d P |

MANAGEMENT

m BATEMAN | SNELL | KONOPASKE
5th Edition

How ARE DATA ANALYTICS
IMPROVING THE WAY WE MANAGE

COMPANIES?
CH5

START A BUSINESS wHiLE
YOU'RE STILL IN COLLEGE.

CHe6

WHY DO MANAGERS VIEW o\ e -
APPLICANTS’ SOCIAL : ‘ / . RN,
MEDIA PROFILES? M.
CHS8 \
f\

Education « . ’. .

M is Motivation. M is Momentum. M is Moving Forward. M is McGraw-Hill.



Management

5th Edition

Thomas S. Bateman
Mclintire School of Commerce,
University of Virginia

Scott A. Snell
Darden Graduate School of Business,
University of Virginia

Rob Konopaske
McCoy College of Business,
Texas State University




Education

Mmanagement

CHIEF PRODUCT OFFICER, SVP PRODUCTS & MARKETS: G. SCOTT VIRKLER
VICE PRESIDENT, GENERAL MANAGER, PRODUCTS & MARKETS: MICHAEL RYAN
VICE PRESIDENT, CONTENT DESIGN & DELIVERY: BETSY WHALEN
MANAGING DIRECTOR: SUSAN GOUIJNSTOOK
DIRECTOR, MGMT & OB: MIKE ABLASSMEIR
DIRECTOR, PRODUCT DEVELOPMENT: MEGHAN CAMPBELL
LEAD PRODUCT DEVELOPER: KELLY DELSO
PRODUCT DEVELOPER: KATIE EDDY
PRODUCT DEVELOPMENT COORDINATOR: HALEY BURMEISTER
MARKETING MANAGER: DEBBIE CLARE
MARKET DEVELOPMENT MANAGER: NICOLE YOUNG
DIRECTOR, CONTENT DESIGN & DELIVERY: TERRI SCHIESL
PROGRAM MANAGER: MARY CONZACHI
CONTENT PROJECT MANAGERS: CHRISTINE VAUGHAN, KERI JOHNSON
BUYER: SUSAN K. CULBERTSON
DESIGN: MATT DIAMOND
CONTENT LICENSING SPECIALIST: ANN MARIE JANNETTE, DEANNA DAUSENER
COVER IMAGE: GETTY IMAGES, PHOTOGRAPHER TOM MERTON
COMPOSITOR: SPI GLOBAL
PRINTER: LSC COMMUNICATIONS

MANAGEMENT, FIFTH EDITION

Published by McGraw-Hill Education, 2 Penn Plaza, New York, NY 10121. Copyright © 2018 by McGraw-Hill Education. All rights reserved. Printed in the
United States of America. Previous editions © 2016, 2013, 2011, and 2009. No part of this publication may be reproduced or distributed in any form or
by any means, or stored in a database or retrieval system, without the prior written consent of McGraw-Hill Education, including, but not limited to, in any
network or other electronic storage or transmission, or broadcast for distance learning.

Some ancillaries, including electronic and print components, may not be available to customers outside the United States.
This book is printed on acid-free paper.
123456789LWI2120191817

ISBN 978-1-259-73280-5 (student edition)
MHID 1-259-73280-0 (student edition)

ISBN 978-1-259-90030-3 (instructor’s edition)
MHID 1-259-90030-4 (instructor’s edition)

All credits appearing on page or at the end of the book are considered to be an extension of the copyright page.
Library of Congress Cataloging-in-Publication Data

Names: Bateman, Thomas S., author. | Snell, Scott, 1958- author. | Konopaske,
Robert, author.

Title: Management / Thomas S. Bateman, Mclintire School of Commerce,
University of Virginia, Scott A. Snell, Darden Graduate School of
Business, University of Virginia, Rob Konopaske, McCoy College of
Business, Texas State University.

Description: Fifth Edition. | Dubuque : McGraw-Hill Education, 2017. |
Revised edition of Management, 2015.

Identifiers: LCCN 2016041364 | ISBN 9781259732805 (alk. paper)

Subjects: LCSH: Management.

Classification: LCC HD31.B3694852 2017 | DDC 658—dc23

LC record available at https://lccn.loc.gov/2016041364

The Internet addresses listed in the text were accurate at the time of publication. The inclusion of a website does not indicate an endorsement by the
authors or McGraw-Hill Education, and McGraw-Hill Education does not guarantee the accuracy of the information presented at these sites.

mheducation.com/highered



Brief

ontents

part one

1 Managing Effectively in a 2 The Evolution of 3 The Organizational
Global World 2 Management 26 Environment and

Culture 42

pPa rttwo

4 Ethics and Corporate 5 Planning and Decision 6 Entrepreneurship 118
Responsibility 68 Making 90

part three

7 Organizing for 8 Managing Human 9 Managing Diversity and
Success 142 Resources 168 Inclusion 194

part four

10 Leadership 222 11 Motivating People 246 13 Communicating 292
12 Teamwork 272

part five

14 Managerial Control 316 15 Innovating and
Changing 344

BRIEF CONTENTS iii



Contents

part one

© Tony Avelar/Bloomberg via Getty Images

1 Managing Effectively in
a Global World 2

1| THE FOUR FUNCTIONS OF
MANAGEMENT 4

1.1 | Planning Helps You Deliver
Value 4

1.2 1 Organizing Resources Achieves
Goals 5

1.3 | Leading Mobilizes Your
People 6

1.4 | Controlling Means Learning and
Changing 7

1.5 | Managing Requires All Four
Functions 7

2 | FOUR DIFFERENT LEVELS OF
MANAGERS 8

2.1 | Top Managers Strategize and
Lead 8

2.2 | Middle Managers Bring
Strategies to Life 9

2.3 | Frontline Managers Are the Vital
Link to Employees 9

2.4 | Team Leaders Facilitate Team
Effectiveness 11

2.5 | Three Roles That All Managers
Perform 12

3 | MANAGERS NEED THREE BROAD
SKILLS 13

3.1 | Technical Skills 13

3.2 | Conceptual and Decision Skills 13

3.3 | Interpersonal and
Communication Skills 13

4 | MAJOR CHALLENGES FACING
MANAGERS 14

4.1 | Business Operates on a Global
Scale 14

4.2 | Technology Is Continuously
Advancing 16

4.3 | Knowledge Is a Critical
Resource 17

4.4 | Collaboration Boosts
Performance 18

4.5 | Diversity Needs to Be
Leveraged 18

5 | SOURCES OF COMPETITIVE
ADVANTAGE 19

5.1 | Innovation Keeps You Ahead of
Competitors 19

5.2 | Quality Must Continuously
Improve 19

© Chris Haston/NBC/NBCU Photo Bank via Getty Images

iv. CONTENTS




5.3 | Services Must Meet Customers’
Changing Needs 20

5.4 | Do It Better and Faster 21

5.5 | Low Costs Help Increase Your
Sales 21

5.6 | The Best Managers Deliver All
Five Advantages 22

Take Charge of Your Career: It takes
grit to find your passion! 15

Indra Nooyi of PepsiCo Pursues
“Performance with Purpose”
Strategy 10

2 The Evolution of
Management 26

1 | ORIGINS OF MANAGEMENT 27
1.1 | The Evolution of Management 28
2 | CLASSICAL APPROACHES 28

