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Letter from the Authors
Dear Colleague,

Thank you for taking the time to review our book. If you are reading this right now, you likely 
agree with our (perhaps biased) opinion that Management is one of the most important courses 
that students will take in their academic careers. Regardless of their majors, management will 
likely be in your students’ futures. Whether your students graduate to become salesforce mem-
bers, financial analysts, or supply chain specialists, they will undoubtedly work for managers. 
This book will help students understand how managers work. Moreover, the concepts in this 
text will help students prepare for their own future management positions.

It is hard to believe that this management textbook, now in its fifteenth edition, is over 35 years 
old. While a little younger than companies such as Apple and Microsoft, it is amazing to think 
that our book is older than companies like Alphabet (Google), Costco, Amazon, Lockheed 
Martin, and Netflix. Like these leading companies, our book has advanced over the years, rely-
ing on one constant theme: innovation. We created a product that resonated with the academic 
community, and we continuously innovated over the decades that followed. Specifically, over 
the years we have continued to integrate leading-edge research on individuals, teams, and orga-
nizations with pedagogical techniques designed to enhance students’ performance, their ability 
to obtain employment, and ultimately their careers.

The unique approach of our book is that each chapter in our comprehensive text helps students 
develop a specific management skill. The content specifically focuses on how students can be 
more strategic and more creative, work as team members, become successful leaders, and more. 
We designed our chapters to build these skills (and others) to fulfill the objective of this book: To 
help students both obtain employment and flourish in the workplace.

The work on the pages that follow is largely the result of our interactions with the many instruc-
tors around the globe who use our book. Thank you! If we can help, please do not hesitate to 
email us!

Sincerely,

Samuel C. Certo	 S. Trevis Certo
scerto@rollins.edu	 trevis.certo@asu.edu
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Preface
Build students’ management confidence by helping 
students not only learn management concepts but also 
develop a target skill in each chapter.

At the end of each chapter is the 
Challenge Case Summary, 
where students read about how 
the company manager(s) used 
the concepts presented in the 
chapter to address the challenge.

Applying 
Management 
Concepts

Each chapter opens with a 
Challenge Case that presents 
a company facing a particular 
challenge relevant to the topic 
of the chapter.
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Tips for Managing Around the Globe, Steps for Success, and Practical Challenge callouts 
highlight practical applications of management concepts.
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Each chapter references assignable exercises in MyLab Management like branching, scenario-
based Try It! Mini Sims and Watch It! Videos about real companies to provide even more 
opportunities for students to apply the concepts they are learning to real-world situations.
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xx	 PREFACE

Personal Inventory Assessments, assignable in MyLab 
Management, are recommended by the authors in every chapter. 
These assessments provide immediate results to develop profes-
sionalism and awareness of oneself and others, giving students the 
skills necessary for their future career.

Developing Management 
Skills

Assessing Your Management Skills is an assignment in 
MyLab Management with an average of 15 questions that asks 
the students to indicate how they would advise senior manage-
ment to respond to situations in the Case Challenge and Case 
Challenge Summary. Students receive instant feedback on their 
responses. Results flow to the gradebook.

Management Skills Exercises provide additional dis-
cussion questions to dig into the Challenge Case and a 
second, short case to help students better understand 
how concepts apply to companies and their challenges.

Target Skill and Skill and Your Career at the opening 
of each chapter focus on managerial skills that employers 
most value in job candidates. Students can develop these 
skills by completing specially designed, innovative learn-
ing activities, which appear both in the text and through 
MyLab Management.
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Three Experiential Exercises are featured at the end of each chapter. The first type helps stu-
dents use active learning, frequently in groups, to develop knowledge and skills specific to chapter 
content. The second, You and Your Career, is an exercise that asks students to reflect on chapter 
content to help them better understand how to manage their careers. The third type, Building 
Your Management Skills Portfolio activities, use real company examples and data points to 
help students demonstrate the management knowledge and skill acquired in that chapter.
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What’s New to This Edition
NEW! Management Skill and Your Career
Helps students understand the relationship between each chapter’s Target Skill and future 
employability.

UPDATED! Reorganized Table of Contents
Reflects the changing importance placed on Entrepreneurship and Creativity and Innovation 
due to research on what companies are seeking in applicants.

•	 Management and Entrepreneurship chapter (formally Appendix 2) is now Chapter 2.
•	 Creativity and Innovation chapter (formally Appendix 3) is now Chapter 6.

NEW! Employability & Employability Skills
Consistent with our traditional pragmatic focus on concepts and skills, a new theme has been 
added on what it means to be employable and developing related skills.

NEW! Chapter-Opening Challenge Cases & Chapter-Ending 
Challenge Case Summaries
Half of the Challenge Cases and Challenge Case Summaries are new to this edition, including 
new cases on Netflix, Walt Disney Company, and Domino’s Pizza.

NEW! Chapter-Ending Cases
Half of the Chapter-Ending Cases are new to this edition, including a new case on Fox News and CNN.

NEW! Experiential Exercises
Half of the chapter-ending experiential exercises are new to this edition. Exercises focus on top-
ics like conducting feasibility studies, managing Generation Z, and understanding cultures in 
other countries.

