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This book is intended for readers who are undertaking 
their first systematic exposure to the study of manage-
ment. Most will be first-year undergraduates follow-
ing courses leading to a qualification in management 
or business. Some will also be taking an introductory 
course in management as part of other qualifications 
(these may be in engineering, accountancy, law, infor-
mation technology, science, nursing or social work) and 
others will be following a course in management as an 
element in their respective examination schemes. The 
book should also be useful to readers with a first degree 
or equivalent qualification in a non-management sub-
ject who are taking further studies leading to Certifi-
cate, Diploma or MBA qualifications.

The book has the following three main objectives:

l	to provide newcomers to the formal study of man-
agement with an introduction to the topic;

l	to show that ideas on management apply to most ar-
eas of human activity, not just to commercial enter-
prises; and

l	to make the topic attractive to students from many 
backgrounds and with diverse career intentions.

Most research and reflection on management has 
focussed on commercial organisations. However, there 
are now many people working in the public sector and 
in not-for-profit organisations (charities, pressure 
groups, voluntary organisations and so on) who have 
begun to adapt management ideas to their own areas of 
work. The text reflects this wider interest in the topic. It 
should be as useful to those who plan to enter public or 
not-for-profit work as to those entering the commercial 
sector.

European perspective

The book presents the ideas from a European perspec-
tive. While many management concepts have devel-
oped in the United States, the text encourages readers 
to consider how their particular context shapes man-
agement practice. There are significant cultural differ-
ences that influence this practice, and the text alerts the 
reader to these – not only as part of an increasingly inte-
grated Europe but as part of a wider international man-
agement community. So the text recognises European  
experience and research in management. The case 

studies and other material build an awareness of cul-
tural diversity and the implications of this for working 
in organisations with different managerial styles and 
backgrounds.

Integrated perspective

To help the reader see management as a coherent whole, 
the material is presented within an integrative model 
of management and demonstrates the relationships  
between the many academic perspectives. The intention 
is to help the reader to see management as an integrat-
ing activity relating to the organisation as a whole, rather 
than as something confined to any one disciplinary or 
functional perspective.

While the text aims to introduce readers to the tradi-
tional mainstream perspectives on management which 
form the basis of each chapter, it also recognises that 
there is a newer body of ideas which looks at develop-
ments such as the weakening of national boundaries 
and the spread of information technology. Since they 
will affect the organisations in which readers will spend 
their working lives, these newer perspectives are in-
troduced where appropriate. The text also recognises 
the more critical perspectives that some writers now 
take towards management and organisational activi-
ties. These are part of the intellectual world in which 
management takes place and have important practical  
implications for the way people interpret their role 
within organisations. The text introduces these per-
spectives at several points.

Relating to personal experience

The text assumes that many readers will have little if 
any experience of managing in conventional organisa-
tions, and equally little prior knowledge of relevant evi-
dence and theory. However, all will have experience of 
being managed and all will have managed activities in 
their domestic and social lives. Wherever possible the 
book encourages readers to use and share such experi-
ences from everyday life in order to explore the ideas 
presented. In this way the book tries to show that man-
agement is not a remote activity performed by others, 
but a process in which all are engaged in some way.

Preface to the  
first edition
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xiv Preface to the first edition

Most readers’ careers are likely to be more fragmented 
and uncertain than was once the case and many will 
be working for medium-sized and smaller enterprises. 
They will probably be working close to customers and 
in organisations that incorporate diverse cultures, val-
ues and interests. The text therefore provides many 
opportunities for readers to develop skills of gather-
ing data, comparing evidence, reflecting and generally 

enhancing self-awareness. It not only transmits knowl-
edge but also aims to support the development of trans-
ferable skills through individual activities in the text 
and through linked tutorial work. The many cases and 
data collection activities are designed to develop generic 
skills such as communication, teamwork, problem solv-
ing and organising – while at the same time acquiring 
relevant knowledge.
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This sixth edition takes account of helpful comments 
from staff and students who used the fifth edition, and 
the suggestions of reviewers (please see below). The 
book retains the established structure of six parts, and 
the titles of the twenty chapters are substantially as 
they were before. Within that structure each chapter 
has been updated where necessary, with many new and 
current examples both in the narrative and in the Man-
agement in practice features, and with new empirical 
research strengthening the academic credentials. The 
main changes of this kind are:

Chapters
Chapter 3 (Organisational cultures and contexts) – 
more structured model (Hill and Jones, 1992) for 
stakeholder analysis, also used in later chapters.
Chapter 6 (Planning) – better presentation of tasks 
in planning, and some new section titles.
Chapter 9 (Managing marketing) - same (updated) 
material, but clearer structure.
Chapter 10 (Organisation structure) – topics closely 
related to the new chapter case study.
Chapter 12 (Information systems and e-business) –  
material updated; Google case strengthened by 
drawing on book by Levy (2011).
Chapter 13 (Creativity, innovation and change) – 
substantial revision and new case, with new material 
on creativity, and on open innovation.
Chapter 14 (Influencing) – same (updated) material, 
but topics now closely related to the new chapter 
case study.
Chapter 16 (Communicating) – Facebook case 
substantially strengthened by drawing on book by  
Kirkpatrick (2010).

Academic content This has been extended and 
updated where appropriate, with over 80 new articles, 
mostly reporting empirical research to enable stu-
dents develop the habit of seeking the empirical evi-
dence behind management ideas. Examples include: 
new research on complementarities in Chapter 12; 
a new section on creativity in Chapter 13, as well 
as Chesbrough (2006) on open innovation; several  

studies of virtual teams in Chapter 17; and an empirical 
study of ‘fast fashion’ which complements the Zara 
case in Chapter 18.

Integrating themes – NEW theme The intention 
of this section is to provide a way for teachers to guide 
students with a particular interest in one or other of the 
themes to become familiar with some of the academic 
literature on the topic, and to see how each theme links 
in a coherent way to all of the topics in the text. New to 
this edition is the ‘entrepreneurship’ theme, followed by 
sustainability, internationalisation and concluding with 
governance. Entrepreneurship is included as the topic is 
of growing interest, and all aspects of the book relate to 
it: this is shown by, in almost all chapters, citing recent 
empirical work relating the topic of the chapter to 
entrepreneurship. The same is true of each of the other 
themes

The section aims to relate aspects of the chapter  
to each theme, bringing each chapter to a consistent 
close.

Teachers may want to use this feature by, for exam-
ple, setting a class project or assignment on one of the 
themes (such as sustainable performance) and inviting 
students to draw on the multiple perspectives on the 
topic which each chapter provides. For example:

Chapter 3 (Section 3.8) provides material on sustain-
ability from the Stern report.
Chapter 6 (Section 6.9) shows how one company is 
planning to work more sustainably.
Chapter 10 (Section 10.9) shows how sustainability 
can be supported by a suitable structure.
Chapter 15 (Section 15.8) links motivation to sus-
tainability and illustrates it with a company which 
includes measures of sustainability in the manage-
ment reward system.
Chapter 18 (Section 18.8) argues that all waste is 
the result of a failure in operations, which therefore 
needs to be the focus of improving sustainable per-
formance.

