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diversity country but older (technology)

workers still struggle  Carbon taxes and emissions trading schemes (sustainability)
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4 International Selling out Australia Australian Volunteers International in Vietnam
dimensions of (globalisation — Asian)
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CHAPTER 1

The contemporary
workplace

LEARNING OBJECTIVES

1.1 What are the challenges in the contemporary workplace?

1.2 What are organisations like in the contemporary workplace?

1.3 Who are managers and what do they do?

1.4 What is the management process?

1.5 How do you learn essential managerial skills and competencies?




Managing the fresh food people

Since being founded in Sydney in 1924, Woolworths Ltd had grown to be number two of the top 2000
companies in Australia by 2015.! It now dominates the hypercompetitive Australian supermarket sector
(worth in total 6 per cent of the nation’s gross domestic product). With its 3000 stores across Australia
and New Zealand, and more than 190 000 employees, it serves over 28 million customers each week.
Operating profits exceed $60 billion.? However, Woolworths and its chief competitor Wesfarmers (owner
of Coles Group Limited) now face efficient and successful rivals: the German discount supermarket Aldi
and the US membership warehouse club Costco. Both Woolworths and Wesfarmers exhibit high levels
of total liabilities compared to their total tangible assets, due to goodwill and intangibles making up a
significant proportion of total assets. Although both have strong operational cash flows, this may mean
they carry higher risk in a trade downturn if they need to rely on increasing borrowings to fund capital
expenditure.> Add to this the predictions that 2015-20 will offer challenging conditions for the retail
sector generally, and the task facing the Woolworths management team is significant. For example, does
it stick with its espoused mission statement: ‘[Woolworths is] built on a passion for retail, attention to
detail, working hard, ensuring the safety of our customers and our people, and having fun. Our mission
is to deliver to customers the right shopping experience — each and every time’?*

It sounds good, but is the customer really likely to prefer an explicit mission for the employees to ‘have fun’
over an option to have lower prices? What might this ‘right shopping experience’ be? Rivals with lower prices
pose a threat. Fresh food, convenience and value for money might not be enough. How good does Woolworths
have to be to attract customers from its competitors, or at least to retain those customers it still has?

What are the options available to the decision-makers? Does it offer a scheme to build customer inti-
macy, and thus loyalty and share of the shopping basket? Does the management team invest time and
money in innovative software to extract value for the shareholders from the digital revolution? Will
mobile platforms and online shopping change everything or just some things? Will flatter organisational
structures improve internal communication and capitalise on implicit knowledge? In short, is there a
management choice between strategies aimed at increasing customer intimacy and loyalty, those aimed
at operational efficiency and those targeting organisational integrity and brand leadership?

Woolworths is not alone in confronting such challenges. What kind of workplaces are likely to be
needed to support this new trend for innovation and flexibility, with improved efficiency and prod-
uctivity? What can managers do to create them?

QUESTION

How has the workplace changed in the past twenty years and what are the implications of the changes? Where
are the trends likely to take us in the next twenty years?
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Introduction

The 21st century has brought demands for a new workplace — one in which everyone must adapt to a
rapidly changing society with constantly shifting expectations and opportunities. Learning and speed are
in; habit and complacency are out. Organisations are evolving, as is the nature of work itself. The global
economy, is sustained by innovation and technology. Even the concept of success — personal and organ-
isational — is changing as careers take new forms and organisations transform to serve new customer
expectations. Such developments affect us all, offering both unparalleled opportunity and unprecedented
uncertainty. In this age of continuous challenge, a compelling message must be heard by all of us —
smart people and smart organisations create their own futures!

In the quest for a better future, the best employers share an important commitment to people. Amid
high performance expectations, they offer supportive work environments that allow people’s talents to be
fully used while providing them with both valued rewards and respect for work-life balance. In the best
organisations employees benefit from flexible work schedules, onsite child care, onsite health and fit-
ness centres and domestic partner benefits, as well as opportunities for profit sharing, cash bonuses and
competitive salaries. In short, the best employers are not just extremely good at attracting and retaining
talented employees. They also excel at supporting them in a high-performance culture workplace so that
their talents are fully used and their contributions highly valued.