NEW! Chapter Highlights: Tips for Managing Around the 
Globe, Steps for Success, and Practical Challenge.
Half of the highlights are new to this edition. New features focus on topics like P&G’s Integrity 
Statement, interviewing recruits at Home Depot, and China’s efforts to implement sustainable 
agricultural practices.

NEW AND UPDATED! Research Updates
Each chapter topic was thoroughly reviewed for timeliness of cited research, with endnotes 
being modified as necessary. Topics now include, for example, employability, self-managed 
teams, organization development, and workplace bullying.

Chapter-by-Chapter Changes
Introduction to Modern Management
Chapter 1: Introducing Modern Management: Concepts and Skills

•	 Updated with new Highlight: Management Skill and Your Career
•	 New chapter coverage on employability skills and highlights about top-paid executives
•	 New Challenge Case discusses Coca-Cola’s new CEO, James Quincey
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•	 New end-of-chapter case features Doze Mattresses and the challenges of managing a start-up 
business

•	 New Experiential Exercise related to conceptual skills
•	 New You and Your Career activity delves into managing older generations of workers

Chapter 2: Management and Entrepreneurship: Handling Start-Ups and New Ventures

•	 New Chapter Placement: Moved to front of book to emphasize entrepreneurship early in 
course

•	 New Highlight: Entrepreneurship Skill and Your Career
•	 New Challenge Case, Professor Becomes Restaurateur, focuses on start-ups
•	 New Experiential Exercise focuses on conducting a feasibility study
•	 New You and Your Career looks at hiring decisions
•	 New Building Your Management Skills Portfolio activity discusses the entrepreneurship 

process

Modern Management Challenges
Chapter 3: Society, Ethics, and Sustainability

•	 New Highlight: Social Responsibility Skill and Your Career
•	 New chapter coverage on tracking sustainability goals
•	 New Challenge Case addresses how IKEA builds on its commitment to the environment
•	 New Tips for Managing Around the Globe focuses on China’s efforts to implement more sus-

tainable agricultural practices
•	 New Steps for Success is about P&G’s integrity statement
•	 New Practical Challenge emphasizes sustainability at Mars
•	 New end-of-chapter case on whistle-blowing at Wells Fargo

Chapter 4: Management and Diversity

•	 New Highlight: Diversity Skill and Your Career
•	 New chapter coverage on EEOC and related case settlements
•	 New Tips for Managing Around the Globe that looks at Deloitte UK
•	 New Steps for Success discusses Generation Z
•	 New Practical Challenge examines Pinterest’s hiring goals for a more diverse workforce
•	 New Challenge Case discusses how diverse employees contribute to GE Lighting’s bright 

future
•	 New end-of-chapter case on Fox News and CNN’s racial discrimination lawsuits
•	 New Experiential Exercise explores difficulty of managing Generation Z
•	 New You and Your Career emphasizes discrimination

Chapter 5: Managing in the Global Arena

•	 New Highlight: Global Management Skill and Your Career
•	 New chapter coverage of foreign investment in the United States, U.S. investment abroad, non-

verbal gestures and different cultures, and the United Kingdom exiting the European Union
•	 New Challenge Case discusses the phenomenal growth of KFC in China
•	 New Experiential Exercise considers understanding other cultures
•	 New You and Your Career examines moving a firm to Brazil.
•	 New Building Your Management Skills Portfolio addresses challenges of working abroad

Chapter 6: Creativity and Innovation

•	 New Chapter Placement: Moved to front of book to emphasize this topic earlier in course
•	 New Highlight: Creativity and Innovation Skill and Your Career
•	 New Challenge Case: Olde Peninsula Brings Brewpub Innovation to Kalamazoo
•	 New end-of-chapter case focuses on autonomous vehicles
•	 New Experiential Exercise uses student experiences in their principles of management course 

to gain insight about how creativity and innovation can have an impact on the effectiveness of 
training environments

•	 New You and Your Career emphasizes creative ways to enhance résumés
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Planning
Chapter 7: Plans and Planning Tools

•	 New Highlight: Planning Skill and Your Career
•	 New example illustrates how Mitsubishi Electric constructed a new training facility
•	 New Steps for Success feature reviews tips for creating a budget
•	 New end-of-chapter case showcases how Gillette is battling Dollar Shave Club

Chapter 8: Making Decisions

•	 New Highlight: Decision-Making Skill and Your Career
•	 New Practical Challenge features Ford deciding to cancel building a Mexican auto factory
•	 New Building Your Management Skills Portfolio examines the decision making in solving a 

restaurant problem

Chapter 9: Strategic Planning: Strategies, Tactics, and Competitive Dynamics

•	 New Highlight: Strategic Planning Skill and Your Career
•	 New Tips for Managing Around the Globe explores Ryanair’s cost leadership strategy
•	 New Experiential Exercise focuses on applying Porter’s model to Burger King
•	 New Building Your Management Skills Portfolio activity examines strategic issues at Newell 

