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Essentials of Management 11e Instructor’s Manual 3 Introduction

The purpose of this manual is to increase the teaching and learning value of Essentials of Management. The 
textbook is geared toward a diverse approach to teaching. Class discussion is facilitated by material in the 
body of the text and in the end-of-chapter exercises. Text materials well suited to discussion include both the 
Management in Action inserts, as well as the many case examples. End-of-chapter materials geared toward 
class discussion include questions, activities, and case problems. Each chapter contains the following material:

1 A chapter outline, along with key lecture notes. 

2 Answers to end-of-chapter discussion questions and activities, usually in the form of a comment rather 
than an absolute answer. The vast majority of end-of -chapter discussion questions call for opinions rather 
than a direct review of information in the text.  Comments are also included about self-quizzes.

3 Comments about and answers to the cases.

4 An experiential exercise not found in the text is found in all of the chapters.

The computerized testing package will allow the instructor to prepare exams on an IBM PC or compatible, 
using the questions provided in this manual. The instructor may also add new questions, edit questions, and 
delete questions.

My major recommendation for the classroom use of this text is to use the discussion questions and cases as 
topics for small-group discussions. Each group appoints a team leader who presents the group’s opinions or 
findings to the other students in the class. A 10-minute limit on group discussion seems to make optimum use 
of time. My small-group discussion procedure allows the instructor to serve as a resource person to the groups 
before they make their presentations. Sometimes the group may need help in interpreting a question or in 
determining how much freedom they have to make certain assumptions about the case or question at hand.

I encourage any instructor who would like more information about the classroom use of this text to telephone 
me at my writing and research office, (585) 442-0484. My e-mail address is ajdubrin@frontiernet.net.

—Andrew J. DuBrin

Introduction
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CHAPTER 1

The Manager’s Job
The purpose of Chapter 1 is to provide an overview of the nature of managerial work. It could be argued that the 
entire book has a similar purpose. It is therefore necessary to touch upon topics in Chapter 1 that are covered 
again in later chapters. The chapter provides information on key managerial topics such as (a) the meaning of 
the term manager, (b) an overview of the process of management, (c) a discussion of managerial roles, and (d) 
a summary of the major developments in the evolution of management thought.

LEARNING OBJECTIVES

1 Explain the term manager and identify different types of managers.

2 Describe the process of management, including the functions of management.

3 Describe the various managerial roles.

4 Identify the basic managerial skills and understand how they can be developed.

5 Identify the major developments in the evolution of management.

CHAPTER OUTLINE AND LECTURE NOTES
Managers play a vital role in society—they pull together resources to get important things accomplished.

WHO IS A MANAGER?

A manager is a person responsible for the work performance of group members. He or she has the formal 
authority to commit organizational resources. Management is the process of using organizational resources 
to achieve organizational objectives through the functions of planning, organizing and staffing, leading, and 
controlling.

A. Levels of Management

Managerial jobs are typically divided into three levels:

1 Top-Level Managers. Top-level managers, or executives, are empowered to make major decisions affecting 
the present and future of the firm. C-level manager is a term to describe top-level managers because they 
usually have chief in their title. About one percent of jobs in organizations are truly executive positions.

A few of the recent c-level positions often found in large organizations are (a) chief culture officer, (b) chief 
transformation officer, and (c) chief privacy officer.

2 Middle-Level Managers. Middle-level managers are the layer between top- and first-level managers. Much 
of their work involves the coordination of work, and the dissemination of information. Middle-management 
jobs have declined in numbers as many organizations have downsized but they still play a major role in 
operating an organization.



Essentials of Management 11e Instructor’s Manual 5 Chapter 1 The Manager’s Job

3 First-Level Managers. Managers who supervise operatives are referred to as first-level managers or 
supervisors. Supervisory jobs have been upgraded in many organizations as a result of reducing the number 
of layers of management. The current emphasis on productivity and cost control has also upgraded the 
supervisory role. The vast majority of students taking this course have at one time reported to a first-level 
manager (supervisor).

TYPES OF MANAGERS

Managerial jobs can be divided into functional and general managers, administrators, entrepreneurs and 
small-business owners, and team leaders.

A. Functional and General Managers

Functional managers supervise the work of employees engaged in specialized activities, such as accounting and 
quality control. General managers are responsible for the work of several different groups performing a variety 
of functions. Company presidents and division heads are general managers. Key tasks of general managers 
include shaping the work environment and crafting a strategic vision.

B. Administrators

An administrator is a manager who works in a public or nonprofit organization (including educational 
institutions) rather than in a business firm. The fact that individual contributors in nonprofit organizations are 
sometimes referred to as administrators often causes confusion.

C. Entrepreneurs and Small-Business Owners

Entrepreneurs are people who begin a new business based on an innovative idea for a product or service. A 
small-business owner operates a small business that is not necessarily entrepreneurial (innovative). A major 
characteristic of both entrepreneurs and small-business owners is their passion for their work.

D. Team Leaders

A team leader coordinates the work of a small group of people, while acting as a facilitator and catalyst. 
Team leaders are found at many organizational levels, and are also referred to as project managers, process 
managers, and task-force leaders.

All of the managerial jobs describe above vary considerably on the demands placed on the job holder, such as 
some CEO jobs more demanding and stressful than others.

THE PROCESS OF MANAGEMENT

Managerial work can be regarded as a process, a series of actions that brings about a goal. To achieve that 
objective, the manager uses resources and carries out the four managerial functions.

A. Resources Used by Managers

Managers use four types of resources:

1 Human Resources. Human resources are the employees needed to get the job done.

2 Financial Resources. Any money used by the organization is classified as a financial resource.
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3 Physical Resources. Physical resources are the firm’s tangible goods and real estate, including raw materials, 
office space, production facilities, office equipment, and vehicles.

4 Information Resources. Data used to accomplish the job are classified as information resources.

As originally designated by Peter Drucker, managers are knowledge workers and therefore rely heavily on 
information resources. Managers must convert data into information which is not an easy task.

B. The Four Managerial Functions

The classical, or standard, functions of management remain a useful way of understanding management.

1 Planning. Planning involves setting goals and figuring out ways of reaching them. Planning is the central 
function of management.

2 Organizing and Staffing. Organizing is the process of making sure the necessary human and physical resources 
are available to carry out a plan and achieve organizational goals. Staffing involves ensuring there are the 
necessary human resources to achieve organizational goals. Hiring is a typical staffing activity. (Organizing 
and staff is now often referred to as talent management.)

3 Leading. Leading is the managerial function of influencing others to achieve organizational objectives. 
Leadership is the interpersonal aspect of management. According to Henry Mintzberg, effective leaders 
develop the sense of community or shared purpose that is essential for cooperative effort in all organizations. 
Leaders also execute.

4 Controlling. Controlling is the managerial function of ensuring that performance conforms to plans. 
Controlling involves comparing actual performance to a predetermined standard. Computerized controls 
are widely used.

Managerial level influences how much time managers spend on the four managerial functions. Executives 
spend more time on strategic (high-level and long-range) planning than do middle- or first-level managers. 
First-level managers spend the most time in face-to-face leadership of employees.

THE SEVENTEEN MANAGERIAL ROLES

A role is an expected set of activities or behaviors stemming from one’s job. Roles are another important way 
of understanding managerial work.

A. Planning

The two planning roles are strategic (long-range and high-level) planner and operational (day-by-day) planner.

B. Organizing and Staffing

Five roles fit the organizing function: organizer, liaison, staffing coordinator, resource allocator, and task 
delegator. Talent management is included in the organizing and staffing roles.

C. Leading

Eight roles are part of the leadership function: motivator and coach, figurehead, spokesperson, negotiator, team 
builder, team player, technical problem solver, and entrepreneur.
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D. Controlling

The monitoring role is virtually identical to controlling. The disturbance handler role can also be classified as a 
controlling role because it brings disruptions back in line.

E. Managerial Roles Currently Emphasized

Managerial work has shifted substantially away from the controller and director role to that of coach, facilitator, 
and supporter. Many managers today work as partners with team members to jointly achieve results.

F. The Influence of Management Level on Managerial Roles

A manager’s level of responsibility influences which roles he or she is likely to engage in most frequently. For 
example, the most important roles for top-level managers are liaison, spokesperson, figurehead, and strategic 
planner.

G. Management as a Practice

Management is more of a practice, than a science or profession. Managers sometimes make use of systematic 
knowledge, yet they also rely on the intuition that stems from experience. Management is not a profession in 
the sense of being a licensed occupation such as law, medicine, or electrician. Another point of view is that to 
gain public trust, management needs to become a profession that follows an ethical code.

Management could become more professionalized with the use of evidence-based management, the 
systematic use of the best available evidence to improve managerial practice. To use this approach, managers 
would rely on both scientific evidence as well as local business evidence.

THE FIVE MANAGERIAL SKILLS

To be effective, managers need to possess technical, interpersonal, conceptual, diagnostic, and political skills.

A. Technical Skill

Technical skill involves an understanding of and proficiency in a specific activity that involves methods, 
processes, procedures, or techniques. Budget preparation is an example of a technical skill. Technical skills are 
often referred to as hard skills.

B. Interpersonal Skill

Interpersonal (or human relations) skill is the manager’s ability to work effectively as a team member and 
to build cooperative effort in the unit. Communication skills are an example of an important interpersonal 
skill. An interpersonal skill that has recently captured attention is empathy, the ability to understand another 
person’s point of view. Many managers at all levels ultimately fail because their interpersonal skills are not 
good enough for the demands of the job.

C. Conceptual Skill

Conceptual skill is the ability to see the organization as a total entity (the “big picture”). Strategic planning 
requires conceptual skill. The need for conceptual skill continues to grow.
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D. Political Skill

Political skill is the ability to acquire the power necessary to reach objectives. Managers high in political 
skill possess a keens sense of astuteness and understanding of people. Negotiating and forming alliances are 
examples of political skills. Political skill should be regarded as a supplement to job competence and other 
basic skills.

E. Diagnostic Skill

Diagnostic skill involves investigating a problem and then choosing a course of action to solve it.

DEVELOPMENT OF MANAGERIAL SKILLS

Experience and education—including formal training—are both important for the development of management 
skills. You can learn managerial concepts from a book, or lecture, and then apply them using the general 
learning model: (1) conceptual knowledge and behavioral guidelines; (2) conceptual knowledge demonstrated 
by examples; (3) skill-development exercises; (4) feedback on skill utilization, or performance, from others; and 
(5) frequent practice of what you have learned, including making adjustments from the feedback.

We emphasize again that experience is important for the development of management skills. Yet experience is 
likely to be more valuable if it is enhanced with education. Developing managerial skills is important because 
the workplace keeps changing.

THE EVOLUTION OF MANAGEMENT

Management as a practice has an almost unlimited history. As a formal study, management began in the 1700s 
as part of the Industrial Revolution.

A. The Classical Approach to Management

The classical approach to management encompasses scientific management and administrative management. 
The focus of scientific management was on the application of scientific methods to increase individual 
workers’ productivity.

Administrative management was concerned primarily with how organizations should be managed and 
structured. One of the key contributions of the classical school has been to study management from the 
framework of planning, organizing, leading, and controlling. Alfred D. Chandler J., the Harvard University 
business historian, was a key figure in promoting the importance of the classical approach to management. 
His famous thesis is that a firm’s structure is determined or chosen by its strategy; otherwise the firm becomes 
inefficient.

The contribution of African Americans to the evolution of management thought is represented by the work 
of Charles Clinton Spaulding who in 1927 identified the eight fundamental necessities of management: (1) 
cooperation and teamwork; (2) authority and responsibility; (3) division of labor; (4) adequate manpower; (5) 
adequate capital; (6) feasibility analysis; (7) advertising budget; and (8) conflict resolution.
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B. The Behavioral Approach

The behavioral approach to management emphasizes improving management through the psychological 
makeup of people. The theme of the behavioral (or human resources) approach is to focus on understanding 
people. Three direct cornerstones of the human resources approach are the Hawthorne studies, Theory X and 
Theory Y, and Maslow’s need hierarchy.

1 The Hawthorne Studies. Workers in the Hawthorne experiments reacted positively because management 
cared about them. The Hawthorne effect is the tendency of people to behave differently when they receive 
attention because they respond to the demands of the situation.

2 Theory X and Theory Y of Douglas McGregor. Theory X is a set of traditional assumptions about people. 
Managers who hold these assumptions are pessimistic about workers’ capabilities. They believe that workers 
dislike work, seek to avoid responsibility, are not ambitious, and must be supervised closely. Theory Y is an 
alternative and optimistic set of assumptions.

3 Maslow’s Need Hierarchy. Maslow suggested that humans are motivated by efforts to satisfy a hierarchy 
of needs, ranging from basic needs to those for self-actualization, or reaching one’s potential. The need 
hierarchy prompted managers to think about ways of satisfying a wide range of worker needs to keep them 
motivated.

C. Quantitative Approaches to Management

The quantitative approach to management is a group of methods to managerial decision making that is 
based on the scientific method. Frequently used quantitative tools and techniques of the quantitative approach 
include statistics, linear programming, network analysis, decision trees, and computer simulations. Frederick 
Taylor’s work provided the foundation for the quantitative approach to management. However, operations 
research stemming from World War II is the true beginning of quantitative approaches to management.

The current emphasis on Big Data and analytics is a manifestation of the quantitative approach to management. 
Big Data refers to the collection of enormous amounts of data in order to find patterns and insights that are 
useful in marketing products, and dealing with customers and employees. Analytics is about making use of 
data and statistics to gain insight into and organization’s practices, and thereby improve planning. Analytics 
can use Big Data, as well as smaller amounts of data.

D. The Systems Perspective

The systems perspective is a way of viewing problems more than a specific approach to management. It is 
based on the concept that an organization is a system, or an entity of interrelated parts. If you adjust one 
part of the system, other parts will be affected automatically. From a systems viewpoint, the organization also 
interacts with the outside world, transforming inputs (such as money and material) into outputs (such as 
products and services). Two other systems concepts are important. Entropy is the tendency of a system to run 
down and die if it does not receive fresh inputs from its environment. Synergy means that the whole is greater 
than the sum of its parts.

E. The Contingency Approach

The contingency approach of management emphasizes that there is no one best way to manage people or 
work. A method that leads to high productivity or morale in one situation may not achieve the same results 
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in another. The contingency approach is derived from the study of leadership and organization structures. 
Common sense also contributes heavily to the contingency approach.

F. The Information Technology and Social Media Era

The information technology era began in the 1950s with data processing. By the late 1980s, the impact of 
information technology and the Internet began to influence how managers manage work and people. Two 
economists report that the impact of the Internet on business is similar to the impact of electricity at the 
beginning of the 20th century. Information technology has modified the work of managers in many ways, 
particularly in communications with employees and customers. Social media also influence communicating 
with employee and customers.

G. The Fourth Industrial Revolution

The Fourth Industrial Revolution is an economy fueled by the mobile Internet, automation, and artificial 
intelligence. The new Industrial Revolution can be considered part of the evolution of management because of 
its heavy impact on management practice. A key component of the Fourth Industrial Revolution is artificial 
intelligence (AI), the ability of a computer program or machine to think and learn in a manner that emulates 
human intelligence. Thomas W. Malone predicts that as AI becomes more dominant in organizations, the 
manager will be a facilitator of different groups of people performing nonroutine work. 

The history of management is being written each year in the sense that the practice of management continues 
to evolve. As you study this book and listen to associated lectures, you will learn more about the new era in 
management.

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 In addition to a paid job, where else might a person develop managerial experience?

Many unpaid opportunities for managerial experience are available in such settings as managing an athletic 
team. (Any Little League manager can develop experience in managing difficult people in working with the 
parents!) Community activities including religious organizations can be a source of managerial experience. 
Clubs, fraternities, and sororities can also provide management experience.

2 In recent years, many employers seek out technically trained job candidates who have also studied management. 
What advantages do you think employers see in a technical person studying management?

Many technical jobs today also require and understanding of business, and how to work well with people. So, 
management knowledge is a big asset for technical people. Many managers believe that there are relatively 
few technical jobs that do not require interaction with people or understanding the business implications 
of the technical work.

3 Why do large companies encourage many of their employees to “think like an entrepreneur”?

Large companies want many of their employees to engage in such entrepreneurial behaviors as taking 
prudent risks, looking for new ventures, and being totally dedicated to the company. Part of the reasoning is 
that a company with entrepreneurially-minded employees will be more competitive.
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4 During weather emergencies, such as a severe ice storm, some companies send out an alert that only “essential” 
employees should report to work. Explain why managers should or should not stay home on such emergency 
days.

Unless the manager has a group of highly competent, self-managing group members the manager should 
certainly be at work on emergency days. Also, during a crisis, workers need decisive leadership more than 
ever.

5 Why might evidence-based management make an organization more competitive?

If many managers within the organization used evidence-based management, they would more likely 
achieve good results with their initiatives. In turn, the organization would achieve better results, thereby 
being more competitive. Suppose managers throughout the organization used positive reinforcement to 
motivate employees toward higher productivity. Evidence indicates that positive reinforcement is an 
effective motivator. As a result, more employees would be more productive leading to a more productive, 
competitive company.

6 Why haven’t loads of managers been replaced by apps and other software?

It is difficult to automate a manager’s job because the manager engages in so many unpredictable activities. 
Visualize middle-manager Suzanne who might be working on a budget in the morning, disciplining a poor 
performing employee in the early afternoon, and then building relationships with other workers later in the 
afternoon. Suzanne’s activities involving relationships with people would be the most difficult to replace by 
software. 

7 Describe any way in which your life has been changed by AI so far.

For most people the changes in their life brought about by AI have been subtle rather than dramatic. Among 
the possible changes might have been introductions to products or services via Internet that they were not 
specifically looking for, and providing spoken commands to a customer-service telephone menu. For some 
people in managerial positions, AI might have provided them more options when making decisions.

COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

My Managerial Role Analysis (In Chapter – Figure 1-4)

Many students will be surprised to see how many managerial roles they have already sampled in work or 
personal life. The general role of being a parent provides some opportunity to carry out the managerial roles, 
including coaching a child. As with most self-assessments, a major potential value is the opportunity to relate 
many specific behaviors to one’s own activities. For example, in the self-assessment at hand a student might 
come to realize that his or her negotiating experience will be helpful to him or her as a manager.

Identifying Managerial Roles (End of Chapter – Skill-Building Exercise 1-A)

Most managers can relate their work to many of the seventeen roles, thus increasing the chances that students 
will find this to be a successful exercise.
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Managerial Skills of Athletic Coaches (End of Chapter – Skill-Building Exercise 1-B)

A caution in this exercise is that students need to focus on skills rather than functions or roles in developing 
answers. Managerial skills are essential for a successful coach, so this exercise should prove to be instructive. 
Going beyond the readily apparent, a news story analysis or quote will sometimes reveal the conceptual skill of 
a coach, such as the coach revealing the game strategy he or she used to win. A basketball coach might reveal 
after a win that he or she decided to shift to a man-to-man defense because the other team had a few very good 
outside shooters.

What Kind of Information Technology Skills Do Managers Need?  
(Internet – Management Now—Online Skill-Building Exercise)

The content output from this assignment may be valuable. Most people taking this course already possess 
many useful information technology skills, so it will be particularly useful to get some insight into which IT 
skills appeared to be needed in this brief sampling of job descriptions. For example, a qualification might be 
the ability to use spreadsheets to analyze problems, or make sense of analytics downloaded from the Internet.

ANSWERS TO CASE QUESTIONS

Kevin Needs to Justify His Position (Case Problem 1-A)

This first case in the book illustrates how important it can be to understand a middle manager’s position to the 
well-being of an organization.

1 If you were Kevin, how seriously would you take the demand to justify the necessity of your position in the 
company?

Kevin should take the demand to justify his position quite seriously. Many organizations undergo a “strategic 
review” of their organization to see what positions, and what products and services are making a positive 
contribution to the company.

2 What suggestions can you offer Kevin to help him justify his position as “manager, contingent workforce”?

Kevin should focus on the reality that the contingent workforce is the heart of Clean Planet Forever. Unless 
the company has competent people picking up trash, the company will rapidly lose customers. If Kevin 
could demonstrate that Clean Planet has a smaller turnover rate the do competitors, he could justify his 
position quantitatively.

3 What do you think of the idea of Kevin making a PowerPoint presentation to upper management to help defend 
his position?

Despite all the negative comments made about PowerPoint presentations, they are still widely used and 
expected in organizations. The presentation could possibly demonstrate that Kevin is quite serious about 
his contribution to the organization. If Kevin can include some data justifying his contribution to Clean 
Planet, the PowerPoint presentation will be all the more impressive.
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The Uber Drivers and Their Algorithm Bosses (Case Problem 1-B)

This case illustrates how the use of Artificial Intelligence in the form of algorithms can create challenges for 
workers and managers if not implemented with sensitivity. 

1 To what extent should Uber management take seriously a study like this about drivers being controlled by 
algorithms?

Management should take the study seriously because it appears to have been conducted with a group of 
rational and thoughtful drivers. 

2 What, if anything, should Uber management do to build human contact into the job of the Uber driver?

The limited human contact with other drivers and with a supervisor appears to be a valid problem. If regional 
managers exist, they should establish a quota for having telephone contact with drivers, even one brief call 
per week. It might also be possible to have one 15-minute faced-to-face contact per month with each driver

3 What recommendations do you have for Uber management to deal with the perception of Uber drivers that they 
are under too much surveillance by algorithms?

Uber management might engage in collective decision making to discuss how to lighten some of the 
surveillance. A brief survey of drivers about which specific types of surveillance are the most annoying might 
provide useful information to management. 

