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OVERVIEW OF CHAPTER

This chapter examines what managers do, the different kinds of managers, and the skills and abilities they must develop to manage their organizations successfully over time. The various functions and roles of managers are highlighted, as well as the impact of information technology (IT) upon the manager’s ability to fulfill them. The chapter closes with a discussion of the management challenges created by today’s global environment, such as building a competitive advantage, maintaining ethical and socially responsible standards, managing workforce diversity, and utilizing IT and e-commerce, and global crisis management. 
LEARNING OBJECTIVES

1. Describe what management is, why management is important, what managers do, and how managers utilize organizational resources efficiently and effectively to achieve organizational goals. 

2. Distinguish among planning, organizing, leading, and controlling (the four main management functions) and explain how managers’ ability to handle each one can affect organizational performance. 

3. Differentiate among three levels of management and understand the responsibilities of managers at different levels in the organizational hierarchy. 

4. Identify the roles managers perform, the skills they need to execute those roles effectively, and the way new information technology is affecting these roles and skills. 

5. Discuss the principle challenges facing managers in today’s increasingly competitive global environment. 

A MANAGER’S CHALLENGE: APPLE, NEXT, PIXAR, AND DISNEY: HIS APPROACH TO MANAGEMENT
In 1985, Jobs was asked to resign from Apple Computer, the company he and his partner founded eight years ago.  The problem was his abrasive management style that caused conflict between employees and clashes with its CEO.  After leaving Apple, Jobs went on to 
establish two new ventures, NEXT and Pixar, both of which were very successful.  The tasks of leading and organizing were turned over to managers below him in these companies, as Jobs devoted his energies to developing a clear vision, building strong management teams,  development of new products, and the cultivation of a collaborative and innovative culture. 
Jobs was eventually asked to return as CEO to a struggling Apple to help turn it around. During his second tenure as leader of Apple, he utilized a radically different management style, which included a team structure, the delegation of considerable authority, and motivation of employees with stretch goals. Apple later introduced iTunes and the iPod, and by 2006, the company commanded 70% of the digital music player market and 80% of the online music download business.  Many attribute Apple’s restored success to Job’s improved management skills. The next milestone in Job’s managerial history came when Walt Disney acquired Pixar, making Jobs Disney’s largest shareholder. Jobs is now on the Board of Directors at Disney and works closely with its new CEO. 

LECTURE OUTLINE

I.  WHAT IS MANAGEMENT?

Who comes to mind when you think of a manager? A manager may work for a large corporation, a non-profit, a local retailer, or a fast food restaurant.  What they have in common is that each works for an organization and each is responsible for supervising the use of their organization’s human and other resources. 

A. Organizations are collections of people who work together and coordinate their actions to achieve a wide variety of goals or desired future outcomes.

B. Management is the planning, organizing, leading, and controlling of human and other resources to achieve organizational goals effectively and efficiently.

C. Organizational performance is how efficiently and effectively managers use resources to satisfy customers and achieve organizational goals.  

D. Efficiency is a measure of how well or productively resources are used to achieve a goal. 

E. Effectiveness is a measure of the appropriateness of the goals selected by managers to pursue.

II. WHY STUDY MANAGEMENT?

Why is the study of management so popular?

A.  Managers directly impact the well-being of a society and the people in it, since it is they who decide how to use many of a society’s most valuable resources.

B.  Studying management helps people learn to deal with their boss and co-workers.

C.  Management students are usually prepared to compete successfully for interesting, well-paying jobs. Salaries increase rapidly as people move up the organizational hierarchy. Indeed, the salaries paid to top managers are often enormous. 

III.
ESSENTIAL MANAGERIAL TASKS
Management helps make the best use of resources by performing four essential managerial functions: planning leading organizing, and controlling. Henri Fayol, a French manager, first outlined these managerial activities around the turn of the twentieth century. 

