of tively, organizations group or differentiate their manag-
Managers

The three levels of managers are first-line managers, middle managers, and top
managers—arranged in a hierarchy. Typically first-line managers report to middle
managers, and middle managers report to top managers.

To perform the four managerial tasks efficiently and effec-

ers in two main ways—by level in hierarchy and by type of
skill. First, they differentiate managers according to their
level or rank in the organization’s hierarchy of authority.
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Chapter One

department A group
of people who work
together and possess
similar skills or use
the same knowledge,
tools, or techniques to
perform their jobs.

LO 1-3
Differentiate among
three levels of
management, and
understand the tasks
and responsibilities
of managers at
different levels in
the organizational
hierarchy.

first-line manager
A manager who is
responsible for the
daily supervision

of nonmanagerial
employees.

Figure 1.3

Levels of Managers

Second, organizations group managers into different departments (or functions)
according to their specific job-related skills, expertise, and experiences, such
as a manager’s engineering skills, marketing expertise, or sales experience. A
department, such as the manufacturing, accounting, engineering, or sales depart-
ment, is a group of managers and employees who work together because they
possess similar skills and experience or use the same kind of knowledge, tools, or]
techniques to perform their jobs. Within each department are all three levels of
management. Next we examine why organizations use a hierarchy of managers and
group them, by the jobs they perform, into departments.

Levels of Management

Organizations normally have three levels of management: first-line managers,
middle managers, and top managers (see Figure 1.3). Managers at each level have
different but related responsibilities for using organizational resources to increase
efficiency and effectiveness.

At the base of the managerial hierarchy are first-line managers, often called super-
visors. They are responsible for daily supervision of the nonmanagerial employees
who perform the specific activities necessary to produce goods and services. First-
line managers work in all departments or functions of an organization.

Examples of first-line managers include the supervisor of a work team in the
manufacturing department of an auto plant, the head nurse in the obstetrics depart-
ment of a hospital, and the chief mechanic overseeing a crew of mechanics in the
service function of a new car dealership.

Supervising the first-line managers are middle managers, responsible for find-
ing the best way to organize human and other resources to achieve organizational
goals. To increase efficiency, middle managers find ways to help first-line manag-
ers and nonmanagerial employees better use resources to reduce manufacturing

CEO
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] | costs or improve customer service. To increase effectiveness, middle managers
iddie maRSEEY evaluate whether the organization’s goals are appropriate and suggest to top man-

A h . .
Su?g;,?f:! %/:Sf_) line agers how goals should be changed. Often the suggestions that middle managers

managers and is make to top managers can dramatically increase organizational performance. A
esponsible for finding  major part of the middle manager’s job is developing and fine-tuning skills and
the best way to use know-how, such as manufacturing or marketing expertise, that allow the organi-

resources to achieve

- zation to be efficient and effective. Middle managers make thousands of specific
organizational goals.

decisions about the production of goods and services: Which first-line supervisors
should be chosen for this particular project? Where can we find the highest-quality
op man e resources? How should employees be organized to allow them to make the best
A manager whOICS T use of resources?
ishes organizational Behind a top-notch sales force, look for the middle managers responsible for train-
goals, decides how ing, motivating, and rewarding the salespeople. Behind a committed staff of high
deparime i, school teachers, look for the principal who energizes them to find ways to obtain the
Efrag:%:rﬁa?;ng?rs resources they need to do outstanding and innovative jobs in the classroom.
id§|e managers. In contrast to middle managers, top managers are responsible for the perfor-
mance of all departments. They have cross-departmental responsibility. Top managers
establish organizational goals, such as which goods and services the company should
op management produce; they decide how the different departments should interact; and they moni-
eam A group tor how well middle managers in each department use resources to achieve goals.”
omposed of the CEO,  Top managers are ultimately responsible for the success or failure of an organiza-
hrzsife?’tsag?t:len:f; tion, and their performance is continually scrutinized by people inside and outside
mportant depa A the organization, such as other employees and investors.*
of a company. The chief executive officer (CEO) is a company’s most senior and important man-
ager, the one all other top managers report to. Today the term chief operating officer
(COO) refers to the company’s top manager, such as Tim Cook, who was groomed
by Steve Jobs to take over as Apple’s CEO. Together the CEO and COO are respon-
sible for developing good working relationships among the top managers of vari-
ous departments (manufacturing and marketing, for example); usually these top
managers have the title “vice president.” A
\ central concern of the CEO is the creation of a
I / / (ll / I 8 smoothly functioning top management team
a group composed of the CEO, the COO
and the vice presidents most responsible for
achieving organizational goals.”
! fl' omberg : The relative importance of planning, organiz-
Philanthre pPres ing, leading, and controlling—the four principal
managerial tasks—to any particular manager
depends on the manager’s position in the man-
agerial hierarchy.?® The amount of time manag-
ers spend planning and organizing resources
to maintain and improve organizational perfor-
mance increases as they ascend the hierarchy
(see Figure 1.4).” Top managers devote most of
their time to planning and organizing, the tasks
so crucial to determining an organization’s

ary Barra, pictured here, is the chairman and CEO of General Iong-term performance The lower managers
otors. The first female|CEO of a global automaker, Barra climbed

he managerial ranks at|GM thanks to her unrelenting drive and her positions 1n the hlerarchy, the more time they

ability to cultivate strong relationships with colleagues at every level spend leading and controlling first-line manag-
ization. Bill Pugliano/Getty Image ers or nonmanagerial employees
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Figure 1.4

Relative Amount of
Time That Managers
Spend on the Four
Managerial Tasks

v

=

Managy

LO 1-4

Distinguish among
three kinds of
managerial skill, and
explain why managers
are divided into
different departments
to perform their tasks
more efficiently and
effectively.

conceptual

skills The ability to
analyze and diagnose
a situation and to
distinguish between
cause and effect.

Chapter One

Planning

Organizing Leading Controlling

Top
managers

Middle
managers

First-line
managers

Both education and experience enable managers to recog-
nize and develop the personal skills they need to put orga-
nizational resources to their best use. Research has shown
that education and experience help managers acquire

Types of
1al Skills

and develop three types of skills: conceptual, human, and
technical. ™

Conceptual skills are demonstrated in the general ability to analyze and diag-
nose a situation and to distinguish between cause and effect. Top managers require
the best conceptual skills because their primary responsibilities are planning and
organizing.”’ Managers like Satya Nadella must constantly identify new oppor-
tunities and mobilize managers and other resources to take advantage of those
opportunities.

