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Gareth Jones currently offers pro bono advice on
solving management problems to nonprofit organizations

n Houston, Texas. He received his BA in Economics/
Psychology and his PhD in Management from the University
of Lancaster, UK. He was formerly Professor of Management
n the Graduate School of Business at Texas A&M University
and earlier held teaching and research appointments at
Michigan State University, the University of Illinois at Urbana-
Champaign, and the University of Warwick, UK.

He continues to pursue his research interests in stra-
tegic management and organizational theory and his well-
known research that applies transaction cost analysis to
explain many forms of strategic and organizational behavior.
He also studies the complex and changing relationships
between competitive advantage and information technology
n the 2010s.

He has published many articles in leading journals of
the field, and his research has appeared in the Academy of
Management Review, the Journal of International Business
Studies, and Human Relations. An article about the role of
nformation technology in many aspects of organizational
functioning was published in the Journal of Management.
One of his articles won the Academy of Management
Journal’s Best Paper Award, and he is one of the most
cited authors in the Academy of Management Review. He
s, or has served, on the editorial boards of the Academy
of Management Review, the Journal of Management, and
Management Inquiry.

Gareth Jones has used his academic knowledge to craft
eading textbooks in management and three other major
areas in the management discipline: organizational behavior,
organizational theory, and strategic management. His books
are widely recognized for their innovative, contemporary
content and for the clarity with which they communicate
complex, real-world issues to students.
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Organizational Behavior and Human Decision Processes,
Journal of Personality and Social Psychology, Organization
Science, and Psychological Bulletin. One of her papers won
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Division Outstanding Competitive Paper Award, and another
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nal of Organizational Behavior; was a member of the SIOP
Organizational Frontiers Series editorial board; and was an
associate editor of the Journal of Applied Psychology. She is
a fellow in the Academy of Management, the American Psy-
chological Association, the American Psychological Society,
and the Society for Industrial and Organizational Psychology
and a member of the Society for Organizational Behavior.
She also has coauthored a textbook titled Understanding
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In this twelfth edition 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 management practices while maintaining our emphasis
on keeping our text relevant and interesting to students. Our
increased focus on the challenges and opportunities facing
businesses large and small and integrated timely examples
bring management issues to life for students.

The number and complexity of strategic, organizational,
and human capital challenges facing managers continue
to rise. In most companies, managers at all levels address
these challenges by implementing new and improved man-
agement techniques and practices. Today, relatively small
differences in performance between companies—such as
the speed at which they bring new products or services to
market or the ways they motivate employees to reduce costs
or improve performance—can combine to give a company a
significant competitive advantage. Managers and compan-
ies that utilize proven management techniques and prac-
tices in their decision making and actions increase their
effectiveness over time.

The issues facing managers continue to intensify as
changes in the global environment—such as tightening of
the U.S. labor market, rising wages in China and other
countries, and the social and economic fallout from the
2020 global coronavirus pandemic—affect organizations
large and small. In addition, increasing globalization means
that managers must be quick to respond to major differ-
ences in the legal rules and regulations and ethical values
and norms that prevail in countries around the globe.

In addition, the ongoing advances in technology con-
tinue to transform how managers make decisions across
all levels of a company’s hierarchy and across its functions
and global divisions. This edition addresses these ongoing
challenges as technology continues to change at breakneck
speed, especially in the areas of artificial intelligence, data
analytics, and cybersecurity.

Other major challenges we continue to address in this
edition include the impact of the steadily increasing diver-
sity in the workforce and how this increasing diversity
makes it imperative for managers to understand how and
why people differ so they can effectively manage and reap
the performance benefits of a diverse workforce. Similarly,
across all functions and levels, managers and employees
must continually seek ways to work smarter and increase
performance. With these issues in mind, we revised this
edition of Contemporary Management to address these chal-
lenges to managers and their organizations.

Major Content Changes

Encouraged by the number of instructors and students who
use each new edition of our book, and based on the reac-
tions and suggestions of both users and reviewers, we have
revised and updated our book in several ways. First, just
as we have included new research concepts as appropriate,
so too have we been careful to eliminate outdated or mar;
ginal management concepts. As usual, our goal has been
to streamline our presentation and keep the focus on the
changes taking place that have the most impact on man-
agers and organizations. In today’s world of instant sound
bites, videos, text messaging, and tweets, providing the best
content is much more important than providing excessive
content—especially when some of our students are bur
dened by time pressures stemming from the need to work
long hours at paying jobs and meeting personal commit-
ments and obligations.

Second, we have added new management content and
have reinforced its importance by using many small and
large company examples that are described in the chapter
opening cases titled “A Manager’s Challenge”; in the many
boxed examples featuring managers and employees in com-
panies both large and small in each chapter; and in the
“Case in the News” closing cases.

Chapter 1

New “A Manager’s Challenge” on how SurveyMon-
key’s CEO brought a fresh vision to the company to
stabilize its workforce and lead the organization toward
renewed growth.

Updated statistics on managerial wages and projected
growth rate in managerial job openings over the next
five years.

New “Manager as a Person” on the CEO of Match
Group and how she uses her experience and skills to
carry out all four categories of managerial tasks.

Updated statistics on outsourcing tasks to companies
in other countries.

Updated discussion and statistics on the impact of
remote workers to managers and their organizations.

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

New “Case in the News” about GE spinning off its rail
road business.

vii
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Chapter 2

Chapter 3

Chapter 4

New “Management Insight” on how E Source, a Colo-
rado utilities consulting company, helps its employees
set both personal and business goals to help increase
efficiency.

New “Manager as a Person” about how the general
manager of the Washington, DC, area Metro system
demonstrates flexibility in his managerial decisions.

New “Case in the News” about food-service operator
Red Robin and its push to contain labor costs.

New “A Manager’s Challenge” on how the first female
CEO of John Hancock insurance company shapes the
values of her organization.

New “Manager as a Person” on the cofounder of Hun-
tington Learning Centers and how her personality
traits have contributed to the company’s success.

Updated discussion on job satisfaction rates among
U.S. workers.

New “Management Insight” on how organizational
culture plays a significant role in shaping employees
behavior.

New discussion on recent corporate scandals and how
a dysfunctional culture can be damaging to an organiz-
ation and its members.

New “Case in the News” on Google’s ongoing chal-
lenge to maintain a strong company culture.

New “A Manager’s Challenge” on the president of the
UPS Foundation and how he aligns his organization’s
work with UPS’s overall corporate vision by contribut-
ing to local communities.

New “Management Insight” about how to embed eth-
ics in an organization’s culture.

Updated discussion on the compensation packages for
U.S. CEOs.

New “Manager as a Person” on how the CEO at a
pharmaceutical company puts his people first.

New discussion about how corporate corruption can
still occur in countries with high ethical marks.

New “Case in the News” about how Chevron tries to
stay on the high road in Venezuela amid political and
economic unrest.

viii

Chapter 5

Chapter 6

Updated statistics on age and men’s and women’s
participation rates in the U.S. workforce and median
weekly earnings.

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

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

New “Focus on Diversity” on the increasing impact of
Hispanics on the U.S. workforce.

Updated discussion about the companies recognized
for employing people with disabilities.

Updated statistics on the U.S. poverty rate.

Updated discussion on the U.S. employers recognized
as the best places to work for LGBTQ equality.

New “Manager as a Person” about how the CEO of
a medical tech company promotes diversity in his
organization.

New “Ethics in Action” on whether older tech workers
are victims of stereotypes.

Updated discussion and statistics on sexual
harassment.

New discussion about a pilot program by four tech
companies to develop benchmarks that companies
have taken appropriate steps to address workplace
harassment of any sort.

New “Case in the News” about diversity efforts at
Goldman Sachs.

New “A Manager’s Challenge” about Walmart’s
global expansion into India by investing in Flipkart,
the Indian e-commerce giant that competes with
Amazon.

New “Management Insight” about the film industry in
a developing economy in Africa.

Updated discussion about the UK’s departure from the
European Union.

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

New “Managing Globally” on the impact of tariffs on
auto companies’ supply chains.

New “Case in the News” about China’s Huawei
Technologies.
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Chapter 7

Chapter 8

Chapter 9

Chapter 10

New “Management Insight” on sustainability efforts at
UPS, DuPont, and the Coca-Cola Company.

Updated research on why mergers fail when company
cultures clash.

New “Ethics in Action” on turning plastic recycling into
a way that enables people to participate in their economy.

New “Case in the News” on the U.S. Marines logistics
unit and how it is teaching military personnel in the
field to use computer-aided technologies to think cre-
atively in their everyday jobs.

Updated discussion throughout the chapter about Gen-
eral Mills and its planning strategies at various levels of
the organization.

New “Manager as a Person” on how Starbucks’ chief
operating officer has implemented plans across the
company for sustained growth.

New discussion about how Toys R Us has reinvented itself
on a smaller scale with the help of a software retailer.

New “Management Insight” on how Canada Goose,
maker of high-end outerwear, uses product differentia-
tion to its advantage.

New “Case in the News” about how Best Buy tweaks
its strategies to stay relevant and compete in an ever-
changing environment.

New “A Manager’s Challenge” about Mattel's CEO
and his redesign of company processes to increase
efficiency.

New “Ethics in Action” about whether efficiency can
hurt workers and their organizations.

New discussion about General Motors and its flexible
manufacturing plan that has collaborative robots work-
ing side by side with humans.

New “Manager as a Person” on Amazon’s innovator in
chief: Jeff Bezos.

New “Case in the News” about Brooks Brothers’ rede-
signing itself and its processes.

New “A Manager’s Challenge” on how Alaska Airline’s
organizational structure is designed with customers
in mind.