A.  Planning is the process of choosing appropriate goals and actions for the organization.  It involves three steps:  deciding which goals the organization will pursue, deciding what courses of action to adopt to attain those goals, and deciding how to allocate organizational resources to attain those goals.
1.  The outcome of the process is the organization’s strategy, a cluster of decisions concerning what goals to pursue, what actions to take, and how to use resources to achieve goals.

2.  Planning is complex and difficult because of the level of uncertainty and the risk involved. 

Manager as a Person:  Xerox’s Anne Mulcahy is a Manager to Copy
Anne Mulcahy, a 26 year veteran employee of Xerox, assumed the position as its CEO as the company struggled to avoid bankruptcy. Her biggest challenge was to successfully reduce high operating costs while simultaneously investing in the research needed to innovate new products.  Strategies employed by Mulcahy included town hall meetings town hall meetings and the Focus 500 program. The former asked employees to help identify creative ways to cut costs. The latter required the company’s top managers to develop a personal relationship with top customers.  As a result of her risky plan, which also included focusing on only two new product lines and a painful downsizing and reorganization, the new CEO was successful in turning Xerox around.   
B.  Organizing is the process of establishing a structure of working relationships that allow organizational members to interact and cooperate to achieve organizational goals. The outcome of the process is an organizational structure. 

C.  Leading involves articulating a vision and energizing employees so that they are eager to play a part in achieving organizational goals. Leadership involves the use of power, influence, vision, persuasion, and effective communication skills.  

D.  Controlling is the process of evaluating how well an organization is achieving its goals and taking corrective action to maintain or improve performance, if needed.

1. Managers monitor the performance of individuals, departments, and the organization as a whole to see whether they are meeting desired performance standards.  If standards are not being met, managers take action to improve performance.

2. The outcome of the control process is the ability to measure performance accurately and regulate organizational efficiency and effectiveness. 

3. The controlling function also allows managers to evaluate how well they are performing the functions of planning, organizing, and leading.

E. Performing Managerial Tasks: Mintzberg’s Typology

1.  The group of problems that managers face is enormous (high variety).  Managers frequently must deal with many problems simultaneously (fragmentation), and often must make snap decisions (brevity). 

2.  By following managers around to observe what they do on a daily and hourly basis, Mintzberg identified ten specific roles that capture the dynamic nature of managerial work. They are described in Table 1.1. 
IV.  LEVELS AND SKILLS OF MANAGERS

A.  Organizations employ three levels of managers: first-line managers, middle managers, and top managers. They are arranged in a hierarchy of authority, and each has different, but related, responsibilities. These three types of managers are grouped into departments (or functions). A department is a group of people who work together and possess similar skills or se the same kind of knowledge, tools, or techniques to perform their jobs. 

1. First-line managers are responsible for the daily supervision of non-managerial employees. 

2. Middle managers supervise first-line managers.  They also work with first line managers to identify new ways of reaching organizational goals.  Very often, the suggestions that they make to top management can dramatically increase organizational performance. 

3.  Top managers are responsible for the performance of all departments and therefore have a cross-departmental responsibility. Because top management is ultimately responsible for the success or failure of the organization, persons inside and outside of the organization closely scrutinize their performance.

a. It is the CEO’s (chief executive officer) responsibility to build a top-management team that functions smoothly. 

b. The term COO (chief operating officer) is often used to refer to the top manager who is being groomed to take over when the current CEO leaves the company or retires. 

4.  The relative importance of planning, organizing, leading and   controlling varies according to managerial level. Top managers devote most of their time to planning and organizing, while lower level managers devote more time to leading and controlling. 

B. Managerial Skills

1.  Research has shown that education and experience help managers acquire three managerial skills that let them perform their jobs effectively: conceptual, human, and technical. 

2.  Conceptual skills include the ability to analyze a situation and distinguish between cause and effect. Top managers require the strongest conceptual skills because their primary responsibilities are planning and organizing. Conceptual skills are often gained through formal education. 

3.  Human skills include the ability to understand, alter, lead, and control the behavior of people and groups. The ability to communicate, to coordinate and motivate people, is the principal difference between effective and ineffective managers.

