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Imost everyone has worked for a good supervi-

sor, played for a good coach, or taken a class

with a good professor. What made these manag-
ers so effective? Was it because they always had a plan and set
goals to guide their people toward accomplishing what needed
to get done? Maybe it had something to do with being organized
and always prepared. Or maybe these managers were effective
because of the way they motivated, inspired, and led their employ-
ees, players, or students. Of course, they were probably good at
keeping things under control and making changes when needed.

Effective managers in companies from China, India, Germany,
and Mexico do all of these things—plan, organize, lead, and
control—to help employees reach their potential so organizations
can succeed and thrive in the highly competitive and changing
global marketplace.

Starbucks is an example of a successful global company. In 1971
itbegan as a single store that sold coffee, tea, and spices in Seattle’s
Pike Place Market. Since that time, the company has experienced
dramatic growth in every sense of the word. In 2013 Starbucks
reported $14.9 billion in revenue from its 1,700 stores 63 countries.!
However, the company’'s 43-year journey has not always been
smooth and predictable. No one knows this better than Howard
Schultz, the current CEO of Starbucks. Having joined the company
in 1982, Schultz worked his way up the ranks to become chief exec-

utive officer. In 2000 he stepped down from the post to oversee

Starbucks CEQ Howard Schultz and staff pose to photographers during the
Starbucks Mexico 10th anniversary and opening of the new Starbucks store
Bosque De Chapultepec at Av. Paseo De La Reforma in Mexico City, Mexico.

-------
-------

the company's international expansion. In 2008 Schultz decided to
return to his previous role as chief executive officer because he felt
that several changes and improvements were needed to get the
company to the next level.? For example, Schultz's mobile and dig-
ital strategy to encourage more customers to pay for their mochas
with a Starbucks” mobile app card is paying off. In 2013, customers
used the app approximately 5 million times per week, making it the
most popular digital payment app in the United States.? Some esti-
mates suggest that the company generated $1 billion in revenue in
2013 from smartphone transactions at its stores.*

As the top manager of Starbucks, Schultz does a lot of plan-
ning regarding how fast the company should grow in the future:
“I've learned that growth and success can cover up a lot of mis-
takes. So now, we seek disciplined, profitable growth for the right
reasons.” In terms of organizing the human resources and talent
needed to support that growth, Schultz comments, “Our biggest
growth constraint is attracting world-class people who have val-
ues that are aligned with our culture.” Leading comes naturally to
Schultz, as reflected by his approach to motivating employees: “It's
vital to give people hope, to provide aspirations and a vision for the
future.” And like any good manager, he is also concerned about
controlling key parts of the business: “Having gained full operating
control, we now have the flexibility and the freedom to control our
own destiny . .." (Schultz is explaining why Starbucks settled with

Kraft for $2.7 billion so it could push its own single-serve offerings).®

In business, there is no replacement for effective management.
A company may fly high for a while, but it cannot maintain
that success for long without good management. The goal of
this book is to help you learn what it takes to become an effec-
tive and successful manager. It is organized into five major
sections: introduction, planning, organizing, leading, and con-
trolling. Also, several themes that can help managers differ-
entiate themselves in today’s workplace will be emphasized
throughout the book: globalization; green and sustainability
initiatives; entrepreneurship; e-management, social media,
and mobile computing; changing demographics and diversity
management; and study tips and career suggestions for your
personal development.
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Describe the four functions of management

1| THE FOUR
FUNCTIONS OF
MANAGEMENT

Management is the process of working with people and
resources to accomplish organizational goals. Good managers
do those things both effectively and efficiently:

* To be effective is to achieve organizational goals.

e To be efficient is to achieve goals with minimal waste of
resources—that is, to make the best possible use of money, time,
materials, and people.

Unfortunately far too many managers fail on both criteria, or
focus on one at the expense of another. The best managers
maintain a clear focus on both effectiveness and efficiency.

Although business is changing rapidly, there are still plenty
of timeless principles that make managers great and companies
thrive. While fresh thinking and new approaches are required
now more than ever, much of what we already know about suc-
cessful management practices (Chapter 2 discusses historical
but still-pertinent contributions) remains relevant, useful, and
adaptable to the current highly competitive global marketplace.

Great managers and executives like Howard Schultz of
Starbucks not only adapt to changing conditions but also apply—
passionately, rigorously, consistently, and with discipline—the
fundamental management principles of planning, organizing,
leading, and controlling. These four core functions remain as
relevant as ever, and they still provide the fundamentals that
are needed to manage effectively in all types of organizations,
including private, public, nonprofit, and entrepreneurial (from
microbusinesses to global firms).

