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Preface

The World of Innovative Management

Today’s managers and organizations are being buffeted by massive and far-reaching social,
technological, and economic changes. Any manager who believed in the myth of stabil-
ity was rocked out of complacency when, one after another, large financial institutions in
the United States began to fail, automakers filed for bankruptcy, the housing market col-
lapsed, European economies faced financial challenges, and a global economic recession
took hold and wouldn't let go. Business schools, as well as managers and businesses, are still
scrambling to cope with the aftermath, keep up with fast-changing events and evaluate the
impact that this volatile period of history will have on organizations in the future. This edi-
tion of Understanding Management addresses themes and issues that are directly relevant to
the current, fast-shifting business environment.

We revised Understanding Management, 10th edition, with the goal of helping current
and future managers find innovative solutions to the problems that plague today’s organi-
zations—whether they are everyday challenges or once-in-a-lifetime crises. The world in
which most students will work as managers is undergoing a tremendous upheaval. Ethical
turmoil, the need for crisis management skills, e-business, economic recession and ram-
pant unemployment, rapidly changing technologies, globalization, outsourcing, increasing
government regulation, social media, global supply chains, the Wall Street meltdown, and
other challenges place demands on managers that go beyond the techniques and ideas
traditionally taught in management courses. Managing today requires the full breadth of
management skills and capabilities. This text provides comprehensive coverage of both tra-
ditional management skills and the new competencies needed in a turbulent environment
characterized by economic turmoil, political confusion, and general uncertainty.

In the traditional world of work, management’s job was to control and limit people,
enforce rules and regulations, seek stability and efficiency, design a top-down hierarchy,
and achieve bottom-line results. To spur innovation and achieve high performance, how-
ever, managers need different skills, particularly in today’s tough economy that has caused
suffering for many employees. Managers have to find ways to engage workers’ hearts and
minds, as well as take advantage of their physical labor. The new workplace asks that man-
agers focus on building trust, inspiring commitment, leading change, harnessing people’s
creativity and enthusiasm, finding shared visions and values, and sharing information and
power. Teamwork, collaboration, participation, and learning are guiding principles that help
managers and employees maneuver the difficult terrain of today’s turbulent business envi-
ronment. Rather than controlling their employees, managers focus on training them to
adapt to new technologies and extraordinary environmental shifts, and thus achieve high
performance and total corporate effectiveness.

Our vision for this edition of Understanding Management is to present the newest man-
agement ideas for turbulent times in a way that is interesting and valuable to students,
while retaining the best of traditional management thinking. To achieve this vision, we have
included the most recent management concepts and research and have shown the contem-
porary application of management ideas in organizations. A questionnaire at the begin-
ning of each chapter draws students personally into the topic and gives them some insight
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into their own management skills. A chapter feature for new managers, called the New
Manager Self-Test, gives students personal feedback about what will be expected when they
become managers. At the end of each major chapter section, we have added a Remember
This feature that provides a quick review of the salient concepts and terms students should
remember. Within each chapter, a new feature called Green Power highlights how vari-
ous organizations are responding to the growing demand for socially and environmentally
responsible ways of doing business. Thoughtful or inspiring quotes within each chapter—
some from business leaders, others from novelists, philosophers, and everyday people—help
students expand their thinking about management issues. The combination of established
scholarship, new ideas, and real-life applications gives students a taste of the energy, chal-
lenge, and adventure inherent in the dynamic field of management. We have worked with
the Cengage Learning staff to provide a textbook that is better than any other at capturing
the excitement of organizational management.

We revised Understanding Management to provide a book of utmost quality that will cre-
ate in students both respect for the changing field of management and confidence that they
can understand and master it. The textual portion of this book has been enhanced through
the engaging, easy-to-understand writing style and the many new in-text examples, boxed
items, and short exercises that make the concepts come alive for students. The graphic
component has been enhanced with several new and revised exhibits and updated photo
essays that illustrate specific management concepts. The photographs provide vivid illus-
trations and intimate glimpses of management scenes, events, and people. Combined with
brief essays that explain how a specific management concept looks and feels, the textual and
graphic portions of the textbook help students grasp the often abstract and distant world
of management.

Focus on Innovation: New to the 10th Edition

A primary focus for revising the 10th edition has been to relate management concepts and
theories to events in today’s turbulent environment by bringing in present-day issues that
real-life managers face. Sections that are particularly relevant to fast-shifting current events
are marked with a “Hot Topic” icon.