2.1 | Systematic Management 28
2.2 | Scientific Management 29

2.3 | Bureaucracy 32

2.4 | Administrative Management 33
2.5 | Human Relations 34

3 | CONTEMPORARY APPROACHES 36

3.1 | Sociotechnical Systems Theory 36
3.2 | Quantitative Management 36

3.3 | Organizational Behavior 37

3.4 | Systems Theory 37

4 | MODERN CONTRIBUTORS 38
4.1 | An Eye on the Future 41

Take Charge of Your Career: Using
history to your advantage! 35

Companies Shift to Green Power 40

© David Paul Morris/Bloomberg via Getty Images

© Media for Medical SARL/Alamy Stock Photo

3 The Organizational
Environment and
Culture 42

1| THE MACRO ENVIRONMENT 44

1.1 1 Laws and Regulations Protect
and Restrain Organizations 44

1.2 | The Economy Affects Managers
and Organizations 45

1.3 | Technology Is Changing Every
Business Function 46

1.4 | Demographics Describe Your
Employees and Customers 46

1.5 | Social Values Shape Attitudes
Toward Your Company and Its
Products 48

2| THE COMPETITIVE ENVIRONMENT 49
2.1 | Rivals Can Be Domestic or
Global 50

2.2 | New Entrants Increase When
Barriers to Entry Are Low 51

2.3 | Customers Determine Your
Success 51
2.4 | Products Can Be Substitutes or
Complements of Yours 52
2.5 | Suppliers Provide Your
Resources 53
3 | KEEP UP WITH CHANGES IN THE
ENVIRONMENT 54

3.1 | Environmental Scanning Keeps
You Aware 54

3.2 | Scenario Development Helps You
Analyze the Environment 55

3.3 | Forecasting Predicts Your Future
Environment 55

3.4 | Benchmarking Helps You Become
Best in Class 55

4 | RESPONDING TO THE
ENVIRONMENT 56

4.1 | Adapt to the External
Environment 56
4.2 | Influence Your Environment 57
4.3 | Change the Boundaries of the
Environment 59
4.4 | Three Criteria Help You Choose
the Best Approach 60
5 | CULTURE AND THE INTERNAL
ENVIRONMENT OF ORGANIZATIONS 60

5.1 | What Is an Organization
Culture? 61

5.2 | Companies Give Many Clues
About Their Culture 62

5.3 | Four Different Types of
Organizational Cultures 63

5.4 | Cultures Can Be Leveraged to
Meet Challenges in the External
Environment 65

Take Charge of Your Career:
Figure out the organizational
culture, and fast! 63

Toms Shoes Makes Impact with Its
“One-for-One” Model 47

CONTENTS v



A} )

42
(. HONDA |
-

Source: Michael Pereckas via Beige Alert/Flickr/CC BY 2.0

4 Ethics and Corporate
Responsibility 68

It's a Big Issue 70

It's a Personal Issue 71

11 YOUR PERSPECTIVES SHAPE YOUR
ETHICS 72

1.1 | Universalism 72
1.2 | Egoism 73

1.3 | Utilitarianism 74
1.4 | Relativism 74
1.5 | Virtue Ethics 75

2 | BUSINESS ETHICS MATTER 75

2.1 | Ethical Dilemmas 76

2.2 | Ethics and the Law 76

2.3 | The Ethical Climate Influences
Employees 77

2.4 | Danger Signs 78

3 | MANAGERS SHAPE BEHAVIOR 79

3.1 | Ethical Leadership 79
3.2 | Ethics Codes 79
3.3 | Ethics Programs 80

4 | YOU CAN LEARN TO MAKE
ETHICAL DECISIONS 81

4.1 | The Ethical Decision-Making
Process 81

4.2 | Outcomes of Unethical
Decisions 82

4.3 | Ethics Requires Courage 83

5 | CORPORATE SOCIAL
RESPONSIBILITY 84

5.1 | Four Levels of Corporate Social
Responsibility 84

5.2 | Do Businesses Really Have a
Social Responsibility? 85

5.3 1 You Can Do Good
and Do Well 85

6 | THE NATURAL ENVIRONMENT 87

6.1 | Economic Activity Has
Environmental
Consequences 87

6.2 | Development Can Be
Sustainable 87

6.3 | Some Organizations Set
Environmental Agendas 89

Take Charge of Your Career: Why
settle? Find a great place to work! 78

Are Sustainable Greenhouses
Revolutionizing Agriculture? 88

5 Planning and Decision
Making 90

1 | THE PLANNING PROCESS 91

Step 1: Analyze the Situation 92
Step 2: Generate Alternative Goals
and Plans 92

Step 3: Evaluate Goals and Plans 93
Step 4: Select Goals and Plans 93

Step 5: Implement the Goals and
Plans 94

Step 6: Monitor and Control
Performance 94

2 | LEVELS OF PLANNING 95

2.1 | Strategic Planning Sets a Long-
Term Direction 95

2.2 | Tactical and Operational Planning
Support the Strategy 96

2.3 | All Levels of Planning Should Be
Aligned 96

3| STRATEGIC PLANNING
PROCESS 97

First, Establish a Mission, Vision, and
Goals 98

Second, Analyze External Opportunities
and Threats 99

Third, Analyze Internal Strengths and
Weaknesses 100

Fourth, Conduct a SWOT Analysis and
Formulate Strategy 102

4 | BUSINESS STRATEGY 105

5 | IMPLEMENT THE STRATEGY 107
Finally, Control Your Progress 108

6 | MANAGERIAL DECISION
MAKING 108

Formal Decision Making Has Six
Stages 109

Copyright, 2016 Honda Motor Co., Ltd. and its subsidiaries and affiliates. All Rights Reserved.

vi CONTENTS



© dolphfyn/Alamy RF

6.1 | Identifying and Diagnosing the
Problem 109

6.2 | Generating Alternative
Solutions 110

6.3 | Evaluating Alternatives 110

6.4 | Making the Choice 112

6.5 | Implementing the Decision 112

6.6 | Evaluating the Decision 113

7 | HUMAN NATURE ERECTS BARRIERS
TO GOOD DECISIONS 113

7.1 1 Psychological Biases 114
7.2 1 Time Pressures 114
7.3 1 Social Realities 115

8 | GROUPS MAKE MANY
DECISIONS 115

8.1 | Groups Can Help 115
8.2 | Groups Can Hurt 116
8.3 | Groups Must Be Well Led 116