Today’s dynamic new workplace also has huge implications for how individuals manage and shape
their careers. Employees are increasingly committed to their own development. Their aim is continuous
improvement in order to optimise their chances of employment. Fewer and fewer employees depend on
an organisation for their identity and they are no longer committed to just one employer.

After studying high-performing companies, management scholars Charles O’Reilly and Jeffrey Pfeffer
concluded that those companies achieve success because they are better than their competitors at getting
extraordinary results from the people working for them. ‘These companies have won the war for talent’,
they say, ‘not just by being great places to work — although they are that — but by figuring out how
to get the best out of all of their people, every day’.® This, is what Management and your management
course are all about. Both are designed to introduce you to the concepts, themes and directions that are
consistent with the successful management of organisations in today’s high-performance work settings.
As you begin, consider further the challenge posed by the title of O’Reilly and Pfeffer’s book: Hidden
Value: How Great Companies Achieve Extraordinary Results with Ordinary People. Let your study of
management be devoted to learning as much as you can to prepare for a career-long commitment to get-
ting great things accomplished through working with people.

1.1 Working in today’s economy

LEARNING OBJECTIVE 1.1 What are the challenges in the contemporary workplace?

As painful as the global financial crisis became, we now live and work in a post—global financial crisis
economy, marked by challenging opportunities and dramatic uncertainty.” It is a networked economy
in which people, institutions and nations are increasingly influenced by the internet and continuing
developments in information and communications technology (ICT).® Where once the internet was
the key to an exciting future, understood by only a few, it is now expected as a threshold technology
and relied upon routinely by the many. Massive connectivity between systems and people and com-
prehensive automation of seemingly all our everyday processes is now simply ‘business as usual’.
The new economy is a global economy whose scope increases daily. The nations of the world and
their economies are increasingly interdependent, and this globalisation generates great challenges as
well as opportunities. The new economy is knowledge-driven. We must all accept that success must
be forged in workplaces reinvented to unlock the great potential of human intelligence. The high-per-
formance themes of the day are ‘empowerment’, ‘respect’, ‘participation’, ‘flexibility’, ‘teamwork’,
‘creativity’ and ‘innovation’.
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Undoubtedly, the new economy is performance driven. Expectations of organisations and their
members are very high. Success is not guaranteed, but must be earned in a society that demands nothing
less than the best from all its institutions. Organisations are expected to continuously excel on perfor-
mance criteria that include innovation, concerns for employee development and social responsibility, as
well as more traditional measures of profitability and investment value. When organisations fail, cus-
tomers, investors and employees are quick to let them know. For individuals, there are no guarantees
of long-term employment. Jobs are subject to constant change. Increasingly they must be earned and
re-earned every day through performance and accomplishments. Careers are being redefined in terms
of “flexibility’, ‘skill portfolios’ and ‘entrepreneurship’. Today, it takes initiative and discipline and con-
tinuous learning to navigate one’s own career path. Tomorrow’s challenges are likely to be even greater.
What then are some of the challenges ahead for managers?

Intellectual capital

The dynamic pathways into the future are evident among new benchmarks being set in and by pro-
gressive organisations everywhere. Many will be introduced throughout Management. What will become
evident is that the ultimate foundations of an organisation’s success are its people — what they know,
what they learn and what they do with it. They carry not just the corporate memory, but also represent
the firm’s intellectual capital — defined as the collective brain power or shared knowledge of a work-
force that can be used to create value.’ Indeed, the ultimate elegance of the new workplace may well be
its ability to combine the talents of many people, sometimes thousands of them, to achieve unique and
significant results.

This is the age of the knowledge worker — someone whose mind is a critical resource for employers
and who adds to the intellectual capital of the organisation.!® If you want a successful career in the new
economy you must be willing to reach for the heights of personal competency and accomplishment. You
must be a self-starter, willing to learn from experience continuously, even in an environment that grows
daily more complex and challenging.

Globalisation

Japanese management consultant Kenichi Ohmae suggested that the national boundaries of world busi-
ness have largely disappeared.!! At the very least we can say that they are fast disappearing. Who can
state with confidence where their favourite athletics shoes or the parts for their personal computer were
manufactured? Does it matter anyway? More and more products are designed in one country, their com-
ponent parts are made in others and the assembly of the final product takes place in yet another country.
Top managers at Apple, Sony and other global corporations, for example, have no real need for the word
‘overseas’ in everyday business vocabulary. They operate as global businesses that view themselves
as equidistant from customers and suppliers, wherever in the world they may be located. ‘Overseas’
becomes a permanent state of mind, not a nation state on a map. With their vast populations and particu-
larly vibrant middle classes, India and China are likely to become even more significant producers and
consumers. Managers in so-called “Western’ countries find they need to think globally, act locally, and
then incorporate India and China in any strategic decision.