Cases These have been revised and updated – and 
six are completely new: innocent drinks (Chapter 2, 
was Part 1 Case); Apple (Part 1 Case, was Chapter 14); 

Preface to the  
sixth edition
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xvi Preface to the sixth edition

The Co-operative Group (Chapter 5); GKN (Chapter 8); 
GlaxoSmithKline (Chapter 10); Pixar (Chapter 13); The 
British Museum (Chapter 14); The British Heart Foun-
dation (Part 5 Case).

MyManagementLab This title can be supported by 
MyManagementLab, an online homework and tutorial 
system designed to test and build your understanding. 
MyManagementLab provides a personalised approach, 
with instant feedback and numerous additional resources 
to support your learning. You need both an access card 
and a course ID to access MyManagementLab.

To encourage students to use this resource, each of 
the companies which features in the video clip also fea-
tures in some way in the book itself. For example The 
Eden Project is the Chapter Case in Chapter 15 (Moti-
vating) while the others provide Management in prac-
tice features in several chapters.

Features Many of the Management in Practice fea-
tures have been updated and renewed, as have some 
Key Ideas. There are over 100 new references and  
additional suggestions for Further Reading. Several of 
the Case Questions and Activities have been revised to 
connect more closely with the theories being presented. 
The Learning Objectives provide the structure for the 
Summary Section at the end of each chapter.

Test your understanding As before, there is a set of 
questions at the end of each chapter to help students as-
sess how fully they have understood the material.

Think critically At the end of the first chapter I contin-
ue to present ideas on the components of critical think-
ing – assumptions, context, alternatives and limitations. 
These themes are used systematically to frame many of 
the learning objectives, and structure the ‘Think criti-
cally’ feature at the end of each chapter.

Read more Each chapter concludes with some sugges-
tion for students who want to read more about the topic. 
The format varies, but usually includes a mix of classic 
texts, one or two contemporary ones, and a couple of 
academic papers which represent good examples of the 
empirical research that underlies study of the topic.

Go online Each chapter concludes with a list of the 
websites of companies that have appeared in the chap-
ter, and a suggestion that students visit these sites (or 
others in which they have an interest) to find some in-
formation and seek information on some of the themes 
in the chapter. This should add interest and help retain 
the topicality of the cases.

Part Cases In response to several reviewers’ sug-
gestions, the Part cases have been substantially en-
larged, in the hope that they will enable students to use  

them to engage more fully with the text material. 
The common principle is to encourage students to 
develop their ‘contextual awareness’ by seeing how 
organisations act and react in relation to, amongst 
other things, their environment. The common struc-
ture therefore is:

l	The company – material on the company and major 
recent developments.

l	Managing to add value – some ways in which man-
agers appear to have added value.

l	The company’s context – identifying between three 
and five contextual factors.

l	Current management dilemmas – drawing on the 
previous sections to identify pressing issues.

l	Part Case questions – now in two groups – the first 
looking back to the material in the text, the second 
more focussed on the company, and so perhaps  
offering a link to ‘employability skills’ – see below. 
As well as supporting individual learning, these  
extended cases could be suitable for group assign-
ments and other forms of assessment.

Employability skills each Part now concludes with a 
section on ‘Employability skills – preparing for the world 
of work’. This a completely new feature, responding to 
the growing expectations that universities and colleges 
do more to improve the employability of their students. 
The organising principle is to provide a structured 
opportunity for the student to develop and record 
evidence about six commonly cited employability  
skills:

l	business awareness;
l	solving problems;
l	thinking critically;
l	team working;
l	communicating;
l	self-management.

To help them do this they are asked to work through 
some specified tasks which link the themes covered 
in the Part to the six skills (sometimes called capa-
bilities and attributes) which many employers value. 
The layout should help them to record their progress 
in developing these skills, and then articulate them to 
employers during the selection processes.

The basis of these tasks is the enlarged Part Case 
described above. The Employability section builds on 
this by setting a set of alternative tasks relating to the 
Part Case (to be chosen by the student or the instruc-
tor as preferred). That task in itself relates to the busi-
ness awareness theme – and concludes by asking the 
student to write a short paragraph giving examples of 
the skills (such as information gathering, analysis and 

A01_BODD4242_06_SE_FM.indd   16 15/11/13   10:47 AM



Preface to the sixth edition

presentation) they have developed from this task, and 
how to build this into a learning record.

The other skills are developed by successive tasks 
which ask them to reflect on how they worked on the 
‘Business awareness’ task – such as solving problems, 
thinking critically, and so on.

I do not envisage that many will work through all 
of these tasks in every Part – it is a resource to be used 
as teachers and their students think best. I hope that 
teachers and students find this new feature valuable, 
and look forward to feedback and comments in due 
course.

xvii
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Guided tour  
of the Book

This new edition of Management: An Introduction 
has been designed to support you in your studies and 
throughout your career afterwards. Utilising both tried 
and tested learning features as well as innovative new 
learning tools, this new edition is the core guide to the 
main topics, skills and theories in management that you 
will study and use.

Additionally, the text places management theory in 
the context of everyday workplace activity. As such, this 

new edition provides features and activities that will en-
able you to build confidence in your knowledge and 
understanding of current work practice, helping you to 
develop your skills and improve your employability in 
readiness for life after study.

Making full use of the text features listed below will 
help to improve both your learning potential and better 
prepare you for a successful career in the future. Good 
luck!

The book is divided into six Parts, each of which opens 
with an Introduction helping you to orientate yourself 
within the book.

part 1
AN INTRODUCTION 
TO MANAGEMENT

Introduction
This part considers why management exists and what it contributes to human wealth 
and well-being. Management is both a universal human activity and a distinct occupa-
tion. We all manage in the first sense, as we organise our lives and deal with family and 
other relationships. As employees and customers we experience the activities of those 
who manage in the second sense, as members of an organisation with which we deal. 
This part offers some ways of making sense of the complex and contradictory activity 
of managing.

Chapter 1 clarifies the nature and emergence of management and the different ways in 
which people describe the role. It explains how management is both a universal human 
activity and a specialist occupation. Its purpose is to create wealth by adding value to 
resources, which managers do by influencing others – the chapter shows how they do 
this. It concludes with some ideas about managing your study of the topic. You are 
likely to benefit most by actively linking your work on this book to events in real organi-
sations, and the chapter includes some suggestions.

Chapter 2 sets out the main theoretical perspectives on management and shows how 
these complement each other despite the apparently competing values about the  
nature of the management task. Be active in relating these theoretical perspectives to 
real events as this will help you to understand and test the theory.