Take Charge of Your Career:
Baby Boomers launch alternative
careers 111

Zero Motorcycles Leads the Pack 106

6 Entrepreneurship 118

1 | ENTREPRENEURSHIP 121

1.1 | Why Become an
Entrepreneur? 122
1.2 | What Does It Take to Succeed? 123

2 | WHAT BUSINESS SHOULD YOU
START? 123

2.11Theldea 123

2.2 | The Opportunity 124
2.3 | Franchises 126

2.4 | The Next Frontiers 127
2.5 1 The Internet 127

2.6 | Side Streets 128

3 | WHAT DOES IT TAKE,
PERSONALLY? 128

3.1 1 Making Good Choices 129

3.2 | Failure Happens, But You Can
Improve the Odds of
Success 130

3.3 | The Role of the Economic
Environment 131

3.4 | Business Incubators 131

4 | COMMON MANAGEMENT
CHALLENGES 131

4.1 | You Might Not Enjoy It 131

4.2 | Survival Is Difficult 132

4.3 | Growth Creates New
Challenges 132

4.4 |It's Hard to Delegate 133

4.5 | Misuse of Funds 133

4.6 | Poor Controls 133

4.7 | Mortality 133

4.8 | Going Public 134

© John Lund/Blend Images LLC RF

5 | PLANNING AND RESOURCES HELP
YOU SUCCEED 134

5.1 1 Planning 134
5.2 | Nonfinancial Resources 136

6 | CORPORATE
ENTREPRENEURSHIP 138

6.1 | Build Support for Your Ideas 138

6.2 | Build Intrapreneurship in Your
Organization 138

6.3 | Managing Intrapreneurship Is
Risky 139

6.4 | An Entrepreneurial Orientation
Encourages New Ideas 139

Take Charge of Your Career: Be a
successful entrepreneur while still in
college 125

Intrapreneurship at IKEA 140

© AP Photo/The News-Gazette, Heather Coit

CONTENTS vii



part three

Courtesy of Wiginton, Hooker, & Jeffry
Archictects

7 Organizing for
Success 142

1| FUNDAMENTALS OF
ORGANIZING 144

1.1 | Differentiation Creates Specialized
Jobs 145

1.2 | Integration Coordinates
Employees’ Efforts 145

2| THE VERTICAL STRUCTURE 146

2.1 | Authority Is Granted Formally and
Informally 146

2.2 | Span of Control and Layers
Influence a Manager’s
Authority 147

2.3 | Delegation Is How Managers Use
Others’ Talents 148

2.4 | Decentralization Spreads
Decision-Making Power 149

3| THE HORIZONTAL STRUCTURE 151

3.1 | Functional Organizations Foster
Efficient Experts 152

3.2 | Divisional Organizations Develop
a Customer Focus 152

3.3 | Matrix Organizations Try to Be the
Best of Both Worlds 154

3.4 | Network Organizations Are Built
on Collaboration 157

4 | ORGANIZATIONAL
INTEGRATION 158

4.1 | Standardization Coordinates
Work Through Rules and
Routines 158

4.2 | Plans Set a Common
Direction 159

4.3 | Mutual Adjustment Allows Flexible
Coordination 159

4.4 | Coordination Requires
Communication 159

5| ORGANIZATIONAL AGILITY 160

5.1 | Strategies Promote Organizational
Agility 160

5.2 | Agile Organizations Focus
on Customers 163

5.3 | Technology Can Support
Agility 165

Take Charge of Your Career:
Be a specialist first, then a
generalist 155

Community Solutions’ 100,000 Homes
Campaign 156

8 Managing Human
Resources 168

1| STRATEGIC HUMAN RESOURCES
MANAGEMENT 169

1.1 I HR Planning Involves Three
Stages 170

2 | STAFFING THE ORGANIZATION 174

2.1 | Recruitment Helps Find Job
Candidates 174

3 | SELECTION CHOOSES APPLICANTS
TOHIRE 176

3.1 | Selection Methods 176

|

© Chris Ryan/age fotostock

3.2 | Both Reliability and Validity Are
Important 178
3.3 | Sometimes Employees Must Be
Let Go 179
3.4 | Legal Issues and Equal
Employment Opportunity 180
4 | TRAINING AND
DEVELOPMENT 182

4.1 | Training Programs Include Four
Phases 182
4.2 | Training Options Achieve Many
Objectives 182
5 | PERFORMANCE APPRAISAL 183

5.1 1 What Do You Appraise? 183

© Paul J. Richards/AFP/Getty Images

viii  CONTENTS




5.2 | Who Should Do the
Appraisal? 185

5.3  How Do You Give Employees
Feedback? 186

6 | DESIGNING REWARD
SYSTEMS 187

6.1 | Pay Decisions Consider
the Company, Position, and
Individual 187

6.2 | Incentive Pay Encourages
Employees to Do Their
Best 188

6.3 | Executive Pay Has Generated
Controversy 188

6.4 | Employees Get Benefits,
Too 189

6.5 | Pay and Benefits Must Meet Legal

Requirements 190
6.6 | Employers Must Protect Health
and Safety 190

7 | LABOR RELATIONS 191

7.1 | What Labor Laws Exist? 191

7.2 1 How Do Employees Form
Unions? 192

7.3 | How Is Collective Bargaining
Conducted? 192

7.4 | What Does the Future
Hold? 193

Take Charge of Your Career:
Tips for providing constructive
feedback 186

Hiring College Hunks to Haul
Junk 172

et bR o

National Archives and Records Administration (NWDNS-306-SSM-4A-35-6)