Study more efficiently

You're busy with work, school, family, and a social life and
probably dont have four or five hours to spend studying
in one sitting. Try chunking your study time into separate
30- to 45-minute minisessions. This will help you focus better
while reading and outlining a chapter, reviewing vocabu-
lary, studying action review cards, or preparing for a quiz or
exam. This will work only if you turn off your e-devices; so no
texting, updating Facebook, surfing the web, playing online
games, or chatting.

Fuel Efficiency

Mary Barra, CEO of GM, speaks at the opening ceremony of the GM China
Advanced Technical Center-Phase 1 in Shanghai, China.

As any exceptional manager, coach, or professor would say,
excellence always starts with the fundamentals.

1.1 | Planning Helps You
Deliver Value

Planning is specifying the goals to be achieved and deciding in
advance the appropriate actions needed to achieve those goals.
As Exhibit 1.1 illustrates, planning activities include analyz-
ing current situations, anticipating the future, determining
objectives, deciding on what types of activities the company
will engage, choosing corporate and business strategies, and
determining the resources needed to achieve the organization’s
goals. Plans set the stage for action.

For example, Mary Barra, the first woman to become CEO at
General Motors, has several plans to make her firm the “the most
valuable automotive company” in the world.® An engineer with
33 years of experience at GM, Barra’s goals include strengthening
the Cadillac and Chevrolet global brands, expanding the compa-
ny’s position in China, and empowering teams to be innovative.
Her definition of innovative is “providing value to the customer.””’
A good example of delivering value to customers who want a
more environmentally friendly luxury vehicle would be the launch
of the 2014 Cadillac ELR, an electric battery—gaspowered hybrid

Exhibit 1.1 Examples of planning activities

ﬁ:?rlgte N Anticipate the Determine
o future. objectives.
situation.
I
v
Decide in Choose a Determine
what actions —> business —>  resources to
to engage. strategy. achieve goals.
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that can be driven up to 345 miles between charges.® A final part
of Barra’s plan at GM is to reduce complexity at all levels of the
organization. Her reputation for simplicity is well-established;
while in a former role as HR director, Barra simplified GM’s
10-page dress code to two words: “Dress appropriately.”

In today’s highly competitive business environment, the
planning function can also be described as delivering stra-
tegic value. Value is a complex concept.'® Fundamentally, it
describes the monetary amount associated with how well a
job, task, good, or service meets users’ needs. Those users
might be business owners, customers, employees, govern-
ments, and even nations. When Steve Jobs, founder and CEO
of Apple, died on October 5, 2011, many people around the
world experienced a sense of loss both for him as a person
and for the value that his transformational Apple products
provided. The better you meet users’ needs (in terms of
quality, speed, efficiency, and so on), the more value you
deliver. That value is “strategic”” when it contributes to meet-
ing the organization’s goals. On a personal level, you should

1.2 | Organizing
Resources
Achieves
Goals

Organizing is assembling and
coordinating the human, finan-
cial, physical, informational,
and other resources needed to
achieve goals. Organizing activ-
ities include attracting people
to the organization, specifying
job responsibilities, grouping
jobs into work units, marshaling
and allocating resources, and
creating conditions so that peo-
ple and things work together to
achieve maximum success.

management the
process of working with
people and resources to
accomplish organizational
goals

planning the management
function of systematically
making decisions about

the goals and activities

that an individual, a group,

a work unit, or the overall
organization will pursue

organizing the
management function
of assembling and
coordinating human,
financial, physical,
informational, and other
resources needed to
achieve goals

"Innovation distinguishes between a leader

ond a follower.”

—Steve Jobs

periodically ask yourself and your boss, “How can I add
value?” Answering that question will enhance your contribu-
tions, job performance, and career.

Traditionally, planning was a top-down approach in which
top executives established business plans and told others to
implement them. For the best companies, delivering strate-
gic value is a continual process in which people throughout
the organization use their knowledge and that of their exter-
nal customers, suppliers, and other stakeholders to identify
opportunities to create, seize, strengthen, and sustain compet-
itive advantage. (Chapter 3 discusses the external competitive
environment of business and how managers can influence it.)
This dynamic process swirls around the objective of creating
more and more value for the customer. For example, Amazon
is trying to create more value for its customers by offering a
cutting-edge tablet computer that is designed to be faster and
less expensive than those offered by the competition.