New “Managing Globally” on how IKEA is redesign-
ing new stores on a smaller scale now that many con-
sumers shop online.

New discussion about Home Depot’s functional structure

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

Updated discussion on the hierarchy of authority at
McDonald’s Corporation.

New “Manager as a Person” on NASA’s administra-
tor and his efforts to create a winning culture at the
space agency.

New “Case in the News” about restricting and rebrand-
ing efforts at Ogilvy’s U.S. advertising operations.

Chapter 11

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

New section on the Balanced Scorecard and its increas-
ing use by organizations to evaluate various measures
of a company’s performance.

Updated discussion on Disney and its strategic reorgan-
ization, including a new CEO replacing Bob Iger.

New “Ethics in Action” on Volkswagen’s continuing
efforts to implement top-down changes to regain con-
sumers’ confidence after an emissions scandal.

New “Case in the News” on how Stitch Fix controls
inventory and the customer experience.

Chapter 12

New “A Manager’s Challenge” on Cisco Systems and
its strategies to attract and retain top talent.

New discussion about the importance of companies
recognizing that the HR function is a critical compon-
ent of their strategic agenda.

New research on job applicants fabricating or exagger-
ating information on their résumés.

New discussion on Dollar General’s successful train-
ing program for its employees.

New research on the effectiveness of formal mentoring
programs, especially for minorities.

Updated statistics on union members in the United
States.

New “Case in the News” on Southwest Airlines’ stra-
tegic approach to HR.
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Chapter 13

New “A Manager’s Challenge” on how Applied Tech-
nical Services sets realistic targets for success.

New “Managing Globally” on how individual needs
among workers vary from country to country.

New “Case in the News” on DTE Energy and company
efforts to re-energize its workforce with a shared sense
of purpose to cut costs and avoid layoffs.

Chapter 14

New “A Manager’s Challenge” on how Microsoft CEQ
Satya Nadella leads the company into new business.

New “Manager as a Person” on a servant leader at
Covenant Health in eastern Tennessee.

Updated discussion of coercive power and how some
managers use it to punish others.

New discussion about how Costco uses consideration
as part of its code of ethics.

New “Ethics in Action” on Salesforce’s chief ethical
and humane use officer.

New discussion throughout the chapter about the
various ways Netflix co-founder Reed Hastings demon-
strates leadership.

New “Case in the News” on how the CEO of Levi
Strauss uses effective leadership strategies to help the
company and its employees succeed.

Chapter 15

New “Manager as a Person” on how Intertape Polymer
Group’s director of operations supports the use of self
directed teams within the organization.

New “Management Insight” on helping a team develop
by identifying critical behaviors.

New “Case in the News” on how Adient, the world’s
largest supplier of automotive seating, uses high-
performance teams to maintain its competitive edge.

Chapter 16

Chapter 17

Chapter 18

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

Updated discussion on the increasing importance of
technology and communication, including web-based
collaboration systems and other online communica-
tions, particularly as the COVID-19 pandemic hampers
regular business operations.

New “Case in the News” on how Netflix aims to keep
communication honest throughout the organization.

New “Ethics in Action” on a method of giving voice
to underlying values—not individuals’ personalities—
that underlie each perspective on a particular business
issue.

New “Focus on Diversity” on how managers need to
recognize and respect ideas put forth by employees of
different ages.

New “Managing Globally” on the importance of man-
agers empowering local knowledge when it comes to
working with governments and aid organizations.

New “Case in the News” on Boeing and the internal
conflicts that contributed to problems with the 737
MAX.

Updated research and discussion about the importance
of effective cybersecurity measures.

New “Ethics in Action” on a national grocery chain’s
use of consumer data as a key part of its growth
strategy.

New “Managing Globally” on a Chinese financial ser-
vices company that runs on artificial intelligence.

New “Case in the News” on Royal Dutch Shell and its
continuing investment in artificial intelligence projects
to increase the company’s overall efficiency.
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Flexible Organization

Another factor of interest to instructors is how we have
designed the grouping of chapters to allow instructors to
teach the chapter material in the order that best suits their
needs. For example, the more micro-oriented instructor
can follow Chapters 1 through 5 with Chapters 12 through
16 and then use the more macro chapters. The more

macro-oriented professor can follow Chapters 1 and 2 with
Chapters 6 through 11, jump to 16 through 18, and then use
the micro chapters, 3 through 5 and 12 through 15.

Our sequencing of parts and chapters gives instructors
considerable freedom to design the course that best suits
their needs. Instructors are not tied to the planning, organ-
izing, leading, and controlling framework, even though our
presentation remains consistent with this approach.

Xi
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Instructors: Student Success Starts with You

Tools to enhance your unique voice 650/
Want to build your own course? No problem. Prefer/to use our O

turnkey, prebuilt course? Easy. Want to make changes throughout the Less Time
semester? Sure. And you’ll save time with Connect’s auto-grading too.

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

Affordable solutions,
added value

Make technology work for you with

LMS integration for single sign-on access,
mobile access to the digital textbook,

and reports to quickly show you how
each of your students is doing. And with
our Inclusive Access program you can
provide all these tools at a discount to
your students. Ask your McGraw Hill
representative for more information.

Padlock: Jobalou/Getty Images
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Grading

Study made personal

Incorporate adaptive study resources like

SmartBook® 2.0 into your course and help your
students be better prepared in less time. Learn

more about the powerful personalized learning
experience available in SmartBook 2.0 at
.mheducation.com/highered/connect/smartbook

Solutions for %
your challenges

A product isn’t a solution. Real

solutions are affordable, reliable,

and come with training and

ongoing support when you need

it and how you want it. Visit www.
supportateverystep.com for videos

and resources both you and your

students can use throughout the
semester.

Checkmark: Jobalou/Getty Images
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Connect is designed to make you more producti

Study anytime, anywhere

Download the free ReadAnywhere app and acce

convenient, even if you're offline. And since the a
automatically syncs with your eBook and SmartB
assignments in Connect, all of your work is avails
every time you open it. Find out more at
www.mheducation.com/readanywhere

Your Connect co
your digital eBog
it easy to get you

Calendar: owattaphotos/Getty Images

Learning for everyone

McGraw Hill works directly with Accessibility Ser
Departments and faculty to meet the learning ne
of all students. Please contact your Accessibility
Services Office and ask them to email
accessibility@mheducation.com, or visit
www.mheducation.com/about/accessibility
for more information.

Top: Jenner Images/Getty Images, Left: Hero Images/Getty Images, Right: Hero Images/Getty Images

Students: Get Learning

Effective tools for efficient study

ve wit
your study time and meet your individual learning nee

SS Yo
online eBook or SmartBook 2.0 assignments when it’s
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ook 2.
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k or
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ices
eds
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that Fits You

ing

h simple, flexible, intuitive tools that maximize
ds. Get learning that works for you with Connect

“I really liked this
app—it made it easy
to study when you
don't have your text-
book in front of you.”

ur

- Jordan Cunningham,
Eastern Washington University

Everything you need in one place

urse has everything you need—whether reading on

completing assignments for class, Connect make
k done.

1%2)
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Course Design and Delivery

- . CREATE Instructors  can
G Crea te now tailor their teaching
resources to match the way
hey teach! With McGraw-Hill Create, www.
mcgrawhillcreate.com, instructors can easily rearrange
hapters, combine material from other content
sources, and quickly upload and integrate their own
ontent, such as course syllabi or teaching notes. Find
he right content in Create by searching through thou-
sands of leading McGraw-Hill textbooks. Arrange the
material to fit your teaching style. Order a Create
book and receive a complimentary print review copy
n three to five business days or a complimentary elec-
ronic review copy via email within one hour. Go to
ww.mcgrawhillcreate.com today and register.

° Tegrity: Lectures 24/7
% Geg flty® Tegrity in Connect is a
tool that makes class time
available 24/7 by automatically capturing every lec-
ture. With a simple one-click start-and-stop process,
you capture all computer screens and correspond-
ing audio in a format that is easy to search, frame by
frame. Students can replay any part of any class with
easy-to-use, browser-based viewing on a PC, Mac, tab-
let, 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 fea-
ture helps students efficiently find what they need, when
they need it, across an entire semester of class record-
ings. Help turn your students’ study time into learning
moments immediately supported by your lecture. With
Tegrity, you also increase intent listening and class par-
ticipation by easing students’ concerns about note-taking.
Using Tegrity in Connect will make it more likely you
will see students’ faces, not the tops of their heads.

BLACKBOARD®  PART-

G I NERSHIP McGraw-Hill
llllll ' pl

’TJ [Bb} Education and Blackboard

“““““““ J have teamed up to simplify
overe | The Best of your life. Now you and your
Both Worlds students can access Connect

and Create right from within your Blackboard course-all
with one single sign-on. The grade books are seamless,

Xiv

so when a student completes an integrated Connect
assignment, the grade for that assignment automatic-
ally (and instantly) feeds your Blackboard grade cen-
er. Learn more at Www.omorenow.com.

Mc MCGRAW-HILLCAMPUS™
il " campus McGraw-Hill Campus is a
new one-stop teaching and
learning experience available to users of any learning
management system. This institutional service allows
faculty and students to enjoy single sign-on (SSO
access to all McGraw-Hill Higher Education materi-
als, including the award-winning McGraw-Hill Con-
ect platform, from directly within the institution’s
ebsite. With McGraw-Hill Campus, faculty receive
nstant access to teaching materials (eTextbooks, test
banks, PowerPoint slides, animations, learning object-
ives, etc.), allowing them to browse, search, and use
any instructor ancillary content in our vast library at
no additional cost to instructor or students. In addis
ion, students enjoy SSO access to a variety of free
ontent (quizzes, flash cards, narrated presentations,
etc.) and subscription-based products (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.