The Part Case is Apple Inc., one of the world’s most valuable and innovative compa-
nies, which illustrates how those managing it have been able to add value so success-
fully over many years – and also the challenge it now faces from new competitors.
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Part Cases encourage you to develop your ‘contextual 
awareness’, understanding and experiencing how 
organisations act and react to both internal and external 
forces.

part 1 Case
aPPlE InC. 
www.apple.com

the company
In 2012 apple sold 125 million iPhones, a 73 per cent 
increase on the previous year; it also sold 58 million 
iPads, up 80 per cent on 2011. It received revenue of 
$80 billion and $32 billion respectively from these two 
products, together accounting for about 70 per cent of 
total sales that year of over $156 billion. In the intensely 
competitive market for computer electronics, apple 
had had a good year – though in the management com-
mentary with the financial results it cautioned investors 
about the difficulties that it was likely to face in main-
taining that rate of growth.

the company began in 1976, designing and making 
personal computers. at the time these were a novelty:  
most computers then were ‘mainframe’ machines,  
operated by companies and public bodies. By 2013 the 
company’s product range included the apple Mac per-
sonal computer, itunes (launched in 2001), iPod digital 
music player (also 2001), iPhone (the company’s first 
move into mobile phones – 2007), MacBook (2008) and 
iPad tablet (2010). the iPhone success was especially 
significant as it showed the ability of a computer maker 
to succeed in the mobile phone sector. the attractive 
design enabled the company quickly to become the 
leading player in the industry, helped by the thousands 
of applications available for the iPhone through the 
online apple Store – which competitors like nokia and 
Motorola could not match.

When the late Steve Jobs and Steve Wozniak set up 
the business in 1976, they invested $1300 each. they 
secured more funds from private investors, and by 
1980 required more funds to finance the rapid growth –  
which they raised by selling 4.6 million shares in the 
company to the public, for $22 each. In early 2013 
these were trading on the new York Stock Exchange 
at about $527. a measure of the value it was adding 
to resources is the operating profit margin – broadly 
the difference between its expenditure and income. In 
2012 this was over 43 per cent, helped by strong sales 
of the iPhone and the declining cost of producing 
each one as sales increased. the table shows some 
measures of performance in the two most recent 
financial years.

Measures of a performance to 30 September in each year

2012 2011

total net sales ($m) 156,508 108,249

Cost of sales ($m) 87,846 64,431

gross margin ($m) 68,662 43,818

gross margin% of sales 43.9 40.5

net income before tax ($m) 55,763 34,205

net income after tax ($m) 41,733 25,922

Earnings per share ($) 44.64 28.05

dividend per share 2.65 0.00

Source: Apple Inc. Annual Report filed with the united States Securities 
and Exchange Commission.

Managing to add value
Management style
Steve Jobs typified the distinctive business environ-
ment of ‘Silicon Valley’ – the area in California where 
many of the world’s leading electronic businesses have 
their headquarters. Even as apple grew, Jobs worked 
hard to create a corporate culture characterised by 
an intense work ethic and casual dress code. Michael 

Getty Images
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71APPlE INC. 

‘feel’ of products and services. this perhaps recreated 
the dominant role which Steve Jobs played in this re-
gard, ensuring the deep integration typical of apple 
products.

Sources: Moritz (2009); Economist, 1 october 2009; lashinsky (2012); 
Isaacson (2011); Financial Times, 27 August 2012, 31 october 2012, 21 
december 2012.

chief executive. He had worked very closely with Jobs 
for the whole of that time, and had a deep understand-
ing of the values and methods which lay behind the 
company’s success.

In 2012 Cooke appointed Jonathan Ive, the com-
pany’s hardware designer to be head of software as 
well. He became responsible for all the company’s 
user interfaces, giving him final say in the design and 

Part case questions
(a) Relating to Chapters 1 and 2

1 Refer to table 1.1, and the ‘unique’ challenges listed in the right-hand column. Identify examples of these 
challenges which apple faced, as it evolved from ‘business start-up’ to ‘international business’.

2 Refer to table 1.2, and the ‘activity’ suggested alongside each role. Identify as many examples as you can 
of managers in apple having to perform these roles.

3 What examples of ‘specialisation between areas of management’ (Section 1.4) does the case mention?

4 What examples can you find in the case of apple’s management influencing people by shaping the con-
texts in which they work? (Section 1.7)

5 Which values and assumptions appear to be reflected in the company’s practices? (Section 2.2)

6 What examples can you find in the case of apple’s management practices corresponding to one or more 
of the models in the ‘competing values’ framework. Which of these appears to dominate? (Section 2.3 and 
rest of Chapter 2)

(b) Relating to the company

1 Visit the company’s website (and especially its latest annual Report), and make notes about how, if at all, 
the dilemmas identified in the case are still current, and how the company has dealt with them.

2 What has been its relative market share of smartphones and tablets in the most recent trading period? 
Which competitors have gained and lost share? access this information from the websites of Economist, 
Financial Times or BBC News (Business and technology pages).

3 What new issues appear to be facing the company that were not mentioned in the case?

4 Can you trace how one or more aspects of the history of the company as outlined in the case has helped 
or hindered it in dealing with a current issue?

5 for any one of those issues it faces, how do you think it should deal with it? Build your answer by referring 
to one or more features of the company’s history outlined in the case.
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End-of-case questions relate back to the Chapters 
within the Part and specifically to the organisation and 
encourage you to develop your critical thinking and 
employability skills.

       

Chapter 2

Aim

To present the main theoretical perspectives on management and to show how 
they relate to each other.

Objectives

By the end of your work on this chapter you should be able to outline the concepts 
below in your own terms and:

1 Explain the value of models of management, and compare unitary, pluralist and 
critical perspectives

2 State the structure of the competing values framework and evaluate its 
contribution to our understanding of management

3 Summarise the rational goal, internal process, human relations and open 
systems models and evaluate what each can contribute to a manager’s 
understanding of their role

4 Use the model to classify the dominant form in two or more business units, and 
to gather evidence about the way this affects the roles of managing in those 
units

5 Show how ideas from the chapter add to your understanding of the integrating 
themes

ModElS of ManagEMEnt

Key terms

this chapter introduces the following ideas:

model (or theory)
metaphor
scientific management
operational research
bureaucracy
administrative management
human relations approach
system

open system
system boundary
feedback
subsystem
socio-technical system
contingency approach
complexity theory
non-linear system

Each is a term defined within the text, as well as in the glossary at the end of the book.
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Chapter openers provide a brief introduction to chapter 
aims and objectives, so you can see why the subject is 
important to study and what knowledge you will gain, 
what skills you will learn as a result of your studies.

A list of Key terms introduces the main ideas covered in 
the chapter. Each are defined within the text and also in 
the end-of-book Glossary
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Marginal Key terms are defined alongside the text for 
easy reference and for you to check your understanding.

Activities enable you to personally engage and 
investigate managerial theory and practice and can be 
used to build your personal development plan.

91the geNeral eNvirONmeNt – peStel

Threat of substitutes

Substitutes are products in other industries that can perform the same function – for example, 
using cans instead of bottles – and close substitutes constrain the ability of firms to raise 
prices. This threat is high when:

l	technological developments reduce the advantages of existing providers or open the way 
to new ones;

l	buyers are willing to change their habits; and
l	existing firms have no legal protection for their position.

Physical retailers and travel agents have lost market share to substitutes – online suppliers –  
as have print media.

Analysing the forces in the competitive environment is a useful way for companies to 
assess their strengths and weaknesses, and as part of their planning when considering which 
new markets to enter – the Virgin case illustrates this (Part 3 Case). They can consider how 
to improve their position by, for example, building barriers to entry: the speed and quality of 
Google’s search responses is a high barrier for a potential competitor to overcome.