9 Managing Diversity and
Inclusion 194

1 | DIVERSITY IS DYNAMIC AND
EVOLVING 197

1.1 | Diversity Shaped America’s
Past 197

1.2 | Diversity Is Growing in Today’s
Workforce 198

1.3 | Tomorrow’s Workers Will Be More
Varied Than Ever 203

2 | WELL-MANAGED DIVERSITY
AND INCLUSION: A COMPETITIVE
ADVANTAGE 204

3| ADIVERSE AND INCLUSIVE
WORKFORCE: CHALLENGING
TO MANAGE 205

4 | MULTICULTURAL
ORGANIZATIONS 207

5| HOW ORGANIZATIONS
CAN CULTIVATE A DIVERSE
WORKFORCE 208

5.1 | Start by Securing Top Managers’
Commitment 208

5.2 | Conduct an Organizational
Assessment 209

5.3 | Attract a Diverse Group
of Qualified Employees 209

5.4 | Train Employees to Understand
and Work with Diversity 210

5.5 | Retain Talented Employees 210

6 | MANAGING GLOBALLY 213

6.1 | Changes in the Global
Workforce 213

6.2 | Global Managers Need Cross-
Cultural Skills 214

6.3 | National Cultures Shape Values
and Business Practices 216

6.4 | International Management
Introduces Complex Ethical
Challenges 218

Take Charge of Your Career:
Find a mentor (before they all
retire) 212

Want an International Assignment?
There Is More Than One Option 214

CONTENTS

iX



A\

part four

© Sam Edwards/age fotostock RF

10 Leadership 222
11VISION 224
2 | LEADING AND MANAGING 226

2.1 | Comparing Leaders and
Managers 226

2.2 | Good Leaders Need Good
Followers 227

3 | POWER AND LEADERSHIP 227

4 | TRADITIONAL APPROACHES TO
UNDERSTANDING LEADERSHIP 228

4.1 | Certain Traits May Set Leaders
Apart 228

4.2 | Certain Behaviors May Make
Leaders Effective 230

4.3 | The Best Way to Lead Depends on
the Situation 233

5| CONTEMPORARY PERSPECTIVES
ON LEADERSHIP 237

5.1 | Charismatic Leaders Inspire Their
Followers 237

5.2 | Transformational Leaders
Revitalize Organizations 239

5.3 | Authentic Leadership Adds an
Ethical Dimension 241

61 YOU CAN LEAD 241

6.1 | Today’s Organizations Offer Many
Opportunities to Lead 241
6.2 | Good Leaders Need Courage 242

Take Charge of Your Career: Develop
your leadership skills 243

Prestigious Green Power Leadership
Award Winners 238

11 Motivating People 246

1 | SETTING GOALS 248

1.1 | Well-Crafted Goals Are Highly
Motivating 248

1.2 | Stretch Goals Help Employees
Reach New Heights 249

1.3 | Goal Setting Must Be Paired
with Other Management
Tools 251

1.4 | Set Your Own Goals, Too 251

2 | REINFORCING
PERFORMANCE 252

2.1 | Behavior Has
Consequences 252

2.2 | Be Careful What You
Reinforce 253

2.3 | Should You Punish
Mistakes? 254

2.4 | Feedback Is Essential
Reinforcement 254

3 | PERFORMANCE-RELATED
BELIEFS 255

3.1 11f You Try Hard, Will You
Succeed? 255

3.2 | If You Succeed, Will You Be
Rewarded? 255

3.3 | All Three Beliefs Must Be
High 256

3.4 | Expectancy Theory Identifies
Leverage Points 256

4 | UNDERSTANDING PEOPLE’S
NEEDS 257

4.1 | Maslow Arranged Needs
in a Hierarchy 257

4.2 | Alderfer Identified Three Work-
Related Needs 258

4.3 | McClelland Said Managers Seek
Achievement, Affiliation, and
Power 259

4.4 | Do Need Theories Apply
Internationally? 260

5 | DESIGNING JOBS THAT
MOTIVATE 260

5.1 | Managers Can Make Work More
Varied and Interesting 261

5.2 | Herzberg Proposed Two
Important Job-Related
Factors 262

5.3 | Hackman and Oldham:
Meaning, Responsibility,
and Feedback Provide
Motivation 263

5.4 | To Motivate, Empowerment Must
Be Done Right 264

6 | ACHIEVING FAIRNESS 265

6.1 | People Assess Equity by Making
Comparisons 266

PROPULSIONTEST VEHICLE

hyper|00p‘°ne

© David Becker/Getty Images

6.2 | People Who Feel Inequitably
Treated Try to Even the
Balance 267

6.3 | Procedures—Not Just
Outcomes—Should Be
Fair 267

7 1 JOB SATISFACTION 268

7.1 1 Companies Are Improving
the Quality of Work
Life 268

7.2 | Psychological Contracts Are
Understandings of Give-and-
Take 269

Take Charge of Your Career:
Will you be motivated in the new
job? 261

Stonyfield Organic Motivates
Through Its Mission 250

© Corbis Flirt/Alamy

x CONTENTS



12 Teamwork 272

1| THE CONTRIBUTIONS OF
TEAMS 273

2| THE NEW TEAM
ENVIRONMENT 274

2.1 | Organizations Have Different
Types of Teams 274

2.2 | Self-Managed Teams Empower
Employees 276

3 | HOW GROUPS BECOME REAL
TEAMS 277

3.1 | Group Activities Shift as the Group
Matures 277

3.2 | Over Time, Groups Enter Critical
Periods 278

3.3 Some Groups Develop
into Teams 278

4 | WHY DO GROUPS SOMETIMES
FAIL? 279

5 | BUILDING EFFECTIVE
TEAMS 280

5.1 | Effective Teams Focus
on Performance 281

5.2 | Managers Motivate Effective
Teamwork 281

5.3 | Effective Teams Have Skilled
Members 282

5.4 | Norms Shape Team
Behavior 282

5.5 | Team Members Must Fill
Important Roles 283

5.6 | Cohesiveness Affects Team
Performance 284

5.7 | Managers Can Build
Cohesiveness and High-
Performance Norms 285

6 | MANAGING LATERAL
RELATIONSHIPS 287

6.1 | Some Team Members Should
Manage Outward 287

6.2 | Some Relationships Help Teams
Coordinate with Others in the
Organization 287

7 | CONFLICT HAPPENS 288

7.1 1 Conflicts Arise Both Within and
Among Teams 288

7.2 | Conflict Management
Techniques 288

7.3 | Mediating Can Help Resolve a
Conflict 290

7.4 | Conflict Isn’'t Always Face-to-
Face 290

Take Charge of Your Career: Playing
devil’s advocate can help your team
make better decisions 286

© Clerkenwell/Getty Images RF

Teams Make Social Impact by
Design 276

13 Communicating 292

1 | INTERPERSONAL
COMMUNICATION 293

1.1 1 One-Way Communication Is
Common 293

1.2 | Communication Should Flow in
Two Directions 294

2| WATCH OUT FOR
COMMUNICATION PITFALLS 295

2.1 | Everyone Uses Perceptual
and Filtering Processes 295

2.2 | Mistaken Perceptions Cause
Misunderstandings 296

3 | COMMUNICATIONS FLOW
THROUGH DIFFERENT
CHANNELS 297

3.1 | Electronic Media Offer Flexible,
Efficient Channels 298

3.2 | Managing the Electronic
Load 301

3.3 | The Virtual Office 302

3.4 | Use “Richer” Media for Complex
or Critical Messages 302

4 | IMPROVING COMMUNICATION
SKILLS 303

4.1 | Senders Can Improve Their
Presentations, Writing,
Word Choice, and Body
Language 303

4.2 | Nonverbal Signals Convey
Meaning, Too 305

4.3 | Receivers Can Improve Their
Listening, Reading, and
Observational Skills 306