Brands

Organizing
Chapter 10: Fundamentals of Organizing

•	 New Highlight: Organizing Skill and Your Career
•	 New Tips for Managing Around the Globe shows how a French law bans work e-mail after 

hours
•	 New You and Your Career explores working in a flat versus tall organization structure
•	 New Building Your Management Skills Portfolio examines coordination and span of  

management

Chapter 11: Responsibility, Authority, and Delegation

•	 New Highlight: Responsibility and Delegation Skill and Your Career
•	 New Challenge Case examines Hy-Vee Supermarkets and manager autonomy
•	 New Steps for Success provides tips for delegating tasks
•	 New end-of-chapter case reviews Warby Parker permitting employees to choose their own 

projects
•	 New Experiential Exercise discusses centralization versus decentralization at Dairy Queen
•	 New You and Your Career emphasizes job descriptions
•	 New Building Your Management Skills Portfolio illustrates delegation at Etsy

Chapter 12: Human Resource Management

•	 New Highlight: Human Resource Management Skill and Your Career
•	 New Challenge Case discusses Netflix revamping its human resource function
•	 New Steps for Success gives tips for being an effective interviewer
•	 New Practical Challenge illustrates how Home Depot conducts interviews
•	 New end-of-chapter case looks at Disney using social media to recruit employees
•	 New Building Your Management Skills Portfolio illustrates conducting a human resource 

audit at Gold Star Chili

Chapter 13: Changing Organizations: Stress, Conflict, and Virtuality

•	 New Highlight: Organizational Change Skill and Your Career
•	 New chapter coverage of IBM and Yahoo! moving from virtual work arrangements back to 

traditional office settings
•	 New Experiential Exercise discusses change agents in a campus organization
•	 New You and Your Career focuses on stress reduction
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•	 New Building Your Management Skills Portfolio emphasizes helping employees through a 
major change at work

Influencing
Chapter 14: Influencing and Communication

•	 New Highlight: Communication Skill and Your Career
•	 New Practical Challenge: Google’s Emotional Intelligence Course
•	 New Tips for Managing Around the Globe: Cross-Cultural Communication
•	 New Steps for Success: Crafting an Elevator Speech
•	 New end-of-chapter case: Houston Zoo Improves Internal Communication
•	 New You and Your Career discusses the use of mobile devices across different generations
•	 New Building Your Management Skills Portfolio examines Radisson Hotels

Chapter 15: Leadership

•	 New Highlight: Leadership Skill and Your Career
•	 New Challenge Case: Bain & Company’s CEO, Bob Bechek, Leads the Team
•	 New Tips for Managing Around the Globe: Adapting Your Leadership Style in Other Cultures
•	 New Steps for Success: Tips for Establishing a Coaching Program
•	 New Practical Challenge: How Mary Barra, GM’s CEO, Meets the Leadership Challenge
•	 New Experiential Exercise explores leaders consulting with employees when making  

decisions
•	 New Building Your Management Skills Portfolio discusses Don Blankenship, former presi-

dent of the Upper Big Branch Mine, losing 29 miners in an industrial accident

Chapter 16: Motivation

•	 New Highlight: Motivation Skill and Your Career
•	 New Challenge Case focuses on how Disney motivates employees
•	 New Practical Challenge: How The Home Depot Recognizes Employees
•	 New Tips for Managing Around the Globe: Motivating Employees from Other Cultures
•	 New Steps for Success: Tips for Disciplining Employees Effectively

Chapter 17: Groups and Teams

•	 New Highlight: Team Skill and Your Career
•	 New chapter coverage on collaboration and effective work teams
•	 New Practical Challenge: How Momchil Kyurkchiev Builds Teams at Leanplum
•	 New You and Your Career exercise focusing on cross-functional teams

Chapter 18: Building Organization Culture

•	 New Highlight: Organization Culture Skill and Your Career
•	 New Tips for Managing Around the Globe: P&G’s Worldwide Business Conduct Manual
•	 New Steps for Success: Tips on Writing a Values Statement
•	 New Practical Challenge: Southwest Airlines Celebrates Its Organization Culture
•	 New You and Your Career feature focusing on an ideal organization culture

Controlling
Chapter 19: Controlling, Information, and Technology

•	 New Highlight: Controlling Skill and Your Career
•	 New Challenge Case highlighting how Domino’s uses technology
•	 New end-of-chapter case emphasizes how Metail helps buyers try on clothes with virtual 

models
•	 New Experiential Exercise illustrates controlling instructional programs in organizations 

by having students reflect on personal experiences in their principles of management 
courses
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•	 New You and Your Career emphasizes the role of information and technology in career 
building

Chapter 20: Production and Control

•	 New Highlight: Production Skill and Your Career
•	 New Challenge Case on Tesla increasing production while improving quality
•	 New end-of-chapter case examines new layout strategy at Cheddar’s restaurant
•	 New Experiential Exercise illustrates calculating a break-even point
•	 New You and Your Career explores production versus service environments
•	 New Building Management Skills Portfolio focuses on material controls in a manufacturing 

setting

Appendix 1
Managing: History and Current Thinking

•	 New Highlight: Comprehensive Management Skill and Your Career
•	 New Challenge Case focuses on Alan Mulally emphasizing innovation at Ford Motor  

Company
•	 New Practical Challenge highlight discusses how Bank of America redesigned work areas
•	 New Steps for Success highlights tips for better understanding employees
•	 New Tips for Managing Around the Globe describes crowdfunding at IBM
•	 New end-of-appendix case focuses on managing UPS in an Internet economy

MyLab Management
Reach every student by pairing this text with MyLab Management
MyLab is the teaching and learning platform that empowers you to reach every student. By com-
bining trusted author content with digital tools and a flexible platform, MyLab personalizes the 
learning experience and improves results for each student. Learn more about MyLab Manage-
ment at www.pearson.com/mylab/management.

