FUNDAMENTALS OF

GRIFFIN




| j-cn]

Uurse

MAKE THE GRADE WITH COURSEMATE!

u e T L T B e L :"_'.___.:_.._. i | e el .-.-'._._ e g S L e T
The more you study, the better the results. Cenc age Laarming's Management

il R L . ; g [ W e o uirwd. = S e T P ey T o L
OLrse Viate llr__:_';::-._-__:_:- VOU make tne most of your st :|_.'-_:’::-'¢_:.';|!_'.'::.|_'_ '.:'-L"'".'“":::Ii:'.::-!':!:!_!i‘

g e S L B L) DN L e e s gl
evernyining you neea 1o succeeqa In one place.

ad course materials including Course Mate, please visic
mmﬁﬂ__ Ilu'lli'h.:ul'l Ar l:he CengageBrain.com home age, enter the ISBN oE:
| rmg,th:- s:an;h bmr ;u_t_,tlw top nl-'thn
i

o PILR. Y P O N s S N
Copamiphn WUE Coreg mpr | aamag Al Il'm Remroad His mow b dopird, ol 1 deplcad, (8wl of ofi pan . T uns bwsss ngrhe, <ismd iand ramy cranedl My b lmﬂ“ﬂﬂi‘l‘r.ﬂhﬁl‘hl{.rﬁp
Bl el oy ww b s baw el lm gy suppemasesd g vmsent ckas g el e vhe syersl emmg psper b pae. Coagoe Lesrsrg s ile gl o nie p sl pensd copses @ e | spfes e o i e s e i




This is an eleciwonic version of the ool restbook. Dae o clectmmie vights resivictions, somée thivd pany conlenl oway be suppressed.
Editnrul review has desmed that any suppressed content does ned materialby affect the overall lesrsing experience.

The publisher reserves the right 1o remove content fram this title of any i@me of subseguent rights restrictions reguire it

For valuable inlormuutson on pricing, previous editions, changes 1o current editions, wned allernaie formats,

please visit wyww ceazazecomibighered do scarch by ISBM#&, authos, tike, or keyword for misterials i your arcas of inierest

Logaripfa 2oL iy Loaming 0 Baghas Redovsd Fip opd e oo jard, motawed . of B sl mi=%oks o0 o0 pin. Dk woborcic nglin, i Bl Jar e s B pijgiiasd ol cled o oies ol ligiciie

e il e o il s e | e il b i a e B ] by i s sipeye D e e e B gt i o ] oo i e i s b gl D L e b e 1



SOUTH-WESTERN

L& CEMGAGE Learning

Fundamentals of Management,
Sixth Edition

Ricky W, Griffin

£ 20T, 2008 South-Western, Cengage Learning

ALL RIGHTS RESERVED. Mo part of this waork covered by the copyright
hersin may be reproduced, transmitted, stored ar used in any form

of by any means graphic, electrenic, or mechanical, including but not
limited 1o photocopying, recording, scanning, digitizing, Laping, Web
distribution, infarmation networks, or infarmation sterage and retrieval

Vice President of Editorial, Business:
Jack W Calliaun

Fublisher; Melissa Acuna

Executive Editor: Scott Person
LSenior Developmental Editor: Julia Chase
Senior Editerial Assistant: Buth Belanger

Senicr Marketing Communications
ranager [im Owerly

darkeling Coondinator: Julia Tucker
tarketing Director; Clint Kemen

Content Project Management:
FrefediaGlobal

Media Editor: Rob Ellington

Manufacturing Coordinator:
Kliranda Klapper

Print Buyer: Arethea Thanuas

Production Service/Compositar:
PFretdediaGlabal

Senlor Arl Director: Tippy Molntosh
Internal Design: PrefMediaGlobal

Cover Designer: Fed Hangar Design LLC
Cover Image: © William Manning/Corbis
Fhotagraphy Marager: Joha Hill

Photo Researcher: PrefedlaGlabal

Printed in Canada
1234567131201 10

opari g M0 Carg agee | pamong. Al Siphe B sroasd, Hey s n ogetd wcmssed] o7 Seplicas= i0 & ol oF on i, Thead mealeerson rghd s imnld padmy commeil gy e aggresaed v by o8 b Saedi T higmei g
Fativaipl man ovw s sleamasd fig ey gppegsasl qomtent ohas ger pppsrnlls @es s meral Earag veper e, Degpage B pariing rassps e pghs somap o g gl gl oo @ s e ) g pesH gl penk s e

systems, except as permitted under Section 157 or 108 of the 1976
United States Copyright Act, without the prior weittzn permission of
the publisher.

For preduct information and technology assistance, contast ws sl
Cenpage Learning Customer & 5a les Support 1-800-354-37 06
For permissian Lo use materizl fram this text or B ndiict,
submilt all reguests online al cengape.comfpermissinns
Further pemmissions questlons can be smal lad tn
pormicsioRrequest® congago. Ccom

Cangage Learning WebTutor™ is a Urademark of Cengage Learing.
Library of Congress Contro! NMumber: 2010936308

ISEN-13: 978-0-538- 478755

ISBM-10; O-538-47875-G

South-Westerm Cengage Learning
51 Matarp Boulevard

Mason, OH ASCA0

LiSA,

Cengape Learning products ane represented in Canada by
Melson Education, Ltd.

For your course and learning solutions, visit academic.cengage.com

Furchase amy of our products at your local college store or at ouwr
preferred online store www.cenpapebr ain.com



PART 1 An Introduction to Management

Bt cmi gl my ww b b mad i gy supyessd o nesesd day g rl.rllnllll mhﬁﬂtmlrmbn Coapye Learvirg rasnag: she g somp s p adlpmsl comes @ s jime ] o b e o i e e g i

I Understanding the Manager's Job I

2 The Environments of Organizations and Managers 3l
PART 2 Planning

3 Planning and Stategic Management 6l

+  Managing Decision Making 93

3 Entreprencurship and New Venture Management 121
PART 3 Organizing

6 Oreanization Structure and Design 153

7 U:;;nniznliun Clmn;_r:‘: and Innovation 187

4 Managing Human Resonrees in Organizations 121
PART 4  leading

9 Basic Elements of Individual Behavier in QOrganizations 257
I Managing Emplovee Motivation and Perlormance 291
Il Leadership and Influence Processes 3127
12 Communication in Organizations 36l
13 Managing Work Groops and Teams 391
PART 5  Controlling
14 Basic Elemients of Control 423
15 Managing Operations, Quality, and Productivity 457
v

Copami i LR G o s Mll"m" d s ih i o W i 10wl o o pan. Thast s b wwses, nfhs, umhrﬁmm-uhmiﬂmiuﬂu}nﬂhlmt_‘mp iren



Preface xiii

PART 1 AN INTRODUCTION TO MANAGEMENT

1 Understanding the Manager’s Job

An Introduction o Management 3
kinds of Managers 4
Basic Management Functions 6
Fundamental Management Skills 7

The Sciemce and the Art of Management 9

The Evalution of Management 10

The Tmpartance of Theory and
History 10

The Historical Context of Management 11
The Chassical Management Perspective 12

The Behavioral Management Perspective 14

The Quanhitative AManagement
Perspective 17

Contemporary Management Perspectives 18
The Systerns Perspective 15
The Contingency Perspective 19
Contempomry Management ksues and Challenges 20

Summary of Learning Objectives and Key Points 23
Discussion Gluestions 24

Building Effective Time Management Skills 25
Building Effeclive Decision-Making Skills 25

Skills Selk-Assassmant Instrument 28

E:qparian’riu! Exercise 27

CHAPTER CLOSING CASE: Jumpin’ Jack Flash 28
YOU MAKE THE CALL: In Search of Google 29

2 The Environments of Organizations and Managers 31

The Organization's Environments 33
The Generd Environment 34
The Task Environment 36
The Internal Environment 35

The Ethical and Social Environment of

Mnnngumun'r 40
Incividual Ethics in Crgamzations )
Emerging Ethical lsues 42

Social Responsihility in Crganizations 43

Managing Social Responsibility 45

Copari i LR O o s Al Righs B d s e Coeid

The International Environment of Monagement 46
Trends in International Business 46
Levels of lnternational Business Activiky 47
The Contest of Intemational Busimess 45
The Organization's Cullure 52
The Importance of Organization Culture 52
Dreterminants of Organization Culture 52
Managing Organization Cuolture 53
Summary of learning Objectives and Key Paints 53
Discussion Gluestions 54

) Y L ik, L
&, v daphicawsd, 15wl of o pan. Thast o é b aveed rathe, <iae Ind ey craneal s B aoppyesed fromole i ek redbied 8 I BT H

Bl el my ww b b mad i gy suppeasesd o esend dkmy g sl e ke eyerdl] lemm g psper b pae Coapope Lesrsng s ile gl soomns p sl sl copses @ mn ee | spfes e o i nensrsss regues i



Wi Comtanls

Building ERective Interpersonal Skills 55
Building Effective Communication Skills 56
Skills SellAssessment Instrument 56

Experiential Exercise 57

PART 2 PLANNING

CHAPTER CLOSING CASE: Is Fair Trade
Really Fairg 58

YOU MAKE THE CALL: Competition Can
Hurt . . . or Hulpl 59

3 Planning and Strategic Management 61

F'Inl'm|n9 and Grgnnlzuﬁunul Goals 65
Oganizational Goals 63
Kinds of Organizational Plans 67

The Mature of Strategic Management 67
The Components of Strategy 67
Types of Strategic Alternatives 6f

Using SWOT Analysis to Farmulate Strategy 68
Evaluating an Organization’s Strengths 65
Evaluating an Organization’s Weaknesses 6U
Evaluating an Organization's Opportunities

and Threats 70

Formulating Business-level Strategies 72
Porter’s Generic Strategies 72
Strategies Based on the Product Lile Cycle 73

Formulating Corporate-level Strategies 74
single-Froduct Strategy 74
Related Diversification 75

Unrelated Diversification 75

4 Managing Decision Making

The Mature of Decision Making 96
Decision Making Defined 97
Types of Decisions 97
Decision-Making Conditions 28
Rational Perspectives on Decision Making 101
The Classical Model of Decision Making 101
Steps in Rational Decision Making 102
Behaviaral Aspects of Declsion Making 106
The Administrative Model 106
Folitical Forces in Dectsion Making 107

Intwition and Escalation of Conmnitient 108

Copamighn Y-S Cargage 1 g Al Righe B d M Lo )

Tactical Planning 79
Developing Tactical Plans 7%
Executing Tactical Plans 60
Operational Planning 80
Single-Llse Plans 50
Standing Mlans 51
Contingency Planning and Crisis Management 52

Summary of learning Objectives aond Key Points 84
Discussion Glueslions 8o
Building Effective Decision-Making Skills 8¢

Building Effective Communication and
Interpersonal Skills 87

Skills Self-Assessment Instrument B8

Experiential Exercise B8

CHAPTER CLOSING CASE: Thinking Outside
the Big Box BY

YOU MAKE THE CALL: Recent
Developments in Games Theory 92

93

Risk Propensity and Decision Making 100
Ethics and Decision Making 104
Group and Team Decision Making in
Crganizations 110
Forms of Group and Team Decision Making 110
Advantages of Group and Team Decision Making 111
Disadvantages of Group and Team Decision
Making 112
Managing Group and Team Decision-Making
Processes 112

Summary of Learning Gbiul:ﬁvus and Key Points 113

i, wEed W dsplicned (5 A Roks oF inpEn . Thed Fod bbewsies rafle, i e nd padTe oraneid M B e aed droin e ol ok iieliar s Thigesen b
Fbiemipl my e b ihew mad dim gy suppee el g osesi kmy g el e e everdl Bemag e e e Coapyge L panng me e il ghn s n e p sl panal corses @ m ime || e o g i ren st e i



Discussion Questions 114

Building Effective Conceptual Skills 114
Building Effective Technical Skills 115
Skills Self-Assessment Instrument 1146

5 Entrepreneurship and New Venture Management

The Nature of Entrepreneurship 124

The Role of Entrepreneurship in Society 125
[ob Creation 125
lnewation 127

lmportance o Big Business 129

Strategy for Entrepreneurial Organizations 129
Choosing an Industry 129
Emphasizing Distinctive Competencies 133
Writing a Business Plan 134
Entreprencurship and International Management 135
Structure of Entrepreneurial Qrganizations 135
Starting the New Bisiness | 36
Financing the New Business 137
Sourees of Management Adviee 139
Franchising 141

PART 3 ORGANIZING

C:-nunlacF Wi
Experiential Exercise 116

CHAPTER CLOSING CASE: The Arf and
Science of Decision Making 117

YOU MAKE THE CALL: Citi ODs on CDOs 119

121

The Performance of Entrepreneurial
Organizations 142

Trends in Small-Business Start-ups 142
Reasons for Failure 144
Reasons for Success 143

Summary of learning Objectives and Key Points 146
Discussion Questions 146

Building Effective Diagnostic Skills 147

Building Effective Conceptual Skills 148

Skills Self-Assessment Instrument 148

Experiential Exercise 149

CHAPTER CLOSING CASE: JetBlue
Capitalizes on the Entrepreneurial Spirit 150

YOU MAKE THE CALL: Focebook Faces the
Problem of Booking Revenves 152

6 Organization Structure and Design

The Basic Elements of Organizing 157
Jeh Specialization 157
Grouping Jobs: Departmentalization 162
Establishing Reparting Relationships 163
Distnbuting Authority 164
Coordinating Activitics 165

The Bureaucralic Model of Crganizalion
Design 167

Sitvational Influences on Organization
Design 168
Core Technolozy 165
Environment 169
Chirganiralional Size and Life Cyele 170

Copamigh Y8 Cargage 1 g Al Bighu B d M I oy

153

Basic Forms of Crganization Design 171
Functional (L) Form) Design 171
Conglomerate {H Form) Design 172
Drivisional (Al Form) Design 173
Matrix Design 173
Hybrid Dresigns 176

Emerging lssues in Organization Design 176
The Team Organization 176
The Virtual Organization 176
The Learning Organization 177

Summary of learning Objectives and
Key Points 178

i, wwaed W dsplicned 15 A Roks oF inpan . Thed Fod bbewosiss rafle, i B nf Py oraned | B e aed droen e ol ok iieliar s Thigesei b
Fbirmipl ms e ban ihew masd dim gy suppereesd g osesi dkmy g el fiben e serdl Bemag e e e Conpyge L panng ms e ibe ghn s n e p sl panal corses @ m ine || s 0 g i ren st e i



Wil Contanls

Discussion Guestions 178

Building Effective Concepiual Skills 179
Building Effective Technical Skills 180
Skills Self-Assessment Instrument 180

Experiential Exercise 182

CHAFTER CLOSING CASE: eBay Bids for
Structured Change 183

YOU MAKE THE CALL: Promating Brand
Loyalty at A&F 186

7 Organization Change and Innovation 187

The Mature of Organization Change 191
Forces for Change 191
Planned versus Heactive Change 192

Managing Change in Organizalions 193
Hr:-]:-.. m fhe 1’.:||'.|||;|5:' Progess 1493
Undestanding Resistance lo Change 194
Orvercoming Resistance ta Change |96

Areas of Organization Change 197
Changing Crrganization Strocture and Design 197
Changing Technology and Operations 197
Changing People, Attitudes, and Behaviors 200
Changing Business Processes 2IH)
Chganization Development 202

Crganizational Innovation 204
The lnovation Proces 205

Forms of Innovation 207

The Faillure 1o lnnovate 208
]"r::-mutj:n,n; Liirovation in Gr’,l;u.l:l.i.i'.iltll::llh 0k

Summary of learning Objectives and

Key Points 211
Discussion Gluestions 212
Enui|ding Effective DachiunMang Skills 213
Building Effective Diagnostic Skills 213
Skills Self-Assessment Instrument 214
Experiential Exercise 215

CHAPTER CLOSING CASE: Cultivating
Innovalion at IKEA 214

YOU MAKE THE CALL: The Science of the Deal 219

8 Managing Human Resources in Organizations 221

The Environmental Confext of HRM 224
The Strategic Importance of HRM 224
The I.-\L'.l_'lill Environment of HEM 225
Labor Relations 227

Affracting Human Resources 228
Human Resonrce Planning 225
Recruiting Human Resources 232
Seleching Human Resonrces 233

Developing Human Resources 234
Training and Development 254
Performance Appraisal 235
Performance Feedback 235

Maintaining Human Resources 238
Dretermining Compensation 239
Determining Benefits 240

Copamighn JME Carg age Daamag Al Highe Bewroed M sm be el o eeed @ deplicnsS 10 ol of inpam . Thed wnd Bowosies refles | <im0 nd padTy oraedd ey be oapgres asd from e ol ocdc tiwliar s Thigesen b
Fbivmipl ms ww b ihiw mad dim gy suppeeesd g oosesi dkmy g el fibeo e everd] Bemag e e e Coapyge L panng ms e il gl somn e p sl penl corses @ m i ime || s 0 gl i ren st e i

Managing Workforce Diversity 241
The Meaning of Diversity 241
The Illlp.lr.'1 of Dhis |:n-i|._'. 41
Managing Diversity in Organizations 242
Managing Laber Relations 243
How Employees Form Unions 243
Collective Bargaining 245
Mew Challenges in the Changing Workplace 246
Managing knowledge Workers 246
{-.ullling_q,'ll.t .;||:||,| Tq'||||‘5-c ATy 1i1|..l:ll;'L:\,'|‘\ 2'”
Summary of learning Objectives and
Key Points 248
Discussion Gluestions 247

Building Effective Decision-Making Skills 250



Canlanls (:F i

E-ui|-|:|in5 Effective Technical Skills 250 CHAFPTER CLOSING CASE: “Still Better Of
Skills Sell-Assessment Instrument 251 Than Most” 253
Experiential Exercise 252 YOU MAKE THE CALL: The Temptations of
Turnping 256
PART 4 LEADING
9 Basic Elements of Individual Behavior in Organizations 257
Understanding Individuals in Crganizations 261 Types of Workplace Behavior 280
The Psvelwlogical Contract 261 Perfornmance Beluaviors 250
The Person=[oh Fit 262 Withelrawal Behaviors 2500
The Nature of Individial Dhiferences 262 Chrganizational Citizenship 251
Personality and Individual Behavior 264 Drsfunetional Behavior 251
The “Big Five” Personalily Traits 264 Summary of learning Objectives and
The Myers-Briggs Framework 266 Key Points 282
';:”ll.l:’l' IJt'htJ“i-'I]“}' .lll'..-llt'ﬁ Rl |||I||Il:|'|k Eﬁlﬁ Disqussinn GL‘EE‘HEHE E‘EE
Emotional Intelligence 268 Building Effective Interpersanal Skills 284