This is part of the force of globalisation, the worldwide interdependence of resource flows, product
markets and business competition that characterises our new economy.'? In a globalised world, coun-
tries and peoples are increasingly interconnected through the news, in travel and lifestyles, in labour
markets and employment patterns, and in business dealings. Government leaders now worry about
the competitiveness of nations just as corporate leaders worry about business competitiveness.'> The
world is increasingly arranged in regional economic blocs, with North and Latin America, Europe and
the Asia—Pacific region as key anchors, and with Africa yet to claim its economic potential. Like any
informed citizen, you too must understand the forces of globalisation and be prepared to participate
in it.
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GLOBALISATION

Australian project management goes global

In spite of a worldwide decline in the resources
sector, Ausenco, a Brisbane-based engineering
and project management company, has
achieved global success through a careful
and well-planned approach to business. The
company was founded by Zimi Meka and
Bob Thorpe in Brisbane in 1991. It proved
remarkably successful, with a ‘can do’ culture
built on providing superior levels of innovative
professional engineering services to its clients,
both large and small. Their work ranged from
minor pre-feasibility studies to assessing the
viability of a proposed project, to designing, constructing and commissioning complex projects in some of
the world’s most challenging and remote regions. It is this approach and strong business ethos that has seen
their installed capital value running into the billions.

In 2008, the company expanded by purchasing US engineering companies Sandwell, Vector and PSI.
The expansion provided the company with comprehensive capabilities in everything from consulting
in the initial design phase to slurry transport and tailings dams. Still headquartered in Brisbane, with
over 3000 staff globally and growing, Ausenco delivered major mining services projects in Canada and
China, and a high-tech copper project in Laos, along with other successful projects in Africa, Australia
and South America. By 2015 the ‘resources boom’ was all but over and the Chinese steel mills were
slowing, along with the price paid for iron ore. Coal, oil and gas prices were all reduced by 30-50 per
cent over the previous five years, and the outlook remained stubbornly ‘subdued’. Community resis-
tance to coal mines in pastoral regions sapped the will of governments and miners alike.

Previously, careful focus on its activities, organisational capabilities and the continuing professional devel-
opment of its staff, plus the flexibility to meet client needs while still providing innovative project solutions,
had meant that Ausenco survived the financial downturn in good shape, and with an optimistic forecast for
its share price. However, a lack of new projects gradually took its inevitable toll, and Ausenco management
had to contemplate layoffs and moving operations into new sectors such as renewable energy projects.
Nowadays, providing sustainable solutions for a cleaner environment has become the company’s objective.
The key to Ausenco’s success has certainly been the careful management of its operations and mutually
productive relationships with its clients. Zimi Meka, Ausenco’s CEO, was named by Engineers Australia
magazine as one of Australia’s most influential engineers in 2015 and has earned his place in the ranks of
Australia’s most successful managers — even through the tough times.

QUESTION

Thinking about the challenges of managing in a fast-moving technology-rich multinational environment,
how will the manager of tomorrow be successful? We can and should learn from the past, but what can
we learn from the future? Where is it taking us?

Technology

The global economy is not the only beneficiary of developments in new technology. Who has not been
affected by the internet? Those who are not willing to become a participant in the exploding world of
ICT will be left behind. It is a mandatory requirement in the contemporary workplace.

We now live in a technology-driven world dominated by interactive technologies that are compact,
visually appealing and versatile — offering users conveniences such as remote internet access at the
click of a button. Computers allow organisations of all types and sizes, locally and internationally, to
speed transactions and improve decision-making.'* From the small retail store to the large multinational
firm, technology is an indispensable part of everyday operations — whether you are managing the inven-
tory, making a sales transaction, ordering supplies or analysing customer preferences. Recently, scanning
technologies have become integral to streamlining operations for many businesses.
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Local and international governments increasingly take advantage of the internet. When it comes to
communication — within the many parts of an organisation or between the organisation and its suppliers,
customers and external constituents — geographical distances hardly matter anymore. Computer-based
networking can bring together almost anyone from anywhere in the world at the touch of a keyboard.
People in remote locations can hold meetings, access common databases, share information and files in
real time, and make plans and solve problems together — all without ever meeting face to face.