5| ORGANIZATIONAL
COMMUNICATION 308

5.1 | Downward Communication
Directs, Motivates, Coaches,
and Informs 308

5.2 | Upward Communication Is
Invaluable to Management 310

5.3 | Horizontal Communication
Fosters Collaboration 312

6 | INFORMAL COMMUNICATION
NEEDS ATTENTION 312

6.1 | Managing Informal
Communication 313

7 | BOUNDARYLESS
ORGANIZATIONS HAVE NO
BARRIERS TO INFORMATION
FLOW 314

Take Charge of Your Career: Tips for
Making formal presentations more
powerful! 304

Twitter: A Communication Lifeline
During Disasters 300

©Jennifer DeMonte/Getty Images

CONTENTS  xi



part five

© GlobalStock/Getty Images RF

14 Managerial Control 316
1| SPINNING OUT OF CONTROL? 317

2 | BUREAUCRATIC CONTROL
SYSTEMS 319

2.1 | Control Systems Have Four
Steps 319

2.2 | Bureaucratic Control Occurs
Before, During, and After
Operations 323

2.3 | Management Audits Control
Various Systems 325

3 | BUDGETARY CONTROLS 326

3.1 | Fundamental Budgetary
Considerations 326

3.2 | Types of Budgets 327

3.3 | Activity-Based Costing 329

4 | FINANCIAL CONTROLS 330

4.1 | Balance Sheet 330

4.2 | Profit and Loss Statement 330

4.3 | Financial Ratios 330

4.4 | Bureaucratic Control Has a
Downside 332

5 | MORE EFFECTIVE CONTROL
SYSTEMS 334

5.1 | Establish Valid Performance
Standards 334

5.2 | Provide Adequate
Information 336

5.3 | Ensure Acceptability
to Employees 337

5.4 | Maintain Open
Communication 337

5.5 | Use Multiple Approaches 337

6 | THE OTHER CONTROLS: MARKETS
AND CLANS 338

6.1 | Market Controls Let Supply and
Demand Determine Prices and
Profits 338

6.2 | Clan Control Relies on
Empowerment and Culture 340

Take Charge of Your Career:
How to control without being too
controlling! 319

TerraCycle’s Cost Control Formula Is
Garbage 328

15 Innovating and
Changing 344

1 | DECIDING TO ADOPT NEW
TECHNOLOGY 345

1.1 | Measuring Current
Technologies 346
1.2 | Assessing External Technological
Trends 347
1.3 I Engaging in Disruptive
Innovation 347
2 | BASE TECHNOLOGY DECISIONS ON
RELEVANT CRITERIA 348

2.1 | Anticipated Market
Receptiveness 348

2.2 | Technological Feasibility 348

2.3 | Economic Viability 349

2.4 | Anticipated Capability
Development 349

2.5 | Organizational Suitability 350

3 | KNOW WHERE TO GET NEW
TECHNOLOGIES 351

4 | ORGANIZING
FOR INNOVATION 353

4.1 | Who Is Responsible for New
Technology Innovations? 353

4.2 | To Innovate, Unleash
Creativity 354

4.3 | Don’t Let Bureaucracy
Squelch Innovation 354

4.4 | Development Projects Can Drive
Innovation 355

4.5 | Job Design and Human Resources
Make Innovation Possible 355

5 | BECOMING WORLD-CLASS 356

5.1 | Build Organizations for
Sustainable, Long-Term
Greatness 356

5.2 | Replace the “Tyranny of the
Or” with the “Genius of the
And” 357

5.3 | Organization Development
Systematically Shapes
Success 357

5.4 | Certain Management Practices
Make Organizations Great 357

6 | MANAGING CHANGE 358

6.1 | Motivate People to Change 359
6.2 | A Three-Stage Model
Suggests Ways to Manage
Resistance 360
6.3 | Specific Approaches Can
Encourage Cooperation 362
6.4 | Managers Have to Harmonize
Multiple Changes 364
6.5 | Managers Must Lead
Change 365

7 | SHAPING THE FUTURE 366

7.1 1 Think About the Future 366

7.2 | Create the Future 367

7.3 1 Shape Your Own Future 368

7.4 | Learn and Lead the Way to Your
Goals 369

Take Charge of Your Career: The
“New” job security: continually add
value at work 368

Big Data Empowers Sustainable
Farming 363

NOTES 371
INDEX 416

© Yuri_Arcurs/Getty Images RF

xii CONTENTS



Chapter Changes

Chapter1

Expanded coverage of global companies and events.

Updated content via the addition of several new notes from
2015 and 2016.

New organizations and topics, including Trader Joe’s use of
Big Data to understand customers’ needs, L’'Oreal’s award-
winning chief ethics officer, the Chinese government’s ban
of Facebook and Twitter, and online success stories like
Evernote and Pandora.

Updated Did You Know? box.
Updated data on demographic trends in the U.S. labor force.

New current events include GM’s $500 million investment
in Lyft, Tesla’s 2017 launch of the Model 3 electric car,
LinkedIn’s entry into the Chinese market, PepsiCo’s global
water efficiency program, GE’s success in more than 22
different global markets, Cisco’s Globalisation Centre East
in India, and Starbucks’ MyStarbucksldea.

Chapter 2

Updated Did You Know? box.
Revised content to improve student experience.
Updated Take Charge of Your Career.

New example of how Opower draws on sociotechnical systems
theory to combine Big Data analytics and customer behavior.

Updated green case: “Companies Shift to Green Power.”

Chapter 3

Updated content via the addition of several new notes from
2015 and 2016.

Updated opening vignette about Keurig Green Mountain’s
strategic partnerships.

New coverage of how global events (Brexit, the slowing
Chinese economy, destabilizing corruption scandal in Brazil,
and mass immigration into Europe) are affecting the U.S.
economy.

Added a new quote.

Updated Did You Know? box.

» New organizations and topics include Ford’s switch from
steel to aluminum in its best selling F-150 truck, Habitat for
Humanity and its long-term company supporters, Alphabet’s
(owns Google) diverse businesses from Nest to Life Sciences,
Dropbox adoption in more than 100,000 companies, and
Virgin America’s sale of Alaska Airlines.

« New current events, including companies that have recently
violated the Foreign Corrupt Practices Act, and the new
federally mandated overtime regulations affecting nearly
4 million workers in the United States.

Chapter 4

» Updated coverage of ethical issues, including state laws that
prohibit employers from obtaining employees’ passwords to
social media websites.

» Trimmed chapter to remove outdated concepts.
e Updated Take Charge of Your Career.
» New organizations and topics, including the World Wildlife

Fund’s “the last selfie” snapchat campaign, survey findings
regarding observed unethical behavior at work, GE’s “spirit of
the letter” integrity policy, New Belgium Brewery as a “force
for good in the world,” and Alcoa’s pledge to cut greenhouse

emissions by 50 percent by 2020.
» Revised Did You Know? box.
» Revised exhibit: “The business costs of ethical failure.”
» Updated green case: “Are Sustainable Greenhouses
Revolutionizing Agriculture?”