Altitludes and Individual Behaviar 269
Work-Related Adtibudes 2659

Alfect and Mood in Organizations 270

Building Effective Time Management Skills 284
Skills Self-Assessment Instrument 285

Perception and Individual Behavior 271 Experiential Exercise 285

Basic Perceptial Processes 271 CHAPTER CLOSING CASE: Boing Steve Jobs 286
Perception and Atribution 272 YOU MAKE THE CALL: Is Your Boss
Stress and Individual Behavior 273 Superficially Charming, Insincere, and

Ll:ll:l!:ing in Empathy® 288

Causes and Consequences of Stress 274
Managing Stress 270
Creativity in Organizalions 277
The Creative Individual 277
The Creative Process 275

Enhancing Creativily in Organizalions 279

10 Managing Employee Motivation and Performance 291
Content Perspectivas on Motivation 294 Reinforcement Perspectives on Motivation 305
The Needs Hierarchy Approach 296 Kinds of Reanforeement in Organizations 305
The Two-Factor Theory 298 Providing Reinforeeimwent in Qrganizations 300
Flividual Human Needs 209 Popular Mativational Strategies 307
Process Perspectives on Mofivation 299 Empowerment and Participation 307
Expectancy Theory 300 Altermnative Forms of Work Arrangements 307
Equity Theory 303 Using Reward Systems lo Motivate Performance 309
Goal-Setting Theary 303 Merit Reward Systems 30

Incentive Reward Systems 300

Copami g JME Carg age Daamag Al Highe Bewroed M 5w re el o weed W doplicnsS 10 ol of inpam . Thed wnd Bowosiss refles | im0 nd padTe cranedd mey b oapgres aed drom e ol ocdc tiwliar s Thigmsen b
Febirmipl ms e b ihew mad dim gy suppeeesd g ooseni dhmy g el fdiben e sverdl Bemag e e s Coapyge L panng me e il ghnsomn e p sl panal corses @ m ine || s o g i ren st e i



=il Camtanls

E:pa riential Exercise 452

CHAPTER CLOSING CASE: Dell Does
Damage Control 453

15 Managing Operations, Quality, and Productivity

The Mature of Operations Management 460
The Importance of Operations 460
AManufacturing and Production Operations 461
Service Operations 462

¥

Tlae Bl |||-{J|:|¢.'ru1j1:|:|:h T []:I'L-;_:ﬂ1li?'.|li1l1|'.l| HtI:I.tL'[_D. A0

Designing Operations Systems 4462
Determining the Product-Service Mix 462
{f.ap::l:'ih‘ Dhecisions 463
Facilities Decisions 463

Organizational Technologies 465
AManufacturing Technology 465
Service Technology 4638

Implementing Operations Systems Through
Supply Chain Management 4569
Operations Management as Control 68
Purchasing Management 470
Inventory Management 470

Managing Total G‘uulil}r 471
The Meaning of Quality 472
Tl |||'||.'|-|.|:|'I."||'|.L'E' ol E:l:ﬂli} 472

APPENDIX

YOU MAKE THE CALL: Facets of Jomie
Dimon's Control Siralegy at J.P. Morgan
Chase 456

457

Tatal ';:_]Ll.lliI}. :'l.iall.ugr_':lm:lﬂ 473
i | L]:"J Tew :-l.'.' .H|I1.| '|'t'|.']||||4.|l||-r."-: 475
Managing Productivity 478
The Meaning of Produetivity 479
The lmportance of Productivity 450
Produetivity Trends 450
Productivity 450
Summary of learning Objectives and
Key Points 482
Discussion Gluestions 483
Building Effective Communication Skills 483
Building Effective Diognostic Skills 484
Skills Self-Assessment Instrument 485

Experiential Exercise 484

CHAPTER CLOSING CASE: Amazen
Rekindles Its Flair for Technology 486

A Mew IDEC in Hotel Quality 488

Interpretations of Skills Self-Assessment Instruments

MNotes
Name Index
Organization and Product Index

Subject Index

489

499
515
317
521

Copemi g I8 Carg age Daamag Al Highe Bewroed Me 5w b oopeid, w0 paed w0 doplicnsd i0 aiols of inpan . Thed wnd Bowoies reples | i @ nd padTe onaesd mey b oappres asd from e ol ocdc iiwliar s Thigesen b
b rmipl sy e b dbew mad dm gy suppere el g rosesi dhme g el b e everdl] BEmag meper e s Coapyge Leanng ms e i ghn somen e p sl panal corses @ m ime || s ol ren o e i



Over the last five decades, hundreds of books have been written for introductory
management courses. As the body of material comprising the theory, research, and practice
of management has grown and expanded, textbook authors have continued to mirror this
EXPAN S0 of material in their books. Writers have understood the impattance -n-l'-;.-idﬂiug
new material pertinent to traditional topics, such as planning and organizing, while
simultaneously adding coverage of emerging new topics, such as diversity and information
technology. As a bvproduct of this trend, our general survey testbooks have grown longer
and longer, making it increasingly difficult 1o cover all the material in one course.

Another emerging trend in management education is a new focus on teaching in
a broader context. That is, introductory management courses are increasingly being
taught with less emphasis on theory alone and more emphasis on application of concepts.
1:.:||:.}L|:n.g students how to :ip]}h management concepts 51.1}:.r_.':~1f11]|\ often imvolves
focusing more an skills development and the liinan side of the organization. This rend
requires that textbooks cover theoretical concepts within a flexible frmework that enalbles
mstructors to make use of interactive tools such as case studies, exercises, and projects. [t
also dictates thal a text be as relevant to students as possible. Hence, while this book
draws examples and cases from older large firms like Ford, IBM, and Nestle, it also makes
extensive use of newer finms such as Google, Abercrombic & Fitch, Facebook, Starbucks,
Urban Outhitters, and others.

T'his texthook represents a 5}':|Ihr_'ij5. of these trends boward a more |:|1uniq{:u|_:lr: aned
practical approach. By combining concise text discussion, standard pedagogical tools,
lively and current content, an emphasis oo erganizational behavier, and exciting skills-
development materials, Fundamentals of Managenent answers the need for a new
approach to management edueation, This book provides almost limitless Hexibility,
a solid [oundation of knowledge-based material, and an action-oriented learning
dimension unigue in the leld. ndeed, alimost a hall million shulents were introduced to
the field of management using the first five editions of this book. This sixth edition builds
solidly on the successes of the carlicr edilions.

ORGANIZATION OF THE BOOK

AMost management instruclors today ::ri_,aul:.rt* their course around the traditional
munagement functions of planning, organizing, leading, and controlling, Fundamentals
af Management uses these funclions as ils organizing hamework. The book consists of
five parts, with fifteen chapters,

Part One introduces management through two chapters. Chapter 1 provides a basic
overview al the management process in organizations, and Chapter 2 introduces students
to the environment of ma nagement. Part Two covers the first hasic marigement function,
planning. Chapter 3 mtroduces the lundamental concepts of planning and discusses

x i
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strategic mamagement. Managerial decision making s Fie lepie of Chapter . Finally,
Chapter 5 covers entreprencurship and the management of new venbures.

The second basic management function, arganizing, 15 the subject of Part Three. In
Chapter 6 the fundamental concepts of erganization shucture and design are introduced
and discossed, Chapler 7 ~.-~.|-Inn.-.~. arganization change and 'il|'l_:.-llli.-'H|ilillli:|| TN THA LATUS LD
Chapter 8 s devoted te the management of human resources.

Many instractors and managers Beliove that the thivd basic management Tanction,
leading, is espectally impordant in contemporary organizations, Thus Fart Four consists
of live chapters devoted te this management function. Basie concepis and processes
assciated with individoal Lelavior are introdoced and diseussed in Chapter 9. Fanploves
mativation 15 the subject of Chapter WL Chapter L examines leadership and mfluence
processes in organizations, Communication i organications s the topic of Chapter 12
The management of gronups and teams is covered in Chapter 13,

The feurth management function, contralling, s the subjeet of Part Five, Chapier 14
mtrodoces the ndamente] concepts amd ssoes associated with manazement of the control
process. A speoial area of control loday, maraging for total quality, is disenssed in Chapler 15.

SKILLS-FOCUSED PEDAGOGICAL FEATURES

With ths kext, it has been ]‘li).':-.‘iil]ll’.' to address new dimensions of munagement education
withoot crealing a book so long that it s unwicld. Specilically, cach chapler is Tollowed
by an exeiting sel of skills-hased exercises. These resources have been created to bring an
active and a behaviora] onentation to management education by requirmg shedents to solve
pralilems, make decisions, respond to situations, and work o groups. Tnoshern, these imaterials
simwlate many obthe dav-toaday challenges and apportunities that real managers face.

Among these skills-based excreises are two different Building Effective SElls orsanized
around the set of basic management skills infrodoced in Chapter 1 The SEills Self-
Assessenent [nstrument exercise helps readers leam somcthing abouot their own approach
to management, Finally, an Experientiol Exercise provides additional action-oriented
learning apportundties, wsnally in a greup seiling

Mew Lo the sisth edition, cach chapler also containg a boxed feature entitled Towugel:
Times, Tough Choices or Ethics in Action. These featores are intemded to depart briefly
trom the How of the chapter ko highlight or extend especially interesting or cimerging
posints anel Bssues related to the tough decisions managers must make io tedavs business
climate or to ethical questions that confront menagers today,

Tev addedition Lo e encd-of-th u-r_‘huph'r Cxereises, overy chapler e ludes miportanl
standand pedagogy: learning abjectives, a chapter outline, an opening incident, key
terms, a sunmmary of key pomts, questions for review, questions for analvsis, and an end-ot

chapter case with questions.

CHANGES TO THE SIXTH EDITION

The sixth edition of Fundamentals of A Tanggemend retamas the same basic structore aned
format as the previous edition. However, withm thal framework the content of the book
has been tharoughly revised and updated. The following changes are illustrative al the
mew material that has been added
(1} New topical coverage includes details and references to bath domestic and
global econmic conditions. When the previeos edition was |1u.|:|]i-]u't|, thie
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global cconcmic climate was still fvorable. Bul as evervone now knows, the
eeonamy began to decline in 2008 and by 2008 was in full recession. By 2010
the economy had begun to stabilize but was still both shoggish and emratic, The
illl|1|i{“u|!i|,‘|l|§. anid iIIIIJ..jL"I ol these economic |||l|'.'ll|;_11i|._|-'||:: APE T irl'll’.',l_l:r.uh'r|
thrcughout the book.

(2} Sinee the last edition several new management technigues have been miro-
duced. One of these, for cxample, is the Bered work Toree where existing workers
are paid at a b i,r_:h{-T rate than newly hired ones, These new technigues are dis-
cussed m several locations o the book

(3} The latest research fndings regarding globalization, stralegic management, orga-
nizing, motivation, leadership, and contral have been meorparated into the text
andd referenced at the end of the book,

i) Al of the cases and boxed ingerts are new to this edition of Funddamentals of
Management. They reflect a wide varichy of organizations and illustzate both sue-
cessful and less snceessful practices and decisions,

i3 As noled earlier, this book features a nich and diverse array of -:'r1c:|--:||-L'||'.|]:1L'T
materials to Gcilitate both Tearning and skill development. For this edition over
bwethirds of this material have been replaced or substantially revised
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howevar, the duo seems to excel in several managerial
areas. First, Brin and Page remain in the forefront of
Google's search lor technolagical innovations, They be-
ligve in the power of mathematics and have developed
unigue algorithms for just about every form of activity in
the firm. One of the most successful is an algarithm for
auctioning adverlising placements that ansuras the high-
est possible prices.

Brin and Page hove alsc been remarkabby successhul
in atiracting talented and creative employees and then
providing them with o werk environment and culture thet
foster the kind of productivity and innovation for which
they were hired. Al least hall of oll Google employess
are scientisls and enginears, Many are recruiled from
the couniry's top engineering schools, while olhers “win”
jobs by performing well in enline pregrameing contests.
Googlers work in small, flexible, selldirected teams, and
the company’s website reinforces the casval aimosphere:
"Work ond play,” occording to Google, "ore not mutu-
dly exclusive. It is possible 1o code and pass the puck o
the same fime." Employees are fres 1o devote 20 percent
of the workday 1o pursuing personal projects, and mony
of Google's most innovative ideas have sprung from this
policy of enlightenad seltinterest. Pay for performance is
siandard, ond compensation is relatively high. (Brin ond
Poge reward themselves with § 1 a year in sakary, with
no bonuses, stock, or options.]

Finally, although the founders avoid formal strate-
gic planning, they've managed to diversify extensivaly
through acquisitions and key alliances. Typically,

CHAPTER 1 Understanding the Manager's Jab dﬁ 3

Google absorbs an acquired firm and then improves on
its technology, thereby odding variery ko its own online
offerings. Recent acquisifions include YouTube, a leader
in online video sharing 120046]; Postini, a leader in
communications security products (2007); and Double-
Click, a leader in online adverising services [2008].
Stategie aliances include those with forgign onling ser
vice praviders that affer Google searches on their sifes.

For the fuiure, Google plans on doing more of the
same, competing head 1o head with financial service
providers for stock information and with iTunes for music
and videos. Also commibed o the inhouse development
ol new leatures and services, Google spent $2.1 bil
lion on research and development [RED] in 2007 |lup
from $1.2 Lillion in 2006 and another $1 billion to ac-
quire new infarmatian technology (IT) assels. Innovalions
in the works include an automated univarsal languoge
iranslator for ianslating documents from any languoge
into amy other languoge ond personclized home pages
for allowing users 1o dasign aulomatic searches and dis-
plary the resulis in personal “newspapers.”

If there's anything else on the diowing board, no
body knows for sure. In foct, oubsiders —nofably poten-
fial investors—aoften criticize Google for being o “bleck
box”™ when they want a few more datails about 1opics
of invesfor intarest such as longrange strategy. “We
don't talk about our swategy,” explains Page, *. . | be
cause it's strategic. | would rather have people think
we're confused than let our compelitors know what
we'le going lo do.”!

This boaok is aboul managers like Sergey Brin and Larry Page and the work they do. Tn
this chapter, we examine the general nature of management, ils dimensions, and its
chillenges. We ex plaill the basic concepls of imanagemcnt and managers, discuss the
nianagement process, and sunomarize the origins of contemporan management thought.
We conclude this chapter by introducing critical challenges and issues that managers are

facing now and will continue to encounter in the fulure,

AN INTRODUCTION TO MANAGEMENT

An ﬂlﬁllllll".;ll'irll'l i.*.:agn;mp Hf]‘.lt:ﬂ]]]l.‘ Wi rl:ing |'[kgl:‘ﬂ'| et in a struehired and coordinated fashion
to achicve a sct of goals, which wmay include profit (Starbucks Corporation), the discovery of
knowledge (University of Missouri), national defense (the LLS. Annv), the coordination of

organization

A goap of peogle working sogethes
in o srecheed ond coonfingted
Fasdicn o pchieve o sef of gooks

various local charities (United Way of Amenica), or social sabisfaction (a sorority ).
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management

A sat of aceivifias (inclading ploming
ond decizion moking, ergonizieg,
keading, and cantmaling) diected ar
on egarization's sesounces (rumon,
Enarcil, physicel, ond infammation),
with th aim of achisving
ergoaizatianal geoks i an effient
and eSetlve merne

manager
Somaons whose primeny
rsporaibikty is %o comy out the
MaNogAMENt pIoess
efficient

Using respurces wisely in g it
elfactive way

effective

Making thw right detizions ond
syccestfly implementieg them

Fiqure 1.1

Kinds of Managers by
Level and Area

Organizations generalks
have tree levels of
menagemen), raprasented
by lop mamagers, midalk
maonagers, and firstine
managers. Regardiess of
vl managens are also
vzuelly amocicfed with

a specific avec within

e argonizokian, such
ai mnr‘:m’mg_ fl'nnm;-:_
aperatians, human
FeSOUTCEs, ammmisiaion,
or some oiher e,

An Intraduction jo Management

Managers are responsible for using the organization’s resources to help achieve
its goals. More precisely, management can be defined as a set of activities (including
planning and decision making, organizing, leading, and controlling) directed at an
organization’s resources (human, financial, physical, and information), with the aim of
achieving organizational goals in an efficient and effective manner. A manager, then,
15 someone whose primany responsibility is to carry out the management process. By
efficient, we mean vsing resources wisely, in a cost-clfective way. By effective, we mean
making the right decisions and successfully implementing them, In general, successful
otganizations are both efficient and effectne.®

Todavs managers face various interesting and challenging situations. The average
executive works G0 hours a week; has enormous demands Placn;'l:l on his or her time;
and laces increased complexities poscd by globalization, domestic competition,
governmen! regulation, shareholder pressure, and Intemetrelaled uncertainties. Their
job is complicated cven more by rapid changes, unexpected disruptions, and both minor
and major erises. The manager’s job is unpredictable and franght with challenges, but
it is also filled with opportunities to make a difference. Good managers can propel an
organization inlo unprecedented realms of success, whereas poor managers can devastale
even the strongest of organizations.’

Kinds of Managers

Many different Kinds of managers work in organizations teday, Figure 1.1 shows how various
kinuds of managers within an organization can be differentiated by level and by arca.

Levels of Management

Top managers

Middle managers

Flrst-line managers

. f&? &
&

zﬁb‘g ) ,;\@&B & ﬁ‘?
. cf @fb& r &

Areas of Management
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LE\F-EIS ﬂf M-HI"IHQEI‘I"IEHI Ovine wav 1o {“|u55.i|il. NEANAECTS o berms of thetr level incthe
argamizalion. Tog meanagers wake up the relatively siall group ol esecutives who manage
the everall erganization. Titles found in this gronp mchade president, viee presulent,
and chiel executive oflicer (CEOL Top managers create the organization’s zeals,
averall strategy, and operating palicies. Thev also officially represent the organization
to the external environment by meeting with government ofhicials, executaves of other
arganizations, ad so forl,

Howard Schulte, CEOY of Starbucks, s a top manager, as s Deidra Wager, the hnm's
cxccuiive vice president, Likewise, Sereey Brain. Larry Paze, and Alan MMualallv are alse top
mianagers. The job ofa lop manages is Likely to be complexand varied. Top manages imake
decisions about activitics such as acquiring other companies, investing in K& 12, entering
or dbandoning various markels, and builidmg new plants and office facilities, They often
work long heurs and spend mach of their bime in mectings or on the telephone, ln mosl
cases, op manapers are also very well paid. Lo fact, the elite top managers of very large
firms semetanes make several million dollars @ vear in salary, bonuses, and stock. ¥ In
20008 B ]:Id;l.'] il RO, Alan "11I||..'i_1|:1., 52 K in salary, He alzao carmed 51,048,590
in other compensation and $14,641,831 in stock and option awards.’