Formal education and training are important in helping managers develop con-
ceptual skills. Business training at the undergraduate and graduate (MBA) levels
provides many of the conceptual tools (theories and techniques in marketing,
finance, and other areas) that managers need to perform their roles effectively. The
study of management helps develop the skills that allow managers to understand
the big picture confronting an organization. The ability to focus on the big picture
lets managers see beyond the situation immediately at hand and consider choices
while keeping in mind the organization’s long-term goals.

Today continuing management education and training, including training in
advanced technology, are an integral step in building managerial skills because theo-
ries and techniques are constantly being developed to improve organizational effec-
tiveness, such as total quality management, benchmarking, and cloud computing
and virtual business-to-business (B2B) networks. A quick scan through a magazine

such as Rlnnmhprg Businessweek or Forbes reveals a host of seminars on topics such
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as advanced marketing, finance, leadership, and human resource management that
are offered to managers at many levels in the organization, from the most senior
corporate executives to middle managers. Microsoft, IBM, and many other organiza-
tions designate a portion of each manager’s personal budget to be used at the man-
ager’s discretion to attend management development programs.

In addition, organizations may wish to develop a particular manager’s abilities
in a specific skill area—perhaps to learn an advanced component of departmental
skills, such as international bond trading, or to learn the skills necessary to imple-
ment total quality management. The organization thus pays for managers to attend
specialized programs to develop these skills. Indeed, one signal that a manager is
performing well is an organization’s willingness to invest in that manager’s skill
development. Similarly, many nonmanagerial employees who are performing at a
high level (because they have studied management) are often sent to intensive man-
agement training programs to develop their management skills and to prepare them
for promotion to first-level management positions.
human skills The Human skills include the general ability to understand, alter, lead, and control the
ability to understand, behavior of other individuals and groups. The ability to communicate, to coordinate
ta;tsgleehaa‘tigrngfcomro' and to motivate people, and to mold individuals into a cohesive team distinguishes
biher ndividlai effective from ineffective managers. Skills such as these are especially significant
groups. for successful management in the public (government) sector, as described in the
“Management Insight” feature.

Management Insight

Success as a City Manager

Businesses are not the only organizations that need people with management skills.
Governments are an important sector of the economy that also employs manag-
ers. Many cities, for example, have a government structure in which an elected city
ouncil hires a manager to oversee the work of the city government.

A city manager faces the challenge of serving a diverse group of citizens while
Iso maintaining productive relationships with the elected officials who hired him
r her. Jim Schutz recalls that when he became city manager of San Rafael, Cal-
ifornia, he faced a steep learning curve.** On any given day, the issues he faced
included personnel matters, budget shortfalls, emergencies involving the police and
ire departments, and publicly aired complaints from unhappy residents. He has
aced those concerns with a service-oriented approach to providing government ser-
ices and a growing appreciation of the community’s many strengths. Keeping his
pproach positive has helped him succeed in the job.

As Schutz discovered, a key part of the city manager’s necessary skills involves
he ability to work with other people. The council members who hire and fire a city
anager are necessarily concerned with the political impact of actions taken by the
ity government.*! Therefore, the manager needs to plan for residents’ and politi-
ians’ reactions to any new policy or new spending. The manager also has to build
upport from and cooperation with other members of the local government, such as
judges and administrators of the public schools. And the city manager is usually the
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To bring these skills to the job, a city manager needs experience in working for
ocal government. Many managers seek education beyond a bachelor’s degree, suc
s a master’s in public administration.? A group of public managers in Massachu
etts determined that city managers could bring more skills to the job if they had
training program. They pooled their experience to create a boot camp for new man-
agers and administrators, which focuses on human skills such as working effectively
with government colleagues, taking a leadership role in the community, and devel-
oping a network for career support.”> City managers have found that sharing expe-
riences at the boot camp is a valuable way to build skills for their complex jobs. @

Like conceptual skills, human skills can be learned through education and train-

ing, as well as be developed through experience.** Organizations increasingly utilize
advanced programs in leadership skills and team leadership as they seek to capi-
talize on the advantages of self-managed teams.” To manage personal interactions
effectively, each person in an organization needs to learn how to empathize with
other people—to understand their viewpoints and the problems they face. One way
to help managers understand their personal strengths and weaknesses is to have
their superiors, peers, and employees provide feedback about their job performance.
Thorough and direct feedback allows managers to develop their human skills.
technical skills Technical skills are the job-specific skills required to perform a particular type of
The job-specific work or occupation at a high level. Examples include a manager’s specific manufac-
(nowledgSEy turing, accounting, marketing, and increasingly, technological skills. Managers need
techniques required . . . . .
o pertot iR a range of technical skills to be effective. The array of technical skills managers need
organizational role. depends on their position in their organization. The manager of a restaurant, for
example, may need cooking skills to fill in for an absent cook, accounting and book-
keeping skills to keep track of receipts and costs and to administer the payroll, and
aesthetic skills to keep the restaurant looking attractive for customers.

As noted earlier, managers and employees who possess the same kinds of techni-
cal skills typically become members of a specific department and are known as, for]
example, marketing managers or manufacturing managers.’® Managers are grouped
into different departments because a major part of a manager’s responsibility is
to monitor, train, and supervise employees so their job-specific skills and exper-
tise increase. Obviously this is easier to do when employees with similar skills are
grouped into the same department because they can learn from one another and
become more skilled and productive at their particular job.

Figure 1.5 shows how an organization groups managers into departments on the
basis of their job-specific skills. It also shows that inside each department, a manage-
rial hierarchy of first-line, middle, and top managers emerges. These managers work
together on similar tasks. For example, middle and front-line managers may special-
ize in areas such as marketing and sales, human resource management, accounting,
engineering, or production. When the head of manufacturing finds that she has no

core competency

The specific set of time to supervise computer assembly, she may recruit experienced manufacturing
departmental skills, middle managers from other companies to take on this responsibility.
knowledge, and Today the term core competency is often used to refer to the specific set of

experience that allows
one organization to
outperform another.

departmental skills, knowledge, and experience that allows one organization to
outperform its competitors. In other words, departmental skills that create a core
competency give an organization a competitive advantage. Dell, for example, was the

16
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Figure 1.5

Types and Levels of
Managers

dle Managers

Research and Marketing Manufacturing Accounting Materials
development and sales department department management
department department department

first PC maker to develop a core competency in materials management that allowed
it to produce PCs at a much lower cost than its competitors—a major source of com-
petitive advantage. Google is well known for its core competency in research and
development (R&D) that allows it to innovate new products at a faster rate than its
competitors. From artificial intelligence (Al) to self-driving cars, Google continues to
pioneer the development of technology for the masses.