Conduct a Five Forces analysis for an organisation with which you are familiar. discuss 
with a manager of the organisation how useful he or she finds the technique.

l	Evaluate whether it captures the main competitive variables in his or her industry.
l	Review the analysis you did for Nokia, and revise it to take account of the Five 

Forces model.

 Activity 3.4 Critical reflection on the Five Forces

PEStEL analysis 
is a technique for 
identifying and listing 
the political, economic, 
social, technological, 
environmental and 
legal factors in the 
general environment 
most relevant to an 
organisation.

The general environment – PESTEL3.5

Forces in the wider world also shape management policies, and a PEStEL analysis (short 
for political, economic, socio-cultural, technological, environmental and legal) helps to 
identify these – which Figure 3.5 summarises. When these forces combine their effect is 
more pronounced – pharmaceutical companies face problems arising from slower progress 
in transferring scientific knowledge into commercial products, regulators who require more 
costly trials, companies offering cheap alternatives to patented drugs, and governments 
trying to reduce the costs of healthcare.

Political factors

Political systems shape what managers can and cannot do. Most governments regulate indus-
tries such as power supply, telecommunications, postal services and transport by specifying, 
amongst other things, who can offer services, the conditions they must meet, and what they 
can charge. These influence managers’ investment decisions.

When the UK and most European governments altered the law on financial services, non-
financial companies like Virgin and Sainsbury’s began to offer banking services. Deregulating 
air transport stimulated the growth of low-cost airlines, especially in the US (e.g. Southwest 
Airlines), Europe (easyJet), Australia (Virgin Blue) and parts of Asia (Air Asia). The European 
Commission is developing regulations to manage the environmentally friendly disposal of 
the millions of personal computers and mobile phones that consumers scrap each year.
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Richard Reed, Jon Wright and adam Balon found-
ed innocent drinks in 1998, having been friends 
since they met at Cambridge University in 1991. 
the business was successful, and in 2013 the 
founders sold most of their remaining shares to 
Coca-Cola for an undisclosed amount, but which 
observers estimated to be about £100 million. they 
stressed the sale would not affect the character of 
the company, as Coca-Cola had four years previ-
ously bought a small stake in the company to help 
finance expansion.

after they graduated, Reed worked in advertising, 
while Balon and Wright worked in (different) manage-
ment consultancies. they often joked about starting  
a company together, considering several ideas  
before deciding on ‘smoothies’ – which they built into 
one of the UK’s most successful entrepreneurial ven-
tures of recent years.

Smoothies are blends of fruit that include the fruit’s 
pulp and sometimes contain dairy products such as 
yoghurt. they tend to be thicker and fresher than  
ordinary juice. Some are made to order at juice bars 
and similar small outlets, but the trio decided to  
focus on pre-packaged smoothies sold mainly 
through supermarkets, and to offer a premium range. 
these contain no water or added sugar and cost 
more than the standard product.

any new business requires capital and must also 
be assured of further cash for expansion. this is  
a challenge, as by definition the product is usually 
unknown, and the business has no record to show 
whether the promoters can make a profit. If investors 
doubt that they will get their money back, they will 
not lend it. Even if the initial plan succeeds, growth 
will require more finds – launching a new product 
or entering a new geographical market inevitably 
drains cash before it becomes profitable. the found-
ers eventually persuaded Maurice Pinto, a private  
investor, to put in £235,000 in return for a 20 per cent 
share.

the company succeeded and, as sales grew, 
Pinto advised the founders to consider expanding in 
Europe and/or extending the product ranges. they 
initially started selling the core range in continental 
Europe and by early 2013 were active in 15 countries. 
they also diversified the product range. the table 
summarises the growth of the company.

the founders knew that their success would  
depend on the quality and commitment of their staff, 
including professional managers from other compa-
nies. Reed says:

Case study

We’ve always set out to attract people who are 
entrepreneurial – we want them to stay and be 
entrepreneurial with innocent. But the inevitable 
result is that some want to go and do their own 
thing by setting up their own new businesses. 
We help and support them with whatever we 
can. (Quoted in Director, June 2011.)

the founders believe they are enlightened  
employers who look after staff well. all receive shares 
in the business which means they share in profits.

Sources: Based on material from ‘innocent drinks’, a case prepared by 
William Sahlman (2004), Harvard Business School, Case No. 9-805-031; 
Germain and Reed (2009); company website.

innocent drinks www.innocentdrinks.com

Case questions 2.1
Visit the website and check on the latest news 
about developments in the company.

l In what ways are managers at innocent add-
ing value to the resources they use?

l as well as raising finance, what other issues 
would they need to decide once they had 
entered their chosen market?

1999 2012

number of 
employees

3 175

number of 
recipes on sale

3 24

Market share 0% 62%

turnover £0 £165 million

number of 
retailers

1 (on first day) over 11,000

number of 
smoothies sold

24 (on first day) 2 million a 
week

Press Association Images/Edmund TeraKopian
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Case studies help to encourage and develop key critical 
analysis skills and provide you with experience of 
management issues in the workplace, preparing you for 
your career ahead.
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Key ideas are short vignettes which bring management 
to life by illustrating how past developments in 
management influence practice today. These accessible 
summaries of core management theory and practice 
provide handy references for use in your essays and 
other course assessment, while also providing evidence 
for particular management practice in your future career.

43RATIoNAl GoAl ModElS

This still left entrepreneurs across Europe and later the United States with the problem 
of how to manage these new factories. Although domestic and export demand for manufac-
tured goods was high, so was the risk of business failure. Similar problems still arise in rapidly 
growing manufacturing economies – see Management in practice.

Frederick Taylor

The fullest answer to the problems of factory organisation came in the work of Frederick 
W. Taylor (1856–1915), always associated with the ideas of scientific management. An 
American mechanical engineer, Taylor focussed on the relationship between the worker and 
machine-based production systems:

the principal object of management should be to secure the maximum prosperity for the 
employer, coupled with the maximum prosperity for each employee. the words ‘maximum 

Management in practice Pressure at Foxconn www.foxconn.com

In September 2012 foxconn technology group’s plant in taiyuan, China, was the setting for one of China’s 
worst incidents of labour unrest in years. forty people were arrested after a riot by more than 2000 workers. 
the company is the largest private employer in China, with more than 1 million workers, making products for 
apple, including most of the iPhones and iPads. a professor from the school of social sciences at nanjing 
University said:

The nature of the Foxconn worker’s job – the pressure, the monotony, the tediousness – has not 
changed. Therefore it is unavoidable that [despite the company awarding pay rises to the staff] inci-
dents like this happen from time to time.

Such is the pressure on the company to meet demand that it planned to increase the workforce at its 
Zengzhou iPhone factory from 150,000 in July 2012 to 250,000 by october.

Sources: Financial Times, 25 and 26 September 2012.

Charles Babbage supported and developed adam Smith’s observations. He was an English mathematician 
better known as the inventor of the first calculating engine. during his work on that project he visited many 
workshops and factories in England and on the Continent. He then published his reflections on ‘the many 
curious processes and interesting facts’ that had come to his attention (Babbage, 1835). He believed that 
‘perhaps the most important principle on which the economy of a manufacture depends is the division of 
labour amongst the persons who perform the work’ (p. 169).