EXPERIENTIAL EXERCISE

Motives for Becoming or Not Becoming a Manager

Motives for becoming a manager are quite varied. Ask class members to spend several minutes thinking 
through why they want to become a manager, or perhaps whey they do not want to become a manager. We 
assume that the vast majority of students taking the course do want to become managers. After the self-analysis 
is completed, about 10 volunteers might be asked to make a three-minute presentation of their reasons for 
wanting to become, or not become, a manager. Or, the entire class might be asked to participate. After the 
presentations are completed, several discussion questions are asked:

1 What are the two major reasons class members want to become managers?

2 How realistic are these reasons?

3 What are the two major reasons class members do not want to become managers (assuming any students 
express this sentiment).
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CHAPTER 2

Ethics and Corporate  
Social Responsibility
The purpose of this chapter is to familiarize the student with key issues in ethics and social responsibility. To 
accomplish this purpose, we describe topics such as the philosophical principles behind business ethics and 
a guide to ethical decision making. The chapter explains social responsibility from such perspectives as the 
stakeholder viewpoint and social responsibility initiatives. Finally, we look at the payout from being ethical and 
socially responsible.

LEARNING OBJECTIVES

1 Identify the philosophical principles behind business ethics.

2 Explain how values relate to ethics.

3 Identify factors contributing to lax ethics, and common ethical temptations and violations.

4 Apply a guide to ethical decision making.

5 Describe the stakeholder viewpoint of social responsibility, and the triple bottom line.

6 Present an overview of corporate social responsibility initiatives.

7 Summarize how managers can create an environment that fosters ethically and socially responsible behav-
ior, promote such behavior, and the benefits of such activity.

CHAPTER OUTLINE AND LECTURE NOTES
Knowing about business ethics and social responsibility should help the student achieve good performance in 
these two important aspects of business life.

BUSINESS ETHICS

Ethics is the study of moral obligation, or separating right from wrong. Also, ethics can be regarded as the 
vehicle that converts values into action. Unethical acts can be legal or illegal. Customers and suppliers prefer to 
deal with ethical companies. Moral intensity is the magnitude of an unethical act. People are often unethical 
about small matters, such a making a photocopy for personal use.

A. Philosophical Principles Underlying Business Ethics

When attempting to decide what is right and wrong, managerial workers can focus on (1) consequences, (2) 
duties, obligations, and principles, or (3) integrity.

1 Focus on Consequences and Pragmatism. According to utilitarianism, if nobody gets hurt, the decision is 
ethical. Closely related is pragmatism, the belief that there are no absolute principles or standards, no 
objective truth, and no objective reality. “Truth” is whatever works, or helps you attain the goals you want.
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2 Focus on the Rights of Individuals (Deontology). According to deontological theory, people must examine 
their duties when making a decision. The deontological approach is based on universal principles such as 
honesty, fairness, justice, and respect for persons and property. Rights, such as the rights to privacy and 
safety, are also important.

3 Focus on Integrity (Virtue Ethics). If the person in question has good character, and genuine motivation and 
intentions, he or she is behaving ethically. The decision maker’s environment helps define integrity. The 
virtue ethics of managers and professionals who belong to professional societies can be readily judged. All 
three philosophical approaches might be necessary when facing a complex ethical decision.

Virtue is the human inclination to feel, think, an act in ways that express moral excellence and that 
contribute to the common good. A virtuous manager would be a role model for others and provide output 
that helps many people. 

When faced with a complex ethical decision, you are best advised to incorporate all three philosophical 
approaches. You might think through the consequences of a decision, along with an analysis of duties, rights, 
principles, and intentions.

VALUES AND ETHICS

Values are clear statements of what is critically important. Ethics become the vehicle for converting values 
into action, or doing the right thing. A firm’s moral standards and values help guide ethics in decision making. 
A person’s values also influence which kind of behaviors he or she believes are ethical. Ethically-centered 
management emphasizes that the high quality of an end product takes precedence over its scheduled 
completion. A product or service would therefore not be delivered until its bugs were eliminated. The concept 
of ethically-centered management is helpful in understanding what when wrong in the many product recalls. 
The product developers and manufacturers might have been given such a tight deadline for product delivery 
that a thorough, filed-tested inspection was not possible.

SOURCES OF UNETHICAL DECISIONS AND BEHAVIOR

Ethical problems remain a major concern in the workplace.

1 Individual Characteristics. Self-interest can influence ethics, often taking the form of greed and gluttony, or 
the desire to maximize self-gain at the expense of others. People might also have unconscious biases that lead 
them to behave in unjust ways toward others. A pervasive reason for unethical behavior is rationalization, 
or making up a good excuse for poor ethics. For example, a person might reason that other people are also 
cheating on expense accounts. Job dissatisfaction can also contribute to unethical behavior. Some people 
are unethical because they morally disengage, or think in such a way as to avoid being moral without feeling 
distress. 

2 The Nature of the Moral Issue. The moral intensity of the issue is a driver of unethical behavior, with many 
people willing to behave unethically when the issue does not appear serious. Another issue-related driver of 
unethical behavior is moral laxity, a slippage in moral behavior because other issues seem more important 
at the time.

3 The Ethical Climate in the Organization. Another major contributor to unethical behavior is an organizational 
climate that condones such behavior. A group of case histories of unethical behavior in business detected 
the underlying theme of a management culture that fostered ethical misdoing even when the organization 
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espoused a code of ethics. Unethical behavior is often triggered by pressure from higher management to 
achieve goals.

An unethical decision or behavior can sometimes stem from a combination of individual, issue-related, 
and organizational factors. The analysis of the Toyota recalls is relevant here, as described in the text.

FREQUENT ETHICAL VIOLATIONS

Certain ethical violations, including illegal actions, recur in the workplace, as follows:

1 Stealing from employers and customers.

2 Illegally copying software.

3 Treating people unfairly (discrimination and prejudice).

4 Sexual harassment.

5 Conflict of interest. A conflict of interest occurs when judgment or objectivity is compromised.

6 Accepting kickbacks and bribes for doing business with another company.

7 Divulging confidential information (violating trust).

8 Misuse of corporate resources.

9 Extracting extraordinary compensation from the organization.

10 Corporate espionage.

11 Poor cyberethics.

BUSINESS SCANDALS AS ETHICAL VIOLATIONS

The best-known scandals are associated with infamous executives. Yet scandals are also perpetuated by 
hundreds of players including Internet fraud including identity theft and work-at-home scams. Among the 
financial and personal consequences of major financial scandals have been mammoth job losses, the wiping 
out of pension funds, huge investment losses by individuals, and the bankruptcy of vendors who supplied the 
companies that went bankrupt.

Two well-publicized scandals are (a) the emission cheating scandal of Volkswagen, and (b) the Wells Fargo 
bogus customer accounts.

A GUIDE TO ETHICAL DECISION MAKING

Ethical decision making can be improved by running the contemplated decision through an ethics test, such as 
that used at the Center for Business Ethics:

1 Is it right?

2 Is it fair?

3 Who gets hurt?

4 Would you be comfortable if your decision were exposed publicly?

5 Would you tell your child (or young relative) to do it?

6 How does it smell?
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Another type of decision that often requires an ethical test is choosing between two rights (rather than right 
versus wrong). An example would be laying off a poorly-performing worker who is blind. Students might be 
challenged to find good examples of choosing between two rights.

II. CORPORATE SOCIAL RESPONSIBILITY
Many people argue that organizations have an obligation to respond to the needs of groups in society other 
than owners and stockholders. Corporate social responsibility is the idea that firms have an obligation to 
society beyond their economic obligations to owners or stockholder and beyond those prescribed by law or 
contract. Both ethics and social responsibility relate to the goodness or morality of organizations.

Many socially responsible actions are the byproducts of sensible business decisions. For instance, it is both 
socially responsible and profitable for a company to improve the language and math skills of entry-level 
workers and invest in local schooling. A practical problem in practicing corporate social responsibility is that 
not all interested parties agree on what constitutes responsible behavior.

STOCKHOLDER VERSUS STAKEHOLDER VIEWPOINTS

The traditional perspective is the stockholder viewpoint—that business organizations are responsible 
only to their owners and stockholders. The stakeholder viewpoint of social responsibility contends that 
organizations must hold themselves responsible for the quality of life of the many groups affected by the 
organization’s actions. Many organizations regard their various stakeholders as partners in achieving success, 
rather than as adversaries. Stakeholders differ in their power, legitimacy, and urgency (such as stakeholders 
chaining themselves to a factory fence).

1 Triple Bottom Line: Profits, People, and the Planet. A comprehensive perspective about corporate social 
responsibility is for an organization to focus on the triple bottom line. Organizations should prepare three 
different and separate bottom lines: the corporate bottom line, people in terms of their well-being, and the 
planet, referring to the triple bottom line.

CORPORATE SOCIAL RESPONSIBILITY INITIATIVES

Some organizations are being socially responsible by creating more opportunities for diverse groups, as 
described in Chapter 3. Here we describe other social responsibility initiatives.

1 Creating a Desirable Workplace. Creating a comfortable, pleasant, an intellectually stimulating work environ-
ment is a socially responsible initiative that directly affects employees’ well-being. 

2 Work and Personal Life Balance Programs. A major social responsibility initiative is for organizations to 
establish programs that facilitate employees balancing the demands of work and personal life. The intent is 
to help employees lead a more balanced life, and be more satisfied and productive on the job.

3  Creating Job Opportunities for Unemployed People in Poor Neighborhoods. Creating job opportunities includes 
providing the necessary training in job skills and attitudes toward work that help people become better 
qualified job candidates. 
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4  Environmental Protection and Sustainability. A major corporate thrust toward ethical and socially responsible 
behavior is for business firms to be green, or make a deliberate attempt to create a sustainable environment.  

 ■ Commit to low carbon dioxide emissions, as well as other hazardous emissions.

 ■ Develop a green supply chain.

 ■ Make sustainability and eco-friendly policies part of your business plan. (An advanced approach here is to 
create the executive position of chief sustainability officer.)

 ■ Implement a four-day workweek. (Less gasoline used, less carbon dioxide emissions if people don’t drive 
more on weekday off.)

 ■ Invest heavily in recycling. (Manufacturing and selling products made from recycled materials helps 
here.)

5 Philanthropy. A standard approach to social responsibility is to donate money to charity and various other 
causes. The new breed of philanthropist studies each charitable cause as he or she would a potential business 
investment, seeking maximum return in terms of social impact.

6  Acceptance of Whistleblowers. A whistleblower is an employee who discloses organizational wrongdoing to 
parties who can take action. More than half the time, whistleblowers are ignored. The manager needs the 
insight to sort out the difference between a troublemaker and a true whistleblower.

III. CREATING AN ETHICAL AND SOCIALLY RESPONSIBLE WORKPLACE
Managers can develop strategies and programs to enhance ethical and socially responsible attitudes.

A. Formal Mechanisms for Monitoring Ethics

The majority of companies with 500 or more employees have ethics programs of various types. Large 
organizations frequently set up ethics committees to help ensure ethical and socially responsible behavior. 
The Lockheed Martin Corporation’s ethics and compliance program has received much favorable publicity. It 
includes multiple channels for raising questions and voicing concerns, such as an ethics hotline.

B. Written Organizational Codes of Conduct

Written codes of conduct  require people to conduct themselves with integrity and candor. A helpful example 
is the Kraft Heinz code of ethics that contains 12 short rules of ethical behavior that all employees must follow, 
accompanied by implementation instructions. 

C. Widespread Communication about Ethics and Social Responsibility

Extensive communication about the topic reinforces ethical and socially responsible behavior. Top management 
can speak widely about the competitive advantage of being ethical and socially responsible. Discussing ethics 
and social responsibility in small groups is helpful.

D. Leadership by Example and Ethical Role Models

A high-powered approach to enhancing ethics and social responsibility is for members of top management to 
behave in such a manner themselves. Leading by example is particularly useful in encouraging ethical behavior 
because it provides useful role models. Employees are influenced by the people they work with every day. In 
contrast, top executives are distant figures who the worker rarely observes directly.
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E. Encouragement of Confrontation about Ethical Deviations

Unethical behavior may be minimized if every employee confronts anybody seen behaving unethically. This 
approach encourages workers to ask about the ethical implications made by others in the firm.

F. Training Programs in Ethics and Social Responsibility

Forms of training include messages about ethics from executives, classes on ethics at colleges, and exercises in 
ethics. A current approach is to conduct ethics training through e-training and videos about ethics, followed 
by small-group discussion with a manager often leading the discussion group.

SOCIAL ENTREPRENEURSHIP

Social entrepreneurship is an entrepreneurial approach to social problems such as homelessness, 
contaminated drinking water, and extreme poverty. A key aspect of social entrepreneurship in contrast to 
entrepreneurship in general is that social entrepreneurship addresses important social needs in a way that is 
not dominated by direct financial payoffs to the entrepreneur.

BENEFITS DERIVED FROM ETHICS AND SOCIAL RESPONSIBILITY

Despite potential costs from being ethical and socially responsible, socially responsible behavior appears to 
be cost-effective. Research demonstrates that companies that focus on the social and environmental bottom 
line in addition to the financial bottom line generates greater shareholder values on average of the mid-to-long 
term. 

An analysis of companies that practice sustainability found that their activities linked to cash flow in such 
ways as facilitating top-line growth, increasing employee productivity, and optimizing investments and 
capital expenditures. Being ethical also helps avoid the costs of paying huge fines for being unethical. Socially 
responsible acts can often attract and retain socially responsible employees.

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 A frequent use of Zillow is to find out the value of a neighbor’s or friend’s house. To what extent do you think 

Zillow facilitates “spying on” neighbors and friends?

Many students will probably think Zillow and similar websites do encourage spying or at least snooping 
about neighbors and friends. Many homeowners are uncomfortable with this practice. Checking out home 
values of friends and neighbors is similar to looking for public information about their salary or net worth.  

2 What is your reaction to the following statement made by many business students? “It may be nice to study 
ethics, but in the real world the only thing that counts is money.”

These business students are expressing the stockholder viewpoint held by many people. What this perspective 
overlooks is that practicing good ethics will often help a business organization survive and prosper, including 
attracting a larger number of potential employees.
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3 Some people believe that a parent should be able to take a child to work on a given day when childcare is not 
available. What is your opinion on this issue?

It seems socially responsible to allow a parent to take a child to work on a rare day when childcare is not 
available. Yet it is also socially responsible to recognize that the parent is likely to have low productivity 
that day, and that co-workers will be distracted, and perhaps annoyed. (Note that this question is about a 
different issue than the “Take-your-child-to-work-day” in many companies.)

4 The Vitium Global Fund  is a mutual fund that favors products or services often considered socially irresponsible, 
including investments in tobacco, alcoholic beverages, gambling companies, as well as defense contractors. 
Discuss whether you would be willing to invest in this fund (its returns vary considerably).

Values enter clearly into responses to this question. My experience with students who are either business 
majors or taking a management course in the college of business are favorably included toward The Vitium 
Fund. Several students pointed out that all the companies in which the fund invests are legal entities. Also, 
many students like tobacco products, alcoholic beverages, and gambling. However, some students do oppose 
the ethics of Vitium. 

5 What do you think of the ethics of a CEO making public announcements about his/her political preferences, such 
as why he/she favors one candidate for president of the United States? 

More and more prominent CEOs are expressing political preferences for the candidate for president of the 
United States, and even making know their political donations. A possible ethical issue is that these CEOs 
are putting too much pressure on employees to go along with their beliefs, even though the employees are 
not being told who to vote for.  

6 Get together with a group of people and rank the occupations listed next in terms of your perception of their 
ethical reputation. The most ethical occupation receives a rank of one. (The list that follows is presented in 
random order.) Use the average rank of the group members if consensus is not reached.

___ Cosmetic (plastic) surgeon) ___ Business school professor
___ Computer coder ___ Family court judge
___ Business executive, major firm ___ Small-business owner
___ Criminal lawyer ___ New car sales representative
___ Veterinarian for domestic animals ___ Stockbroker/financial consultant

Comparing ranks across groups should prove interesting. Of particular interest will be the ranking of the 
business executive, major firm. Many business students do not perceive business executives to be highly 
ethical.

7 To avoid getting trapped in the politically-charged argument of whether global warming really exists and to 
defend its initiatives for reducing carbon dioxide emissions, a company will say, “Cleaning up the environment 
is a good idea in its own right, whether or not we truly have global warming.” What do you think of the preceding 
argument?

The argument for having a clean environment whether or not global warming exists is valid. A clean 
environment offers such diverse advantages as the existence of fewer pollutants that can make people ill, a 
more esthetic appearance, the preservation of vegetation, and the avoidance of fines for creating pollution. 
In a few industrial cities the air is so polluted that thousands of people feel compelled to wear masks while 
walking the streets.
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COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

The Ethical Reasoning Inventory (In Chapter – Figure 2-1)

As with many of the self-evaluation questionnaires in the text, the individual items are designed to give the 
reader insight into the dimension of behavior being measured. An approach I have used successfully with 
questionnaires such as the Ethical Reasoning Inventory proceeds as follows: After students have scored the 
questionnaire, each student in turn comments on his or her results, and how accurate the score appears to 
be. Students, however, do not have to reveal their score. Nevertheless, none of my students have expressed 
discomfort about revealing their scores to classmates.

Ethical Decision Making (End of Chapter – Skill-Building Exercise 2-A)

A good chance exists that student groups will arrive at different conclusions about the ethics of the budget 
furniture, and whether or not it is ethical to offer the Bistro Shrimp Pasta to the public. Both ethical problems 
also involve social responsibility issues. One issue is “Should a company do business with a company that 
hires prison labor to save money, even it means not doing business with a firm that hires from the traditional 
workforce?” Another is “Does a company have a social obligation to minimize the chances that customers 
will eat food that could harm them?” The extreme liberal position would be that if the company most avoid 
offering any food product that is potentially harmful because it could encourage obesity and heart disease. The 
libertarian view is that adults can make their own choices about food.

Dealing with the Homeless (End of Chapter – Skill-Building Exercise 2-B)  

This assignment can work well because the homelessness problem continues to surge in large cities. At the 
same time, the topic is politically charged with city government policies being charged with establishing and 
implement policies that foster homelessness. Given that all the thought invested in the problem of homelessness 
has not yet reached a widely-accepted solution, this is a tough assignment. Here the students are looking for 
a company solution, not the development of public policy. A tentative solution that might lead to a positive 
response to the three questions would be for the company to provide free bus or van service to the homeless 
that would take these people to a public shelter. 

Creating Employment in Poor Neighborhoods (Internet – Management Now—Online Skill-Building Exercise)

Here is an Internet search of a topic that is not well publicized although many people agree that the most 
effective path from poverty is job creation. If it is difficult to find more than one or two examples of large 
organizations creating employment in poor neighborhoods, the student might ask why. Are their enough 
qualified employees available? Is neighborhood crime perceived to be a problem?
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ANSWERS TO CASE QUESTIONS

JUST, Inc. Wants to Revolutionize the Egg Industry (Case Problem 2-A)

This case illustrates the complexity of ethics and social responsibility, and how a company accused of ethical 
violations might be able to rebound.

1 What, if any, ethical violations do you think JUST, Inc. committed?

When the company was Hampton Creek it apparently committed major ethical violations. Requiring 
employees to purchase Just Mayo to inflate sales figures would be considered a “dirty trick” by many. The 
FDA charges of inaccurate health and nutrition claims suggests unethical behavior. The Target concerns 
about product safety also suggest unethical behavior. 

2  In what ways is JUST, Inc. showing good corporate social responsibility?

JUST, Inc. is showing good social responsibility if it is true that their egg substitute is healthier than natural 
eggs. If people who have egg allergies exist, JUST, Inc. is showing good social responsibility to provide them 
an alternative to eggs.

3  In what ways is JUST, Inc. showing poor corporate social responsibility?

If the ethical charges mentioned above are true, JUST, Inc. was showing poor social responsibility. In the 
present, JUST, Inc. might be showing poor social responsibility by convincing people that natural eggs have 
health disadvantages. Current evidence seems to be shifting back to the importance of eggs for a healthy 
diet, and that eggs have been falsely accused of being unhealthy in the past. 

4  What would you recommend to JUST, Inc. management so that the company stays out of future legal trouble and 
embarrassments?

JUST, Inc. management should run any gray-area decision through an ethical screening test before taking 
action. For a quick test, management should simply ask, “Would I want to publicize this decision to the 
outside world?”

Urban Financial Feels the Squeeze (Case Problem 2-B)

A key point this case illustrates is that some business practices that appear to be blatantly unethical might 
really be doing some social good for some people.

1 What is your evaluation of the ethics of Urban Financial making payday loans?

Payday loan companies are regarded by many people as being unethical, so it is easy to declare these entities 
to be unethical. Yet consumers who make occasional use of payday lenders might regard such a firm as being 
ethical.

2 What do you think of the ethics of the two alternatives mentioned to avoid state regulations: locating offshore or 
on a Native American reservation?

The practices of going offshore or locating on a Native American reservation appear to be unethical, because 
the payday lender is deliberately attempting to circumvent the laws about payday lenders.
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3 What do you recommend to Troy do to make the business model of Urban Financial ethical enough to avoid 
being attacked by politicians?

The most direct for escaping the wrath of politicians, would be to substantially lower interest rates charged 
to consumers. Yet to execute the business model, the payday lender would have to lower operating costs in 
order to stay profitable.

EXPERIENTIAL EXERCISE

Choosing Between Two Rights

A difficult ethical challenge for managers is choosing between two rights, similar to choosing between the 
least of two evils. The example given in the text mentioned the situation of a blind worker who was performing 
poorly, and somebody in the group had to be laid off. However, the manager was concerned that the blind 
worker might not be able to find other employment. Groups of students get into a huddle to identify three 
work-related examples of choosing between two rights. Students might create a worksheet like the following 
to report their findings.

Scenario Chosen Why It Is a Right Solution Possible Resolution of Ethical Dilemma
1.
2.
3. 
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CHAPTER 3

International Management  
and Cultural Diversity
The purpose of Chapter 3 is to help managerial workers better understand two related prominent forces in 
their environment: the internationalization of management and cultural diversity. Understanding should lead 
to improved ability to deal with the challenges presented by these pervasive forces. To achieve its purpose, 
the chapter describes multinational corporations, along with cultural diversity, both in the international and 
domestic realms.