Effective managers need all three kinds of skills—conceptual, human, and
technical—to help their organizations perform more efficiently and effectively. The
absence of even one type of managerial skill can lead to failure. One of the big-
gest problems that people who start small businesses confront, for example, is their
lack of appropriate conceptual and human skills. Someone who has the technical
skills to start a new business does not necessarily know how to manage the ven-
ture successfully. Similarly, one of the biggest problems that scientists or engineers
who switch careers from research to management confront is their lack of effective
human skills. Ambitious managers or prospective managers are constantly in search
of the latest educational contributions to help them develop the conceptual, human
and technical skills they need to perform at a high level in today’s changing and
increasingly competitive global environment.
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Developing new and improved skills through education and training has become
a priority for both aspiring managers and the organizations they work for. As we
discussed earlier, many people are enrolling in advanced management courses; but
many companies, such as Walgreens, Enterprise, and Goldman Sachs, have estab-
lished their own colleges to train and develop their employees and managers at all
levels. Every year these companies put thousands of their employees through man-
agement programs designed to identify the employees whom the company believes
have the competencies that can be developed to strengthen its future top managers.
Most organizations closely link promotion to a manager’s ability to acquire the com-
petencies that a particular company believes are important.”” At Apple and 3M, for
example, the ability to successfully lead a new product development team is viewed
as a vital requirement for promotion; at Accenture and IBM, the ability to attract and
retain clients is viewed as a skill their consultants must possess. We discuss the vari-
ous kinds of skills managers need to develop in most of the chapters of this book.

Entrepreneurs are individuals who notice opportunities
Manag@rs VerSUS and decide how to mobilize the resources necessary to

start a new business venture. Entrepreneurs make all of the

E ntr epreneurs planning organizing, leading, and controlling decisions

necessary to start new business ventures. However, they
may not be successful actually running the day-to-day operations of their new busi-

I(;g]:;sstthe ness and hire managers to oversee the business and supervise employees. Although
differences some entrepreneurs, such as Google founders Larry Page and Sergey Brin, make
between managers, vast fortunes when their businesses succeed, others may lose their life savings when
entrepreneurs, and their new business fails. Despite the fact that many small businesses fail in the first
Intrapreneurs. three to five years, many men and women in today’s workforce still want to start
their own companies.*®

entrepreneur

An individual who Characteristics of Entrepreneurs

notices opportunities . 3

Lnd decidoaumms Entrepreneurs are likely to possess a particular set of personality characteristics,

mobilize resources which we discuss in Chapter 2. First, they are likely to be high on the personality

necessary to start a trait of openness to experience, meaning they are predisposed to be original, to be

new business venture. open to a wide range of stimuli, to be daring, and to take risks. Entrepreneurs also

are likely to have an internal locus of control, believing that they are responsible for]
what happens to them and that their own actions determine important outcomes
such as the success or failure of a new business. People with an external locus of
control, in contrast, would be unlikely to leave a secure job in an organization and
assume the risk associated with a new venture.

Entrepreneurs are likely to have a high level of self-esteem and feel competent and
capable of handling most situations—including the stress and uncertainty surround-
ing a plunge into a risky new venture. Entrepreneurs are also likely to have a high
need for achievement and have a strong desire to perform challenging tasks and meet
high personal standards of excellence.

Entrepreneurship and Management

Given that entrepreneurs may be predisposed to activities that are somewhat
adventurous and risky, in what ways can people become involved in entrepreneurial
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entrepreneurship
The mobilization of
esources to take
advantage of an
opportunity to provide
customers with new or
mproved goods and
services.

ntrapreneur

n employee who
orks inside an
rganization who
otices opportunities
o develop new or
mproved products
nd services and
obilizes the
rganization’s
esources to try to
reate them.

Post-it Notes were invented
ho was trying to develop a
he aerospace industry. [nst; - : L
became one of the top-selling office products of all time. ways to facilitate the entrepreneurial spirit of

Navebreak Media Ltd/123R

ventures? One way is to start a business from scratch. However, when people who
go it alone succeed, they frequently need to hire other people to help them run
the business. Michael Dell, for example, began his computer business as a col-
lege student and within weeks hired several people to help him assemble comput-
ers from the components he bought from suppliers. From his solo venture grew
Dell Computer.

Some entrepreneurs who start a new business have difficulty deciding how
to manage the organization as it grows; entrepreneurship is not the same as
management. Management encompasses all the decisions involved in planning
organizing, leading, and controlling resources. Entrepreneurship is noticing an
opportunity to satisfy a customer need and then deciding how to find and use
resources to make a product or service that satisfies that need. When an entre-
preneur has produced something customers want, entrepreneurship gives way
to management because the pressing need becomes providing the product both
efficiently and effectively. Frequently, a founding entrepreneur lacks the skills
patience, and experience to engage in the difficult and challenging work of man-
agement. Some entrepreneurs find it hard to delegate authority because they are
afraid to risk their company by letting others manage it. As a result, they become
overloaded and the quality of their decisions declines. Thus, to succeed, it is nec-
essary to do more than create a new product or service; an entrepreneur must hire
managers who can create an operating system that will help a new venture survive
and prosper.

Many employees, including managers, scientists, and researchers, who are
employed by companies engage in entrepreneurial activity, and they are an impor-
tant source of organizational creativity and success. They are involved in innovation
developing new and improved products and ways to make them. Such employees
identify opportunities for product creation or product improvements and may be
responsible for managing the product development process. These individuals are
known as intrapreneurs to distinguish them
from entrepreneurs, who start their own
businesses.

