B

Lri i F
TRy
oA

NOW WITH MINDTAP

From Cengage

i~

>
T
O
—
>
“
s

4LTR
PRESS




www.cengagebrain.com

BACK
BOOK

Our research never ends. Continual feedback from you ensures
that we keep up with your changing needs.

PRESS //

‘4

FEED-

-
L4

"¢ CENGAGE



i
§
ﬂ

MGMT"

CHUCK WILLIAMS

Butler University

» CENGAGE

Riietralias « Bravil « Maviera « Singdanara « |lairtad Einodam s [ Inited Starae



. &

4
1w

CENGAGE

MGMT 11e

Chuck Williams

Senior Vice President, Higher Ed Product,
Content, and Market Development: Erin Joyner
Product Director: Bryan Gambrel
Content/Media Developer: Patricia Hempel
Product Assistant: Rhett Ransom

Marketing Manager: Charisse Darin

Senior Content Project Manager: Martha Conway
Senior Art Director: Bethany Bourgeois

Text Designer: Tippy Mcintosh

Cover Designer: Lisa Kuhn, Curio Press, LLC/
Chris Miller, Cmiller Design

Cover Image: Hilvaria Images / Alamy Stock Photo

Internal Design Images: Checkmark, Zorana
Matijasevic/Shutterstock.com

Intellectual Property Analyst: Diane Garrity

Intellectual Property Project Manager: Sarah
Shainwald

Production Service: MPS Limited

Printed in the United States of America

Print Number; 01

Print Year: 2018

© 2019, 2018 Cengage Learning, Inc.
Unless otherwise noted, all content is © Cengage.

ALL RIGHTS RESERVED. No part of this work covered by the copyright herein
may be reproduced or distributed in any form or by any means, except as
permitted by U.S. copyright law, without the prior written permission of the
copyright owner.

For product information and technology assistance, contact us at
Cengage Customer & Sales Support, 1-800-354-9706 or
support.cengage.com.

For permission to use material from this text or product,
submit all requests online at www.cengage.com/permissions.

Library of Congress Control Number: 2017954065

Student Edition ISBN: 978-1-337-40747-2
Student Edition with MindTap ISBN: 578-1-337-40746-5

Cengage
20 Channel Center Street

Boston, MA 02210
USA

Cengage is a leading provider of customized learning solutions with
employees residing in nearly 40 different countries and sales in more
than 125 countries around the world. Find your local representative at
www.cengage.com.

!'-:'EI'IE-EIEE pr-:-du-:ts dre I"EPI’E‘SEI'IIEd in Canada l:ljf
Nelson Education, Ltd.

To learn more about Cengage platforms and services, visit www.cengage.com.

To register or access your online learning solution or purchase materials for
your course, visit www.cengagebrain.com.



CHUCK WILLIAMS

MGMT™ ==

PART 1 INTRODUCTION TO MANAGEMENT

1 Management 2

2 The History of Management 22
3 Organizational Environments and Cultures 44
4 Ethics and Social Responsibility 68

PART 2 PLANNING

9 Planning and Decision Making 90
& Organizational Strategy 112

7 Innovation and Change 136

8 Global Management 158

PART 3 ORGANIZING

9 Designing Adaptive Organizations 184
10 Managing Teams 206
11 Managing Human Resource Systems 226

12 Managing Individuals and a Diverse Workforce 258

PART 4 LEADING

13 Motivation 282
14 Leadership 306
15 Managing Communication 330

PART5 CONTROLLING

16 Control 352
17 Managing Information 372
18 Managing Service and Manufacturing Operations 396

Endnotes 419
Index 455

Hilvaria Images / Alamy Stock Photo

BRIEF CONTENTS




Contents

Part 1

Introduction to
Managment

1 Management 2

1-1 Managementls ... 2

1-2 Management Functions 4

1-3 Kinds of Managers 7

1-4 Managerial Roles 10

1-5 What Companies Look for in Managers 14
1-6 Mistakes Managers Make 16

1-7 The Transition to Management: The First Year
1-8 Competitive Advantage through People 19

2 The History
of Management 22

2-1 The Origins of Management 22
2-2 Scientific Management 25

2-3 Bureaucratic and Administrative
Management 30

2-4 Human Relations Management 35

2-5 Operations, Information, Systems, and
Contingency Management 38

CONTENTS

17

4-1
4-2

4-3
4-4
4-5
4-6
4-7
4-8

Organizational Environments
and Cultures 44

Changing Environments 44

General Environment 48

Specific Environment 53

Making Sense of Changing Environments 58

Organizational Cultures: Creation, Success,
and Change 61

Ethics and Social
Responsibility 68
Workplace Deviance 68

U.S. Sentencing Commission Guidelines for
Organizations 72

Influences on Ethical Decision Making 74

Practical Steps to Ethical Decision Making 78

To Whom Are Organizations Socially Responsible? 82
For What Are Organizations Socially Responsible? 85
Responses to Demands for Social Responsibility 87

Social Responsibility and Economic Performance 88

Part 2

Planning

? ‘ '_
&

-
i
&

Paul BradburyGetly Images



7-1
7-2
7-3
7-4

8-1

8-2
8-3
8-4
8-5
8-6

Planning and Decision
Making 90

Benefits and Pitfalls of Planning 90

How to Make a Plan That Works 93

Planning from Top to Bottom 97

Steps and Limits to Rational Decision Making 102
Using Groups to Improve Decision Making 106

Organizational Strategy 112

Sustainable Competitive Advantage 112
Strategy-Making Process 116
Corporate-Level Strategies 121
Industry-Level Strategies 127
Firm-Level Strategies 131

Innovation and Change 136

Why Innovation Matters 136

Managing Innovation 143

Organizational Decline: The Risk of Not Changing 149
Managing Change 150

Global Management 158

Global Business, Trade Rules, and Trade
Agreements 158

Consistency or Adaptation? 167

Forms for Global Business 168

Finding the Best Business Climate 172
Becoming Aware of Cultural Differences 178
Preparing for an International Assignment 180

Part 3

Organizing

ARRRRRARRAR
ARRRRRRARRANR

J

9-1

9-3
9-4
9-5

10

10-1
10-2
10-3
10-4

1

11-1
11-2
11-3
11-4

|

Designing Adaptive
Organizations 184
Departmentalization 184
Organizational Authority 193

Job Design 196
Intraorganizational Processes 199

Interorganizational Processes 203

Managing Teams 206

The Good and Bad of Using Teams 206
Kinds of Teams 211
Work Team Characteristics 215

Enhancing Work Team Effectiveness 221

Managing Human Resource
Systems 226

Employment Legislation 226
Recruiting 231
Selection 235
Training 243

CONTENTS

;nbme."sllutm':ﬁn tk com

] (S




Vi

11-5
11-6

12

12-1
12-2
12-3
12-4

Performance Appraisal 246
Compensation and Employee Separation 250

Managing Individuals and a

Diverse Workforce 258
Diversity: Differences That Matter 258
Surface-Level Diversity 263

Deep-Level Diversity 271

Managing Diversity 273

Part 4
Leading

13 Motivation 282

13-1 Basics of Motivation 282
13-2 Equity Theory 288

13-3 Expectancy Theory 293
13-4 Reinforcement Theory 296
13-5 Goal-5etting Theory 302

13-6 Motivating with the Integrated Model 304

14 Leadership 306
14-1
14-2
14-3

Leaders versus Managers 306
Who Leaders Are and What Leaders Do 308

Putting Leaders in the Right Situation: Fiedler's
Contingency Theory 313

14-4 Adapting Leader Behavior: Hersey and Blanchard's

Situational Leadership® Theory 316

CONTENTS

14-5 Adapting Leader Behavior: Path-Goal Theory 318

14-6 Adapting Leader Behavior: Normative Decision
Theory 322

14-7 Visionary Leadership 324

15 Managing Communication
330

15-1 Perception and Communication Problems 330
15-2 Kinds of Communication 335

15-3 Managing One-on-One Communication 342

15-4 Managing Organization-Wide Communication 347

Part5

1E Control 352

16-1 The Control Process 352
16-2 Control Methods 358
16-3 What to Control? 362

I

17-1
17-2

Managing Information 372

Strategic Importance of Information 372

Characteristics and Costs of Useful
Information 377

17-3 Capturing, Processing, and Protecting

Information 381

17-4 Accessing and Sharing Information and

Knowledge 390



18-3 Service Operations 406
18 Managing Service and 18-4 Manufacturing Operations 409
Manufacturing OpEI‘HtiﬂHS 18-5 Inventory 412
396
18-1 Productivity 396 Endnotes 419
18-2 Quality 401 Index 455

CONTENTS VI



Z

LEARNING OUTCOMES

0 Describe what management is.

@ Explain the four functions of management.
@ Describe different kinds of managers.

@ Explain the major roles and subroles that managers perform in their jobs.

@ Explain what companies look for in managers.

@ Discuss the top mistakes that managers make in their jobs.

@ Describe the transition that employees go through when they are promoted to management.

1-1

| Management

@ Explain how and why companies can create competitive advantage through people.

After you finish
this chapter, go
to PAGE 21 for

STUDY TOOLS

Management issues are fundamental to any organization: How do

we plan to get things done, organize the company to be efficient

and effective, lead and motivate employees, and put controls in

place to make sure our plans are followed and our goals met? Good
management 1s basic to starting a business, growing a business, and
maintaining a business after it has achieved some measure of success.

To understand how important good management is,
think about this. Sears, ome of the oldest retailers in the
United States, has lost $10.45 hillion since 2011, Recent
results are Just as bad. Sears lost $1.1 billion in 2015 and
closed 362 stores. In 2016, it lost $2.23 billion and closed
200 stores, In 2017, it plans to close another 250 stores,’
Without the $10.4 billion it raised from selling Lands End
clothing, Sears Hometown and Outlet Stores, 327 profit-
able Sears stores and its Craftsman tool brand (to Stanley
Black & Decker), Sears would be filing for bankruptey.

PART ONE

Robert Futterman, CEO of RKF, a retail leasing and con-
sulting company, said, “Retailers invest in their best stores
and refurbish them, they don't sell them.™

Ah, bad managers and bad management. Is it any
wonder that companies pay management consultants
nearly $210 billion a vear for advice on basic management
issues such as how to outpertorm competitors to eamn
customers” business, lead people effectively, organize the
company efficiently, and manage large-scale projects and
processes? This textbook will help you understand some




of the basic issnes that management consultants help com-
panics resolve. (And it won't cost vou hillions of dollars.|
Many ol todays managers got their start welding on

the factory Hoor, clearing dishes ofl tables, helping custom-

ers fit a suit, or wiping up a spill in aisle 3. Similarly, lots of

Vol will start at the bottom and work VO way up. Theres
no better way to get to know your competition, your cus-
tomners, .':Il]l] :'u"'[]lll' I]‘llf"i-i'l]t‘ﬁf‘i- Hllt "n-’l.']ll:"t]!ll"l' :lr"l'..:lll Ilf'gi]l :'!.'{]'"1'
career at T.l]t" f:"“[l‘}' ll‘."'l.'{'.‘l (O s 2l f'il.ll]t"l‘\:ll:':'llf, }"UIII' j“l] L
manager is not to do the work but to help others do theirs.
Management is getting work done through others.