As the pace and complexities of technological change accelerate, the demand for knowledge workers
with the skills to use technology to full advantage is increasing. The information-based economy is dra-
matically changing employment. The fastest growing occupations are computer-related. Workers with
ICT skills are in demand — low-skill workers displaced from declining industries find it difficult to find
new jobs offering adequate pay. In a world where technological change is occurring at an accelerating
rate, computer literacy must be mastered and continuously developed as a foundation for career success.
For example, around 90 per cent of Australia and New Zealand’s population are internet users. The per-
centages are similarly high in Hong Kong and Singapore, with 80 and 82 per cent respectively.'>

Diversity

Along with many other countries in the world, the populations of both Australia and New Zealand are ageing,
due to people having fewer children and generally living longer than in past generations. Consider this fact:
currently, about 1 in 10 people in both countries are aged over 65. By 2050, there will be as many people
aged over 65 in both countries as there are people between 15 and 40.'° The Australian workforce consists
of a large proportion of employees aged over 45 years. The global financial crisis has severely impacted
superannuation funds, so much so that many pre-retirees have deferred their retirement, and many who have
retired have sought to rejoin the workforce. Consequently, as increasing numbers of the workforce belong
to older age groups, it could be expected that age could become an important basis for the development of
diversity management initiatives. However, research on 7500 Australian companies has found that less than
one in three are attempting to attract mature-age workers.!” This is surprising in view of the benefits when
older workers are employed: more taxes are paid, wisdom and experience are contributed to the workplace,
and productivity increases. Without an increase in the participation rate by mature-age workers, the burden of
pensions and healthcare will increase steeply. At the Older Australians At Work Summit, the Age Discrimi-
nation Commissioner, Susan Ryan, stated: ‘Rather than inflicting an intolerable burden on the declining pro-
portion of taxpaying workers aged less than 60 years, we can spread the load by a straightforward change: by
lengthening the working life of all Australians’.'® Furthermore, it was reported that:

Increasing employment of older people will have extraordinary benefits. An increase of 5 per cent in
paid employment of Australians over the age of 55 would boost the economy by $48 billion . .. each year.
Such a change presents opportunities for businesses as well. As a cohort, older Australians are diverse,
talented, energetic, and willing to work.'”

The term workforce diversity is used to describe the composition of a workforce in terms of differences
among the members.2% These differences include gender, age, race, ethnicity, religion, sexual orientation and
able-bodiedness. In Australasia the legal context of human resource management is very strict in prohibiting
the use of demographic characteristics for staffing decisions such as hiring and promotion. Discrimination
against older employees continues in some sectors. Australasian organisations have been reluctant to hire
older staff in spite of evidence to indicate that beliefs in their lessened capacity are false. Similarly, other
forms of discrimination persist, despite laws designed to prevent them. This is discussed in later chapters.

The issues of managing workforce diversity extend beyond legal considerations. Today’s increasingly
diverse and multicultural workforce offers great opportunities with respect to potential performance gains.”!
By ‘valuing diversity’ organisations can tap into a rich talent pool and help people work to their full potential.
But what does this really mean? It should mean ‘enabling every member of your workforce to perform to his
or her potential’. A vice-president at Avon once posed the challenge of managing diversity this way: ‘con-
sciously creating an environment where everyone has an equal shot at contributing, participating, and most of
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all advancing’.?? Although easy to say, meeting social responsibilities to truly value diversity has proven dif-
ficult to accomplish. Even though progress in equal opportunity continues to be made, lingering inequalities
remain in the workplace. Not only will the composition of the workforce change in the future, but the nature
of the relationships people have with organisations will also continue to change. The past two decades have
been characterised by an upward trend in all types of non-standard forms of employment. There has been an
increase in casual work, temporary work, outsourcing and offshoring, the use of agencies and other labour-
market intermediaries. Given the continuing need for organisations to respond quickly in the marketplace, it
could be expected that these forms of flexible employment will increase. Differences in approaches to pay,
conditions of employment and opportunities for development are ready examples of the inequality this can
involve.?? Diversity bias can still be a limiting factor in too many work settings. Managing a diverse work-
force needs to take into account the different needs of members of different identity groups.