•	 Deliver trusted content: You deserve teaching materials that meet your own high stan-
dards for your course. That’s why we partner with highly respected authors to develop 
interactive content and course-specific resources that you can trust—and that keep your 
students engaged.
•	 And with Mini Sims, students can apply course concepts and develop decision-making 

skills through real-world business challenges.
•	 Empower each learner: Each student learns at a different pace. Personalized learning pin-

points the precise areas where each student needs practice, giving all students the support 
they need—when and where they need it—to be successful.
•	 The Study Plan gives students personalized recommendations, practice opportunities, 

and learning aids to help them stay on track.
•	 Teach your course your way: Your course is unique. Whether you’d like to build your own 

assignments, teach multiple sections, or set prerequisites, MyLab gives you the flexibility to 
easily create your course to fit your needs.
•	 Choose from a library of Personal Inventory Assessments to promote self-reflection 

and engagement in students, helping them better understand management concepts.
•	 Improve student results: When you teach with MyLab, student performance improves. 

That’s why instructors have chosen MyLab for over 15 years, touching the lives of over 50 
million students.
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Instructor Teaching Resources

We are grateful beyond words for the continued acceptance of Modern Management by manage-
ment instructors in both the United States and other countries. It has also been translated into 
several foreign languages, such as Portuguese and Spanish, and adopted for use in professional 
management training programs.

Over the years we have received personal satisfaction from the continued and growing 
popularity of Modern Management. Much of the credit for this popularity rightfully belongs to 
our colleagues who have supplied many of the key ideas for refinement and development. We 
would like to extend our warmest personal gratitude to these professionals for their dedication 
and commitment to making Modern Management what it is today.

The colleagues whose ideas contributed to this edition and all editions include:

Acknowledgments

Don Aleksy, Illinois Valley College

Michael Alleruzzo, Saint Joseph’s  
University

Barry Axe, Florida Atlantic University

Karen Barr, Penn State University

Dan Baugher, Pace University

This program comes with the following teaching resources:

Supplements available to instructors at  
www.pearsonhighered.com

Features of the Supplement

Instructor’s Resource Manual  
authored by Julie Boyles from  
Portland State University

•	 Chapter-by-chapter summaries
•	 Chapter outlines with teaching notes
•	 Additional individual assignments and group 

exercises
•	 Case discussion notes
•	 Solutions to all questions and exercises in 

the book

Test Bank
authored by Carol Heeter from Ivy Tech  
Community College

1,890 multiple-choice, true/false, and essay 
questions with these annotations:
•	 Learning Objective
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1 Introducing Modern 
Management:  

Concepts and Skills

M A N A G E M E N T  S K I L L  A N D  Y O U R  C A R E E R

Management skill will be of great value to you in enhancing your career. For 
example, this skill can help you to focus systematically on engaging organizational 
resources to meet profit goals. Profit making will contribute to organizational 
success, build your image as a competent manager, make you valuable to your 
organization, and support promotions as you build your career.

O B J E C T I V E S

To help build my management skill, when studying this chapter, I will attempt to acquire:

1-1 	 An understanding of a manager’s task

1-2 	 Knowledge about the management 
process and organizational 
resources

1-3 	 An understanding of management 
skill as the key to management 
success

1-4 	 Insights concerning what 
management careers are and how 
they evolve

MyLab Management Chapter Warm Up
If your instructor has assigned this activity, go to www.pearson.com/mylab/management 
to complete the chapter warm up.

TA R G E T  S K I L L 

Management Skill: the ability to work with people and other  
organizational resources to accomplish organizational goals
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Coke’s New CEO Battles a 
Changing Market

This chapter focuses on a number of introductory 
management topics, but one key concept is that of 

management employability skills (communication, criti-
cal thinking, creativity, collaboration, knowledge applica-
tion, and ethics and social responsibility). The new CEO 
of Coca-Cola is a great example of all six of these man-
agement employability skills. Coca-Cola is a brand that 
has been around for over 130 years. The iconic logo 
script, contoured shape of the bottle, and bubbly taste 
have made Coke one of the most recognizable brands in 
the world. The beverage giant has enjoyed a worldwide 
popularity envied by most consumer companies. How-
ever, the last 10 years have been tough on Coke and on 
the carbonated beverage industry in general. Bottled 
water has supplanted soda as the most commonly pur-
chased drink in the United States, and cities have begun 
taxing carbonated beverages heavily in hopes of raising 
funds and curbing obesity and diabetes.