Babbage also observed that employers in the mining industry had applied the idea to what he called 
‘mental labour’:

Great improvements have resulted … from the judicious distribution of duties … amongst those  
responsible for the whole system of the mine and its government’. (p. 202)

He also recommended that managers should know the precise expense of every stage in production. 
factories should also be large enough to secure the economies made possible by the division of labour and 
the new machinery.

Source: Babbage (1835).

Key ideas Charles Babbage

Scientific management: 
the school of 
management called 
‘scientific’ attempted 
to create a science of 
factory production.
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Employability Skills sections include tasks which allow 
you to relate the key managerial themes in each Part of 
the text to six employability skills valued by many 
employers, which will enable you to articulate these 
skills to employers during recruitment.

Management in practice boxes provide real world 
examples and encourage you to identify and engage 
with managerial issues and challenges, so you can learn 
from the successes and failures of managers across a 
range of organisations.

part 1
EMPloYaBIlItY SKIllS –  
PREPaRIng foR tHE 
WoRld of WoRK

to help you develop useful skills, this section includes tasks which relate the themes 
covered in the part to six employability skills (sometimes called capabilities and attri-
butes) which many employers value. the layout will help you to articulate these skills to 
employers and prepare for the recruitment processes you will encounter in application 
forms, interviews and assessment centres.

Business awarenessTask 1.1

If a potential employer asks you to attend an assessment centre or a competency-based  
interview, they may ask you to present or discuss a current business topic to demonstrate 
your business awareness. to help you to prepare for this, write an individual or group re-
port on onE of these topics and present it to an audience. aim to present your ideas in a  
750-word report and/or ten PowerPoint slides at most.

1 Using data from one or more websites or printed sources, outline significant recent devel-
opments in apple, especially regarding their:
l	product range;
l	notable innovations;
l	significant moves by competitors; and
l	relations with shareholders and other stakeholders.

 Include a summary of commentators’ views on apple’s recent progress.

2 gather information on the interaction between apple and their competitive environment in 
the consumer electronics industry, including specific examples of new challengers, or new 
moves by established competitors. What generally relevant lessons can you draw about 
competition in this sector? Use Section 3.4 (Chapter 3) to structure your answer.

3 Choose another company that interests you – and which you may be considering as a 
career option.
l	gather information from the website and other sources about its structure and operations.
l	What unique challenges does it face? (use table 1.1 as a starting point)
l	look for clues suggesting which (possibly more than one) of the ‘competing values’ 

may be most dominant in the organisation. (Section 2.3).
l	In what ways, if any, have governments and politics influenced the business?
l	to what extent is it an international business?

When you have completed the task, write a short paragraph giving examples of the skills 
(such as in information gathering, analysis and presentation) you have developed while doing 
it. You can transfer a brief note of this to the table at task 1.7.
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Chapter Summaries aid your revision by supplying a 
concise synopsis of the main chapter topics you should 
now understand. If you do not recognize a topics, go 
back to the relevant section of the chapter to refresh 
your memory and test your understanding with the use 
of the activities and other features available.

260 Chapter 8 ManaGInG StrateGy

Summary

1 Explain the significance of managing strategy and show how the issues vary between 
sectors

l	Strategy is about the survival of the enterprise; the strategy process sets an overall 
direction with information about the external environment and internal capabilities. 
Defining the purposes of the organisation helps to guide the choice and implementation 
of strategy.

2 Compare planning, learning and political perspectives on the strategy process

l	the planning approach is appropriate in stable and predictable environments; while the 
emergent approach more accurately describes the process in volatile environments, 
since strategy rarely unfolds as intended in complex, changing and ambiguous situa-
tions. a political perspective may be a more accurate way of representing the process 
when it involves the interests of powerful stakeholders. It is rarely an objectively ratio-
nal activity, implying that strategy models are not prescriptive but rather frameworks 
for guidance.

3 Summarise evidence on how managers develop strategies

l	the evidence is accumulating that companies in turbulent environments follow a strat-
egy process that is relatively informal, with shorter planning meetings, and greater 
responsibility placed on line managers to develop strategy rather than on specialist 
planners.

l	Formulating strategy and designing the organisation appear to be done as closely 
linked practical activities.

l	Sull uses the ‘strategy loop’ to describe how managers continually develop and renew 
their strategy.

4 Explain the tools for external and internal analysis during work on strategy

l	External analysis can use Porter’s Five Forces model and the PEStEL framework to 
identify relevant factors.

l	Internally managers can use the value chain to analyse their current organisation.
l	the two sets of information can be combined in a SWOt diagram.

5 Use the product/market matrix to compare corporate level strategies

l	Strategy can focus on existing or new products, and existing or new markets. this 
gives four broad directions, with options in each – such as market penetration, product 
development, market development or diversification.

6 Use the concept of generic strategies to compare business level strategies

l	Strategic choices are cost leader, differentiation or a focus on a narrow market 
segment.

7 Give examples of alternative methods of delivering a strategy

l	Strategy can be delivered by internal (sometimes called organic) development by 
rearranging the way resources are deployed. alternatives include acquiring or merging 
with another company, or by forming alliances and joint ventures.

8 Show how ideas from the chapter add to your understanding of the integrating themes

l	Changes in a public organisation can represent opportunities for entrepreurial profes-
sionals.

l	Sustainable performance in the environmental sense only works in the economic sense 
if it is part of the organisation’s strategy, i.e., that it makes business sense as well as 
environmental sense. there are many examples of companies which have done this.
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Test your understanding questions provide you with a 
quick way to check your understanding of the main 
themes and concepts in the chapter. Determine what 
you know and what needs further study.

261SuMMary

l	International expansion and diversification strategies often fail, probably when manag-
ers underestimate the complexity of overseas operations.

l	Pye (2002) found that directors were more likely to be taking responsibility for strategic 
direction of the business as well as for their narrower governance responsibilities – 
emphasising the benefits of the process as much as of the final outcomes.

 1 Why do managers develop strategies for their organisation?

 2 How does the planning view of strategy differ from the learning and political views respectively?

 3 Describe what recent research shows about how managers develop strategy.

 4 Draw Sull’s strategy loop, and explain each of the elements.

 5 Discuss with a manager from an organisation how his or her organisation developed its present strategy. 
Compare this practice with the ideas in the chapter. What conclusions do you draw?

 6 What are the main steps to take in analysing the organisation’s environment? Why is it necessary to do 
this?

 7 Describe each stage in value chain analysis and illustrate them with an example. Why is the model useful 
to management?

 8 the chapter described three generic strategies that organisations can follow. give examples of three 
companies each following one of these strategies.

 9 give examples of company strategies corresponding to each box in the product/market matrix.