Prejudice, or the holding of negative, irrational opinions and attitudes regarding members of
diverse populations, sets the stage for diversity bias in the workplace. This bias can take the form of
discrimination that actively disadvantages people by treating them unfairly and denying them the full
benefits of organisational membership. It can also take the form of any barrier or ‘ceiling’ that prevents
people from rising above a certain level of organisational responsibility. Researcher Judith Rosener sug-
gests that the organisation’s loss is ‘undervalued and underutilised human capital’.>*

DIVERSITY

The challenge of managing across cultures

Managing in an international environment is a
significant challenge for organisational leaders
in multinational corporations. Managing across
cultures is never easy, and undertaking inter-
national leadership roles can be particularly
difficult. Global supply chains, marketing
strategies and human resource management
approaches require constant coordination and
fine-tuning. Whether you wish to lead a global
corporation one day, or simply hope to develop
international leadership skills, an overseas job
assignment can provide an array of new skills
and experiences.

A survey of 300 Australian general managers found that the traditional highly individualistic, consultative
Australian leadership style is inappropriate when transferred to the hierarchical, group-oriented
cultures of many Asian countries. A global mindset is required in which managers adapt their style to the
cultures in which they operate. This mindset can be developed through regular exposure to the business
cultures of Asia-Pacific, and an international assignment is one obvious way to achieve this. Undertaking
international management and cross-cultural subjects at university is also highly recommended.

Workers in Asian countries can often be expected to show great respect to seniors and those in
authority. In contrast, in Western cultures such as in Australia and New Zealand, workers may be
expected to emphasise self-interests more than group loyalty. Outsiders may find that the workplace
in more ‘masculine’ societies, such as Japan, displays more rigid gender stereotypes. Also, corporate
strategies in more long-term cultures are likely to be just that — more long-term oriented. Potential
reasons for these phenomena are discussed in relation to the well-known international study conducted
by Geert Hofstede in the chapter on the international dimensions of management.?5

QUESTION

By definition, cultures are different from each other, with differing values, attitudes, feelings and behaviours.
Is it possible to have an approach to management that flies over all these differences, like a one-size-fits-all
theory that’s infinitely adaptable?
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Ethics

When a well-known business executive goes to prison for some corporate misdeed, we notice. When a
major environmental catastrophe occurs because of a business misdeed, we notice. In 2015, Volkswagen
famously admitted to systematic fraud by installing software in 11 million of its diesel cars to allow
them to pass emissions tests. Once the cars were out of the laboratory the software deactivated their
controls and the engines spewed fumes at up to 40 times the permitted level.?® The Volkswagen CEO,
Martin Winterkorn, resigned but the reputational and financial damage to the company was immense. It
was to Volkswagen what Deepwater Horizon was to BP — at least that was an accident. Volkswagen’s
deception was deliberate.

Increasingly, we notice the ‘moral’ aspects of the everyday behaviour of organisations, their executives
and employees.?” Society is becoming strict in its expectation that social institutions conduct their affairs
according to high moral standards. A global recession, coupled with a spate of corporate failures, poor
corporate governance and the apparent indifference of some businesspeople to shareholders, employees
and local communities are reasons for some businesses’ poor image. Add to this a negative reaction to
globalisation, cost-cutting and the gap between the wages of workers and those of senior executives, and
a bleak picture emerges regarding the image of Australian big businesses.?® These issues have also put
the spotlight on the quality and moral standards of Australian boards and managers. Equally, the col-
lapses of financial services organisations in and after the turmoil of the global financial crisis has raised
serious questions about management incompetence, greed, corruption and CEO remuneration; indeed,
about corporate ethics generally.

The pressure for ethical and socially responsible conduct is on, and justifiably so. Organisations and their
managers are becoming more responsive. Quite simply, they will not be able to keep customers if they do
not treat them well and act in ways that are consistent with society’s values. The expectations character-
istic of this new century include sustainable development and protection of the natural environment; protec-
tion of consumers through product safety and fair practices; and the protection of human rights in all aspects
of society, including employment.?” Workplace concerns include equal employment opportunity, equity of
compensation and benefits, participation and employee involvement, privacy and due process, job security,
occupational health and safety, and freedom from sexual harassment. Employees are demanding more self-
determination on the job — they want to be part of everyday decisions on how and when to do their jobs, and
they expect real opportunities to participate in job-related decisions. Job security is a concern at a time when
many organisations are cutting back their full-time workers and hiring more part-time or casual workers.