Aliddle management is probably the largest group of managers in maost organizations
Caommaon middle-management tilles include plant manager, aperations manager, and
division heard. Middle managess are primarily responsibile for implementing the pelicies
and plans developed by top managers and for supervising and coordmating the activibies
of lowerlevel managers.” Jason Hemander, a regional manager at Starbucks responsible
tor the firm's operations in three castern states, is a niddle manager.

Frst-fine manapers .5L1|J-L'I1'i:~.1: ant coordinate the activities of operating emplovees
Canmnon Hitles Tor firs-line mavagers are supervisor, coordinator, and office manager
Positions like these are often the first held by emeplovecs whe enter management from the
ranks of operatme pessonncl. Wayne Maowell and Jenny Waener, managers of Starbocks
eoffee shops in Texas, are firsst-line managers, They oversee the das-to-day cperations of
their respoctine stores, hire rperabing L'Il]|}|.1:l:l-L"|'.'.'|. to staff them, and handle ather routine
adlministrative duties required of them by the parent corporation. In contrast fo bop and
|1|i|!'||'|||’.' N EETS, :Ii'ﬁt-]-llll: (LHTTHELE ¢ I‘_\ Lril’;;_l”l. 5.1:||';I||.'] il |.u|'1_-||:_' l,rfl::llll:ﬂ:;l:lll |::|| 1|11'_-ir |i||1|_‘:
supenvising the work of their subordinates,

Managing in Different Areas of the Organization Regardless of their
level, managers may work in various areas within an organzation. Inany given firm, for
example, these areas may melede marketing, financial, operations, homan resonrces,
adlministrative, and others.

Marketing managers work in areas related to the marketing function — getting
consumers and clients 1o buy the ofmanization’s |:I|:L:{|I:Il'.'h- or services { be they Nokia cell
phones, Ford aulomaobiles, Newsweek magazines, Associaled Press news reports, flights
on Southwest Airlines, ar cups of latte at Starhucks). | hese areas include new-product
development, promation, and distribution. Given the importance of marketing lor
virtually all erganizations, developing good managers in this area s enitical,

linanecial manages deal primarily with an organization’s financial resources. They are
respanaible for activities such as aceounting, cash management, and ivestments, In some
businesses, especially banking and insurance, fnancial managess are found in large numbers.

Olperalions managers are concerned with ereating and managing the systems that
ereate an organizatien’s products aml services, Tvpical responsibilities of operations
managers include prodoction control, inventory control, quality control, plant lavout,
andl sile selection
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Human resources managers are responsible for hiring and developing emplovees.
They are typically invalved in human resource planning, recruiting and selecting
mnplm ees, raining and development, designing compensation and benefit systems,
formulating performance appraisal systems, and discharging low-performing and problem
employees.

Administrative, or general, managers are not associated with any particular
management specialtyv. Probably the best example of an administrative management
position is that of a hospital or clinic administrator. Administrative managers tend to be
penetalists; they have some basic familianty with all functional areas of management
tather than specialized raining inany one area.”

Many organizations have specialized management positions in addition to those
already described. Public relations managers, for example, deal with the public and
media for firms such as Philip Morris and the Dow Chemical Company 1o protect and
enhance the image of their organizations. R& D managers coordinate the achivitics of
seientists and engineers working on scientific projects in organizations such as Monsanto
Company, NASA, and Merck & Company. lokeral consultants are used in orgamzations
such as Prudential Insurance o provide specialized expent advice to operating managers.
International operations are often coordinated by specialized managers in organizations
like Eli Lilly and Rockwell International. The number, nature, and importance of
these specialized wanagers vary tremendously from one organization to another. As
caontemporaty organizabions continue bo grow m complexity amd size, the number and
importance of such managers are also likely to increase.

Basic Management Functions

Regandless of level or arca, tnanagement invelves the four basic functions of |.1|'r.1I1I;|J'1|i;
and decision making, organizing, leading, and controlling. This book is organized around
these basic funchions, as shown in Figure 1.2

j gure 1.2 Planning and
The Manogement Process Decision Making
."l.-'l{_'rlqj_Hn:rrln-.ll tavalvas e Setting tl"-":lll'ﬂll':n'
brasic actvities— planning and tion's goals an
decision making, organizing, deciding how best
to achleve them

ieoding. and convoling.
Akhough hene is o basic lbegic
for describing Mese activifies
in #is sequence (o5 indicated
by the solidd o), mey
managers engage in mone
thon cne achvity of o dme
and offan move bock ond
fowth behvoan the achivities n
wprediciable woys (o5 shown

by the doted arows).
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Planning and Decision Making In its simplest form, planning means setting an
lfllg':ltliﬂ':lﬁlrlll.'l- gl:fl'.dlh- aiiel ilrtitlillg licwt Dot o achieve thein. Decision tn.'-lkirl.g, a part
of the planning process, invalves selecting a conrse of action from a set of alternatives.
Planning and decision making help maintain managerial effectiveness by serving as
guides for future activities. In other words, the organization’s goals and plans clearly help
managets know how to allocate their time and resources. Part Two of this text s devoted
o planning and decision-making activities and concepts.

Organizing Once a manager has st goals and developed a workable plan, the nest
management lunction is to organize people and the other resources necessary W carry
put the plan. Specifically, organizing invelves determining how activities and resources
arc to be grouped. Although some people equate this function with the creation of an
organization chart, we will see in Part Three that it is actually much maore,

Leading The third basic managerial function is leading. Some people consider leading to
be both the most important and the most challenging of all managerial activities. Leading
15 Ihe set of processes used to get members of the organization to work together to further
the interests of the organization. We cover the leading Tunction in detail in Fart Four,

Cnl"ll'rn-"il"lg The fmal phase of the management process is controlling, or monitering
the organization’s progress toward its goals. As the organization moves loward its goals,
managers must monitor progress to ensure that it is performing in such a way as to arrive
at its “destimation” at the appointed time, Part Five explores the control funchion.

Fundamental Management Skills

To carry out these management funchions most elfectively, managers rely on a number
of different fundamental management skills of which the most important are technical,
interpersonal, conceptual, diagnostic, communication, decision-making, and time
management skills,”

Technical Skills Technical skills arc necessary bo accmuplish ot understand the
specific kind of work done inan organization. Technical skills are especially important for
first-line managers. These managers spend much of their time raining their subordinates
and answering questions about work-related problems. They must know how te perfonn
the tasks assigned to those they supervise if they are to be effective managers. While Serpey
Brin and Larrv Page spend most of their time now dealing with strategic and management
issues, they also keep abreast of new and emerging technologies that may affect Google,

Interpersonal Skills Managers spend considerable time interacting with people
baoth inside and outside the organization. For obvious reasons, then, they also need
interpersonal skills— the ability te communicate with, understand, and motivate bath
idividuals and gronps. As & manager climbs the organizational ladder, lie or she st be
able to get along with subordinates, peers, and those at higher levels of the organization.
Because of the multitude of roles that managers must fulfill, a manager must also be able
to work with suppliers, customers, investors, and others eutside the organization.

Conceptual Skills Conceptual skills depend on the managers ability to think in the
abstract, Managers need the mental capacity to understand the overall workings of the
organizalion and ils enviromment, bo grasp how all the parts of the organization it together, and
to view the organization i a holistic manner, This ability allows them to think strategically, ko
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The Art of Management
Fven I[lllu,',;ln lidnagers may Iy 1o
be scientific as often as possible,
ey muost frequently make decisions
and solve problems on the basis of
mituition, experience, mskmct, and
personal insights. Relving heavily
on cenceptual, communication,
mterpersonal, and Hine managemen|
skills, for example, a manager may
have to decide among multiple
courses of action that look cgually
attractive. And even "objective
facts” may prove to be wrong.
When Starbucks was planning its
tirst store in New York Cily, markel
research clearly showed that New
Yorkers preferred drp coffee to
mare exolic cipresso-stvle coffees.
: After First installing more drip coffee
) makers and fewer espresso makers

FE
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Monagemean inviodves bolh ot ond science. For example, Stabucks IMGNEGErs {:

Hian in their other stores, managers

] 1 g I i - o,
retied headly an sciendiic oot when they planaed fair Bt stares in Mew :
J had to hackirack when the MNew

Yark, Bul fose dizta r:r."l.;\”.- tod #he frm (e rr.ls[.-r.l:g-r.' e coles H.l."\-I-:.r.:_q' sfos - . .
: i Pt A ; s : Yorkers lined up clamoring for
ol New Yomers, As o reswl!. Sharbucks nad Iz fasfiy alfer (45 menus-and instal . :
N . : : TS espressa. Slarbucks now introduces
neny equipment, Clearly, then, hord dote and facks moust be temperad with ;
a standard menu and lavout in all
its stores, regandless of presumed
miarket differences, and then makes necessary adjustments later, Thus, managers must blend

an element of intuition and personal insight with hard data and objective facts."?

inhutlion and persona) insighl

THE EVOLUTION OF MANAGEMENT

Most managers loday recognize the tmportance of history aod theory in their work. For
instance, knowing the origins of their organization and the kinds aof practices that have
ledl to success—or failure—can be an i|1:]ia|rl:||ha'|r|c tool i managmg the comemporary
organization. Thus, in our next section, we brielly trace the history of management
thought. Then we move forward to the present day by introducing contemporan
management issues and {'h.|E'|1_-m_-p:~..

The Importance of Theory and History

some people question the value of history and theory. Their argnments are usnally based
on the assumptions that history is net relevant to contemporary socicty and that theory is
abstract and of no practical vse. In reality, however, both theory and history are binportan|

theo to all managers today.

A ronoepival fomemok far

orgoniziog knowledge ond providng - Why Theory? A theory is simply a conceptual framework for organizing knowledge
i Blespried for oetion Al (B {0 Eti]:lg a hlm:i:ll int for action. ' All ||ri-l.1:!:f|. siniiee theories seein absiract aud irvelevant,

others appear very simple and practical. Management theories, nsed to build organizations
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andd guide them toward their goals, are gronoded e realite ™ Practically any organization
that uses asscibly lines (such as Daimler AG and Mavtag) is drawing onwhat we deseribe
later in this chapter as sefentific management, Many organizations, imcluding Best Buy
and Tevas Instruments, wse the behavioral perspective falso introduced later) to Hjeroye
emploves satisfaction and wotivation. And naming a large company that does not use one
or more teehnigques from the quantitabive management pespective would be diffienlt
For examyple, retailers sech as Kroger and Targel rontinely use operations management
to determine how many checkont lines they need to have open at am given bipne, In
additsny, most managers develop and refine their own theonies of how they should run their
arganizations and manage the belavior of their eonplovees. James Sinegal, foonder and
CECY af Costeo Wholesale, believes that paving his emplovees well while keepmg prices
aa low as possible are the kev ingredients in suceess Tor his business, This beliel is based
essentially an his personal theony of eonnpetibion in the warebouse relailing industr.

Why History? Awareness and understanding of important historical developments
are also important to contemporary managers," Understanding the historical context of
management provides a sense of heritage and can help mansgers avoid the mistakes of
others. Most coumses m LS, history devote time te business and economic developments
in this country, including the Induostrial Revolution, the earlv labar movement, and
the Great Depression, and to captains of LS, industry such as Cormelins Vanderbilt
irailecacds), John 10 Recketeller (ol ), and Andrew Carnegie (steel} The contribations of
those and other industeialists lel a profound foprint on contemporan calture.”

Wany managers are also realizing that they can beoefit from a greater enderstanding
of history m general. Fer example, lan M. Ross ob AT&Ts Bell Laboratories cites The
Second World War Iy Winston Chorelill as & major influence on his approach 1o
leadership. Uther books alten mentioned by managers for their relevinee to todav’s
business problems include such classics as Plate's Republic, Homer's Hiad, Sun Teu'’s
e Art e Waar, and Machiavellis The Prince.™ Al new business history books have also
been directed at women managers and the lessons they can leam from the past.””

MAanazers at Wells Fareo clearly recosnze the value of histore. For example, the
company maintaing an extensive archival libran of s old banking documents and
records, and even cmplovs a fullHime corporale historian. As part of their orientation and
training, new managers at Wells Fargo take conrses to become acguainted with the bank’s
historv. ™ Similarly, Shell Oil, Levi Strauss, Halliburton, Llovd’s of London, Disnes,
Haonda, and Unilever all maintain significant archives aboot their pasts and frequentls
evoeke images from thase pasts in their onentation and training programs, advertising
carnpaigns, and ot |n||;| i relabions achivilios.

The Historical Context of Management

The practice of management can be traced back thousands of vears. The Epvptians
vsell the mamagement lunchions of planning, organizing, and controlling when they
comsfrocted the pyramids. Alexander the Greal employed a stall organization to
coordinate activitics during his military campaigns. The Roman Empire developed a
weelldelined orpanizational stroctore that greatly facelitated commuomication and control
Secrates discussed management prachices and concepts i A0 s.c., Plato desenbed job
specialization in 350 5o, and the Perstan scientist and philosopher al-Farali listed sevesal
leadership traits in an, 9007

In spite of this history, the serions study of management did nol begin until the
nineteenth century, Two af ity firsl JPHOTEETS WETE Bobert Ovwen and Cliales Babbage.
Oween (177 1=1838), a British industrialist and reformer, was one of the first manapers to
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An Intreduction jo Management

recogmize the importance of an organization’s liaman resources and to express concerm
for the personal welfare of his workers. Babbage (1792-1871), an English mathematician,
focused his attention on efficiencies of production, He placed great faith i the division of
labor and advocated the application of mathematics to such problems as the cfficient use
ol facilities and materials,

The Classical Management Perspective

Eatly in the twentieth century, the preliminary ideas and writings of these amd other
managers and theorists converged with the emergence and evalution of large-scale
businesses and management practices to create interest and focus attention on how
businesses should be operated, The first important ideas to emerge are now called the
classical management perspective, which a:lna"}' inclodes two different vIew points:
scicntific management and administrative management.

Scientific Management Productivity emerged as a serious business problem
during the first few vears of this century. Business was expanding and capital was readily
available, but labor was in short supply. Hence, managers began to search for wans to use
existing labor more efficiently. In response to this need, experts began to focus on wayvs
to improve the performance of individual workers. Their work led 1o the development
of scientific management. Some of the earliest advocates of scienbific management
included Frederick W. Tavlor (1856-1913), Frank Gilbreth {1568-1924), and Lillian
Gilbreth (1878-1972).% Taylor played the dominant role,

One of Tavlor's first jobs was as a fereman at the Aidvale Steel Company in
Philadelphia. There he observed what he called saldiering—emplovees deliberately
working at a pace slower than their capabilities. Tavlor shuclied and timed each clement
of the sleelworkers” jobs, He determined what cach worker should be producing, and
then he designed the most efficient wayv of doing each parl of the overall task. Nest he
iII'I.P]EI'I'lE[Ih:E! N I:li-EEI:'WI,'.lI]E I.'l...I'I. .'i.}'.'i.t{'l.l]- H.nltl]l:'l' tIIEI] Fl...l'l.lllg ..I“ E‘IIIIJI']:I.'-EI:.'E t]'ll: samc “'H.E_E..
I began increasing the pay of each worker who met and exceeded the target level of
output sel for his or her job.

Alter Tavlor left Midvale, he worked as a consultant for several companies, including
Simonds Rolling Machine Company and Bethlehem Steel. At Simonds he stoadied and
redesigned jobs, introduced rest periods to reduce fatigue, and implemented a piccework
pray systein. The results were higher guality and quantity of output, and improved morale.
At Bethlehem Steel, Taylor studied efficient ways of loading and unleading railcars and
applicd his conclusions with cqually impressive results. During these experiences, he
formulated the basic ideas that he called seientific management. Figure 1.3 illustrates
the basic steps Tavler suggested. He believed that managers who followed his guidelines
would improve the efficiency of their workers.®®

'Taylor's work had a major impact on U5, industry. By applying his principles, many
organizations achieved major gams in elficiency. Taylor was nol withoul his detractors,
however., Labor argued that scientilic management was just a device to get more work
from each employee and to reduce the total number of workers needed by a firm.
There was a congressional investigation into Tavlors ideas, and evidence suggests that
he falsified some of his findings.** Nevertheless, ‘Tavlor's work left a lasting imprint on
business. ™

Frank anidl Lillian Gilbreth, conbemporaries of 'l'a}'h:r, were 31 hushand-and-wife team
of industrial engincers. One of Frank Gillreth’s most interesting contributions was to the
craft of bricklaying. Alter studving bricklavers at work, he developed several procedures
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CHAPTER 1 Undarstanding the Manager's Jab 13

igure 1.3 stos i cantfic honogemen

Fradatick Toplor developed this spslem of scientific management, which he balisved would leod fo 0 mone eficient and productve
workioros. Bethlehem Steel wos omang the fist crganizoions o praft fom scienffic manogement and s#ll prochces some paris of

f |'|.'.'|:I'-'_1:r'.

Continue to plan
the work, but use
waorkers 1o get the
workdone

for doing the job more efficicntly, For example, he specified standard materials and
techinigques, including the positioning of the bricklaver, the bricks, and the mortar at
different levels. 'T'he results of these chanpes were a reduction from 18 separate physical
movements to 5 and an increase in the output of about 200 percent. Lillian Gilbreth
made equally important contributions fo several different areas of work, helped shape
the feld of industrial psvelwlogy, and made substantive coutributions to the feld of
personnel management. Working indwvidually and together, the Gilbreths developed
mrmerous techniques and strategies for eliminating inefficiency, They applied many of
their ideas to their family and documented their experiences raising 12 children in the
book and original 1950 movie Cheaper by the Dozen.