LEARNING OBJECTIVES

1 Explain the extent of involvement in international trade.

2 Identify and summarize several trade agreements among countries.

3 Recognize the importance of sensitivity to cultural differences in international enterprise.

4 Identify major challenges facing the global managerial worker.

5 Pinpoint success factors in the global marketplace, and several positive and negative aspects of 
globalization.

6 Describe the scope of diversity, the competitive advantage, and potential problems of a culturally diverse 
workforce.

7 Summarize organizational practices to encourage diversity.

CHAPTER OUTLINE AND LECTURE NOTES

INTERNATIONAL MANAGEMENT

The internationalization (or globalization) of business and management exerts a major influence on the 
manager’s job. The impact of globalization is dramatized by the fact that many complex manufactured products 
are built with components from several countries. The internationalization of management is part of the entire 
world becoming more global. One challenge is to work well with organizations and people from other countries.

A. Extent of Involvement in International Trade

Firms involve themselves in international trade in several different ways, and new approaches continue to 
evolve. Six methods of entering the international market are as follows:

1 Trading companies. (Also known as an export-import company.)

2 Contract manufacturing. (Company in another country manufactures the product.)

3 Strategic alliances and joint ventures. (In a joint venture, the companies in alliance produce, warehouse, 
transport, and market products. A joint venture is therefore a special type of strategic alliance.)
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4 Direct foreign investment. (Use a wholly-owned facility in a foreign country.)

5 The multinational corporation. (The highest level of involvement in international trade is the multinational 
corporation (MNC), a firm with units in two or more countries in addition to its own.)

6 Global startup. The global startup is a small firm that comes into existence by serving an international 
market. By so doing the firm circumvents the previous methods. Selling through the Internet facilitates a 
global startup because customers can be reached without a distributor, but trade restrictions usually apply.

B. Trade Agreements Among Countries

Three agreements have facilitated international trade.

1 The USMCA and NAFTA.
The United States, Mexico, and Canada Agreement (USMCA) was ratified by the three countries in 2020 to 
improve and strengthen its predecessor accord, The North America Free Trade Agreement (NAFTA). Among 
the modifications in the new agreement were more protections for U. S. labor and stronger enforcement 
provisions. A major new provision was that 40 percent of a car’s value, and 45 percent of a light truck’s value 
be manufactured in North American facilities. 

NAFTA establishes liberal trading relationships among the United States, Canada, and Mexico. Many 
companies have benefited from NAFTA, yet some labor unions believe the agreement has resulted in some 
job losses. For example, many workers in Ohio claim that NAFTA has devastated their jobs.

2 The European Union (EU)
The European Union is a 27-nation alliance that virtually turns member countries into a single marketplace 
for ideas, goods, services, and investment strategies. The EU trades with member nations, the United States 
and Canada, and other countries throughout the world.

The Schengen Agreement ended passport control and customs checks at many borders have been 
eliminated creating a single space where EU citizens can travel, work, and invest. Eleven countries use the 
euro as their currency. The EU faced a major challenge in 2020 when the United Kingdome exited (Brexit). A 
concern was that UK exports to other European nations would result in custom checks and tariffs.

3 The World Trade Organization (WTO)
The World Trade Organization liberalizes trade among many nations throughout the world and attempts to 
lower trade barriers. According to the most favored nation clause, each member country is supposed to grant 
all other member countries the most favorable treatment it grants any country with respect to imports and 
exports. An important function of the WTO is to settle disputes between two countries. The World Trade 
Organization now has about 164 member countries, accounting for about 95 percent of world trade.

A concern about facilitating global trade is that trade liberalization leads to continuous job cuts and 
downward pressure on wages in industrialized nations. The counterargument is that free trade, in the long 
run, creates more job opportunities by facilitating exports.

C. Global Outsourcing as Part of International Trade

Trade agreements facilitate sending work overseas. Outsourcing refers to the practice of hiring an individual 
or another company outside the organization to perform work. Global outsourcing is frequently referred to 
as offshoring. The number of industries immune to outsourcing is shrinking. Many building components are 
outsourced, as so are aspects of financial and legal work. A major force behind global outsourcing is the pressure 
discount retailers such as Walmart, Target, and Dollar General exert on manufacturers to keep their prices low.
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1 The Case for Global Outsourcing
Sending jobs overseas can create new demand for lower-priced goods, ultimately leading to new jobs in 
the United States, with consumer electronics being an example. As in the argument for free trade, slashing 
production costs through global outsourcing can help a company become more competitive. Outsourcing 
can also lead to reciprocity from the overseas country receiving the work. For example, an overseas company 
that receives work from the U.S. might hire American workers for its U.S. operations.

2 The Case against Global Outsourcing
Many Americans believe that offshoring is responsible for the permanent loss of jobs in the United States as 
well as slow job creation. Yet, more job loss appears to stem from increased productivity than from offshoring. 
Another concern is that American employers can offer low wages to domestic employees because their work 
could be sent overseas. Outsourcing call centers to foreign countries can result in language barriers that 
make it difficult to resolve customer problems. Another negative factor with outsourcing is that its true cost 
savings may be elusive.

Outsourcing customer service can be a problem for American countries because many Americans do not 
comprehend well the English spoken by call-center workers from other countries.

D. Sensitivity to Cultural Differences

The guiding principle for people involved in international enterprise is sensitivity to cultural differences. 
Cultural sensitivity is the awareness of local and national customs and their importance in effective 
interpersonal relationships. Being culturally sensitive helps a person become a multicultural worker who 
enjoys learning about other cultures.  Candidates for foreign assignments generally receive training in the 
language and customs of the country they will work in. International workers are also sensitized to positive 
cultural behaviors as well as mistakes to avoid, as shown in Figure 3-1.

CHALLENGES FACING THE GLOBAL MANAGERIAL WORKER

Global managerial workers face many challenges, as described next.

A. Developing Global Leadership Skills

Managerial workers occupying leadership positions need to develop global leadership skills, the ability to 
deal effectively with people from other cultures. Having such skills is a combination of cultural sensitivity and 
leadership skills. Welcoming other cultures is helpful. Global leadership skills also include understanding how 
well management principles from one’s own culture transfer to another. For example, most Western companies 
are willing to switch suppliers to cut costs, whereas Japanese executives frequently have long-term or personal 
relationships with key people at their suppliers.

B. Currency Fluctuations

The international manager may have to respond to changes in the value of currencies in the home country and 
elsewhere. If the currency of a country suddenly gains in value, it may be difficult to export products made in 
that country. However, when a country’s currency weakens versus the currency of other countries, it is easier 
to export goods because the good are significantly less expensive and competitive in other countries. A weak 
U.S. dollar helps close the trade gap.
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C. Human Rights Violations, Corruption, and Violence

Trading in countries with human rights violations can create problems. Many customers protest, yet doing 
business in a country that violates human rights might help raise the standard of living of its citizens. The 
subject of human rights violations is complicated and touchy. Amnesty International contends that the U.S. 
violates many human rights of its own including the use of foreign and domestic sweatshops, as well as capital 
punishment.

Another ethical and legal problem the international manager faces is dealing with corruption by foreign 
officials. A string of officials may demand payments to facilitate allowing foreigners to conduct business or 
speed an approval of an operating license. A life-threatening risk for U. S. multinational companies is for its 
employees to be trapped in violent acts in the overseas country, including terrorist attacks.

D. Culture Shock

Another problem for the international manager is culture shock, a group of physical and psychological 
symptoms that can develop when a person is abruptly placed in a foreign culture. Culture shock contributes 
to the relatively high rate of expatriates who return home early because they are dissatisfied with their 
assignments. Another potential contributor to culture shock is that the expatriate may work in one time zone 
while contacts in company headquarters work in a time zone with a time difference of six or more hours.

E. Differences in Negotiating Style

International workers may also have to use a different negotiation style. American negotiators, for example, 
often find that they must be more patient, use a team approach, and avoid being too informal. Asian negotiators 
are willing to spend many days negotiating a deal which can frustrate Americans. Another relevant aspect of 
cultural differences in negotiating style is knowing whether to put the final deal in writing. For example, a 
spoken agreement is preferable in African and Asian countries where relationships are more important than 
written contracts. 

F.  Recognizing that National Culture May or May Not Influence the Effectiveness of a 
Management Technique

Techniques that work well in one culture may not work well in another. For example, in a culture that highly 
respects the authority of the boss, granting decision-making authority to the group may not be so effective. 
The international manager should also be aware of management practices that are likely to work well in many 
cultures. An aggregation of 156 studies found that high-performance work systems are associated with good 
business performance in all the countries studied (Not surprising because a HPWS is typically based on a well-
researched and fair human resource procedure that any culture would appreciate.)

SUCCESS FACTORS IN THE GLOBAL MARKETPLACE

Following the right strategies and tactics can improve chances for success in the global marketplace.

A. Think Globally, Act Locally

Local representatives behave as though their primary mission is to serve the local customer. A major aspect of 
thinking globally, yet acting locally, is for the multinational corporation to compete successfully against well-
established, well-managed domestic (local) companies.
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B. Recruit and Select Talented Nationals

A major success factor in building a business in another country is to hire talented citizens of that country 
to fill important positions. After the host-company nationals are hired, they must be taught the culture of the 
parent company. Staffing in other countries may require a modification of U. S. ideas about good candidates, 
such as Chinese candidates being more subdued than Americans.

C. Hire or Develop Multicultural Workers

Multiculturalism enhances acceptance of your firm by overseas personnel and customers. Speaking the native 
language helps. To help workers and their family members become multicultural, many companies offer 
cultural training. An important insight for workers is that although the United States and Northern Europe are 
task oriented, most other cultures are relationship oriented.

D. Research and Assess Potential Markets

Acquire valid information about the firm’s target markets. Trade statistics usually provide a good starting point. 
Walmart carefully researches which overseas markets—and consumer reaction—would fit its retailing model. 
Nevertheless, the company has done poorly in a few foreign markets.

E. The Advantages and Disadvantages of Globalization

Globalization may be inevitable and desirable, yet for many managers, business owners, and individual 
workers, the internationalization of the workplace has created more problems than opportunities. Figure 3-4 
outlines the major pros and cons of globalization. For example, productivity grows when a company exercises 
its comparative advantage. However, millions of Americans have lost jobs due to imports or production shifts 
abroad.

THE SCOPE, COMPETITIVE ADVANTAGE, AND POTENTIAL PROBLEMS OF  
MANAGING DIVERSITY

The globalization of business requires that the managerial worker deal effectively with people from other 
countries, and different cultural groups within one’s own company and country. Diversity refers to a mixture 
of people with different group identities within the same work environment. Demographic diversity refers to 
the mix of group characteristics in the organization. Cultural diversity refers to the mixture of cultures and 
subcultures to which the organization’s workforce belongs.

A. The Scope of Diversity

The true meaning of valuing diversity is to respect and enjoy a wide range of cultural and individual differences. 
To be diverse is to be different in some measurable way (whether or not the difference is visible). The diversity 
umbrella is supposed to include everybody in an organization. Inclusion refers to being accepted and welcomed, 
and for people to feel they belong in the organization. 

Working well with different generations has become an important part of both cultural and demographic 
diversity in organizations, with the goal of people of all ages working well together. Another cultural and 
demographic group being emphasized for full inclusion in the workforce is people who are lesbian, gay, 
bisexual, and transgender (LGBT).
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B. The Competitive Advantage of Diversity

Encouraging diversity is socially responsible, and also brings a competitive advantage to a firm.

1 Managing diversity well offers a marketing advantage, including increased sales and profits.

2 Effective management of diversity can reduce costs. ( Job satisfaction may increase thereby reducing turnover 
and absenteeism.)

3 Companies with a favorable record in managing diversity are at a distinct advantage in recruiting talented 
people.

4 Workforce heterogeneity may also offer a company a creativity advantage. (A variety of perspectives contributes 
to creative alternatives.)

C. Potential Problems Associated with Diversity

Cultural diversity initiatives are usually successful in assembling heterogeneous groups, but the group members 
do not necessarily work harmoniously. When group members are supportive toward each other, the benefits 
of group diversity such as more creative problem solving will be forthcoming. A problem with diversity from a 
business standpoint is that having a diverse workforce does not always translate into profits.

ORGANIZATIONAL PRACTICES TO ENCOURAGE DIVERSITY

Organizations can take several initiatives to manage diversity well.

A. Corporate Policies Favoring Diversity

Many companies formulate policies that encourage and foster diversity. To create a culturally and 
demographically diverse organization, some companies monitor recruitment and promotions to assure that 
diverse people are hired and promoted into key jobs. A leading example of a company whose policies favor 
diversity is MGM Resorts, the winner of many diversity awards. Favoring diversity includes a six-months 
training program to prepare recent minority graduates for careers in management. 

B. Employee Network Groups

An employee network group is composed of employees throughout the company who affiliate on the basis of 
a group of characteristics such as race, ethnicity, sexual orientation, or physical ability status. Group members 
have similar interests and share information about getting ahead. Sometimes the network groups might help 
in product and service development, based on their demographic or cultural background.  Employee network 
groups, as with any diversity initiative, are likely to be more successful with top-level management support.

C. Diversity Training

Diversity training attempts to bring about workplace harmony by teaching people how to get along better 
with diverse work associates. Quite often the program is aimed at minimizing open expressions of racism 
and sexism.  A strategic goal of diversity training is that it will lead to improved business results. All forms of 
diversity training center around increasing people’s awareness of and empathy for people who are different 
from themselves. An essential part of relating more effectively to diverse groups is to empathize with their 
point of view. A related approach to diversity training is to emphasize tolerance of the values and viewpoints 
of other people. 
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A study found that diversity training is likely to have a strong impact on retaining people of color when the 
program is tied to business strategy and the CEO is committed to the program.

D. Anti-Bias Training

Closely related to diversity training are programs to help employees discover their unconscious biases that may 
adversely affect certain demographic and cultural groups. An unconscious bias is a hidden, reflex-like preference 
that can shape a person’s view of the world. Unconscious bias training usually includes administration of the 
Implicit Association Test. Anti-bias training received considerable publicity in 2018 when it was administered 
at 8,000 Starbucks stores during one afternoon. The trigger incident was a manager at one Starbucks store in 
Philadelphia calling the police on two African-American men falsely accused of loitering,

A major concern about anti-bias training is that just because a person has an unconscious or hidden bias, it 
does not always follow that the bias will lead to discrimination. 

E. The English Language as a Force for Unity

To compete globally, international workers have to communicate effectively with each other. As a consequence, 
more and more European business firms are making English their official language. In many Asian countries 
also, English is widely used in business. The Internet is another force encouraging the use of English. An 
effective approach to the complexities of language in a multicultural world is for leaders to develop a language 
strategy that fits the needs of the organization.  

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 Assume a person living in the United States thinks international trade is important for the economy, yet still 

believes that U.S. manufacturers of consumer goods must survive. What percent of that person’s purchases should 
therefore be of goods made in the U.S.?

Indeed, this is a tough question to answer accurately. For some categories of goods, including electronic 
consumer products, inexpensive toys, and clothing it would be difficult to find American-made goods. If 
we frame the question as what percent of the total cost of goods purchased, the issue might be resolved 
more readily. For example, the person might want to spend and equal amount on domestic and foreign 
goods. He or she could purchase an American-made car, and then spend an equal total amount on other 
consumer goods. If food purchases count here, it would be even easier to create a balance of purchases 
between domestic and foreign goods.

2 Identify a profit-making enterprise that does not need to be bothered with international trade, and for whom 
international competition is not a threat.

Selected service industries have very little need for foreign trade and face almost no international 
competition. Among these are restaurants, beauty salons, tailors, and landscaping companies. The field of 
medicine, however, now faces some international competition. A growing number of people have surgery 
performed in other countries where the price might be lower, including India. A curious point about beauty 
salons in the United States is that some of the operators complain that workers from foreign countries living 
in the United States are willing to work for less money, thereby creating a type of international competition.
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3 What can you do in your career to help reduce the threat that your job will be outsourced to another country?

A noticeable trend is that workers whose jobs include building relationships with people are more secure with 
respect to outsourcing. The situation is true for both high-technology and low-technology jobs. Possessing 
an unusual skill set helps prevent a worker’s job from being outsourced. Working in the field of personal 
services, such as athletic clubs, restaurants, and beauty treatment also help ward off being outsourced.

4 Due to a law on the books for over 50 years, the United States imposes a tariff of 25 percent on pickup trucks 
manufactured in other countries. How justified is this practice?

The justification offered is that the heavy tariff protects the American pickup truck industry, and that pickup 
trucks are the strongest selling vehicles in the U.S. market. An opposing perspective is that if the U.S. did not 
impose tariffs on imported pickup trucks, other countries would be willing to purchase American pickup 
trucks.

5 What steps can you take, starting this week, to ready yourself to become a multicultural worker?

The student might (a) get to know people from other cultures, (b) study about other cultures even in such 
small ways as eating at ethnic restaurants, and (c)working on second-language skills. Visiting another 
country—or at least a tourist website—is also an option.

6 Suppose an African American couple opens a restaurant and serves African cuisine, hoping to appeal mostly to 
people of African descent. The restaurant is a big success, yet the couple finds that about 40 percent of its clientele 
is Caucasian or Asian. Should the restaurant owners then hire several Caucasians and Asians so the employee 
mix will match the customer mix? (The wait staff dresses in African attire.)

Here is one situation in which matching your employee base to your customer base would be a strategic 
error. Part of the appeal of the restaurant is its African motif. Staffing exclusively with African Americans and 
other Africans therefore makes sense.

7 If English has become the universal language of business and science, why should an American international 
business specialist bother learning another language?

Even if English is the universal language of business and science, there are still many situations in which 
knowing a second language can build rapport with a customer or employee whose first language is the 
businessperson’s second language. Furthermore, knowing a second language is natural for many Europeans 
and Asians. The American who speaks a second language will therefore appear more cultivated.

COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

Cross-Cultural Skills and Attitudes (In Chapter – Figure 3.4)

This self-quiz is useful in helping define, operationally, what it means to be cross-cultural. At the same time 
a person endorsing many of the statements on this questionnaire would be have positive attitudes toward 
cultural diversity.

Coping with Cultural Values and Traditions (End of Chapter – Skill-Building Exercise 3-A)

My experience is that students inherently like the study of cross-cultural values and customs, so this exercise 
should be received positively. Students might not find meaningful answers to all six questions, but their 
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investigation will reveal some insightful comments. Here are a couple of observations that my students 
uncovered:

 ■ A student from New York City found it very difficult adapting to upstate New York. He said that the 
upstate natives did not understand his accent and that he sometimes had to point to what he wanted in 
a store. (Of course, the student’s difficulty in being understood was not a cultural value, but a language 
barrier.)

 ■ A student from Romania said she could not understand how rude American students are toward each 
other and the instructor. Among the rude behaviors she noted were not addressing the professor by title, 
students talking in class, and not paying attention when another student made a presentation in front 
of the class.

How Pervasive is Global Outsourcing? (End of Chapter – Skill-Building Exercise 3-B)

The results of this informal study could be influenced by the representativeness of the sample. For example, 
more automobiles manufactured outside of the United States might be found in a college town than in Detroit. 
After doing this exercise, a few students responded, “I couldn’t find anything made in the United States.” 
Nevertheless, fresh data are welcome, and students should find this exercise inherently interesting.

Becoming Multicultural (Internet – Management Now—Online Skill-Building Exercise)

Students with an interest in improving or solidify their multiculturalism will derive continuous enjoyment 
from this activity. We also think the activity is important because of the frequent criticism that the Internet 
is almost exclusively English. Several smartphone apps existed for learning a second language, including one 
sponsored by TV5-Monde for learning French.

ANSWERS TO CASE QUESTIONS

Triumph Services Wants to Go Global (Case Problem 3-A)

This case is a basic yet representative, example of the decisions a small enterprise face when deciding to go 
global.

1 Why should Jason be concerned about international expansion when Triumph Services is already a prosperous 
firm?

Although Triumph Services has been expanding, the chances for continued prosperity would probably 
increase if the company expands successfully overseas. A possible competitive threat for Triumph is that 
more small firms will rely on internal personnel to expand their business.

2 Explain which method of entry you would recommend for Triumph.

Triumph could take a big gamble by setting up a few overseas offices, such as in London, Rome, Paris, Toronto, 
and Mexico City. This approach to expansion would require considerable capital. Triumph might therefore 
start small by hiring a representative in a few cities to begin selling the service. Hiring a representative 
in Toronto, Ontario might be a good starting point because of the heavy American business presence in 
Canada, and the similarity of the two cultures.
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3 Identify a couple of major challenges Triumph would face in attempting to assist clients in other countries.

A major potential challenge would be whether the business culture in another country would accept the 
idea of an outsider playing such a heavy role in the marketing and sales of its product or services. Another 
hurdle would be understanding the country culture enough to develop an effective sales and marketing plan. 
Yet another hurdle could be any government regulations surrounding the use of foreign consulting services.

Candor at Anti-Bias Training (Case Problem 3-B)

Depending on a person’s perspective, this case illustrates what can go wrong, or go right, during anti-bias 
training. The open expression of  conscious (it is difficult to express the unconscious) biases helps identify 
what potential problems are being faced within the organization. Yet openly expressing these biases can lead 
to resentment about potential prejudices and discrimination.

1 To what extent do you think that the staff members’ expression of their conscious biases in a workshop accom-
plishes anything worthwhile?

As just mentioned, openly expressing biases can help organizational members understand potential 
problems of discrimination they might be facing. At the same time, the expression of positive biases and 
stereotypes might lead to many good feelings.

2  Which one or two of biases revealed do you think might be harmful to a climate of cultural diversity at Ventura?

It is most likely that the expression of negative biases can do the most damage, as follows: Calvin’s comment 
that physically attractive women may not be smart; Clayton’s comment that an African-American wearing 
bling might be involved in crime; Lindsay’s unwillingness to ask a worker over age 50 for technical advice; 
Bianca’s thought that an obese person might be lazy; Vanessa’s thought that a recently-divorcee middle-aged 
male might be a predator; and Georgia’s comment about millennials having poor attendance records. 