Vineet Nayar, CEO of IT services company HCL
Technologies, doesn’t see himself as the guy who has to
do evervthing or have all the answers. Instead, he sees
himself as “the guy who is obsessed with enabling employ-
ees to ereate value.” Rather than coming up with solutions
himself, Nayar creates opportunities for collaboration, for
peer review, and for emplovees to give teedback on ideas
and work processes. Says Nayar, "My job is to make sure
l-'\'{-‘l'}'lll}t!.}' is enabled to do what t]‘.ll-':n. do well.™

Nayar's description of managerial responsibilities sug-
gests that managers also have to be concerned with effi-
ciency and effectiveness in the work process. Efficiency

Sears is so cash strapped that it has sacrificed
future earnings for short-term needs by selling
hundreds of profitable stores.

is getting work done with
a minimum of ettort, ex-
pense, or waste. At aircraft
manufacturer Airbus, lasers
help workers join massive

fuselage pieces  together

Management getting work done

through others

Efficiency getting work done
with a minimum of effort, expense,

or waste

CHAPTER 1

Management

Ken Waollar/Shutterstock, com



30 percent faster (and 40 percent cheaper). Similarly,
rather than rﬂar_'hiug up for hours to assemble and install
{I\"Er]]t"a[l lllﬁ;ﬂgﬁ' I.J'i.ll."i.. \t’m‘l-:t.'l‘!-i Ty H..‘i.‘H.T‘II'III:]I[".' I.}l[‘""il':' lmt."ﬁ-
at waist-high benches and then bolt them to the plane’s
ceiling. Besides being easier for workers, this process is 30
percent faster. When testing a plane’s electrical circuitry,
engineers previously used probes to validate electrical con-
nections, hand recording the results of 35,000 such tests
on each plane’s paper blueprints. Today, wireless probes
paired to computer tablets test each connection, antomati-
cally recording the results onto the planes digital blue-
prints. Fiml”}', .'t‘.l}-‘ using a massive in|-:—j1=t printer, Airbus
has cut the time it takes to paint airline logos on plane tail
fins from 170 to 17 hours.”

EmL’i['."]lL’:r' H][II][‘?.. h"W["'"I-'El’., i."i not Elll.ll]gl] Lo ensure
success. Managers must also strive for effectiveness,
which is accomplishing tasks that help fulfill organiza-
tional objectives such as customer service and satisfac-
tion. Spectrum (formerly Time Warner Cable) recently
reduced its eight-hour service-call window to just one
hour by outfitting technicians with iPads that geolocate
the nearest customer needing service, Company spokes-
man Bobby Amirshahi said, “We know when a tech is fin-
ishing up at one home, the one-hour window somewhere
near them is starting to open for another customer, so we
can [l}nmni{:al]}' diapatt:ll that technician to the next juh .
The focus on improving customer service is paying ofl.
Today, technicians arrive within the set one-hour window
98 percent of the time. A special app provides customers
with the technicians arrival time, name, identification
number, and photo. Thanks to improvements in com-
pany reliability, repair-related visits dropped by 15 per-
cent and the number of pay-TV subscribers increased.”

) MANAGEMENT
FUNCTIONS

Henri Fayol, who was a managing director (CEO)
of a large steel company in the early 1900s, was one
of the founders of the field of management. You'll
learn  more about Favol and managements other
key contributors when you read about the history
of management in {I}upter 2. Based on his 20 VEArs

of experience as a CEO, Fayol argued that “the success of

an enterprise generally depends much more on the admin-
istrative ability of its leaders

During a two-vear study code-named Project Oxvgen,
Google analyzed performance reviews and feedback sur-
veys to identify the traits of its best managers. According to
Laszlo Bock, Google's vice president for people operations,
“We'd always believed that to be a manager, particularly on
the engineering side, vou need to be as deep or deeper a
technical expert than the people who work for you. It turns
out that that’s absolutely the least important thing.” What
wias most ilIll’J{lt‘t.':I.'[]t? “Bea gmul coach.” “Empower; Don't
micromanage.” “Be product and results-oriented.” “Be a
good communicator and listen to your team.” “Be inter-
ested in [your| direct reports” success and well-being.” In
short, Google found what Fayol observed: administrative
ability, or management, is key to an organization’s success.”

According to Fayol, managers need to perform five
managerial functions in order to be successful: planning,
organizing, coordinating, commanding, and controlling, "
Most management textbooks tmlu}-' have np(]utﬁ] this list
by dropping the coordinating function and referring to
Fayols commanding function as “leading.” Fayols man-
agement functions are thus known tm]a}? in this ll[J-L].::lt[—‘[l
form as Illauuﬂng, organizing, leatliug, and L*t:rlltmﬂi_ug.
Studies indicate that managers who perform these man-
agement functions well are more successtul, gaining pro-
motions for themselves and profits for their companies.
For example, the more time CEOs spend planning, the
more profitable their companies are.'' A 25-vear study at
AT&T found that employees with better planning and de-
cision-making skills were more likely to be promoted into
management jnh.*.', to be successful as managers, and to be
promoted into upper levels of management.™

The evidence is clear. Managers serve their compa-
lliﬂ!’i ‘h‘kﬂll “’hﬂ“ th{"}' :I:'.'!li:'i.l]1 {)rg'd]']i?_.ﬂ.. Il""-:l[]_, 'dl.'ll'.l f_"l'}l'lt]'['.il. 5{}
we've nrguuized this textbook based on these functions
of management, as shown in Exhibit 1.1.

Now let's take a closer look at each of the management
functions: 1-2a planning, 1-2b organizing, 1-2c leading,
and 1-2d controlling.

12a Planning

Planning involves determining organizational goals and
a means for achieving them. As you'll learn in Chapter 5,
planning is one of the best ways to improve performance. It
encourages people to work harder, to work for extended pe-
rindls, to engage in behaviors directly related to goal accom-
plishment, and to think of better ways to do their jobs. But
most importantly, companies that plan have larger profits

Effectiveness accomplishing
tasks that help fulfill organizational
objectives

than on their technical abil-
ity."® A century later; Fayols
arguments still hold true.

and faster gnmﬂl than L'mnpmﬁes that don't pl;m.
For L*xaunplu, the question “What business are we
in?" is at the heart of strategic planning. You'll learn about

4 PART ONE



Exhibit 1.1
The Four Functions of Management

Organizing

Controlling

Leading

this in Chapter 6. If you can answer the
(uestion “What business are vou int” in
two sentences or fewer, chances are you
have a very clear plan for your business.
But getting a clear plan is not so easy. As
the manufacturer of backpacks for indus-
try leading brands like JanSport, North
Face, Timberland, and Eastpak, VF
Corporation dominates the $2.7 billion
backpack business. The increasing digi-
talization of textbooks and other documents
has led VF to reassess how customers use its
backpacks. According to JanSport director of re-
search and Ll{-!-'.igu Eric Rothenhaus, “We realized
we needed to forget E*"L'i‘].‘}'lllillg we knew about the
category.... We started to ask: What are the things
we carry with us? How do we carry them? And how is
that changing? " VF studied college students, homeless
people, and extreme mountaineers, learning that they
had surprisingly similar requirements: water-resistance,
Hexibility, storage for electronics, and the ability to pack
and unpack several times a day. So rather than making
bags to carry things from point A to point B, VR's JanSport
backpacks are designed for people who move and work
in n‘m]tip]t- locations—classrooms, coffee ::hul}::. shared
office spaces, and beyond. “When you need to be on the
go,” Rothenhaus said, “you need a backpack.”"*

You'll learn more about planning in Chapter 5 on planning
and decision making, Chapter 6 on organizational strat-
eqy, Chapter 7 on innovation and change, and Chapter 8
on global management.

1-2b Organizing

Organizing is deciding where decisions will be made,
who will do what jobs and tasks, and who will work for
whom in the company. In other words, organizing is
about determining how things get done. In the retail
im]llﬁhj,', that usually means matching statling levels
to customer traffic, increasing stalfing when busy, and
then decreasing staffing when slow. Walmart recently
implemented software to match the schedules of its
2.2 million associates with the flows of its 260 million
weekly customers. While this dynamic, just-in-time
approach sounds like a great idea, it resulted in highly
fragmented schedules for thousands of store employ-
ees who could be sent home from work after just a
tew hours (due to unexpectedly slow customer trathic)
or called back unexpectedly (when customer traffic
increased). These unpredictable work schedules, which
effectively put many associates perpetually on call, pro-
duced backlash from emplovees, advocacy groups.
and unions alike. In response, Walmart reconlig-
%, ured its schedules using three types of shifts:
% open, fixed, and flex. Managers schedule open
shift emplovees during times that they previ-
ously indicated that they would be available
for. Fixed shifts, which are offered first to
long-time emplovees, guarantee the same

=

) 1
a
“

weekly hours for up to a vear. Finally, tlex
shifts let employees build their own schedules
in two- to three-week blocks, Walmart is also
i]ﬂ-‘f*[upiug an app that will allow employees
to view, upt]utt-_ and set their schedules us-
ing a smartphone. Walmart managers have
high hopes for the new shift structures,
which reduced absenteeism by 11 per-
cent and employee turnover by 14 per-
cent during a two-year test.”

You'll learn more about
organizing in Chapter 9 on
designing adaptive orga-
nizations, Chapter 10 on
managing teams, Chapter
11 on managing human re-
sources, and Chapter 12 on
managing individuals and a
diverse workforce.

Planning determining
organizational goals and a means for
achieving them

Organizing deciding where
decisions will be made, who will do
what jobs and tasks, and who will
work for whom

CHAPTER 1: Management 5



MANAGEMENT TIPS FROM THE PROS

The functions of planning, organizing, leading, and controlling
all seem straightforward enough, but how do managers do
all of them simultaneously? Today's managers
are busy; as you'll learn later in the chapter,
managers spend as little as two minutes on a
task before having to switch to another! Here
are some techniques seasoned managers use
to be more efficient and effective as they ex-
ecute on the four functions of management.