Administrative Management Whereas scientific management deals with the jobs
of indvidual E111FILI:|'E{:$. administrative management focuses on ||:|u1m;;i.|1g the total
organization. The priman contributors to administrative management were Henri Favol
(1841-1925), Lyndall Urwick (1891-1983), and Max Weber (15641920,
Henri Favol was admimistrative management’s most articulate spokesperson, A
French industrialist, Favel was vnkoown 1o VLS. managers and schelars until his most
important work, General and Industrial Management, was translated into English in
1930,%% Drawing on his own managerial experience, he altempied o systematize the
practice al management to provide guidance and direction to other managers. Favol
waus also the first to it]r:utiﬁ.' Hie s.pcr;irH: umlmgl:rial [uncticnns of plalmiug, OTgEnEIng,
leading, and contrelling, He believed that these funetions aceorately reflect the core of
the management process. Most contemporary management books (including this one)
still wse this framework, and praclicing managers agree that these functions are a critical
part of their jobs,
Alter a carcer as a British army officer, Lyndall Urwick became a noted management
theorist and consultant, He integrated scientific management with the work of Fayol and
other administrative management theorists, He also advanced modern thinking abont
e fupctions of |ﬂa|ming, oTZanizing, Al l.'l:l-llll.‘i,‘l”il!g- Like FH}UL [ie l]q;\.'i.:ln;liu:tl a list of
ruidelines for improving managerial effectiveness. Urwick is noted not so muoch for his administralive
own contributions as for his ssothesis and integration of the work of others. management
Althoungh Max Weber lived and worked at the same lime as Favol and Tavlor, his  Fosesen managng fhe fohl
contributions were not recognized until some years had passed. Weber was a Genman — omgonizofios
sociologist, and his most important work was not translated into English until 19477
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Tble 1.1

Theory X and Theory Y

An Introduction jo Management
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Theary ¥ Assumyitions 1. Pecple do nor Bes werk end fry fo avoid it
2, Pecple do not s werk, so menagers heve to canmial, drect, cosee, ead threaten employess 1 get
them o werk fowaed organimsional gods.
3, People prafar 1o be deecid, to ovoid sespomsiifty, ernd fo wand sequity; ey bove fitl amtision,
Theory ¥ Assumgions 1. Pecple do not nonwoly disiks week; work is o natusl part of thei bees.

1. People are imemally matated 1o seach objecfvas b which Fey eee commitizd,

3. People are commiied to gools b the degiee thet they receive peronol rewends whes they reath
their objecfves.

4. People wil both sesk ond eccept respornibiity inder favorble wonditions.

5. People hove e copacity b be imnavotve in sobving ogonizafiod problesss.

. People ora hright, but under most opanizohional condifions thei potential is undendiized.

more posibive and represents the assumptions that human relations advocates make. In
MeGregor's view, Theorv Y was a more appropriate philosophy for managers to adhere
to. Both Maslow and McGregor notably influenced the thinking of many practicing
I JTETS.

Contemporary Behavioral Science in Management Munsterberg, Mavo,
Maslow, MeGregor, and others have made valuable contributions to management.
Contemporary theorists, however, have noted that many assertions of the human relationists
were simplistic and provided inadequate deseriptions of work behavior. Corrent behavioral
perspectives on management, known as organizational behavior, acknowledge that Tnnman
behavior m erganizations s much more complex than the human relabomsts realzed. The
ficled of organizational behavior draws from a broad, interdiseiplinany base of psychology,
socinlogy, anthropology, economics, and medicine. Organizational behavior takes a holistic
view of behavior and addresses indwadual group, and organization processes. These processes
are major elements in contemporany management theore,™ Tmportant topics in this field
include job satisfaction, stress, motivation, leadership, group dynamics, orpanizational
politics, interpersonal conflict, and the structure and design of organizations.™ A conlingency
orientation also characterizes the field {discussed more fully later in this chapter). Our
discussions of TELATITRAIT Iff:]uptr_'m G=5} aiwd Ir.-adiu;_; {Cha plers O=13)are h r_'a'l.i]}' e eed
by organizational behavior. And, finally, managers need a solid understanding of homan
behavior as they address diversitv-related issues such as ethnicity and religion in the
workplace, ludeed, all these topics are useful to help imanagers betler deal with fallout from
the consequences of lavoffs and job cubs and to motivate todavs workers.

The Behavioral Management Perspective Today The primary contributions
of this approach are related to ways in which it has changed managerial thinking.
Managers are now mote |i|-'.q:|].' to recognize e inpartance ol lrelvavioral ProCesses
and to view emplovees as valuable resources instead of mere tools. On the other hand,
organizational behavier is still relatively imprecise in its ability to predict behavior,
especially the behavior of a specific individual, It is not alwavs aceepled or understood Iy
practicing managers. Hence the contributions of the behavioral sehool are just beginning
te e fully realized,
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CHAPTER 1 Understanding the Manager's Jab 17

The Quantitative Management Perspective

The third major school of management thought began to emerge during Woeld War 11
During the war, government officials and scientists in England and the United States
warked to help the military deploy its resources more efficiently and effectively. These
groups took some of the mathematical approaches to management developed decades
eatliet IJ:I.' -r.iij']l:" andl Gantt and :||:|p|i|.':::| these .'1|:|1:|-I‘L‘r:|n;;||¢5 Fin ]:‘rg istical 1J-t':'rh|¢|1|.:-i i ing
the war.* They leamed that problems regarding troop, equipment, and submarine
deployment, for example, could all be solved through mathematical analvsis. After the
war, companies such as DuPont and General Electric began lo use the same technigues
for deploving emplovees, choosing plant locations, and planning warchouses. Basically,
then, this perspective is concerned with applying quantitative technigques fo management.
More specifically, the guantitative management perspective focuses on decision
making, cost effectiveness, mathematical models, and the vnse of computers. There
are bwo branches of the quanhitative approach: management science and operations
ll'lill'l-ﬂgfl'llﬂl'lt-

Management Science Unifortumnately, the term managernen! science appears to be
related to scientific management, the approach developed by Tavlor and others early in
the twenticth century. But the two have little in commeon and should not be confused.
Management science focuses specifically on the development of mathematical
maodels. A mathematical model 15 a a:impliﬁr:d representation of a svitem, process, or
relationship.

At its miost basic level, management science focuses on maodels, equations, and similar
representations of realhity, For examiple, managers at Detroit Edison use mathematical
models 1o determine liow best o route repair crews during blackouts. Citizens Bank of
New England uses models to figure out how many tellers need to be on duty at each
location at various times throughout the day. In recent vears, paralleling the advent of
the personal computer, management science techniques have become increasingly
sophisticated. For example, sutomobile manofacturers Daimler AC and General Motors
use realistic computer simulations 1o shudy collision damage to cars, These simulations
help them aveoid the costs of crashing so many test cars.

Operations Management Opcrations management is somewhat less mathematical
andl statistically sophisticated than management science and can be applied more directly quantitative
to managerial situations. Indeed, we can think of operations management as a form management
of applicd management science. Operations management tlechnigues are generally  perspective
concerned with helping the organization produce its products or services more efficiently  Ayples quonfitotive kchrigues 1o
and can be applied to a wrle range of problems. mnngEment

For example, Rubbermaid and Home Depol each use operalions management management
technigues to manage their inventories. {Inventory management is concemed with  gejance
specific inventory problems, such as balancing carrving costs and ordering costs,  Fouses gpecficaly on the
anil determining the oplimal order quantitv.} Linear programming (which involves  dealprant ol mothametiol
computing simultancous solutions to a set of lincar equations) helps Delta Airlines  modes
plan its flight schedules, Consolidated Freightways develop its shipping routes, and operations
General Instrument Corporation plan what instruments to produce at various times. management
Other operations management technigues include queving theory, break-even analvsis,  Conesned with baling fie
and simulation. All thess l'r:[_'ln:liqllrx amil pmccdnrcﬁ :Lpp]!.' :l:ir::r.:ll!.' to operations,  omonizotion e efidensy pofuce
but they are also helpful in areas such as finance, marketing, and human resource i products o savies
management.”
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18 PART 1 AnIntroduction o Management

The Quantitative Management Perspective Today Like the other
management perspectives, the guantitalive management perspective hias imade important
contribubions and has certain limitations. It has provided managers with an abundance
of decision-making tools and techniques and has increased understanding of overall
organizational processes. This perspective has been particularly useful in the areas of
planning and controlling. Relatively new management concepts such as supply cham
management and new technigues such as enterprise resource planning, both discussed
later in this hook, also evolved from the quantitative management perspective. Even maore
recently, mathematicians are using tools and techniques from the quantitative perspective
I ilv&\'flﬂp e els that |||igh| ke ]|¢|1:|-|-L|| in the war against terrorism. ™ On the other
hand, mathematical models cannot fully account for individual behaviors and attitudes.
Some believe that the time needed to develop competence in quantitative teeliniques
retards the developinent of other managerial skills. Finally, mathematical inodels typically
require a sct of asumptions that may not be realistic.

CONTEMPORARY MANAGEMENT PERSPECTIVES

It is important o recognize thal he classical, behavioral, and quantitative approaches o
management are not necessarily contradictory or mutually exclusive. Even though each
of the three perspectives makes very different assumptions and predictions, each can also
complement the others, Indeed, a complete understanding ol mnagement requires an
appreciation of all three perspectives. The svstems and contingency perspectives can help
us integrate the earlier approaches and enlarge our understanding of all three.

The Systems Perspective

The systems perspective is one important contemporary management perspective. A
system is an interrelated set of elements functioning as a whele.™ As shown in Figure 1.4,
by viewing an organization as a svstem, we can identify Tour basie elements: inpuls,

:755“”1:3 1.4 The Systems Perspective of Orgonizations

By viewmg organizanions as sysiems, monagers can beter sncderstand the Imporiance of haw
erviranment ard e level of inrdependence among subsytiems within the argenizaton. Managerns
must also endersiond how their decisions affect and are affected by other sobsysiems within the
oranizano,
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transformation processes, oulputs, and feedback. First, inputs are the matenal, human,
financial, and information resources an organization gels from its environment. Next,
through technological and managerial processes, inputs are transformed into outputs.
Outputs include products, services, or both (tangible and intangible); profits, losses, or
both {even not-for-profit organizations must operate within their budgets); employvee
behaviors; and information. Finally, the environment reacts to these outputs and provides
feedback to the system.

Thinking of organizations as systems provides us with a variety of impottant
viewpoints on erganizations, such as the concepts of open systems, subsyvsbems, synergy,
andl entropy. Open systems are systems hat interact with their environment, whereas
closed systems do not interact with their environment. Although organizations are open
svstems, some make the mistake ef ignoring their envitonment and behaving as theugh
their environinent is not important.

The systems pespective also stresses the importance of subsystems — systems within
a broader svstem. For example, the marketing, prodoction, and finance functions
within Mattel are svstems m their own night but are also subsystems within the overall
orfganization. Because they are interdependent, a change in one subsystem can affect
other subsvstems as well. If the production department at Matke]l lowers the quality of
the tovs being made (by buving lower-quality materials, for example), the effects are felt
in finance (improved cash Now in the short run owing 1o lower costs) and marketing
Ideereased sales in the lmt;; run because of customer dissabisfaction}. AManagers must
therefore remember that although organizational subsvstems can be managed with some
degree of antonomy, their interdependence should not be overlooked. For instance, recent
research has underscored the interdependence of strategy and operabions in businesses.

Synergy suggests thal organizational units (or subsyslems) may often be more
successful working together than working alone. 'The Walt Disney Company, for example,
benefits greatly from synergy, The company’s movies, theme parks, television programs,
andl merchandise-licensing programs all benefit one another, Children who enjov Disney
movies like Up and Toy Story 3 want to go to Disney World to see the attractions and
shows based on the movies and their favorite characters; and when they shop at Target,
they see and want to buy stuffed tovs and action figures of the same characters, Music
fram the flins generates additional revenues for the linn, as do computer games and other
licensing arrangements for lanchboxes, clothing, and so forth, Synergy was also the major
objective of Procter & Gamble’s acquisition of Gillette—the Firm decided it could use its
own relailing presenee and international distribution networks to substantially inerease
Gillette’s sales. And Gillette’s produets are natural complements to P&G's existing line of
grooming products ! Synergy is an important concepl lor managers becanse itemphasizes
the importance of working together in a cooperative and coordinated fashion. ™

Finally, entropy is a normal process that leads to svstem deeline. When an
organization does nol monitor feedback from its environment and make appropriate
adjustments, it may fail. For example, witness the ]me|cn15 and eventual demise of
Studebaker (an antomobile manufacturert and Circuit Citv (a major retailer). Each
of these organizations wenl bankrupt because it failed to revitalize itsell and keep pace
with changes in its enwironment. A primary objective of management, from a systems
perspective, is to continually reenergize the organization to avoid entropy.

The Contingency Perspective

Another noteworthy recent addition to management thinking is the contingency
perspective. The classical, behavioral, and quantitative approaches are considered
universal perspectives because they by to identify the “one best way” to manage
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organizations. The contingeney perspective, in contrast, suggests that universal theories
cannol be applied to organizations because each organization is unique. Instead, the
contingency perspective suggests that appropriate managerial behavior in a given situation
depends on, or is conlingent on, unique elements in that sitwation **

Slated differently, effective managerial belavior in one sitouation cannot always be
peneralized bo other situations, Recall, for example, that Frederick Taylor assumed that
all workers would gencrate the highest possible level of outpat te maximize their own
personal economic gain, We can hlmgiue some people being motivated primarily by
money = but we can just as easily imagime other people being motnated by the desire for
|¢:|~..u|'¢: Hine, status, social ..l{'-l.'ﬁl:lt.inft, or any combination of these Gas Mavo Tound at the
Hawthomme planth. In 2000 Clisco Systems had the largest market cap n the world and was
growing at 4 rate of 30 percent per vear, A recession and the terrorist attacks in September
201, howeser, caused the technology sector to erash, and Cisco’s stock dropped in value
by 86 percent. Ciseo’s CEQ), John Chambers, had to downsize the company through
layoifs and divestitures and transform it into a smaller company. As he went through this
process, he also changed lnis management shle. He had previeusly been an autocratic
manager and led Cisco using a4 command-and-control hierarchy. As a resull of the
transformation at Cisco, however, Chambers also decided he needed to change his own
management stvle as well. So, he began to adopt a much more democratic approach and
to run Cisco using a more democtatic organizational structure.

Contemporary Management Issues and Challenges

Interest in managecment theory and practice has heightened in recont years as
new issues and challenges have emerged. No new paradigm has been formulated
that replaces the traditional views, but managers continue to strive toward a better
understanding of how they can better compete and lead their organizations loward
improved effectiveness,

Contemporary Applied Perspectives Scveral applicd authors have significant
influence on modern management theory and practice. Among the most popular applied
authors today are Peter Senge, Stephen Covey, Tom Peters, Jim Collins, Michael Porter,
John Kotter, and Gary Hamel,¥ Their books highlight the management practices
of successful firms such as Shell Gil, Ford, 1BM, and others, or eutline concepiual
or theoretical wodels or frameworks to Luidl. AT SCTS 45 l|1L1.' formulate .';ilrdt:;,jcs nr
motivate their emplovees. Maleolm Gladwell's books The hm‘lmg Point, Blink, and
Outliers have all caught the attention of many contemporary managers. Scott Adains,
crealor of the popular eomie strip Dillert, is also immensely popular today, Adams is a
former communications industry worker who developed his strip to ||]||Sh'at|: some of the
absurditics that occasionally afflict contemporary organizational life. The daily strip is
rontinely posted outside office doors, above copy machines, and beside water coolers in
hundreds of offices.
mmf;:.? Contemporary Management Challenges Managers today also face an
Sugpets thet approprioe managerial i1 posing set of challenges as they guide and direct the fortunes of their companies.
Beshovior in o gt shotion dpeads  Coverage of each of these is thoroughly integrated throughout this book. In addition,
on, o is tanfingenf on, uniqre many of them are hi_thiql]h:d ar l;i'l.'l:il focusel coveTage 107 07RO TIRITE .'i-[l-l:l,:"lill WiVs,
elemants in o given sityofion One significant challenge is globalization. Managing in a global economy poses
many different challenges and oppertunities. For example, al a macro level, property
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CHAPTER 1

Managers must also be prepared to address organization change.”' "This has always
been a concern, but the rapid, constant environmental change laced by businesses 1oday
has made change management even more critical, Simply put, an organization that fails
to moniter its environment and to change to keep pace with that environment is doomed
to failure, Bul morve and mare managers are seeing change as an apportunily, not a cause
for alarm. Indecd, some managers think that if things get too calm in an organization
and people start to become complacent, they shiould shake things up to get evervone
energized.

New technology, especially as it relates to mlormation, alse poses an mmcreasmegly
important challenge for managers. Communications advances such as smart phiones and
other wireless communication networks have made it easier than ever for managers to
comimunicale with ene another. At the same time, these innovations have increascd the
wiskk pace fior managers, cul nlo their lime for llu‘.lug!ltﬁﬂ r.'i]1|h‘:||1|r|'alil‘.||| of decisions, and
mereased the amount of information they must process. Lssucs associated with emplovee
privacy have also emerged. For instance, controversies have arisen when businesses have
taken action against people for things they do in their personal lives — posting negative
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connenls HIJIJI.I[ |]1I’.'iI L'I]IPII'.I:I.'L'IZ' (L] F.:tli.'l.'l:ll.'ll.'ll"., .F[ll' LAl lI]J]E.