ASSURANCE OF LEARNING READY Many educa-
ional institutions today focus on the notion of assur-
ance of learning, an important element of some
accreditation standards. Contemporary Management is
designed specifically to support instructors’ assurance
of learning initiatives with a simple yet powerful solu-
ion. Each test bank question for Contemporary Man-
agement maps to a specific chapter learning objective

listed in the text.
cation is a proud

corporate member

of AACSB International. Understanding the import-
ance and value of AACSB accreditation, Contemporary

anagement recognizes the curricula guidelines detailed
n the AACSB standards for business accreditation by

AACSB TAGGING
McGraw-Hill Edu-
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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
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 individ-
ual schools, the mission of the school, and the faculty.
While the Contemporary Management teaching package
makes no claim of any specific AACSB qualification or]
evaluation, we have within Contemporary Management
labeled selected questions according to the eight general
knowledge and skills areas.
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MCGRAW-HILL CUSTOMER EXPERIENCE GROUP
CONTACT INFORMATION At McGraw-Hill Educa-
tion, we understand that getting the most from new
technology can be challenging. That’s why our ser-
vices don’t stop after you purchase our products. You
can email 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 website. For Customer Support, call
800-331-5094 or visit www.mhhe.com/support. One of
our Technical 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 grow-
ing literature about contemporary management and make it
interesting and meaningful for students is not an easy task
In writing and revising the various drafts of Contemporary
Management, we have been fortunate to have the assistance
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Management | part 1

Luis Alvarez/Getty Images

Iearning Objectives

After studying this chapter, you should be able to:

LO1-1 Describe what management is, why management is important, what managers
do, and how managers use organizational resources efficiently and effectively
to achieve organizational goals.

LO1-2 Distinguish among planning, organizing, leading, and controlling (the four
principal managerial tasks), and explain how managers’ ability to handle each
one affects organizational performance.

LO1-3 Differentiate among three levels of management, and understand the tasks and
responsibilities of managers at different levels in the organizational hierarchy.

LO1-4 Distinguish among three kinds of managerial skill, and explain why managers are
divided into different departments to perform their tasks more efficiently and effectively.

LO1-5 Discuss some major changes in management practices today that have
occurred as a result of globalization and the use of advanced technologies.

LO1-6 Discuss the principal challenges managers face in today’s increasingly

. competitive global environment. P
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CEO Fosters Growth at SurveyMonkey

What difference can a manager make?
In the case of Zander Lurie at SurveyMonkey,
managing meant stabilizing a company and then
leading it toward renewed growth. When Lurie,
who headed GoPro’s entertainment division,
joined the board of directors at SurveyMonkey,
it was simply a chance to share his financial
expertise and collaborate with then CEO, his
close friend Dave Goldberg. But Goldberg died
suddenly at the age of 47, and the survey soft-
ware company’s shocked employees needed
leadership. The board appointed Lurie to find
a replacement, but a few months after the new
CEO was appointed, it became apparent that
he was not a good fit. The board asked Lurie
to take the position. Desiring to maintain his
friend’s legacy, Lurie resigned from GoPro to
accept the challenge.”

Goldberg had been respected for building
a 10-year-old tech company with 10 employ-
ees into a business with revenues approach-
ing $189 million. Following his death, many
employees began sharing the hashtag #Make-
DaveProud, even wearing it on T-shirts. Lurie
realized that his initial role would be to help
employees process their loss. He began by
using the company’s strength in research to
survey employees about what they valued
about the company and their jobs. He asked
customers what they appreciated most about
the company’s products. He set up regular
meetings to hear from employees below the
executive ranks. At the same time, he reviewed
SurveyMonkey’s lines of business to assess
which had potential for profitable growth. He
shut down a business line that was holding the
company back. This required layoffs but sig-
naled to the remaining employees that Survey-
Monkey was committed to a stronger future.?

Listening to employees and customers
revealed to Lurie a core value for SurveyMon-
key: curiosity. He realized that surveys are valu-
able when they enable customers to explore
what they are curious about, and employees
are valuable when they work in an environment
that encourages questions and ideas. So Lurie
began to build employee surveys into corporate
decision making and to structure rewards for
asking good questions. Ideas from employees
led Lurie to a new business opportunity: artificial
intelligence that applies knowledge of research
methods to help users improve their surveys.
An employee suggestion to consider the needs
of contract workers such as janitors and cafete-
ria workers led to improved benefits packages.®

Valuing curiosity propels SurveyMonkey’s
commitment to hiring a diverse workforce
and enabling their contributions. The com-
pany has, for example, hired women at all

Zander Lurie, CEO of SurveyMonkey, used his management skills to help
employees deal with the tragic loss of the company’s founder and put the
firm back on track to a brighter future.

Imeh Akpanudosen/Stringer/Getty Images
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career growth—something the company is now
seeking to improve. SurveyMonkey also gets
employees involved in selecting the charitable
programs it supports as part of its commitment
to being socially responsible.*

As SurveyMonkey righted itself after the loss
of Dave Goldberg, Lurie could focus more on
future profit growth. Under his leadership, more
of the business is shifting to paid services (in

contrast to the original free survey tools) and
to growth markets outside the United States.®
Lurie is translating his leadership success into
corporate value.

brkers. Another les-
that most employees
ny don’t see a path to

Ovi

Managing today’s organizations is a complex affair, and seasoned leaders
erVIeW like Zander Lurie face multiple challenges from within and outside their
organizations. To make decisions and lead others successfully, managers
must possess a complex set of skills, knowledge, and abilities that help them interpret cues
from the environment and respond accordingly.
In this chapter we consider what managers do and the skills, knowledge, and abilities
they must possess to lead their organizations effectively. We also identify the different kinds
of managers that organizations rely on to help guide them. Finally, we consider some of the
challenges that managers must overcome to help their organizations prosper.

Manag

organizations Collections

of people who work together
and coordinate their actions to
achieve a wide variety of goals
or desired future outcomes.

management The planning,
organizing, leading, and con-
trolling of human and other
esources to achieve organi-
zational goals efficiently and
effectively.

LO1-1 Describe what
management is, why
management is important,
what managers do,

and how managers use
organizational resources
efficiently and effectively
to achieve organizational
goals

When you think of a manager, what kind of person comes to mind?
Do you think of an executive like Zander Lurie, who helps direct his
company? Or do you see a manager at a fast-food restaurant, who engages
directly with employees and customers? Perhaps you think of a foreman
at a manufacturing company? Regardless of how we view managers,
hey all share important characteristics. First, they all work in organizations. Organizations
re collections of people who work together and coordinate their actions to achieve a wide
ariety of goals or desired future outcomes. Second, as managers, they are the people respon-
ible for supervising and making the most of an organization’s human and other resources to
chieve its goals.

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

chieving High Performance: A Manager’s Goal

ne of the key goals that organizations try to achieve is to provide goods and services that cus-
omers value and desire. Zander Lurie’s principal goal is to manage SurveyMonkey so that the
ompany continues to leverage cutting-edge technology such as artificial intelligence (Al) and
o innovate with new products and services for the global marketplace. Likewise, the principal
oal of fast-food managers is to produce tasty and convenient food that customers enjoy and
ome back to buy. Finally, manufacturing managers must balance the quality needs of their
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organizational performance
A measure of how efficiently
and effectively a manager
uses resources to satisfy
customers and achieve
organizational goals.

efficiency A measure of

how well or how productively
resources are used to achieve
a goal.

effectiveness A measure of
the appropriateness of the
goals an organization is pursu-
ng and the degree to which
the organization achieves
those goals.

Organizational performance is a measure of how efficiently and effectively managers
use available resources to satisfy customers and achieve organizational goals. Organiza-
tional performance increases in direct proportion to increases in efficiency and effectiveness,
as Figure 1.1 shows. What are efficiency and effectiveness?

Efficiency is a measure of how productively resources are used to achieve a goal.® Organiza-
tions 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, Wendy’s develops ever more efficient fat fryers that not only
reduce the amount of oil used in cooking 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, CEO Lurie has led SurveyMonkey in a retooling of some of the
company’s products and services since he took the helm in 2016. For example, he has elimis
nated an unsuccessful business while expanding others and continues to foster a collaborative
environment in which he encourages employees to stay curious, which has helped spur the
company’s growth.”

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 goals and then achieve them
Some years ago, for example, managers at McDonald’s decided on the goal of providing break-
fast service to attract more customers. The choice of this goal proved smart: Several years
ago, McDonald’s management made the decision to offer the breakfast menu all day long, a
strategy that has been successful and well received by consumers. According to recent reports,
breakfast accounts for 25% of McDonald’s sales and close to 40% of the company’s prof-
its.® High-performing organizations such as Apple, Marriott, Walmart, Home Depot, Accen-
ture, 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.

Efficiency, Effectiveness, and Performance in an Organization

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.
w Result: A product that Result: A product that
2 customers want, but that is too customers want at a quality and
w expensive for them to buy. price they can afford.
>
=
3 Low efficiency/ High efficiency/
i low effectiveness low effectiveness
L
L Manager chooses wrong goals Manager chooses inappropriate
LOW to pursue and makes poor use goals, but makes good use of

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
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LO1-2 Distinguish
among planning,
organizing, leading,
and controlling

(the four principal
managerial tasks),
and explain how
managers’ ability
to handle each one
affects organizational
performance.

planning Identifying and

of management.

o |
L4
|V =)

Man

selecting appropriate goals;
one of the four principal tasks

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 complexity, respond to
environmental contingencies, and make decisions that are ethical and effective. Studying
management helps equip individuals to accomplish each of these tasks.