» Planning: Carlos Ghosn is CEO of two
automakers with headquarters halfway
around the world from each other: Nis-
san {in Japan) and Renault (in France),
He is also the chairman of a third—Av-
toVaz (in Russia). To balance all his re-
sponsibilities, he plans his schedule out
more than a year in advance,

» Organizing: One of the ways Adora
Cheung, CEO of Homejoy, stays organized

PepsiCo CEO Indra Nooyi.

is by crowdsourcing meeting agendas. She asks coworkers
to add agenda items to an online spreadsheet, and then
during the meeting, covers only the topics
listed—no more.

» Leading: Indra Nooyi, CEQ of PepsiCo,
handwrites notes to roughly 200 of the
company’s top employees and even to
top recruits. She also sends notes to
the parents of her direct reports, thank-
ing thern for their child.

» Controlling: Birchbox CEO Katia Beau-
champ insists her coworkers give her a
deadline for every question they ask her,
no matter how simple. That way, she can
priaritize her responses and stay on track.

Source: J. MoGregor, "How 10 CECs Work Smarter,
Manrage Better, and Get Things Done Faster,” Washingion
Post, January 2, 2015, hitps//weaw washingtonpost.com
newsfon-leadership/wp/ 201 5/0102/Mow- 1 0-ceos-work
-smarter-manage-better-and-get-things-done

fasrers

iStock. com/EdStock

1-2c Leading

Our third management function, leading, involves in-
Spiring and motivating workers to work hard to achieve
organizational goals. Eileen Martinson, CEO of software
developer Sparta Systems, believes that it is important
for leaders to clearly communicate what an organization’s
goals are, She says, “A boss taught me a long time ago that
people are going to remember only two to three things.”
So at her first company-wide meeting, she communi-
cated just one goal—doubling revenues over the next
few vears.' Martinson says, “The employees completely
understand where we are going, and we've built a cul-
ture around that. If vou have to come in and show me 45
charts and go lln'mlgh alot of ||]Lu|t|:-uju|n|m that neither

of us understands, it's not going to work.”"”

You'll learn more about leading in Chapter 13 on motiva-
tion, Chapter 14 on leadership, and Chapter 15 on manag-
ing communication.

Leading inspiring and motivating
workers to work hard to achieve
organizational goals

Controlling monitoring progress
toward goal achievement and taking
corrective action when needed

B PART ONE

1-2d Controlling

The last function of man-
controlling,
15 monitoring progress to-

agement,

ward goal achievement and

taking corrective action when progress isn’t being made.
The basic control process involves setting standards to
achieve goals, comparing actual performance to those
standards, and then making changes to return perfor-
mance to those standards. When traveling, Indians are
much more likely to stav with friends or family than in
a hotel. In fact, there are just two hotel rooms for every
10, (0K l'.lt'lli'!]t“ in India I:::l:rltll‘mrt*d to 40 in China and 200
in the United States). Why is this? Analvst Chetan Ka-
poor says, “There are lots of hotels where customers go
in thinking, "Will there be rats in my room?”™"* Roughly 60
percent of those rooms are located in independent budget
hotels, which vary dramatically in guality. Oyo Rooms is
aiming to change that with its new hotel inspection ser-
vice. Oyo inspects hotels across 200 dimensions, including
linen quality, mattress comfort, cleanliness, shower water
temperature, and staft dppearance. Hotels agree to main-
tain those standards as a condition of staying in Oyo’s 175
city database. Ovo Rooms founder Ritesh Agarwal says
that inspections encourage hoteliers to make repairs and
upgrade facilities. As a result, he says, “When vou book a
room through Ovo, vou know exactly what yvou're going

4 18
to get.

You'll learn more about the control function in Chapter 16 on
control, Chapter 17 on managing information, and Chapter
18 on managing service and manufacturing operations.



® KINDS OF MANAGERS

E{ﬂ H.]l [ll'd[lugr:.'ri::ll jl.lh:i dare I’.Ill’:ﬂ Sl 1N1E. T]flﬂ' {lt"]llﬂlldﬂ ':I.[l".l
requirements placed on the CEO of Facebook are sig-
nificantly different from those placed on the manager of
vour local Chipotle restaurant.

As shown in Exhibit 1.2, there are four kinds of manag-
ers, each with different jobs and responsibilities: 1-3a top
managers, 1-3b middle managers, 1-3c first-line man-
agers, and 1-3d team leaders.

1-3a [op Managers

Top managers hold positions such as chief executive of-
ficer (CEO), chief operating officer (COO), chief finan-
cial ofticer (CFO), and chief information officer (CIO)
and are responsible for the overall direction of the organi-
zation. Top managers have three major responsibilities,”

First, thﬁ}' Are ]'EHP[HL‘G“]]E for creating a context for
change.

CEO Doug MeMillon explains why Walmart's
board of directors hired him, “The company
needs to go through quite a bit of change. So
don't just run it. Don't just main-
tain it. Get it prepared for the
future,™ And that future
is one in which Walmart’s
online sales ($13.7 billion
in 2016) parallel its sales in
its brick-and-mortar  stores.
MeMillon says, “lo do that, we
need to build a strong and Uﬂ['!ll:.i.l.'-]t'
E-COTNMeTce
to r:tn'ngtht'n what we're []ﬂing
in stores. Customers want to save
money and time and have the broad-
est assortment of items, and we think that by bringing
e-commerce and digital capabilities together with the stores,
we can do things that a pure e-commerce plaver can’t.”

Indeed, in both Europe and the United States,
35 percent of all CEOs are eventually tired because of

23

business—but  also

their inability to successfully change their companies.
Creating a context for i.'_‘]]::l.llg-t‘ includes Ihnning a ltmg—
range vision or mission for the company. When Satya
Nadella was appointed CEO of Microsoft, the com-
pany was perceived as a shortsighted, lumbering be-
hemoth. Nadella reoriented the company with a series
of acquisitions and innovations, including purchasing
Mojang, maker ol the Minecraft video game, and a
JD-hologram feature for controlling Windows. After

following Microsoft for years, one analyst noted about
Nadella’s new direction for the company, “Microsoft
hasn't really shown any sort of vision like this in a long,
long time.”™ As one CEO said, “The CEO has to think
about the future more than anyone.”™®
After that vision or mission is set, the second res-
ponsibility of top managers is to develop emplovees’
commitment to and ['Ii"n’l.-’l'lf'l"."i]lil'.l of the CcOmpany’s lwrﬁ‘.-r—
mance. That is, top managers are n—.‘:-;pnn:-:ihlﬂ for creating
f:.'lllI]lﬂ-}t't‘ hu}-'—iu. Third, top managers must create a posi-
tive organizational culture through language and action,
actively managing internal communication. Top managers
impart company values, strategies, and lessons through
what they do and say to others both inside and outside the
company. Indeed, no matter what they communicate, it's
critical for them to send and reinforce clear, consistent
messages.”™ When Mark Fields became Ford Motor Com-
pany’s CEO, the clear, consistent message from his prede-
cessor, Alan Mulally, was “One Ford,” which was meant
to puﬂ together a fractionalized company characterized by
“infighting and fiefdom-building.”*” Said Mulally. “Our sin-
g]t_- most important strategy is to continue to integrate Ford
around the world.™ By contrast, Fields made clear that
the message under his leadership is “Two Fords.” One
Ford was “foundational,” but the company needs to
“evolve” to being an auto and mobility company.
Fields explains that total revenue from, “the
traditional automotive industry is around
$2.3 trillion today and grow-
ing; Fi ird, he says, gets about
6 percent of this. Fields notes
that, “transportation products
and services revenue is lec—.'ad}-'
around $5.4 trillion | per }-Hur].
We and the traditional auto industry get
0 percent of this today. That's why being an auto and a
mobility company makes business sense [for Ford]."
Finally, top managers are responsible for monitor-
ing their business environments. This means that top
managers must closely monitor customer needs, com-
petitors” moves, and long-term business, economie, and
social trends,

1-3b Middle
Managers

Middle managers hold
positions such as plant man-
ager, regional manager, or
divisional manager. They
are responsible for setting
objectives consistent with

Top managers executives

of the organization

for setting objectives consistent

for planning and implementing

objectives

CHAPTER 1: Management

responsible for the overall direction

Middle managers responsible
with top management’s goals and

subunit strategies for achieving these
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Exhibit 1.2
What the Four Kinds of Managers Do

Jobs

Top Managers

CED CIo

Co0 Vice president
CFO Corporate heads

Middle Managers

General manager
Plant manager
Regional manager
Divisional manager

First-Line Managers

Office manager
Shift supervisor
DE!FL—!I’HT'IHI"I[ r'r'l.:’ll"l.-:'lgr:'ef

Team Leaders

Team leader
Teamn contact
Group facilitator

top management’s goals and for planning and imple-
menting subunit strategies for achieving those ob-
jectives.™ Or as one middle manager put it, a middle
manager is, “the implementer of the company’s strat-
egv’ who figures out the “how” to do the “what.""
Ryan Carson founded online learning company Tree-
house Island without managers because he believed
that his 100 employees could make decisions better
and faster by themselves. However, that decision was
severely tested when rapid growth resulted in 100,000
students enrolled in Treehouse Island’s online courses.
Employees, unsure of their responsibilities, became in-
creasingly frustrated as endless meetings never seemed

to result in meaningful action or decisions. Tasks and

PART ONE

Responsibilities

Change
Commitment
Culture

Ervironment

Resources

Objectives

Coordination

Subunit performance
Strateqy im D|En‘|EﬂEr3T.iDI"1

Nonmanagerial worker supervision
Teaching and training

Scheduling

Facilitation

Facilitation
External relationships
Internal relationships

projects that were necessary to keep up with demand
started to fall behind schedule. Carson fixed the situ-
ation by creating roles for middle managers. “That
[managerless] experiment broke,” said Carson. "1 just
had to admit it."*

One specific middle management responsibility
is to plan and allocate resources to meet objectives. A
second major responsibility is to coordinate and link
groups, departments, and divisions within a company.
One middle manager described his jnh as, “A man who
can discuss strategy with [the] CXO at breakfast and
[then] eat lunch with workers.™™
A third responsibility of middle management is to

monitor and manage the performance of the subunits

racorny shutterstock.com

michaelpung/ shutteratock com; PETES CLOS EfShut terstock, com; MangoMic/Shutterstock.com



and individual managers who report to them. Finally,
middle managers are also responsible for implement-
ing the changes or strategies generated by top manag-
ers. Whyv? Because thev're closer to the managers and
employees who work on a daily basis with suppliers to
effectively and efficiently deliver the company’s prod-
uct or service. In short, thev're closer to the people
\‘-’I'I['.Il Cdall !]f"ﬁt ﬁﬂI\T“ prnhlr‘ TS H'.I'I['I. ilﬂl’.‘ll[“l“i"nt ."i-ﬂ'l.llﬁ[ﬂ'l."i.
How il]"ll]ﬂ]'l::lllt dre Illi[l[“t' ]I]Hl]ﬂg{'.‘l'."i to L"[H'I'l[]::lll:h-" F!["'I'—
formance? A study of nearly 400 video-game com-
panies conducted at the University of Pennsylvania’s
Wharton School of Business found that middle man-
agers’ effectiveness accounted for 22 percent of the
differences in performance across companies. In fact,
middle managers were three times as important as the
video-game designers who develop game characters
and storylines. Professor Ethan Mollick, who con-
ducted the stmij.-', said that middle managers are the
kev to “making sure the people at the bottom and the
top [of the organization| are getting what they need.”
As for Treehouse Island, revenue is up, the number of
instructional videos has increased, and response times
to student questions have been cut in half. According
to teacher Craig Dennis, things are “light years better”
with middle managers in place.”