SUMMARY OF LEARNING OBJECTIVES AND KEY POINTS

Effective managers also tend to have the follow-
ing skills: kechnical, interpesonal, concoptual,
diagnostic, communication, decision-making,

|, Define management, describe the kinds of manag- .
ers found in orpanizations, identify and caplain
the four basic management functions, describe the
fundamental management skills, and comment an and time management.
I]Ii:l]lﬂg{:l'llf_'l]l d4% sCience Elld drl. &

The ellective practice of management requines

*  Mlanagement is a set of achivities {planning a synthesis of science and ar; that is, it calls
and decsion making, Urguuiz'mg, leading, and for a blend of rational ubiuctivil}' and mtuibive
controlling) directed at wsing an organizalion’s insight.
resources (human, financial, physical, and in-
formation) te achieve organizational goals inan 2. Justify the importance of history and theory to man-
efficient and effective manner, agers and explain the evolution of management
. . thought throueh the classical, behavioral, and quan-
*  Amanager is someconc whose primary respon- Hm.“g_t ers :i'::h'ﬁ ' q
sibility is 1o carry oul the management process ' perp o
within an organization. *  Understanding the historical context and
. . FCENTHOTS Hf'lll':lll':l ement and orgamizations
*  Mlanagers can be classified i terms of level: prest AEN e
: - provides a sense of heritage and can alse help
top managers, middle managers, and first-line _ . .
managers avoid repealing the mistakes of others.
1A ECTS.
.m0 *  The clasical management perspective, which
*  Managers can also be classified in terms of area: - < AR =T '
. . paid little attention to the role of workers, had
I1lH‘|']iE1II1,E|, liiiaiices, Opcralions, liiitivain Fe- i cor | | ienbif |
= : i e VLR TR CRT T TS SUENCTIRINL i gaEnnie Ty
sonrces, administeation, and HJE{“IHII?EI.'L o ot : . . B
(concerned with improving efficiency and work
*  The basic activities of the management pro- methods for individual workers) and administra-
cess inclode ]}]Hllll'lug and decision r|1:4.1'.'|||g tive managem ent teoneemed with how orm-
(determining courses of action), organiz- nizations themsehes should be structured and
ing (coordinating activities and resources), arranged for efficient operations).
leacling (molivaling and managing people), .

onperm o 1 i g w1

and controlling {monitoring and evaluating
activities),
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The behavioral management perspective,
characterized by a concem for individual and
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24 #FA RT 1 An lnreduction to Management

group behavior, emerged primarily as a result
of the Hawthore studies. The human relations
maovement recogmized the importance and po-
tential of behavioral processes in organizations
but made many overly simplistic assumptions
about those processes, Organizational behavior,
a maore realistic outgrowth of the behavioral
perspective, is of interest o many conlemporany
ManagFers.

& The quantitative management perspective,
which attempts to apply quantitative techniques
to decision making and problem soling, has two
components: management science and opera-
tions management. These arcas are also of con-
sidlerable importance lo contemporany managers,
Their contributions have been facilitated by the
tremendous increase in the use of personal com-
puters and integrated information networks,

DISCUSSION QUESTIONS

Questions for Review

I. What are the four basic functions that make up the
management process? How are they related to one
another?

2. What are the four basic activities that make up the
management process? How are they related 1o one
another?

3. Identify several of the important skills that help
Managers succeed, Gve an t:n.'.:u:nph: of each.

Questions for Analysis

I. Recall a recent group project or task in which vou
have pﬂrli:l:]pdt::d- Expluin hiow memibers ol the
group displaved each of the managerial skills,

[ S ]

The text notes that management is both a science
and an art. Recall an interaction vou have had with
a supeTior (manager, teacher, froup leader, or the
likeb. T that interaction, how did the superior use
science? If he or she did not use science, what could
have been done to use science? In that interaction,
how didd the superior use ant? If she or he did not use
art, what could have been done to vse art?

3. Watch a movie that involves an organization of
some type. Hamy Potter, Avatar, Star Trek, and Up

Conpeer o 1 G g w1 g Al Righe B d M i

Identify and discuss key contemporary management
perspectives represented by the ssstems and con-
tingency perspectives and identify the major chal-
lenges and opportunitics faced by managers today.

s There are two relatively recent additions to
management theory that can serve as frame-
works for integrating the other perspectives:
the svstems perspective and the contingency
perspective.

®  The importanl issues and challenges thal con-
temporary managers fice incluwde globalization,
ethics and social responsibility, prodoct and ser-
vice quality, the service economy, the economic
recession of 2008-2010, the new workplace,
workforee diversity, organization |'.!|:I:l11ng anil
technology.

Briefly deseribe the principles of scientific man-
agement and administrabive management. What
assumiptions do these perspectives make about
workers?

Describe the ssstlems perspective. Why is a husiness
orgamization considered an apen svstem?

i the Air would all be good choices. ldentify as
many management activibics and skills as VOLU Can.

Young, innovative, or high-tech firms often adopt
the strategy of iznoring history or attempling to do
something radically new. Tn what wavs moight this
strategy help them? In what wavs might this strategy
hinder their efforis?

Can a manager wse tools and techniques from sev-
erul different perspectives at the same time? For
example, can a manager vse both classical and
behavioral perspectives? Give an cxample of a Hime
when a manager did this and explain how it enabled
him or her to be effective,
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BUILDING EFFECTIVE TIME MANAGEMENT SKILLS

Exercise Overview

Time management skills refer to the ability o prioritize
tasks, to work efficiently, and 1o delegate appropriately.
This exercise allows vou 1o assess vour own current Hme

Exercise Background

As we saw in this chapter, effective managers must be
prepared to switch back and forth among the four basic
activities in the management process, They must also be
able 1o fulfill & voomber of different rales in their organi-
zatioms, and they must exercise various managerial skills
m domg so. On top of everything else, theiwr schedules
are busy and full of tasks — personal and job-related
activities that require them to “switch gc-,l:n;' rrﬁqllﬂnl]].'
throughout the workday.

Stephen Covey, a managemen! consultant and
author of The 7 Hahils of Highly Effeciive People, has
developed a system for prioritizing tasks, Fist, he divides
them inte bwo calegories — wrgenf and enfreal. Urgent
Lasks, such as those with approaching deadlines, must
be pedformed right away. Critical tasks are tasks of high

Exercise Task

1. Visit the website of Fl'illl.lv:.lill'c'l.'l"l.-'-ﬂ:l-' {the b co-
founded lw Stephen Covev) at waw franklincovey.
com. Click on the tab marked Effectiveness Zone,
and then select Assessment Sector. Now take the
“Urgency Analysis Profile,” a brief online suney
that should take abowt 1 minutes.

¥

Now look over vour profile and examine the as-
sessment of vour current use of ime and the
suggestions for how you can improve your time
management, Iy what ways do vou agree and dis-
agree wilh VENLIE '|.|'-I'_'I'hlill1il| assessinent? Expluiu AILIE
reasons for agTeeing or ilisa grecing.

management skills and to gather some suggestions for
how vou can improve in this area.

importance—say, those that will aflect significant areas
of one’s life or work, Next, Covey plots both types of
tasks on a gridl with four quadrants A task may be urgent,
erilical, urgenl and entical, or nol wrgent and not crifical.

Maost managers, savs Covey, spend too much Hime
on tasks that are wrgent when in fact they should be
focused on tasks that are eritical. He observes, for ex-
;1n1|r|n||:r that WLANATCTs who concenfirate on lm;l:nl tasks
meet their deadlines but tend to neglect eritical arcas
such as long-term planning. (Unfortunately, the same
people arc also prone to neglect critical arcas of their
personal lives.) In short, effective managers must lean
to balance the demands of urgent kasks with those of
critical tasks by redistribuling the amount of ime de-
voted to each type.

3. Thuk of a task that vou regularly p:‘:‘:’ﬁ.‘rt‘rn and that,
if vou were being perfectly honest, vou conld label
rol urgent and not eritical. How much Eme do vou
spend on this task? What might be a more appropri-
ate amount of fime? To what other tasks conld yvou
2IVE 50me of e e that Vo :.pl:nd an this nod
urgent and not critical task?

4. What onc thing can vou do today to make better use
of vour time? Trv it to see if vour time management
inproves,

BUILDING EFFECTIVE DECISION-MAKING SKILLS

Exercise Overview

Decision-making skills include the ability to recognize
and define problems or opportunitics and then select
the appropriate course of action, This exercise will help

& Al Bighe B A My mom it 1o

vou develop vour own decision-making skills while also
underscoring the importance of subsystem interdepen-
dencies in organizations.
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26 PART 1 AnIntroduction o Management

Exercise Background

You're the vice president of a large company that makes
ontdoor furniture for decks, patios, and pools. Each
product ling and the firm itself have grown subskan-
tially in recent vears. Unfortunately, yvour suceess has
attracted the attention of competitors, and several have
entered the market in the last two vears. Your CEO
wants vou to determine how to cut costs by 10 percent
s0 that prices can be cut by the same amount. She's
convineed that the move is necessary to relain market
share in the face of new competition.

You've examined the situation awd decided that vou
have three options for culling cosls:

Exercise Task

With this background in mind, respond to the following
questions:

1. Carcfully examine cach of vour three options. In
what ways might eaclh option affect other parts of
the organization?

[ £ ]

Which is the most costly option in terms of impact
on other parts of the orgenization, not in terms of
absolute dollars? Which is the least costh?

SKILLS SELF-ASSESSMENT INSTRUMENT

Self-Awareness

Introduction: Selfawareness is an important skill for
effective management. This assessment s dea':e;uml b
]It!]l:l Ll t"'n'i;]!l.li;ﬂ-l;.' _'!.l:l'llr II:"'.-I:] l_lFiL‘.]'F—i:i'ﬁ ATETIEs4.

Instructions: Please respond to the following statements
v writing a mamber from the following rating scale in
the column, Your answers should reflect vour attibudes
and bebavior as they are now, not as vou would Like
them lo be, Be honest, This instroment is designed to
help vou discover how self-aware vou are so that vou can
tailor vour Jearming to vour specific needs,

Rating Scale
i S!r[hllgl}' agree
¥ Agree
4 Slightly agree
3 H]ighl]}' [|i!i:lgr¢'¢
2 Disagree
1 Strongly disagree

onperm o I i g w1 g Al Righu B d I oy

il

Wl

Begin buyving slightly lower-grade materials, includ-
ing hardwood, aluminum, vinyl, and nylon,

Lay off a portion of vour workforce and then tnv to
motivate evervone who's left to work harder; this
oplion also means selecting future hires from a
lower-skill labor pool and paving lower wages.

Replace existing equipment with newer, more el
ficient equipment; although this option entails
substantial up-front investment, vou're sure that ven
can more than make up the difference in lower pro-
duction costs,

What are the priman obstaeles that vou might face
i tryving to implement each of your three options?

Are there any other options for accomplishing vour
goal of reducing costs?

—— L. I'seek information about my strengths and

weaknesses from others as a basis for self
improvement.

2N ]

When | receive negative feedback about
mivsell from others, Tdo not get angry or
defensive.

— 3 Inorder to improve, Tam willing to be seli-

disclosing to others (that is, to share my beliels
and leelings).

— 4 Tam very mnch aware of my personal stle of

gathering information and making decisions
alsout it

. ]..illl'l TE"I.':I.' n Il'H.'II aware ﬂi: '|]'I:|.' [ERL § ] i.l'.ll'l'_']'l.'lfﬂl:l[lﬂl
needs when it comes lo forming relationships
with other people.

— 0 T have a good sense of how T cope willy situa-

tions that are ambiguous and uncertain,

i, o waed W deplicawd (0 A Roks oF inpan, Thed e bbewoiss raple, < imme B nf Py onaneid M B e el froen e el ek tiellar s Thigessn b
Febiemipl my ww b ihewmad dm gy suppereesd g otesi dkmy g el e e el Bemag e e s Coapyge Lesrnng me e e gl s p sl penal corses @ m me || s gl ren s e i



7. Lhave a well-developed set of personal stan-
dards and principles that guide my behavior.

T

. Heel very much in charge of what happens to
me, good and bad.

I seldom, if ever, feel angry, depressed, or ans-
ious without knowing why.

. Pam conscions of e areas inowhich condlict
and friction most frequently arise in my inter.
actions with others,

EXPERIENTIAL EXERCISE

CHAPTER 1 Understanding the Manager's Jab 27

— L1 I'have a close relationship with at least one
other person with whom | can share personal
information and personal feelings.

Sowuree: Developing Managearent Skills, Ind ed, by Whetten,

Cameron, € %91, Reprinded sith pernwssion of Pearsan Faucabion,
Inc Upper Saddle River, M)

Johari Window

Purpose: This exercise has lwo purposes: o encourage
v ko un:ll}'zE }-mnsrzll' e :c'mlruh:l}r and to start vou
working on small-group colesiveness. This excreise
encourages you ko share data about vourself and then to
assimilate and process feedback, Small groups are bpi-

cally more trusting and work better together, as vou will
be able to see atter this exercise has been completed.
The Johari Window is a particularly good model for
undlerstanding the perceplual process in interpersonal
relationshaps,

My Crn Perceplions
Thirsgs | Ko Things | Do Mot Know
About Myself About Myself
Quadrant 1
“The Open Salf”
Things Others Characteristics apparant
Kriowe to me and to others
About Me

£
&
L
o
=
§
&
Z
=

Things Others

Do Mot Kmow

About Me

1Y LY 1
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*Dr!a:l.lﬂ lht nﬂtl-r[l ﬂ nl;r nrﬂnnj:nﬁnn Sl Dﬁ:ﬂ thr mlnmnl]‘pnql environment

:nnwrnm-nanhj:md Idpnﬂﬁfﬂm nmpgndﬂn of 'ni'-m-um:gaman'l lnc.{Lﬂ]Ing tr&nﬁ; in

its general, task, and internal environments. international business, levels of infernational
: _ business activities, um:l the context of

2 Describe the ethical and social environment e e

of management, including individual ethics,

the concept of social respensibility, and 4 Describe the importance and determinants

how organizations can manage social of an orgenization's culture, as well as how

responsibilify. organizalion culiure can be managed.
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FIRS

I THIN

Competition Can Hurt....or Help!

han Starbucks
opened a sore

It's A Grind, a long Beachr
based independent colfes
house, locals d that
the gionl retailer would pul
their neighborhood fovarite
out of business. Nafives of
Son Diego lumed out to prolest o Starbucks' opening
2o close to their locally owned colfeshouses. But own-
215 and :'_II.':I-:J'r 25 |Eﬁ'\.l':!' SInce :.:,;l-..rlr| Sl !'C.'llln',_—:||'.i||;_] SLAr-
prising about Startbucks stores— sales oflen increase for
all coflechauses wheraver the intamational chaoin opens
an oulis] ey
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Exporting and Importing lmporting or exporting (or both) is wsually the first tvpe
of iiternational usiness in which a G ety involved. Fn"ll]'f]ﬂihg, ar Illal-'.illg A prtrillltl
i the firm's domestic marketplace and selling it in another conntry, can imvolve both
merchandise and services. Tmporting is bringing a good, service, or capital inle the home
country from abroad. For example, antomobiles (Mazda, Ford, Volkswagen, Mercedes-
Benz, Ferran and stereo equipment (Sony, Bang & Olufsen, Sanve) are roubimely
exported by their manufacturers to other conntries. Likewise, many wine distributors
buy products from vineyards in France, [taly, or the United States and import them into
their own countey for resale. LS. sports brands, such as team jersevs and logo caps, have
lsecome ome of the latest hot 1‘:1.|mrrs.“

Li:en:ing A company may prefer to arrange for a forcign company to manufacture or
market its |'.I'l'LH|I1L"'.'i nniler a lict:uslng agreement, Factors that may lesdd tor thiis decision
include excessive transportation costs, government regulations, and home production
costs. Licensing is an amangement whereby a finn allows another company to use its brand
name, trademark, technology, patent, copyright, or other assets. In retumn, the heensee pays
a rovalty, usually basexd on sales. Franchising, a special lorm of licensing, is also widely vused
in intermational business, Kinin Brewery, Japan's largest producer of beer, wanted to expand
ils international operations but feared that the time mvolved m shipping it from Japan
would cause the beer to lose its freshness. Thus it has entered inte a mamber of licensing
arrangements with breweries in other markets. ‘These brewers make beer according to strict
guidelines provided by the Japanese firm and then package and market it as Kirin Beer.
They pay a royalty to Kirin for each case seld. Malson produces Kivin in Canada under
such an agreement, and the Charles Wells Brewery does the same in England ¥

Strategic Alliances In a strategic alliance, two or more firms jointly cooperate for
mutual gain.'’ For example, Kodak and Fuji, alonz with three other major Japanesec
camera manufacturers, collaborated on the development of a new film cariridge. This
collaboration allowed Kodak and Fuji to share l.||‘:1.1‘:lﬂp|11|:11t Costs, preve nted the advertising
war Hiat miieht have raged il they had developed different cartridges, and made it easier for
new cameras to be introduced at the same time as the new film cartridges. A joint venture
is special hpe of strategic alliance m which the pattners actually share ownership of a new
enterprise. Stralegic alliances have enjoved a tremendous upsurge in the past few vears.

Direct Investment Another level of commitment to internationalization is direct
investment, Direct investment oceurs when a firm headguartered i one countre builds
or purchases operating facilities or subsidiaries in a foreign countre. The forcign operations
then becaome wholly owned subsidiaries of the firm. Examples include British Petroleumn’s
acquisition of Amoco, Dell Computer’s new factory in China, and the new Disney theme
park in Hong Kong. And Coca-Cola recently invested 5150 million to build a new
bottling and distribution network in India. Many U5, fitms are using maquiladoras for
the same purpose, Maguiladoras are light assembly plants built in northem Mexico close
to the ULS. border. The plants are given special tax breaks by the Mesican govermmnent,
and the area is populated with workers willing to work for very low wages.

The Context of International Business

Managers imvolved in international business should also be aware of the cultural
erwiromment, controls on international trade, the importance of economic comnumitics,
and the role of the GATT and WTO.
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CHAPTER 2 The Environments of Organizalions and Managers 49

The Cultural Environment One significant contextual challenge for the
international manager is the eullural envirenment asd how it alfects busines. A country’s
culture includes all the values, symbols, beliels, and language that guide behavior.
Cultural values and belicfs are often unspoken; they may even be taken for granted by
those who live ina particular country, Cultural Bictors do not necessirily cause problems
for managers when the cultures of bwo countries are similar. Difficulties can arnise,
however, when there is little overlap between the home culture of a manager and the
enlture of the country in which business is to be conducted, For example, most LS.
managers find the culture and traditions of England relatively familiar. The people of
baoth coumnlries :q::‘.'HE-: e same I.'-ulgu:-:ge andl share strong Iiistorical rools, and there is
a history of strong commerce between the two countrics. When LS. managers begin
opcrations in Victram, the Peaples Republic of China, or the Middle East, however,
vy of Hhose commaonalities disappear.

Cultural differences bebween countries can have a direct impact on business practice.
For example, the religion of Islam teaches that people shonld not make a living by exploiting
the misfortune of others; as a result, charging interest &s seen as immoral. This means that
i Saudi Araliia, few businesses provide auto-
wrecking services to tow-stalled cars to the
warage (doing so would be capitalizing on
misfortune}, and in the Sudan, banks cannot
pay of charge mterest, Civen these cultural and
religions constrainls, those wo businesses —
antomaobile towimg and banking —seem to
hold little prommise for intemational managers
in those particular conntries!