Learning Opportunities

The 10th edition includes several innovative pedagogical features to help students under-
stand their own management capabilities and learn what it is like to manage in an orga-
nization today. Each chapter begins with an opening questionnaire that directly relates to
the topic of the chapter and enables students to see how they respond to situations and
challenges typically faced by real-life managers. A New Manager Self-Test in each chapter
provides further opportunity for students to understand their management abilities. These
short feedback questionnaires, which are all new for this edition, give students insight into
how they would function in the real world of management. The Remember This bullet-
point summaries at the end of each major chapter section give students a snapshot of
the key points and concepts covered in that section. The end-of-chapter questions have
been carefully revised to encourage critical thinking and application of chapter concepts.
Self-Learning instruments give students a chance to assess their strengths, while Group
Learning exercises give students the opportunity to apply concepts while building team-
work skills, and Action Learning activities give students a chance to practice the chapter
concepts in an action-research methodology. Ethical dilemmas and all-new end-of-chapter
cases help students sharpen their diagnostic skills for management problem solving.
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Chapter Content

Within each chapter, many topics have been added or expanded to address the current
issues that managers face. Chapter text has been tightened and sharpened to provide
greater focus on the key topics that count for management today. The essential elements
concerning operations and information technology, subject matter that is frequently cov-
ered in other courses, have been combined into an appendix for students who want more
information about these topics.

Chapter 1 includes a discussion of some of the high-impact events and changes that have
made innovative management so critical to the success of organizations today and into the
future. This introductory chapter also talks about making the leap from being an individual
contributor in the organization to becoming a new manager and getting work done primar-
ily through the efforts of others. It introduces the skills and competencies needed to man-
age organizations effectively, including issues such as managing one’s time, maintaining
appropriate control, and building trust and credibility.

It includes an expanded discussion of the positive and negative aspects of bureaucracy
and an updated discussion of the use of the management science approach in recent years.
The chapter also examines contemporary management tools for turbulent times. The final
part of the chapter looks at managing the technology-driven workplace, including social
media programs, customer relationship management, and supply chain management.

Chapter 2 contains an updated view of current issues related to the environment and
corporate culture, including a new discussion of organizational ecosystems, the growing
importance of the international environment, and trends in the sociocultural environment,
including a growing minority population and today’s technologically connected consumer.
The chapter includes a new discussion of the concept of strategic issues and also describes
how managers shape a high-performance culture as an innovative response to a shifting
environment.

Chapter 3 takes a thoroughly updated look at the shifting international landscape, includ-
ing the Arab Spring and the growing clout of China, India, and Brazil, as well as what these
changes mean for managers around the world. The chapter includes a new discussion of the
importance of a global mind-set and an updated review of the globalization backlash. The
chapter also discusses the bottom-of-the-pyramid concept, economic interdependence, and
recent challenges brought about by economic difficulties in European Union countries.

Chapter 4 makes the business case for incorporating ethical values in the organization
and looks at the role that managers play in creating an ethical organization. The chapter
includes an updated discussion of the state of ethical management today, the pressures that
can contribute to unethical behavior in organizations, and criteria that managers can use
for resolving ethical dilemmas. The chapter considers corporate social responsibility issues
as well, including new discussions of challenges in the global supply chain, the concept of a
triple bottom line, and stakeholder mapping.

Chapter 5 provides a discussion of the overall planning and goal-setting process, including
the use of strategy maps for aligning goals. A new section describes the socially constructed
nature of goals and how managers decide which goals to pursue. The chapter also outlines
the benefits and limitations of planning and goal setting, includes a new discussion of
management by means (MBM), and takes a close look at crisis planning and how to use
scenarios. The final section describes innovative approaches to planning, including the use
of intelligence teams and business performance dashboards to help managers plan in a fast-
changing environment.
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It continues its focus on the basics of formulating and implementing strategy, includ-
ing the elements of strategy and Porter’s competitive strategies. It includes a new section
on identifying the target customer as one of the components of competitive advantage. In
addition, the chapter explains global strategies and the Boston Consulting Group (BCG)
matrix. The final section of the chapter provides an updated discussion of how managers
effectively execute strategy.

Chapter 6 gives an overview of managerial decision making, including decision-making
models, personal decision styles, and an updated discussion of biases that can cloud manag-
ers’judgment and lead to bad decisions. The final section looks at innovative group decision
making and includes new discussions of evidence-based decision making and the use of
after-action reviews.

Chapter7 discusses basic principles of organizing and describes both traditional and contem-
porary organizational structures in detail. The chapter includes a discussion of the strengths
and weaknesses associated with each structural approach. It also offers a new discussion of
relational coordination as a way to enhance horizontal collaboration and coordination and
describes contingency factors that shape structure, including strategy and technology.

Chapter 8 focuses on the critical role of managing change and innovation. The chapter
includes new discussions of the bottom-up approach to innovation and the use of inno-
vation contests, as well as an expanded discussion of the horizontal linkage model for
new product development. It also describes disruptive innovation and reverse (trickle-up)
innovation, open innovation, and crowdsourcing. This chapter provides information about
product and technology changes, as well as about changing people and culture, and it dis-
cusses techniques for implementing change effectively.

Chapter 9 has been revised thoroughly to reflect the shifting role of human resource
management (HRM) in today’s turbulent economic environment. The chapter includes
an updated discussion of the strategic role of HRM in building human capital, a new
discussion of employer branding, and expanded sections on the trends toward contingent
employment and flexible scheduling. There are also new sections on using social media
and internships for recruiting, online checking of job candidates, and a brief discussion
of extreme interviewing. The section on training and development has been updated and
includes a new discussion of social learning.