1-3c First-Line Managers

First-line managers hold positions such as office
manager, shift supervisor, or department manager. The
primary responsibility of first-line managers is to manage
the performance of entry-level employees who are di-
rectly responsible for producing a company’s goods and
services. Thus, iirst-line managers are the only managers
who don’t supervise other managers. The responsibilities
of lirst-line managers include monitoring, tem_'hin;._; and
short-term planning.

First-line managers encourage, monitor, and reward
the performance of their workers. First-line managers
are also responsible for teaching entry-level employees
how to do their jobs. They also make detailed sched-
ules and operating plans based on middle management’s
intermediate-range plans. In contrast to the long-term
plans of top managers (three to five years out) and the
intermediate plans of middle managers (six to eighteen
months out), first-line managers engage in plans and ac-
tions that typically produce results within two weeks.™
Consider the l}.-piua] convenience store manager {t‘.g.,
7-Eleven) who starts the day by driving past competi-
tors” stores to inspect their gasoline prices and then
checks the outside of his or her store for anything that
might need maintenance, such as burned-out lights or

wirg)gid/ 123IRF

signs, or r-:=5hx!|-:iug, such as windshield washer fluid and
paper towels, Then comes an inside check, where the
manag{‘r {lf‘!tf" rmines ‘I-'E'I'I.'.'I.t 'I]i'f'{"{'l."i- to h‘[“ [iﬂ'l'lf" f'{}r thdt (:Ll.}
(Are there trunu;;h donuts and colfee for breakfast or
Elll]ll:—_l;ll sandwiches for lunch?) After the i.lu:g.’ is lﬂ.‘ulm—.'tl,
the manager turns to weekend orders. After account-
ing for the weather (hot or cold) and the sales trends
at the same time last year, the manager makes sure the
store will have enough beer, soft drinks, and snack foods
on hand. Finally, the manager looks seven to ten days
ahead for hiring needs. Because ol strict hiring pro-
cedures (basic math tests, drug tests, and background
checks), it can take that long to hire new i‘lﬂpln}-'['.['.ﬂ.
Said one convenience store manager, "1 have to continu-

37

a_]]}-' interview, even if I am full}' staffed.

1-3d Team Leaders

TI.][': fi]ll[iil k]l.Il.l]. U.Ihllliﬂlilgl"'r 1s a team ]ﬂuf.].['.'r. Tl]i."'i I’l‘."l.llﬁ\'f.'l.}’
new kind of management job developed as companies
shifted to H[‘Tf:l]lilTlilgil]g teams, which, h}' definition, have
no formal supervisor. In traditional management hierar-
chies, first-line managers are responsible for the perfor-
mance of nonmanagerial emplovees and have the authority
to hire and fire workers, make job assignments, and con-
trol resources, In this new structure, the teams themselves
perform nearly all of the

. . First-line managers
functions  performed by ’

responsible for training and
supervising the performance of

first-line  managers under

traditional hierarchies.™
Team leaders are : :

primarily responsible for COMMERYS POGUICES o services

Fat{‘i]ituiing team activi- Team leaders managers

ties toward accomplish- responsible for facilitating
. al This d " team activities toward goal
ing a goal. This doesn amplich
mean team leaders are

CHAPTER 1: Management

nonmanagerial employees who are
directly responsible for producing the
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responsible for team performance. They aren’t. The
team is. So how do team leaders help their teams ac-
complish their goals? Avinoam Nowogrodski, CEO at
Clarizen, a software company, says, “Great leaders ask
the right questions. They recognize . . . that a team
is much better at figuring out the answers.”™ Team
leaders help their team members plan and schedule
work, learn to solve prnhlﬁms, and work t‘fT{*ﬂtiv{‘l}'
with each other. Management consultant Franklin
jmlath SAVS, “The idea is for the team leader to be
at the service of the group.” It should be clear that
the team members own the outcome. The leader is
there to bring intellectual, emotional, and spiritual re-
sources to the team. Through his or her actions, the
leader should be able to show the others how to think
about the work that they're doing in the context of
their lives. It's a tall order, but the best teams have
such leaders.®

Relationships among team members and between
different teams are crucial to good team performance
Hl]{l must I]{"' ‘l‘r’l‘.‘]l I'I]H]'l.l:lg[".‘[] I]}" tEEI]l] I[“.‘H(l[“.‘]'.'i., "ﬂr’lfl” dl'e
['E!-i[}l:]lliiil]]t‘ for ﬁ]ﬁterillg g«tmd rt‘luliml:-;llil'.l:i and ad-
dressing problematic ones within their teams. Getting
along with others is much more important in team
structures because team members can't get work done
without the help of teammates. Clarizen CEO Avinoam
Nowogrodski agrees, saving, “Innovation is created with
people who you respect. It will never happen in a group
of people who hate each other. It you want to have inno-
vation within VOUT Company, you need to have a culture
of respect.™ And, Nowogrodski adds, that starts with
the team leader. “If you respect other p[‘[}[}]{‘, tl‘lf‘}"n
respect }-wuu.’”‘1 In other words, team leaders need to
foster civil behavior based on [mlittm::i:é, respect, and
positive regard. For two decades, Professor Christine
Porath has studied the effects of workplace incivility.
She stress that leaders set the tone for their teams: “A
study of cross-functional product teams revealed that
when leaders treated members of their team well and
fairly, the team members were more productive indi-
vidually and as a team. They also were more likely to go
above and beyond their job requirements, It all starts
at the top. When leaders are civil, it increases perfor-
mance and creativity, allows for early mistake detection
and the initiative to take actions, and reduces emotional
exhaustion.”

Team leaders are also responsible for managing
external relationships. Team leaders act as the bridge
or liaison between their teams and other teams, depart-
ments, and divisions in a company. For example, if a
member of Team A complains about the guality of Team
Bs work, Team As leader is responsible for solving the

PART ONE

problem by initiating a meeting with Team B’s leader.
Together, these team leaders are responsible for getting
members of both teams to work together to solve the
problem. If it’s done right, the problem is solved without
involving company management or blaming members of
the other team. ™

In summary, because of these critical differences,
team leaders who don’t understand how their roles are
different from those of traditional managers often strug-

glﬂ in their juh:-;.

You will learn more about teams in Chapter 10.

& MANAGERIAL ROLES

hlﬂ]mlgh all four bypes of managers engage in p]anning,
organizing, lt:::uling, and Lﬂlltm]lillg, if}’(]l.‘l were to follow
them around during a typical day on the job, you would
probably not use these terms to describe what they
actually do. Rather, what you'd see are the various roles
managers play. Professor Henry Mintzberg followed five
American CEOs, shadowing each for a week and analyz-
ing their mail, their conversations, and their actions. He
concluded that managers fulfill three major roles while
performing their jobs—interpersonal, informational,
and decisional . *

In other words, managers talk to people, gather and
give information. and make decisions. Furthermore, as
shown in Exhibit 1.3, these three major roles can be sub-
divided into 10 subroles.

Let’s examine each major role—1-4a interpersonal roles,
1-4b informational roles, and 1-4¢ decisional roles—

and their 10 subroles.

1-4a Interpersonal Roles

More than anvthing else, management jobs are
[}['t]pll‘—illtl’l’lﬁiw“. When asked about her experience as
a first-time CEO, Kim Bowers, CEO of CST Brands,
said, “We have 12000 Pmp]n}rﬁﬁs. [So.] 1 FPEI‘I{l a lot
of time out in the field with them.”™ Estimates Vary
with the level of management, but most managers
spend between two-thirds and four-fifths of their time
in face-to-face communication with others.*” If vou're
a loner, or if you consider dealing with people a pain,
then you may not be cut out for management work.
In fulfilling the interpersonal role of management,
managers perform three subroles: figurehead, leader,
and liaison,



Exhibit 1.3
Mintzberg’'s Managerial Roles

Interpersonal Roles

* Figurehead
* |eader
* Liaison

-~ Informational Roles
+ Monitor

* Disseminator

* Spokesperson

Decisional Roles

* Entrepreneur

* Disturbance Handler
* Resource Allocator
* Negotiator

Source: Adapted from “The Manager's Job: Folklore and Fact” by Mintzberg,
H. Hanvard Business Reviewy, July-August 1975,

In the figurehead role, managers perform cer-
emonial duties such as greeting company visitors, speak-
ing at the opening of a new facility, or representing the
company at a community luncheon to support local char-
ities. When Fendi, the Italian tashion house, launched a
1[[-.3-‘.ign initiative to raise money for rhurit); CEO Pietro
Beccari hosted a gala at the company’s recently opened
i]:,lgﬁhip store in New York City.*

In the leader I'ﬂlE, managers motivate and encour-
age workers to utm&mpli:-.‘h nrgnuimlimml (]]]jt‘ﬂﬂ\’t!:i.
One way managers can act as leaders is to establish
challenging goals. Ken Switzer, CFO of Marcos Pizza,
a 1,000-store pizza franchiser, says, “Franchisee profit-
ability is what we call our WIG—our wildly important
goal. Some people call it their BHAG—the big hairy au-
dacious goal. It’s the thing that drives us."" The BHAG
for Marcos Pizza is growing franchisees’ store sales by
20 percent a year.