In a broader sense, individuals generally learn through personal experience or the experi-
ences of others. By studying management in school, you are exposing yourself to the lessons
others have learned. The advantage of such social learning is that you are less likely to repeat
the mistakes others have made in the past. Furthermore, by studying and practicing the behav-
iors 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 earn a median wage of $100,930, with a projected growth rate in job
openings of between 7 to 10% between now and 2028.°

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

The job of management is to help an organization make the best use of its
resources to achieve its goals. How do managers accomplish this objec-
o tive? They do so by performing four essential managerial tasks: planning,
lagerlal organizing, leading, and controlling. The arrows linking these tasks in
Figure 1.2 suggest the sequence in which managers typically perform

TaSkS them. French manager Henri Fayol first outlined the nature of these man-
agerial activities around the turn of the 20th century in General and Indus-

trial Management, a book that remains the classic statement of what managers must do to
create a high-performing organization. '
Managers at all levels and in all departments—whether in small or large companies,
for-profit or not-for-profit organizations, or organizations that operate in one country or
throughout the world—are responsible for performing these four tasks, which we look at
next. How well managers perform these tasks determines how efficient and effective their
organizations are.

ssential

Planning

To perform the planning task, managers identify and select appropriate organizational 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) decid-
ing what strategies to adopt to attain those goals, and (3) deciding how to allocate organiza-
tional resources to pursue the strategies that attain those goals. How well managers plan and
develop strategies determines how effective and efficient the organization is—its performance
level.!!

As an example of planning in action, consider SurveyMonkey’s recent innovation in
Al-based features that utilize machine learning and natural language processing technology
In a 2018 study, the company sought feedback from its enterprise customers about what
product feature improvements they would like to see on the SurveyMonkey platform. An over-
whelming number of businesses responded that they wanted better text analysis of consumer
responses. SurveyMonkey recently introduced a feature called “sentiment analysis,” which
identifies respondents’ insights by automatically classifying text responses and displaying an
aggregate view of their opinions. This data analytics tool may help companies communicate
problems, identify priorities, and make timely business decisions.?
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organizing Structuring work-
ng relationships in a way
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
eporting 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 mem-
bers so they understand the
part they play in achieving
organizational goals; one of
the four principal tasks of
management.

Figure 1.2
Four Tasks of Management

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.

Organizing

Organizing is structuring working relationships so organizational members interact 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 authority and responsibil-
ity 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 formal system
of task and reporting relationships that coordinates and motivates members so they work
together to achieve organizational goals. Organizational structure determines how an organis
zation’s resources can be best used to create goods and services. As SurveyMonkey continues
to expand its reach to more enterprise customers by developing more products and services
and acquiring global startups, management continues to face the issue of how best to struc-
ture or reorganize different groups within the organization. Not surprisingly, CEO Zander
Laurie is a strong proponent of asking his own employees their thoughts on many impor-
tant issues. Laurie holds regular meetings with people one level below his senior managers,
where the conversation is free-wheeling and no topic is off limits. In addition, the company
designed its new corporate headquarters in San Mateo, California, based almost entirely on
employee surveys—with the goal of making the new space a collaborative destination
that encourages curiosity and creativity.!> We examine the organizing process in detail in
Chapters 10 through 12.

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 accom-
plish, and they energize and enable employees 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
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o their activities and efforts are in harmony. Leadership revolves around encouraging all
mployees to perform at a high level to help the organization achieve its vision and goals
nother outcome of leadership is a highly motivated and committed workforce. SurveyMon-
ey’s more than 1,200 employees appreciate the core values of their leadership, especially
EO Lurie’s refreshing focus on curiosity and collaboration, which contributes to their suc-
ess as a workforce. We discuss the issues involved in managing and leading individuals and
roups in Chapters 13 through 16.

ontrolling

n 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
or example, managers monitor the performance of individuals, departments, and the orga-
ization as a whole to see whether they are meeting desired performance standards. The out-
ome of the control process is the ability to measure performance accurately and regulate
rganizational efficiency and effectiveness. To exercise control, managers must decide which
oals to measure—perhaps goals pertaining to productivity, quality, or responsiveness to
ustomers—and then they must design control systems that will provide the information neces-
ary to assess performance—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 the other
hree tasks of management—planning, organizing, and leading—and take corrective action.
The four managerial tasks—planning, organizing, leading, and controlling—are essential
arts of a manager’s job. In the “Manager as a Person” feature, read how Mandy Ginsberg
arries out these tasks at the top level of management for Match Group. At all levels in the
anagerial hierarchy, and across all jobs and departments in an organization, effective man-
gement means performing these four activities successfully—in ways that increase efficiency
nd effectiveness.

controlling Evaluating how
well an organization is achiev-
ng its goals and taking action
to maintain or improve perfor-
mance; one of the four princi-
pal tasks of management.

MANAGER AS A PERSON - m :

What Makes Mandy
Ginsberg a Good Fit for
Match

Mandy Ginsberg brings a wealth of experience and skills
to her position as CEO of Match Group, the owner of
various popular dating sites, including Match, OkCupid,
Hinge, and Tinder. She uses these strengths to carry out
all four categories of managerial tasks.

Ginsberg has a background in working on market-
ing at high-tech companies, and she enjoys tracking
the fast pace of change in technology. Her experience
includes applying data about consumers to development
of new products, so keeping ahead of the curve is both a

Mandy Ginsberg’s flexible approach to planning, organizing,

leading, and controlling has helped her guide the Match Group i .
to continued success. well-developed skill and an exciting challenge. For her,

NICHOLAS KAMM]/Contributor/Getty Images planning how to ride the next wave of online-dating tools

is a natural way to compete. Her marketing background
also helps Ginsberg plan the company’s moves into international markets, where
dating norms are shaped by different cultures.'*
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Understanding technology trends, being comfortable working with data, and open-
ness to change all help Ginsberg take a flexible approach to organizing. Tech firms
need to be agile in the face of change, and that was Ginsberg’s approach to the compa-
ny’s newfound ability to collect and analyze massive amounts of user data. Rather than
leaving it to each user to find suitable dates on the company’s websites, Match devel-
oped a feature to analyze user behavior, and the company began hiring more and more
data scientists. International expansion also requires organizing decisions related to
where to locate employees to serve 190 different markets using different products in 42
languages. Hiring locals is an important way to bring cultural knowledge to the table."

For Ginsberg, leading is a team sport. She played soccer in high school and col-
lege and considers this a formative experience in her development of a leadership
approach. She didn’t have an obvious physical advantage in the game but had insight
into how teams work together by combining a set of strengths. This ability to recognize
and call upon people’s strengths is an obvious talent for leadership.'®

Ginsberg’s strength in data analytics not only helps with planning, but also
positions her to succeed at controlling. An important performance measure for
Match Group is the pace of innovation. The openness to international expansion also
is expected to fuel future growth. Profit growth is key, of course, and Match Group’s
profit growth over the past few years suggests that Ginsberg is a skillful practitioner
of the management tasks. Ginsberg recently stepped down from her position as she
faced ongoing health challenges; however, she was succeeded by one of Match’s senior
executives, Shar Dubey, who will oversee the company’s planned spinoff from its
corporate parent.!’

Performing Managerial Tasks: Mintzberg’s
Typology

So far, our discussion of management has presented it as an orderly process in which individu-
als carefully weigh information before making the best possible 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 managers play in
organizations and directly informs our discussion in this chapter. Often managers are
overloaded with responsibilities and do not have time to analyze every nuance of a situation;
they therefore 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 usually 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 managers 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 dynamic 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 as a
normal part of the learning experience and a rite of passage to becoming an effective manager
Managers and their employees learn from both their successes and their failures.
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able 1.1
Managerial Roles Identified by Mintzberg

h’ype of Role

Decisional

Interpersonal

Informational

d Skills
ANagers

Specific Role

Entrepreneur

Disturbance

handler

Resource
allocator

Negotiator

Figurehead

Leader

Liaison

Monitor

Disseminator

Spokesperson

To perform the four managerial tasks efficiently and effectively, organiza-
tions group or differentiate their managers 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.
The three levels of managers are first-line managers, middle managers,
and top managers—arranged in a hierarchy. Typically, firstline managers report to middle
managers, and middle managers report to top managers.

Second, organizations group managers into different departments (or functions) according

Examples of Role Activities

Commit organizational resources to develop innovative
goods and services; decide to expand internationally to
obtain new customers for the organization’s products.

Move quickly to take corrective action to deal with unex-
pected problems facing the organization from the external
environment, such as 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, techni-

cal, and human resources; work with other organizations

to establish agreements to pool resources to work on joint
projects.

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

Provide an example for employees to follow; give direct
commands and orders to employees; make decisions

concerning the use of human and technical resources; mobi-
lize 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.

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 exter-
nal and internal environments that will affect them and the
organization; communicate to employees the organization’s
vision and purpose.

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

o their specific job-related skills, expertise, and experiences, such as a manager’s engineerin

jon3515X_ch01_002-029.indd 10

09/07/20 11:33 AM




@ Rev. ConRiethiidg Pdgids

Managers and Managing 11

department A group of
people who work together and
possess similar skills or use
the same knowledge, tools,

or techniques to perform their
obs.

LO1-3 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 nonmana-
gerial employees.

middle manager A manager
who supervises first-line man-
agers and is responsible for
finding the best way to use
resources to achieve organiza-
tional goals.