Some cultural differences between
countrics can be even maore subtle and vet
have a major impact on business activities. For
r:t&mp]r_'_ in the Unibed States maost PEETRE T
clearly agree about the value of time. Most
U.S. managers schedule their activities very
tightly and then trv hard to adhere to their
schedules. Other cultures do not put such
a premivm on time. In the Middle East,
managers do not like to set appointments,
and they rarely keep appointments set too far
into the fulure. US. managers interacting

EHEC OGS ELLITASDGETTY BVAGES

with managers from the Middle East might {:]' Virlwally ol business ocivity lodey has intemational overicnes.

misinterpret the late arrival of a polential Culwal differences are among the many elemants thof oftact

business partner as a negoliation ploy or an whermalional busneas, forindunce, @ U5 or Asian mancger

insult, when it is merely a simple reflection of itsraching with an Arab manoger has 1o confend with differences

different views of time and its value.™ in fime zanes, work hours, and longuages. Culuel diferonces
Language itsell can be an important egarding the imporionce of ime and he voles of work

factor. Bevond the abvious and clear barriers schedules and appoiniments can alss come into ploy

pused when people speak different languages,

subltle differences in meaning can also plav a major ole. For example, lmperial Ol of
Canada markets gasoline under the brand name Esso. When the firm tried to sell ils
gasaline in Japan, it learned that Esso means “stalled car” in Japanese. Likewise, when
Chevrolet first intreduced a US. model called the Nova in Latin America, General
Maotors executives could not understand why the car sold poorly. They eventually
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learned, though, that, in Spanish, no va means “it doesn’t go.” The color green is used
extensively in Muslim countries, but it signifies death in some other lands. The color
associated with femininity in the United States is pink, but in many other countries
vellow is the most feminine color. And when Disney was initially promoting its new
theme park in Hong Kong, its print ads featured a family consisting of two parents and
twa children, failing to consider that the Chinese government limits most families to a
single child. Asa result, people who saw the ad were confused until Disney relaunchesd
the campaign to show parents and a single child visiting the park,™

Controls on International Trade Auother element of the international
context that managers need to consider is the extent to which there are controls on
international trade. These controls include tarifls, quotas, cxport restraint agrecments,
and “boy national™ laws. A tariff is a tax collected on goods shipped across national
boundarics. 'Tarifls can be collected by the exporting country, by countries through
which goods pass, or by the importing country. lmport tariffs, which are the most
commen, can be levied to protect domestic companies by increasing the cost of
foreign goods. Iapau charges U8, tobacco ]er_]uc:r:i a tarifl on cigarettes ill]pﬂ"i‘.‘tl
into Japan as a way to keep their prices |1j£_;|H:r than the prices L'Imrga::] by domestic
firms. Tariffs can also be levied, usvally by less-developed countries, to raise money
[or the government,

Cuatas are the most common form of trade restrichion. A quota s a limit on the
numiber or value of goods that can be traded. The quota anmount is bepically designed
to ensure that domestic competitors will be able to maintain a certain market share,
Honeda s allowed to impert 425 000 autos cach year into the United States. This quota
is onge reason why Honda opened manafacturing fGacilities here. The quota applics 1o
cars imported into the United States, but the company can produce as many other cars
within ULS, borders as it wanls; such cars are nol considercd vmports, Export restraint
agreements are designed to comvinee other governments to Timit voluntarily the volume
or value of goods exported to or imported from a particular country. They are, in effect,
export quotas. Japanese steel producers volontarily limit the amount of steel they send o
the United States eacl yvear,

“Buy national” legislation gives preference to demestic producers through content
or price restrictions. Several countries have this tvpe of legislation. Brazil requires that
Brazilian companies purchase only Brazilian-made computers. The Uniled States requires
that the Department of Defense purchase military uniforms manufactured only in the
United States, even though the price of foreign uniforms would be only half as much.
Mexico requires that 50 percent of the parts of cars sold in Mexico be manulactured
inside its own borders.

Economic Communities Just as government policies can either increase or decrease
the political risk that international managers face, trade relations between countries can
cither help or hinder international business. Relations dictated by quotas, tariffs, and
so forth can harl internalional trade. There is currently a strong movement around the
world to reduce many of these barriers. This movement takes its most obvious form in
imternational economic communitics.

An international economic community is a set of countries that agree to markedly
reduce or eliminate trade barriers among member nations. The first (and in many ways
still ghe mmost important} of these economic commumnities s Hie Furopean Umion. The
European Union (or EU, as it is often called) can be traced to 1957 when Belginm,
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Framce, Lusembourg, Germany, Italy, and the Netherlands signed the Treaty of Rome
lo promale cconomice integration. Between 1973 and 1986 these countries were joined
by Denmark, Ireland, the United Hingdmu, Crreece, Spain, and thlg:ll. anel the
group became known first as the Evropean Commitice and then as the European
Union. Austria, Finland, and Sweden joined the EU in 1995; twelve additional
countries (mostly from the formerly Communist-controlled easterm Evropean region)
joined between 2004 and 2007, bringing the EUS membership to 27 countrics. For
vears these countries have followed a basic plan that led to the systematic elimimation
of most trade barniers. The new macket system achieved significantly more potential
when most of the EU wmembers eliminated their home correncies (such as French
francs and Italian lira) beginning on January 1, 2002, and adopted a new common
currcncy call the euro,

Another mmpotlant @conamic commuinity ncompasses the United States, Canada,
and Mexico. These countries have long been major trading partners with one another;
more than 70 percent of Mexico’s exports go to the United States, and more than
6% percent of Mexico's imports come from the United States, During the last several
veats, these countries have negotiated a variety of agreements 1o make trade even casicr.
The most important of these, the North American Free Trade Agreement, or NAFTA,
eliminates many of the trade barriers — quotas and tariils, for example —that existed
previoushy. ™

The Role of the GATT and WTO The contest of intemational business is also
increasingly being influenced by the General Agreement on Tariffs and Trade
(CATT) and the Woild Trade Organization (WTO). The CATT was bist negotiated
following Waorld War 1T in an ellort 1o avoid trade wars that would benefit rich nations
and harm poorer ones. Essentially, the GATT is a trade agreement intended to promote
international trade by reducing trade barriers and making it casicr for all nations to
compete in international markets. The GATT was a major stimuolus to international trade
after it was first ratificd in 1945 by 23 counltries; by 1994 a total of 117 countries had
signed the agreement,

Cne kev component of the CAT'T was the identification of the so-called most
favored nalional (MFN) principle. This provision stipulates that il @ country extends
preferential treatment to any other nation that has signed the agreement, then
that preferential treatment must be extended to all signatories to the agreement.
Members can extend such treatment 1o non-signatories as well, but they are not
required to do so.

The Warld Trade Organization, or WO, came inle existence on January 1, 1995,
The WTO replaced the GATT and absorbed its mission. The WTO is headquartered
m Geneva, Switzetland, and currently meludes 140 member nations and 32 observer
conntries. Members are required 1o open their markets o international trade and to
follow WO rules. 'The WT'O has three basic goals:

1. To promote trade flows by encouraging nations o adept nendiscriminatory and

predictable trade policies

2. To reduce remaining trade barriers through multilateral negotiations

3. To establish impartial procedures for resolving trade disputes among its members

The WTO is certain to continue lo play a major role in the evelution of the glabal
cconomy. At the same Hime, it has also become a lightning rod for protesters and other
achivists, wha argue that the WTO foouses koo nia rmn']}' (T ghhhalizatiun pssnes bo the
detriment of luman rights and the covironment.
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THE ORGANIZATION'S CULTURE

As we noted earlier, an l.'.‘ilH'I;'i:i”_'- illlpnl'hul.l [raabl of the internal enwiromment of an
organization is its culture. Organization cultare is the sct of values, beliefs, behaviors,
customs, and attiludes Hhat helps the members of the organizalion understand what il
stands for, how it does things, and what it considers important.*!

The Importance of Organization Culture

Culture determines the “leel™ of the organization. A strang and clear calture can play
an impaortant role in the competitiveness of a business. At the same time, though, there
is no universal culture that will help all
arganizations. The slereotypic image of
Microsoft, forexample, sthat of aworkplace
where people dress very casually and work
very long hours. In contrast, the image of
Bank of Ametica for some observers is that
af a formal setting with rigid work rules and
people dressed in conservabive business
attire. And Texas Instruments likes to talk
about its “sharksleeve”™ eulture, m which
ties arc avoided and few managers cven
wear jackets. Southwest Airlines taintains
g culture that stresses fun and excitement.

.

E OF course, the same culture is nol

- :1r:|:|;'.:.5r|ril:.' bound throughout an entire

E arganization. For example, the sales and

= marketing departiment may have a culture

E quite different from that of the operations

E ar] manufacturing department. Regandless

= of its nalure, however, culture is a powerful

Organization cubwe plays o big wele in the success of any business, () force in organizations, one that can shape

A strong end welindersiood cuvure caon pay on even bigger role the firm’s overall effectiveness and long-

Miomy paviear Buirmasiad hove '_llr."-'\-'_:'q'_'f_'r.'-'_i culivies based on |.'||:'_=-.'r:|'_'|.'!.|'.-:_ beFin SUCODss. CI:Ithdll;l.‘;S tHiat can fIC"'-QlU‘P

belisving Hat such o cubwe helos atvoc! and relam beler workers and maintain & strong culture, such as

Thase amployess, for exampla, are engaged in on imporiant prodbc Starbucks and Procter & Gamble, tend

development meeting. The lock of o conference ioble promotes equalin to be more elfective than ¢ Omipanics tlial

amd colleguoity and thew informal altie helps manian o loioback and have trouble developing and maintaining a
casval atmasphens strong eulture, such as Kmart. %

Determinants of Organization Culture

Where does an orgamization’s culture come from? Typically, i develops and blossoms over
organization culture long period of tine. Tts starting point s olten the arganization’s founder. For esamiple,
The ’“r“f“T‘“"; hf"{;- h'f:l“m- James Cash Penney believed in treating emplovees and customers with respect and dignity.
el ":,r‘ P Employvees at |.C. Penney are still called “associates”™ rather than "employees” (to reflect
#ie mambers of the axgenizton T ' z LT ; s Q

partnership), and costomer salisfaction is of paramount importance. The impact of San
understond what it sionds fer, baw ; 3 . ey : L 5
A itk o roachlars Walton, Ross Perot, and Walt Disney is still felt in the organizations they founded.? As an
; 4 organization grows, its culture is modified, shaped, and refined by svmibaols, stories, heroes,
shogzans, and ceremonies. Avel many decisions at Walt Disney Company today are still framexd
by asking, “What would Walt have done?
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BUILDING EFFECTIVE INTERPERSONAL SKILLS

Exercise Overview

Interpersonal skills reflect the manager’s ability to com-
mumnicate with, understand, and motivate individuals
andl groups. Managers in international organizations
must understand how eultural manners and norms

Exercise Background

As firms become increasingly globalized, they look for
managers with international experience or skills. Yet
nany American college graduates do not have sirong

Exercise Task

Take the International Culture Quiz thal follows. Then,
om the basis of vour score, answer the question at the
end. In order to make the quiz more relevant, cheose
vour answers from one or more of the ten largest

affect communication with peaple in different areas

of the world. This exercise will help vou evaluate vour
current level of cultural awareness and develop insights
mite areas where you can improve,

skills in foreign linguages, global history, or interna-
tional cullures.

countries in the wotld. ln order, these are China, India,
the United States, Indonesia, Brazil, Pakistan, Russia,
Bangladesh, Nigeria, and Japan.
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56 #F’A RT 1 An Inroduction o Management

BUILDING EFFECTIVE COMMUNICATION SKILLS

Exercise Overview

Communication skills consist of a manager’s ability 1o
receive information and ideas from others effectively
and to convey information and ideas effectively to oth-
ers. This exercise will help vou develop vour communi-

Exercise Background

Assume that you are a newly hired middle manager in
the marketing department of a large food inanufacturer,
1I:Iﬂl'll Ild.'l.'l'_' 'i'llﬁl COMm FI-IL‘IZEEI }'I'Illl' :I'-‘I'.I'I.'I'I IH] .'nt'LH'J:l. ﬁr]'IIHIIHF_"E-
ment and are excited about the oppottunity to apply
some of those theories to the reak-life problems of vour
firm. One problem in particular intrigues vou. Your
buoss, the markfl‘ing ViCe pre'sid cnt, rrr_'th_'l.'{lh'E]up-r:l
a consumer survey to solicit feedback about products

frony enstomers, The feedback the firm has received var-

s comsiderably, anging from a 2 o a 5 on a scale of 1
1o 5, which gives vour fiem no helpiul data. Tn addition,
sales of vour company's products have been slowly but
steadily declinme over time, and the marketing 1]:‘:|:hul‘l-
ment is wder some pressure from npper management
to determing '|:l.-'||:|.'.

Exercise Task

I. With this background in mind, compose a wrilten
proposal for vour boss, oullining your position. Be
sure to emphasize vour hindamental concern —that
the marketing department must understand the
needs of each customer segment better in order to
provide products that meet those needs, Consider
wivs to persuade vour boss to change his mind.
{Hint: Telling him bluntly that he is wrong is un.
likely to be ellectve. )

calion skills, while also helping vou to anderstand the
importance of knowing the customer segments in an
organizalion’s task environment.

You have an idea that the survey is not an accurate
reflection of consumer preferences, so vou make a
suggestion o vour boss: “Why don't we gather some in-
formation about our customers, in order to nnderstand
their needs better? For examyple, our products are pur-
chased by individual consumers, schools, restaurants,
and other organizations, Mavhe each bpe of consumer
wants something different from our product.” Your
boss’s response is to stare at yon, perplexed, and say,
“No. We're not changing anything about the survey.”
When vou ask, “Whe?™ the boss responcs that the prod-
uct has been a best-seller for vears, that "good quality is
eool] i.'|l.|..|.l|i|‘_'|',- and thus that all customers must want the
sane thing, He then savs, "Il spare vou the embarrass-
ment of faillure I:w. rcﬁlsj:ng vour request.”

T

On the basis of what vou wrote in response to Ex-
ercise Task 1, do vou think vour boss will cliange
his mind? If ves, exactly what will persuade him to
change his mind? If no, what other actions could
voun take ina further effort to have vour ideas ad-
opted by the finn?

SKILLS SELF-ASSESSMENT INSTRUMENT

Global Awareness

Introduction: As we have noted, the environment of

Iuisiiness is |}r_'::{.|ll:|illg e g]trhill. Tl fth"nwillg ARBERE-

ment is designed to help vou assess your readiness to
respond to managing in a global context,

Instructions: You will agree with some of the following
statements and disapree with others. In some cases vou
pnaay finl it lifficult 1o make a decision, but vou should

Conperm o 1 G g w1 g Al Righe B d i

force voursell o make a choice. Record vour answers
next o each statement acoord 'tm:; by the fnllnwing seale:

4 Strongly agree

3 Somewhat agree

2 Somewhat disagree
| 51rur|g]_'.' :Iisagrﬂ:
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:_J.‘.rjjru'f’ 3.4
T_I:e BCG Matrix

Thes BOG makix helss
monagers dovekap a befter
uncierstarcting of how diflesanr
sictegic business onlls condibote
& the overol oigonizaion

By assessing eoch 58U on

the basis of is movket growh
rede ancf sefibive morked share,
monagers can make deciilans
abowt whaother o commit funher
hrancial mesowees i3 the SBU ar

Souwrce: Ferspactivss, Mo, &&.° Tha Product Portloles, ” Adogiad by permEson from Fra Boston Consals rg Grgup, fnc;, t,'.r.r.‘?ﬁ'r:u' .iqudﬂfﬁi il
1570,

The matrix classifies the tvpes of businesses in which a diversified organization can
engage as :l:}gs, cash cows, question marks, and stars. fjnga are businesses that have a
very small share of & market that B not expected 1o grow. Becanse these bisinesses do not
hold muoch economic promise, the BCG matrix snggests that arganizations either should
net invest m them or should consider :i--r:“':m;'r them as soon as possible. Cash cows are
businesses that have a large share of a market that is not expected to grow substantially.
These businesses characteristically generate high profits that the organization should
use 1o supporl question marks and stars, (Cash cows are “milked” for cash 1o support
businesses in markets that have grealer growth potential. ) Question marks are businesses
that have ﬂnl}' a small share ofa quir:l:l[r ;_;mw]ng market. T he future ptrfnrmnul:i: of these
businesses is uncertain, A question mark that is able to caplure increasing amounts of
this growing market may be very profitable. On the other hand, a question mark unable
o keep up with market growth is likely 1o have low profits. The BOG matnix suggests that
organizations should invest carefully in question marks, If their performance does not
live up to expectations, question marks should be reclassified as dogs and divested. Stars
are businesses that have the largest share of a rapidly growing market. Cash generated by
cash cows should be invested in stars to ensure their preeminent position. For example,
BAIW bought Rover a Tew vears ago, thinking that its products would help the German
antomaker reach new conswmers. But the company was not able to capitalize on this
opportunity, so it ended up selling Rover's car business to a British finm and Land Rover
1o Ford. Ford conldn™ get leverage out of Rover either and ended up selling it (along with
Jaguar) to India's ‘Tata Motors.

GE Business Screen Because the BCG matriv is relatively narrow and overly GE .“mf s":""
simplistic, G developed the GE Business Screen, a more sophisticated approach to imﬁmw Imm
R g D e : 533 4l gL warg tao dimensiens: (1} idushy
managing diversified business units, The GE Business Screen is a portfolio management o e oo (peliie
technique that can also be represented in the form of a matrix. Rather than focusing pasition; 1 general, e more
solely on market growth and market share, however, the GE Business Screen considers atoctive fhe indusry ond the mene
mcustry attractiveness and competitive posibion, These bwo Factors are divided imto three mmﬂ‘mﬂﬂ‘m
categories, lo make the nine-cell matrix shown in Figure 3.5.% These cells, in turm, o1 ogovizefisn shoutd invest in o
classify business units as winners, losers, question marks, average businesses, or profit  busnes

producers.
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e -
Jr'gm'ﬁ 3.5 The GE Business Screen
The GE Busingss Screen s 0 mone sophisicaled coproach 1 porfoio moragemant fon he BOG

matrix, As shawn here, sevenal facters combine io defarming o busmesss competitive pasivon and
the a¥ractiveness of i industry. These hwo dimensians, & m, can be wsed o clossify businesses
Qs winners, guesion marks, averoge businessss, bsers, or profit producers, Svch o clossificotion
enables monogers o allbcoie e organizafion’s resovrces mom effecively oooss vaniows busimess
apporiuniiias.