In the liaison role, managers deal with people
outsidle their units. Studies consistently indicate that
]llH.Ingl"['H HP[‘."]HI s ]llll‘.'_"]l til]l["‘ "ﬂr"ﬁ]:l Hl]tﬁi[l’l‘."f.‘i d% l]l["‘\ []”
with their own subordinates and their own bosses. For
example, CEOs olten sit on other companies” boards.
CEO Stephen Zarrilli, of Sateguard Scientifics, which
invests in high-growth health care and technology

firms, says, “When vyou sit on another company’s
board, you gain perspective—not only about the com-
pany and its industry—but, more importantly, about
other operating methodologies, governance, and view-
points that can be very beneficial when you bring them
bhack to vour HII]‘I['}LII'I}'.":'“ Indeed, companies in loww-
growth, highly competitive industries whose CEOs
sit on outside boards earn an average return on assets
15 percent llighﬂr than companies with CEOs who

don’t sit on outside boards!™

1-4b Informational Roles

Not only do managers spend most of their time in
face-to-face contact with others, they spend much of
it obtaining and sharing information. Mintzberg found
that the managers in his study spent 40 percent of
their time giving and getting information from others.
In this regard, management can be viewed as gather-
ing information by scanning the business environment
and liﬁt[—‘l]iﬂg to others in face-to-face conversations,
processing that information, and then :-:huriug it with
people both inside and outside the company. Mintzberg
described three informational subroles: monitor, dis-
seminator, and spokesperson.
In the monitor role,
environment  for
others for information, and, because of their per-
sonal contacts, receive a great deal of unsolicited
information, Besides receiving firsthand information,

managers scan their
information, activel}-' contact

managers monitor their environment by reading local
newspapers and the Wall Street jrmrrmf to 1{[-‘[-‘}1 track
of customers, {_*-:nnpﬁtitnrr;, and tﬁ:hu{llﬂgifa] L*haugﬂ
that may aflect their businesses. Tm]u}"r; managers can
subscribe to electronic monitoring and distribution
services that track the news wires (Associated Press,
Reuters, and so on) for stories and social media posts
related to their businesses. These services deliver cus-
tomized news that only

includes topics the manag- Figurehead role the

ers specity. Business Wire
(it tp:/fwww, businesswire
com) monitors and dis-
tributes dailv news head-
lines from major industries
(for t‘xumple automotive,
banking and financial,
health, high tech).”® Glean
(http://www.glean.info)
does real-time monitor-
ing of Twitter, Facebook,
LinkedIn, and Instagram

interpersonal role managers play

when they perform ceremonial duties

Leader role theinterpersonal
role managers play when they
motivate and encourage workers to

accomplish organizational objectives

Liaison role the interpersonal
role managers play when they deal
with people outside their units

Monitor role the informational
role managers play when they scan
their environment for information

CHAPTER 1: Management 11



Companies Must Improve at Spotting

Management Talent

f you work in a large organization, getting anointed as a HIPO
(high potential) is a mark of early success, as it indicates a
strong belief in your management potential. Typically, HIPOs

are thought to be in top 5 percent of those with management
potential. However, follow-up research of 1,964 HIPOs from
three organizations indicated that 12 percent were in the bot-
tom guarter and that 42 percent overall were below average in
management potentiall What went wrong?

While these non-HIPOs had technical and professional exper-
tise, took initiative and produced results, honored their commit-
ments, and fit their organizations' cultures, they weren't strategic
and had difficulty motivating others. Were they bad employees?
Mo, they were great individual contributors. But, they weren't well
suited for management. And putting them in managerial roles not
only hurt them, it hurt employees and the company.

Source: . Zenger & J. Folkman, *Companies Are Bal at Identilying High-Potential Employess,” Harvard Business Review, February 20, 2017, accessed March 9, 2017, hitpsy/fhb
org/20 703/ companies-are-bad-at-idenrifying-high-patential-amployses,

4

[ceds, as well as 60,000 global news outlets in 230 lan- ‘ critical infonnation. In the disseminator role, mun-

ouages in 191 countries.™ It also olfers CyberAlert
Social, which monitors  roughly
25 million individual social media
posts daily across 190 million social
media sources worldwide., Brand-
watch and ViralHeat are additional
tools. Another site, Federal News
Service (http:/fednews.com), pro-
vides subscribers with precision
alerts and monitoring of federal
hearings (via complete transcripts),
hills, and policy proposals that may
altect their company or industry.™
Because of  their numerous
personal contacts and their ac-
cess to subordinates, managers are

often hubs for the distribution of

Disseminator role the

informational role managers play H.J. Heinz Company CEQ
when they share information with
others in their departments Bernardo Hees actsas a

or companies spokesperson for his company.
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AP Images/Kaith Srakocic

agers share the intormation thev have collected with

their subordinates and others in the
company. At Qualtrics, a softwarc
company that provides sophisti-
cated online survey rescarch tools,
CEO Ryan Smith makes sure that
everyone in the company is clear on
company goals and plans. Every Mon-
f.]":l:'.". {-‘ltl]:][ﬂ}'t‘-f:‘:':! are asked via email to
.'l't‘!-i]._l[]lld to bwo l.il.ll:‘:itiﬂ!lh: “What are
you going to get done this week? And
what did you get done last week that
you said vou were going to do?” Smith
savs, “Then that rolls up into one email
that the entire organization gets. So il
someone’s got a question, they can look
at that for an explanation. We share
other information, too—every time we
have a meeting, we release meeting
notes to the organization. When we
have a board nu-'r.-rtin;;. we write a letter
about it afterward and send it to the
organization.” Qualtrics also uses an
internal database where each quarter

lllia Uriadnikow'123RF



employees enter their plans for meeting the company’s
objectives. Those plans are then made visible to evervone
else at Qualtrics.™

In contrast to the disseminator role, in which man-
agers distribute information to employees inside the
company, managers in the spokesperson role share
information with people outside their departments or
companies. One of the most common ways that CEOs
act as sptlktfs;p{—.‘np]tr for their companies is ﬁpﬁi:lliillg al
ll[]]l'lli:ll ]I]EE‘ti[lgﬁ l-:ll][l LB | L"U[lfll'.‘]['['."]ll'_"l'." U::Ill!'i "l"rit]fl .""i]l:.lrl'f‘—
holders or boards of directors. CEOs also serve as
spokespeople to the media when their companies are
involved in major news stories. After Foxconn Technol-
ogy Group, best known as the manufacturer of Apple
iPhones, paid $3.88 billion for a 60 percent ownership
of Sharp, the maker of home appliances, document
systems (multifunctional printers and
[‘[ll[']-i{?T.'i::l_ robotics and TV/andio e uip-
ment, new CEO Tai Jeng-wu, who
became CEQ as part of the takeover,
announced, "My mission as the
leader of Hlmr['.- is to turn around this
company without any further delay.”™ With
losses of more than $2 billion a vear, Mr. Tai also
indicated that Sharp would restructure and that layoffs
would be needed to reduce costs. Tai said that Sharp
would also seek to cancel licensing deals, in which
Sharp had licensed its name to other companies, per-
mitting them to sell consumer electronics, such as
TVs, using Hh;u‘p'ﬁ brand name. Tai said, “We want to
polish Sharp’s brand value by ourselves and make it
shine globally.™™

1-4c Decisional Roles

Mintzberg found that obtaining and sharing information
is not an end in itself. Obtaining and sharing information
with people inside and outside the company is useful
to managers because it helps them make good deci-
sions, According to Mintzberg, managers engage in four
decisional subroles: entrepreneur, disturbance handler,
resource allocator, and negotiator.

In the entrepreneur role, managers adapt them-
selves, their subordinates, and their units to change.,
Faced with near zero interest rates, glaciull}-' slow
ECOonoOImic gnmrt]l, and an aging customer base, Uguki
Kvoritsu Bank (OKB) in Ogaki, Japan, has been forced
to innovate to grow its business. President Takashi
Tsuchiva says, “With these interest rates, you might
make more money selling 10 OKB chocolates instead
of managing a million yen (about US$8,600) in
deposits.”™ OKB chocolates? Yes, and an OKB farm,

OKB rice, and OKB radio studio. Legally, OKB can't
run those businesses, so it pays them to use the OKB
brand name. To encourage customer growth, OKB
uses roulette, dice, pinball and slot machines to dis-
pense cash awards when customers make deposits or
withdrawals. Says Tsuchiva, “We're not a bank, we're
a service company. If vou're going to go to the bank, it
should be fun.™

In the disturbance handler role, managers re-
}apnml Lo pressures and llml.'rIEm:-; so severe that thtr}-'
demand immediate attention and action. When hur-
ricanes threaten Walfle House restaurants, the Wal-
fle House Index indicates it a restaurant is open and
serving a full menu (green), open, serving water and
a reduced menu, but without power (vellow), or not
open (red). Vice presideut Pat Warner says, "We're
a 24-hour restaurant, so oddly
unnngh _*.'Inlttiug down is a hig

deal for us,”™

Jump teams from
headquarters are sent ahead of
the storms with emergency sup-
lllie:-a and generators. Warner said,
“A lot of times, especially after a big
storm, we're the only ones still open because
we've got generators. Right after storms, busi-
ness is brisk. We have a lot of people come in and
are only able to get their first hot meal at a Walffle
House.,™
In the resource allocator role, managers
[I.['!-l_"ill['! "r"lr"h“ ‘Ll]ll gl'"t "L"n’]!q';l.t resonnrces H.Tll:l I'H]"n'l’ I'I'Iq';i.“}"
resourcestheywillget. After Apple, Alphabet(formerly
Ei]['lg]f‘} is the second most pr{}ﬁtahlﬁ company in

Ken Walter/ 1230

the world. For years, it grew so fast, with revenues
grﬁaa_l]}' t*xu:trr.liug cosls,
that budgets, much less
budget discipline, didnt

Spokesperson role the
informational role managers play

matter (if ever used at all). ""'hE“I ““’5; SEaT;“fﬂémm“ﬂ
- - people outside their departments or
When founders Larry Page companies

and Sergey Brin hired
CFO Ruth Porat, they did
so to get Alphabet’s busi-
nesses to make and stick
to their budgets. Alphabet
Chairman Eric Schmidt

Entrepreneur role the
decisional role managers play
when they adapt themselves, their
subordinates, and their units to
change

Disturbance handler

admits, “Before she was role the decisional role managers

there, we had lost disci- play when they respond to severe
pline.”™ Alphabet makes pressures and problems that demand
immediate action

95 percent of its revenue
from online ads, meaning
Google search, YouTube,
and mobile ads (mostly
on Android phones). But

Resource allocator role the
decisional role managers play when
they decide who gets what resources
and in what amounts
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in the rest of Alphabet (Nest thermostats, Google
Ventures, Google Fiber), expenses far exceed revenues.
So Porat is instilling discipline by cutting budgets, by
approving video conferences rather than business
travel, by charging the business units for using Alpha-
bet’s functions (legal, human resources, and pll.’r]-]i[* re-
lations). Chairman Schmidt says, “The cost cutting is
real, and it's the right thing to be done, and it's driven
by [Porat].”™