Figure 1.3
Levels of Managers

skills, marketing expertise, or sales experience. A department, such as the manufacturing,
accounting, engineering, or sales department, 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 man-
agers, 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 supervisors.
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 super-
visor of a work team in the manufacturing department of a car plant, the head nurse in the
obstetrics department 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 finding the best
way to organize human and other resources to achieve organizational goals. To increase effi-
ciency, middle managers find ways to help first-line managers and nonmanagerial employees
better use resources to reduce manufacturing costs or improve customer service. To increase
effectiveness, middle managers evaluate whether the organization’s goals are appropriate and
suggest to top managers how goals should be changed. Often the suggestions that middle
managers make to top managers can dramatically increase organizational performance
A major part of the middle manager’s job is developing and fine-tuning skills and know-how,
such as manufacturing or marketing expertise, that allow the organization to be efficient and
effective. Middle managers make thousands of specific 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 resources? How should employees be organized to allow
them to make the best use of resources?

CEO

jon3515X_ch01_002-029.indd 11

@ 09/07/20 11:33 AM




@ Rev. ConRiethsdhg Pdgids

12

Chapter One

top manager A manager who
establishes organizational
goals, decides how depart-
ments should interact, and
monitors the performance of
middle managers.

top management team

A group composed of the
CEO, the COO, and the vice
presidents most responsible
for achieving organizational
goals.

Behind a top-notch sales force, look for the middle managers responsible for training,
motivating, and rewarding the salespeople. Behind a committed staff of high school teachers,
look for the principal who energizes them to find ways to obtain the resources they need to do
outstanding and innovative jobs in the classroom.

In contrast to middle managers, top managers are responsible for the performance of
all departments. They have cross-departmental responsibility. Top managers establish organi-
zational goals, such as which goods and services the company should produce; they decide
how the different departments should interact; and they monitor how well middle man-
agers in each department use resources to achieve goals.””> Top managers are ultimately
responsible for the success or failure of an organization, and their performance is continu-
ally scrutinized by people inside and outside the organization, such as other employees and
investors.>?

The chief executive officer (CEQO) is a company’s most senior and important manager, the
one all other top managers report to. Today the term chief operating officer (COO) often refers
to top managers, who are being groomed to assume CEO responsibilities when the current
CEO retires, leaves the company, or assumes other responsibilities. Together the CEO and
COO are responsible for developing good working relationships among the top managers of
various departments (manufacturing and marketing, for example); usually, these top manag-
ers have the title “vice president.” A central concern of the CEO is the creation of a smoothly
functioning top management team, a group composed of the CEO, the COO, and the vice
presidents most responsible for achieving organizational goals.”*

The relative importance of planning, organizing, leading, and controlling—the four principal
managerial tasks—to any manager depends on the manager’s position in the managerial hierar-
chy.? The amount of time managers spend planning and organizing resources to maintain and
improve organizational performance increases as they ascend the hierarchy (see Figure 1.4).26
Top managers devote most of their time to planning and organizing, the tasks so crucial to
determining an organization’s long-term performance. The lower that managers’ positions are
in the hierarchy, the more time the managers spend leading and controlling first-line managers
or nonmanagerial employees.

Figure 1.4
Relative Amount of Time Managers Spend on the Four Managerial Tasks

Planning Organizing Leading Controlling

Top
managers

Middle
managers

First-line
managers
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LO1-4 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 abil-
ty to analyze and diagnose
a situation and to distinguish
between cause and effect.

human skills The ability to
understand, alter, lead, and
control the behavior of other
ndividuals and groups.

conceptual, human, and technic

Types of Managerial SKkills

Both education and experience enable managers to recognize and develop the personal skills
they need to put organizational resources to their best use. Research has shown that education
and experience help managers acquire and develop three types of skills: conceptual, human,
and technical.”’

Conceptual skills are demonstrated in the general ability to analyze and diagnose a situ-
ation and to distinguish between cause and effect. Top managers require the best concep-
tual skills because their primary responsibilities are planning and organizing.”® Managers like
Zander Lurie must constantly identify new opportunities and mobilize organizational resources
to take advantage of those opportunities.

Formal education and training are important in helping managers develop conceptual
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 manag-
ers 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 immediate situation and consider
choices while keeping in mind the organization’s long-term goals.

Today continuing management education and training, including training in advanced tech-
nology, are an integral part of building managerial skills because new theories and techniques
are constantly being developed to improve organizational effectiveness, such as total quality
management, global supply chain management, and cloud computing and virtual business-to
business (B2B) networks. A quick scan through a magazine such as Bloomberg Businessweek or
Fortune reveals a host of seminars on topics such as advanced marketing, finance, leadership,
and human resource management that are offered to managers at many levels in the organiza-
tion, from the most senior corporate executives to middle managers. Microsoft, IBM, Oracle,
and many other organizations designate a portion of each manager’s personal budget to be
used at the manager’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 interna-
tional bond trading, or to learn the skills necessary to implement a total quality management
program or develop systems for the use of artificial intelligence (Al) in business operations
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 per-
forming at a high level (because they have studied management) are often sent to intensive
management training programs to develop their management skills and to prepare them for
promotion to first-level management positions.
Human skills include the general ability to understand, alter,
lead, and control the behavior of other individuals and groups
The ability to communicate, to coordinate, to motivate, and to
mold individuals into a cohesive team distinguishes effective
from ineffective managers. Skills such as these are especially sig-
nificant for successful management in the public (government
sector, as described in the “Management Insight” feature. Like
conceptual skills, human skills can be learned through educa-
tion and training, as well as be developed through experience.?’
Organizations increasingly use advanced programs in leader-
ship skills and team leadership as they seek to capitalize 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 weak-
nesses 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.

| skills.
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technical skills The job- Technical skills are the job-specific skills required to perform a particular type of work orf
specific knowledge and tech- occupation at a high level. Examples include a manager’s specific manufacturing, accounting,
niques required to performan | marketing, and technological skills. Managers need a range of technical skills to be effective
organizational role. The array of technical skills managers need depends on their position in their organizations

The manager of a restaurant, for example, may need cooking skills to fill in for an absent cook,
accounting and bookkeeping skills to keep track of receipts and costs and to administer the
payroll, and aesthetic skills to keep the restaurant looking attractive for customers.

MANAGEMENT INSIGHT

Skills Required for 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 managers.
Many cities, for example, have a government structure in which an elected city council
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 also
maintaining productive relationships with the elected officials who hired him or her.
Jim Schutz recalls that when he became city manager of San Rafael, California,
he faced a steep learning curve.’ On any given day, the issues he faced included
personnel matters, budget shortfalls, emergencies involving the police and fire depart-
ments, and publicly aired complaints from unhappy residents. He has faced those with
a vision of a service-oriented approach to providing government services and a grow-
ing appreciation of the community’s many strengths. Keeping his approach positive
has helped him succeed in the job.

As Schutz discovered, a key part of the city manager’s necessary skills involves
the ability to work with other people. The council members who hire and fire a city
manager are necessarily concerned with the political impact of actions taken by the
city government.*” Therefore, the manager needs to plan for residents’ and politicians’
reactions to any new policy or new spending. The manager also has to build support
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 one to carry
out personnel decisions, such as hiring and firing.

To bring these skills to the job, a city manager needs experience in working for a
local government. Many managers seek education beyond a bachelor’s degree, such as
a master’s in public administration.>> A group of public managers in Massachusetts
determined that city managers could bring more skills to the job if they had a training
program. They pooled their experience to create a boot camp for new managers and
administrators, which focuses on human skills such as working effectively with govern-
ment colleagues, taking a leadership role in the community, and developing a network
for career support.** City managers have found that sharing experiences at the boot
camp is a valuable way to build skills for their complex jobs.

As noted earlier, managers and employees who possess the same kinds of technical skills
ypically become members of a specific department and are known as, for example, market-
ng 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 expertise increase. Obviously this is easier to do when employ-
ees 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 jobs.

Figure 1.5 shows how an organization groups managers into departments on the basis of
heir job-specific skills. It also shows that inside each department, a managerial hierarchy of
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in departments. For example, middle and front-line managers may specialize in areas such as
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core competency The spe-
cific set of departmental skills,
knowledge, and experience
that allows one organization to
outperform another.

Figure 1.5
Types and Levels of Managers

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

marketing and sales, human resource management, accounting, engineering, or production
When the head of manufacturing finds that she has no time to supervise computer assembly,
she may recruit experienced manufacturing middle managers from other companies to assume
this responsibility.

Today the term core competency is often used to refer to the specific set of 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 first PC maker to develop a core compe-
tency in materials management that allowed it to produce PCs at a much lower cost than its
competitors—a major source of competitive advantage. Google is well known for its core com-
petency in research and development (R&D) that allows it to innovate new products and
services at a faster rate than its competitors. From Al to self-driving cars, Google has been
pioneering 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 biggest problems that people who start small busi-
nesses 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 venture 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.

Developing new and improved skills through education and training has become a priority
for both aspiring managers and the organizations they work for. Many people are enrolling
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restructuring Downsizing
an organization by eliminat-
ng the jobs of large numbers
of top, middle, and first-line
managers and nonmanagerial
employees.

outsourcing Contracting with
another company, usually
abroad, to have it perform an
activity the organization previ-
ously performed itself.

(Changes
agement
>ractices

in advanced management courses, and many companies—such as Walgreens, Enterprise, an
Goldman Sachs—have established their own colleges to train and develop their employees
and managers at all levels. Every year these companies put thousands of their employees
through management programs designed to identify the employees whom the company
believes have the competencies that can be developed to become its future top managers
Most organizations closely link promotion to a manager’s ability to acquire the competencies
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 pro-
motion; at Accenture and IBM, the ability to attract and retain clients is viewed as a skill its
consultants must possess. We discuss the various kinds of skills managers need to develop in
most of the chapters of this book.