3  If you were at this workshop, explain whether or not you would express any conscious bias you might have. 

Although some people think they would be hesitant to express conscious biases in the workshop, after they 
were in attendance, they might first listen to others, and then overcome their reluctance to participate.

EXPERIENTIAL EXERCISE

Cultural Blooper Role Play

With perceptive and humorous students, it is worth doing a role play about an American worker overseas who 
commits a series of cultural bloopers in attempting to close a large deal with a Japanese executive. For example, 
the sales representative should pay little attention to the older executive’s rank and should be in a hurry to 
consummate the deal. The person who plays the Japanese executive should be taken aback, but still show the 
reserve typical of Asian businesspeople. Students not participating in the role play can provide feedback and 
observations.
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CHAPTER 4

Essentials of Planning and Strategy
The purpose of this chapter is to provide a comprehensive overview of the planning function. The two following 
chapters cover other aspects of planning. This chapter begins with a brief summary of the benefits of planning, 
followed by a thorough description of the generalized planning model. The next major section of the chapter 
deals with business strategy, focusing on its nature and how it is developed including SWOT analysis. The 
same general section also deals with levels of strategy, and types of business strategies. Attention then shifts to 
operating plans, policies, procedures, and rules. The chapter also describes management by objectives, which 
is still used as a system of planning, goal setting, and review.

LEARNING OBJECTIVES

1 Summarize a general framework for planning and apply it to enhance your planning skills.

2 Explain how business strategy is developed, including a SWOT analysis.

3 Identify levels of business strategy and types of business strategies.

4 Explain the strategy execution through the use of operating plans, policies, procedures, and rules.

5 Present an overview of management by objectives.

CHAPTER OUTLINE AND LECTURE NOTES
Planning is important because it contributes heavily to success and gives you some control of the future. 
Planning often leads to improvement in productivity, quality, and financial results.

A GENERAL FRAMEWORK FOR PLANNING

Three types of planning can be differentiated. Strategic planning is establishing master plans that fit the 
destiny of the firm. Tactical planning translates strategic plans into specific goals for organizational 
units. Operational planning identifies the specific procedures and actions required at lower levels in the 
organization.

Figure 4-1 summarizes the elements of planning and serves as the basis for a lecture on planning. In the 
framework used here, planning has seven elements that may overlap and that may not necessarily be followed 
in order. The situation of Harley-Davidson coping with its aging customer base can be used to illustrate the 
planning model as described in the text.

A. Define the Present Situation

Defining the present situation includes measuring success and the examining internal capabilities (strengths 
and weaknesses of the firm) and external threats and opportunities.
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B. Establish Goals and Objectives

Planning begins with setting the goals and objectives to be accomplished.

C. Analyze the Environment to Forecast Aids and Barriers to Goals and Objectives

To help define the present situation, the manager attempts to predict which internal and external factors will 
foster or hinder the attaining of the desired ends. Both intuition and formal forecasting techniques can be used 
to make these predictions.

D. Develop Action Plans for Reaching Goals and Objectives

Action plans are the specific steps needed to accomplish goals and objectives. A major reason for not attaining 
goals is the failure to develop action plans.

E. Develop Budgets

Most action plans require money. It is therefore necessary to develop realistic budgets to support these action 
plans.

F. Implement the Plans

Plans can be beneficial to the organization only if they are implemented; too many plans are developed and 
then forgotten. Research with 12,000 firms in 24 countries found that firms that follow through with their plans 
perform significantly better on high-level metrics, such as profitability, growth, and longevity. 

G. Control the Plans

Controlling the plans means evaluating progress and making any necessary adjustments for lack of progress. 
Control involves gathering the necessary feedback.

H. Make Contingency Plans

The purpose of contingency plans is to develop an alternative in case the original plans cannot be implemented 
successfully or at all. An exit strategy might be part of the contingency plan.

THE DEVELOPMENT OF BUSINESS STRATEGY

Elaborate methods of planning are often used to help develop business strategy. Yet in the opinion of some 
management specialists, the best strategy emerges from an organization having a grand purpose.

Business strategy develops from planning. Strategic planning encompasses those activities that lead to the 
statement of goals and objectives and the choice of strategies to achieve them. The final outcome of strategic 
planning is statements of vision, mission, strategy, and policy. A vision is an idealized picture of the future of 
the organization. The mission identifies the firm’s purpose and where it fits into the world.

Planning alone does not create strategy because strategy can stem from inspired thinking. Strategy can also 
stem from creative thinking. The field of strategy has been criticized for over focusing on analytic rigor and 
placing too little emphasis on creative thinking. Corporate values influence strategy because well-managed 
organizations tend to develop strategy to fit what the people in power think is important. Under ideal 
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circumstances, a firm arrives at a strategy after completing strategic planning. In practice, the order is often 
reversed. 

1 The Importance of Strategic Thinking. One of the central challenges of modern organizations is for leaders 
at all levels of the firm to think strategically, including seeing the overall picture as they go about their 
work. An example of high-level strategic thinking is that leadership at Google says it will continue “pursuing 
moonshots.” A study with 231 upper level leaders in found that global work experience was associated with 
a stronger tendency to think strategically.

2 Gathering Multiple Inputs to Formulate Strategy. Many strategic leaders arrive at their ideas for the 
organization’s future by consulting with a wide range of parties at interest. Strategy theorist Gary Hamel 
advises executives to make the strategy-creation process more democratic. An extreme form of gathering 
multiple inputs for strategy is crowdsourcing, the use of collective intelligence gathered from the public, 
often by the use of social media.

3 Analyzing the Realities of the Business Situation. The business strategist must make valid assumptions about 
the environment. Accurately analyzing the environment in terms of understanding customers, potential 
customers, production capability, and the relevant technology is a time-consuming and comprehensive 
activity. For the strategy to work well, the manager has to understand both the external environment and 
the capabilities of the firm.

4 Performing a SWOT Analysis. Quite often strategic planning takes the form of a SWOT analysis, a method 
of considering the strengths, weaknesses, opportunities, and threats in a given situation. The technique is 
useful in identifying a niche the company has not already exploited.

5 Preparing for the Analysis. Be clear about what you are doing and why you are doing it. Select appropriate 
contributors. Allocate research and information-gathering tasks. Create a workshop environment by 
encouraging open communication among participants.

6 Conducting the Analysis. To conduct the analysis, you analyze the good points about an alternative, focusing 
on internal strengths. Consider the risks, focusing on internal weaknesses. Analyze the opportunities in the 
external world. Also analyze the external threats.

E. Ask Five Strategic Questions and Take Risks

A less complicated approach to strategy formulation is to ask five fundamental and difficult questions.

1 What business are you in or should you be in?

2  How would you add value to your businesses?

3 Who are your largest customers for your business?

4 What are your value propositions to those target customers? 

5 What capabilities are essential to adding value to your businesses and differentiating their value 
propositions?

Asking the five questions just presented, going through a SWOT analysis or formulating strategy by any other 
method, usually results in taking risks and facing the unknown. 
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F. LEVELS OF STRATEGY AND TYPES OF STRATEGIES

Two more perspectives for understanding strategy are its levels, competitive forces, and types.

1 Levels of Business Strategies. A strategy chosen to reach an important goal depends considerably on the level 
of the organization. Corporate-level strategy is concerned with the total direction of the enterprise and the 
selection of businesses. The business-level strategy focuses on how to compete in each of the businesses. 
Functional-level strategies specify actions required to implement strategies at the corporate and business 
level. Under ideal circumstances, the activities of managers and other workers at the functional level support 
the business-level and corporate-level strategies.

2 Types of Business Strategies. Eight types of business strategies are presented here. Managers tend to think in 
terms of the strategy type rather than worrying about which level it best fits.

1. Strategic alliances. (Share resources with other companies to exploit a market opportunity.)

2. Diversification of goods and services. (This strategy serves as a hedge in case the market for one group of 
services softens.)

3. Sticking to core competencies. (Guard against spreading yourself too thin.)

4. Product differentiation. (Find a niche or offer a product or service perceived by the customer as different 
from available le alternatives.)

5. Focus. (Concentrate on a specific regional or buyer market, such as payday lenders that focus on people in 
financial need.)

6. Self-reinvention. (To survive, many businesses have to radically change their business model.)

7. Cost leadership. (Provide a product or service at a low price to gain market share.)

8. Find and retain the best people. (Such people will help the organization develop products and services that 
are in demand, and will find ways to reduce costs and behave ethically.)

A strategy must be selected carefully, and when agreed upon it must be executed carefully. Jumping from 
strategy to strategy to revitalize a company can lead to failure. Although strategies must be given a reasonable 
chance to work, current thinking suggests that strategic plans and strategy must remain flexible to adapt to 
changing circumstances.

STRATEGY EXECUTION THROUGH OPERATING PLANS, POLICIES, PROCEDURES, 
AND RULES

Operating plans, policies, procedures, and rules are vehicles for converting strategic plans into action. Another 
essential part of strategy execution is for C-suite executives to frequently communicate the strategy. A study 
showed that execution is best when framed in these terms: “The ability to seize opportunities aligned with 
strategy while coordinating with other parts of the organization on an ongoing basis.” 

A. Operating Plans

Operating plans are the means through which strategic plans alter the destiny of the firm. Operating plans 
involve organizational efficiency (doing things right), whereas strategic plans involve effectiveness (doing the 
right things). Operating, or operational, plans provide the details of how strategic plans will be accomplished.
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B. Policies

Policies are general guidelines to follow in making decisions and taking action. As such, they are plans. Policies 
are developed to support strategic plans in every area of the organization. An important managerial role is 
interpreting policies for employees.

C. Procedures

Procedures are considered plans because they establish a customary method of handling future activities. 
They state the specific manner in which a certain activity must be accomplished.

D. Rules

A rule is a specific course of action or conduct that must be followed. It is the simplest type of plan. Rules 
should fit a strategic plan, as rule prohibiting kickbacks, for example, fits the overall plan of creating an ethical 
environment for employees.

MANAGEMENT BY OBJECTIVES: A SYSTEM OF PLANNING AND REVIEW

Management by objectives (MBO) is a systematic application of goal setting and planning to help individuals 
and firms be more productive. MBO is also interpreted as a strategic management model. Its key elements are 
as follows:

1 Establishing organizational goals

2 Establishing unit objectives

3 Reviewing group members’ proposals

4 Negotiating or agreeing

5 Creating action plans to achieve objectives

6 Reviewing performance

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 In what way does planning control the future?

Planning controls the future because through planning people identify what they want to happen in the 
future and what they must do to make the events happen.

2 What is your evaluation of the opinion expressed by Harley-Davidson’s CEO that the fascination of young people 
with electronic gadgets is limiting their interest in owning motorcycles?

All opinion is welcome here because the statement has enormous implications for the motorcycle, automobile, 
and small-truck industries. It has been observed also that fewer young people purchase autos and small 
trucks because of the time invested in and money spent on electronic gadgets, particularly smartphones. 
To counter this trend, automobile dashboards have come to resemble a tablet computer, but this is more 
difficult to accomplish with a motorcycle.
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3 Imagine yourself as the founder of a company in a field that interests you, and you want to develop a strategy for 
your firm. How effective would it be for you to search the Internet for a suitable strategy?

An Internet search would probably be helpful in identifying a number of different strategies which would 
serve as a starting point in finding a suitable strategy. After the list was developed, it might serve as a checklist 
to choose from in order to identify a suitable strategy.

4 What is the purpose of your present employer or your most recent employer? Was this purpose communicated to 
employees throughout the organization?

Specifying the purpose of an organization is quite important to strategically-minded thinkers, but such 
specification is probably not widely practice. Many managers assume that employees know the purpose of 
the organization. An example would be leadership at MyPillow.com assuming that most employees know 
that the purpose of the company is to help people sleep better. Companies that do have an explicit purpose, 
most likely communicate the purpose to employees.

5 Some business owners believe and have been known to say, “We’re too busy to bother with strategy. We have to 
take care of the present.” What might be wrong with their reasoning?

A major problem with thinking only about the present is that the environment may change quickly in the 
future, and the business owner may not be prepared to cope with the future. A food processor, for example, 
might have been so busy processing orders for low-carb products a few years ago that the owner did not pay 
attention to the fact that the intense interest in low-carbohydrate food was fading. As a result, sales plunged 
because the food processor did not traditional alternatives ready for the market.

6 Some companies place their vision statement on a small plastic card that employees can attach to their key 
chain, or on coffee mugs given to employees. How effective do you think these gimmicks are in guiding the work 
activities of employees? 

We suspect that the vision statement on the key chain or coffee mug might help move employees in the 
right direction for a couple of weeks. After that most employees will most likely not even notice that vision 
statement. To keep the vision statement fresh, the manager should mention it from time to time in both 
speaking and writing.

7  Give an example of how a rule could fit the corporate strategy of cost leadership.

A rule might specify ways of saving money or not spending money needlessly. All money saved makes some 
contribution to offering goods at lower costs. Rules might be specified for such matters as recycling boxes 
and paper, photocopying on both sides of sheets of paper, and turning off lights when not in use.

COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

How Strategic Is My Thinking? (In Chapter – Figure 4-3)

This self-quiz can serve a useful purpose in sensitizing students to the importance of strategic thinking, and 
also to the value of not being a “small thinker.” The quiz also points to important components of strategic 
thinking, such as statement 9, “I am a ‘big-picture thinker.”
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Conducting a SWOT Analysis (End of Chapter – Skill-Building Exercise 4-A)

Students typically enjoy doing a SWOT analysis for an organization they can visualize. Knowledge of the 
environment, including demographics, is helpful in providing meaty answers. With pet-care service centers, a 
student might comment that the opportunities are good because the number of pet owners should be increasing 
steadily as the population ages. The reason is that among older people there is a high percentage of pet owners. 
As cautioned in the exercise, it is challenging to differentiate between internal strengths and weaknesses, and 
external opportunities and threats.

Developing Business Strategy for Canned Soup (End of Chapter – Skill-Building Exercise 4-B)

If your students can develop an effective strategy for a canned-soup company, they deserve a hefty consulting 
fee. An exception is that during the coronavirus epidemic, canned soup sold briskly. Students can be counted 
on to develop a few clever ideas here. Canned-soup companies in recent years have invested a lot of money in 
develop products that resemble what many people perceive to be “healthy food.” Student familiarity with less 
salty alternatives to canned soup  should be an asset for executing this assignment. Look for a breakthrough 
strategy among the answers.

Business Strategy Research (Internet – Management Now—Online Skill-Building Exercise)

A challenge in this assignment is to recognize what constitutes business strategy. For example, a company 
might state that it intends to compete directly with IBM in terms of providing storage devices for computers. 
Reading further, the student must recognize that the company intends to offer lower prices than IBM thereby 
using a cost leadership strategy. Companies rarely attach labels to their published statements about strategy, 
so the student has to think abstractly.

ANSWERS TO CASE QUESTIONS

What Exactly Is Our Purpose? (Case Problem 4-A)

This case is a straightforward example of how a company might seek to elucidate its purpose. The case also 
illustrates how managers differ in their big-picture perspective.

1 Which of the suggested purposes of Protecto do you think would be the most effective in enhancing the commitment 
of the company’s customers, employees, and suppliers?

The executive team is doing a fine job, but our two favorites are (a) Brandy’s statement, “To make driving cars 
and trucks a more esthetic and enjoyable experience,” and (b) Lori’s statement, “To design and distribute 
high-quality protective devices for vehicle interiors that will help sustain the appearance and functionality 
of those vehicles.”

2 Which of the suggested purposes of Protecto do you think would be the least effective in enhancing the commitment 
of the company’s customers, employees, and suppliers?

Tony says that the purpose of Protecto is “to make a profit and survive.” Although this purpose is true, it does 
not distinguish the company and would most likely not be inspirational. 
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3 To what extent do you think Todd is just wasting time? Does Protecto really need a written purpose?

It is most likely helpful for Protecto to have a written purpose, and certainly can do no harm and costs 
almost nothing. The stated purpose will help many employees recognize that their business has a grander 
purpose than making protective interiors and smartphone holders for vehicles. 

Lenovo Implements its Strategy of Protect and Attack (Case Problem 4-B)

Lenovo may not be a widely-known company in the United States, but its exquisite vision statement and 
execution of strategy make it an excellent case study for students of strategy.

1 How does the protect-and-attack strategy fit any of the other business strategies mentioned in this chapter?

The protect part of the strategy resembles sticking to core competency, whereas the attack part reflects 
diversification. The protect part of the strategy might include some costs leadership, particularly for PCs.

2 How do you imagine Lenovo can be successful with its scavenger strategy? For example, if a major company like 
IBM was losing money on selling PCs, how could Lenovo make a profit with this product?

Lenovo probably has lower operating costs than a company such as IBM, particularly in terms of salaries 
paid to line workers and executives. The heavy penetration of Lenovo in the giant Chinese market helps give 
them the volume they need to keep costs low.

3 What strategy could Lenovo management possibly develop so the company would surpass Apple and Samsung 
in the mobile device industry?

Lenovo is creeping up on Apple and Samsung, but has a long way to go. Perhaps if Lenovo continues to 
combine cost leadership with high quality, they can move toward taking more market share from Apple and 
Samsung. Yet the high name-recognition and perceived quality of Apple and Samsung will remain a difficult 
barrier to overcome in terms of competition.

4 By the way, have you or anybody you know used a Lenovo product? What do you think of the quality?

My impression of Lenovo quality based on personal experience with their PCs is that most users of PCs 
would not notice the difference between a Lenovo and better-known brands. I have used Lenovo personal 
computers in hotel lobbies, a natural placement for the company. Also, when I posed the same question of a 
couple of Lenovo users, they were highly satisfied with their computers. 

EXPERIENTIAL EXERCISE

Planning

The purpose of this exercise is to give students practice in planning according to the framework for planning 
summarized in Figure 4-1. Before doing the exercise, students should study the appropriate material under 
the chapter section, “A General Framework for Planning.” Each student should prepare a detailed plan with 
information provided in each of the seven steps in the framework. It is best to develop plans for something 
familiar and personal, such as conducting a job campaign, completing school, or taking a cross-country trip.

Volunteers can be asked to present their plans in front of the class. Other class members should be encouraged 
to provide feedback. A frequent weakness found in plans developed by beginners is that their action plans are 
too vague. This issue can be raised in class if several vague action plans are presented.
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CHAPTER 5

Decision Making,  
Creativity, and Innovation
The primary purpose of Chapter 5 is to explain the nature of problem solving, decision making, creativity, and 
innovation in organizations. A secondary purpose is to highlight the importance of creativity in managerial 
work. A key assumption underlying this chapter is that the probability of making an effective decision increases 
if the decision maker is armed with information about decision making.

Four major aspects of problem solving and decision making are covered in this chapter. First is a description of 
the steps involved in problem solving and decision making. Second is a discussion of important influences on 
the quality of decision making. Third is a description of group problem solving and decision making. Fourth is 
a description of the role of creativity and innovation in managerial work.

LEARNING OBJECTIVES

1 Explain the steps involved in making a complex decision.

2 Understand the key influences on decision making in organizations.

3 Appreciate the value and potential limitations of group decision making.

4 Understand the nature of creativity and how it contributes to managerial work.

5 Describe organizational programs for improving creativity and innovation.

6 Implement several suggestions for becoming a more creative problem solver.

CHAPTER OUTLINE AND LECTURE NOTES
A problem is a discrepancy between ideal and actual conditions, whereas a decision is choosing among 
alternatives.

STEPS IN PROBLEM SOLVING AND DECISION MAKING

Learning how to solve problems and make decisions properly is important. A McKinsey study found that 
companies that excel at decision making made high-quality decisions at high velocity (making and executive 
the decision quickly), leading to better financial results. The basic purpose of making a decision is to solve a 
problem. But the problem must be analyzed first.

A. Identify and Diagnose the Problem

Problem solving and decision making begins with an awareness that a problem exists. Being attentive to 
the environment helps the manager identify problems, such as noticing criticism. A thorough diagnosis is 
important because the real problem may be different from the apparent one.
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B. Develop Alternative Solutions

All possible alternative solutions should be explored, even if they seem unrealistic.

C. Evaluate Alternative Solutions

The relative values of the alternatives are compared by examining the pros and cons of each one.

D. Choose One Alternative Solution

The problem cannot be solved unless an alternative is chosen. The alternative should be chosen that comes 
closest to achieving the goal that the decision was intended to achieve. The goals are the decision criteria. 
Degree of ambiguity also influences the alternative chosen, with some people preferring clear alternatives.

E. Implement the Decision

Until a decision is implemented, it is not really a decision. Implementing decisions encompasses a substantial 
part of the organizing and leading functions of management. An effective decision is relatively easy to implement. 
Another perspective on implementation is that it represents execution, or putting plans into action. 

F. Evaluate and Control
Evaluation of how well the decision achieved its intended results is critical.

LIMITS TO RATIONALITY IN DECISION MAKING

Decision making is usually not entirely rational because so many factors influence the decision maker. One 
factor is that intuition enters into making major decisions. The field of behavioral economics for many years 
has challenged the popular view in economics that individual decision making is rational and predictable, and 
readily modeled. A negative attitude toward the number 13 is a widespread example of irrationality.

Partly because of limits to rational decision making, decisions makers often use heuristics, or simplified 
strategies that become rules of thumb. A widely-used heuristic is that the percent of equality in your portfolio 
should equal 100 minus your age, with the rest being invested in fixed-income instruments and cash. Because 
people live longer today 110 is sometimes used instead of 100.

(Coming up with these heuristics is a refreshing class exercise. One student who worked at Kay’s Jewelers said 
a man should spend three month’s gross income on an engagement ring. The BMI (body-mass indicator) might 
be classified as a heuristic.)