In this current turbulent climate, James Quincey took 
the reins as CEO of the soda giant in 2017. Beginning his 
career with Coke in 1996, he oversaw operations in Latin 
America and Europe and worked his way up to chief oper-
ating officer, learning along the way the employability skill 
of knowledge application. Each position he filled in his 
career with the company taught him something new that 
he could utilize in subsequent positions. The former CEO, 
Muhtar Kent, had held the position for 8 years and 
groomed Quincey to take over the helm upon his 
departure.

Quincey has a number of challenges ahead of him 
requiring critical thinking skills. Currently the firm’s soda 
sales account for 70 percent of global revenue.1 And though 
that number is impressive, it is also a daunting figure 
because sales of carbonated beverages are steeply declin-
ing. In addition, the company is downsizing its number of 
employees as it tries to enter new beverage markets. These 
are major trials for the 52-year-old Quincey. The critical 
thinking skills needed to tackle these issues showcase 
Quincey’s ability to use purposeful, goal-directed thinking 
to define and solve these problems.

“We are moving quickly to structure our organization 
for faster growth and to ensure we can respond to the fast-
changing needs of our consumers,” Quincey said.2 The 
restructuring has meant cutting 1,200 jobs at the corporate 
office on top of the nearly 100,000 jobs lost as Coke has 

CHALLENGE CASE 

sold off bottling operations since 2012. This is important as 
the company refocuses its efforts on products such as 
sports drinks, tea, plant-based beverages, bottled water, 
and flavored water—a major departure from the tried-and-
true carbonated namesake of the firm.

Quincey understands that if Coke is to continue to com-
pete with Pepsi and Dr. Pepper Snapple, he has to create 
new revenue streams while significantly cutting costs. This 
means making tough decisions about reducing staff and 
taking risks with the introduction of new products. As con-
sumers seek out healthier options, the beverages of 20 years 
ago are no longer the top sellers. People want less sugar and 
fewer calories, and they want to feel good about what they 
are consuming. This embodies the employability skill of eth-
ics and social responsibility. Coke’s voluntary decision to 
manufacture a beverage that helps contribute to the reduc-
tion of diabetes and the number of obese consumers dem-
onstrates the company’s commitment to implementing 
strong ethical and socially responsible choices. It will be cru-
cial for Quincey to communicate with his team about this 
trend. This is a critical management employability skill that 
is highly desirable by organizations, and Quincey’s ability to 
convey the information effectively to his associates will be 
critical for Coke’s success.

Coke, under Quincey, is entering a new era where delib-
erate management initiatives will maintain the strong mar-
ket position the company has enjoyed. However, changes to 
a company built on a single carbonated beverage product 

James Quincey, new CEO of The Coca-Cola Company, 
will need his broad-based knowledge to face current 
competitive challenges.
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are a necessity. In addition, Quincey is effectively demonstrating the six management 
employability skills that are discussed in this chapter. According to Quincey, “The brand 
Coca-Cola will always be the heart and soul of The Coca-Cola Company, but the company 
has outgrown its core brand. The company needs to be bigger than our core brand. We’ve 
been very clear that for us to drive sustainable, profitable growth of our brands, we also 
need to encourage and enable our consumers to control added sugar consumption.”3

T H E  M O D E R N  M A N A G E M E N T  C H A L L E N G E
The Challenge Case illustrates a few of the ways that James Quincey will need his 
personal management skills at Coke. After studying chapter concepts, read the 
Challenge Case Summary at the end of the chapter to help you to relate chapter 
content to developing management skills to inspire innovation.

A Manager’s Task
Managers influence all phases of modern organizations. Plant managers run manufacturing 
operations that produce the clothes we wear, the food we eat, and the automobiles we drive. 
Sales managers maintain a sales force that markets goods. Personnel managers provide organi-
zations with a competent and productive workforce. The “jobs available” section in the classi-
fied advertisements of any major newspaper describes many different types of management 
activities and confirms the importance of management.

Managers are also important because they serve a very special purpose in our lives. They are 
the catalysts for new and exciting products of all kinds that keep our economy and standard of 
living moving forward. One such new product of today is the Transportable Exam Station (TES), 
which brings the doctor to you. Other such products include Apple’s new head-mounted 
iPhone, Microsoft’s new tablet called Surface, and Chevrolet’s new electric car called Volt.

In addition to understanding the significance to managers and society of managerial work 
and its related benefits, prospective managers need to know what the management task entails. 
The sections that follow introduce the basics of the management task through discussions of the 
roles and definitions of management, the management process as it pertains to management 
functions and organizational goal attainment, and the need to manage organizational resources 
effectively and efficiently.

Our society could neither exist as we know it today nor improve without a steady stream of 
managers to guide its organizations. Peter Drucker emphasized this point when he stated that 
effective management is probably the main resource of developed countries and the most 
needed resource of developing ones.4 In short, all societies desperately need good managers.

Management is important to society as a whole as well as vital to many individuals who 
earn their livings as managers. Government statistics show that management positions have 
increased from approximately 10 to 18 percent of all jobs since 1950. Managers come from vary-
ing backgrounds and have diverse educational specialties. Many people who originally train to 
be accountants, teachers, financiers, or even writers eventually make their livelihoods as man-
agers. Although in the short term, the demand for managers varies somewhat, in the long term, 
managerial positions can yield high salaries, status, interesting work, personal growth, and feel-
ings of accomplishment.