The tasks and responsibilities of managers have been changing dramati-
cally in recent years. Two major factors that have led to these changes are
global competition and advances in technology. Stiff competition for
resources from organizations both at home and abroad has put increased
pressure on all managers to improve efficiency and effectiveness. Increas-
ingly, top managers are encouraging lower-level managers to look beyond
the goals of their own departments and take a cross-departmental view to
find new opportunities to improve organizational performance. Technology gives managers at
all levels and in all areas access to more and better information and improves their ability to
plan, organize, lead, and control. It also gives employees more job-related information and
allows them to become more skilled, specialized, and productive.37

Restructuring and Outsourcing

Utilizing technology to increase efficiency and effectiveness, CEOs and top management
teams have restructured organizations and outsourced specific organizational activities to
reduce the number of employees on the payroll and make more productive use of the remain-
ing workforce.

Restructuring involves simplifying, shrinking, or downsizing an organization’s operations to
lower operating costs, as Macy’s, 3M, and Xerox have been forced to do. The global pandemic
in 2020 forced most companies—large and small, and profit and nonprofit—to find ways to
reduce costs because their customers spent less money, so their revenues decreased. Restruc-
turing can be done by eliminating product teams, shrinking departments, and reducing levels in
the hierarchy, all of which result in the loss of large numbers of jobs of top, middle, or first-line
managers, as well as nonmanagerial employees. Technology’s ability to improve efficiency has
increased the amount of downsizing in recent years because technology makes it possible for
fewer employees to perform a given task. Technology also increases each person’s ability to
process information and make decisions more quickly and accurately, for example. In 2020,
global spending on technology was projected to top $3.9 trillion, including enterprise software,
devices, and communications services to improve efficiency and effectiveness.’® We discuss
the many effects of information technology on management in Chapter 18 and throughout the
book.

Restructuring, however, can produce some powerful negative outcomes. It can reduce the
morale of remaining employees, who worry about their own job security. And top managers of
many downsized organizations realize that they have downsized too far when their employees
complain they are overworked and when increasing numbers of customers complain about
poor service.>

Outsourcing involves contracting with another company, usually in a low-cost country
abroad, to have it perform a work activity the organization previously performed itself, such
as manufacturing, marketing, or customer service. Outsourcing increases efficiency because
it lowers operating costs, freeing up money and resources that can be used in more effective
ways—for example, to develop new products.
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Low-cost global competition dramatically increased out
sourcing in the early 2000s and that trend continues today
India, China, and Malaysia are rated as the top outsourcing
countries. Companies primarily sent jobs offshore to control
costs and gain access to unavailable resources while freeing up
internal ones. Thousands of high-paying technology jobs have
also moved abroad, to countries such as India, Ukraine, and
China, where programmers work for one-third the salary of
those in the United States.*°

Large for-profit organizations today typically employ 10-20%
fewer people than they did 10 years ago because of restructur-
ing, outsourcing, and advances in new technologies. Ford, IBM,
AT&T, and DuPont are among the thousands of organizations
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At Valve Corporation in Bellg
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encouraged to become the
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LO1-5 Discuss
some major changes
in management
practices today

that have occurred
as a result of
globalization and
the use of advanced
technologies.

empowerment The
expansion of employees’
knowledge, tasks, and
decision-making
esponsibilities.

self-managed work

teams Groups of employees
who assume responsibility for
organizing, controlling, and
supervising their own activities
and monitoring the quality of
the goods and services they
provide.

remote workers Employees
who work from their homes or
other outside workspaces on a
regular basis.
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tructure. Employees are
s of their own work.

that have streamlined their operations to increase efficiency and
effectiveness. The argument is that the managers and employ-
ees who have lost their jobs will find employment in new and
growing U.S. companies where their skills and experience will
be better utilized. For example, the millions of manufacturing
jobs that have been lost overseas will be replaced by higher-paying U.S. jobs in the service sec-
tor, which are made possible because of the growth in global trade. At the same time, many
companies continue to experience outsourcing problems in Asia, as well as increasing wages
in that part of the world.

Empowerment and Self-Managed Teams

The second principal way managers have sought to increase efficiency and effectiveness is
by empowering lower-level employees and moving to self-managed teams. Empowerment is a
management technique that involves giving employees more authority and responsibility over
how they perform their work activities. Many companies, from start-ups to well-established
organizations, have embraced empowerment as a key corporate strategy. One byproduct of
fostering an empowered workforce may include a flatter organizational structure. For exam-
ple, Valve Corporation, a billion-dollar company in Bellevue, Washington, does not believe in
managers. Started more than 20 years ago, Valve is a video game developer that has gained a
reputation for a dynamic organizational culture. At Valve, there is no hierarchy or top-down
control, and innovation permeates the company environment. There is no “reporting’
structure at Valve and employees pick their own projects, which typically are high profile and
complex. While this may seem daunting to some employees, others thrive in this environment
in which they are empowered to be the CEOs of their own work. In addition, bonuses, hirings,
and firings are all determined by peer review, not managers.*!
The use of technology increasingly empowers employees because it expands employees’ job
knowledge and broadens the scope of their job responsibilities. Frequently technology allows
one employee to perform a task that was previously performed by several employees. As a
result, the employee has more autonomy and responsibilities. Technology has also expanded
the use of self-managed work teams, groups of employees who assume collective responsibil
ity for organizing, supervising, and controlling their own work activities. Using technology
provides team members with real-time information about each member’s performance and
helps the team accomplish a task more quickly and effectively. In addition, self-managed teams
assume many tasks and responsibilities previously performed by first-line managers, so a com-
pany can better utilize its workforce.*> With self-managed teams, first-line managers act as
coaches or mentors whose job is not to tell employees what to do, but to provide advice and
guidance and help teams find new ways to perform their tasks more efficiently. Using the same
technology, middle managers can easily monitor what is happening in these teams and make
better decisions regarding resource allocation and the workforce.
A related trend is the use of remote workers by organizations. These are usually employees
of a company who work outside of the office several times a week, if not the entire work-
week. According to recent statistics, nearly 4 million U.S. workers work remotely (either from
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global organizations Organi-
zations that operate and com-
pete in more than one country.

LO1-6 Discuss the
principal challenges
managers face in
today’s increasingly
competitive global
environment.

competitive advantage The
ability of one organization to
outperform other organiza-
tions because it produces
desired goods or services
more efficiently and effectively
than they do.
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their homes or other outside workspaces) at least half the workweek. (This number increase
dramatically in 2020 because of COVID-19.) This trend can be beneficial to both companies
and employees because it can reduce office expenses for companies and commuting costs for
workers, as well as provide a better work-life balance for employees who may then decide to
stay and work for an organization that provides a much-envied benefit for its workers. In addi-
tion, cutting-edge technology, such as collaborative software and project management tools,
makes it easier for companies to communicate and collaborate with their remote workers.**

Because the world continues to change more rapidly than ever before,
managers and other employees throughout an organization must perform
at higher and higher levels. In the last 20 years, rivalry between organiza-
tions competing domestically (in the same country) and globally (in coun-
tries abroad) has increased dramatically. The rise of global organizations,
GlOb al organizations that operate and compete in more than one country, has

pressured many organizations to identify better ways to use their resources
)nm ent and improve their performance. The successes of the German pharmaceu-

tical conglomerate Bayer, Italian furniture manufacturer Natuzzi, Korean
electronics companies Samsung and LG, Brazilian plane maker Embraer, and Europe’s Airbus
Industries are putting pressure on companies in other countries to raise their level of perfor-
mance to compete successfully against these global organizations.

Even in the not-for-profit sector, global competition is spurring change. Schools, universi-
ties, police forces, and government agencies are reexamining their operations because 100k-
ing at how activities are performed in other countries often reveals 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 envis
ronment find themselves reacting rather than innovating, and their organizations often become
uncompetitive and fail. Five major challenges stand out for managers in today’s world: build-
ing a competitive advantage, maintaining ethical standards, managing a diverse workforce,
utilizing new information systems and technologies, and practicing global crisis management.

iges for
sement

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 advantage are superior efficiency, quality, innovation and flexibility, and respon-
siveness to customers, as Figure 1.6 shows.

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 training their workforces in the new skills and techniques
needed to operate heavily computerized assembly plants. Similarly, cross-training gives employ-
ees 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 Italian companies.

Managers must improve efficiency if their organizations are to compete successfully with
companies operating in Mexico, Malaysia, and other countries where employees are paid com-
paratively 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

oss of jobs to low-cost countries are to be prevented
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innovation The process of
creating new or improved
goods and services or devel-
oping better ways to produce
or provide them.

Building Blocks of Competitive Advantage

Innovation

Efficiency and
flexibility

Competitive
advantage

Responsiveness
to customers

Quality

The challenge from global organizations such as Korean electronics manufacturers,
Mexican agricultural producers, and European design and financial companies 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 9

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 changing 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, including change from technological, regulatory,
and economic sources.

Innovation, the process of creating new or improved goods and services that customers
want or developing better ways to produce or provide goods and services, poses a special
challenge. Managers must create an organizational setting in which people are encouraged to
be innovative. Typically, innovation takes place in small groups or teams; management decen-
tralizes control of work activities to team members and creates an organizational culture that
rewards risk taking. Innovation doesn’t happen by itself, companies have to devote resources
that enable innovation. These investments are a delicate balancing act. Consider Google
More than a decade ago, Google won praise for its 80/20 work allocation, where 20% of an
employee’s time was given to work on individual “pet projects.” Consumer hits such as Gmail
came from this program. But the company has eliminated the 80/20 program due to produc-
tivity concerns. Google had banked on the idea that slack time would enable individuals to
innovate, but economic realities and productivity needs meant a change in how it structured
employee work. Instead of a more autonomous approach to innovation, 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 training employ-
ees to be responsive to customers’ needs is vital for all organizations, but particularly for
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turnaround management
The creation of a new vision
for a struggling company
based on a new approach to
planning and organizing to
make better use of a com-
pany’s resources and allow it
to survive and prosper.