» New examples of business-related scandals include
Volkswagen’s cheating on emissions tests, investigation
into FIFA and its subsequent organizational shakeup, Turing
Pharmaceuticals’ price increase of an HIV/AIDs drug by
5,000 percent, and Toshiba’s announcement of a nearly
$2 billion “accounting adjustment.”

Chapter 5

» New opening vignette discusses how Priceline uses data
analytics to align its business strategy with customer
behaviors and expectations.

» Added new quote.

CHAPTER CHANGES  xiii



» New graphic to illustrate SMART goal acronym.

» Updated Exhibit 5.2: “Three common plans used by
organizations.”

» New organizations and topics, including Quicken Loans’
plans to attract top IT talent to work at its Detroit-based
headquarters, how USAA’s reward system motivates its
27,000 employees to engage customers, Terracyle’s and
Nike’s motivational mission statements, how BrightSource
Energy provides solar systems that create steam and
electricity, the Indian government’s plans to generate 100 GW
of wind energy by 2022, and IKEA’s low-cost strategy.

« Updated the green case: “Zero Motorcycle Leads the Pack.”

» New current events include HondaJet’s plans to fly charter
flights from Phoenix Airport, McDonald’s decision to offer
breakfast to customers all day, Sony’s Playstation Plus
decision to allow members to download Sony music or
movies onto mobile devices, the decision by governmental
regulators in California to investigate whether Wells Fargo’s
sales culture pushed employees too far, and predicting that
the “Internet of Things” phenomenon will require nearly all
organizations to go digital.

» Updated Take Charge of Your Career.

Chapter 6

« Added new quote.

» Updated coverage on how start-up firms and small
businesses affect the U.S. economy.

» New organizations and topics include an investor-
entrepreneur match platform (IdeaMarket), FirstLight
HomeCare franchise helping older adults remain
independent, Team Rubicon combining veterans with first
responders to help victims in the wake of natural disasters,
MGE Innovation Center (University of Wisconsin-Madison
Research Park) launching early-stage companies, and Sir
Richard Branson of Virgin offering tips for delegating.

» Updated Take Charge of Your Career.

» New current events, including how firms owned by women
employ more than 7 million individuals, Apple and IBM
teaming up to provide iPads with apps that are tailored to
the elderly, venture capitalists investing nearly $60 billion
in start-ups, how Uber is banned from operating in several
countries, and how Ladies Who Launch connects more than
100,000 women entrepreneurs.

» Updated Did You Know? box.

» Updated green case: “Intrapreneurship at IKEA.”

Chapter 7
« Trimmed chapter length and revised content to include
updated information.

» Revised the opening vignette on worldwide mobile gaming
market by discussing Activision Blizzard’s (maker of “Call of
Duty”) recent purchase of King Digital (maker of “Candy Crush”).

» Added new quote.

» Added new Exhibit 7.3: “Optimal span of control is a
balancing act.”

» Updated section on Semco Partners’ philosophy regarding
delegation and employee empowerment.

» New organizations and topics, including Salesforce’s strategy
to organize around its customers and GE’s new Fastworks
projects aimed at speeding up and reducing the cost of
product innovation.

» New green case: “Community Solutions’ 100,000 Homes
Campaign.”
» Added new Exhibit 7.9: “Example of a network organization.”

» Created new Exhibit 7.10: “Managing high information-
processing demands.”

Chapter 8

» New current events include hiring managers viewing job
candidates’ social media profiles and companies using
personal improvement plans as progressive discipline,

» Updated Traditional Thinking box.

» New organizations and topics, including unique organizational
cultures (at REIl, Kayak, and Chik-fil-A), how CultureAmp surveys
employees and provides real-time data to improve company
performance, the decision Polycom made to promote from within
the organization, why Glassdoor and LinkedIn are powerful
networking sites, how Accenture encourages employees to
recruit diverse candidates, and how Talent Shield searches
for and conducts company and personal background checks.

» Updated the section on critical skills shortages in the
United States.

» Discussed how Box, Uber, and Symantec use HR and people
analytics to guide their talent management decisions.

« Updated section on how companies like Lowes and Hillshire
Brands settled recent discrimination claims with the EEOC.

» Updated the green case: “Hiring College Hunks to Haul Junk.”

» Updated section on “Veteran’s Jobs Mission,” which places
thousands of transitioning military members into jobs.

» Updated Did You Know? box.

» Updated Exhibit 8.5: “Percentage of companies increasing
spending on training areas in 2015.”

» New Exhibit 8.7: “Pay structure.”

» Updated section on how executive pay has generated
controversy.

» New Did You Know? that discusses small business health
options programs (SHOPs).

» Updated Exhibit 8.8: “Facts about work-related injuries and
illnesses (2014).”

Chapter 9

» Updated content via the addition of several new notes from
2015 and 2016.

» Updated sections on the glass ceiling and the female CEOs
and corporate officer, immigrant entrepreneurs who started

xiv. CHAPTER CHANGES



firms in Silicon Valley, number of individuals with a disability,
and the rise in the average worker’s weight as a cause of
concern for employers.

» Updated Exhibit 9.4: “Successful immigrant entrepreneurs in
the United States.”

» Revised Exhibit 9.5: “Percentage of the projected U.S. labor
force by race and Hispanic origin (2004-2024).”

» Revised Exhibit 9.6: “Percentage of employee engagement
by worker age.”

« New Did You Know? box.

» Added new quote.

» New organizations and topics, including how the San
Antonio Spurs hired Becky Hammon (the first female NBA
assistant coach) and how Nielsen provides its managers

with “unconscious bias” training to build self-awareness and
leadership effectiveness.

» Updated the section on Coca-Cola’s business resource groups.

» Updated the green case: “Want an International Assignment?
There Is More than One Option.”

Chapter 10
« Updated content via the addition of several new notes from
2015 and 2016.

« Trimmed chapter length and revised content to include
updated information.

» Updated opening vignette.
» Added new Did You Know? box.

» Added new section about how a U.S. expatriate working for
Alcoa stood up to corruption and extortion.

» Revised section on the sources of power in organizations.

« New current events include how China-based Huawei
Technologies earned $46.5 billion in global revenue (passing
Sweden-based Ericsson) and NASA’s goal to use the moon
as a way station to send astronauts to Mars by 2020.

« Added two new quotes.

» Revised green case: “Prestigious Green Power Leadership
Award.”

Chapter 11

» Added new opening vignette.

» Updated content via the addition of several new notes from
2015 and 2016.

* New Did You Know? box.

« Trimmed chapter length and revised content to include
updated information.

» New organizations and topics, including Terracycle’s goal
to eliminate waste, how Keurig Green Mountain works with
suppliers to improve farming techniques and address water
challenges, SpaceX pioneers using reusable rockets for
space transport, and a mandatory new “pay ratio” report
that will be issued starting in 2017 by all publicly traded
companies.

» Updated green case: “Stonyfield Organic Motivates Through
Its Mission.”