The Associated Press has recently ranked total compensation paid to top managers in the 
United States. Based on the 2016 ranking, Table 1.1 shows the names of the 10 most highly paid 
chief executives, the company they worked for, and how much they earned.

An inspection of the list of highest-paid executives in Table 1.1 reveals that the overwhelm-
ing majority of the top-paid executives are men. Based on the results of a recent survey at the 
Wall Street Journal, Figure 1.1 illustrates a broad salary gap between men and women. Whereas 
women and men make up roughly the same proportion of the workforce, men hold a dispro-
portionate number of higher-paying jobs according to the figure.

In addition, a notable study by the American Association of University Women indicated 
that the discrepancy between the pay of men versus the pay of women is a national phenomenon 

1-1	 An understanding of a 
manager’s task
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and is not isolated to a particular state or region.5 As a general trend, however, the gap has nar-
rowed since the 1970s due largely to women’s progress in education and workforce participation 
and to men’s wages rising at a slower rate.6

Concerns that certain managers are paid too much have been raised. For example, consider 
the notable criticism in recent years regarding the high salary paid to Robert R. Nardelli, former 
CEO of Home Depot.7 Disapproval of the excessive compensation paid to Nardelli surfaced in 
the popular press as well as in statements by stockholders. An article in the Wall Street Journal, for 
example, questioned whether Nardelli was worth the amount he received.8 Nardelli had been 
paid $63.5 million during a five-year period at Home Depot, while company shares lost 6 per-
cent of their value. In the end, as with any manager, Nardelli’s compensation should have been 
determined by how much value he added to the company. The more value he added, the more 
compensation he deserved. As a result of the growing criticism about Nardelli’s compensation 
and Nardelli’s resistance to modify his compensation level, he was fired.

Some evidence suggests that societal concern about management compensation goes well 
beyond one manager at one company.9 A recent Senate Commerce Committee meeting, for 
example, focused on trying to justify lavish pay programs for managers at companies such as 
Tyco International and American Airlines when the companies were in financial trouble and 
laying off employees. Senators seemed unified in questioning the logic that justifies the average 
CEO salary being more than 400 times higher than a production worker’s wages. This Senate 
Commerce Committee meeting should be an important signal that managers who do not exer-
cise judicious self-control about their salaries may face future legislative control.

TABLE 1.1  The 10 Highest-Compensated CEOs, 2016

Ranking CEO Name Company Name Paid ($ millions)

1 Dara Khosrowshahi Expedia 94.6

2 Leslie Moonves CBS 56.4

3 Philippe Dauman Viacom 54.1

4 Leonard Schleifer Regeneron Pharmaceuticals 47.5

5 Robert Iger Walt Disney 43.5

6 Sandeep Mathrani General Growth Properties 39.2

7 Brian Roberts Comcast 36.2

8 Marissa Mayer Yahoo 36

9 David Cote Honeywell International 33.8

10 Marc Benioff Salesforce.com 33.4

Source: “Top 10 Highest-Paid CEOs,” The Associated Press, May 25, 2016.
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The Role of Management
Essentially, the role of managers is to guide organizations 
toward goal accomplishment. All organizations exist for certain 
purposes or goals, and managers are responsible for combining 
and using organizational resources to ensure that their organi-
zations achieve their purposes. Management moves an organi-
zation toward its purposes or goals by assigning activities for 
organization members to perform. If the activities are designed 
effectively, the production of each individual worker will con-
tribute to the attainment of organizational goals. Management 
strives to encourage individual activity that will lead to reaching 
organizational goals and to discourage individual activity that 
will hinder the accomplishment of those goals. Because the pro-
cess of management emphasizes the achievement of goals, 
managers must keep organizational goals in mind at all times.10

Defining Management
Students of management should be aware that the term management can be (and often is) used in 
different ways. For instance, it can refer simply to the process that managers follow in order to 
accomplish organizational goals. It can also refer to a body of knowledge; in this context, man-
agement is a cumulative body of information that furnishes insights on how to manage. The 
term management can also refer to the individuals who guide and direct organizations or to a 
career devoted to the task of guiding and directing organizations. An understanding of the vari-
ous uses and related definitions of the term will help you avoid miscommunication during 
management-related discussions.

As used most commonly in this text, management is the process of reaching organizational 
goals by working with and through people and other organizational resources. A comparison of 
this definition with the definitions offered by several contemporary management thinkers indi-
cates broad agreement that management encompasses the following three main characteristics:

1.	 It is a process or series of continuing and related activities.
2.	 It involves and concentrates on reaching organizational goals.
3.	 It reaches these goals by working with and through people and other organizational resources.

A discussion of each of these characteristics follows.

The Management Process: Management Functions
The four basic management functions—activities that make up the management process—
are described in the following sections.