KEY INFLUENCES ON THE QUALITY OF DECISION MAKING

As shown in Figure 4-2, many factors influence the quality of decision making.

A. Intuition

Effective decision makers rely on intuition as well as analytical and methodological techniques. Intuition 
is an experienced-based way of knowing or reasoning in which weighing and balancing evidence are done 
unconsciously and automatically. Intuition helps point the executive in the right direction, such as sizing up 
the overall merits of the company to be acquired. The surge in the use of Big Data, analytics, and artificial 
intelligence has not diminished the role of intuition in making major decisions. A survey of CEOs found that 65 
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percent of them ignored insights provided by data analysis or computer models because it contradicted their 
intuition. As Apple CEO Tim Cook observes, the most important things in life are decided by intuition.

B. Personality and Cognitive Intelligence

The personality and cognitive intelligence of the decision maker influence his or her ability to find effective 
solutions. Propensity for risk taking is an important personality factor. Cautiousness and conservatism are also 
related to decisiveness. Perfectionism and rigidity also influence decision making. High cognitive intelligence 
generally improves decision-making quality. Some intelligent people, however, suffer from “analysis paralysis.” 
A person can typically make the best use of cognitive intelligence when he or she is well rested, or at least not 
highly fatigued.

Critical thinking plays a major role in decision making. As part of cognitive intelligence, the effective decision 
maker takes time to evaluate a potential decision from all sides. 

C. Emotional Intelligence

How effective you are in managing your feelings and reading other people can affect the quality of your decision 
making. Emotional intelligence refers to qualities such as understanding one’s own feelings, empathy for 
others, and the regulation of emotion to enhance living. One component of emotional intelligence particularly 
linked to decision making is self-management, the ability to control one’s emotions and act with honesty 
and integrity in a consistent and adaptable manner. A person with strong self-management would not let an 
occasional bad mood ruin his or her day.

D. Quality and Accessibility of Information

High-quality information improves decision making, but many decision makers rely heavily on accessible 
information. A major potential contribution of Big Data to the quality of information is how smart or insightful 
that data might be. UPS makes highly effective use of Big Data. A related factor is that people are influenced by 
the first information they receive. A potential downside of Big Data is that it can lead to information overload 
and analysis paralysis, and create a belief that decision making can be entirely rational. Anchoring occurs 
when the mind gives too much weight to the first information it receives.

E. The Application of Artificial Intelligence (AI)

Managerial decision makers often relay on Big Data and its use of artificial intelligence. Managers are consumers 
of AI rather than producers in the sense that few managers are expected to be coders or data scientists. AI 
can have a major impact on decision making because it provides additional data for making many types of 
decisions. Examples include deciding on advertising appeals or selecting among hundreds of job candidates. 
AI is spreading so rapidly that it might already be considered an everyday technology, yet the manager or 
corporate professional still has to decide on which data are useful.

F. Political Considerations

Many decisions are based on political considerations such as favoritism, alliances, and the desire to stay in 
favor with powerful people. The status quo trap is decision making tied to political factors. You fail to challenge 
the status quo because you worry that being critical of how things are will invite criticism from key people. The 
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person with integrity is aware of not alienating people in power yet supports what he or she thinks is the best 
decision.

G. Degree of Certainty

The more certain a decision maker is of the outcome of a decision, the more calmly and confidently the person 
will make the decision. The three degrees of certainty are certainty, risk, and uncertainty. Risky decisions can 
be difficult to implement because people may not be confident that the steps will lead to good results. Effective 
managers often accept a condition of risk.

H. Crisis, Conflict, and Stress

In a crisis, many decision makers panic. Decision makers who are adversely affected by crisis perceive it to be 
a source of stress and make errors in judgment. A smaller number of managers perceive crisis as an exciting 
challenge, and are at their best. A recommendation for becoming more adept at decision making under crisis 
conditions is to anticipate crises and visualize how you might react to the situation. When conflict is not 
overwhelming, and is directed at real issues and not personalities, it can be an asset to decision making. It 
helps to visualize crises ahead of time. Conflict relates to crisis because both can be an emotional experience, 
and both be a source of stress.

I. Values of the Decision Maker

All decisions are ultimately based on values, such as concern for profits or concern for human welfare. Clinging 
to the status quo is a value and can be a hidden trap in decision making that can prevent optimum decision 
making.

J. Procrastination

Many decision makers are poor decision makers because they procrastinate, or delay taking action without 
a valid reason. Procrastination results in indecisiveness and inaction, and is a major source of self-defeating 
behavior. Although too much procrastination may interfere with effective decision making, rapid decision 
making is not always the most effective.

K. Decision-Making Styles

A manager’s typical pattern of making decisions is his or her decision-making style. According to the Decision 
Dynamic research, decisions differ in terms of how information is used, and how options are created. Some 
managers prefer to pore over information; others take the first decent option. Single focus decision makers are 
committed to one course of action. Multi-focused decision makers generate lists of options and may pursue 
multiple courses. A key suggestion in relation to decision-making style is to be aware they exist and reflect on 
your style.
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GROUP PROBLEM SOLVING AND DECISION MAKING

A group decision results when several people contribute to a final decision. They are an integral part of 
participative management.

A. Advantages and Disadvantages of Group Decision Making

Group decision making often results in high-quality solutions to problems because many people contribute, 
and it often leads to commitment. Integrating the perspective the group members increases the chances that 
the group’s idea will be a radical, breakthrough creative product. Groups also help avoid major errors when 
group members evaluate each other’s thinking.

Yet the group approach consumes considerable time and may result in compromise solutions that do not 
solve the problem. One of the most serious problems associated with group decision making is groupthink, 
a psychological drive for consensus at any cost. Many instances of groupthink might be caused by decision 
makers who see themselves as choosing between inevitable losses. The negative aspects of groupthink can 
often be avoided if the team leader encourages group members to express doubts and criticisms of proposed 
solutions.

Group decision making should be reserved for non-routine decisions of reasonable importance and for 
occasions when group acceptance of the decision is important.

B. A Specific Method of Group Problem Solving: The Nominal Group Technique

The nominal-group technique (NGT) allows for finding alternatives to problems and evaluating those 
alternatives. The term nominal means that for much of the activity, the participants are a group in name only 
because they do not interact. The steps involved in the NGT are as follows:

1 Generating ideas.

2 Recording ideas.

3 Discussing ideas. (Each recorded idea is discussed to determine clarity and importance.)

4 Voting on ideas. (Group members vote privately to prioritize the idea.)

5 Selecting the highest-ranking alternative.

The meeting ends with a silent, independent rating of the alternatives.

CREATIVITY AND INNOVATION IN MANAGERIAL WORK

Creativity is an essential part of problem solving and decision making. It is the process of developing novel 
ideas that can be put into action. By emphasizing the application of ideas, creativity is closely linked to 
innovation. An aspect of innovation that has permeated through society is disruptive innovation, referring 
to the way a new product or services transforms an existing market by bringing new simplicity, convenience, 
and affordability. Taxi-hailing services are an example of disruptive innovation. Managers play a key role in 
today’s innovation-driven economy because finding ways to generate powerful ideas has become an urgent 
managerial priority.
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A. The Creative Personality

Creative people are generally emotionally open and mentally flexible. They are therefore able to overcome the 
traditional way of looking at things, “think outside the box.” Creative thinkers break the rules. A key part of 
being creative is to think laterally. Lateral thinking spreads out to find many different solutions to a problem. 
Vertical thinking, in contrast, is an analytical, logical process that results in few answers.

B. Conditions Necessary for Creativity

Certain individual and organizational conditions are necessary for, or at least enhance, the production of 
creative ideas.

1 Expertise, Creative-Thinking Skills, and Internal Motivation. Creativity takes place when three components 
join together. Expertise refers to the necessary knowledge to put the facts together. Creative-thinking skills 
are important, such as knowing how to keep digging for alternatives, and not getting caught in the status 
quo. Motivation for creativity centers on being motivated primarily by the satisfaction and challenge of the 
work itself. The flow experience is a condition of heightened focus, productivity and happiness.

A fourth notable internal factor associated with creativity is curiosity. A study with a group of artisans 
sell goods via e-commerce found that a one-point increase on creativity measures was associated with 34 
percent greater creativity. 

2 Environmental Need Plus Conflict and Tension. Factors outside the individual are also important. An 
environmental need must stimulate the setting of a goal, and there should be enough conflict and tension 
to put people on edge.

3 Encouragement from Others. Encouragement, including a permissive atmosphere that welcomes creativity 
facilitates creativity. Not punishing for mistakes also helps. Another aspect of encouragement that enhances 
creativity is to encourage risk taking.

C. The Creative and Innovative Organization

Certain managerial and organizational practices foster creativity. The atmosphere must encourage creative 
expression, such as not punishing people for making honest mistakes. Seven categories of activities summarize 
much of what is known about what managers can do to establish a creative atmosphere are listed next. The 
combination of all or several of these factors contribute to a culture of innovation. A large international study 
found that a corporate culture that fosters innovation is the single most important factor in determining if a 
company will produce radical innovation.

1 Challenge. The right type and amount (not overwhelming) are important.

2 Freedom. Employees should have the freedom to choose how to accomplish a goal.

3 Resources. Managers need to allot time and money carefully to enhance creativity.

4 Rewards and recognition for innovative ideas. Even if internal motivation is important for innovation, external 
rewards and recognition are helpful.

5 Allocating time for innovative thinking. Workers need time to think to be creative. At Google, for example, 
coders and other knowledge workers have “20 percent time” in which they are free to pursue projects they 
are passionate about.
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6 Candid feedback, Gary P. Pisano says that unvarnished candor is essential for innovation because it facilitates 
the evolvement and improvement of ideas. Providing and accepting frank criticism shows respect, rather 
than disrespect.

7 Greater diversity in groups. Managers can also cultivate creativity by establishing a group of people with 
diverse backgrounds, particularly intellectual diversity.

As designated by Fast Company, two companies successful in fostering creativity and innovation are Warby 
Parker selling eyeglass on the Internet but now also in physical stores), and Domino’s (pizza delivery innovation 
for 45 years).

D. Organizational Programs for Improving Creativity and Innovation

Another aspect of the creative organization is formal programs or mechanisms for creativity improvement.

1 Creativity Training. A variety of techniques are used to encourage more flexible thinking, such as engaging 
in child play, and scavenger hunts. Cerebral techniques, such as asking “what if ” questions, are also used.

2 Brainstorming. The best-known method of improving creativity and generating fresh solutions to problems 
is brainstorming in which group members spontaneously generate numerous solutions to a problem 
without being discouraged or controlled. The presence of a trained facilitator enhances the productivity 
of brainstorming sessions. Natural light in the room may stimulate brainstorming. An advantage of 
brainstorming is that it encourages collaboration and building on the ideas of each other. Electronic 
brainstorming is also true.

3 Systematically Gathering Ideas. A powerful approach to developing an innovative organization is to 
systematically gather ideas from people inside and outside the firm. Under a program of idea quotas, being 
creative becomes a concrete work goal. Using quotas, creative ideas receive a financial reward. Wooden 
suggestions boxes have been replaced by an online system for offering suggestions.

4 Appropriate Physical Surroundings. The general idea is that creativity is facilitated when the physical environ-
ment allows for the flow of ideas. Yet many workers need private space to do their best creative thinking.

A caution about creativity is that a company has to focus on the most important creative ideas and not attempt 
every good idea. The company needs to optimize revenue and profits by focusing in the most promising new 
offerings. 

E. Self-Help Techniques for Improving Creativity

Self-help techniques have the best potential for improving creativity because they can be practiced frequently 
and not just during a training program. The general goal is to increase the flexibility of one’s thinking.

1 Six Specific Creativity-Building Suggestions. The six suggestions presented in the text, such as staying current 
in one’s field, are all aimed at increasing mental flexibility. “Identify the times when you are the most creative” 
should interest students.

2 Play the Roles of Explorer, Artist, Judge, and Lawyer. This approach encompasses many of the ideas already 
presented and points out the various roles played by a creative person in business. For example, one has to 
evaluate wild ideas and attempt to sell the most feasible one to management.
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3 Engage in Appropriate Physical Exercise. A well-accepted method of stimulating creativity is to engage in 
physical exercise. Perhaps exercise pumps more oxygen into the brain, and that exercise enhances activity in 
the frontal lobe, the region of the brain involved in abstract reasoning and attention.

4 Solicit Feedback on Your Performance. Even if you are not asking for feedback on creative suggestions 
exclusively, the feedback process is likely to sharpen your imagination. A study with 459 supervisor-employee 
pairs showed that both direct and indirect feedback enhanced creativity.

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 Describe a problem the manager of a new restaurant might face, and point to the actual and ideal conditions in 

relation to this problem.

One of many problems the manager of a new restaurant might face is a shortfall in the number of customers. 
As a result, people who pass by the restaurant do not enter because they think the restaurant is unpopular. 
The ideal condition would be the appearance of a busy restaurant so more people will be attracted (and cash 
receipts will increase). The actual condition is too few customers. A concentrated effort to bring in friends, 
family members, and their contacts might help.

2 How might the use of Internet search engines help you make better decisions on the job?

The major contribution of Internet search engines is that they usually lead to information that is relevant 
for the decision at hand, particularly when facts and figures are needed. The search may also identify other 
perspectives on the problem, thereby leading to a more balanced decision. The caution, however, is that a 
lot of people post inaccurate information on the Internet. They have the technical savvy to erect a website, 
but they post invalid information.

3 Assume that the director of a social agency was exploring different alternatives for decreasing the number of 
homeless people in the area. Describe how a political factor might influence his or her decision making.

A key political factor might be making a decision that she thinks would please influential people, including 
public office holders and business executives. The agency director might therefore avoid decisions that the 
influential people would probably dislike. A specific political factor here might be choosing an alternative 
that stands a good chance of being funded. If the legislators have favored building more shelters in the past, 
the director might suggest additional housing as an alternative. Choosing an alternative that is likely to be 
in favor with industrial philanthropy would also be a political factor. The agency director might believe that 
counseling the homeless would work the best, but he or she might think that such a proposal would not be 
in favor with legislators and industry executives.

4 Describe the general approach a firm of five real-estate developers might take to use the nominal group technique 
for deciding which property to purchase next.

The developers would assemble as a group. Each member would prepare a written description of his or 
her preferred property, along with an explanation. Later the real estate developers would rank each other’s 
alternative to decide on which is best. The five members are just about enough for the nominal group 
technique to be effective.
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5 Why should a manager worry about being a creative business thinker, when he or she can hire creative people?

True that a manager can hire creative people, but it is also a management role to be creative. Evaluating 
the creative ideas of others requires a little creativity. Furthermore, having some creative thoughts helps 
establish a manager’s credibility with the group.

6 To what extent do you think that homes built out of used shipping containers is a creative and innovative idea?

The fact that homes built out of used shipping containers is somewhat novel and definitely useful should 
qualify the idea as creative and useful. Yet some students might challenge how novel the idea is because 
homeless people often take shelter in any enclosed, or semi-enclosed, space they can find. 

7 It is widely accepted that the generation of creative and innovative ideas is important for the survival of the 
organization. But what should management do with the bunch of apparently useless ideas it receives?

Planning for useless ideas is important in the sense that employees should be advised in advance that only 
a very small number of the ideas submitted will be implemented because of resource restraints. To avoid 
discouraging submitters of ideas, management should mention that despite the reality of limited resources, 
the company is always looking for a breakthrough idea. All submissions should be acknowledged with 
perhaps an individualized comment be made about each submission.

COMMENTS ON SKILL-BUILDING EXERCISES

Helping a Company that Arranges Booking a Hotel by the Minute  
(End of Chapter – Skill-Building Exercise 5-A)

Here is an opportunity for students to participate in in a product development brainstorming session that 
is eminently practical. At the same time, the exercise reinforces the utility of brainstorming as a method of 
identifying creative ideas. Many of the suggestions will be humorous and frivolous, but a few useful suggestions 
will also emerge. Of course, jokes will emerge about traditional use of hotels by the hour for romantic encounters. 
It would not be surprising if a few ideas surfaced for giving remote workers an opportunity to find a different 
venue for 30 or so minutes. A subtle point this exercise addresses is whether all possible uses for micro short-
term uses of a hotel have already been exhausted.

Choosing an Effective Domain Name (End of Chapter – Skill-Building Exercise 5-B)

Count on your students to come up big in this exercise. Inevitably students will dream up a mélange of humorous, 
preposterous, and quite effective domain names. Examples include “rentajalopy.com” for a used car chain, and 
“rottencredit.com” for subprime personal loans. (The potential error here is that a domain name should predict 
what unsophisticated people will enter into the browser to find a product or service.) If an investigation shows 
that the domain name has already been taken, it may reflect that the students have demonstrated practical 
imagination. An advantage of this exercise is that it is eminently practical—cybersquatters have made millions 
doing the same thing.

Finding an Innovative Idea for a Product or Service  
(Internet – Management Now—Online Skill-Building Exercise)

This exercise illustrates an advanced and creative use of the Internet. Is it really possible to outsource innovation 
to the point that an individual or group of persons might be able to find a worthwhile ide for a new business by 



Essentials of Management 11e Instructor’s Manual 51 Chapter 5 Decision Making, Creativity, and Innovation

searching the Internet? Another approach to this exercise is that by surfing the Internet, a person might find 
a product or service worth duplicating. For example, there are several firms that offer software so truck fleets 
can optimize their use of fuel through such methods as taking more efficient routes, such as used by UPS. The 
Internet surfer might think, “There must be room for another company providing the same service.”

ANSWERS TO CASE QUESTIONS

The Blade Knife Company Seeks a Cutting-Edge Innovation (Case Problem 5-A)

The Blade Knife case is eminently practical because the problem of finding a feasible way to enhance revenue 
for a niche company is widespread. 

1 What is your evaluation of the suggestions offered for product diversification instead of innovation?

The suggestions product diversification offered by members of the management team seem practical 
because they align with the existing technology of the company. The suggestions of scissors, manicure kits, 
tweezers, and beer kegs all fit the Blade Knife ability to create useful steel-based products. No member of  
the management team suggested purchasing a company that fit their general industry, perhaps even a 
company that manufactured document shredders. 

2  Which one of the suggestions offered do you think has the best chance of bringing an innovation to Blade Knife?

Melissa’s idea of inviting company employees to submit innovative ideas is well worth a try. We suggest that 
any winning product idea receive a financial reward. 

3  In what way could Blade Knife possibly come up with a disruption for kitchen cutlery?

Blade Knife has to be careful here because a disruption to the cutlery business might terminate the 
company’s main product line. A possible disruptive technology would be a laser-driven cutter for the home 
and restaurants that would replace many knives.

7-Eleven Wants a Chunk of e-Commerce (Case Problem 5-B)

This case illustrates a useful type of business creativity: finding a new way to generate revenue without going 
into an entirely new business.

1 What problem or problems is the locker program supposed to solve?

The major problem the locker problem is supposed to solve is the gap between desired revenue and actual 
revenue for many 7-Eleven stores. A problem to be solved for customers using the locker service the theft of 
delivered packages.

2 How would you rate the 7-Eleven program in terms of creativity and innovation?

The 7-Eleven program of renting locker space has been tried by other stores and garages in the past, so it is 
not creative or innovative. Yet, the program might still be effective.

3 What do you think about the tradeoff between 7-Eleven renting locker space versus having the space available 
to sell more goods?

Here is a tough management decision. It seems probable that the extra foot traffic into the stores would 
generate enough extra income to compensate for the lost shelf space for sales. It is also possible that the 
7-Eleven store owners could use creative thinking to squeeze out a little extra shelf space to compensate for 
the space being occupied by the lockers.
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4 How big a problem is theft of delivered packages for online retailers? If this is a valid problem, what creative 
solution can you offer?

According to a 2016 article in Huffpost Business, 23 million people in the United States have been victims of 
“porch pirates.” In 2019, it was reported that 90,000 packages per day disappear in New York City. The crime 
has become an epidemic because frequently no one is around when packages are delivered, and online sales 
continue to grow. Among the solutions offered are the locker arrangement, staffed package-delivery stations 
in apartment buildings and complexes. Electronic solutions are also possible such as porch cameras and 
alarm devices should an unauthorized person pick up the package. (A passcode must be entered into a 
smartphone to pick up the package. without triggering the alarm.) Or, if you live in a neighborhood where 
Porch Pirates thrive, shop at a physical store.

EXPERIENTIAL EXERCISE

The Encouraging Manager Role Play

The purpose of this role play is to put into action what it means to be a manager who encourages creativity 
and establishes a permissive atmosphere. One person plays the role of a team leader or manager who wants to 
create the right type of environment for creativity. About five other students play the role of the group members. 
The scenario is a group meeting to lay the groundwork for the organizational unit to be more innovative. 
Even though the manager does not expect new-product ideas to emerge in this meeting, he wants to lay the 
groundwork for innovation.

Students watching the role-playing exercise might make comments on how effective the manager is in offering 
encouragement. Part of the feedback might be to point to specific words and phrases of encouragement, such 
as “I know you can do it,” and “I’ve watched you be creative before when you needed to be.”
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CHAPTER 6

Quantitative Techniques for  
Problem Solving and Decision Making
The purpose of Chapter 6 is to explain the application of a sampling of specialized techniques for planning and 
decision making. Several of the same techniques can also be viewed as control methods. The chapter begins 
with a discussion of data-based decision making. Forecasting techniques are then described, followed by two 
basic planning techniques, Gantt charts and milestone charts. PERT charts are then explained, followed by a 
description of break-even analysis, and decision trees for making financial decisions. Attention then shifts to 
inventory management by describing economic-order quantity (EOQ), and just-in-time inventory ( JIT). The 
chapter concludes with an explanation of the Pareto Diagram, often used to identify the nature of problems.