There is an interesting relationship
between entrepreneurs and intrapreneurs.
Many employees with intrapreneurial talents
become dissatisfied if their superiors decide
not to support or fund new product ideas
and development efforts that the employees
think will succeed. What do intrapreneurs
within an organization do when they feel
they are getting nowhere? Often they decide
to leave their current organizations and start
their own companies to take advantage of
their new product ideas. In other words
intrapreneurs become entrepreneurs and
start companies that often compete with the
companies they left. To avoid losing these
talented individuals, top managers must find

by accident at 3M by an intrapreneur
super-strong adhesive for use in
ad, the brightly colored sticky note

their most creative employees.
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Because the world continues to change more rapidly than
ChaJ l‘anges f or ever before, managers and other emp%oyees thro};gh}(:ut an
organization must perform at higher and higher levels. In
Man agement the last 20 years, rivalry between organizations compet-
. ing domestically (in the same country) and globally (in
mnlia GlOb al countries abroad) has increased dramatically. The rise of
global organizations, organizations that operate and com-
En‘ ]ir onme nt pete ?n more .than one country, has pressured.many orga-
nizations to identify better ways to use their resources
and improve their performance. The successes of Ger-
man pharmaceutical conglomerate Bayer, Italian furniture manufacturer Natuzzi,
L_o 1-6 Korean electronics companies Samsung and LG, Brazilian plane maker Embraer,
Er'frfcuispzlttia”enges and Europe’s Airbus Industries are putting pressure on companies in other coun-
CrEEEEERD tries to raise their level of performance to compete successfully against these global

today’s increasingly Organizations.
competitive global Even in the not-for-profit sector, global competition is spurring change. Schools,
environment. universities, police forces, and government agencies are reexamining their opera-
tions because looking at how activities are performed in other countries often reveals

global organizations
Organizations that
operate and compete
in more than one
country.

competitive
advantage

The ability of one
organization to
outperform other
organizations because
it produces desired
goods or services
more efficiently
and effectively than
they do.

better ways to do them. For example, many curriculum and teaching changes in the
United States have resulted from the study of methods that Japanese and European
school systems use. Similarly, European and Asian hospital systems have learned
much from the U.S. system—which may be the most effective, though not the most
efficient, in the world.

Today managers who make no attempt to learn from and adapt to changes in the
global environment find themselves reacting rather than innovating, and their orga-
nizations often become uncompetitive and fail. Four major challenges stand out for
managers in today’s world: building a competitive advantage, maintaining ethical
standards, managing a diverse workforce, and utilizing new technologies.

Building Competitive Advantage

What are the most important lessons for managers and organizations to learn if
they are to reach and remain at the top of the competitive environment of business?
The answer relates to the use of organizational resources to build a competitive
advantage. Competitive advantage is the ability of one organization to outperform
other organizations because it produces desired goods or services more efficiently
and effectively than its competitors. The four building blocks of competitive advan-
tage are superior efficiency, quality, innovation, and responsiveness to customers (see
Figure 1.6).

Organizations increase their efficiency when they reduce the quantity of
resources (such as people and raw materials) they use to produce goods or services.
In today’s competitive environment, organizations continually search for new
ways to use their resources to improve efficiency. Many organizations are train-
ing their workforces in the new skills and techniques needed to operate heavily
computerized assembly plants. Similarly, cross-training gives employees the range
of skills they need to perform many different tasks; and organizing employees in
new ways, such as in self-managed teams, lets them make good use of their skills.
These are important steps in the effort to improve productivity. Japanese and
German companies invest far more in training employees than do American or
[talian companies
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Figure 1.6

Building Blocks
of Competitive
Advantage

Efficiency Innovation

Competitive
advantage

Responsiveness
to customers

Managers must improve efficiency if their organizations are to compete success-
fully with companies operating in Mexico, Malaysia, and other countries where
employees are paid comparatively low wages. New methods must be devised either
to increase efficiency or to gain some other competitive advantage—higher-quality
goods, for example—if outsourcing and the loss of jobs to low-cost countries are to
be prevented.

The challenge from global organizations such as Korean electronics manufactur-
ers, Mexican agricultural producers, and European design and financial compa-
nies also has increased pressure on companies to develop the skills and abilities
of their workforces in order to improve the quality of their goods and services.
One major thrust to improving quality has been to introduce the quality-enhancing
techniques known as total quality management (TQM). Employees involved in TQM
are often organized into quality control teams and are responsible for finding new
and better ways to perform their jobs; they also must monitor and evaluate the
quality of the goods they produce. We discuss ways of managing TQM successfully
in Chapter 14.

Today companies can win or lose the competitive race depending on their speed—
how fast they can bring new products to market—or their flexibility—how easily they
can change or alter the way they perform their activities to respond to actions of their
competitors. Companies that have speed and flexibility are agile competitors: Their
managers have superior planning and organizing abilities; they can think ahead
decide what to do, and then speedily mobilize their resources to respond to a chang-
ing environment. We examine how managers can build speed and flexibility in their
organizations in later chapters. Agile companies are adept at responding to changes
in their environments. For example, companies like Microsoft are seeking ways to

innovation The

process of creating produce their products more economically amid tightening margins and increased
new or improved competition. One way Microsoft is responding to this pressure is by expanding its
goods and services portfolio of products and services and its business partnerships, which will help

pr developingiSees support the company’s other endeavors.”
ays to produce or

broviderna Innovation, the process of creating new or improved goods and services that
[ L o ustomers want or deve]nping better ways to produce or provide gnodc an
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Chapter One

turnaround
management The
creation of a new
ision for a struggling
company based on
a new approach
to planning and
organizing to make
better use of a
company’s resources
and allow it to survive
and prosper.

services, poses a special challenge. Managers must create an organizational set-
ting in which people are encouraged to be innovative. Typically innovation takes
place in small groups or teams; management decentralizes control of work activi-
ties to team members and creates an organizational culture that rewards risk tak-
ing. Innovation doesn’t happen by itself; companies have to devote resources that
enable innovation. These investments are a balancing act. Consider Google. More
than a decade ago, the company was praised for its 80/20 work allocation, where
20% of an employee’s time was spent working on individual “pet projects.” Innova-
tions such as Gmail came from this program. But the company recently announced
it was suspending the 80/20 program because of productivity concerns. Google
had banked on the idea that “down” time would enable individuals to innovate,
but economic realities and productivity needs meant a change in how the com-
pany structured employee work. Instead of a more autonomous approach to inno-
vation, Google is now relying on its X lab as a formal means of maintaining a
competitive edge.*’

Organizations compete for customers with their products and services, so train-
ing employees to be responsive to customers’ needs is vital for all organizations, but
particularly for service organizations. Retailers, banks, and hospitals, for example,
depend entirely on their employees to perform behaviors that result in high-quality
service at a reasonable cost. As many countries (the United States, Canada, and
Switzerland are just a few) move toward a more service-based economy (in part
because of the loss of manufacturing jobs to Vietnam, Malaysia, and other coun-
tries with low labor costs), managing behavior in service organizations is becoming
increasingly important. Many organizations are empowering their customer service
employees and giving them the authority to take the lead in providing high-quality
customer service. As noted previously, empowering nonmanagerial employees and
creating self-managed teams change the role of first-line managers and lead to more
efficient use of organizational resources.