 10 What are the main ways of delivering strategy?

 11 Summarise an idea from the chapter that adds to your understanding of the integrating themes.

Test your understanding

think about the way your company, or one with which you are familiar, approaches issues of strategy. review 
the material in the chapter, and perhaps visit some of the websites identified. then make notes on these 
questions:

l	What examples of the issues discussed in this chapter are currently relevant to your company – such as 
whether to follow a differentiation or focus strategy?

l	In responding to these issues, what assumptions about the strategy process appear to have guided 
people? to what extent do these seem to fit the environmental forces as you see them? Do they appear 
to stress the planning or the learning perspectives on strategy?

l	What factors such as the history or current context of the company appear to have influenced the prevail-
ing view? Is the history of the company constraining attempts to move in new directions?

l	Have people put forward alternative strategies, or alternative ways of developing strategy, based on evi-
dence about other companies?

l	What limitations can you see in any of the ideas presented here? For example does Porter’s value chain 
adequately capture the variable most relevant in your business, or are there other features you would in-
clude?

Think critically
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Think critically features provide you with a series of 
questions intended to develop critical thinking skills 
(assumptions, context, alternatives and limitations) and 
analysis of key debates. These are key skills to develop 
for success in both your academic studies, but also 
within your future career.
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Go online features at the end of each chapter list the 
websites of the organisations mentioned within the 
chapter. Activities are suggested, that you might want to 
perform, to get a better understanding how each 
organization is relevant to the themes studied within the 
chapter and how they might provide models for 
management practice.

Read more sections provide you with some direction 
for further reading you should consider if you want to 
access more detail about the chapter topics. A mix of 
classic texts, more contemporary sources and academic 
papers provide a good mix of primary and secondary 
sources for use in your studies and beyond.

104 ChaPtEr 3 OrgaNiSatiON CultureS aNd CONtextS

l	What assumptions appear to guide the culture, and the factors in the external environment which 
managers believe matter to the business? How do these views affect the managers’ task?

l	What factors in the context appear to shape the prevailing view about which parts of the environment 
matter most to the business? do people have different views?

l	Can you compare your business environment with that of colleagues on your course. does this show up 
alternative ways to see the context and to deal with stakeholders?

l	What are the limitations of the ideas on culture and stakeholders which the chapter has presented. For 
example, are the cultural types transferable across nations, or how may they need to be adapted to 
represent different ways of managing?

Read more

Frooman, J. (1999), ‘Stakeholder Influence Strategies’, Academy of Management Review, 
vol. 24, no. 2, pp. 191–205.

Pajunen, K. (2006), ‘Stakeholder Influences on Organisational Survival’, Journal of Manage-
ment Studies, vol. 43, no. 6, pp. 1261–88.

These two articles provided a comprehensive theoretical background to case studies of 
stakeholder management.

Roeder, M. (2011), The Big Mo: Why Momentum Now Rules Our World, Virgin Books, London.

An account of how forces such as those discussed in the chapter sometimes gain 
progressively greater momentum, often with devastating results for businesses affected 
by them, and how difficult it is to react against them.

Tapscott, E. and Williams, A.D. (2006), Wikinomics: How Mass Collaboration Changes 
Everything, Viking Penguin, New York.

Best-selling account of the radical changes which convergent technologies bring to 
society, especially the relationship between producers and consumers.

 Go online

These websites have appeared in the chapter:

www.nokia.com
www.bosch.com
www.walmart.com
www.unilever.com
www.irisnation.com
www.ipcc.com
www.tata.com

Visit some of these, or any other companies which interest you, and navigate to the pages 
dealing with recent news, press or investor relations.

l	What can you find about their culture?

l	What are the main forces in the environment which the organisation appears to be facing?
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Guided tour of  
MYManaGeMentLaB

The sixth edition of comes with MyManagementLab. Management: An Introduction MyManagementLab is an 
online resource bank, offering a tutorial, homework and assessment system for Management and Organizational 
Behaviour courses. It enables lecturers to set assignments and use an online gradebook to track student progress. 
For students, it provides interactive, multimedia experiences that support your learning, helping you to revise and 
practise via a personalized study plan.

You need both an access card and a course ID to access MyManagementLab: 

1.  Is your lecturer using MyManagementLab? Ask your lecturer for your course ID
2.  Has an access card been included with the book? Check the inside back cover of the book.
3.  If you have a course ID but no access card, go to: http://www.mymanagementlab.com to buy access to this 

interactive study programme.

Study plan and tests
MyManagementLab features a wealth of resources that help you to test your understanding of your course material 
and track your improvement over time. For every chapter, you can complete a pre test set of multiple-choice ques-
tions and, based on your performance, receive a personalized study plan tailored to help you in the areas where you 
most need to make improvements. Then, try the post test to see how much you’ve learned.
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Guided tour of MYManaGeMentLaB xxv

Case study videos
Watch interviews with managers from a range of firms discussing how their organizations function, and then 
answer questions designed to help you relate the video material to the book content. These organizations 
range from SMEs to well-known multinationals.

Mini-simulations
Mini-simulations are engaging interactive exercises that allow you to apply your knowledge to real-life 
situations and see the results of making certain decisions
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part 1
AN INTRODUCTION 
TO MANAGEMENT

Introduction
This part considers why management exists and what it contributes to human wealth 
and well-being. Management is both a universal human activity and a distinct occupa-
tion. We all manage in the first sense, as we organise our lives and deal with family and 
other relationships. As employees and customers we experience the activities of those 
who manage in the second sense, as members of an organisation with which we deal. 
This part offers some ways of making sense of the complex and contradictory activity 
of managing.

Chapter 1 clarifies the nature and emergence of management and the different ways in 
which people describe the role. It explains how management is both a universal human 
activity and a specialist occupation. Its purpose is to create wealth by adding value to 
resources, which managers do by influencing others – the chapter shows how they do 
this. It concludes with some ideas about managing your study of the topic. You are 
likely to benefit most by actively linking your work on this book to events in real organi-
sations, and the chapter includes some suggestions.

Chapter 2 sets out the main theoretical perspectives on management and shows how 
these complement each other despite the apparently competing values about the  
nature of the management task. Be active in relating these theoretical perspectives to 
real events as this will help you to understand and test the theory.

The Part Case is Apple Inc., one of the world’s most valuable and innovative compa-
nies, which illustrates how those managing it have been able to add value so success-
fully over many years – and also the challenge it now faces from new competitors.
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Chapter 1

Aim

To introduce the tasks, processes and context of managerial work in organisations.

Objectives

By the end of your work on this chapter you should be able to outline the concepts 
below in your own terms and:

1 Explain that the role of management is to add value to resources

2 Give examples of management as a universal human activity and as a distinct role

3 Compare the roles of general, functional, line, staff and project managers, and 
of entrepreneurs

4 Compare how managers influence others to add value to resources through:

a. the process of managing;

b. the tasks (or content) of managing; and

c. the contexts within which they and others work

5 Explain the elements of critical thinking and use some techniques to develop 
this skill

6 Suggest the implications the integrating themes of the book have for managing

Key terms

MANAGING IN  
ORGANISATIONS

This chapter introduces the following ideas:

organisation
tangible resources
intangible resources
competences
value
management as a universal human activity
manager
management
management as a distinct role
role
general manager

functional manager
line manager
staff manager
project manager
entrepreneur
stakeholders
networking
management task
critical thinking
sustainability
corporate governance

Each is a term defined within the text, as well as in the glossary at the end of the book.
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In 2012 Ryanair, based in Dublin, reported that it 
had carried almost 76 million passengers in the  
12 months to the end of March, 5 per cent more than 
in the previous year. Revenue had grown by almost 
20 per cent and profit by 25 per cent. It planned to 
continue to expand its route network, and therefore 
its staff and aircraft fleet to meet customer demand: in 
March 2013 it ordered 175 jets from Boeing.