It also includes the most recent thinking on organizational diversity issues. The chapter
includes a thoroughly updated discussion of demographic changes occurring in the domes-
tic and global workforce and how organizations are responding. It also includes a new sec-
tion on the importance of a diversity of perspective within organizations, a revised section
on the glass ceiling and the “bamboo ceiling,” and a new section offering tips for aspiring
female and minority managers.

Chapter 10 continues its solid coverage of the basics of understanding individual behavior,
including personality, attitudes, perception, and emotions. In addition, the chapter includes
a new section on the value and difficulty of self-awareness, techniques for enhancing self-
awareness, a new discussion of self-management, and a step-by-step guide to time man-
agement. The section on stress management has been enhanced by a new discussion of
challenge stress versus threat stress and new sections describing ways both individuals and
organizations can combat the harmful effects of too much stress.

Chapter 11 examines contemporary approaches to leadership, including Level 5 leader-
ship, authentic leadership, and servant leadership. The chapter also discusses charismatic
and transformational leadership, task versus relationship leadership behaviors, gender dif-
ferences in leadership, the importance of leaders discovering and honing their strengths,

vii
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and the role of followers. The section on leadership power has been revised to include the
concept of hard versus soft power.

Chapter 12 covers the foundations of motivation and incorporates a new section on posi-
tive versus negative approaches to motivating employees. The chapter also includes new
sections on building a thriving workforce and the importance of making progress as a factor
contributing to high employee motivation. The sections on empowerment and employee
engagement have been updated as well.

Chapter 13 explores the basics of good communication and includes new discussions of
asking questions and communicating with candor, a revised section on creating an open
communication climate, and an expanded and enriched discussion of communicating to
influence and persuade. A new section discusses using social media to enhance communi-
cation within the organization and with stakeholders.

Chapter 14 takes a fresh look at the contributions that teams make in organizations. It also
acknowledges that work teams are sometimes ineffective and explores the reasons for this,
including such problems as free riders and lack of trust. The chapter covers the types of
teams and includes a look at using technology effectively in virtual teams. It also discusses
how factors such as team diversity, member roles, norms, and team cohesiveness influence
effectiveness. There is a revised section on negotiation and managing conflict, including an
explanation of task versus relationship conflict.

Chapter 15 provides an overview of financial and quality control, including the feedback
control model, Six Sigma, International Organization for Standards (ISO) certification,
and use of the balanced scorecard. The chapter includes a new section on zero-based bud-
geting, a new discussion of quality partnering, and a new step-by-step benchmarking pro-
cess. The chapter also addresses current concerns about corporate governance, including
new government regulations and requirements.

In addition to the topics listed previously, this text integrates coverage of the Internet,
social media, and new technology into the various topics covered in each and every chapter.

Organization

The chapter sequence in Understanding Management is organized around the management
functions of planning, organizing, leading, and controlling. These four functions effectively
encompass both management research and the characteristics of the manager’s job.

PartOne introduces the world of management, including the nature of management, issues
related to today’s chaotic environment, historical perspectives on management, and the
technology-driven workplace.

Part Two examines the environments of management and organizations. This section
includes material on the business environment and corporate culture, the global envi-
ronment, ethics and social responsibility, and the environment of small business and
entrepreneurship.

Part Three presents three chapters on planning, including organizational goal setting and
planning, strategy formulation and execution, and the decision-making process.

Part Four focuses on organizing processes. These chapters describe dimensions of struc-
tural design, the design alternatives that managers can use to achieve strategic objectives,
structural designs for promoting innovation and change, the design and use of the human
resource function, and how the approach to managing diverse employees is significant to
the organizing function.

viii
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Part Five is devoted to leadership. The section begins with a chapter on understanding
individual behavior, including self-awareness and self-understanding. This foundation
paves the way for subsequent discussions of leadership, motivation of employees, commu-
nication, and team management.

Part Six describes the controlling function of management, including basic principles
of total quality management (TQM), the design of control systems, and the difference
between hierarchical and decentralized control.

Innovative Features

A major goal of this book is to offer better ways of using the textbook medium to convey
management knowledge to the reader. To this end, the book includes several innovative
features that draw students in and help them contemplate, absorb, and comprehend man-
agement concepts. South-Western has brought together a team of experts to create and
coordinate color photographs, video cases, beautiful artwork, and supplemental materials
for the best management textbook and package on the market.

Chapter Outline and Objectives. Each chapter begins with a clear statement of its learning
objectives and an outline of its contents. These devices provide an overview of what is to
come and also can be used by students to guide their study and test their understanding and
retention of important points.

Opening Questionnaire. The text grabs student attention immediately by giving the stu-
dent a chance to participate in the chapter content actively by completing a short question-
naire related to the topic.

Take Action. At strategic places within the chapter, students are invited to Take a Moment
to complete a New Manager Self-Test or end of chapter activity that relates to the concepts
being discussed.