In the negotiator role, managers negotiate sched-
ules, projects, goals, outcomes, resources, and employee
raises. Twenty of the US’s largest companies, including
American Express, IBM, Marriott, Shell Oil, and Verizon
Communications, have formed the Health Transforma-
tion Alliance (HTA) to negotiate lower drug and medi-
cal costs. Kevin Cox, chief human resource office at
American Express, says, “Even the most successtul com-
panies won't be able to aftord the rising costs of health
care in the not too distant future.”™ At a time
when health care spending is increasing
6 to 8 percent per vear, the HTA
expects to lower drug costs by
15 percent for their 6 million
emplovees. Kvu  Rhee, IBM’s
chiet health officer says, “This is the group
that's paying the bill. We're not waiting for the public
sector to come up with the solution—we have the

skills and expertise to do this ourselves.™

¥7
€D WHATCOMPANIES ¢@
LOOK FOR IN

MANAGERS

I dicdn’t have the slightest idea what J.Hyjuh
was. I walked in gigaling and laughing be-

cause I had been promoted and had no idea
what principles or style to be puided by, After
the first day, 1 felt like 1 had run into a brick
wall. ( Sales Representative #1)

Sucldendy, I found my-
Negotiator role the decisional
role managers play when they negotiate
schedules, projects, goals, outcomes,
resources, and employee raises

self saying, boy, I can’t
b rr*.*.-lrmmihl"f' ﬁ:r get-
ting all that revenue

I don't have the time
Technical skills the specialized

procedures, technigues, and knowledge
required to get the job done

Sucldenly you've pot to
go from [taking care
of] yourself and say
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now I'm the manager, and what does a manager
do? It takes awhile thinking about it for it to
really hit you .
through other people. That’s a very, very hard

.. @ manager gets things done

transition to make. ( Sales H.r:;u'.-'.ww.lmrfr.-f #2 )5

The preceding statements were made by two
star sales representatives who, on the basis of their
superior performance, were promoted to the position
of sales manager. At first they did not teel confident
about their ability to do their jobs as managers. Like
most new managers, these sales managers suddenly
realized that the knowledge, skills, and abilities that
led to success early in their careers (and were probably
responsible for their promotion into the ranks of man-
agement) would not necessarily help them succeed as
managers. As sales representatives, they were respon-
sible only for managing their own performance. But
as sales managers, they were now directly respon-
sible for supervising all of the sales representatives
in their sales territories. Furthermore, they
were now directly accountable tor whether
those sales representatives achieved
their sales goals. If performance in
nonmanagerial jobs doesn’t neces-

sarily prepare you for a managerial

juh, then what does it take to be a

manager:

When companies look for employ-
ees who would be good managers, they
look tor individuals who have technical
skills, human skills, conceptual skills,
and the motivation to manage.”
Exhibit 1.4 shows the rela-

tive 1'||1Imr’f:11|t'{= of these

: four skills to the juh.ﬁ

of team leaders, first-
line managers, middle managers, and top
MANAZers.

Technical skills are the H|‘.wt'i:l]i;f.l'11
procedures, technigques, and knowledge re-
quired to get the job done. For the sales manag-
ers described previously, technical skills involve
the ability to find new sales prospects, develop
accurate sales pitches based on customer
needs, and close sales. For a nurse supervisor,
technical skills include being able to insert an
IV or operate a crash cart if a patient goes into
cardiac arrest.

Technical skills are most important for team
leaders and lower-level managers because they su-
pervise the workers who produce products or serve
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LOVE THE JOB? YOUR BOSS HAS TECHNICAL SKILLS

hen companies look for employees who could be
good managers, they look for technical, human and
conceptual skills, and the motivation to manage. Technical
skills are the specialized procedures, technigques, and knowil-
edge required to get the job done. Technical skills are most
important for team leaders and lower-level managers, and
for training new employees and helping them solve prob-
lems. Generally, technical skills become less important as
managers rise through the managerial ranks, but they are still
important. The question is, why?
It turns out, employees are much happier if they work
for a boss with technical skills. A study of 35,000 randomly

15—

customers. Team leaders and first-line managers need
technical knowledge and skills to train new employ-
ees and help emplovees solve problems. Technical
knowledge and skills are also needed to troubleshoot
problems that employees can’t handle. Technical skills
become less important as managers rise through the
managerial ranks, but they are still important.

Human skills can be summarized as the ahi]ity to
work well with others, Managers with human skills work
effectively within groups, encourage others to express

Exhibit 1.4
Management Skills

=
A=
L

Importance

Low
Importance

Maotivation
to Manage

Technical
Skills

[ Team Leaders
| First-Line Managers [} Top Managers

Human Conceptual
Skills Skills

[ Middle Managers

selected employees in the United States and the United
Kingdom found that, *having a highly competent boss is eas-
ily the largest positive influence on a typical worker's level
of job satisfaction.” Highly competent was defined as being
able to do the employees job, working one’s way up inside
the company, and whether the employee felt the boss pos-
sessed technical competence.

50, yes, technical skills become less important the higher
you go. But, they always matter to those you manage.

Source: B. Arz, A Goodall & A Oswald, “If Your Boss Could Do Your
Job, Youre More Likely to Be Happy at Work! Harvard Business Review,
December 29, 2016, accessed March 9, 2017, hitps//hbrorg/2016/12
fif-your-boss-could-do-your-job-youre-more-likely-to-be-happy-at-work,

their thoughts and feelings, are sensitive to others’ needs
and viewpoints, and are good listeners and communica-
tors. Hu FH HI'EI”H are {‘l'l'lli:l]]"\-" iI]'IIH]I"I'HT'It at Hn II'E"I-'{"]H H{:
management, from team leaders to CEOs. However,
because lower-level managers spend much of their time
H{]Il'ing t[“'L’llI]iL‘Hl Pfﬂ]]lt'ﬂl!’i.h 'Ilppt'l'—].{'.‘\'["‘] Ill-':l.]lﬂg{'.‘ﬂi |]'l::l:|r'
actually spend more time dealing directly with people.
On average, first-line managers spend 57 percent of
their time with people, but that percentage increases to
63 percent tor middle managers and 78 percent for top
managers.™

Conceptual skills are the ability to see the organi-
zation as a whole, to understand how the different parts of
the company aftect each other, and to recognize how the
company fits into or is atfected by its external environment
such as the local community, social and economic forces,
customers, and the competition. Good managers have to
!H‘." ::l]]]['f' to I"t"f_'ﬂ"'-‘___';lli_'dﬂ, l]]l[ll‘."l‘!‘itﬂﬂil, :J.I]{l I'{'.".'_"Ulll'_’.ij.l"' ]ll'lLII'.i.I]ll‘."
complex problems and perspectives. In other words, man-
agers have to be smart! In fact, intelligence makes so much
difference tor managerial performance that managers with
above-average intelligence typically outperform manag-
ers of average intelligence by approximately 48 percent.”
Clearly, companies need
to be careful to promote
smart workers into man-
agement. Conceptual skills
increase in importance as

well with others

ll‘l.‘ill;:lgt‘r!-i riﬁ:l" ﬂlr[]]lgl] tIl[“'

]lh".ll].'.i.gﬁlllﬁllt l]jl'.‘.‘l".:l.['(_"]fl}".
Good  management

involves much more than

its environment

CHAPTER 1: Management

Human skills the ability to work

Conceptual skills the ability
to see the organization as a whole,
understand how the different parts
affect each other, and recognize how
the company fits into or is affected by

15



intelligence, however. For l-.\';unl}h*, making the {|{*]mrl‘—
ment genius a manager can be disastrous if that genius
lacks technical skills, human skills, or one other factor
known as the motivation to manage. Motivation to
manage is an assessment of how motivated employees
are to interact with superiors, participate in competitive
situations, behave assertively toward others, tell others
what to do, reward good behavior and punish poor be-
havior, perform actions that are highly visible to others,
and handle and organize administrative tasks. Managers
b []iL‘H.“"'-. have a stronger motivation to manage than their
subordinates, and managers at higher levels umm]l} have
a stronger motivation to manage than managers at lower
levels. Furthermore, managers with a stronger motiva-
tion to manage are I‘-num:tt*n] faster, are rated as better
managers by their L*rlhl:l]tJjn'L'L'h. and earn more money
than managers with a weak motivation to manage.™

(D MISTAKES MANAGERS
MAKE

=
o
i

Heiber 51

Another way to understand what it takes to be a manager

is to look at the mistakes managers make. In other words,

Weina

we can learn just as much from what managers shouldn't

do as from what they should do. Exhibit 1.5 lists the top The top mistake made by derailers is having an
10 mistakes managers make. abrasive, intimidating, and bullying management
Several studies of U.S. and British managers have style.

compared “arrivers,” or managers who made it all the
way to the top of their companies, with “derailers,” or
managers who were successful early in their careers
but were knocked off the fast track by the time they
reached the middle to upper levels of management.™ = -
The researchers found that there were only a lew dil- Exhibit 1.5

ferences between arrivers and derailers. For the most T[]I] 10 Mistakes Managers Make
part, both groups were talented, and both groups had

weaknesses. But what t]iﬁfi]l}},’l]iﬁl‘](‘(l derailers from ar- 1. Insensitive to others: abrasive, intimidating, bullying style

rivers was tlltlt l]l"]":i”l"ﬂ'i I'!{]h!'i(‘!'i‘-i(‘{l two or more }I':I.t':l.l

!“'-\_r

Cold, aloof, arrogant
flaws with respect to the way they 1||ur|?1_=_',vt1 pe }1}]1‘. Al- 3. Betrays trust
though arrivers were by no means perfect, they usually _ . _

' . . : ' 4. Overly ambitious: thinking of next job, playing politics
had no more than one fatal flaw or had found ways to
. 2 = - : . ll 5. Specihc performance problems with the business
minimize the effects of their flaws on the people with :

ST - ' 3 1l T

- — t]u*j.' — -} 6. Overmanaging: unable to delegate or build a team

The top mistake made hj.' derailers was that thf-_r Linable to staff effectively

were insensitive to others by virtue of their abrasive. 8. Unable to think strategically
intimidating, and bully- 9. Unable to adapt to boss with different style
Motivation tf{I: ma":ﬂ? | ing management style. 10. Overdependent on advocate or mentor
n men w enthusiasti :
S SRS Ry - u*;-ast:: The authors of one urce: MW McCall k. and M mbardo, “What Makes a Top
employees are about managing the b d 1ed - e . Nhat Makes
: F T 5 . T = FRpCnoeDgy loddy, Februa 1 i
work of others study described a man

ager who walked into his
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subordinate’s office and interrupted a meeting by say-
ing, “I need to see you.” When the subordinate tried to
explain that he was not available because he was in the
middle of a meeting, the manager barked, “I don’t give
a damn. I said I wanted to see you now.”™ Not surpris-
ingly, only 25 percent of derailers were rated by oth-
ers as being good with people, compared to 75 percent
of arrivers.