High

Medium

Low

Good Medium Poor
Competitive position Industry attractivensss
1. Market share 1. Market growth
2. Technalogical know-how 2. Market size
3, Product quality 3. Capital requirements
4. Service network 4, Competitive Intensity
5. Price competitiveness
&. Dperating costs

Sowrs: From Seategy Fommolation: Anabsica! Concapss, st sdiion, by Chodss W Halker ond Bion Schandd, Copymighi 8
1975, Reprried wilh permission of SoulbdyWesen, o dvisen ol Thomeen Leaning: wve thorrsorighls.com

As Figure 3.5 shows, both market growth and market share appear in a broad list of
factors that determine the overall attractiveness of an industey and the overall quality
of a finns compelitive position. Other determinants of an industevs altractiveness
(in addition to market growth) include market size, capital requirements, and
competitive intensity, Tn gencral, the greater the market growth, the larger the
markel, the smaller the capilal requirements, and the less the compelitive intensity,
the more attractive an industry will be. Other determinants of an arganization’s
competitive position in an industry (besides market share) include technological
know-how, product quality, service network, price compelitiveness, and operating
costs. In general, businesses with large market share, technological know-liow, high
product quality, a quality service network, competitive prices, and low operating
costs are in a favorable competitive position.

Think of the GE Business Screen as a way of applying SWOT analysis to the
implementation and muanagement of a diversification strategy, The determmants of
industry attractiveness are similar o the environmental opportomities and threals in SWOT
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CHAPTER 3 Planning and Strategic Management 79

analysis, and the determinants of conmpelitive position are similar to organizational strengths
and weaknesses. By conducting this type of SWOT analysis across several businesses,
a diversified organization can decide how to invest its resources to maximize corporate
performance. In general, organizations should invest in winners and question imarks (where
industry attractiveness and competitive position are both favorable ), should maintain the
market position of average businesses and profit producers (where industry attrachveness
and compelitive position are average), and should sell losers. For example, Unilever
recently assessex] its business portolio using a similar framework and, as a result, decided to
sell off several specialty chemical units that were not contributing to the firm's profitability
as mch as other businesses. The Ginn then vsed the revenoes from these divestilures and
bought more related businesses such as Ben & Jerny's Homemade and Slim-Fast,™ During
the ccenomic recession that started in 2008, many diversificd businesses took an cspecially
aggressive approach to selling or closing voderperforming businesses. For instance, Japan's
Pioneer clectronics business sold its television business, Home Depot shut down its Expo
homedesign stores, and Textron closed a business unit that financed real estate deals.™

TACTICAL PLANNING

As we noted carlicr, tactical plans are developed to implement specific parts of a stralegic
plan. Youn have probably heard the saying about winning the battle but losing the war.
Tactical plans are to battles what strategy 15 bo a war: an organized sequence of steps
designed to execute strategic plans. Stiategy focuses on resources, envirommuent, and
mission, whereas tactics focus primarily on people and action. ™

Developing Tactical Plans

."L“III'I-I]EI'I. E‘[EEI:H\'E t.‘if‘lil:'i.i] F]H'Illlillg I.'Il'.'P'E'I'I.d.S. on TH.E'I'I.F faclnrs. “'l'lil'_‘":l 'Ir'.'].'l.'_'l' E'ITIII'I anc
sitwation to another, we can identify some basic guidelines, Fivst, the manager needs to
recognize that tactical planning must address a number of tactical goals derived from a
broader strategic poal ¥ An occasional situation may call for a stand-alone tactical plan,
but most of the time tactical plans flow from and must be consistent with a strategic plan.

For example, top managers at Coca-Cola developed a strategic plan for cementing
the finm’s dominance of the sofi-drink industry. As pant of developing the plan, they
identified a critical environmental threat— considerable unrest and uncertainty among
the independent bottlers that packaged and distributed Coca-Cola’s products. To
simultaneously counter this threat and strengthen the company’s position, Coca-Cola
bought several large independent bottlers and combined them mto one new erganization
called “Coca-Cola Enterprises.” Selling hall of the new company’s stock reaped millions
in profits while effectively keeping control of the enterprise in Coca-Cola’s hands. Thus
the creation of the new business was a tactical plan developed to contribute to the
achievement of an overarching strategic goal.™!

Second, alltlmm;rh strategies are often stated jt] peneral tcrms,l |.:IEHEEI[I11I5| specify tactical plan
resources aml time frames. A strategy can call for being mumber one in a particular market A plat timed ot ochieving todticel
or industry, but a tactical plan must specity precisely what activities will be undertaken to g pad develaed 1o inglemeat
achieve that goal. Consider the Coca-Cola exanple again. Another element of its steategic — pans of o snabegic plan: an
p!;m invilves imereased worldwide market share. To facilitate additional sales in Furope,  ogonized ssquence of steps
managers developed tactical plans for building a new plant in the south of France to  desiged o execute stofagic ploss
make soft<lrink concentrate and for building another canning plant in Dunkirk. The firm
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Follow-up Questions

I. Did doing both Step 1 and Step 2 in advance help 2,

or hinder vour negotiations?

CHAPTER CLOSING CASE

Can a franchising agreement be so one-sided as 1o

damage the interests of both parties? How so?

JetBlue Capitalizes on the Entrepreneurial Spirit

In the r:h:.ﬂh:m;ing environment of
the modemn airline industry, JetBlue
i a nolable EHI1I|J]£‘ of enlrepre-
neurial success. From the start, it
was conceived as a low-cost carrier
lo be dilterentiated by attention to
cusloner ﬁEn-'[EL' .i:ll]{l A l]'l.lll("l.' l]f
passenger amenities unuswal at the
low-cost end of the air travel mar-
ket. Founded by industry veteran
David Neeleman in February |99,
JetBlue began small, with just a few
planes and one city pair. By the end
'I:l{ Eﬂﬂﬂ. ll'“".' sy -il:i]'] III'H:' Wil I]}il'lg
I planes to 11 cities aronnd the
country and preparing to add more
destinations cach vear. Today, Jel-
Blue flies to 33 cities in more than
200 stabes and several Caribbean des-
timations. Routes to Latin American
destinations such as Colombia and
Costa Rica were added in 2000,
Meanwhile, competitors in ils
segment have come and gone—
notally United’s Ted and Delta's
Song, both of which took off in 2003
and both of which were grounded
by 2008, Why has JetBlue been
successhul where competitors have
Failed? Olwionasly, the JetBlue fdeg —
a low-cost carmier differentiated by
altention le service and passenger
comfort—can't be patented, but as
the fate of Ted and Song indicale,
a good] idea isnt enough to make a
busimess work., JetBlue has succeeded,
inn the first place, because it boasts a
number of disfinctive compefencies—
organizational strengths that can't
be copied quite as readily as a basic

[

fnfn;'prmlmnriﬂ iclea. For one thing,
JetBlue has benefited from the

Falend and Experience of Meeleman,
a crossover from big business, and

a team of tlop managers. A one-time
fravel agent, Neeleman started a
Utah-hased discount airline, Morris
Air, in 1954, when he was just

24 vears old. Ten vears later, he sold
Morris Air 1o Southwest Airlines for
S129 million and, after a brief execu-
live stint al Southwest itself, leit to
help found Canadian-based West]et
Anlines. When he came up with

e wdea for JetBloe, he recruited
midustny veterans such as COO Dave
Barger and CFO John Owen, vice
presidents at Continental and South-
wost Airdines, respectively.

T addition, Necleman and his
tezum sel oot from the beginning ko
luke every advantage oflered by their
position as a “second mover” ina
new market segment of the airline
inclustry. Traditionally, the airline
melustry consisted of large interna-
tional carricrs and a few simaller re-
gional aitlines, Competitors in both
groups ditferentiated themselves
primarily according bo routes served
and charged the highest prices they
could command. Southwest Airlines
came along in 1971, positioning
itself as a discount carricer special-
izing in short trips o the secondany
airports of large cities, and achieved
significant cost advantages by radi-
i;';l]t_'.' n::tlur.:ing the number of aoetivi-
lies necessary to deliver its basic air
Iravel service. The stralegy was an

Compeer g 1 G g w1 g Al Righe B

immediate success (and a durable
onc— Southwest has posted 36 con-
secutive vears of profitability ) and
spawned many imitators {including
Morris Airk, JetBlue is the most suc-
cessful of the Seuthwest imitators —
the aieline best able to duplicate the
kev elements of Southwest's strategy,
including reduced airport and labor
costs, a single type of aiveralt, and a
single elass of senvice.

JetBlue, however, is more than
a merte imitator: Vs a second maover
m the matket segment created by
Southwest becanse its presence in
that segment i sigiiﬁca nt, Rather
than merely imitating those aspects
of the first mover's sirategy that mel
its needs, JetBlue has introducesd its
own innavations, Like Southwest,
JetBlue is a low-cost carrier, but it
has positioned itself as the low-fare
airline that offers high-quality pas-
senger service. All JetBlue aircraft,
for exam ple, feature luxurious
leather seats and individuoal seat.
back TV Eutertaimment oplions
include 36 channels of DirecTV
and 100 ehannels of XM satellite
raddio. Flvers are pampered with a
selection of fine wines, a Bliss Spa
Lit, and Dunkin® Donuts coffee.

Such pasenger amenilies, of
course, cost a little more, but Jet-
Blue’s success depemnds in part on
its expertise in controlling costs.
L 2006, for example, JetBlue an-
nounced Hhat it was rr:mm'ing ane
row of seats from its A320 aircraft.
Removing the seats, explained
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officials, not only lightened the
plane by nearly LI pounds (s
saving fuel) but also reduced the in-
light erew from four to three (thus
oflsetting any revenue lost from the
musing seats). JetBlue doesn’t offer
expensive comforts such as lounges,
full meals, or First-class seating. [t
workforee s nonunionized, and
Ny tl!llﬁli]!ﬁ't‘ﬂﬁl HII{!II A5 TEsem :_-Ili[ll'l
agents, work from home, JetBlue
has proved equally effective on the
revenue-generating side of the led-
rer as well: It uses its differentiation
advantage to attract customers from
other low-fare carriers and its own
low fares to attract nonflicrs, and it's
also found a profitable market in
underserved, high-cost routes. From
1.4 million passengers in 2000,
JetBlue carried 22 million travelers
in 2008, T's now the countne's ninth-
largest airline, with nearly 11,000
LI ['I:I‘}"E'Eh .i].lld 'I'I'i"."d.l'l}' I Eﬂ ain‘:raﬁ.

“Talways talk about the tripod,”
savs Neeleman, ™ — low costs, a
ercat product, and capitalization,”
He founded JetBlue with his own
fortune {(amassed from the sale of
Morris Air to Southwest and the sale
of an electronic hicketing syslem fo
Hewlett Packard ) and 5160 million
m venture capital. The company
went public in 2002 to raise another
5158 million in capital, and in addi-
tion to being the best-handed start-
up inaviation history, its become
one of the most popular stocks in
aviation history,

When Neeleman started Jet-
Elue, however, most obhsernvers
didi’t consider launching an airline
a particularly good idea: Between
1998 and 2002, the major LS.
airlines had lost more than §7 bil-
lien. Obviously, early capitalization
was crucial, not only to Neeleman's
strategy of building a fast-growing
airline but also to any hope he had
of surviving long enough Lo build

& Al Bighe B A My mom
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anvihing at all. He certainly wanted
to avoid the fate of People Express,
a no-frills British-owned carrier that
started up in 1981, By 1985, 01 was
the fifth-Largest airline in the Uniled
States, but it strategy of expanding
throvgl acquisitions saddled it with
an immense debt burden, and it
was out of business by 1987, Chiris
Collins, a former People Express
manager who's now a JetBlue ex-
ceulive, remembers what happened
al People Express: "We were the
best thing going. A vear later, we're
gone becanse we couldn’t sustain
growth, You know what keeps me up
at night [now]? Figuring out what
we'te going to need, not next vear
but five vears from now.”

Growth at JetBlue accounted
for record profits from 2000 through
2004 (it was one of the few TLS.
airlines to turn a profit during the
midustrvwde downswing following
H1TL The mimber of passengers
carried grew by mare than 25 pet-
cent antually between 2007 and
2006, and average sector length —
the distance flown between two
airports— increased from 525 miles
i 2000 to 1,358 miles in 2005 as
the aitline added more routes and
more distant destinations,

In Oclober 2005, however,
profit for the third quarter dropperd
to 52.7 million from 581 million
the previons vear—the resoll of
rising fuel prices, low fares, and
operational inefficiencies, Fourth-
quarter losses made 2005 JetBlue's
first unprofitable vear since its 1IPCY
i 2002, and when losses were again
projected for 2006, Neeleman,
Barger, and Owen announced a
“Retum to Profitability™ plan calling
for 550 million in reduced costs and
530 million in increased revennes.
When the dust had eleared, ]'r:rB]m:
had declared a net profit of $14 mil-
lion for the second quarter of 2006
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(doubling Wall Street forecasts of
§7 million), and by the end of the
vear, the aitdine had announced a
return to profitability.

Aned then camie 2007 =the vear
of what's known at JetBlue as *2714."
The inside reference is lo Valen-
tine’s Day, when a massive winter
storm paralyzed all activity at New
Yorks John F. Kennedy (JFE) Tnter-
national Airport, home to JetBlue's
Busiest hub, Amid forecasts of the
iminent storm, other giclines be-
gan canceling flights, but JetBlue —
which boasted a goal of completing
every Hlight no matter how long the
delay = held off. “They shut it down
[anel ] we should have,” lamented
Neeleman in retrospect. Passen-
gers on i fewer than nine JetBloe
planes were stranded on the tarmae
al JFK for more than six hours cach,
and the airline’s operations were
smatled all across the country lor
days, lorcing it to cancel 279 of 503
flights the next day and 217 of 562
flights the day after that, “We love
our custommers,” aflivmed Neeleman,
“and were horrified by this. There'’s
going 10 be a lot of apologics.”
Apologies were indeed profuse, but
they ended up costing JelBlue 534
million in compensation to stranded
passengers and did liltle to prevent
abservers from wondering whether
the airline hadn't squandered vears
of industn-leading customer salis-
faction ratings in one very bad week.

In May, JetBlue's board of direc-
tors asked ils Fonnder Lo step down
as CEQ. (Neeleman left the come-
paiy Lo concentrate on starting up
an aitling in Brazil.) David Barger,
whao'd been serving as bath presi-
dlent and COO sinee 1995, ook
over. To fill his old job, Barger hired
a former Federal Aviation Admin-
whration official named Russell G
Chew. Chew dumped the policy of
eompleting every scheduled Might,




(1

(@)
Sy

L

= |
&

Q)

L

=

39

B

R =

)

@

@)‘5" M

SO

Fil =

@

N

A

=

@)

i
28

=

\@)

e |
ZIN

o2

L

G

e ()]

L)

@

=

(©

J@)“”

&

.lf--.\\-_J.lﬂﬁ

©2

=

5

B

x -.‘\-‘-J:ﬁx:lt

®)

il L

G

©
¥ -.\‘-@)JE-_%;'P)

e e

IN(E

sy

)

152 PART 2 Planning

but mere importantly, he took a
closer look at the company's cash
flow. Eight quarters of declining per-
formance had taken their toll, and
in December, Chew announced the
sale of a 1Y percent stake in JetBlue
to the Gernman airline Lafthansa for
9300 million. Later in the vear, he
raised another 5165 mullion by sell-
ing convertible debt (bonds that can
be converted into stock ownership).
The move to raise capital lurmed
out o be especially forward looking
when oil prices spiked in Jamary
2008, precipitating the maost recent
crisis in the airling industrv. 1ts new
leadership has given JetBlue some
stability, at least temporarily, al-
though it could de little to shicld
from the economic damage inflicled
first by soarmg fuel prices and then
by a withering global cconomy.
Worldwide, the airline industy
lost 53 ballion in 2005; JetBlue
annonnced a loss of 523 million.
And times promise to remain
difficult for the imdustey, According

to the head of the International
Air Transport Association, “2009 is

shaping up to be one of the toughest
vears ever for intermational aviation.”

Barger, who's working to replace
MNeeleman’s emphasis on aggressive
erowll with a more consevalive
strategic approach, has cut back on

plans to add more aireraft to the flect

Al vvore destinations to e selied-

ule. He alsn mbends o redoce ﬂighls

by about 2 percent but will follow
through on plans 1o start service
from Mew York to Los Angeles.

Case Questions

. How did being a second mover
contribute to JetBlue's success?
What difficulties did it face
in entering its market with a
second-mover strategy?

=3

Consider the factors that gener-
ally contribute to the success of
an entreprenenrial finn. Which
of those factoms were present in
JetBlue's case?

5. s JetBlue still an entrepreneurncl
firma? Why or why not?

==

In vour opimion, what will Davicd
Barger and his management
leam have 1o do i JelBlae is la
sutvive the most recent crisis in
the airline industry?

Case References

Michehine Mavnard, “At [etlBlue, Growing

L| |;| |s | Il.lIJ I T T Tlll" Triress, Lk |-::-||-|_|
¥, 2008, weenonyvbines.com oo March 3,
A, eiBlue Airways Corporation (JBLUY,"
Portfoho.com, 2009, wwa_partfolo.com on
Mlamch 2, 2009 ']I:Iﬁ]l.lr':- Crowth Slows
]-\l"l-\.llll.n'ltin'.'ﬂ":l i1 2008, anna.acro, Movein-
ber 28, 20008, wwwannaacre on March 1,
A Jod Bailey, “Long Delavs Mot Image
|-|-||.'||'j||_||.'_- r"a-l.'l.'l lel' TT.'IIi'l_ | '|_|||'||.\_||:. |_-_

s LY WL e g an Narc Il 3, 2l
World's Airlines Lost £5% Bellion s 20468,
Ciroup Sayvs,” USA Toduy, January 29, 2009,
www.Lsaboduy com on Mach 1, 2009 Mi-
cheline Mavnard, =3 Airlines End Tough
Year witl Doep Losses,” Mew York Tones,
Janwars 30, 2009, waw tinescom on
Blasch 3, 2007 “JatBlue Annownees Fourth
Chasarter and Full Year 2005 PreTax Besults”
PR Mewmsudn, r.||||IJ.|'|. 24 MK |||:||:- Fiews,
meoneyeen bal men com on hasch 3, 209

Facebook Faces the Problem
of Booking Revenues

I. I vou use Facebook (or any other social-networking
site), which of its features arc most attractive to vou?
If vou don't nse any social-networking site, what fea-
tures are most likely to cause vou to try one oul?