LEARNING OBJECTIVES

1 Explain how managers use data-based decision making.

2 Explain the use of forecasting techniques in planning.

3 Describe how to use Gantt charts, milestone charts, and PERT planning techniques.

4 Describe how to use break-even analysis, and decision trees for problem solving and decision making.

5 Describe how to manage inventory by using the economic-order quantity (EOQ) and the just-in-time ( JIT) 
system.

6 Describe how to identify problems using a Pareto Diagram.

CHAPTER OUTLINE AND LECTURE NOTES
Many managers base their decisions on data. In addition, to make planning and decision making more accurate, 
a variety of techniques based on the scientific method, mathematics, and statistics have been developed. All 
these techniques are useful, but they do not supplant human judgment and intuition. Software is available to 
carry out almost all planning and decision-making techniques.

DATA-DRIVEN DECISION MAKING

Many managerial decisions are based on facts rather than impressions or guesses. Quantitative techniques 
assist the process of data-based decision making, yet simply gathering facts can make data-driven facts possible. 
Many managers want to see the data before accepting a decision from a subordinate. Data-driven decision 
making refers to the idea that decisions are based on facts rather than impressions or guesses. It is more of 
an attitude and approach rather than a specific technique, and it is hardly new. Data-driven management 
stems from data-based decision making. A survey of 1,000 senior executives found that highly data-driven 
organizations are three times more likely to report improvements in decision making compared to firms that 
rely less on data. 
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Although data-based decision making is preferable in most situations, intuition and judgment still contribute 
to making major decisions. At times, relevant data may not be available, so acting on hunches can be essential.

II. FORECASTING METHODS

Planning involves predicting events and is therefore dependent upon forecasts. The forecasts used in strategic 
planning are especially difficult to make because they involve long-range trends.

A. Qualitative and Quantitative Approaches

Qualitative forecasts are based on subjective hunches and are still widely used. One qualitative method, the 
judgmental forecast, is based on a collection of subjective opinions. Quantitative forecasting involves using 
historical data or predictive models. A widely-used quantitative technique is time-series analysis (predicting 
trends based on the past). Many firms use quantitative and qualitative approaches to forecasting.

Three errors or traps are particularly relevant when making forecasts or estimates. One is the overconfidence 
trap, whereby people overestimate the accuracy of their forecasts. Two is the prudence trap in which people 
make cautious forecasts “just to be on the safe side.” Three is the recallability trap whereby our forecasts are 
influenced by the recall of extremely positive or negative incidents.

B. The Role of Artificial Intelligence in Forecasting

Artificial intelligence plays a major role in quantitative approaches to forecasting by providing data about 
associations among possibly thousands of facts and observations. For forecasting to be considered scientific, 
data and facts should be the basis for conclusions, and AI amasses facts and data. An advantage of AI for 
forecasting is that it is brutally honest, providing scold, hard truth. The facts provided by AI can be used to 
verify hunches, but the decision maker must decide if the facts are relevant. 

C. Types of Forecasts

Three types of forecasts used most widely—economic, sales, and technological—can be made by using both 
qualitative and quantitative methods.

1 Economic Forecasting. Economic forecasts predict business activity; however, forecasts about the general 
economy do not necessarily correspond to a particular product or service. Time span influences the accuracy 
of economic forecasts, with short-range forecasts being more accurate.

2 Sales Forecasting. The sales forecast is the primary planning document for a business, making forecasts from 
the marketing unit quite important. Strategic planners themselves may not be involved in making sales 
forecasts, but to develop master plans they rely on sales forecasts from the marketing unit. Sales forecasts 
are likely to be more accurate if they are based on several types of data. Feedback from the field sales force 
often provides useful data for forecasts.

3 Technological Forecasting. Technological forecasts predict what type of technological changes will take place. 
For example, by mid-2000 technological forecasts were made of the abundant availability of Wi-Fi at places 
of work, airports, hotels, and restaurants. These forecasts were highly accurate and spurred the development 
electronic devices for the wireless environment.
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D. Scenario Planning to Make Good Use of Forecasts

To make effective use of the knowledge provided by forecasts, it is helpful to plan how to adapt to the forecasted 
events. Scenario planning is the process of preparing responses to predicted changes in conditions. With 
the turbulence in the world, scenario planning has made a comeback in recent years. A good use of scenario 
planning would be to figure out in advance how to deal with a serious disruption in business, such as damage 
caused by a hurricane or epidemic. Royal Dutch Shell uses scenario planning in relation to the future use of 
energy sources. For example, what would the company do if 25 percent of automobiles in 10 years are electric-
powered?

E. The Delphi Technique for Increasing the Accuracy of Forecasts

Pooling thinking about forecasts can improve their accuracy. Using the Delphi Technique, a facilitator gathers 
the forecasts, as well as the reasons for them, from specialists in the panel. All the panelists then receive each 
other’s forecasts and reasons for the forecasts, and comment about this information.

GANTT CHARTS AND MILESTONE CHARTS

Both Gantt and milestone charts are used to monitor the progress of projects.

A. Gantt Charts

A Gantt chart graphically depicts the planned and actual progress of work and is also referred to as a time and 
activity chart. At any given time, the manager can see which activities have been completed on time. Because 
Gantt charts are used to monitor progress, they also act as control devices. The Gantt chart also depicts 
dependent activities, such as hiring contractors being dependent on first getting the building permit. 

B. Milestone Charts

A milestone chart is an extension of the Gantt chart. It provides a listing of sub-activities that must be 
completed to accomplish the major activities that are listed on the vertical axis. Each milestone serves as a 
checkpoint on progress, adding to the utility of Gantt charts as a control device.

PROGRAM EVALUATION AND REVIEW TECHNIQUE (PERT)

PERT is the most widely used network model. It is used to track the planning activities required to complete a 
large-scale, non-repetitive project. PERT is used most often for engineering and construction projects.

A. Key PERT Concepts

An event (or milestone) is a point of decision or the accomplishment of a task. An activity is time consuming 
aspect of a project or simply a task that must be performed.

B. Steps Involved in Preparing a PERT Network

The preparation of a PERT diagram can be divided into four steps: (1) prepare a list of all necessary activities; 
(2) design the network, relating the activities in proper sequence; (3) estimate the expected time required for 
each activity; and (4) calculate the critical path—the path through the PERT diagram that has the longest 
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completion time. The expected time in step 3 is based on estimates of the optimistic, pessimistic, and most 
probable times.

Expected time = O + 4M + P
6

Monitor to see that all critical events are completed on time and delay the start of activities not on the critical 
path, if necessary.

C. Advanced Considerations in PERT

PERT networks often specify hundreds of events and activities. Each small event can have its own PERT diagram.

1 Refined Calculation of Expected Times. The optimistic, pessimistic, and most probable times should be based 
on a frequency distribution of estimates. The optimistic and pessimistic times are then selected as the lower 
and upper ten percentiles of the distribution of times.

2 Resources and Cost Estimates. Advanced applications of PERT also estimate the amount of resources required. 
The resource and cost estimates can be calculated in the same manner as time estimates. Resource and cost 
estimates can then be attached to events, thereby suggesting at which point in the project they will most 
likely be incurred.

BREAK-EVEN ANALYSIS

Break-even analysis is a widely used method of determining the relationship between total costs and total 
revenues at various levels of production or sales activity.

A. Break-Even Formula

Break Even = Total Fixed Costs
Price – Variable Cost

Break-even analyses must be calculated frequently because fixed and variable costs may change quite suddenly.

B. Advantages and Limitations of Break-Even Analysis

Break-even analysis is beneficial because it focuses thinking on the volume of activity necessary to justify a new 
expense, and it can help make pricing decisions. However, break-even analysis (a) may be based on inaccurate 
estimates, (b) assumes static conditions, and (c) assumes that costs and sales are directly related (they may not 
be). If break-even analyses are calculated frequently, the static problem is overcome.

DECISION TREES

A decision tree is a graphic illustration of the alternative solutions available to solve a problem. Decision trees 
are designed to estimate the outcome of a series of decisions. A key concept is the expected value, the average 
value incurred if a particular decision is made a large number of times.

Figure 6-6 should be followed to understand the decision tree. Required first is an estimate of the probabilities of 
various alternatives. Second, the payouts from the alternatives must be estimated. Multiplying the conditional 
values by the payouts results in the expected values. Decision trees can be used to help make sequences of 
decisions by adding branches to the tree.
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INVENTORY CONTROL TECHNIQUES

Both manufacturing and sales organizations struggle with the question of how much inventory to keep on 
hand. Two approaches to dealing with this problem are described in this section.

A. Economic-Order Quantity

Economic-order quantity (EOC) is the inventory level that minimizes both ordering and carrying costs. The 
figures entered into the EOQ formula must be accurate. EOQ = the square root of twice the annual demand 
times the fixed costs divided by the annual carrying cost per unit.

B. Just-in-Time System

The purpose of the just-in-time (JIT) system is to minimize inventory and move it into the plant exactly when 
needed. The key principle is to eliminate excess inventory by producing or purchasing parts, subassemblies, 
and final products only when—and in the exact amount—needed. Yet a case study of the automotive industry 
in China concluded that the whole logistics system and the relationship with suppliers are of vital importance. 
Reducing waste is the core just-in-time philosophy. Three such wastes are overproduction, waiting, and stock.

Procedures and Techniques. JIT involves many different techniques. Knowing them provides insight into the 
manufacturing system used by many successful Japanese companies. Three major techniques are: (1) short 
production lead times; (2) high inventory turnover; and, (3) neatness.

1  Advantages and Disadvantages of the JIT Inventory System. JIT can lead to improved quality, reduced inven-
tory costs, and shorter production cycle times. A JIT system, however, is most applicable to highly repetitive 
manufacturing operations. JIT must be placed in a supportive or compatible environment. Suppliers can be 
at a disadvantage because they are forced into difficult-to-achieve delivery cycles. The savings from JIT can 
be deceptive because suppliers may increase their prices to compensate for maintaining large inventories 
for their customers.

The potential disadvantages of JIT became apparent during the coronavirus pandemic. Some manufac-
turers and retailers suffered from not having sufficient inventory on hand to meet an explosive surge in 
 demand for some products, such as hand disinfectants. 

PARETO DIAGRAMS FOR PROBLEM IDENTIFICATION

One problem identification technique uses a Pareto diagram, a bar graph that thanks types of output 
variations by frequency of occurrence. Managers and other workers often use Pareto diagrams to identify the 
most important problems or causes of problems that affect output quality.

In a Pareto diagram, the cause of a problem is plotted on the x-axis (horizontal). The cumulative effects both in 
frequency and percent are plotted on the y-axis (vertical). The bars are arranged in descending order of height 
(or frequency of occurrence) from left to right across the x-axis. As a consequence, the most important causes 
are at the left of the chart. Priorities are then established for taking action on the few causes that account for 
most of the effect. According to the Pareto principle, generally 20 percent or fewer of the causes contribute to 
80 more of the effects.

The Pareto Diagram fits data-driven management and decision making because it helps pinpoint opportunities 
and problems. Although the 80/20 principle is a general guide, it is a close approximation of reality in many 
situations.
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COMMENTS ON END-OF-CHAPTER QUESTIONS
1 When a middle manager was asked if he was good at arithmetic, he replied, “Why should I be? I make all my 

calculations by computer.” What is your evaluation of his response to the question?

Although it is true that all calculations can be made by using the calculator (or spreadsheet) on a computer, 
the middle manager is missing an important point. The ability to calculate problems by hand often leads to 
a better understanding of the problem. Furthermore, calculating by hand will sometimes prompt a person 
to think through whether or not the answer is realistic. For example, a manager might be calculating the 
revenue per employee, and the computerized answer is $10,000,000. A hand calculation, or even using an 
off-computer calculator, might trigger the manager to think the answer is unrealistically high.

2 Visualize yourself as the manager of an athletic club. Give three examples of data you might be able to use in 
making decisions about how to improve the profitability of the club.

You might analyze the demographics to see which groups of people are the most represented in the club. An 
advertising campaign or other promotions might be geared to attract more of these people. For example, 
many clubs are finding that retired people who use the club during the day are a fast-growing membership 
group. You might also analyze if there are hours when membership use is so low it might not pay to keep the 
club open. You might also collect data on which types of food sell well to cut down on waste.

3 Gantt charts have been around for more than 100 years, even though they are now implemented with software. 
Why do Gantt charts have such staying power?

Gantt charts most likely have such staying power because they reflect a fundamental truth about task 
accomplishment that has never changed, and probably never will. You accomplish a project by dividing it 
into tasks that need to be done by certain dates, and often in sequence. The pyramids in Egypt were built 
this way, and so are space stations.

4 How might you apply break-even analysis to estimate the payoff from your post-secondary school education?

The student would need to track all the investments made in secondary school education including tuition, 
books, lodging, food, transportation, and interest on any loans. It might also be useful to include opportunity 
costs or the amount of income that could have been earned while attending school fulltime or part-time. 
Fixed costs and variable costs might not be so relevant here. The next step would be to calculate the amount 
of revenue earned after graduation, and observe at what point the revenue was equal to total education 
costs. A student might conclude, for example, that it would take five years to break even. After that point, the 
big payoffs from a secondary school education would be realized.

5 How might the Pareto principle apply to merchandise returned from online shoppers?

An analysis of merchandise returned from online shoppers is likely to reveal that a small percentage of the 
goods sold is responsible for a large percentage of the returns. We suspect that closely fitting clothing such 
as shirts and blouses account for many of the returns. The problem is that the fit might not be right. Many 
electronic gadgets are returned because the purchaser is unable to get the device to operate properly.
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6 At least one half of new restaurants fail within the first couple of years, even when these restaurants appear to be 
busy much of the time. Describe how two of the techniques described in this chapter might help a person prevent 
opening a restaurant that is doomed to fail.

A good starting point for the prospective restaurant owner would be to conduct a break-even analysis to 
calculate how much sales volume would be necessary to cover costs. The calculation might reveal, that even 
with the restaurant at 80 percent capacity, the revenues would not cover anticipated costs. (The physical 
space for diners might be too small to have enough diners to make a profit.) Closely linked to the break-even 
analysis, the prospective owner might get assistance in developing an economic forecast of the amount of 
business possible.

7 An important part of management is dealing with people. Where is the human touch in any of the techniques 
described in this chapter?

The human touch is buried in these techniques because so often the analyst has to interact with people. 
For example, to make forecasts you often have to interview people to obtain input. Also, to prepare a valid 
PERT network, you have to understand individual differences in human capability in terms of getting tasks 
accomplished on time. The time estimates for task completion are also based on what people accomplished 
in the past.

COMMENTS ON SKILL-BUILDING EXERCISES

Developing a PERT Network (End of Chapter – Skill-Building Exercise 6-A)

A Pert diagram to match these data is as follows: Information needed to complete the PERT Diagram.

Event Description
Time Required 

(units) Preceding Event

A Complete audit of employee interest  6 none

B Compare to other companies 15 A

C Collect internal information  6 A

D Identify fitness needs  3 B, C

E Identify features of the center  7 D

F Elicit employee participation 20 A

G Implement fitness program  6 E, F

H Measure participation in center  8 G

A
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Break-Even Analysis (End of Chapter – Skill-Building Exercise 6-B)

1 How many monitors will you have to sell each month before you start to make a profit?

BE = TFC = $1,060 = 30.68 (31 monitors to clear the break-even point)
P–VC $65 – $30.45

2 If the average cost of your monitors rises to $35, how many monitors will you have to sell each month if you hold 
your price to $65 per unit?

BE = TFC = $1,060 = 35.33 (35 monitors to clear the break-even point)
P–VC $65 – $35.00

The Reality of the Pareto Principle (Internet – Management Now—Online Skill-Building Exercise)

Many examples of the Pareto Principle can be found by entering either “The Pareto Principle” or “the 80-
20 principle.” Using more than one search engine is always helpful, because different search engines reveal 
different results despite the widespread belief that using Goggle covers all relevant websites.

ANSWERS TO CASE QUESTIONS

CEO Baxter Strives for Data-Based Decision Making (Case Problem 6-A)

This case illustrates the reality that not all data produced by advanced analytics or Big Data is useful in terms 
of improving operations.

1 What advice can you offer Roger, Samantha, and Charlotte to better impress Baxter about the usefulness of 
analytics and Big Data at the company?

Roger, Samantha, and Charlotte would impress Baxter more if they could provide specific examples of how 
the large mass of data actually made a difference in the efficiency or effectiveness of the firm. Roger, for 
example, might point to how analytics warded of the necessity of replacing a machine.

2 What advice can you offer Baxter to help him be more realistic about the use of Big Data and data-based decision 
making at the company?

Baxter’s comments suggest that perhaps he is predisposed to not accept the contribution of advanced 
analytics and Big Data. He might probe further as to what specific improvements in operations are stemming 
from the use of the masses of data. For example, he might ask Samantha if the data she has been collecting 
have an impact on employee turnover.

3 What, if any, ethical issues are involved in this case?

The revelations by Samantha and Charlotte possible suggest that the amount of data about employees deign 
collected borders on an invasion of privacy. If privacy is being evaded, we have an ethical issue.
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The Alarming Walk-In Bathtub Forecast (Case Problem 6-B)

This case illustrates the dilemma a manager faces when a quantitative forecast not only contradicts what he 
believes, but might also drastically modify his marketing plan. 

1 How seriously should Marvin take the AI forecast of declining or stable demand for walk-in bathtubs?

The AI findings about the demand walk-in bathtubs appear to have a logical and plausible explanation. 
Marvin should therefore take the forecast seriously, and perhaps lower his optimism about demand. 

2 What do you think Chloe should do to better convince Marvin of her findings?

It might be politically unwise to for Chloe to work any harder at convincing Marvin of her findings. She has 
fulfilled her professional responsibilities by presenting an objective report to Marvin, and should not feel 
obligated to make a hard sell of her findings.

3 When Marvin submits his sales forecast for walk-in tubs to upper management, what ethical obligation does he 
have to incorporate the AI findings submitted by Chloe?

Marvin should feel some ethical obligation to report the AI-based forecast. At the same time, he can point 
out that the findings do point to at best a stable demand for the walk-in tubs. Marvin can also point out that 
he is using his managerial judgment to supplement the AI-based forecast.

EXPERIENTIAL EXERCISE

Data-Based Decision-Making Role Play

A group of about six students assemble in front of the classroom, or the entire class can be divided into groups 
for the same purpose. One person plays the role of the manager in charge of the meeting that has been assembled 
to discuss an important matter such as ideas for a new product, cost reduction, or the improvement of business 
processes. The role players first agree on the purpose of the meeting. During the meeting each suggestion 
offered by a group member should be framed so it appeals to a data-driven manager. If the suggestion does 
not include enough data support, the manager will ask for more data. Students have a license to fabricate data 
to back up their suggestions for this exercise. (The section on data-based decision making in the chapter will 
provide a few clues to this approach.) Here is another example:

Group Member: I have a great idea for launching a new fruit drink. We place a few smiley faces on the label 
because the whole world loves a smiley face. We can’t lose with this idea.

Manager: The whole world? What evidence do you have about the percentage of people who like smiley 
faces versus the percentage who dislike them? Get back to me when you have some useful data and facts.
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CHAPTER 7

Job Design and Arranging Work
Chapter 7 describes the major approaches to job design. Work teams as part of job design are described in 
Chapter 13. The chapter begins with a description of some important concepts of job design including the 
following: job enrichment, the job characteristics model, job involvement, job enlargement, and job rotation. 
Job crafting, followed by ergonomic factors, are also described. In addition, modified work schedules are 
presented including the compressed workweek and telecommuting because they are part of the arrangement 
of work. The chapter concludes with a discussion of the link between job design and high-performance work 
systems.

LEARNING OBJECTIVES

1 Describe the importance of job specialization and job design including automation and robots.

2 Describe job enrichment, including the job characteristics model.

3 Describe job involvement, enlargement, and rotation.

4 Explain how workers use job crafting to modify their jobs.

5 Illustrate how ergonomic factors can be part of job design.

6 Summarize the various modified work schedules.

7 Explain how job design can contribute to a high-performance work system.

CHAPTER OUTLINE AND LECTURE NOTES
There are two primary ways of subdividing the overall tasks of an enterprise. One is job design; the other is 
departmentalization (Chapter 8).

JOB SPECIALIZATION AND JOB DESIGN

Job specialization is the degree to which the jobholder performs only a limited number of tasks. High-level 
specialists include an investment consultant for mutual funds, and a surgeon who concentrates on liver 
transplants. Specialists at the first job level are often referred to as entry-level workers, production specialists, 
support workers or operatives.

1 Advantages and Disadvantages of Job Specialization. Job specialization allows for the development of expertise 
within the work force. Specialized jobs at lower occupational levels require less training than would the 
creation of generalists. However, specialization can lead to difficulties in coordination, and many employees 
dislike the monotony associated with specialization.

2 Automaton, Robots, and Job Specialization. Automation is used to perform highly specialized tasks formerly 
performed by humans. A major purpose of automation is to increase productivity by reducing the labor 
content required to deliver a product or service. The computerization of the workplace represents automation 
in hundreds of ways, such as personal computers decreasing the need for clerical support in organizations. 
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Automation enhances job satisfaction when annoying or dangerous tasks are removed, and automation 
does not result in job elimination. Online shopping is an automated activity that has eliminated many retail 
sales positions. 

Robots are a major part of automation, and now perform many tasks outside of the factory. An advanced 
example is that drones and algorithms are performing many home appraisals that were performed in the 
past by home appraisers. A major advance in the business use of robots is collaborative robots (cobots) that 
work alongside humans performing specialized tasks. Cobot arms programmed to brake when they touch 
humans, to minimize accidents. 

A. Job Description and Job Design

Before designing a job, it is necessary to have a job description, a written statement of the key features of 
a job, along with the activities required to perform it effectively. A carefully written job description can give 
employees the structure and direction they might need. 

JOB ENRICHMENT AND THE JOB CHARACTERISTICS MODEL

Job enrichment is an approach to making jobs involve more challenge and responsibility, so they will be more 
appealing to most employees.