Sometimes the best efforts of managers to revitalize their organization’s for-
tunes fail; and faced with bankruptcy, the directors of these companies are forced
to appoint a new CEO who has a history of success in rebuilding a company.
Turnaround management is the creation of a new vision for a struggling company
using a new approach to planning and organizing to make better use of a com-
pany’s resources and allow it to survive and eventually prosper—something Apple’s
Steve Jobs excelled at. It involves developing radical new strategies such as how to
reduce the number of products sold or change how they are made and distributed,
or close corporate and manufacturing operations to reduce costs. Organizations
that appoint turnaround CEOs are generally experiencing a crisis because they have
become inefficient or ineffective; sometimes this is because of poor management
over a continuing period, and sometimes it occurs because a competitor introduces
a new product or technology that makes their own products unattractive to custom-
ers. For example, fast-casual food chain Chipotle was flying high until food safety
scares in recent years caused the company to lose customers, market share, and
consumers’ confidence in the chain’s reputation for quality. Founder and CEO Steve
Ells, who ran the chain since its start in 1993, stepped aside as CEO in 2018 and
shifted into the chairman’s role focusing on innovation. Ells was replaced by Brian
Niccol, former CEO of Taco Bell.*!

Achieving a competitive advantage requires that managers use all their skills and
expertise, as well as their companies” other resources, to find new and improved

ways to improve efficiency, quality, innovation, and responsiveness to customers
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e revisit this theme often as we examine the ways managers plan strategies, orga
nize resources and activities, and lead and control people and groups to increase
efficiency and effectiveness.

Maintaining Ethical and Socially Responsible Standards

Managers at all levels are under considerable pressure to make the best use of
resources to increase the level at which their organizations perform.** For example
top managers feel pressure from shareholders to increase the performance of the
entire organization to boost its stock price, improve profits, or raise dividends. In turn
top managers may pressure middle managers to find new ways to use organizational
resources to increase efficiency or quality and thus attract new customers and earn
more revenues—and then middle managers pressure their department’s supervisors.

Pressure to increase performance can be healthy for an organization because
it leads managers to question how the organization is working, and it encourages
them to find new and better ways to plan, organize, lead, and control. However,
too much pressure to perform can be harmful. It may induce managers to behave
unethically, and even illegally, when dealing with people and groups inside and out-
side the organization.*

A purchasing manager for a nationwide retail chain, for example, might buy
inferior clothing as a cost-cutting measure or ignore the working conditions under
which products are made to obtain low-priced products. These issues faced the man-
agers of companies that make footwear and clothing in the 1990s, when customers
learned about the sweatshop conditions in which garment and shoe workers around
the world labored. Today companies such as Nike, Walmart, and Apple are trying
to stop sweatshop practices and prevent managers abroad from adopting work prac-
tices that harm their workers. They now employ hundreds of inspectors who police
the factories overseas that make the products they sell and who can terminate con-
tracts with suppliers when they behave in an unethical or illegal way.**

Similarly, to secure a large foreign contract, a sales manager in a large company,
such as in the defense or electronics industry, might offer bribes to foreign officials
to obtain lucrative contracts—even though this is against the law. For example, cos-
metics giant Avon recently paid $135 million to settle a bribery probe into its devel-
opment of new markets. Other companies such as Siemens, Teva Pharmaceutical
and Brazil-based Odebrecht SA have paid billions in penalties to resolve interna-
tional bribery charges.*

The temptation to gain from practices such as these can get companies into legal
trouble. Harmful and illegal actions also can hurt a company’s reputation with its
suppliers and customers, as well as with the communities in which it operates. Fur-
thermore, people of good character do not want to manage or work for such orga-
nizations. For all of these reasons, organizations need managers who will uphold
ethical standards, as will be described in Chapter 3. One way they do so is by pro-
moting ethics at all levels of the organization. The “Ethics in Action” box describes
ways that organizations are trying to promote ethics.

The issue of social responsibility, discussed in Chapter 3, centers on deciding what
obligations a company has toward the people and groups affected by its activities—
such as employees, customers, or the cities in which it operates. Some companies
have strong views about social responsibility; their managers believe they should
protect the interests of others. Socially responsible companies put this view into
action when they set goals for reducing wasted resources and pollution, treating
workers with dignity, and promoting community development
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Ethics in Act#o+

Giving Employees a Nudge

Why would employees behave unethically? Do they lack knowledge about what
is ethical, or do they prefer unethical options? Many companies promote ethics
via training, which assumes employees require knowledge about ethical behavior.
However, if you think most people already know that lying, cheating, stealing, and
hurting people are unethical, you are not alone.

Scientists who study how people make decisions are applying their field to eth-
ics. According to their studies of behavioral ethics, people generally do not set out
to make unethical decisions. Rather, they might overlook the ethical dimensions,
or they might downplay the ethical issues—say, by thinking an unethical action
will not hurt anyone or is what everyone else does. After the bubble burst in the
real estate market in 2007, evidence emerged that Wells Fargo employees had been
working under intense pressure to increase sales. Falsifying loan applications
seemed insignificant relative to sales targets.*®

Seeing that context affects decision making, organizations that foster ethics are
looking at ways to shape the context. An increasingly popular idea is the “nudge.”
A nudge involves changing the context in a way that makes a particular decision
more likely without forcing that option. Some companies, including Google, have
hired behavioral scientists to help them design nudges. Virgin Atlantic tried nudg-
ing with regard to fuel conservation. The airline told pilots it was studying fuel use,
and with that, pilots reduced fuel consumption—cutting 20,000 tons of carbon diox-
ide emissions. Similarly, the British government reduced overuse of antibiotics by
identifying doctors who were prescribing far more than their peers and sending
them the data.”’