4.  Technical skills are job-specific knowledge and techniques. The specific kinds of technical skills depend up on the manager’s position in the organization. 

5.  The term competencies is often used to refer to the specific set of skills, abilities, and experiences that gives one manager the ability to perform at a higher level than another. 
6.  Effective managers need all three skills; the absence of even one can lead to failure.  Developing new and improved skills through education and training has become a major priority for both aspiring managers and their organizations. Promotion is often tied closely to a manager’s ability to acquire the competencies that a particular company believes are important. 
C.  Recent Changes in Management Structure 

Global competition and advances in information technology (IT) have contributed to the dramatic changes in the tasks and responsibilities of managers in recent years.

 Restructuring and Outsourcing

1.  Restructuring involves simplifying, shrinking, or downsizing an organization’s   operations to lower operating costs.  It can be done by eliminating departments and reducing levels of hierarchy, which can result in massive job loss at all levels of the organization. IT’s ability to increase efficiency has increased the amount of downsizing in recent years. If not managed carefully, it can produce some very negative outcomes. 
2 Outsourcing involves contracting with another company, often a low-cost country abroad, to perform an activity the company previously performed itself. This practice promotes efficiency by reducing costs and by allowing an organization to make better use of its remaining resources. The need to respond to low-cost global competition has speeded outsourcing dramatically in the 2000s. 
3.  Large for-profit organizations today typically employ 10 to 20% fewer people than they did ten years ago because of restructuring and outsourcing. The argument is that the managers and employees who have lost their jobs will find employment in new and growing U.S. companies where their skills and experience are better utilized.

Empowerment and Self-Managed Teams

1.  Empowerment is a management technique that involves giving employees more authority and responsibility over the way they perform their work activities. Because companies find that empowering employees can lead to performance gains, they often encourage it through their reward systems. IT is often used as a means of empowering employees because it expands employee job knowledge and increases the scope of their job responsibilities. 

2.  A self managed team is a group of employees who assume collective responsibility for organizing, controlling, and supervising their own work activities. Such teams often assume tasks and responsibilities previously held by first line managers, thus increasing increasing the efficiency of the organization. IT is sometimes used to help the team manage itself and allow middle managers to monitor team activity. 
Information Technology Byte:  IBM’s New Global Self-Managed Teams
To respond to its low-cost competitors, IBM groups its employees into an ever-changing set of  global self-managed teams, called competency centers,  that are responsible for managing all aspects of a particular client’s specific needs.  To create these teams, IBM programmers analyzed the skills and experience of its 70,000 employees and entered the results into a software program. They then code the nature of each client’s specific problem, input that information, and create a match between clients and the set of ‘best-fit’ employees.  Once selected, team members, from wherever they may be in the world, assemble quickly and go to work on the client’s problem.
V. CHALLENGES FOR MANAGEMENT IN A GLOBAL ENVIRONMENT

 The rise of global organizations that operate and compete in more than one country has put pressure on many organizations to raise their level of performance and identify better ways to use their resources. Inability to adapt to changes in the global environment can lead to failure.  Five major challenges stand out for managers in today’s world:  building a competitive advantage, maintaining ethical standards, managing a diverse workforce, and utilizing new information systems and technologies, and global crisis management. 

 A.  A competitive advantage is the ability of one organization to outperform other organizations because it produces desired goods or services more effectively than its competitors.  Managers must build and maintain a competitive advantage for their company to ensure that its competitors do not overtake it. The four building blocks of competitive advantage are:

1.  Increasing Efficiency

a. Organizations increase efficiency as they reduce the amount of resources used to produce goods and services.

b. Many organizations seek to increase productivity by training their workforce in new skills, operating computerized assembly plants, cross-training workers in a variety of tasks, and organizing employees in new ways, such as self-managed teams
c. Managers must increase efficiency if they to compete successfully against companies in countries where employees are paid relatively low wages. 

2.   Increasing Quality

a. Global competition has increased the pressure upon organizations to increase the quality of their goods and services. 

b. Total Quality Management (TQM) is a management technique used to increase quality.  It involves organizing workers into quality control teams that continuously seek better ways to do their jobs and giving them responsibility for monitoring the quality of goods they produce. 