3. Why is Facebook's nser base so valuable an asset?
lin what wavs has Facebook tried to tuen that asset

Copamighn I8 Carg ape Deamag Al Highe Bewried M sm re el o weed o deplicnsS 10 a0l oF inpem . Tied wnd bevosiss raple | <im0 nd pidTe cnatedd m ey b oupgnes aod froim e ol ook Siwcbiar s Thigesen b
Fiflirmipl e e bas bl @ gy cupper el grmiesi bay gre reeerull i de soE] Bsmapmpreps Trapys Dranng mere e pgesomppie g sdlraad oorss @ my e | sifesgped ngal ot o i

Identifv the primary factors in Facebook’s suceessin 4
altracting vsers over the course of its brief litetime.

souree?

Facebook?

'l

why not?

milo a profitable resource? What strategy would you
recommend that Facebook use to penerate more
revenne, whether from advertising ar some ather

What do vou see as the most serious threats to

Would vou be willing to invest in Facebook? Why or
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orgaonization design.

: - 5 Identify and describe ng fssues
3. identify and explain key siugtional infiuences nrﬂﬂn?’::hnn d&llén Biee I leein

on organization design.
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.f?.r'gnm 7.4 The Innovation Process

Orgenizoions ochively seak ko manage the innovalion process. These sheps Mhrate e general e cyele that chorockesizes mos
innovalions. OF course, as with creativity, the innovation process will sulfer if i &5 appreached foe medhanically end rigidly.

the Merf ball and numerons related pmdu:?l's g&n&nlfd millions of dallars m revenues
for it

Innovation APP"CHHHH Innevation application is the stage in which an
organization takes a developed idea and uses it in the design, manufacturing, or delivery
of new products, services, or processes. At this point, the innovation emerges from the
laboratery and is transformed into tangible goods or services. One example of innovation
application is the use of radar-based focnsing systems in Polaroid's instant cameras, The
idea ::ufu.sing radio waves to discover the location, speed, and direction of moving objects
was first applicd extensively by Allied forces during World War 11, As radar technology
developed during the following vears, the electrical components needed became smaller
and more streamlined. Researchers at Polaroid applied this well-developed technology in
anew way, '

Application Launch Application launch is the stage at which an arganization
mtroduces new products or services to the marketplace. The important question is not
"Diacs the imnovation work?” but *Will customers wanlt to purchase the innovative product
and service?™ History is full of creative ikleas that did not generate enough interest among
custmers to be successful. Some notable mnevation Railutes inclode o portable seat warmer
from Sony, "New™ Coke, and Polaroids SX-T0 instant camera [which cost 53 billion 1o
develop, but never sold more than HHLG00 units in a vear). " Thus, despite development
and application, new products and services can still Lail at the launch phase.

lpp'il:l:lﬁnl‘l. Growth Once an innovation has been successfully launched, it then
enters the stage of application growth. This is a period of high cconomic performance for
an organization because demand for the product or service is often greater than supply.
Organizations that fail 1o anticipate this stage may unintentionally Timit their growth,
as Apple did by not anticipating demand for its iMac computer, At the same time,
overestimating demand for a new product can be just as detrimental to performance.
Unsald products can sit in warehouses for vears,

. .I'.'. L, W, T e N
Compaimt g1 I8 G g g Lrarmang. Al Riphe Besroed B s e doperd, o sl 0 dopl o, (5 sk of o6 g, T 468 Bk rapbes, 0ors 0 nlf padTy onacesd o s b a8 b fakeliat 8 TR BT H
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CHAPTER 7 Organization Change and Innovelicn 207

Innovation Maturity Alter a period of growing demand, an innovative product
of service often enlers a period of maturity. Innovation maturity is the stage at which
most organizations in an industry have aceess to an immovation and are applving it in
approximately the same way. The technological application of an innovation during this
stage of the innovation process can be very sophisticated, Because most firms have access
to the innovation, however, as a result of either thewr developmg the mnovation on therr
own or copying the inmovation of others, it does not provide competitive advantage to
any one of them, The time that elapses between innovation development and innovation
malurily varies notably depending on the particular preduct or service. Whenever an
inovalion imvalves e nse 1'||-r_'|!|||||:|]¢1. skills (such as a l:,."l.'rlll]]]i{,'i-ll-ﬁ'l'l |||.'|i|.|1E|EI1rti|:|g
process or highly sophisticated teamwork), moving from the growth phase to the maturity
phase will take longer, In addition, il the skills needed (o implement these innovations are
rare and difficult to initate, then strategic imitation may be delayed, and the erganization
may enjoy a period of sustained competitive advantage.

Innovation Decline Every successful innovation bears its own seeds of decline.
Because an organization does nol gain a competitive advantage from an innovation at
maturity, it must encourage its creative scientists, engmeers, and managers to htgin looking
for new innovations. This continued scarch for competitive advantage usually leads new
products and services to move from the creative process through innovation maturity, and
tmally to mnovation declime, Innovation decline 15 the stage dunng which demand for an
inmovation decreases and sulstitute innovations are developed and applied.

Forms of Innovation

ach creative udea that an organization develops poses a different challenge for the
innovation process: Innovations can be radical or incremental, technical or managerial,
adl product or process,

Radical versus Incremental Innovations Radical innovations are new
products, services, or technologies developed by an organization that completely rep lace
the existing products, services, or technologies man '||11.|l'.15'll‘1.'.r Incremental innovations
are new products, services, or processes that modily existing ones. Finms that implement
radical innovations fundamentally shift the nature of competition and the interaction of
firms within their environments, Finms that implement incremental innovations alter,
but do not fundamentally change, competitive inferaction in an indusiny, radical innovation
Chver the last several years, organtzations have introduced many radieal innovations.  §paw prechutt, serike, o
For example, compact disk technology replaced long-playing vinyl records in the  sechnokgy that completely reploces
recording industrv and now digital dewnloading is replacing CDs, DVDs have replaced o wising ore
videocassettes bul are now being supplanted by Blu-ray DVDs and online downloading, ;5 .remental
atul high-definition television is replacing regular television technology. Whereas radical  §pnavation
innovations like these tend to be very visible and public, incremental innovations actwally 8 pew produrt, senvce, or teshaciogy
are more numerous. For instance, each new generation of the iPhone and the iPod  thet medfies o exésing one
represents relatively minor changes over previous versions,

technical innevation

. . . - o , Achongs in fhe oppearnce of
Technical versus Managerial Innevations Technical innovations are changes erfomants of 0 iodect o once

in the physical appearance or performance of a product or service or of the physical g of the physical processes feosgh
processes through which a product o semvice is mamafactured. Many of the most imporiant whith o prodect or senvice &
imnovations over the last 50 VLTS have been bechuical. For E!'f.;ll]lpll:, the serial r:plarmnr:nt manfochyred

of the vacunm tube with the transistor, the transistor with the integrated cireuit, and the

i N oAbt & e Bl
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Precadfilly Clrous

mrlegrated circuit with the microchip has greatly
enhanced the power, ease of use, and speed of
operabion of a wide variety of electronic products,
Not all innovations developed by organizations
are technical, however. Managerial innovations
are changes in the management process by which
products and services are conceived, built, and
delivered to customers, ™ Fhev do not necessarily

affect the physical appearance or performance of
products or services directly. In elfect, reengineering,
as we discussed earlier, represents a managerial
innovation.

Product versus Process Innovations
|!-'L'I'|Iil [15 I]ll;' o 1adast i||'||r|,rrr.¢1l|l |:.|:-l:h |::If ||;‘*1_"||I|i|.'i||

Moy produch Sodoy are the resul of incremantal l::'

imnovaions

i i
L Eal rrnﬂ.‘.'r':__ SPrYywOomE, O

mmovations are product mnovations and process
mnovations. Product innovations are changes in the
physical characteristios ar performance of existing
products or services or the creation of brand-
new products or services., Process innovations

MBS

felieleta el i are L't];\l'l]:t"!-i m ”]L‘ W pTLlllll.H."l'!i O7 SEFVIees ane

modily axisting cnes. Toke the iPhone, for example. The firs) manifactured, created, or distribuled. Whereas

iFhona, ome af me mosk o)
] |
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2 i
al i Prane has ke tha &x shing prociect and

managerial
mnavation

A thangs i tha marngemeat
BroCess i on oigoaizatian

preduct innovation
A thanga in tha physiml
chomeieistics or parformance of on
exsiing product or serice o the
creafion of o new ore

precess innovation
A change i the way o paduct or
sanvice is monefachored, created,
distribatad

coessfid new praducls in Rision,

] . . .
Modo vanous IMprovaments ko il

managerial innovations generally affect the broader
context of development, process mnmations directly
aflee! manfactring.

'he implementation of robotics 15 a process

mnovation., The ellect of product and process
innewations on economie felurn l|¢~|:¢*:|n|x on the stage ol the mmovation proCess that a new
product or service occupies. Al firsk, during -;Jn:'.c!u]:mu:nt .tp]:llm.rlm]l and launch, the
plosical attributes and capalbilitics of an innevation maostly affect orsanizational pe rFuuu.nu ¢
Thus product innovations are particularly important during these beginning phases. Later, as
an mnovation enters the phases of growth, maturity, and decline, an organieation’s ability to
develop process innovations, snch as finedtuning manofachiring, incresing product gquality,
and iinproving product distribution, becomes important to mambaining economic retum.
Japanese organizations have often excelled at process innovation. The market for
35 mum cameras was dominated by Cerman and other Evropean manufacturers when, in
Lhe |;.1r|j. 19605, Japancse organizalions such as Camon and MNikon began n aking caneras.
same of these early Japanese products were not very successful, but these companies
conbinued to mvest i their process 1:.L||.:Jﬂ]uf{'. and eventually were able to merease guality
and decrease manufacturing costs.™ The Japanese organizalions came to dominale the
worldwide market for 35 mm cameras, and the German companies, becanse they were
ot able o maintain the same pace of process innovation, strugeled to maintain markel
share and profitability. And as film technology gave way to digital phetography, the same
Japanese firms effectively transitioned to leadership in this market as well.

The Failure to Innovate

To remain compehibive in todavs cconomy, orgamizations must be mnovative. And vet
many organizations that should be innovative are not successful at bringing ol new
l:'ru-.hwl'. or services or do so only afler innovations createil |r:- otliers are very malure.
Organizations may fail to innovate for at least three reasons.
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has been a title i name only, and that their emplovers use this title te discniminale against
them in various ways. For instance, FedEx relies on over 13,000 “contract” deivers. These
nals wear Fed Ex vuniforms, drive FedEx trucks, and must follow Fed Ex rales and
procedures. However, because the firm has hired them under a different emplovment
agreement than its “regular” emplovees, it does not provide them with benefits. Some of
those individuals are currently suing FedEx on the grounds that, for all practical purposes,
thev are emplovees and should enjoy the same benelits as other drivers. ™

el

=)
s

SUMMARY OF LEARNING OBJECTIVES AND KEY POINTS

@ l. Deseribe the environmental contest of HRM, in- ¢ Trammg and development enable emplovees to

= chuding its strategic importance and its relationship perform their present joby effectively and 1o pre-

::‘I".i‘.\._. with legal and sacial factors. pare for future jobs.

@ﬁ = HIRAL is concemed with attracting, developing, *  Performance appraisals are important for vali-

ﬁ\@ arnuel m-,qinta'miug the human resources an oTga- t[aﬁnq selection devices, assess iﬁE_l'I the 'me::,n:t of

'@E nizalion needs. training prograims, deciding pay raises and pro-

5}‘@ e Its environmental context consists of its strategic melions, and determining Iraining needs.

@ i.[ll|:l'tl'l‘|:.|'.I[IEE and the legal and social environ- ¢ Both objective and judemental methods nfup-
ments that affect HRAL praisal can be applied, and a good systen usu-

a|'|:|.' includes several methaods.

Y |
SO

2. Discuss how E:r:;un:iznt'luns attract human resources,
including lhiwman resource planming, recroiting, and = The validity of appraisal information is always
selecting. a concem, becanse it is difficult to accurately

evaluate the many aspects of a person’s job

performance,

*  Attracting human resourees is an importanl part
of the HRA] function,

Human resource planning starts with job analy-
sis and then focuses on forecasting the organiza-
hion's futute need for l:".'1TI'|.'I'] OVELS, fmr:-.’.'usl'mg the
availability of emplovees both within and out- *  Maintaining limman resources is alse important.
side the organization, and planning programs
to ensure Hiat the prpct pimber and bvpe of
emplovees will be available when needed.

EC)

4 Discuss how onganizations mamtain human re-
sotees, including the dete mination of com pensa-
tion and benefits and career planning.

et
2

&)

s Compensation rates must be fair compared with
rates [or other jobs within the organization and
with rates for the same or similar jobs in other

Pt e
F —-'\"u@d’:ﬂ'}:

@ﬁ *  Recruitment and selection are the processes by organizations in the labor market.
Eﬁ’@] ;ﬂ;:dh job applicants ate atiracted, assessed, and s Properly designed incentive or merit pay sys-
Frany e tems can encourage high performance, and
S & Alethods for selecting applicants include appli- a pood benefits program can lielp attract and
:}‘j. cation blanks, tests, mtenviews, and assessment retain employvees.

oenbers.

*  Career planning is also a major aspect
Any method used for selection should be prop- of HRML.
erly validated.

|
—-\"u@}l’rﬁ{
L

Sl b

Discuss the nature of diversity, including its mean-
Deseribe how organizations develop human re- mg, associated trends, impact, and management,
sources, including training and development, per-
formance appraisal, and performance feedback.

| =
©
i

*  Diversity exists in an organization when its
members differ from one another along one or

|

*  Organizations must also work to develop their miore important dimensions, including gender,
Tz resources. agre, antd ethnieity.
Conperm g I i g w1 g Al Righu B d e roperd, w0 maed o deplcaed, i aBoke o inpan, Tied 108 Bemodes igibed, i 1 nf Pl oramiad -wkmumi‘u -ﬂ.ﬁ-inﬂ.lu i-n‘lﬂ'-.-r;}. -
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Exercise Background

You may choose either of e following exercise varia-
tons. We tend to favor Variation 1 hecanse the exercise
is. usuallv maore useful if vou can relate o real job
requirements on a personal level.

Variation 1. If vou currently work or have worked in the
past, select twao jobs with which vouw have some Gmiliar-
iy, Ty to select one job that entails relatreely low levels
of skill, responsibility, education, and pay and one job

that entails relatively high levels in the same categoties.

Exercise Task

Reviewing what vou've done so far, now do the
fn“uwing:

| Tdentify the most basic skills needed 1o perform cach
of the two jobs effectively.

2. Tdentify the general indicators or predictors of
whether a given individual can perdform each job,

251

Vieriation 2. 1Fyou've never worked or vou're not person-
ally familiar with an amay of jobs, assume that vou're a
manager of a small manufacturing plant. You need to
hire people 1o fill two jobs. One job is for a plant custo-
tian to sweep Hoors, elean bathrooms, empty trash cans,
and so forth. The other job is for an office manager

who will supervise a staff of three clerks and secretaries,
admimster the plant payrell, and coordinate the admm-
strative operations of the plant.

3. Develop a briel set ol interview questions that von
miqh’r use bo determine whether an ap]ﬂi:ﬂ nt has
the gualifications for cach job.

+. How impottant is it for vow, as a manager hiring an
emplovee to petfonn a job, to possess the technical

skills meeded 1o periorn the jobs that voure trying
to ElIZ

SKILLS SELF-ASSESSMENT INSTRUMENT

What Do Students Want from Their Jobs?

Purpose: This exercise investigates the job values held
by college students at vour institution. Then it asks the
students to speculate about emplovers” perceptions of
college students” job values. This will lielp vou under-
stand how college students can be recrited eflectivelv.
It also gives von insight into the difficulties of managing
andd motivating individuals with different values and
perceptions.

Introduction: Emplovees choose carcers that match
their job values, Emplovers iy to wsderstand emplovee
values to better recruit, manage, and motivate them.
Job values are important therelore, in every TR process,
from job advertisements and interviews, to performance
appraisals, to compensation planning.

Instrctions:
l. Complete the followmg Job Values Survey, Con-
sicler what wou wanl fromm vour fulure career. Using

Conperm e 1 i g g g Al Righe B d I o

Caolomn 1, rank the T job values from 1 1o T4, with
| being the most important to you and 14 being the
least important.

I3

In vour opinion, when potential emplovers try to
attruct students, how much mportant do they think
students give 1o cach of the values? For Column 2,
respord with a + (plus) if von think emplovers would
rank it hagher than students of with a = (minus) it
vou hink emplovers woold rate it lower. This is the
emplovers’ perception of students” values, not of their
own values,

A, I small ETOUPS OT 3 class, compube an average rank-
img for cach value, Then discuss the resuls,
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GLOBAL ECONOMIC CRISIS RESOURCE CENTER

he credit collapse. Tumbling markets.
Bailouts and bankruptcies. Surging
unemployment. Political debate. Today's
financial turmoil transforms academic theory
into breaking news that affects every family
and business sector — from Wall Street
to Shanghai,

Cengage Learning's Global Economic
Watch brings these pivotal current events
into the classroom. It helps you answer the
key guestions of the day, including: “How
did we get here?” and "Where do we go
from here?”

The Watch, a first of its kind resource, stimulates
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Lessons from TS M-y
real life

discussion and understanding of the global downturn

with easy-to-integrate learning solutions:

= A content-rich blog of breaking news, expert

analysis and commentary — updated multiple
times daily — plus links to many other blogs

= A powerful real-time database of hundreds
of relevant and vetted journal, newpaper and
periodical articles, videos, and podcasts —
updated four times every day

A thorough everview and timeline of events
leading up to the global economic crisis

Student forums for sharing questions, ideas,
and opinions

History is happening now. Experience it in the classroom.
For mere information on the power of The Watch, please visit www.cengage.com/thewatch.