Effectively creating value requires fully considering a new and
changing set of factors, including the government, the natural
environment, global forces, and the dynamic economy in which
ideas are king and entrepreneurs are both formidable competi-
tors and potential collaborators. You will learn about these and
related topics in Chapter 4 (ethics and corporate responsibil-
ity), Chapter 5 (strategic planning and decision making), and
Chapter 6 (entrepreneurship).

hiillill'lii ilili/onlllm'
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YOUNG MANAGERS

Speak Ouf!

“It's all about balance in this business. You really have to pay
attention to what is going on . . . what you do well. What you
can do better. At the same time, you do have to pay attention
to what is going on outside and how you can keep up.”

—Michael Kettner, Bar Manager
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Thinking

Planning is a top-down approach where top executives
establish business plans and tell others to implement them.

The organizing function’s goal is to build a dynamic orga-
nization. Traditionally, organizing involved creating an orga-
nization chart by identifying business functions, establishing
reporting relationships, and having a personnel department
that administered plans, programs, and paperwork. Now and
in the future, effective managers will be using new forms of
organizing and viewing their people as their most valuable
resources. They will build organizations that are flexible and
adaptive, particularly in response to competitive threats and
customer needs.

Tony Hsieh, CEO of Zappos, has built a dynamic and suc-
cessful online shoe and retail business by changing the rules of
how to organize and treat its diverse employees and customers.
After he founded the business in 2000, Hsieh’s entrepreneur-
ial approach was rewarded when Amazon purchased Zappos in
2009 for $1.2 billion."!

A major goal of Zappos is to treat its employees and cus-
tomers with integrity, honesty, and commitment.'> Hsich
encourages employees to develop themselves by checking
out books stored at the company, post questions to the “Ask
Anything” newsletter, make suggestions to improve how
things get done, and contribute to making Zappos a positive
and fun place to work. Employees have been known to vol-
unteer to shave their heads (in a mullet style or in the shape
of a “No. 17), act in zany ways during job interviews, wear
fun wigs, and blow horns and ring cowbells to entertain tour
groups who visit the company.'?

Employees aren’t the only stakeholders who benefit
from Hsieh’s flexible and adaptive approach to organizing.
Customers who call the online retailer often feel spoiled by
the treatment they receive. Surprisingly, customer service
employees at Zappos aren’t told how long they can spend on
the phone with customers. In a time when many call-in cus-
tomer service operations are tightly controlled or outsourced,
Hsieh encourages his employees to give customers a “wow”
experience such as staying on the phone with a customer for
as long as it takes to connect with them and make them happy
(the longest recorded phone call lasted six hours), giving cus-
tomers free shipping both ways, sending flowers and surprise
coupons, writing thank-you notes, or even helping a customer
find a pizza place that delivers all night.'*

Progressive employee and customer-oriented practices such
as those at Zappos help organizations organize and effectively
deploy the highly dedicated, diverse, and talented human
resources needed to achieve success. You will learn more about

The Best Managers

Deliver strategic value that draws on the collective knowledge
and ideas of a wide variety of people both inside and outside
the organization.

these topics in Chapter 7 (organizing for action), Chapter 8
(human resources management), and Chapter 9 (managing
diversity and inclusion).

1.3 | Leading Mobilizes Your People

Leading is stimulating people to be high performers. It
includes motivating and communicating with employees, indi-
vidually and in groups. Leaders maintain close day-to-day con-
tact with people, guiding and inspiring them toward achieving
team and organizational goals. Leading takes place in teams,
departments, and divisions, as well as at the tops of large
organizations.

In earlier textbooks, the leading function described how
managers motivate workers to come to work and execute top
management’s plans by doing their jobs. Today and in the
future, managers must be good at mobilizing and inspiring
people to engage fully in their work and contribute their ideas—
to use their knowledge and experience in ways never needed or
dreamed of in the past.