3.  Increasing Speed, Flexibility, and Innovation
a. Speed, how fast a company can bring new products to the market, often impacts its ability to effectively compete.

b.  Flexibility, the ease with which a company can change or alter the way they perform activities and respond to the actions of their competitors, often impacts its ability to effectively compete. 

c. Innovation is the process of creating new goods and services that customers want or developing better ways to produce those goods and services. Because innovation often impacts its ability to effectively compete, managers must create an organizational setting that encourages it. 

4.  Increasing Responsiveness to Customers
a. Because companies compete with each other for customers, training their employees to be responsive to the needs of customers is vital, especially for service companies.  

b. Service organizations are especially dependent on their employees to provide a high level of quality of customer service at a reasonable cost, in order to remain competitive. 
c. Many organizations achieve high levels of customer service employees by empowering customer service employees with increased amounts of authority and decision making. 


5.  Turnaround Management

Some companies are forced to face the challenge of turning around their performance by restoring a competitive advantage lost to global competitors. Turnaround management is a particularly difficult and complex task because it is done under conditions of great uncertainty.

B.  Maintaining Ethical and Socially Responsible Standards

1.  Pressure to increase performance exists at all levels of manager.  Usually, such pressure is healthy. However, too much pressure can be harmful, if it induces managers to behave unethically toward others. When managers act unethically, some people may obtain short-term gains, but in the long run the organization is hurt. 

2.  The issue of social responsibility focuses upon deciding what, if any, obligations a company has toward the people and groups affected by its activities, such as employees, customers, and its surrounding community.
Ethics in Action: The Hidden Side of Valentine’s Day
Each Valentine’s Day, millions of roses are sold in the U.S.  The price of these flowers has been dropping because their growth and cultivation is now concentrated in the poorer countries of Central and South America.  Industry watchers argue that many rose-growing companies and countries are not considering the well-being of their workers. For example, almost 60% of employees at a rose-growing company in Ecuador have reported blurred vision, nausea, headaches, asthma, and other symptoms of pesticide poisoning. Purchasers and distributors of this product need to consider the conditions under which roses are grown and the well-being of the workers who grow them. 

C. Managing a Diverse Workforce

1.  Another challenge for managers is to recognize the ethical need and legal requirement to treat human resources in a fair and equitable manner. The age, gender, race, ethnicity, religion, sexual preference, and socioeconomic makeup of the workforce present new challenges for managers. 

2.  Managers must also recognize the performance enhancing possibilities of a diverse workforce. Those who value their diverse employees not only invest in developing these employees’ skills and capabilities, they also are the managers who best succeed in promoting performance over the long run.
Focus on Diversity: People are the Source of Competitive Advantage
The Gap, a well known clothing company, ran into problems when its designers lost touch with customers and decided to design a line of unusual and garish clothing. To reverse the drop in profits that resulted, a new CEO, Mickey Pressler, who understood how important it is to study changing consumer needs was hired.  He restructured the design department by forming teams of diverse employees to investigate changing consumer needs and demographics.  Among the valuable information uncovered was the fact that baby-boomer women, who have enormous spending power, were underserved. The Gap responded by opening five Forth & Towne stores, its new chain aimed at female boomers age 35 and older.  If they prove successful, twenty more locations are planned to open in 2007.
D.  Utilizing New Information Technology and E-Commerce

Another important challenge for managers is the efficient utilization of new information technology (IT). New technologies, such as computer-controlled manufacturing and web-based IT capable of linking and enabling employees in creative ways, are continually being developed. Improved global coordination made possible by IT helps improve quality and the speed of innovation.
E.  Global Crisis Management

1. Global crises and disasters occur for three main reasons: 1) natural causes, 2) manmade causes, and 3) international terrorism and geopolitical conflicts. 

2. Because responding to a crisis provides lessons in how to plan, organize lead, and control resources, management has an important role to play in helping others respond to such traumatic occurrences. 
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