New Manager Self-Tests. New Manager Self-Tests in each chapter provides opportunities
for self-assessment as a way for students to experience management issues in a personal
way. The change from individual performer to new manager is dramatic, and these self-
tests, which are all new for the 10th edition, provide insight into what to expect and how
students might perform in the world of the new manager.

Green Power. A new feature for this edition is a Green Power box in each chapter that
highlights how managers in a specific company are innovatively addressing issues of sus-
tainability and environmental responsibility. Examples of companies spotlighted in the
Green Power boxes include Deutsche Post DHL Group, Nike, Acciona, BMW, Waste
Management, Inc., Bean and Body, PepsiCo, Fujitsu, The Honest Company, SAP, and
Royal DSM.

Concept Connection Photos. A key feature of the book is the use of photographs accompa-
nied by detailed photo essay captions that enhance learning. Each caption highlights and
illustrates one or more specific concepts from the text to reinforce student understanding
of the concepts. Although the photos are beautiful to look at, they also convey the vividness,
immediacy, and concreteness of management events in today’s business world.

Contemporary Examples. Every chapter of this book contains several written examples of
management incidents. They are placed at strategic points in the chapter and are designed
to illustrate the application of concepts to specific companies. These in-text examples—
indicated by the title “Innovative Way’—include well-known U.S. and international
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organizations, including Apple, Four Seasons, Lenovo, Amazon, Nokia, the Central Intelli-
gence Agency (CIA), and Semco, as well as lesser-known companies and not-for-profit
organizations including Godrej & Boyce, Strand Brewing Company, Trader Joe’s, Hilcorp
Energy, Johnson Storage and Moving, and IGN.The 10th edition includes new and updated
examples that put students in touch with the real world of organizations so that they can
appreciate the value of management concepts.

Benchmarking. A featured box in each chapter addresses a specific topic straight from the
field of management that is of special interest to students. These boxes, most of which are
new for the 10th edition, may describe a contemporary topic or problem that is relevant to
chapter content, or they may contain a diagnostic questionnaire or a special example of how
managers handle a problem. The boxes heighten student interest in the subject matter and
provide an auxiliary view of management issues not typically available in textbooks.

Video Cases. At the end of each chapter, there is a video case that illustrates the concepts
presented in the text. These “On the Job” videos (one per chapter) enhance the classroom
experience by giving students the chance to hear from real-world business leaders so they
can see the direct application of the management theories they have learned. Companies
discussed include Holden Outerware, Living Social Escapes, Camp Bow Wow, and Theo
Chocolate. Each video case explores the issues covered in the video, allowing students to
synthesize material they've just viewed. The video cases culminate with several questions
that can be used to launch classroom discussion or can be assigned as homework. Suggested
answers are provided in the Instructor’s Manual.

Exhibits. Several exhibits have been added or revised in this edition to enhance student
understanding. Many aspects of management are research based, and some concepts tend
to be abstract and theoretical. The many exhibits throughout this book enhance students’
awareness and understanding of these concepts. These exhibits consolidate key points,
indicate relationships among concepts, and visually illustrate concepts. They also make
effective use of color to enhance their imagery and appeal.

Remember This. At the end of each major section of a chapter is a Remember This bullet-
point summary of the key concepts, ideas, and terms discussed in that section. The Remember
This feature gives students an easy way to review the salient points covered in the chapter.

Glossaries. Learning the management vocabulary is essential to understanding contempo-
rary management. This process is facilitated in three ways. First, key concepts are boldfaced
and completely defined where they first appear in the text. Second, brief definitions are set
out at the end of each major section in the Remember This bullet points for easy review
and follow-up. Third, a glossary summarizing all key terms and definitions appears at the

end of the book for handy reference.

Discussion Questions. Each chapter closes with discussion questions that will enable stu-
dents to check their understanding of key issues, to think beyond basic concepts, and to
determine areas that require further study.

>

LearningExercises. End-of-chapter exercises called “Self-Learning”and “Ethical Dilemma’
provide a self-test for students and an opportunity to experience management issues in a
personal way. These exercises take the form of questionnaires, scenarios, and activities. The
exercises are tied into the chapter through the Take a Moment feature that refers students
to the end-of-chapter exercises at the appropriate point in the chapter content.

Group Learning. Group learning exercises at the end of each chapter give students a chance
to develop both team and analytical skills. Completing the small-group activities will help
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students learn to use the resources provided by others in the group, to pool information, and
to develop a successful outcome together. The Small Group Breakouts provide experiential
learning that leads to deeper understanding and application of chapter concepts.

Action Learning. These exercises are designed to help the students not only apply the
chapter concepts, but to include a action-research component to enhance maximum learn-
ing capacity.

Case for Critical Analysis. Also appearing at the end of each chapter is a brief but substan-
tive case that offers an opportunity for student analysis and class discussion. These cases
are based on real management problems and dilemmas, but the identities of companies and
managers have been disguised. These cases, which are all new for the 10th edition, allow
students to sharpen their diagnostic skills for management problem solving.