Ursula M. Burns, chair and CEO of Xerox since 2009,
inspired her employees to change their thinking about the future
direction of the $21.4 billion company and mobilized them to

@ Online retail giant Zappos' zanny culture and work environment make it a
great place to work.
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apply their talents and energies in new ways.'> The company’s
acquisition of Affiliated Computer Systems for $6.4 billion
means that Burns is asking employees to help transform the
copier manufacturer into a “formidable” services company that
offers business and IT outsourcing.'® Additional acquisitions
and an investment of $185 billion has helped Xerox gain a
larger share of the expanding business process outsourcing
market than First Data, Accenture, IBM, and Paychex.17
If Burns can continue to motivate Xerox employees to
embrace the new direction of the firm, this new service
side of the business may grow to as much as two-thirds of
Xerox’s revenues by 2015.'8

Like Ursula Burns, today’s managers must rely on a
very different kind of leadership (Chapter 10)
that empowers and motivates people
(Chapter 11). Far more than in the past, great
work must be done via great teamwork
(Chapter 12), both within work groups
and across group boundaries. Underlying
these processes will be effective inter-
personal and organizational communi-
cation (Chapter 13).

1.4 | Controlling
Means Learning
and Changing

Planning, organizing, and
leading do not guarantee suc-
cess. The fourth function,
controlling, is about monitor-

necessary changes in a timely

manner. By controlling, managers make sure the organization’s
resources are being used as planned and the organization is
meeting its goals for quality and safety.

Control must include monitoring. If you have any doubts
that this function is important, consider some control break-
downs that caused catastrophic problems for workers, the
environment, and local economies. Consider the explosion of
Transocean Ltd.’s Deepwater Horizon oil rig in the Gulf of
Mexico on April 20, 2010, which killed 11 workers. Some argue
that this worst offshore oil spill in U.S. history could have been
prevented if tighter controls were in place. One recent report
suggested that the rig’s crew failed to react to multiple warning
signs: “. . . the crew deviated from standard well-control and
well-abandonment protocols by testing for pressure during the
removal of the drilling mud, instead of prior to it, an operation
that resulted in the drilling pipe being present in the blowout
preventer at the time of the blowout, keeping it from closing
properly to contain the outburst.”'® This was not the only oil
well to go out of control in the Gulf of Mexico. According
to an interview with William Reilly, former head of the U.S.
Environmental Protection Agency, there have been “79 losses
of well control” during the 2000-2009 period.”’ He suggests

Ursula Burns, Chairman and CEO of Xerox, smiles as she attends an
ing performance and making interview at The Times Center in New York.

leading the anagement
function that involves

the manager’s efforts to
stimulate high performance
by employees

that greater controls need to
be put in place by both the
U.S. government and the oil
companies.?!
When managers imple-
ment their plans,
they often find
that things are
not working out
as planned.
The controlling function makes sure that goals
are met. It asks and answers the question,
“Are our actual outcomes consistent with
our goals?” It then makes adjust-
ments as needed. Elon Musk,
chief executive officer of the
premium electric car firm Tesla
Motors, has applied this func-
tion to make needed changes
at that firm. Like many start-
ups, Tesla has hit a few pot-
holes along the way. Conflicts
with the firm’s founder and
technical problems during
development pushed back the
launch of the company’s first
car by more than a year, caus-
ing cash flow problems. Musk
was forced to close one office
and lay off nearly 25 percent
of the company’s workforce. But
Musk also raised $55 million
of capital from investors, and
since production started in 2008, there are more than 25,000
Model S cars on the road in the United States and Europe.??
Successful organizations, large and small, pay close atten-
tion to the controlling function. But today and for the future,
the key managerial challenges are far more dynamic than in
the past; they involve continually learning and changing.
Controls must still be in place, as described in Chapter 14. But
new technologies and other innovations (Chapter 15) make it
possible to achieve controls in more effective ways, to help all
people throughout a company and across company boundaries
change in ways that forge a successful future.
Exhibit 1.2 provides brief definitions of the four functions of
management and the respective chapters in which these func-
tions are covered in greater detail.

controlling the
management function of
monitoring performance
and making needed
changes

1.5 | Managing Requires All Four
Functions

As a manager in the ever-changing global economy, your typical
day will not be neatly divided into the four functions. You will
be doing many things more or less simultaneously.® Your days
will be busy and fragmented, with interruptions, meetings, and
firefighting. If you work with heavy digital users who constantly
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o ATesla Model S electric car sits on display in the Tesla Motors, Inc., auto
plant, formerly operated by New United Motor Manufacturing, Inc. (NUMMI),
in Fremont, CA.

send texts and e-mails, then your workdays will require even
more stop-and-go moments.>* There will be plenty of activities
that you wish you could be doing but can’t seem to get to. These
activities will include all four management functions.