Planning  Planning involves choosing tasks that must be performed to attain organiza-
tional goals, outlining how the tasks must be performed, and indicating when they should be 
performed. Planning activity focuses on attaining goals. Through their plans, managers outline 
exactly what organizations must do to be successful. Planning is essential to getting the “right” 
things done.11 Planning is concerned with organizational success in the near future (short term) 
as well as in the more distant future (long term).12

Organizing  Organizing can be thought of as assigning the tasks developed under the 
planning function to various individuals or groups within the organization. Thus, organizing 
creates a mechanism to put plans into action. People within the organization are given work 
assignments that contribute to the company’s goals. Tasks are organized so that the output of 
individuals contributes to the success of departments, which in turn contributes to the success 
of divisions, which ultimately contributes to the success of the organization. Organizing 
includes determining tasks and groupings of work.13 Organizing should not be rigid; it should 
be adaptable and flexible to meet challenges as circumstances change.14

This manager works with people and 
other resources to achieve the 
organization’s goals.
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Influencing  Influencing is another of the basic functions within the management pro-
cess. This function—also commonly referred to as motivating, leading, directing, or actuating—is 
concerned primarily with the people within organizations.15 Influencing can be defined as guid-
ing the activities of organization members in appropriate directions. An appropriate direction is 
any direction that helps the organization move toward goal attainment. The ultimate purpose of 
influencing is to increase productivity. Human-oriented work situations usually generate higher 
levels of production over the long term than do task-oriented work situations because people 
find the latter type less satisfying.

Controlling  Controlling is the management function through which managers:

1.	 Gather information that measures recent performance within the organization.
2.	 Compare present performance to preestablished performance standards.
3.	 From this comparison, determine whether the organization should be modified to meet 

preestablished standards.

Controlling is an ongoing process. Managers continually gather information, make their 
comparisons, and then try to find new ways of improving production through organizational 
modification.

History shows that managers commonly make mistakes when planning, organizing, influ-
encing, and controlling. Figure 1.2 shows a number of such mistakes managers make related to 
each function. Studying this text carefully should help managers avoid making such mistakes.

Planning
Not establishing objectives for all important organizational areas
Making plans that are too risky
Not exploring enough viable alternatives for reaching objectives

Organizing
Not establishing departments appropriately
Not emphasizing coordination of organization members
Establishing inappropriate spans of management

Influencing
Not taking the time to communicate properly with organization members
Establishing improper communication networks
Being a manager but not a leader

Controlling
Not monitoring progress in carrying out plans
Not establishing appropriate performance standards
Not measuring performance to see where improvements might be made

Figure 1.2
Classic mistakes commonly 
made by managers in carrying 
out various management 
functions

Management Process and Organizational Resources
Although we have discussed the four functions of management individually, planning, organiz-
ing, influencing, and controlling are integrally related and therefore cannot be separated in prac-
tice. Figure 1.3 illustrates this interrelationship and also indicates that managers use these 
activities solely for reaching organizational goals. Basically, these functions are interrelated 
because the performance of one depends on the performance of the others. For example, organiz-
ing is based on well-thought-out plans developed during the planning process, and influencing 
systems must be tailored to reflect both these plans and the organizational design used to imple-
ment them. The fourth function, controlling, involves possible modifications to existing plans, 
organizational structure, or the motivation system used to develop a more successful effort.

To be effective, a manager must understand how the four management functions are practiced, 
not simply how they are defined and related. Thomas J. Peters and Robert H. Waterman, Jr., studied 

1-2	 Knowledge about the 
management process and 
organizational resources
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numerous organizations—including Frito-Lay and Maytag—for several years to determine what 
management characteristics best describe excellently run companies. In their book In Search of Excel-
lence, Peters and Waterman suggest that planning, organizing, influencing, and controlling should 
be characterized by a bias for action; a closeness to the customer; autonomy and entrepreneurship; 
productivity through people; a hands-on, value-driven orientation; “sticking to the knitting”; a 
simple organizational form with a lean staff; and simultaneous loose–tight properties.

This brief introduction to the four management functions will be developed further in Parts 3  
through 6 of this text.

Management and Organizational Resources
Management must always be aware of the status and use of organizational resources. These 
resources, composed of all assets available for activation during the production process, are of 
four basic types:

1.	 Human
2.	 Monetary
3.	 Raw materials
4.	 Capital

As Figure 1.4 shows, organizational resources are combined, used, and transformed into 
finished products during the production process.

Human resources are the people who work for an organization. The skills they possess and 
their knowledge of the work system are invaluable to managers. Monetary resources are the 

Organizational
Goals

Planning

Organizing

In�uencing Controlling

Figure 1.3
Relationships among the four 
functions of management used 
to attain organizational goals

Michael Hoffman Achieves User Satisfaction at New York Passport Agency
Hoffman uses the resources under his control. He 

organizes waiting rooms and plans the flow of clients 
for maximum efficiency. He must use the State Depart-
ment’s software but has discretion to promote and dis-
cipline agents according to their performance. Strong 
leadership builds dedicated staff members who are 
committed to helping clients, even working in 
unheated offices after Hurricane Sandy in 2012. Hoff-
man’s goal-oriented management has helped create an 
agency that scores 4.5 out of 5 stars on the Yelp con-
sumer ratings website, far ahead of other government 
agencies.16

To see how managers can contribute to attaining 
goals, consider Michael Hoffman, who works for 

the State Department as regional director of the  
New York Passport Agency. The busy facility he directs, 
on Hudson Street in New York City, is one of only 
17 where people may pick up their passports if they 
are traveling within 14 days. Therefore, many clients 
are under stress; perhaps an emergency came up 
overseas, or they discovered at the airport that the 
passport had expired. Hoffman’s goal is to serve cli-
ents efficiently, fulfilling their requests to the extent 
allowed.