Tony Ryan (1936–2007) founded the company in 
1985 with a single aircraft flying passengers from 
Ireland to the UK. Ryan, the son of a train driver, 
left school at 14 to work in a sugar factory, before 
moving in 1954 to work as a baggage handler at 
Aer Lingus, the state-owned Irish airline. By 1970 
he was in charge of the aircraft leasing division, 
lending Aer Lingus aircraft and crews to other 
airlines. This gave him the idea, which he quickly 
put into practice, to create his own aircraft leasing 
company. As Guinness Peat Aviation this became a 
world player in the aviation leasing industry, and is 
now part of GE Capital.

In 1985 he founded Ryanair, to compete with 
his former employer. Southwest Airlines in the US 
inspired this move by showing that a new business 
could enter the industry to compete with established, 
often state-owned, airlines. Tony Ryan turned  
Ryanair into a public company in 1997 by selling 
shares to investors.

In the early years the airline changed its business 
several times – initially competing with Aer Lingus in 
a conventional way, then a charter company, at times 
a freight carrier. The Gulf War in 1990 discouraged air 
travel and caused the company financial problems. 
Rather than close the airline, he and his senior 
managers (including Michael O’Leary, who is now 
Chief Executive) decided it would be a ‘no-frills’ 
operator, discarding conventional features of air travel 
like free food, drink, newspapers and allocated seats. 
It would serve customers who wanted a functional 
and efficient service, not luxury.

In 1997 changes in European Union regulations  
enabled new airlines to enter markets previously 
dominated by national carriers such as Air France and 
British Airways. Ryanair quickly took advantage of this, 
opening new routes between Dublin and continental 
Europe. Although based in Ireland, 80 per cent of its 

Case study

routes are between airports in other countries – in  
contrast to established carriers which depend on 
passengers travelling to and from the airline’s home 
country (Barrett, 2009, p. 80). The company has con-
tinued to grow rapidly, regularly opening new routes 
to destinations it thinks will be popular. It now refers 
to itself as ‘the world’s largest international scheduled 
airline’, and continues to seek new bases and routes.

In May 2012 the chairman of the board presented 
the company’s results for the latest financial year.

Measures of financial performance in financial years 
ending 31 March 2011 and 2012

2012 2011

Passengers (millions) 75.8 72.1

Revenue (millions of Euros) 4,325 3,630

Profit after tax (millions of 
Euros)

503 401

Earnings per share (Euro cents) 34.10 26.97
Sources: Financial Times 24 October 2011, 21 June 2012, 20 March 
2013; Kumar (2006); O’Connell and Williams (2005); Doganis (2006); 
and company website.

Case questions 1.1
l Identify examples of the resources that 

Ryanair uses, and of how managers have 
added value to them (refer to Section 1.2).

l Give examples of three points at which man-
agers changed what the organisation does 
and how it works.

Ryanair www.ryanair.com

© Thierry Tronnel/Corbis 
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6 Chapter 1 Managing in OrganiSaTiOnS

Introduction1.1

Ryanair illustrates several aspects of management. An entrepreneur, Tony Ryan, who had 
already created one new business, saw a further opportunity in the market, and created an 
organisation to take advantage of it. He persuaded others to provide the resources he needed –  
especially money for the aircraft and the costs of operating it – and organised these into a  
service which he sold to customers. The business changed frequently in the early years, and 
under the current chief executive, Michael O’Leary, it has continued to be innovative in 
how it operates, quick to identify new routes, and imaginative in identifying new sources of 
revenue.

Entrepreneurs thrive on innovation as they try to make the most of new opportunities. 
Managers in established businesses often face the different challenge of how to meet more 
demand with fewer resources. Those managing the United Nations World Food Programme 
struggle to raise funds from donor countries: aid is falling while hunger is increasing. In al-
most every public healthcare organisation managers face a growing demand for treatment, 
but fewer resources with which to provide it.

Organisations of all kinds – from rapidly growing operations like Facebook to established 
businesses like Royal Dutch Shell or Marks & Spencer – depend on people at all levels who 
can run the current business efficiently, and also innovate. This book is about the knowledge 
and skills that enable people to meet these expectations, and so build a satisfying and reward-
ing career.

Figure 1.1 illustrates the themes of this chapter. It represents the fact that people draw 
resources from the external environment and manage their transformation into outputs that 
they hope are of greater value. They pass these back to the environment, and the value they 
obtain in return (money, reputation, goodwill, etc.) enables them to attract new resources to 
continue in business (shown by the feedback arrow from output to input). If the outputs do 
not attract sufficient resources, the enterprise will fail.

The chapter begins by examining the significance of managed organisations in our 
world. It then outlines what management means and introduces theories about the nature 
of managerial work. It introduces the idea of critical thinking, and ends with a section on 
four integrating themes which conclude each chapter – entrepreneurship, sustainability,  
internationalisation and governance.

Managing
transformation

processes

Organisation

External environment

Feedback

Output
• Goods
• Services
• Reputation
• Waste

etc.

Input
• People
• Finance
• Materials

etc.

Figure 1.1 
Managing  
organisation and 
environment
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7Managing TO aDD value TO reSOurCeS

As human societies become more specialised, we depend more on others to satisfy our 
needs. We meet some of these by acting individually or within family and social groups: 
organisations provide the rest. Good managers make things work – so that aid is delivered, 
roads are safe, shops have stock, hospitals function and all the rest. They don’t do the work 
themselves, but build an organisation with the resources and competences to deliver what 
people need. tangible resources are physical assets such as plant, people and finance – 
things you can see and touch. Intangible resources are non-physical assets such as informa-
tion, reputation and knowledge.

To transform these resources into valuable goods and services people need to work together. 
They need to know what to do, understand their customers, deal with enquiries properly, 
and generally make the transaction work well. Beyond that they look for opportunities to im-
prove, innovate and learn from experience. Good managers bring out the best in other people 
so that they willingly ‘go the extra mile’: together they develop effective ways of working that 
become second nature. These ‘ways of working’ are competences – skills, procedures or 
systems which enable people to use resources productively. Managers’ role is to obtain the 
resources, and develop the competences to use them, so that the organisation adds value – by 
producing things that are more valuable to customers than the resources it has used.

Write a few notes summarising what you think ‘management’ means.

l You may find it helpful to think of instances in which you have encountered 
‘management’ – such as when you have been managed in your school or university.

l Alternatively, reflect on an occasion when you have managed something, such as a 
study project. Keep the notes so you can refer to them.

Activity 1.1 What is ‘management’?

Managing to add value to resources1.2

We live in a world of managed organisations. We experience many every day – domestic 
arrangements (family or flatmates), large public organisations (the postal service), small busi-
nesses (the newsagent), large businesses (the jar of coffee), or a voluntary group (the club we 
attended). They affect us and we judge their performance. Did the transaction work smoothly 
or was it chaotic? Was the service good, reasonable or poor? Will you go there again?