Some managers are particularly interested in, devoted to,
or skilled in one or two of the four functions. Try to devote
enough time and energy to developing your abilities with all
Sfour functions. You can be a skilled planner and controller, but
if you organize your people improperly or fail to inspire them
to perform at high levels, you will not be realizing your poten-
tial as a manager. Likewise, it does no good to be the kind
of manager who loves to organize and lead but doesn’t really
understand where to go or how to determine whether you are
on the right track. Good managers don’t neglect any of the four
management functions. You should periodically ask yourself
whether you are devoting adequate attention to all of them.

Exhibit 1.2 The four functions of management

Function Brief Definition See Chapters
Planning Systematically making decisions 4,5,and 6
about which goals and activities to
pursue.
Organizing  Assembling and coordinating 7,8,and9
resources needed to achieve goals.
Leading Stimulating high performance 10, 11,12,
by employees. and 13
Controlling  Monitoring performance and 14 and 15

making needed changes.

The four management functions apply to your career and
other areas of your life, as well. You must find ways to create
value; organize for your own personal effectiveness; mobilize
your own talents and skills as well as those of others; mon-
itor your performance; and constantly learn, develop, and
change for the future. As you proceed through this book and
this course, we encourage you to engage in the material and
apply the ideas to your other courses (e.g., improve your team-
work skills), your part-time and full-time jobs (e.g., learn how
to motivate coworkers and “wow” your customers), and use
the ideas for your own personal development by becoming an
effective manager.

Understand what managers at different
organizational levels do

ecccccce

2 | FOUR DIFFERENT
LEVELS OF
MANAGERS

Organizations—particularly large organizations—have many
levels. In this section, you will learn about the types of manag-
ers found at four different organizational levels:

e Top-level manager.
e Middle-level manager.
¢ Frontline manager.

e Team leader.

2.1 | Top Managers Strategize
and Lead

Top-level managers are the organization’s senior executives
and are responsible for its overall management. Top-level man-
agers, often referred to as strategic managers, focus on the sur-
vival, growth, and overall effectiveness of the organization.

Top managers are concerned not only with the organization
as a whole but also with the interaction between the organi-
zation and its external environment. This interaction often
requires managers to work extensively with outside individuals
and organizations.

The chief executive officer (CEO) is one type of top-level
manager found in large corporations. This individual is the
primary strategic manager of the firm and has authority over
everyone else. Others include the chief operating officer (COO),
company presidents, vice presidents, and members of the top
management team. As companies have increasingly leveraged
technology and knowledge management to help them achieve
and maintain a competitive advantage, they created the posi-
tion of chief information officer (CIO). A relatively new top
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"In a nationwide survey, employees had mixed reviews of their manager’s
leadership skills. As a result, a manager who excels in leadership is especially
valuable.
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Percentage of employees who say . ..

They relate positively to
their boss.

Their boss is competent.

Their boss rewards them
for accomplishments.

Their boss is a good role
model and mentor.

They feel motivated by
their boss.

manager position, chief ethics officer, has emerged in recent
years. Kathleen Edmond holds that position for Best Buy. Her
role is to “develop, market and support programs and strate-
gies designed to support the enterprise’s business initiatives
and promote honest and ethical business conduct in its daily
operations.”?¢

Traditionally, the role of top-level managers has been to
set overall direction by formulating strategy and controlling
resources. But now more top managers are called on to be not
only strategic architects but also true organizational leaders.
Like Indra Nooyi of PepsiCo, leaders must create and articulate
a broader corporate purpose with which people can identify—
and one to which people will enthusiastically commit.

2.2 | Middle Managers Bring
Strategies to Life

As the name implies, middle-level managers are located in
the organization’s hierarchy below top-level management and
above the frontline managers and team leaders. Sometimes
called tactical managers, they are responsible for translating
the general goals and plans developed by strategic managers
into more specific objectives and activities.

20
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Percent

Traditionally the role of
the middle manager is to
be an administrative con-
troller who bridges the gap
between higher and lower
levels. Today middle-level
managers  break  corpo-
rate objectives down into
business unit targets; put
together separate business
unit plans from the units
below them for higher-level
corporate review; and serve
as nerve centers of internal
communication, interpreting

top-level

managers senior
executives responsible for
the overall management
and effectiveness of the
organization

middle-level
managers managers
located in the middle
layers of the organizational
hierarchy, reporting to top-
level executives

and broadcasting top management’s priorities downward
and channeling and translating information from the front
lines upward.

As a stereotype, the term middle manager connotes
mediocre, unimaginative people defending the status quo.
Companies have been known to cut them by the thousands,
and television often portrays them as incompetent (such as
Michael Scott of NBC’s The Office).”” But middle managers
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