MindTap’s Innovative Digital Features MindTap

Students who purchase the MindTap product for Understanding Management, 10th edi-
tion, will enjoy a number of innovative features designed to enhance their learning expe-
rience. The e-book has been enriched with interactive figures and animated videos that
increase comprehension of the most challenging topics, and the insightful video cases are
embedded directly into the end-of-chapter materials. At the beginning of each chapter,
students will be asked to take a self-assessment questionnaire that introduces an important
topic and shows how it relates to students’ current experience. Students will also have ready
access to the assignments chosen by the instructor, which may include test-prep quizzes,
homework questions, Write Experience essay-writing practice and experiential exercises
(online role-play activities and group projects).

New to this edition, the role-play exercises give students opportunities to practice their
managerial and communication skills, while group projects encourage them to take a col-
laborative and fun approach to applying key concepts. All of these learning activities are
designed to enable students to Engage, Connect, Perform, and Lead—in short, to learn to
“think like managers,” with demonstrable skills in critical thinking, analysis,and much more.

Augmenting the entire MindTap experience, robust diagnostic tools powered by
Knewton provide students with feedback and personalized study activities based on actual
assigned coursework rather than a separate set of quizzes. Using recommendations provided
by Knewton, students can focus their efforts on the most important concepts they need to
learn at that moment in time, as well as more effectively prepare for exams. Using the
MindTap Progress App, instructors can track student proficiency, which will allow them to
quickly react to where students are in their learning and make the best use of class time.
This creates even more opportunities to train students to “Think and Act Like Managers.”

Of Special Interest to Instructors

Instructor’s Companion Site. Key instructor ancillaries (Instructor’s Manual, Test Bank,
and PowerPoint slides) are provided online, giving instructors the ultimate tool for cus-
tomizing lectures and presentations and assessing students’ progress.

o Instructors Manual. Designed to provide support for instructors new to the course,
as well as innovative materials for experienced professors, the Instructor’s Manual
includes Chapter Outlines, annotated learning objectives, Lecture Notes, and sample
Lecture Outlines. In addition, the Instructor’s Manual includes answers and teaching
notes to end-of-chapter materials, including the video cases and the integrative cases.
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o Test Bank. Scrutinized for accuracy, the Test Bank includes more than 3,000 multiple-
choice, true/false, completion, short-answer, and essay questions. Each question
is identified by difficulty level, Bloom’s taxonomy level, and other useful reference
points and outcomes.

e PowerPoint Lecture Presentation. These resources enable instructors to customize
their own multimedia classroom presentation. Containing an average of 27 slides
per chapter, the package includes figures and tables from the text, as well as outside
materials to supplement chapter concepts. The material is organized by chapter and
can be modified or expanded for individual classroom use.

o Test Bank. This edition’s Test Bank has been dramatically upgraded to include a wider
range of questions across Bloom’s taxonomy. True/false, multiple-choice, completion,
and short-answer questions test students’ knowledge and comprehension; additional
multiple-choice questions explore their ability to analyze and apply key concepts; and
finally, essay questions challenge their ability to synthesize and evaluate, or to think
like managers. All questions are given metadata tags to assist instructors in locating
questions by difficulty level, Bloom’s level, learning objective, or topic. Instructors
can access the Test Bank through our new Cognero system, which allows for elec-
tronic editing and creation of tests, or via Microsoft Word documents available at the
Instructor Resource Center. Test Banks can also be ingested into all major learning
management systems.

To access the additional course materials and companion resources, please visit www.
cengagebrain.com. At the CengageBrain.com home page, search for the ISBN of your title
(from the back cover of your book) using the search box at the top of the page. This will
take you to the product page, where free companion resources can be found. Students can
purchase access to these resources for additional fees; please contact your Cengage sales
representative for more information.
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LEARNING OUTCOMES

After studying this chapter, you should be
able to:

1.1 Describe five management
competencies that are becoming
crucial in today’s fast-paced and
rapidly changing world.

1.2 Explain the difference between
efficiency and effectiveness and
their importance for organizational
performance.

1.3 Describe technical, human, and
conceptual skills and their relevance
for managers.

1.4 Summarize the personal challenges
involved in becoming a new manager.

1.5 Define 10 roles that managers
perform in organizations.

1.6 Explain the unique characteristics of
the manager’s role in small businesses
and nonprofit organizations.

1.7 Identify and explain major
developments in the history of
management thought.

1.8 Describe the major components of the
classical, humanistic-management
perspectives, as well as management
science and its current uses.

1.9 Explain the major concepts of
systems thinking, the contingency
view, and total quality management.

1.10 Name contemporary management
tools and some reasons that
management trends change over time.

1.11 Describe the management changes
brought about by a technology-
driven workplace, including the role
of social media programs, customer
relationship management (CRM),
and supply chain management.

00000 T

( Messages

R U Ready 2 B a Manager?