Ethical and social responsibility issues involve all aspects of organisations, the behaviour of their
members and their impact on society. You must be ready to understand the ethical context of working in
the new economy and you must be prepared to perform in ways that fulfil your ethical commitments as
well as those of your employer. Consider, for example, the ethical framework set by this statement from
the credo of Johnson & Johnson:

We are responsible to the communities in which we live and work and to the world community as well.
We must be good citizens — support good works and charities and bear our fair share of taxes. We must
encourage civic improvements and better health and education.

Careers

The nature of work has changed, and the challenges of change make personal initiative and self-renewal
the demands du jour. The career implications of the new employment patterns characteristic of this
dynamic environment are extremely significant. British management scholar Charles Handy suggested
the analogy of the Irish shamrock to describe and understand them.?!
Picture an organisation as a shamrock with three leaves. Each leaf has a different career implication.
* In one leaf are the core workers. These full-time employees pursue traditional career paths. With
success and the maintenance of critical skills, core employees can advance within the organisation and
may remain employed for a long time.
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* In the second leaf of the shamrock organisation are contract workers (including daily or weekly hire).
They perform specific tasks as needed by the organisation and are compensated on a contract or fee-
for-services basis rather than by a continuing wage or salary. Contract workers sell a skill or service
to employers — they are likely to work for many different employers over time and may work for
several employers at the same time.

* In the third leaf are the casual and part-time workers who are hired only as needed and only for a
set number of hours. Employers expand and reduce their casual staff as business needs rise and fall.
Casual and part-time work can be a training ground for the full-time work of the first leaf, when
openings are available. Other modes of employment include outworkers (e.g. working from home),
shift workers and fly-in-fly-out workers.

People need to be prepared to work in any of the employment modes. The typical career is not uni-
formly full-time and limited to a single large employer. It is more likely to unfold opportunistically and
involve several employment options over time. ‘Free agency’ is a term used to describe career man-
agement in the new workplace.’> What it means is that workers must be prepared to change jobs and
employers over time, but their skills must be portable and of current value in the employment markets.
Skills are not gained once and then forgotten — they must be carefully maintained and upgraded all the
time. A career consultant suggested that careers be approached with the analogy of a surfer: ‘You're
always moving. You can expect to fall into the water any number of times, and you have to get back up
to catch the next wave’.3?

Handy’s advice is to maintain a ‘portfolio of skills’ that are always up to date and valuable to potential
employers, to build a portfolio that includes a professional résumé and work samples that demonstrate
critical managerial skills and competencies. A well-constructed student portfolio can be an important
source of advantage in competitive markets when searching for jobs.

CRITICAL ANALYSIS

1. Think back to how things have changed in the past five years, in terms of the role of the
manager; at least, as you perceive it. Taking the big-picture view, what changes do you see? For
example, is there greater or lesser emphasis on people against profit, or on technology against
entrepreneurship? Keep these thoughts in mind as you progress through the chapter.

2. Diversity management might be seen as a necessary encumbrance — something managers do
because they have to — or it may be seen as a source of competitive advantage. What do you
think? Does it have your grudging acceptance, profit-oriented approval, or ethical support? What
difference does this make?

3. Shareholders express resentment when corporate bosses take bonuses while their companies are
appealing for government bailout funding. Are CEO packages in the many millions really justifiable?
Is there an ethical dimension to executive remuneration, or should companies just pay whatever the
market will bear to get the managers they want?

1.2 Organisations in today’s workplace

LEARNING OBJECTIVE 1.2 What are organisations like in the contemporary workplace?

The world of work is a ‘wired” world, one tied to the connectivity made possible by ICT. Manage-
ment consultant Tom Peters says that in coming years, companies of all sizes will have virtual teams
spread across the globe who will never meet in person. He describes work in new organisations
this way:

Every project will call for a new team, composed of people with specially tailored skills . . . Every player
on this team will be evaluated. .. for the quality and uniqueness and timeliness and passion of her or
his contribution.?*
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