To nudge, organizations can make ethical options easier, more convenient, or
more socially acceptable. Ford made ethics guidelines handy by creating an app for
employees to use when making decisions. In a study, taxpayers tended to comply
with the law when they received a statement
that most taxpayers comply (evidence of a
social norm). Changing the language the orga-
nization uses about ethical issues can signal
that ethical behavior is the standard. A consult-
ing firm previously called its ethics hotline the
“whistleblowing facility,” a term that could sug-
gest disloyalty as much as anything admirable.
The firm renamed it the Speak Up Line, and
employees became much more willing to raise
concerns.*®

Nudges show promise as a tool for ethi-
cal behavior, but employers must be careful
to nudge ethically. In particular, employees

Protesters outside Wells Fargo headquarters in New York

City draw attention to some of the ethical missteps by the
organization. Some companies are now giving employees a
nudge to redirect their behavior in a more ethical manner.
Erik McGregor/Pacific Press/LightRocket/Getty Images

[

should know they are being nudged, and
they should have some degree of freedom to
make their own choices within the job require-
ments.”’ @
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Managing a Diverse Workforce

A major challenge for managers everywhere is to recognize the ethical need and
legal requirement to treat employees fairly and equitably. Today the age, gender,
race, ethnicity, religion, sexual preference, and socioeconomic composition of the
workforce presents new challenges for managers. To create a highly trained and
motivated workforce, as well as to avoid lawsuits, managers must establish human
resource management (HRM) procedures and practices that are legal and fair and
do not discriminate against any organizational members.”® Today most organiza-
tions understand that to motivate effectively and take advantage of the talents of
a diverse workforce, they must make promotion opportunities available to each
and every employee. Managers must recognize the performance-enhancing pos-
sibilities of a diverse workforce, such as the ability to take advantage of the skills
and experiences of different kinds of people from different generations.” Accen-
ture provides a good example of a company that has leveraged the potential of its
diverse employees.

Accenture is a global management consulting company that serves the needs
of thousands of client companies located in more than 120 countries around
the world. A major driving force behind Accenture’s core organizational vision
is to manage and promote diversity in order to improve employee performance
and client satisfaction. At Accenture, managers at all levels realize consultants
bring distinct experiences, talents, and values to their work, and a major man-
agement initiative is to take advantage of that diversity to encourage collabora-
tion between consultants to improve the service Accenture provides to each of its
clients. Because Accenture’s clients are also diverse by country, religion, ethnic-
ity, and so forth, it tries to match its teams of consultants to the attributes of its
diverse clients.
Accenture provides hundreds of diversity management training programs to
its employees each year. Several years ago, Accenture became the first large con-
sulting firm to publish its race and gender statistics in an effort to increase trans-
parency when it comes to diversity and inclusion among its employees. Almost
40% of its workforce are women, and a little more than half of its employees are
white and a third Asian. Julie Sweet, CEO of
Accenture North America, believes the com-
pany needs to make progress in hiring more
African Americans, Latinos, and military vet-
erans. Accenture also works to accommodate
individuals with disabilities, as well as pro-
moting an inclusionary environment for les-
bian, gay, bisexual, and transgender (LGBT)
employees.” The firm also provides diversity
training programs to its suppliers and prospec-
tive suppliers around the world to show them
how diversity can increase their efficiency and
effectiveness. In all these ways, Accenture uses
its expertise in managing diversity to promote

lobal management consulting firm Accenture provides
undreds of diversity programs to its employees each year in
an effort to promote indjvidual and organizational performance.
Lisette Le Bon/Purestock/Super$tock RF

individual and organizational performance—
one reason it has become the most success-
ful and fast-growing consultancy company in
the world.
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Managers who value their diverse employees not only invest in developing these
employees” skills and capabilities but also succeed best in promoting performance
over the long run. Today more organizations are realizing that people are their
most important resource and that developing and protecting human resources is
the most important challenge for managers in a competitive global environment.
For the first time ever in 2018, Forbes released a list of America’s best employers
for diversity, based on a survey of more than 30,000 U.S. employees working for
firms or institutions with 1,000 or more employees. The top five employers on
this inaugural list were Northern Trust, a banking and financial services firm in
Chicago; the Smithsonian Institution in Washington, DC; Levy Restaurants, head-
quartered in Chicago; Intuit, a technology, Internet, and software services com-
pany located in Mountain View, California; and Harvard University in Cambridge,
Massachusetts.”> We discuss the many issues surrounding the management of a
diverse workforce in Chapter 3.

Utilizing New Technologies

As we have discussed, another important challenge for managers is to continually
utilize efficient and effective new technologies that can link and enable managers
and employees to better perform their jobs—whatever their level in the organization.
One example of how technology has changed the jobs of people at all organizational
levels comes from UPS, where the average UPS driver makes 120 deliveries a day
and figuring out the quickest way to navigate all of these stops is a challenge with
economic implications for the global shipping company. UPS estimates that a driver
with 25 packages could choose from 15 trillion different routes! To help navigate
these difficult roads, UPS relies on ORION—its On-Road Integrated Optimization
and Navigation system. ORION is designed to blend GPS navigation and learning
to help drivers optimize driving along their routes. Of course, UPS drivers must
also balance promised delivery times, traffic, and other factors into their driving
decisions, meaning ORION is a critical technological competency helping the com-
pany work effectively and efficiently. Accord-
ing to the company, now that ORION has been
fully implemented, the system helps reduce
100 million miles driven annually and saves
UPS upwards of $300 million to $400 million
each year.™

Increasingly, new kinds of technology
enable not just individual employees but also
self-managed teams by giving them important
information and allowing virtual interactions
around the globe using the Internet. Increased
global coordination helps improve quality and
increase the pace of innovation. Most compa-
nies now search for new technologies that can
Using ORION and other|types of technology, UPS drivers plan the help them build a Compet_ltlvg advanta?ge. Th.e
ost efficient delivery route each day, which saves the company importance of technology is discussed in detail
ime, money, and fuel. David Goldman/AP Images in Chapter 14.
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Suernar and WHAT IS MANAGEMENT? A manager is a person
y responsible for supervising the use of an organization’s
. resources to meet its goals. An organization is a collec-
ReVIEW tion of people who work together and coordinate their
actions to achieve a wide variety of goals. Management is
the process of using organizational resources to achieve
organizational goals effectively and efficiently through planning, organizing, lead-
ing, and controlling. An efficient organization makes the most productive use of
its resources. An effective organization pursues appropriate goals and achieves
these goals by using its resources to create goods or services that customers
want. [LO 1-1]

MANAGERIAL TASKS The four principal managerial tasks are planning, orga-
nizing, leading, and controlling. Managers at all levels of the organization and in all
departments perform these tasks. Effective management means managing these activ-
ities successfully. [LO 1-2]