Before reading this chapter, please circle either “Mostly True” or
“Mostly False” for each of the five questions below.

| am good at multitasking.
1 Mostly False
[page 17]
d be a good manager, because | enjoy telling people what to do.
Mostly False
[page 20]
| get easily distracted if | have frequent interruptions in my work.
Mostly False
[page 18]

Mostly False
[page 28]

[ have a keen awareness of other people’s needs.

4 I like to be systematic when solving problems.

Mostly False
[page 34]




Part 1 Introduction to Management

(S ERBRETT - S T

Are You Ready to Be a Manager?
Manager Achievement

Welcome to the world of management. Are you ready for it? This questionnaire will help you see whether your priorities align
with the demands placed on today’s managers.

Instructions: Rate each of the following items based on your orientation toward personal achievement. Read each item and,
based on how you feel right now, check either Mostly True or Mostly False.

Mostly True Mostly False

1. I enjoy the feeling I get from mastering a new skill.

2. Working alone is typically better than working in a group.

3. Ilike the feeling I get from winning.

4. 1like to develop my skills to a high level.

5. I rarely depend on anyone else to get things done.

6. I am frequently the most valuable contributor to a team.

7. 1like competitive situations.

8. To get ahead, it is important to be viewed as a winner.

Scoring and Interpretation: Give yourself one point for each Mostly True answer. In this case, a low score is better. A high
score means a focus on personal achievement separate from others, which is ideal for a specialist or individual contributor. How-
ever, a manager is a generalist who gets things done through other people. Spending time building relationships is key. A desire
to be an individual winner may cause you to compete with your people rather than develop their skills. You would not succeed as
a lone achiever who does not facilitate and coordinate others, which is the primary job of a manager. If you checked 3 or fewer
as Mostly True, your basic orientation is good. If you scored 6 or higher, your focus may be on being an individual winner. You will
want to shift your perspective to become an excellent manager.

Most people think of Jon Bon Jovi as an aging rock star. What many don't realize is that
Bon Jovi is still one of the world’s top-selling bands (in terms of both record sales and con-
cert touring) because their lead singer is also a consummate manager. “In the late 1980s,”
one music historian wrote, “it seemed inconceivable that [the group] would last five years.”
In 2011, Jon Bon Jovi was ranked No. 2 on Forbes’s list of the year’s highest-paid musicians.!
As the group prepared for the launch of its most recent tour in February 2013, Jon Bon
Jovi was hidden away in the arena at the Mohegan Sun casino in Uncasville, Connecticut,
for days, overseeing nearly 100 people organized into various teams such as lighting, sound,
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and video. It is an activity that he performs again and again when the band is touring, man-
aging a tightly coordinated operation similar to setting up or readjusting a production line
for a manufacturing business. Yet Bon Jovi is also performing other management activi-
ties throughout the year—planning and setting goals for the future, organizing tasks and
assigning responsibilities, influencing and motivating band members and others, monitor-
ing operations and finances, and networking inside and outside the organization (in perhaps
the most prestigious example, he was appointed to President Barack Obama’s White House
Council for Community Solutions in 2010). Efficiency and effectiveness are key words in his
vocabulary. “Jon is a businessman,” said former co-manager David Munns. “He knows how
to have a great-quality show, but he also knows how to be efficient with money.”

Jon Bon Jovi was smart enough to hire good people who could handle both production
activities and the day-to-day minutia that go along with a global music business. However,
it took several years to develop and hone his management skills. He assumed top manage-
ment responsibilities for the band in 1992, about 10 years after founding it, because he had
a vision that his professional managers weren’t supporting. “Most of my peers wanted to be
on the cover of Circus [a magazine devoted to rock music that was published from 1966 to
2006],” he said. “I wanted to be on the cover of Time.”

One particular surprise for many people when they first step into a management role is that
they are much less in control of things than they expected to be. The nature of management
is to motivate and coordinate others to cope with diverse and far-reaching challenges. Many
new managers expect to have power, to be in control, and to be personally responsible for
departmental outcomes. However, managers depend on subordinates more than the reverse,
and they are evaluated on the work of other people rather than on their own achievements.
Managers set up the systems and conditions that help other people perform well.

In the past, many managers exercised tight control over employees. But the field of
management is undergoing a revolution that asks managers to do more with less, to engage
employees” hearts and minds as well as their physical energy, to see change rather than sta-
bility as natural, and to inspire vision and cultural values that allow people to create a truly
collaborative and productive workplace. This textbook introduces and explains the process
of management and the changing ways of thinking about the world that are critical for
managers. By reviewing the actions of some successful and not-so-successful managers, you
will learn the fundamentals of management. By the end of this chapter, you will recognize
some of the skills that managers use to keep organizations on track, and you will begin to
understand how managers can achieve astonishing results through people. By the end of
this book, you will understand the fundamental management skills for planning, organ-
izing, leading, and controlling a department or an entire organization.