1 Characteristics of an Enriched Job. The nine job dimensions that contribute to an enriched job are (1) direct 
feedback, (2) client relationships, (3) new learning, (4) control over method, (5) control over scheduling, 
(6) unique experience, (7) control over resources, (8) direct communication authority, and (9) personal 
accountability.

A highly enriched job with all nine of the preceding characteristics gives the job holder an opportunity 
to satisfy high-level needs, such as self-fulfillment. The jobs of managers and information technology 
specialists are often over-enriched resulting in stress. Many of the characteristics of an enriched job are now 
incorporated into managerial approaches such as empowerment and employee engagement.

2 The Job Characteristics Model of Job Enrichment. The job characteristics model is an extension of job 
enrichment and focuses on the task and interpersonal dimensions of a job. Five measurable characteristics 
of jobs lead to improvements in employee motivation, satisfaction, and performance: (1) skill variety, (2) 
task identity, (3) task significance, (4) autonomy, and (5) feedback.

These five core job characteristics relate to three critical psychological states: skill variety, task identity, 
and task significance. A redesigned job must lead to these three psychological states for workers to achieve 
positive job outcomes. 

JOB INVOLVEMENT, ENLARGEMENT, AND ROTATION

The motivational aspects of jobs can also be improved through job involvement, job enlargement, and job 
rotation. Job involvement is the degree to which individuals are identified psychologically with their work. It 
also refers to the importance of work to a person’s total self-image. Job enlargement refers to increasing the 
number and variety of tasks within a job. It is also referred to as horizontal job loading. Job enlargement can 
lead to challenges in handling multiple priorities. An approach to job enlargement has surfaced as a way for 
companies to reduce compensation costs when new positions are filled. In one variation of this approach, a 
mid-level position is combined with a more junior one, and offered at a lower salary.

Job rotation is the temporary switching of job assignments and can sometimes be achieved by two companies 
sharing workers. Formal programs of job rotation usually last about one year. 
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JOB CRAFTING AND JOB DESIGN

The contemporary view is that a job description is only a guideline: the competent worker is not confined 
the constraints of a job description. He or she takes on many constructive activities not mentioned in the job 
description. Workers today must occupy flexible work roles. Employees craft their jobs by changing the tasks 
they perform and their contacts with others to make their jobs more meaningful.

Job crafting refers to the physical and mental changes workers make in the task or relationship aspects of 
their job. Three common types of job crafting are changing: (1) the number and types of job tasks; (2) the 
interactions with others on the job; and (3) one’s view of the job.

Current research on job crafting identifies two broad dimensions, role crafting, and resource crafting, with both 
having subdimensions. Role crafting includes work-role expansion, and social expansion. Resource crafting 
includes the components of adoption, metacognition, and withdrawal. An example of withdrawal would be 
to take a brief walk away from a nasty co-worker. Job crafting also takes place at the group level, whereby the 
group collectively decides how to improve and enlarge the position. 

A concern about job crafting is that it can actually lower performance as well as cooperation with co-workers. 
Crafting can take time away from job duties that are useful to the organization and job performance. 

The various approaches to job design provide useful information about how jobs can be made more satisfying 
and lead to more productivity. Another consideration is job embeddedness—the array of forces attaching 
people to their jobs. One dimension of embeddedness is links or connections to people and the community. A 
second is the sacrifice that would be made if the job were left. Third is fit, or compatibility with the organization 
and the outside environment.

ERGONOMICS AND JOB DESIGN

A job should be laid out to decrease the chances that it will physically harm the incumbent. According to 
OSHA, ergonomics is the science of fitting the worker to the job. A key principle is that workers should be able 
to adopt several different postures that are safe and comfortable.

A. Musculoskeletal Disorders Including Carpal Tunnel Syndrome

Musculoskeletal disorders represent more than 100 injuries that take place when there is a mismatch between 
the physical requirements of the job and the physical capacity of the human body. Overuse is a common 
problem.

Musculoskeletal disorders also include cumulative trauma disorders, injuries caused by repetitive motions 
over prolonged periods of time. These disorders account for almost one-half of occupational injuries and 
illnesses in the United States. The most frequent cumulative trauma disorder is carpal tunnel syndrome, 
which occurs when frequent wrist bending results in swelling, leading to a pinched nerve.

To help prevent and decrease the incidence of cumulative trauma disorder, many companies are selecting 
equipment designed for this purpose. Rest breaks also help. Maintaining good posture is helpful, as is making 
less use of the mouse.
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B. Back Problems

Back pain remains one of the most common complaints in the workplace, with only the common cold 
accounting for more lost days of work. Many cases of back pain stem from ergonomic problems, including 
hunching to use the computer. Employers who make a good-faith effort to provide ergonomic support and try 
to engineer hazards out of the workplace are likely to get good cooperation. The good posture shown in Figure 
7-5 will help prevent back problems, and so will knowing how to lift properly such as bending from the knees.

C. Noise Problems

Repetitive motion disorders and other musculoskeletal disorders are well-publicized ergonomic problems. 
Another recurring problem is uncomfortable noise levels. Constant ringing of cell phones and smartphones is 
another problem. A study conducted at the Occupational Health Nursing Program at the University of Michigan 
demonstrated that chronic noises in the workplace cause an increase in blood pressure and heart rate.

MODIFIED WORK SCHEDULES AND JOB DESIGN

Many workers today have a choice in deviating from the traditional five-day, 40-hour workweek. A modified 
work schedule is any formal departure from the traditional hours of work, excluding shift work and staggered 
work hours. In addition to being part of job design, modified work schedules can increase job satisfaction and 
enhance recruiting.

A. Flexible Working Hours

Employees with flexible working hours are required to work certain core hours but have some flexibility in 
starting and stopping times. Exempt employees are more likely to participate in flextime. Many employers 
believe that flexible working hours enhance productivity for reasons such as decreasing employee absenteeism 
and stress.

Flexible working hours may not be suitable when workers are dependent upon one another during a specific 
time period. Employees who can work independently are the best suited for flexible working hours. Managers 
need to arrange tasks so the employee will have enough to do when other workers are not present.

B. Compressed Workweek

A compressed workweek is a full-time schedule that allows employees to work 40 hours in less than five days. 
Compressed workweeks are well liked by employees whose lifestyle fits such a schedule. Many employees do 
not have the energy to work the prolonged days required the compressed workweek.

C. The Remote Workforce and Telecommuting

An estimated 20 to 30 million people in the United States work at home, out of their cars, or another offsite  
location, or as a corporate employee working on the premises of a corporation’s customer. During the 
coronavirus, untold millions of workers worked remotely. One estimate was 60 million people.) Tele com mut-
ing is an arrangement in which employees use computers to perform their regular work duties at home, in a 
satellite office, or remote worksite. Telecommuting also takes place at coffee shops, Wi-Fi cafés, boats, and RVs. 
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Teleworkers also attend meetings on company premises and stay in contact by telephone and teleconferences. 
Many small businesses operate with informal telecommuting programs.

1 Advantages of Telecommuting. Telecommuting makes life easier for employees and also helps employers. 
Productivity usually increases about 25 percent. Overhead, such as rent for office space, decreases. A wider 
range of employee talent can be reached. Telecommuting also makes a direct contribution to green initiatives 
for reasons such as less fuel used for commuting.

2 Disadvantages of Remote Work. Career retardation can occur, some telecommuters feel isolated, luncheon 
restaurants suffer, and telecommuters may feel exploited because of working beyond standard working 
hours. Loyalty and teamwork are difficult to develop. Workers in the company office may feel lonely with 
fewer workers around. Teleworkers positioned in coffee shops may lose focus on company work. Also, the 
creativity-enhancing exchange of ideas is missing.

In recognition of the potential disadvantages of remote work before the coronavirus pandemic, several major 
business organizations reduced or eliminated their telework programs. 

D. Job Sharing

Job sharing is a work arrangement in which two people who work part-time share one job. The two job sharers 
divide the job according to their needs, such as dividing up the days of the workweek. Job sharing appeals 
mostly to people whose lifestyle does not allow a full-time job.

E. Part-Time and Temporary Work and the Gig Economy

Part-time work is a modified work schedule offered by about two-thirds of employers. Managers and 
professionals who choose to reduce their working hours so as to have more time for personal life represent 
another category of part-time workers.

Temporary employment is popular, with some employers even hiring part-time managers, engineers, lawyers, 
and other high-level workers. Collectively, part-time and temporary employees constitute one-fourth to one-
third of the workforce. Given that they are hired contingent upon an employer’s need, they are referred to as 
contingent workers. Contingent employment now even takes place for executive positions, particularly for 
managers who can execute strategies and bring about operational efficiencies.

A growing part of the workforce is referred to as the gig economy, or workers who are involved in some form 
of freelancing, contracting, temporary work, often based on outsourcing. The Uber-economy is another term 
for the gig economy. Members of the gig economy rarely receive benefits. According to one estimate, 57 million 
workers in the United States are freelance workers, with most of them working part-time.

1 Shift Work. The purpose of shift work is to provide coverage during nonstandard hours. The three schedules 
are days, evening, and nights. Shift work is also a lifestyle that affects productivity. Shift work disrupts the 
natural rhythm of the body and creates job problems such as a high incidence of drug and alcohol problems. 
With proper training, employees can adjust better to shift work.

JOB DESIGN AND HIGH-PERFORMANCE WORK SYSTEMS

A major purpose of job design is to enhance job performance and productivity. High-performing work systems 
are much like job enrichment. A high-performance work system is a way of organizing work so that front-line 
workers participate in decisions that have an impact on their jobs and the wider organization. For the system 
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to work, workers must have reasonable autonomy in their jobs; access to helpers is needed; teams must be self-
managing; and problem-solving and quality-improvement teams must be removed from their regular work. All 
four practices must be supported by the company’s overall approach to human resource management.

A recent study in China investigated the impact of a high commitment work system (a subset of a HPWS). A key 
finding was that a high-commitment work system was associated with higher creativity. Furthermore, a more 
recent study in as variety of Canadian workplaces found that a high-commitment work system was associated 
with both product and process innovation. 

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 Under what circumstances might a college graduate want to join the gig economy?

If the college graduate was between full-time positions, an occasional gig would be better than no 
employment. Even as part-time employment, the gig experience can be valuable. The college graduate 
would have a chance to practice a type of expertise, such as setting up a smartphone or assemble packaged 
equipment. The money could be a nice supplement to a salaried job. And most importantly, the gig worker 
could hone interpersonal skills and have direct contact with consumers. Another consideration is that some 
college graduates prefer the lifestyle of an independent worker to that of having a fulltime, salaried job. 

2 A while back, a few companies would hire talented people at a good salary, with the assignment of simply “doing 
something useful and profitable.” Were these hiring managers irresponsible? What kind of worker would perform 
well in such a position?

As unusual as this practice sounds, it can make sense. An enterprising, creative individual can justify his or 
her salary by either adding revenue to the company or finding ways of saving money. The person would also 
have to be able to deal well with ambiguity. Before Jeff Bezos founded Amazon.com, he worked for a firm that 
gave some of the staff license to engage in any work activity they thought could become profitable.

3 In about 35 words, write the job description for: (a) a restaurant manager, (b) the chief marketing officer at Tesla, 
and (c) the head coach of one of your favorite athletic teams.

The job description presented in the section on job design can provide a useful framework for the  
student. Here are some suggestions for the job description of a restaurant manager: Responsible for the 
overall management and profitability of the restaurant; works with the chef in planning meals; works 
with advertising agency in marketing the restaurant and developing a theme; responsible for recruiting 
and selecting wait staff and kitchen staff; working with suppliers to obtain high-quality food supplies at 
acceptable costs; and directs the activities of others in maintaining impeccable restaurant appearance.

4 What are the benefits of frequent job rotation for a person who would like to become a high-level manager?

Frequent job rotation would benefit the potential manager in several ways. Job rotation is quite useful in 
helping a person develop the broad perspective that managers need. Frequent job rotation is also good skill 
training for learning to adapt to change. Also, job rotation helps a potential manager develop empathy for 
people doing varied types of work.



Essentials of Management 11e Instructor’s Manual 68 Chapter 7 Job Design and Arranging Work

5 What objections might labor unions have to the continuing growth of robot use?

Many technologists and labor economists think that robots will eventually contribute to more jobs in 
economy. But the cruel reality is that for the short-term, robots displace human workers. With fewer workers, 
unions will have fewer people to join the unions. Also, most union leaders want to help people earn a good 
livelihood. If you are replaced by a robot, your livelihood might suffer. 

6 Would you be satisfied as a remote worker? Why or why not?

Answering this question accurately require careful self-analysis of both work habits and career goals. Most 
students who are early in their career prefer the interaction of a company office, including the opportunity to 
make contacts that will help them advance. Those students who prefer to focus their energies on performing 
a technical skill well, will often welcome telecommuting. A major factor is whether the student perceives 
his or her self-discipline to be strong enough to work alone without supervision and structure. Without self-
discipline telecommuting can be frustrating because of the frequent conflict about whether to do something 
other than work during working hours.

7 How would a manager know if the jobs he or she supervises fit well into a high-performance work system?

When jobs fit into a high-performing work system the incumbents are empowered to contribute to important 
decisions affecting their work. If the manager encouraged such input, the jobs would therefore fit into a 
high-performance work system. The more complex approach to understanding whether the jobs fit a high-
performing work system would be whether each employee’s supply of organizational resources equaled his 
or her demand or need for these resources. For example, the manager might reflect on whether he or she is 
being supported when the employee asks for assistance.

COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

How Involved Are You? (In Chapter – Figure 7-4)

The job involvement scale helps students think through the seriousness of their commitment to work. Students 
might be asked if they thought that very high involvement could foster workaholism.

The Ideal Home-Based Office (End of Chapter – Skill-Building Exercise 7-A)

Students can be counted on to do an outstanding job on this assignment. Often, they add a touch of humor, 
such as having the office overlook San Francisco Bay. An outstanding approach to this assignment would take 
into account time-and-motion efficiency, avoiding ergonomics problems, and minimizing distractions.

The Ergonomic Audit of Heavy Users of Text Messages (End of Chapter – Skill-Building Exercise 7-B)

In years past, there were many cases reported of “BlackBerry thumb,” but less mention is now made of this 
problem. Because smartphone uses average over four hours use per day of their phones, the ergonomic audit 
should turn up some problems. A recent study indicates that hunching over to use the smartphone so often 
leads to lowered lung capacity.



Essentials of Management 11e Instructor’s Manual 69 Chapter 7 Job Design and Arranging Work

Best Jobs (Internet – Management Now—Skill-Building Exercise)

Some careful digging may be required to find a few best jobs. Students are likely to find that the positions 
perceived to be best jobs are not necessarily the highest-paying. A communality among the positions is likely 
to be the opportunity pursue one’s passion, such as traveling around the world, interacting with celebrities, or 
helping unfortunate people.

ANSWERS TO CASE QUESTIONS

Dental Hygienist Kelsey Crafts Her Job (Case Problem 7-A)

A key point illustrated by this case is that job crafting can sometimes push the limits of what is acceptable 
behavior, particularly when a person drifts too far away from his or her expected role.

1 In what way is Kelsey engaging in job crafting?

Kelsey is engaging in job crafting because she moves beyond the traditional role or job description, of a 
dental hygienist to give advice about matters not related to teeth or gums. One example is that she strongly 
recommended a franchise math tutoring service that would help the son of patient Gia. 

2 If Kelsey is crafting her job, how might it be contributing to her job satisfaction?

Kelsey appears to be experiencing high satisfaction from offering advice outside the confinements of the 
role of a dental hygienist. Otherwise she would not continue to offer such advice.

3 Advise Jennifer and Dr. Malcolm what they should do about Kelsey going beyond a traditional definition of the 
role of a dental hygienist.

Jennifer and Dr. Malcolm might gently explain to Kelsey that her concern for the total patient is welcome but 
that her expanded role has been the source of complaints from patients. The two might also point out the 
potential legal liability of Kelsey giving unsolicited advice beyond her role as a dental hygienist. 

Some Uber Drivers Want to Be Employees (Case Problem 7-B)

This case about Uber drivers illustrates a major issue in employment law today—who qualifies as an employee 
versus being a contractor?

1 What might Uber management do to keep Uber drivers happy, and not file lawsuits against the company?

The nature of the lawsuits against Uber, provide clues to what management can do, assuming these 
improvements are affordable. As Uber has already started, providing benefits to the drivers will keep them 
happier. Reimbursing Uber drivers for reasonable expenses would be another job satisfier.

2 How might the job of an Uber driver be enriched?

One small enriched task would be for drivers to conduct a little market research, such as asking customers 
how the Uber experience could be improved or keeping a few tallies on which demographic groups are being 
most frequently served by Uber.
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3 Why is this case significant for management throughout most of the modern world?

Even if the percentage of the workforce working as subcontractors is still relatively small it is still substantial, 
especially if we include people who do contract work in addition to salaried employment. We can therefore 
expect many more arguments and lawsuits about who is an employee, versus who is a contract worker.

EXPERIENTIAL EXERCISE

Applying the Job Enrichment Dimensions

The nine job enrichment dimensions listed below contribute to an understanding of job design, and they are 
described on pages 193-195 of the text. Students might be asked to think through any job with which they are 
familiar, including any entry-level job they hold or have held. The job should be rated on a 1-to-5 scale on each 
of the presented below. The rating can be placed in brackets to the right of the dimension. In addition, students 
might suggest any way an improvement on some of these dimensions would be possible. For example, for the 
dimension unique experience, a retail assistant manager might jot down, “give more chance to decide how the 
store should be laid out.”

1. Direct feedback.

2. Client relationships.

3. New learning.

4. Control over method.

5. Control over scheduling.

6. Unique experience.

7. Control over resources.

8. Direct communication authority.

9. Personal accountability.
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CHAPTER 8

Organization Structure,  
Culture, and Change
Chapter 8 describes a variety of approaches to subdividing work at the organizational and unit levels. To 
further an understanding of organizations, we also describe organizational culture and change. At the risk 
of oversimplification, structure is the hard side of organizations, and culture and change are the soft side. 
The chapter begins with a discussion of bureaucracy and departmentalization, followed by a description of 
modifications of the bureaucratic structure: the matrix structure, flat structure, downsizing and outsourcing, 
and the horizontal structure. Other key concepts related to structure described here are delegation, 
empowerment, and decentralization. The chapter concludes with a discussion of organizational culture, 
followed by organization change including a shift to Six Sigma quality.

LEARNING OBJECTIVES

1 Describe the bureaucratic organization structure and discuss its advantages and disadvantages.

2 Explain the major ways in which organizations are divided into departments.

3 Describe four modifications of the bureaucratic structure.

4 Identify key factors that influence the selection of organization structure.

5 Specify how delegation, empowerment, and decentralization spread authority in an organization.

6 Identify major aspects of organizational culture.

7 Describe key aspects of managing change, including gaining support for change.

CHAPTER OUTLINE AND LECTURE NOTES

BUREAUCRACY AS AN ORGANIZATION STRUCTURE

Work can be divided into jobs for individuals and groups. Work is also subdivided through an organization 
structure—the arrangement of people and tasks to accomplish organizational goals. A bureaucracy is a 
rational, systematic, and precise form of organization in which rules, regulations, and techniques of control 
are precisely defined. Most other forms of organization derive from bureaucracy.

A. Principles of Organization in a Bureaucracy

The essence of bureaucracy can be understood by identifying its major characteristics and principles.

1 Hierarchy of authority. The dominant characteristic of a bureaucracy is that each organizational unit is 
controlled and supervised by a higher one.

2 Unity of command. A classic management principle, unity of command, states that each subordinate 
receives assigned duties from one superior only and is accountable to that superior.
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3 Task specialization. Each unit of the organization and each employee concentrates on one function.

4 Responsibilities and job descriptions. In a highly bureaucratic organization, each employee has a precise job 
description, and policy and procedure manuals are kept current and accessible.

5 Line and staff functions. Bureaucracies differentiate line from staff functions. Line functions are involved 
with the primary outputs of the firm, and staff functions advise line functions.

B. Advantages and Disadvantages of Bureaucracy

The primary advantage of bureaucracy is that it allows for high levels of accomplishment. Many large 
bureaucratic organizations, such as Microsoft and Bank of America, are successful and continue to grow at an 
impressive pace. A major reason that hierarchies continue to thrive is that they fill the basic need for order and 
security.

1 Advantages. A major advantage of a bureaucracy is that organizational members know who is responsible 
for what, and whether they have the authority to make a particular decision. Traditional bureaucracies 
facilitate vertical integration whereby a company controls materials, product development, manufacturing, 
and distribution. A study conducted at both a film set and a manufacturing company found that workers 
were able to fulfil their bureaucratic expectations with a minimum of complaints or frustration. 

2 Disadvantages. On the negative side, bureaucracies can be rigid in handling people and problems. Rules and 
regulations can lead to inefficiency, such as getting approvals. High frustration caused by red tape and slow 
decision making are other key problems in a bureaucracy.

II. DEPARTMENTALIZATION

Work is divided into departments to minimize confusion and to increase efficiency. Departmentalization is 
the process of subdividing work into departments.

A. Functional Departmentalization

Functional departmentalization is an arrangement in which departments are defined by the function 
each one performs, such as accounting or purchasing. The advantages and disadvantages of the functional 
organization follow those of bureaucracy. Departmentalization by function is well suited for large batch 
processing and for specialization. The disadvantages of functional organization are partially due to its size and 
complexity. As with any form of departmentalization, a major problem is that the people within a unit may not 
communicate sufficiently with workers in other units.

B. Geographic (or Territorial) Departmentalization

Geographic departmentalization is an arrangement of departments according to the geographic area or 
territory served. All the firm’s activities in one geographic region report to one manager. A key advantage of 
geographic departmentalization is that it allows for decision making at the local level. Disadvantages include 
high costs, because of the duplication of effort and the fact that management may have difficulty controlling 
the performance of field units.
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C. Product–Service Departmentalization

Product–service departmentalization is the arrangement of departments according to the products or 
services they provide. This arrangement makes the most sense when the product or service has its own unique 
demands. Organizing by product or service gives major attention to the product or service, allowing it the 
maximum opportunity to grow and prosper. In a smooth-running organization with open communication, 
the various product or service units cooperate with each other for mutual benefit. Yet this structure can be 
expensive because of duplication of effort, and control of the separate units may be difficult. Figure 8-5 presents 
a useful example of product departmentalization at Procter & Gamble.