» Added two new quotes.
» Updated Did You Know? box.
» Updated Take Charge of Your Career.

Chapter 12

« Updated content via the addition of several new notes from
2015 and 2016.

» New organizations and topics, including how Nucor relies on
its teammates to improve productivity and safety at plants;
how Cisco offers powerful software so virtual team members
can work together, regardless of their physical location; how
Whole Foods Market’s team members vote to decide whether
new hires remain employed at the firm; and how GE’s new
Software Design and User Experience Studio team creates
solutions for customers, partners, and employees.

» Trimmed chapter length and revised content to include
updated information.

» Added new quote.
» Updated Did You Know? box.

Chapter 13

« Updated content via the addition of several new notes from
2015 and 2016.

» New organizations and topics include the average number of
e-mails workers send and receive on a daily basis; how Web
3.0 is expected to blend the relationships between machines
and humans; how the founder of The Sky Factory practices
open-book management by sharing the company’s financials
with employees; how IBM’s internal social networking system
helps employees build relationships with one another; and
Facebook’s plan to launch “Facebook at Work,” which will be
accessible only by employees of client companies.

» Updated green case: “Twitter: A Communication Lifeline
During Disasters.”

e Added new Did You Know? box.
» Added a new quote.
« New section on the next generation of wearable virtual

reality offered by Oculus Rift, Sony PlayStation Virtual Reality,
Google Glass, and Microsoft HoloLens.

Chapter 14

» Updated content via the addition of several new notes from
2015 and 2016.

» Updated statistics related to the recall of GM’s faulty ignition
switches.

+ New organizations and topics include Lancaster General
Hospital’s implementation of a “no passing zone” in hallways,
how Maybank Group in Malaysia measures engagement
levels of its 47,000 employees, Panera Bread’s installation of
self-service iPad kiosks in its restaurants, 3M’s launch of new

CHAPTER CHANGES xv



products like “Super Sticky Post-it Notes” and water-resistant
Ace-brand wrist braces, how Mitsubishi Motors reduces

tire pressure in more than 600,000 vehicles sold in Japan

to boost fuel economy, and eBay’s use of NICE Interaction
Analytics to mine data about its customers.

» Updated section on “love contracts” in the workplace.
e Added new quote.

» Update green case: “Terracycle’s Cost Control Formula Is
Garbage.”

Chapter 15

» Updated section on changing role that technology plays in
the health care industry, including how Kaiser Permanente
will implement a new computer system to share patient data
across all of its facilities (saving more than $1 billion) and how
the U.S. Veterans Health Administration provides telehealth
services to more than 700,000 of its patients.

» Added three new quotes.

» Added new section on the Internet of Things (loT),
including how smart home technology like Nest works with

Whirlpool dryers and Ford vehicles, how SmartMat yoga
mats improve practitioners’ alignment, and how Parrot’s
Smart Pot sends plant owners wireless alerts when the
plant needs care.

Updated Did You Know? box.

New organizations and topics, including how Google
Translate, Babbel, and Duolingo help business travelers learn
foreign languages; how Netflix lowers prices of its movie
streaming service in countries with high levels of piracy;
L’Oreal’s exclusive agreement with app maker Makeup
Genius; Corning and Ford conducting joint research to create
lighter and stronger glass windshields; Verizon purchasing
Awesomeness TV to tap into the digital entertainment
network’s youth network; and Intuit Labs offering its
employees two-day Lean Startln workshops.

Updated section on make-or-buy technology decisions.

Added a new section on Zappos’ new managerless
organizational structure, holacracy.

Added new Exhibit 15.6: “Ways to overcome resistance to
change.”

Added new Exhibit 15.7: “Unmet needs equals opportunity.”

xvi  CHAPTER CHANGES



Management

ttttttttt



part one

Managing Effectively
in a Global World

chapter

Lea rn i ng ObjeCtiVGS : 4 ) ‘ 2 © Colin Anderson/Stockbyte/Getty Images RF

Understand what managers Summarize the major

at different organizational challenges facing managers
Describe the four functions levels do. today.
of management. Define the skills needed to Recognize how successful
be an effective manager. managers achieve

competitive advantage.



Imost everyone has worked for a good supervisor,

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

good professor. What made these managers 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 the United States,
China, Brazil, South Africa, and Canada 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, it began 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
2015, Starbucks reported $19.2 billion in revenue (an increase
of 17 percent over 2014 revenue) from its 23,000 stores in
70 countries.! However, the company’s 45-year journey has not
always been smooth and predictable. No one knows this bet-
ter than Howard Schultz, the current CEO of Starbucks. Having
joined the company in 1982, Schultz worked his way up the
ranks to become chief executive officer. In 2000, he stepped
down from the post to oversee the company’s international
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Alibaba chair Jack Ma (left) and Starbucks CEO Howard Schultz shown
attending the 2016 Starbucks Partner Family Forum in Chengdu, China.
© VCG/VCG via Getty Images

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 digital strat-
egy to encourage more customers to pay for their iced caramel
macchiatos with a Starbucks’ mobile app card is paying off. In
2015, customers used the app approximately 8 million times
per week, making it the most popular digital payment app in
the United States.> Recently, the company launched a national
rollout of Mobile Order and Pay which soon will be expanded
to international markets like Canada and the United Kingdom.*
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 values 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 aspira-
tions 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 flexibil-
ity 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 man-

agement; and study tips and career suggestions for your per-
sonal development.
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LO1 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:

o To be effective is to achieve organizational goals.

o 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
don’t have four or five hours to spend studying in one sitting. Try
chunking your study time into separate 30- to 45-minute minises-
sions. This will help you focus better while reading and outlining
a chapter, reviewing vocabulary, 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, messaging on
Snapchat, or playing online games. Get (and stay) in the study zone!

| Efficiency

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

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 chair
and chief executive officer (CEO) at General Motors, has sev-
eral plans to make her firm the “the most valuable automotive
company” in the world.> An engineer with 35 years of experi-
ence at GM, Barra’s strategic goals include controlling costs
by using fewer vehicle platforms from which to build multiple
models, meeting stricter safety and emissions guidelines, and
entering into the autonomous vehicle and ride-sharing indus-
tries.” A driving force behind Barra’s strategies is to deliver

Exhibit 1.1 Examples of planning activities
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value to customers in multiple ways, including trying to extend
the life of GM’s vehicles to 12 or more years.® A innova-
tive part of Barra’s plan was jumpstarted recently when GM
invested $500 million in Lyft, a ride-share company that com-
petes with better-known Uber.’ Reasons GM partnered with the
start-up include the development of a network for self-driving
cars and establishing hubs to rent cars to Lyft drivers at dis-
counted rates.'”