1.1 Management Competencies
for Today’s World

............................................................................................................................................................................. - III Was once a Command-
and-control guy, but the
environment’s different

Man}a:gem}elntlis tf.le attainm.er'lt of1 or§anizati§nal goaills.. in an eff.ecti.\/e a?d efficient m;n— today. I think now it’s a

ner throu anning, organizing, leading, and controlling organizational resources, as Jon . :

Bon Jovi (%oefs) for hisgroclf band, %nd as hg did as co—owne% of%he Philadelphia Soul indoor q;le;tn;r:’:) f’?akmi{,eo-

football team in the Arena Football League. You will learn more about these four basic ,c,oiltle’;)utizjll) ’f mating a

management functions later in this chapter.

There are certain elements of management that are timeless, but environmental shifts  —Joseph J. Plumeri, Chair-
also influence the practice of management. In recent years, rapid environmental changes  manand CEQ of Willis Group
have caused a fundamental transformation in what is required of effective managers. Holdings

Copyright 2017 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Part 1 Introduction to Management

EXHIBIT 1.1 State-of-the-art Management Competencies for Today’s World

From Traditional Approach To New Competencies

Management
Principle
Overseeing Work From Controller ﬁ/ To Enabler
AL From supervising — )
Accomplishing Tasks individuals @ To leading teams

Managing Relationships o flict and - T tion and collaboration
> nversati
ing P competition g | 0 CO

Leading From autocratic ﬁ/ To dispersed and empowering
A Fi intaini R
Designing S::;‘l”il;nyam 2ning ﬁ—/ To mobilizing for change

Technological advances such as social media and mobile apps, the rise of virtual work,
global market forces, the growing threat of cyber crime, and shifting employee and cus-
tomer expectations have led to a decline in organizational hierarchies and more empow-
ered workers, which calls for a new approach to management that may be quite different
from managing in the past.* Exhibit 1.1 shows the shift from the traditional management
approach to the new management competencies that are essential in today’s environment.

Instead of being a controller, today’s effective manager is an enabler who helps people do
and be their best. Managers help people get what they need, remove obstacles, provide learn-
ing opportunities, and offer feedback, coaching, and career guidance. Instead of “management
by keeping tabs,” they employ an empowering leadership style. Much work is done in teams
rather than by individuals, so team leadership skills are crucial. People in many organizations
work at scattered locations, so managers can’t monitor employee behavior continually. Some
organizations are even experimenting with a bossless design that turns management authority
and responsibility completely over to employees. Managing relationships based on authentic
conversation and collaboration is essential for successful outcomes. Social media is a growing
tool for managers to enhance communication and collaboration in support of empowered or
bossless work environments. In addition, managers sometimes coordinate the work of people
who aren’t under their direct control, such as those in partner organizations, and they some-
times even work with competitors. They have to find common ground among people who
might have disparate views and agendas and align them to go in the same direction.

Also, as shown in Exhibit 1.1, today’s best managers are “future-facing.” That is, they
design the organization and culture to anticipate threats and opportunities from the envi-
ronment, challenge the status quo, and promote creativity, learning, adaptation, and inno-
vation. Industries, technologies, economies, governments, and societies are in a constant
flux, and managers are responsible for helping their organizations navigate through the
unpredictable with flexibility and innovation.” Today’s world is constantly changing, but
“the more unpredictable the environment, the greater the opportunity—if [managers] have
the ... skills to capitalize on it.”

One manager who exemplifies the new management skills and competencies is Vineet
Nayar of India’s HCL Technologies (HCL), with 80,000 employees and operations in

more than 25 countries.
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Spotlight on Skills

HCL Technologies is a leading global information
technology (IT) services and software development
company and India’s fourth-largest IT services exporter.
When Vineet Nayar (currently vice chairman and joint
managing director) took over as CEO in 2005, HCL
was a traditional, hierarchical, command-and-control
workplace, but Nayar shifted the company’s mind-set
to treat its employees like customers. He is always on
the lookout to upgrade management competencies to
serve employees and help them do their jobs better.
When HCL needed to cut expenses by $100 million due
to the global recession, managers asked the employees
to come up with ideas for cutting costs without issuing
massive layoffs.

Nayar reorganized the whole company on the
principle of “‘employees first, customers second (EFCS)".

He had to start by building trust, so he decided to

share financial information with everyone in the
company. Then he took a bold step: He created an open
online forum where employees could post questions
and leaders would answer them. This could expose
weaknesses and problems that anyone—including
outside customers and competitors—could see. Indeed,
it did.”It was clogged with complaints,”Nayar says. ‘It
hurt”But interesting things began to happen, too. People
were overjoyed that leaders were willing to acknowledge
the problems. Some employees took this a step further
and felt empowered to offer solutions. The site ultimately
was the beginning of a transfer of the power and
responsibility for solving problems from top executives
to employees themselves. In the new HCL, the job of
managers became to serve the employees.’