LEVELS AND SKILLS OF MANAGERS Organizations typically have three
levels of management. First-line managers are responsible for the day-to-day super-
vision of nonmanagerial employees. Middle managers are responsible for develop-
ing and utilizing organizational resources efficiently and effectively. Top managers
have cross-departmental responsibility. Three main kinds of managerial skills are
conceptual, human, and technical. The need to develop and build technical skills
leads organizations to divide managers into departments according to their job-
specific responsibilities. Top managers must establish appropriate goals for the entire
organization and verify that department managers are using resources to achieve
those goals. [LO 1-3, 1-4]

MANAGERS, ENTREPRENEURS, AND INTRAPRENEURS Entrepreneurs
are individuals who notice opportunities and decide how to mobilize resources
necessary to start a new business venture. Unlike entrepreneurs, who start new
ventures, managers typically supervise the daily operations of a business and manage
the workforce. Intrapreneurs work inside organizations and typically manage the
product development process. Organizations need to encourage intrapreneurship
because it leads to organizational innovation. [LO 1-5]

CHALLENGES FOR MANAGEMENT IN A GLOBAL ENVIRONMENT
Today’s competitive global environment presents many interesting challenges
to managers. One of the main challenges is building a competitive advantage by
increasing efficiency, flexibility, innovation, and customer responsiveness. Other
challenges include behaving in an ethical and socially responsible manner; managing
a diverse workforce; and utilizing new technologies. [LO 1-6]
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Topics for Dis

Discussion

1. Describe the difference
between efficiency and
effectiveness, and identify real
organizations that you think
are, or are not, efficient and
effective. [LO 1-1]

2. In what ways can managers
at each of the three levels of
management contribute to
organizational efficiency and
effectiveness? [LO 1-3]

Identify an organization
that you believe is high-

levels of the two

much. [LO 1-2, 1-4]

ction

cussion and Action

. What are the key differences
between managers and
entrepreneurs? [LO 1-5]

In what ways do you think
managers’ jobs have changed
the most over the last 10
years? Why have these
changes occurred? [LO 1-6]

Action

6. Choose an organization
such as a school or a bank;
visit it; then list the different
organizational resources it
uses. How do managers use

roles in the organization and
what they do to help the
organization be efficient and
effective. [LO 1-3, 1-4]

8. Ask a middle or top manager,
perhaps someone you already
know, to give examples of
how he or she performs

the managerial tasks of
planning, organizing, leading,
and controlling. How much
time does he or she spend
performing each task?

[LO 1-3]

1. Think about your direct
supervisor. Of what department
is he or she a member, and at
what level of management is
this person?

Think of an organization that has provide
someone who has had extensive work experience). Then answer the following

d you with work experience and the n

tasks and roles does this

person perform most often?
What kinds of management
skills does this manager have?

3. Are the tasks, roles, and skills

performing and one that you these resources to maintain 9. Tryto find a cooperative
believe is low-performing. and improve the organization’s manager who will allow you to
Give five reasons why you performance? [LO 1-2, 1-4] follow him or her around for a
think the performance 7. Visit an organization, and day. List the roles the manager
talk to first-line, middle, and plays, and indicate how
organizations differ so top managers about their much time he or she spends
respective management performing them. [LO 1-3, 1-4]
Building Management Skills
Thinking about Managers and Management [LO 1-2, 1-3, 1-4]

nana

ues

ger to whom you reported (or talk to
ions:

task performance? How can
technology affect this?

4. How did your supervisor’s
approach to management
affect your attitudes and

2. How do you characterize of your supervisor appropriate behavior? For example, how
your supervisor’s approach to for the particular job he or well did you perform as an
management? For example, she performs? How could this employee, and how motivated
which particular management manager improve his or her were you?

28
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5. Think about the organization
and its resources. Do its
managers use organizational
resources effectively? Which
resources contribute most to
the organization’s performance?

. Describe how the organization
treats its human resources.
How does this treatment affect

the attitudes and behaviors of
the workforce?

. If you could give your
manager one piece of advice
or change one management
practice in the organization,
what would it be?

. How attuned are the managers
in the organization to the need

to increase efficiency, quality,
innovation, or responsiveness
to customers? How well do
you think the organization
performs its prime goals

of providing the goods or
services that customers want
or need the most?

Managing Eth

hink about an example of
unethical behavior that you
observed recently. The incident
could be something you experi-

nformally.

1ica

I"y [LO 1-1, 1-3]

Questions
1. Either by yourself orin a

group, give three reasons why

by what took place? What was
the outcome for the people
involved?

Form groups of three or four people
findings to the entire class when call

ou and your partners have

decided to open a restaurant in
your local community; it will be open
from 7 a.m. to 3 p.m. daily to serve
breakfast and lunch. Each of you is
nvesting $50,000 in the venture
and together you have secured a
bank loan for $300,000 to begin
operations. You and your partners
have little experience in managing
a restaurant beyond serving meals
or eating in restaurants, and you
now face the task of deciding how
you will manage the restaurant and
what your respective roles will be.

Opening a New Resta

and
edo

you think the behavior was 2. What steps might you take to
enced as an employee or a cus; unethical. For example, what prevent such unethical behavior
tomer or something you observed rules or norms were broken? and encourage people to
Who benefited or was harmed behave in an ethical way?
Small Group Breakout Exercise o 1-2,1-3, 1-4]

rant

appoint one group member as the sp
by the instructor. Then discuss the f

Decide what each partner’s
managerial role in the
restaurant will be. For
example, who will be
responsible for the necessary
departments and specific
activities? Describe your
managerial hierarchy.

Which building blocks of
competitive advantage do you
need to establish to help your
restaurant succeed? What
criteria will you use to evaluate
how successfully you are
managing the restaurant?

okesperson who will communicate your

ollowing scenario:

3. Discuss the most important
decisions that must be

made about (a) planning,

(b) organizing, (c) leading,
and (d) controlling to allow
you and your partners

to use organizational
resources effectively and
build a competitive
advantage.

For each managerial task, list
the issues to solve, and decide
which roles will contribute
the most to your restaurant’s
success.