The second mistake was that derailers were often
cold, alool, or arrogant. Hltlnmgh this sounds like in-
sensitivity to others, it has more to do with derailed

managers being so smart, so expert in their areas of

knowledge, that they treated others with contempt be-
cause they weren't experts, too.™ For example, AT&T
called in an industrial psychologist to counsel its vice
president of human resources because she had been
blamed for “ruffling too many feathers” at the com-
pzul};“ Interviews with the vice prvﬁirjvﬂt'ﬁ coworkers
and subordinates revealed that they thought she was
brilliant, was “smarter and faster than other p-f.-nplﬂ,”
“generates a lot of ideas.” and “loves to deal with com-
1‘.-1&1 issues.” Ulllhrtuuatﬁly, these smarts were accomnm-
panied by a cold, aloof, and arrogant management style,
The people she worked with complained that she does
“too much too fast,” treats coworkers with “disdain,”
“impairs teamwork,” “doesn’t always show her warm
side,” and has “burned too many bridges.”™

The third mistake made by derailers involved
betraying a trust. Betraving a trust doesn’t mean
ht-illg dishonest. Instead, it means l‘rmking others
look bad by not doing what vou said vou would do
when you said you would do it. That mistake, in it-
sell, is not fatal because Managers and their workers
i.l.l‘['."ll.t III.i-.i‘.'."]liIlf::‘!i. TH.HI‘{.‘F gﬂ llllil[ll]t‘ ill ['.""i"ﬂl.'_'!p" L'U]]']l‘.li.lll}"’
every day. There’s always too much to do and not
enough time, people, money, or resources to do it.
The fatal betraval of trust is failing to inform others
when things will not be done right or on time. This fail-
ure to admit mistakes, failure to quickly inform others
of the mistakes, failure to take responsibility for the
mistakes, and failure to fix the mistakes without blam-
ing others clearly distinguished the behavior of derail-
ers from arrivers,

The fourth mistake was being overly political and
ambitious. Managers who alwu}-'!i have their eve on
their next jul} ran—:I}-' establish more than ﬁlllierliciaﬂ re-
lationships with peers and coworkers. In their haste to
gain credit for successes that would be noticed by up-
per management, they make the fatal mistake of treat-
ing people as though they don’t matter. An emplovee
with an overly ambitious boss described him this way:
“He treats emplovees coldly, even cruelly. He assigns

blame without regard to responsibility, and takes all
the eredit for himself. I once had such a boss, and he
gave me a new definition of shared risk: 1f something
I did was successful, he took the credit. If it wasn't,
I got the blame.™™

The fatal mistakes of being unable to delegate, build
a team, and staft ettectively indicate that many derailed
managers were unable to make the most basic transition
to [Ili:l]l:ig[".‘l'i.::ll “’[}rk: Lo [l'llil I]'['.‘i.['lg hH.I][IFl—[I'ﬂ {1[]{"']"\ ::'I]]{l
ret work done thmugh others. In fact, aut'urtliug to an
article in Harvard Business Review, up to 50 percent of
new managers fail because they cannot make the transi-
tion from producing to managing.™ Two things go wrong
when managers make these mistakes. First, when manag-
ers meddle in decisions that their subordinates should be
making—when they can't stop being doers—they alien-
ate the people who work for them. Rich Dowd, founder
of Dowd Associates, an executive search firm, admits
to constantly monitoring and interrupting employees
because tl‘lf‘}' weren't dning the juh “in the way | saw
lit, even when their work was mll:!itam]jug.“ AL'{_'urti'iug
to Richard Kilhurg of julum llui'.-](itu: University, when
managers interfere with workers decisions, “You . . . have
a tendency to lose your most creative people. They're
able to say, ‘Screw this. I'm not staying here.”™ Indeed,
one employee told Dowd that if he was going to do her
job for her, she would quit. Second, because they are
trving to do their subordinates” jobs in addition to their
own, managers who fail to delegate will not have enough
time to do much nﬂm}'thing well. An office assistant to a
Washington politician came in to work every day to find
a lnng,r to-do list waiting on her desk, r]t‘tai]ing Ewr}«’rhing
she was expevtﬂi to get done that t!a}-', :alnng with how to
do it, who to r:a]l, and when to gi‘rt: her boss u['.-dult.*ﬁ 01l
her progress. She said, "Sometimes, this list was three or
four pages long. It must have taken him at least an hour
to create.”™

THE TRANSITION
10 MANAGEMENT:
THE FIRST YEAR

In her book Becoming a Manager: Mastery of @ New
Identity. Harvard Business School professor Linda
Hill followed the development of 19 people in their
first year as managers. Her study found that becoming
a manager produced a profound psychological tran-
sition that changed the way these managers viewed

CHAPTER 1: Management
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Exhibit 1.6
Stages in the Transition to Management

MANAGERS' INITIAL EXPECTATIONS

AFTER 51X MONTHS AS A MANAGER

AFTER AYEAR AS A MANAGER

® Be the boss

® Formal authority ® Fast pace

® Manage tasks ® Heavy workload

® Job is not managing people

® Initial expectations were wrong

® No longer a doer

® Communication, listening, and positive
reinforcement

® Learning to adapt to and control stress

@® Job is people development

® Job is to be problem solver and
troubleshooter for subordinates

Source: LA Hill, Becoming a Monager: Mastery of @ New identity (Boston: Harvard Business School Press, 1992

themselves and others. As shown in Exhibit 1.6, the
evolution of the managers’ thoughts, expectations,
and realities over the course of their first vear in man-

agement reveals the magnitude of the changes they

experienced.

Initially, the managers in Hill's study believed that
their job was to exercise formal authority and to man-
age tasks—basically being the boss, telling others what
to do, making decisions, and getting things done.
One of the managers Hill interviewed said,
“Being the manager means running my
own office, using my ideas and thoughts.”
Another said. “[The office is] my baby.
It's my job to make sure it works.”™ In
fact, most of the new managers were at-
tracted to management positions because
they wanted to be in charge. Surprisingly,
the new managers did not believe that
their job was to manage people.
The only aspects ot people
management mentioned |‘.|-:u.'
the new managers were hir-
ing and firing.

After six months, most of
the new managers had
concluded that their
expectations
about managerial work

initial

were wrong. Manage-

ment wasn't Just about
being the boss, making decisions,
and telling others what to do.

The first .~;1|r[‘mri:~i{= was the fast pace

PART ONE

and heavy workload involved. Said one of Hill's manag-
ers, “This job is much harder than you think. It is 40 to
50 percent more work than being a producer! Who
would have ever gnessed?” The pace of managerial work
was startling, too. Another manager said, “You have eight
or nine people looking for your time . . . coming into
and out of vour office all day long.” A somewhat frus-
trated manager declared that management was “a job
that never ended . .
hands around.™

Informal descri ptions like these are con-

. a job you couldn’t get vour

sistent with studies indicating that the av-
erage first-line manager spends no more
than two minutes on a task before being
interrupted by a request from a
subordinate, a phone call,
or an email. The pace is
somewhat less hurried
for top managers, who
spend an average ot
;lpprm:iln:lh'h' nine
minutes on a task be-
fore having to switch
to another. In practice,
this means that SUpervisors
may perform 30 tasks per
hour, while top managers per-
form seven tasks per hour, with

i/ Shutterstock.com

each task t}'pivall}' ditterent

from the one that l?ll'['.'[_"l"{lt"tl it. A

Idancap

manager described this frenetic
level of activity by saving, “The only

time you are in control is when yvou shut



vour door, and then I feel I am not doing the job I'm
supposed to be doing, which is being with the people.™

The other major surprise after six months on the job
was that the managers’ expectations about what they should
do as managers were very different from their subordinates’
expectations. Il1il:ia]]}; the managers delined their j[:-h.*; as
helping their subordinates perform their jobs well. For the
III.':I.TZIH.E"["]"."'i-1 “’IIU I'-.d.'.ll.l {li‘ﬁllf‘!'ll tl:li’[l'l.‘i-l"l'\"l".'i e b [I.I.H"l‘.'i mtllt"r ﬂ Ll
managers, assisting their subordinates meant going out on
sales calls or handling customer complaints. One manager
said, “T like going out with the rep, who may need me to
lend him my credibility as manager. 1 like the challenge, the
joy in closing. I go out with the reps and we make the call
and talk about the customer: it's lun.”™ But when new man-
agers “assisted” in this way, their subordinates were resent-
ful and viewed their help as interlerence. The subordinates
wanted their managers to help them by solving problems
that thev couldn't solve themselves. After the managers re-
alized this distinction, they emnbraced their role as problem
solver and troubleshooter. Thus, tht-.}-' could h[“.l[l' withont
i]ltt‘rft'.ring with their subordinates’ juh:i.

Aftera veur on the juh._, most of the HIATEAZETS I:huug}_lt
of themselves as managers and no longer as doers. In
making the transition, they finally realized that people
management was the most important part of their job.
One ol TTill's interviewees summarized the lesson that had
taken him a vear to learn by saving, “As many demands
as managers have on their time, 1 think their primary re-
sponsibility is people development. Not production, but
people development.™ Another indication of how much
their views had changed was that most of the managers
TOW l'l':"gl'l‘:?ﬂ{-.‘d the rather ht'ax}'—lmuded ztppmar:h t]m}-'
had used in their t'a_rl:; attempts to manage their subordi-
nates. "I wasn't g{md at managing . . ., so I was l:rr.m:-.'}' like
a first-grade teacher.” “Now [ see that I started out as a
drill sergeant. I was inflexible, just a lot of how-tos.” By
the end of the year, most of the managers had abandoned
their authoritarian approach for one based on communi-
cation, listening, and positive reinforcement.

Finally, after beginning their vear as managers in frus-
tration, the managers came to feel comlortable with their
subordinates, with the demands of their jobs, and with
their emerging managerial stvles. While being managers
had made them H.L'lltl-‘l:lr‘ aware of their limitations and their
need to d\':"l‘l:‘lt][) as pr:uplt-, it also pnn-idt.'r] them with an
u:wr.[:u:tted reward of L‘(H.L’l!l.i[lg and L]Ew-_-lupiug the e ]I}lt‘
who worked for them. One manager said, “It gives me the
best feeling to see somebody do something well after T have
helped them. T get excited.” Another stated, “T realize now
that when I accepted the position of branch manager that it
is truly an exciting vocation. It is truly awesome, even at this
level; it can be terribly challenging and terribly exciting.™

& COMPETITIVE
ADVANTAGE
THROUGH PEOPLE

I'.I"}"[]"ll ‘lr"h"H.I.I.'C lll]"ﬂ'll tl:lf.‘! H.i.."i-Ii‘ “f‘t}]i" I:]"Hi.[l["!'i!'i section il] _‘lr".']'llr
local bookstore, }11-11']_1 find hundreds of books that ex-
pL‘ﬂ'Il preci::‘el}-' what L‘lll]lp:—lllit':i need to do to be success-
ful. Unfortunately, the best-selling business books tend
to be faddish, changing dramatically every few vears.
One thing that hasn’t changed, though, is the importance
ol good people and good management: companies can’t
succeed for long without them. Apple CEO Tim Cook
agrees, saving, "1 think about my day and weeks and
months and vears—I put them in three buckets: people,
strategy, and execeution, 1 sort of move between those on
a daily basis as to where I put my time. I always think the
most important one of those is pH:-FIt-. If you don’t get
that one l'ight? it doesn’t matter what kind of ENergy you
have in the other two—it’s not Enuugh.”""’