In today’s highly competitive business environment, the
planning function can also be described as delivering strate-
gic 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, governments, and
even nations. When Steve Jobs, founder and CEO of Apple,
died on October 5, 2011, many people around the world experi-
enced 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”

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

1.2 | Organizing

Resources :

i planning the management
Achieves function of systematically
GO&IS making decisions about

the goals and activities
that an individual, a group,
a work unit, or the overall
organization will pursue

Organizing is assembling
and coordinating the human,
financial, physical, informa-
tional, and other resources
needed to achieve goals.
Organizing activities include
attracting people to the organi-
zation, specifying job respon-
sibilities, grouping jobs into
work units, marshaling and
allocating resources, and cre-
ating conditions so that people
and things work together to
achieve maximum success.

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

“Innovation distinguishes between a leader

and a follower."

—Steve Jobs

when it contributes to meeting the organization’s goals. On a
personal level, you should periodically ask yourself and your
boss, “How can I add value?” Answering that question will
enhance your contributions, 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 strategic
value is a continual process in which people throughout the
organization use their knowledge and that of their external
customers, suppliers, and other stakeholders to identify oppor-
tunities to create, seize, strengthen, and sustain competitive
advantage. (Chapter 3 discusses the external competitive envi-
ronment 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, Trader Joe’s
leverages information about its customers to offer high-quality,
popular products at low prices.'?

Effectively creating value requires fully considering a new
and changing set of factors, including the government, the nat-
ural environment, global forces, and the dynamic economy
in which ideas are king and entrepreneurs are both formida-
ble competitors and potential collaborators. You will learn
about these and related topics in Chapter 4 (ethics and corpo-
rate responsibility), Chapter 5 (strategic planning and decision
making), and Chapter 6 (entrepreneurship).

LISTEN & LEARN (®) ONLINE

Young Managers SPEAK OUT!

¢|t’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
Photo: © McGraw-Hill Education

J




Traditional

Thinking

Planning is a top-down approach where top
tell others to implement them.

The Best Man

variety of people both inside and outside the

&

Deliver strategic value that draws on the collective knowledge and ideas of a wide

executives establish business plans and

agers Today

organization.

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, particu-
larly 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 custom-
ers with integrity, honesty, and commitment.'* Hsieh encourages
employees to develop themselves by checking out books stored
at the company, to post questions to the “Ask Anything” news-
letter, to make suggestions to improve how things get done, and
to contribute to making Zappos a positive and fun place to work.
Employees have been known to volunteer to shave their heads
(in a mullet style or in the shape of a “No. 1), 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 custom-
ers. In a time when many call-in customer service operations are
tightly controlled or outsourced, Hsieh encourages his employ-
ees 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 customers free shipping both ways, sending flow-
ers and surprise coupons, writing thank-you notes, or even help-
ing 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 effec-
tively deploy the highly dedicated, diverse, and talented human

resources needed to achieve success. You will learn more about
these topics in Chapter 7 (organizing for action), Chapter 8
(human resources management), and Chapter 9 (managing diver-
sity and inclusion).

1.3 | Leading Mobilizes Your People

Leading is stimulating people to be high performers. It includes
motivating and communicating with employees, individually
and in groups. Leaders maintain close day-to-day contact 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 man-
agers motivate workers to come to work and execute top manage-
ment’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, is
inspiring her employees to change their thinking about the future
direction of the $19.5 billion company and mobilizing them to

Online retail giant Zappos’ zany culture and work environment make it a
great place to work. © Tribune Content Agency LLC/Alamy Stock Photo
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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 counting on employees to help transform
the document technology 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.!” As long as Burns can continue to
motivate Xerox employees to embrace the new direction
of the firm, this new service side of the business (which
accounts for 50 percent of total company revenues) will
help Xerox continue its long history of success.?’

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 interpersonal and orga-
nizational communication (Chapter 13).

1.4 | Controlling
Means Learning
and Changing

Planning, organizing, and lead-
ing do not guarantee success.
The fourth function, controlling,
is about monitoring performance

a timely manner. By controlling, Reuters/Corbis

managers make sure the organi-

zation’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 breakdowns
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 drill-
ing 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 out-
burst.”?! 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 that greater controls need to be put in place

. - Ursula Burns, chair and CEO of Xerox, smiles as she attends an
and making necessary changes in  interview at The Times Center in New York. © Eduardo Munoz/

leading the management
function that involves the

by both the U.S. government ﬁanager’s efforts to stimulate
; > igh performance by
and the oil companies. employees
When managers implement
their plans, they often find that
things are not working out as
planned. The controlling func-
tion makes sure that
goals are met. It asks
and answers the
question, “Are our actual outcomes consistent with
our goals?” It then makes adjustments 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 prob-
lems 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 com-
pany’s workforce. But Musk also
raised $55 million of capital from
investors, and since production
started in 2008, there are more than
100,000 Model S cars on the road in
the United States and Europe.?* The
company continues to pick up momen-
tum. Within hours of Musk’s
announcement regarding the 2017
launch of the new Model 3 (priced
at $35,000), more than 100,000 cus-
tomers deposited $1,000 each to get on the wait list.”’
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 tech-
nologies 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 typ-
ical 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,
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A Tesla 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. © Tony Avelar/Bloomberg via Getty Images

and firefighting. If you work with heavy digital users who con-
stantly 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
Sour 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
potential 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 about 4,5,and 6
which goals and activities to pursue.

Organizing  Assembling and coordinating resources 7, 8, and 9
needed to achieve goals.

Leading Stimulating high performance by 10, 11, 12,
employees. and 13

Controlling  Monitoring performance and making 14 and 15

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; monitor
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 teamwork skills), your
part-time and full-time jobs (e.g., learn how to motivate cowork-
ers and “wow” your customers), and use the ideas for your own
personal development by becoming an effective manager.

LO2 Understand what managers at different

organizational levels do.

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:

o Top-level manager.
o 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 man-
ager 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 position of chief infor-
mation officer (CIO). A relatively new top manager position,
chief ethics officer, has emerged in recent years. Emmanuel Lulin
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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.

n28

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.

holds that position for L’Oréal. Lulin has been recognized as a
champion for “ethics as a way of life within the company.”?’

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.

Traditionally, the role of the middle manager is to be an
administrative controller who bridges the gap between higher
and lower levels. Today, middle-level managers break corporate
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 communi-
cation, interpreting and broadcasting top management’s priorities

40 60
Percent

downward and channeling and
translating information from
the front lines upward.

As a stereotype, the term
middle  manager  connotes
mediocre, unimaginative peo-
ple 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 are closer
than top managers to day-to-day
operations, customers, frontline
managers, team leaders, and employees, so they know the prob-
lems. They also have many creative ideas—often better than their
bosses’. Good middle managers provide the operating skills and
practical problem solving that keep the company working.*!

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

2.3 | Frontline Managers Are the
Vital Link to Employees

Frontline managers, or operational managers, are lower-level
managers who execute the operations of the organization. These
managers often have titles such as supervisor or sales manager.
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