29
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Be the Manag

Rapid Growth Causes Problems

ou have just been called in to

help managers at Achieva, a
fast-growing Internet software com-
pany that specializes in business-to-
business (B2B) network software
Your job is to help Achieva solve
some management problems that
have arisen because of its rapid
growth.
Customer demand to license
Achieva’s software has boomed so
much in just two years that more
than 50 new employees have been
added to help develop a new range
of software products and to improve

Case in the Ne
GE Drives Away fr

hen John Flannery took over
as CEO of General Elec-
ric, he brought a vision of a com-
pany that would be simpler and
leaner. For years, GE had wowed
managers around the globe as
high-performing  conglomer-
te engaged in everything from
lectricity-generating equipment to
ntertainment (NBC Universal) to
inancial services to its iconic light-
ing division. But as the economy
has changed, GE has been unable
o sustain solid profits in some
f those areas. Flannery deter
mined that GE would focus on its
hree most profitable lines of busi-
ness: aviation (making jet engines)
power generation, and health care
especially imaging equipment).

Flannery’s first big moves
included spinning off GE’s railroad

er

om

WS [LO 1-1, 1-2, 1-3, 1-6]

[LO 1-2, 1-5]

customer service. Achieva’s growth
has been so swift that the company
still operates informally, its organiza-
tional structure is loose and flexible
and employees are encouraged to
find solutions to problems as they
go along. Although this structure
worked well in the past, you have
been told that problems are arising.

There have been increasing
complaints from employees that
good performance is not being
recognized in the organization
and that they do not feel equitably
treated. Moreover, there have been
complaints about getting managers

Transportation

business, one of North America’s
leading makers of locomotives for
freight trains. The business unit, GE
Transportation, has been owned
by GE since 1907 and became
less profitable in recent years
Flannery negotiated a deal with
the Wabtec Corporation (formerly
Westinghouse Air Brake Technolo-
gies), which produces equipment
for freight railways and mass-transit
operations. The deal combines the
two companies into one; roughly
50 percent is owned by Wabtec
shareholders, 40 percent by GE
shareholders, and 10 percent by GE
itself. Wabtec’s CEO was selected
to run the business, and GE was to
receive $2.9 billion in cash when
the deal closed.

The combined company
should be a powerhouse in the

to listen to their new ideas and to
act on them. A bad atmosphere is
developing in the company, and
recently several talented employ-
ees left. Your job is to help Achieva’s
managers solve these problems
quickly and keep the company on
the fast track.

Questions

1. What kinds of organizing
and controlling problems is
Achieva suffering from?

2. What kinds of management
changes need to be made to
solve them?

transportation business. Based on
the merging companies’ sizes at the
time the deal was announced, it has
$8 billion in revenues and about
27,000 employees. Combining the
companies allows management
to cut costs, perhaps as much as
$250 million a year. And it gives GE
extra cash at a time when the com-
pany has a heavy load of debt.

While Flannery and his recent
successor, Larry Culp, have been
asking themselves which busi
nesses GE should be engaged
in, the managers of the former
GE Transportation facilities have
faced their own set of decisions.
GE Transportation not only built
a locomotive factory in Lawrence
Park, Pennsylvania, a century ago;
it also designed and built the com-
munity in which its workers would

30
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live. Generations of Lawrence Park
residents took jobs in the factory
and earned a comfortable living at
wages negotiated by their union.
GE was a key part of the commu-
nity, and being a GE employee was
a significant part of many commu-
nity members’ identities.

For managers, being part of GE’s
high-performance culture meant
they had to keep looking for ways
to be more efficient. One way to
save money was to have more of
the work done by employees who
would work for a lower wage. Like
many other manufacturers in the
Northeast and Midwest, GE Trans-
portation opened a facility in the
southern United States. The com-
pany chose Fort Worth, Texas, and
built its largest plant there. Employ-
ment at the Lawrence Park facility
has dwindled from about 5,000 in
2013 (the year the Fort Worth facility
opened) to fewer than 2,000 today.
That does not mean the factory cut
production by the same amount
however. Many of the remaining
obs at Lawrence Park are high-tech
positions in advanced manufactur-
ing, which lets companies produce
greater output with fewer workers.
Meanwhile, at the million-square-
foot Fort Worth facility, the non-
union workers are busy assembling
locomotives. A high-demand area

of business is refurbishing loco-
motives. A 25-year-old locomotive
is considered “middle-aged”—far
from ready for the scrap heap if it
can be cleaned up and modernized
with new parts. When locomotives
arrive at the facility, workers remove
major components and send them
through separate production lines
that meet up at the opposite end of
the facility to be reassembled into a
rejuvenated locomotive. The whole
process takes roughly two months
Renovating a locomotive allows its
owner not only to extend its life but
to make it more efficient. Installing
high-tech sensors and software
can increase the locomotive’s effi-
ciency and power. A train that once
required three locomotives might
run with two—a considerable sav-
ings for the railroad, especially con-
sidering that each locomotive’s fuel
consumption might have fallen by
10%. Demand for this service is so
great that the company even works
on locomotives outside its factory:
it has dispatched workers with sup-
plies to customers’ own depots.
Some observers expect that
the move of production from Penn-
sylvania to Texas is one step in a
process that will lead to building
facilities in Mexico or other lower-
wage countries. If that happens, it
will be a decision made not by GE

Transportation, but by the manage-
ment under Wabtec CEO Raymond
Betler.

Questions for Discussion

1. What kinds of decisions and
actions were taken by GE and
the managers at Lawrence
Park and Fort Worth?
Categorize these as planning,
organizing, leading, and
controlling.

2. How have new technologies
utilized at the Lawrence Park
facility help save local jobs?

3. Inyour opinion, what
responsibilities do GE
and Wabtec have toward
their employees and the
communities in which they
operate?

Sources: M. J. Belvedere, “Jim Cramer: ‘Every-
thing Is on the Table’ under New GE CEO to
Revive the Fallen Giant,” CNBC, www.cnbc.
com, October 1, 2018; J. Martin, “GE Trans-
portation Receives Order for 60 Locomo-
tives,” www.goerie.com, September 6, 2018;
S. Lohr, “G.E. Spins Off Railroad Business,”
The New York Times, www.nytimes.com,
May 21, 2018; M. Egan, “GE’s Latest Sale:
Its 111-Year-Old Rail Business,” CNNMoney,
https://money.cnn.com, May 21, 2018; E.
Beras, “General Electric Built This Town, but
Its Presence Is Shrinking,” Marketplace,
www.marketplace.org, January 19, 2018;

T. Kellner, “Forever Young: This Texas Plant
Gives Middle-Aged Locomotives Extreme
Makeovers,” GE Reports, www.ge.com,
March 26, 2018.
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