In his books Competitive Advantage through People:
Unleashing the Power of the Work Force and The Hu-
man Equation: Building Profits by Putting People First,
Stanford University business prolessor Jelfrey Pleffer
contends that what separates top-perlorming companices
[rom their competitors is the way they treat their work-
lorees—in other words, their management style.™

Pleffer found that managers in top-performing
companies nsed ideas such as employment security, se-
lective lliﬂ'ng, sﬁlf—lnmmged teams and decentralization,
hlgll P.:l:lr Lﬂ]]]ti!lgﬂllt (31 ()] []PH.II}"' PE‘I{[JI-.IHHII:L'E, exten "'Il"h"'l':'
training, reduced status distinctions (between ILAIAZETS
and employees), and extensive sharing of financial infor-
mation to achieve financial performance that, on aver-
age, was 40 percent higher than that of other companies.
These ideas, which are explained in detail in Exhibit 1.7,
help organizations develop workforces that are smarter,
better trained, more motivated, and more committed
than their competitors” workforces. And—as indicated
by the phenomenal growth and return on investment
earmed by these companies—smarter, better trained,
more motivated, and more committed workforces pro-
vide superior PH}LIllEt:i and service to customers. Such
customers ]{Et‘l".l lmj.r_ing and, l]j.r' teﬂing others about their
positive experiences, hring in new customers,

According to Pleffer, companies that invest in their
people will create long-lasting competitive advantages that
are difficult for other companies to duplicate. Other stud-
ies also clearly demonstrate that sound management prac-
tices can produce substantial advantages in four critical

CHAPTER 1: Management
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Exhibit 1.7

Competitive Advantage Through People: Management Practices

1. Employment Security—Employment security is the ultimate form of commitment companies can make to their workers. Employees can innovate

and increase company productivity without fearing the loss of their jobs.

2. Selective Hiring—If employees are the basis for a company’s competitive advantage, and those employees have employment security, then
the company needs to aggressively recruit and selectively screen applicants in order to hire the most talented employees available,

3. Self-Managed Teams and Decentralization—>5elf-managed teams are responsible for their own hiring, purchasing, job assignments, and
production. Self-managed teams can often produce enormous increases in productivity through increased employee commitment and creativity.
Decentralization allows employees who are closest to (and most knowledgeable about) problems, production, and customers to make timely
decisions. Decentralization increases employee satisfaction and commitment.

4. High Wages Contingent on Organizational Performance—High wages are needed to attract and retain talented workers and to indicate that the
organization values its workers. Employees, like company founders, shareholders, and managers, need to share in the financial rewards when
the company is successful. Why? Because employees who have a financial stake in their companies are more likely to take a long-run view of the

business and think like business owners.

5. Training and Skill Development—Like a high-tech company that spends millions of dollars to upgrade computers or research and development
labs, a company whose competitive advantage is based on its people must invest in the training and skill development of its people.

6. Reduction of Status Differences—A company should treat everyone, no matter what the job, as equal. There are no reserved parking spaces.
Everyone eats in the same cafeteria and has similar benefits. The result is improved communication as employees focus on problems and solutions

rather than on how they are less valued than managers.

7. Sharing Information—If employees are to make decisions that are good for the long-term health and success of the company, they need to be
given information about costs, inances, productivity, development times, and strategies that was previously known only by company managers.

Source: ). Pleffer, The Human Fguation: Building Profits by Putting Peaple First (Boston: Harvard Business 5choal Press, 1996).

areas of organizational performance: sales revenues, prot-
its, stock market returns, and customer satisfaction.

In terms of sales revenues and profits, a study of nearly
1,000 U.S. firms found that companies that use just some
of the ideas shown in Exhibit 1.7 had $27,044 more sales
per employee and $3.814 more profit per emplovee than
companies that didnt. For a 100-person company, these
differences amount to $2.7 million more in sales and
nearly $400,000 more in annual profit! Fora 1,000-person
company, the difference grows to $27 million more in
sales and $4 million more in annual prnﬂt!"""

Another 5I:ud}' that considers the eflect of investing
in people on company sales found that poorly perform-
ing companies were able to improve their average re-
turn on investment from 5.1 percent to 19.7 percent and
increase sales by $94,000 per emplovee. They did this by
adopting management techniques as simple as setting
performance expectations (establishing goals, results,
and schedules), coaching (informal, ongoing discussions
between managers and subordinates about what is be-
ing done well and what could be done better), reviewing
employee performance (annual, formal discussion about
results), and rewarding emplovee performance (adjusting
EHJ.H.[‘it.‘!'F i:l.l'.l.{l h[}]lll.!'i-l':"!'i .I:}-:l.."r-["{]. (1 El]lp].{:l}"ﬂﬂ p—.‘[‘ﬁ}ﬁ]l:ﬂ'ﬂ:& a-".[l
results).” Two decades of research across 92 companies in-
dicates that the average increase in company performance
from using these management practices is typically around

PART ONE

20 percent.™ That fits with another study of 2,000 firms
showing that an average improvement in management
practices can produce a 10-20 percent increase in the total
value of a company.” In addition to significantly improv-
ing the profitability of healthy companies, sound manage-
ment practices can also turn around failing companies.
To determine how investing in people aflects stock
market performance, researchers matched compa-
nies on Fortune magazines list of “100 Best Compa-
nies to Work for in America™ with companies that were
similar in in-:luﬂl:r}?, size, and—this is l{fr}'—n[ufmﬁng
[H'.‘]‘.F'.']]_I['I.HIIL'{':'. B“th "'l-'["'t‘!- [I'[ L"[I']l]pﬂ]lit‘.'"i werne Hil]d]l:i"
good performers; the key difference was how well they
treated their employees. For both sets of companies, the
researchers found that emplovee attitudes such as job
satisfaction changed little from vear to year. The people
who worked for the “100 Best” companies were consis-
tently much more satisfied with their jobs and employ-
ers year alter year than were employees in the matched
companies. More importantly, those stable differences in
employee attitudes were strongly related to differences
in stock market performance. Over a three-year period,
an investment in the “100 Best” would have resulted in an
52 percent cumulative stock return L‘[}IIIPH]‘EL] with jJust
37 percent for the matched companies.™ This ditterence
is remarkable given that both sets of companies were
equally good performers at the beginning of the period.



No Shortcuts: Manage for the Long Run

‘t’i frequently said that good managers “manage for the long runThat means incurring
costs or making investments that might hurt short-term financial performance, but
that benefit customers and the firm's competitive position in the long run. But,

does "managing for the long run”actually work?

A 15-year study of 615 firms found that only 25 percent of compa-
nies actually manage for the long run by investing more in research
and development or by being willing to miss short-term finan-
cial targets (short-term pain for long-term gain). But, compared to
industry competitors, companies that managed for the long run had
47 percent higher revenues, 36 percent larger profits, and added

12,000 maore jobs over 15 years

Good management matters, but it makes a big difference when
companies are managed for the long run. Don't manage for next quarter. Manage for the long run.

Source: D. Barlon, J. Manyika & 5. Heohane Williamson, “Finally, Procl Thal Managing for the Long Term Pays OIT Harvard Business Review:' February 7, 2017, accessed March 8,

2017, htepsdhbrarg 200 F02Mnally-proof-thats-managing-for-the-lang-term-pays-off

Finally, rescarch also indicates that managers have an
important cllect on customer satislaction. Many people
[ind this surprising. They don’t understand how managers,
who are largely responsible tor what goes on inside the
company, can affect what goes on outside the company.
TI:I{“}"H:’HTH:II"T Il{}‘lr\" l]ll'll’l':"lj___';i"!l".‘i. "ﬁr"l]“ U:I:t'["ll mteract "v.r\"itll C11s5-
tomners lllth'."]f' 1lt‘gﬂ.ﬁ‘h't' l'.'UI'lEhﬁ[]'llH ill’krlll'."ll customers are
::I.l]gl.'r"r' Or L]J.":":cltl"sﬁt‘f_:lﬁl Czill J:l'[.'t].lilj.l}" i_llll]Tl.l‘l"E' customner sat-
isfaction. It turns out tlat IIATHTETS influence customer
satisfaction through employee satisfaction. When em-
plovees are satisfied with their jobs, their bosses, and the
companics they work for, they provide much better ser-

vice to customers,™ In turn, customers are more satisflied,
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too. In fact, customers ol companics on Fortune's list ol

“100 Best,” where employees are much more satislied
with their jobs and their companies, have much higher
customer satistaction scores than do customers of com-
parable companies that are not on Fortune’s list, Over an
{-*i;:___{]].t-}-'{-*zlr pﬂ'in{L that difference in customer satisfaction
also resulted in a 14 percent anmmal stock market retun
for the “100 Best” COMpaies L'UIllPL—lI‘t"Ll to a 6 percent
return for the overall stock market.™

You will learn more about the service-profit chain in
Chapter 18 on managing service and manufacturing
operations.

MGMTTI.

CHAPTER 1: Management
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| The History of
Management

LEARNING OUTCOMES

@ Explain the origins of management.

@ Explain the history of scientific management.

" -k ' had After you finish
iscuss the history of bureaucratic and administrative management. '

23 Y 9 this chapter, go
@ Explain the history of human relations management. to FAEE 43 for
@ Discuss the history of operations, information, systems, and contingency management. smwf Tﬂnls

2-1

Each day, managers are asked to solve challenging problems with
limited time, people, and resources. Yet it's still their responsibility to
get things done on schedule and within budget. Tell today's managers
to “reward workers for improved production or performance,” “set
specific goals to increase motivation,” or "innovate to create and
sustain a competitive advantage,” and they'll respond, "Duh! Who
doesn’t know that?” A mere 125 years ago, however, business ideas and
practices were so different that today’s widely accepted management
1deas would have been as self-evident as space travel, smart phones,
and flying drones. In fact, management jobs and careers didn'’t exist
125 years ago, so management was not yet a field of study. Now, of
course, managers and management are such an important part of the
business world that it's hard to imagine organizations without them.

PART ONE