An organisation is a 
social arrangement for 
achieving controlled 
performance towards 
goals that create value.

What were the most important innovations of the past century? Antibiotics and vaccines that doubled, or 
even tripled, human life spans? Automobiles and aeroplanes that redefined our idea of distance? New agents 
of communication, like the telephone, or the chips, computers and networks that are propelling us into a new 
economy?

All of these innovations transformed our lives, yet none of them could have taken hold so rapidly or spread 
so widely without another. That innovation is the discipline of management, the accumulating body of thought 
and practice that makes organisations work. When we take stock of the productivity gains that drive our pros-
perity, technology gets all of the credit. In fact, management is doing a lot of the heavy lifting. 

Source: Magretta (2002), p. 1.

Key ideas Joan Magretta on the innovation of management

tangible resources 
are the physical assets 
of an organisation such 
as plant, people and 
finance.

Intangible resources are 
non-physical assets such 
as information, reputation 
and knowledge.

Competences are the 
skills and abilities which 
an organisation uses 
to deploy resources 
effectively – systems, 
procedures and ways of 
working.

Value is added to 
resources when they 
are transformed into 
goods or services that 
are worth more than their 
original cost plus the 
cost of transformation.
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8 Chapter 1 Managing in OrganiSaTiOnS 

Well-managed organisations create value by delivering goods and services which make 
the customer feel better off in some way – a cheap and punctual flight, a bright and well-
equipped gym, a trendy phone, clothes that enhance their image. Others value good service, 
or a clear set of instructions. Good managers understand what customers value, and allocate 
resources (build an organisation) to satisfy them. They provide value through the perfor-
mance of the product AND through the quality of the relationship the customer has with the 
company (O’Cass and Ngo, 2011).

Kevin Parkin was Managing Director (and part-owner) of DavyMarkham, a heavy engineering company.  
Although the company has a long history, by the mid-1990s it was making regular losses, and its survival 
was in doubt. Since Mr Parkin joined the company he had returned it to profit by concentrating on what the 
company is good at, and then using tough management and financial discipline to make sure staff follow the 
recipe for success. Mr Parkin removed poor managers, walked the shop floor twice a day to check on prog-
ress, and engaged closely with the workforce:

It’s been essential to tell people the truth about the business, whether it’s good or bad, and giving 
them the enthusiasm they require to make them want to succeed . . . I also ask my ‘mentors’ – [people I 
have known in previous jobs] about key strategic decisions, people issues, market penetration, capital 
spending and general business solutions.

The business is now part of the IVRCL Group, and continues to win large orders for mining equipment,  
especially in South America.

Source: From an article by Peter Marsh and andrew Bounds, Financial Times, 27 May 2009.

Management in practice Creating value at DavyMarkham www.davymarkham.com

Commercial organisations of all kinds (business start-ups, small and medium-sized  
enterprises, large private sector businesses, often operating internationally) create wealth for 
their owners by adding value to resources, which they can only do if they offer goods and 
services that consumers want. Co-operatives (in 2012 there were 5900 co-operative enter-
prises in the UK, compared to 4800 in 2009, according to their trade body, Co-operatives 
UK: www.uk.coop) do the same, though with a different ownership structure. Some (like 
the many retail co-operatives, of which the largest is the Co-operative Group) are owned  
by customers, who receive a share of the profits as a dividend. Others are owned by their  
employees – the John Lewis Partnership (www.johnlewispartnership.co.uk) is the most 
prominent example. Similar examples include Circle (www.circlepartnership.co.uk), a 
healthcare company founded and owned by clinicians; and Suma (www.suma.coop) a 
worker-owned co-operative running a wholefoods distribution business.

Voluntary and charitable organisations aim to add value by educating people, counselling 
the troubled or caring for the sick (Handy, 1988). The British Heart Foundation (www.bhf.
org) raised over £128 million from legacies, fundraising activities and the retail business in 
2011–12, which enabled it to deliver its mission of caring for people with heart disease, and 
preventing others developing it in the first place. Raising the income, and ensuring that the 
research and other projects it supports give value for money, is a formidable management 
task – with over 700 shops, it is the largest charity retailer in the UK. Managing a large charity 
is at least as demanding a job as managing a commercial business, facing similar challenges 
of adding value to limited resources.

Theatres, orchestras, museums and art galleries create value by offering inspiration, new 
perspectives or unexpected insights. Other organisations add value by serving particular  
interests – such as Unison, a trade union that represents workers in the UK public sector, or 
the Law Society, which defends the interests of lawyers. Firms in most industries create trade 
organisations to protect their interests by lobbying or public relations work.
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9Managing TO aDD value TO reSOurCeS

While organisations aim to add value, many do not do so. If people work inefficiently they 
use more resources to make a product than customers will pay for, and so destroy value – as 
does pollution and waste. Motorways create value for drivers, residents of by-passed villages, 
and shareholders – but destroy value for some people if the route damages an ancient wood-
land rich in history and wildlife. Deciding if managers have created value can be subjective 
and controversial.

Some issues that managers face arise in most organisations (business planning or ensuring 
quality). Others are unique to the setting in which they operate (charities need to maintain the 
support of donors). Table 1.1 illustrates some of these diverse settings, and their (relatively) 
unique management challenges – which are in addition to challenges that are common to all.

Whatever its nature, the value an organisation creates depends on how well those who 
work there understand their situation, and use that knowledge to develop the right resources 
and competences. Even within the broad categories shown there is great variation in cir-
cumstances. As an example, ‘professional services’ includes legal, auditing, and engineering 
consultancy businesses, but they differ in terms of the nature of their knowledge base, their 
degree of jurisdictional control, and the nature of their client relationships.

table 1.1 Where people manage

Setting – industry or type Examples in this book ‘Unique’ challenges

Business start-ups innocent drinks in the early days 
(Chapter 2 case study)

Securing funding to launch, and enough sales 
to sustain cash-flow. Building credibility

Small and medium-sized  
enterprises (SMEs)

DavyMarkham (Management  
in practice, see above)

Generating enough funds to survive, innovate 
and enter new markets

Professional service firms Hiscox (insurance) (Management  
in practice, Chapter 11)

Managing highly qualified staff delivering  
customised, innovative services.

Large private businesses,  
often working internationally

Virgin Group (Part 4 Case) Controlling diverse activities, meeting  
shareholder expectations

Voluntary, not-for-profit  
organisations and charities

Eden Project (Chapter 15  
case study)

Providing visitors with an experience which 
encourages them to return, raising funds for 
educational work, fulfilling mission.

Co-operatives – customer or  
employee-owned

The Co-operative Group  
(Chapter 5 case study)

Balancing democratic and commercial  
interests; raising capital.

Public sector organisations Crossrail (Chapter 6 case study) Managing high profile political and commercial 
interests.

Choose ONE of the settings in Table 1.1 which interests you. Gather information about 
an organisation of that type (using, for example, case studies in this book or someone 
you know who works in that setting) so you can:

l name one organisation in that setting;
l identify how it adds value to resources, and the main management challenges it faces;
l compare your evidence with someone who has gathered data about a different set-

ting, and summarise similarities or differences in the management challenges.

Activity 1.2 Focus on diverse management settings
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