P R A C T I C A L  C H A L L E N G E :  AT TA I N I N G  G O A L S 
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amounts of money that managers use to purchase goods and services for the organization. Raw 
materials are the ingredients used directly in the manufacturing of products. For example, rubber is 
a raw material that Goodyear would purchase with its monetary resources and use directly in manu-
facturing tires. Capital resources are the machines used during the manufacturing process. Modern 
machines, or equipment, can be a major factor in maintaining desired production levels. Worn-out 
or antiquated machinery can make it impossible for an organization to keep pace with competitors.

Managerial Effectiveness  As managers use their resources, they must strive to be 
both effective and efficient. Managerial effectiveness refers to management’s use of organiza-
tional resources in meeting organizational goals. If organizations are using their resources to 
attain their goals, the managers are declared effective. In reality, however, managerial effective-
ness can be measured by degrees. The closer an organization comes to achieving its goals, the 
more effective its managers are considered. Thus, managerial effectiveness exists on a contin-
uum ranging from ineffective to effective.

Managerial Efficiency  Managerial efficiency is the proportion of total organiza-
tional resources that contribute to productivity during the manufacturing process.17 The higher 
this proportion, the more efficient is the manager. The more resources wasted or unused during 
the production process, the more inefficient is the manager. In this situation, organizational 
resources refer not only to raw materials that are used in manufacturing goods or services but also 
to related human effort.18 Like management effectiveness, management efficiency is best 
described as being on a continuum ranging from inefficient to efficient. Inefficient means that a 
small proportion of total resources contributes to productivity during the manufacturing pro-
cess; efficient means that a large proportion of resources contributes to productivity.

As Figure 1.5 shows, the concepts of managerial effectiveness and efficiency are obviously 
related. A manager could be relatively ineffective—with the consequence that the organization 
is making little progress toward goal attainment—primarily because of major inefficiencies or 
poor utilization of resources during the production process. In contrast, a manager could be 
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somewhat effective despite being inefficient if demand for the finished goods is so high that the 
manager can get an extremely high price per unit sold and thus absorb inefficiency costs. Thus, 
a manager can be effective without being efficient, and vice versa. To maximize organizational 
success, however, both effectiveness and efficiency are essential.

MyLab Management Watch It
If your instructor has assigned this activity, go to www.pearson.com/mylab/management 
to complete the video exercise.

As an example of achieving efficiency and effectiveness, consider Telstra Corporation, Aus-
tralia’s largest telecommunication company. Like its counterparts the world over, Telstra faces 
the challenges of a changing industry in which mobile phones are fast becoming more popular 
than the landline business on which Telstra built its fortunes. To survive, Telstra is scrambling to 
create a nimble management team and prune the bureaucracy that slows down decision making 
and internal operations. In a recent reorganization of his executive team, Telstra CEO David 
Thodey created four groups—customer sales and support, product and marketing innovation, 
operations, and corporate support—all focused on effectiveness: getting more competitive 
while also attracting and retaining customers.19

The Universality of Management
Management principles are universal: That is, they apply to all types of organizations (busi-
nesses, churches, sororities, athletic teams, hospitals, etc.) and organizational levels.20 Naturally, 
managers’ jobs vary somewhat from one type of organization to another because each organi-
zational type requires the use of specialized knowledge, exists in unique working and political 
environments, and uses different technology. However, job similarities are found across organi-
zations because the basic management activities—planning, organizing, influencing, and con-
trolling—are common to all organizations.

The Theory of Characteristics  Henri Fayol, one of the earliest management writ-
ers, stated that all managers should possess certain characteristics, such as positive physical and 
mental qualities and special knowledge related to the specific operation.21 B. C. Forbes empha-
sized the importance of certain, more personal qualities, inferring that enthusiasm, earnestness 
of purpose, confidence, and faith in their own worthiness are primary characteristics of success-
ful managers. Forbes described Henry Ford as follows:

A Forbes article described the characteristics of a successful business leader by describing 
Henry Ford. According to the article, every successful business starts with an individual like 
Ford who is enthusiastic, believes in the organization’s purpose, is self-confident, and 
believes in the high value of what the organization aims to accomplish. Like any business 
leader, Henry Ford certainly faced many difficulties and high challenges in building the 
Ford Motor Company. It can be argued that only Henry Ford’s enthusiastic and continued 
support of his company saved both him and his company from certain failure.22

Fayol and Forbes can describe desirable characteristics of successful managers only because 
of the universality concept: The basic ingredients of successful management are applicable to all 
organizations.

Management Skill: The Key to Management Success
Thus far, the introduction to the study of management has focused on discussing concepts such 
as the importance of management, the task of management, and the universality of manage-
ment. This section continues the introduction to management by defining management skill 
and presenting both classic and more contemporary views of management skills thought to 
ensure management success.

1-3	 An understanding of 
management skill as the 
key to management success
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