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 countries with low labor costs), managing behavior in service organiza-
tions 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 organizations’ fortunes fail; 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 company’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 closing corporate
and manufacturing operations to reduce costs. Organizations that appoint turnaround CEOs
are generally experiencing a crisis because they have become inefficient or ineffective; some-
times this is because of poor management over a continuing period, or sometimes it occurs
because a competitor introduces a new product or technology that makes their own products
unattractive to customers. For example, fast-casual food chain Chipotle was flying high until
food safety scares in 2015 and 2017 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 was replaced by
Brian Niccol, former CEO of Taco Bell. Under Niccol’s guidance, Chipotle has made a strong
comeback, with its stock trading at an all-time high, same-store sales accelerating quarter after
quarter, and consumers feeling confident the chain has overcome its food-safety issues.*’

Achieving a competitive advantage requires that managers use all their skills and expertise,
as well as their companies’ other resources, to find new and better ways to improve efficiency,
quality, innovation, and responsiveness to customers. We revisit this theme often as we
examine the ways managers plan strategies, organize 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 pres:
sure 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 hit on
their department’s supervisors.

Pressure to increase performance can be healthy for an organization because it leads man-
agers 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 outside 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 managers of companies that made
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 practices that harm their workers. They now employ hundreds of inspectors
who police the overseas factories that make the products they sell and who can terminate

contracts with suppliers when they behave in an unethical or illegal way.
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ETHICS IN ACTION

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
ontracts—even though this is against the law. For example, cosmetics manufacturer Avon paid
135 million to settle a U.S. bribery probe into its development of new markets. Other compa-
ies like Siemens, Teva Pharmaceutical, and Brazil-based Odebrecht SA have paid billions in
enalties to resolve international bribery charges.*
The temptation to gain from practices such as these can get companies into legal trouble
armful and illegal actions also can hurt a company’s reputation with its suppliers and cus-
omers, as well as with the communities in which it operates. Furthermore, people of good
haracter do not want to manage or work for such organizations. For all of these reasons,
rganizations need managers who will uphold ethical standards, as will be described in
hapter 3. One way they do so is by promoting ethics at all levels of the organization
he “Ethics in Action” feature describes ways that organizations are trying to promote ethics.

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 ethics. Accord-
ing 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 every-
one else is doing. For example, 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 situation in a way that

N

™~ 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 nudging with regard to fuel conser-
vation. The airline told pilots it was studying fuel use,
and with that, pilots reduced fuel consumption—cutting
20,000 tons of carbon dioxide 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 eas-
ier, 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, tax-
payers tended to comply with the law when they received
a statement that most taxpayers comply (evidence of a
social norm). Changing the language the organization
uses about ethical issues can signal that ethical behavior
is the standard. A consulting firm previously called its

Some companies are now givin
rect their behavior in a more eth

/" ethics hotline the “whistleblowing facility,” a term that

J erlnp'oyees a “nudge” to redi- could suggest disloyalty as much as anything admirable.
ICal manner.

+41

iQoncept/Shutterstock

The firm renamed-it the Speak Up Line, and employees
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became much more willing to raise concerns about potentially unethical behavior by
their colleagues.’!

Nudges show promise as a tool for ethical behavior, but employers must be careful
to nudge ethically. In particular, employees should know they are being nudged, and
they should have some degree of freedom to make their own choices within the job
requirernents.5 2

The issue of social responsibility, discussed in Chapter 4, centers on deciding what obliga
ions a company has toward the people and groups affected by its activities—such as employees
ustomers, or the cities in which it operates. Some companies have strong views about socia
responsibility; their managers believe they should protect the interests of others. Socially respon:
sible companies put this view into action when they set goals for reducing wasted resources and
pollution, treating workers with dignity and respect, and promoting community development.

anaging a Diverse Workforce

A major challenge for managers everywhere is to recognize the ethical need and legal require
ment to treat human resources fairly and equitably. Today the age, gender, race, ethnicity
religion, sexual preference, and socioeconomic composition of the workforce presents ne
hallenges for managers. To create a highly trained and motivated workforce, as well as to
avoid lawsuits, managers must establish human resource management (HRM) procedure
and practices that are legal and fair and do not discriminate against any organizational mem
bers.>> Today most organizations understand that to motivate effectively and take advantage
of the talents of a diverse workforce, they must make promotion opportunities available to
every employee. Managers must recognize the performance-enhancing possibilities of a diverse
orkforce, such as the ability to take advantage of the skills and experiences of different kinds
of people from different generations.54

Accenture provides a good example of a company that has utilized the potential of it
diverse employees. Accenture is a global management consulting company that serves the
needs of thousands of client companies in over 120 countries around the world. A major driv-
ng force behind Accenture’s core organizational vision is to manage and promote diversity i
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 management initiative is to take advantage of that diversity to encourage collaboratio
between consultants to improve the service Accenture provides each of its clients. Because
Accenture’s clients are also diverse by country, religion, ethnicity, and so forth, it tries to
match its teams of consultants to the attributes of its diverse clients.

Accenture provides hundreds of diversity management train
ing programs to its consultants each year. Several years ago
Accenture became the first large consulting firm to publish it
race and gender statistics in an effort to increase transparenc
when it comes to diversity and inclusion among its employees
More than 42% of its workforce is composed of women, and
a little more than half of its employees are white and a third
Asian. Julie Sweet, CEO of Accenture North America, believe
the company needs to make progress in hiring more Africa
Americans, Latinos, and military veterans. Accenture also
works to accommodate individuals with disabilities, as well a
promoting an inclusionary environment for lesbian, gay, bisex:
ual, and transgender employees.>® The firm also provides diver

Global management consulting
hundreds of diversity programs
year in an effort to promote indi
performance.

GaudilLab/Shutterstock

sity training programs to its suppliers and prospective supplier:
around the world to show them how diversity can increase thei
efficiency and effectiveness. In all these ways, Accenture use
its expertise in managing diversity to promote individual and
organizational performance—one reason it has become the most

firm Accenture provides
to its employees each
idual and organizational
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successful and fast-growing consultancy company in the world. Accenture recently earned the
top spot for the second consecutive year on the Refinitiv's Diversity & Inclusion Index, which
identifies the 100 publicly traded companies with the most diverse and inclusive workplaces.56

Managers who value their diverse employees not only invest in developing these employ-
ees’ 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, protecting, and retaining employees is one of the most important challenges
managers face in a competitive global environment. To underscore the importance of diversity
in today’s workplace, Forbes initiated an annual list of America’s best employers for diver-
sity, based on a survey of 60,000 of U.S. employees working for firms or institutions with
1,000 or more employees. The top five employers on the 2020 list were SAP North America,
Henry Ford Health System in Detroit, Procter & Gamble, Ohio State University Wexner
Medical Center, and Visa.”” We discuss the many issues surrounding the management of a
diverse workforce in Chapter 5.

Utilizing New Technologies

As we have discussed, another important challenge for managers is to continually utilize effi-
cient and effective technologies that can link and enable managers and employees to better
perform their jobs, regardless of their role in the organization. One example of pushing the
technology envelope is UPS’s ORION (On-Road Integrated Optimization and Navigation) tool
On average, a UPS driver makes at least 100 deliveries a day, and figuring out the quickest way
to navigate all of those stops is a problem with financial indications for the global shipping giant
UPS estimates that a driver with 25 packages could choose from 735 trillion different routes!>®

ORION blends GPS navigation and learning to help UPS drivers optimize their routes
every day. Of course, UPS drivers must also balance promised delivery times, traffic, weather,
and other factors into their decisions, meaning ORION is a critical technological competency
helping UPS work effectively and efficiently. According to the company, now that ORION has
been fully implemented, the system helps reduce miles driven annually by 100 million—that’s
a reduction of 10 million gallons of fuel and 100,000 metric tons of carbon dioxide emissions
In addition, reducing just one mile per driver per day can save UPS more than $50 million.>’
In addition to ORION, UPS has developed a chatbot powered by artificial intelligence that
mimics human conversation and can respond to customer queries through text or voice com-
mands via mobile devices and EDGE technology used for internal operations that is driven by
real-time data, which helps employees make decisions, reduce costs, and optimize operations.’

Increasingly, new kinds of technology—such as Al, the Internet of Things, 5G, robotics,
biometrics, and virtual/augmented reality—enable not just individual employees, but also self-
managed teams by giving them important, real-time information and encouraging virtual inter-
actions around the world.®! Increased global collaboration and coordination also help improve
quality and increase the pace of innovation. The importance of technology is discussed in
detail in Chapter 18, and throughout the text you will find examples of how technology is
changing the way companies operate and employees do their work.

Practicing Global Crisis Management

Today another challenge facing managers and organizations is global crisis management. The
causes of global crises or disasters fall into two main categories: natural causes and human
causes. Crises that arise because of natural causes include the hurricanes, wildfires, earth-
quakes, famines, and diseases that have devastated so many countries over the past few years

Meanwhile, human-created crises result from factors such as industrial pollution, inatten-
tion to employee safety, the destruction of natural habitat or environment, and geopolitical
tension and terrorism, including war. Human-created crises, such as global warming due to
emissions of carbon dioxide and other gases, may intensify the effects of natural disasters
For example, increasing global temperatures and acid rain may have increased the intensity
of hurricanes, led to unusually strong rains, and contributed to lengthy droughts. Scientists

believe that slobal ble for {l id d £ coral reefs. f

jon3515X_ch01_002-029.indd 23

@ 09/07/20 11:33 AM




@ Rev. ConRiethsdhg Pdgids

24 Chapter One

Summ

LO1-1

LO1-2

LO1-3, 1-4

LO1-5

LO1-6

animal species, and the natural habitat in many parts of the world. The shrinking polar ice
caps are expected to raise the sea level by a few critical inches.