As Nayar learned, applying new management competencies can really pay off. Guided
by the EFCS philosophy, HCLs revenues have grown by over 3.6 times, and net income
has increased by 91 percent since 2005. But the shift to a new way of managing isn't easy
for traditional managers who are accustomed to being “in charge,” making all the decisions,
and knowing where their subordinates are and what they’re doing at every moment. Even
more changes and challenges are on the horizon for organizations and managers. This is
an exciting and challenging time to be entering the field of management. Throughout this
book, you will learn much more about the new workplace, about the new and dynamic roles
that managers are playing in the twenty-first century, and about how you can be an effective
manager in a complex, ever-changing world.

REMEMBER THIS )
!

® Managers get things done by coordinating and
motivating other people.

® Traditional management competencies could
include a command-and-control leadership style, a
focus on individual tasks, and standardizing proce-
dures to maintain stability.

® Management is often a different experience from
what people expect.

® New management competencies include the ability
to be an enabler rather than a controller, using an
empowering leadership style, encouraging collabo-
ration, leading teams, and mobilizing for change
and innovation.

® Management is defined as the attainment of orga-
nizational goals in an effective and efficient manner
through planning, organizing, leading, and control-
ling organizational resources.

® Turbulent environmental forces have caused a sig-
nificant shift in the competencies required for effec-
tive managers.

® \/ineet Nayar, former CEO of India’s HCL, illustrates
many of the new management competencies.
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1.2 The Basic Functions of Management

Every day, managers solve difficult problems, turn organizations around, and achieve
astonishing performances. To be successful, every organization needs good manag-
ers. The famed management theorist Peter Drucker (1909-2005), often credited with
“Good management s the ~ creating the modern study of management, summed up the job of the manager by
art of making problems specifying five tasks, as outlined in Exhibit 1.2.% In essence, managers set goals, orga-
nize activities, motivate and communicate, measure performance, and develop people.
These five manager activities apply not only to top executives such as Mark Zuckerberg

at Facebook, Alan Mulally at Ford Motor Company, and Ursula Burns at Xerox, but

so interesting and their
solutions so constructive

that everyone wants to . . .
- also to the manager of a restaurant in your hometown, the leader of an airport security
get to work and deal with . b hosti . he di £ sal d Keting f
b team, a supervisor at a Web hosting service, or the director of sales and marketing for
them. a local business.
—~Paul Hawken, environmen- The activities outlined in Exhibit 1.3 fall into four fundamental management func-
talist, entrepreneur, and author  tions: planning (setting goals and deciding activities), organizing (organizing activities and
of Natural Capitalism people), leading (motivating, communicating with, and developing people), and controlling

EXHIBIT 1.2 What Do Managers Do?
_______________________________________________________________________________________________________|

1. Set Objectives
Establish goals for the
group and decide what
must be done to
achieve them

5. Develop People
Recognize the value of
employees and develop
this critical organizational
asset

2. Organize
Divide work into
manageable activities

and select people to
accomplish tasks

. Motivate and
Communicate
Create teamwork via
decisions on pay,
promotions, etc., and
through communication

4. Measure
Set targets and
standards; appraise
performance

SOURCE: Based on “What Do Managers Do?" The Wall Street Journal Online, hitp://guides.wsj.com/management/developing-a-leadership-style/what-do-managers-
do/ (accessed August 11, 2010), article adapted from Alan Murray, The Wall Street Journal Essential Guide to Management (New York: Harper Business, 2010).
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EXHIBIT 1.3 The Process of Management

Management Functions

Planning
Select goals and
ways to attain them

Performance)
" Attain goals
= Products

Resources
® Human
® Financial

Organizing
Assign
responsibility for task
accomplishment

Controlling
Monitor activities

m Services
® Efficiency
= Effectiveness

® Raw materials
= Technological
® |[nformation

and make corrections

Leading

Use influence to

motivate employees

(establishing targets and measuring performance). Depending on their job situation, man-
agers perform numerous and varied tasks, but they all can be categorized within these four
primary functions.

Exhibit 1.3 illustrates the process of how managers use resources to attain organizational
goals through the functions of planning, organizing, leading, and controlling. Chapters of
this book are devoted to the multiple activities and skills associated with each function, as
well as to the environment, global competitiveness, and ethics that influence how managers
perform these functions.

The U.S. Secret Service recently became embroiled in a public relations nightmare,
partly due to a breakdown of managerial control. When news broke that members of
the security team sent to prepare for President Obama’s visit to Cartagena, Colombia,
engaged in a night of heavy drinking, visited strip clubs, and brought prostitutes to their
hotel rooms, there was a public and legislative uproar. Several agents were fired, and
director Mark Sullivan and other managers were called before a Senate subcommittee
to explain the breakdown in control. The widespread investigation also brought other
allegations of agent misconduct and “morally repugnant behavior” to light. One response
from managers has been to create stricter rules of conduct, rules that apply even when
agents are off duty.’

REMEMBER THIS |

N

® Managers perform a wide variety of activities ® The U.S. Secret Service agency prostitution scan-
that fall within four primary management dal can be traced partly to a breakdown of man-
functions. agement control.
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