Increasing geopolitical tensions, which reflect increased globalization, have upset the
balance of world power as nations have jockeyed to protect their economic and political inter-
ests. For example, global cyberattacks, tensions between the United States and North Korea,
military conflicts in Syria and Iran, Russia’s meddling in recent U.S. elections—all could play a
part in global instability and result in the need for managers who can interpret and respond to
often unpredictable situations in a global marketplace.®>

Management has an important role to play in helping people, organizations, and countries
respond to global crises; such crises provide lessons in how to plan, organize, lead, and control
the resources needed to both forestall and respond effectively to a crisis. Crisis management
involves making important choices about how to (1) create teams to facilitate rapid decision
making and communication, (2) establish the organizational chain of command and reporting
relationships necessary to mobilize a fast response, (3) recruit and select the right people to
lead and work in such teams, and (4) develop bargaining and negotiating strategies to manage
the conflicts that arise whenever people and groups have different interests and objectives
How well managers make such decisions determines how quickly an effective response to a cri-
sis can be implemented, and it sometimes can prevent or reduce the severity of the crisis itself.

p WHAT IS MANAGEMENT? A manager is a person responsible for
Clr y an supervising the use of an organization’s resources to meet its goals

o An organization is a collection of people who work together and coordi-
RGVIGW nate 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, leading, 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.

ESSENTIAL MANAGERIAL TASKS The four principal managerial tasks are planning,
organizing, leading, and controlling. Managers at all levels of the organization and in all depart-
ments perform these tasks. Effective management means managing these activities successfully.

LEVELS AND SKILLS OF MANAGERS Organizations typically have three levels of man-
agement. First-line managers are responsible for the day-to-day supervision of nonmanage-
rial employees. Middle managers are responsible for developing 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 orga-
nization and verify that department managers are using resources to achieve those goals.

RECENT CHANGES IN MANAGEMENT PRACTICES To increase efficiency and
effectiveness, many organizations have altered how they operate. Managers have restruc-
tured and downsized operations and outsourced activities to reduce costs. Companies are
also empowering their workforces and using self-managed teams to increase efficiency and
effectiveness. Managers are increasingly using technology and other advances to achieve
these objectives.

CHALLENGES FOR MANAGEMENT IN A GLOBAL ENVIRONMENT Today’s competir
tive global environment presents many interesting challenges to managers. One of the main
challenges is building a competitive advantage by increasing efficiency; quality; speed, flexibil-
ity, and innovation; and responsiveness to customers. Other challenges include behaving in an
ethical and socially responsible way toward people inside and outside the organization, manag-
ing a diverse workforce, utilizing new technologies, and practicing global crisis management.
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effectiveness, and identify real organizations that you
think are, or are not, efficient and effective. [LO1-1]

In what ways can managers at each of the three levels
of management contribute to organizational efficiency
and effectiveness? [LO1-3]

Identify an organization that you believe is
high-performing and one that you believe is
low-performing. Give five reasons you think the
performance levels of the two organizations differ
so much. [LO1-2, 1-4]

What are the building blocks of competitive advantage?
Why is obtaining a competitive advantage important to
managers? [LO1-5]

In what ways do you think managers’ jobs have
changed the most over the last 10 years? Why have
these changes occurred? [LO1-6]

Building Management S

Thinking about Managers and Managem

Think of an organization that has provided you with work
experience and the manager to whom you report (or talk
to someone who has had extensive work experience);
then answer these questions:

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

How do you characterize your supervisor’s approach
to management? For example, which particular
management tasks and roles does this person perform
most often? What kinds of management skills does this
manager have?

Are the tasks, roles, and skills of your supervisor
appropriate for the particular job he or she performs?
How could this manager improve his or her task
performance? How can IT affect this?

How does your supervisor’s approach to management
affect your attitudes and behavior? For example,

Q O Illl\
Management in Action (|2,
Topics for Discussion and Action
Discussion Action
1. Describe the difference between efficiency and 6. Choose an organization such as a school or a bank;

Ki

ent

visit it; then list the different organizational resources
it uses. How do managers use these resources to
maintain and improve its performance? [LO1-2, 1-4]

Visit an organization, and talk to first-line, middle, and
top managers about their respective management

roles in the organization and what they do to help the
organization be efficient and effective. [LO1-3, 1-4]

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 in performing each task? [LO1-3]

Like Mintzberg, try to find a cooperative manager who
will allow you to follow him or her around for a day. List
the roles the manager plays, and indicate how much
time he or she spends performing them. [LO1-3, 1-4]

s .{?@

[LO1-2, 1-3, 1-4]

how well do you perform as an employee, and how
motivated are you?

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?

25
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hink about an example of unethical behavior that you
observed recently. The incident could be something you
experienced as an employee or a customer or something
you observed informally.

Questions

1. Either by yourself or in a group, give three reasons you
think the behavior was unethical. For example, what

Small Group Breakout E

Opening a New Restaurant [LO1-2, 1-3, 1-4]

You 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
investing $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.

1. 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.

Be the Manager o121

Rapid Growth Causes Problems

ou have just been called in to help managers at
Achieva, a fast-growing Internet software company that
specializes in business-to-business (B2B) network software.
Your job is to help Achieva solve some management prob-
lems 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
software programmers have been added to help develop a
new range of software products. Achieva’s growth has been
so swift that the company still operates informally, its organi
zational structure is loose and flexible, and programmers 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.

Managing Ethlca”y [LO1-1,1-3]

xercise

Form groups of three or four people, and appoint one group member as the spokesperson who will communicate your
findings to the entire class when called on by the instructor. Th

i

rules or norms were broken? Who benefited or was
harmed by what took place? What was the outcome for
the people involved?

2. What steps might you take to prevent such unethical
behavior and encourage people to behave in an ethical
way?

)
Mm_m

en discuss the following scenario:

2. 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?

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.

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

There have been increasing complaints from employ-
ees that good performance is not being recognized in the
organization and that they do not feel they are being treated
fairly. Moreover, there have been complaints about getting
managers to listen to their new ideas and to act on them
A bad atmosphere is developing in the company, and
recently several talented employees left. Your job is to help
Achieva’s managers solve these problems quickly and keep
the company on the fast track.

Questions

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

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

26
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Case in the News [LO 1-1, 1-2, 1-6]

GE Drives Away from Transportation

hen John Flannery took over

as CEO of General Electric,
he brought a vision of a company
that would be simpler and leaner.
For years, GE had wowed managers
around the globe as a high-performing
conglomerate engaged in everything
from electricity-generating equipment
to entertainment (NBC Universal) to
financial services to its iconic lighting
division. But as the economy changed,
GE was unable to sustain solid prof-
its in some of these areas. Flannery
determined that GE would focus on its
three most profitable lines of business:
aviation (making jet engines), power
generation, and health care (especially
imaging equipment).

Flannery’s first big moves included
spinning off GE’s railroad business,
one of North America’s leading mak-
ers of locomotives for freight trains.
The business unit, GE Transportation,
had been owned by GE since 1907
and had become less profitable in
recent years. Flannery negotiated
a deal with the Wabtec Corporation
(formerly Westinghouse Air Brake
Technologies), which produces
equipment for freight railways and
mass-transit operations. The deal
combines the two companies into
one, owned roughly 50 percent 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 transporta-
tion business. Based on the merging
companies’ sizes at the time the deal
was announced, it has more than
$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.
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While Flannery (and his succes-
sor, Larry Culp) have been asking
themselves which |usinesses GE
should be engaged in, the manag-
ers 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 cen-
tury ago; it also designed and built
the community |in which its workers
would live. Generations of Lawrence
Park residents took jobs in the fac-
tory 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 community
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 North-
east and Midwest, | GE Transporta-
tion opened a facility in the southern
United States. The company chose
Fort Worth, Texas, and built its largest
plant there. Employment at the Law-
rence Park facility has dwindled from
about 5,000 in 2013 (the year the
Fort Worth facility opened) to fewer
than 3,000 today. [That does not
mean the factory cut production by
the same amount, however. Many of
the remaining jobs at Lawrence Pare
are high-tech positions in advanced
manufacturing, 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 locomo-
tives. A 25-year-old locomotive is
considered “middle laged”—far from
ready for the scrap heap if it can be

Rev. ConRiethsdhg Pdgids

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 moreg
efficient. Installing high-tech sensors
and software can increase the loco-
motive’s efficiency and power. A train
that once required three locomotives
might run with two—a considerable
savings for the railroad, especially
considering 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 supplies
to customers’ own depots. Recently,
Wabtec acquired RELCO Locomotives,
a well-known player in the locomo-
tive overhaul and refurbishing indus-
try, which expands Wabtec’s capacity
to support company expansion and
growth.

Some observers expect that the
move of production from Pennsylvania
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 man-
agement team reporting to Wabtec
CEO Rafael Santana.

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?
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3. Inyour opinion, what Sources: “Wabtec Expands Services Capabilities www.goerie.com, February 19, 2019; S. Lohr,
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release),” www.wabteccorp.com, January 8, Times, www.nytimes.com, May 21, 2018; M. Egan,
Wabtec have toward their 2020; A. Corselli, “Wabtec Generates $124MM “GE’s Latest Sale: Its 111-Year-Old Rail Business,”
employees and the communities in 3Q19,” Railway Age, www.railwayage.com, CNNMoney, https://money.cnn.com, May 21,
in which they operate? October 31, 201 9 J. Martin, “GE Transportation- 291 8; T.. Kellner, “Forever YotlJng: This Texas Plant
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