MODIFICATIONS OF THE BUREAUCRATIC ORGANIZATION

To overcome some of the problems encountered in the bureaucratic form of organization, several other 
organization structures have been developed. Typically, these nonbureaucratic structures are used to 
supplement or modify the bureaucratic structure.

A. The Project and Matrix Organizations

Departments are not well suited to performing special tasks involving multiple specialties. A solution to this 
problem is the project organization, in which a temporary group of specialists work under one manager to 
accomplish a fixed objective.

The best-known application of project management is the matrix organization, a project structure 
superimposed on top of a functional structure. The matrix can therefore capitalize upon the advantages of 
both the project and functional groupings. In a large matrix structure, big projects function as mini-companies. 
A distinguishing feature of the matrix is that the project managers borrow resources from the functional 
departments. Users of the matrix structure include banks, insurance companies, aerospace companies, and 
educational institutions.

A McKinsey & Company survey found that a key strength of matrix organizations is collaboration. Yet members 
of a matrix structure frequently lack a clear perspective of what is expected of them.

B. Flat Structures, Downsizing, and Outsourcing

A major approach to making an organization less bureaucratic is to reduce its number of layers. Downsizing 
and outsourcing lead to a flat structure.

1 Flat Structures. When an organization accumulates too many layers, top management may decide to create 
a flat organization structure, a form of organization with relatively few layers. A flat structure is less 
bureaucratic because fewer managers review the work of others, and the structure is less authority-laden. A 
flat structure leads to a wider span of control, the number of workers reporting directly to a manager. Flat 
structures widen the span because the remaining managers usually have more direct reports.

Sending digital information to workers has been a major force toward flattening organization structures. 
Yet an organization can be too flat. The vast majority of workers including high achievers need some direction, 
guidance, and encouragement.

2 Downsizing. Downsizing can lead to a simplified, less bureaucratic structure. The shutdown of businesses 
caused by the coronavirus in 2020 triggered a massive number of downsizings. Under ideal circumstances, 
downsizing leads to better profits and higher stock prices. Downsizing can also backfire in terms of lowered 
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morale and lower return on assets. The positive impact of downsizing on profits can be quite low. Downsizing 
can lower creativity because many employees are reluctant to take bold, creative moves for fear of being 
downsized.

Suggestions for more effective downsizing include:

 ■ Make it part of the business strategy, not just a money saver.

 ■ Eliminate low-value and no-value activities.

 ■ Keep future work requirements in mind.

 ■ Use sensible criteria to decide which workers should be laid off.

 ■ Offer assistance to laid-off workers with respect to finding new employment or re-orienting their 
careers.

3 Outsourcing. Outsourcing is part of globalization but is also having work performed by other organizations. 
As a result, the company can operate with fewer employees and physical assets. A major justification for 
outsourcing is that a company is likely to profit when it focuses its effort on activities it performs best. Both 
basic and more advanced business functions are now being outsourced.

Outsourcing also takes place in the form of subcontracting in which another company functions like 
a complete manufacturing plant. For example, Valmet Automotive of Finland produces about one-third 
of the total output of Porsche. UPS, with all the services it provides other companies, illustrates how far 
outsourcing has advanced.Outsourcing as a form of organization structure must be carefully evaluated. 
Outsourcing may save money, yet what about building a loyal workforce that has company pride?

C. The Horizontal Structure (Organization by Team and Process)

Instead of assigning people to specific tasks, a group of people can be concerned with a process such as filling 
an order or developing a new product. Instead of focusing on a specialized task, all team members focus on the 
purpose of the activity. A horizontal structure is the arrangement of work by teams that are responsible for 
accomplishing a process. The employees take collective responsibility for customers.

A major challenge in creating a horizontal structure is changing from a functional to a process mindset. Also, 
we still need highly trained specialists for many activities, such as mechanical and electrical engineers.

D. Informal Structures and Communication Networks

An organization chart does not tell the whole story. The informal organization structure is a set of unofficial 
relationships that emerge to take care of events and transactions not covered by the formal structure. The 
informal structure supplements the formal structure by adding a degree of flexibility and speed. Informal 
structures are also referred to as informal networks because of the focus on how people use personal contacts 
to obtain information in a hurry and get work done.

The informal organization can be revealed by social network analysis, the mapping and measuring of 
relationships and links between and among people, groups, and organizations. The nodes in the network are 
the people, and the links show relationships or flow between and among the nodes as shown in Figure 8-8. A 
network map is useful in spotting talented people whom others consult.

Also, as part of informal networks, information technology influences all the organization structures described 
in this chapter because people can solve problems by working together without worrying about who reports 
to whom.



Essentials of Management 11e Instructor’s Manual 75 Chapter 8 Organization Structure, Culture, and Change

KEY FACTORS THAT INFLUENCE THE SELECTION OF AN ORGANIZATION STRUCTURE

Choosing the best structure is contingent upon certain factors including:

1 Strategy and goals—structure follows strategy.

2 Technology—high technology firms rely more on flexible structures.

3 Size—large size leads to centralized controls and some formalization.

4 Financial condition of the firm—flat structures cost less than tall ones.

5 Environmental stability—a flexible structure is better for an unstable environment.

DELEGATION, EMPOWERMENT, AND DECENTRALIZATION

Work is subdivided through the chain of command via delegation, empowerment, and decentralization.

A. Delegation of Responsibility and Empowerment

Delegation refers to assigning another person the formal authority and responsibility for accomplishing a 
specific task. Delegation is closely tied in with empowerment, the process by which managers share power 
with group members, thereby enhancing the employee’s feeling of personal effectiveness. Delegation and 
empowerment lie at the heart of effective management. To delegate and empower effectively, the manager 
should: (a) Assign duties to the right people, (b) delegate the whole task and step back from the details, (c) give 
as much instruction as needed, (d) retain some important tasks, and (e) obtain feedback on the delegated task.

B. Decentralization

Decentralization is the extent to which authority is passed down to lower levels in an organization. (The 
term also refers to decentralization by geography.) Centralization is the extent to which authority is retained 
at the top. Certain conditions usually foster decentralization, such as when important decisions are made 
low in the management hierarchy. A centralized firm exercises more control over organizational units than 
does a decentralized firm. Some firms can be centralized and decentralized simultaneously, such as fast-foot 
franchise operations.

An advanced technique of juggling the forces of centralization and decentralization simultaneously is for 
decentralized units to remain somewhat autonomous, yet cooperate with each other for the common good. 
Johnson and Johnson is a first-rate example.

ORGANIZATIONAL CULTURE

Organizational (or corporate) culture is the system of shared values and beliefs that actively influence the 
behavior of members of the organization.

A. Determinants of Organizational Culture

Many forces shape a firm’s culture. Often its origin lies in the values, administrative practices, and personality 
of the founder. Culture responds to and mirrors the conscious and unconscious choices, behavioral patterns, 
and prejudices of top-level managers. The society helps form the organizational culture, as does the industry 
in which the firm operates.
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B. Dimensions of Organizational Culture

Organizational culture is complex, yet eight dimensions capture its essence. Key dimensions include: (1) 
values; (2) relative diversity of behavior; (3) resource allocation and rewards; (4) degree of change; (5) a sense 
of ownership; (6) organizational ambidexterity; (7) extent of fear; (8) joy and happiness; and (9) strength of the 
culture.

C. How Workers Learn the Culture

Employees learn the culture primarily through socialization, the process of coming to understand the values, 
norms, and customs essential for adapting to the organization. The teachings of leaders are also important, as 
are repeated stories that illustrate company values.

D. Consequences and Implications of Organizational Culture

Culture has a pervasive impact on organizational effectiveness. The consequences and implications of 
organizational culture include: competitive advantage and financial success; productivity, quality, and morale; 
innovation; compatibility of mergers and acquisitions; employee recruitment; person–organization fit; and 
influences on leadership activity.

MANAGING CHANGE

Consultant Robert H. Schaffer believes that believes that most management is really change management. 
To meet their objectives, managers must manage change effectively almost daily. Change in the workplace 
can relate to any factor with an impact on people, including changes in technology, organization structure, 
competition, human resources, and budgets.

A. Creating Change at the Individual versus the Organizational Level

Many useful changes take place at the individual and small group level, rather than the organizational level. 
Change at the organizational level usually is directed at modifying the culture, such as the company becoming 
more innovative and open to risk taking. A practical way of bringing about cultural change is to hold people 
accountable for the changes in behavior that support the shift. 

B. The Unfreezing-Changing-Refreezing Model of Change

Unfreezing involves reducing or eliminating resistance to change. Changing or moving to a new level usually 
involves considerable two-way communication, including group discussion. Refreezing includes rewarding 
people for implementing the change.

C. Resistance to Change

People resist change for many reasons, including the following: (a) Fear of an unfavorable outcome, (b) not 
wanting to break old habits, (c) concern about upsetting the balance of an activity such as in-person contact, 
(d) personality factors that resist change, such as rigidity, (e) a desire to cling to the old, however flawed, and 
( f ) awareness of the weaknesses of a proposed change. Resistance has been framed as a form of feedback, 
frequently provided by workers who know more about day-to-day operation than a high-level manager.
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D. Gaining Support for Change

Seven techniques for gaining support for change are as follows:

1 Allow for discussion and negotiation.

2 Allow for participation.

3 Point out the compelling reasons for change, including the financial benefits.

4 Establish a sense of urgency.

5 Avoid change overload.

6 Get the best people behind the program.

7 Inspire group members by presenting a compelling vision of the future.

The techniques for overcoming resistance to change work better when the manager has a good working 
relationship with group members, including being trusted.

E. Six Sigma and Planned Change

The shift to a quality-conscious firm can be classified as a total systems approach to organization change. One 
quality standard is Six Sigma, or 3.4 errors in one million opportunities. This quality standard has taken the 
form of company-wide programs for attaining high quality. Six Sigma refers to a philosophy of driving out 
waste, improving quality, and the cost and time performance of a company.

Six Sigma is a data-driven method for achieving near-perfect quality, with an emphasis on preventing problems. 
Six Sigma also contains a strong behavioral aspect, with a focus on motivating people to work together to 
achieve higher levels of productivity. Top management commitment is vital. The Ford Motor Company is an 
example of a large industrial company that has stayed with Sig Sigma for a long time. For Six Sigma to work well, 
it must fit into the company culture. A concern with pushing too far with Six Sigma is that it sometimes takes 
away from the innovation and customer relationships partially because of its heavy emphasis on measurement 
and paperwork or electronic work. 

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 If you are not a C-suite executive, what relevance does understanding organization structure have for you?

A general answer is that understanding your firm’s structure makes you a more knowledgeable person about 
your employer. At a more specific level, understanding the organizational structure helps you understanding 
the expectations of your role. For example, if you work under a team structure, you are expected to operate 
with less guidance than a departmental structure. If you are assigned to a matrix structure, you should 
recognize that you have to please both your functional manager and your project manager. 

2 Over the years, large business organizations have steadily reduced the number of layers in the organization 
structure. What purposes has this profound change in structure served?

Large organizations that have de-layered have often developed a less bureaucratic culture in such ways as 
being more democratic and decisions being made more quickly. Many of these firms would most likely be 
less competitive today if they had not reduced their management structures. Yet despite their slimmed-
down management structure, most large American firms are not so successful that increases have taken 
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place in employment, job security, pensions, and health benefits. An extreme example is that Eastman Kodak 
Company has shrunk from 145,000 employees in the 1950s to about 5,400 in 2018. Despite the shrinkage, 
Kodak has not yet attained its former glory.

3 Small- and medium-sized companies are often eager to hire people with about five years of experience working 
in a large, successful bureaucratic firm like IBM or General Foods. What might be the reason behind the demand 
for these workers with experience in a bureaucracy?

Managers at smaller firms recognize that workers with big company experience are likely to have knowledge 
of systems and procedures that can be valuable to the smaller firm. In general, the larger firms are more 
disciplined in hundreds of ways.

4 Some management experts who think departmentalization has become an obsolete organization structure still 
would rush a family member to a hospital urgent care center following an accident. In what ways are these 
experts being hypocrites?

A hypocrite is someone who espouses one position but acts in a different way, particularly when personal 
gain is at stake. The management expert who denounces departmentalization still rushes to a department 
(emergency care) when the personal welfare of a family member is at stake. The expert therefore really 
believes that a department will house the needed expertise needed to deal with an accident.

5 What can first- and second-level managers, as well as team leaders, do about shaping a firm’s culture?

The managers just mentioned can make a large contribution to culture by serving as role models of the 
desired values and rewarding people for expressing certain values. For example, a team leader might heavily 
praise work that supported the corporate value of high quality.

6 What can you tell about the organizational culture of a large retailer just by visiting a couple of their stores?

Visiting a retailer would help develop a feel for such aspects of culture as customer-service orientation, 
politeness, tidiness, and even organizational happiness. Many workers smiling, or at least not frowning, 
could suggest high morale throughout the organization. A cheap, stark appearance to the stores could 
suggest an emphasis on frugality.

In response to this question, it is helpful for the student to make use of cultural dimensions, rather than 
making evaluative statements such as the culture is “bad,” “good,” or “amazing.” For example, Starbucks 
might welcome diversity of behavior, be relatively stable, have a sense of ownership and a strong culture.

7 In recent years, many small- and medium-size business firms have encouraged employees to use their own mobile 
devices at work. Why has this change to “bring your own device” encountered such little resistance?

A major reason for resisting change is that the proposed change will have a negative effect on the worker. The 
vast majority of workers probably perceive the shift to using their own mobile devices for work purposes as 
a positive activity. The strong emotional attachment many people have to their mobile devices propel them 
to want to use these devices as often as possible, working hours included. 
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COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

Attitudes toward Bureaucracy Self-Quiz (In Chapter – Figure 8-2)

The Attitude toward Bureaucracy Self-Quiz gives the student something valuable to think about in terms of his 
or her potential comfort working in a bureaucracy. Many people want more freedom than a bureaucracy offers, 
yet many people prefer more structure in their work lives.

Comparing Organization Structures (End of Chapter – Skill-Building Exercise 8-A)

Examining organization structures, and then diagnosing the type of structure, allows for some critical thinking. 
The students are likely to find that most structures are hybrid, such as containing both a functional and a 
geographic structure.

Reactions to Organizational Change (End of Chapter – Skill-Building Exercise 8-B)

This exercise might offer insight into what changes perceive to make a notable difference in their work activities. 
Changes that make very little impact on people, such as changing the company logo, are hardly noticed. Yet 
most employees would notice a freeze or salary cut. Following the most basic laws of human nature, changes 
people like bring them a specific benefit, such as the employer making a bigger contribution to 401(k) plans. 
Broader-thinker employees might welcome changes that make the company mor competitive and stronger, 
such as the firm being purchased by a stronger and more successful company. Employees tend to dislike 
changes that inconvenience them in any way, such as a switch to having them pay for parking. 

Analyzing an Organizational Culture (Internet – Management Now—Skill-Building Exercise)

Sometimes an organization will mention aspects of its culture in its website, such as being a company with a 
strong innovative spirit. Articles about the company may be more indicative of the culture, but such a search 
might take some digging. For example, an Internet search phrase that will most likely work would be, “The 
organization culture at IBM.”

ANSWERS TO CASE QUESTIONS

Aspiring Hotel Executive Annabelle Wants to Know if She Would Fit the Culture (Case Problem 8-A)

This case illustrates how a successful manager takes seriously sizing up an organizational culture before making 
up his mind totally about taking a position at another company.

1 What do you think of Annabelle’s approach to sizing up the organizational culture at her prospective employer?

Annabelle is doing a careful job of sizing up the culture. She asked questions of the receptionist, a server 
in the hotel restaurant, the dining room hostess, a banquet manager, and a housekeeping supervisor. 
Annabelle even asked questions of a family that stayed at the hotel. In the process, she received a lot of 
useful information.
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2 What other approach do you recommend that Annabelle could have taken to assess the organizational culture 
at the hotel?

Annabelle neglected to conduct an Internet search of comments about the hotel in question, including 
information about any possible wrong-doing at the hotel. She might also have a website like Glassdoor. com 
that provides input about a given company from present and former employees. Annabelle might also have 
tried to identify one or two people who left the hotel, and obtain their opinion of the hotel.

3 Based on the evidence that Anabelle collected, what is your assessment of the organizational culture at the hotel 
where she will be working?

The new employer appears to value hard work and good results, and also be a stable company. The dining 
room hostess made a particularly revealing comment: “If you are looking for an easy job, go someplace else. 
They expect a lot out of you here.” The accountant also pointed toward the  nature of the culture with the 
comment, “Only hard workers survive here. Yu have to attain good results to justify your compensation.” 

Redesigning the Kellogg Company (Case Problem 8-B)

The case presented here is an opportunity to redesign an organization structure. Lateral thinking is required 
because several different possible structures are possible. This case can also be framed as an experiential 
exercise.

1 What do you think of Steven Callihane’s span of control?

A span of control of 16 seems excessive, even for a talented CEO.

2 Why will your new organizational structure help Kellogg’s become more effective?

Reducing the number of direct reports from 20 to 8 will give Bryant more time to work closely with the 
division heads, therefore perhaps having more time to discuss strategy. The reduction in departments has 
been accomplished by consolidating rather than eliminating functions. The previous division heads will now 
report to another division head, so the new structure is not a downsizing.

EXPERIENTIAL EXERCISE

Developing an Organization Structure for a Startup

Marco, a friend of yours, recently inherited $2 million. He decides to invest the inheritance into an activity that 
he has dreamed of for many years, starting a business of his own. Marco is currently working as an operations 
manager at an automotive parts manufacturer. He also has talent in furniture design. Marco decides that he 
will start a company that manufactures simulated antique furniture. The antiques will be simulated in the 
sense that they resemble techniques, but they will be newly made. Marco tells you, “You have thousands of 
people running around to garage sales and small-town antique dealers looking for antiques they can bring 
home. Our company will save them a lot of time by enabling them to purchase antiques without a hassle. We 
will start with online and catalog selling. After that, we will seek distribution in physical stores.”

Knowing that you have studied organization structure, Marco asks you to help him design a structure for his 
intended company. Ask Marco any question you want to help him design a structure that will help him launch 
his enterprise and keep it going. Marco says he will give your three simulated antiques made by his company 
in compensation for your help.
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CHAPTER 9

Human Resource and  
Talent Management
Chapter 9 explains the nature of human resource management, giving insight into its major components. (The 
term talent management has become a loose synonym for staffing and human resource management.) The 
management function of staffing also refers to human resource management. The view of human resource 
management here includes its strategic and legal aspects, human resource planning, recruitment, selection and 
placement, orientation, training and development, performance evaluation (appraisal), and compensation. 
Included also is a glimpse of how labor unions contribute to talent and human resource management. Two 
other aspects of staffing, termination and managing ineffective performers, are covered later in Chapter 16. 
Human resource management is inherently interesting to many students because it relates directly to their 
experiences in seeking employment.

LEARNING OBJECTIVES

1 Explain how human resource management is part of business strategy.

2 Describe the components of a human resource management model.

3 Present an overview of recruitment and selection.

4 Present an overview of employee orientation, training, and development.

5 Explain the basics of a performance evaluation system.

6 Summarize the basics of employee compensation.

7 Understand the role of labor unions in human resource management.

CHAPTER OUTLINE AND LECTURE NOTES

HUMAN RESOURCE MANAGEMENT AND BUSINESS STRATEGY

The modern role for human resource professionals is that of a partner in helping the organization attain its 
business strategy. Without effective human resource management, the company cannot accomplish high-level 
goals such as competing globally, grabbing market share, and being innovative. A specific way HRM contributes 
to business strategy is by helping to build high-performance work practices. An integration of 92 studies 
found that organizations can increase their performance 20 percent by implementing high-performance work 
practices.
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THE HUMAN RESOURCE MANAGEMENT MODEL AND  
STRATEGIC HUMAN RESOURCE PLANNING

Human resource management, or talent management, follows a logical flow of events (see Figure 9-1 in the 
text): (a) awareness of legal aspects; (b) strategic human resource planning; (c) recruitment; (d) selection, 
(e) orientation, training, and development; ( f ) performance evaluation; and (g) compensation. A major 
strategy of human resource management is to retain valuable employees, and any aspect of staffing can 
contribute to retention. The main reasons for turnover are individual, environmental, and workplace factors.  
Hal Gregerson of MIT suggests that giving more personal space to employees will aid retention. 

A. Legal Aspects of Staffing

Federal, state, provincial, and local laws influence every aspect of talent management. Figure 9-2 summarizes 
key legislation that affects staffing in the United States. When a possible legal issue arises, the manager should 
review the relevant legislation in depth and confer with a company specialist in employment law.

Affirmative action programs help implement the spirit and letter of employment discrimination law in the U.S. 
Affirmative action consists of complying with anti-discrimination law and correcting past discriminatory 
practices. Employers actively recruit, employ, train, and promote minorities and women who may have been 
discriminated against previously by the employer. A national debate continues over whether any person in a 
competitive situation deserves a preference because of race, ethnicity, or sex.

Under Title VII, the ADA, and the ADEA, it is illegal to discriminate in any aspect of employment, including: 
hiring and firing; compensation, assignment or classification of employees; transfer, promotion, layoff, or recall; 
job advertisements; recruitment; testing; use of company facilities; training and apprenticeship programs; 
fringe benefits; pay, retirement plans, and disability leave; or other terms and conditions of employment.

An example of discrimination is harassment on the basis of race, color, religion, sex, national origin, disability, 
or age. Although most forms of discrimination may appear clear-cut, a good deal of interpretation is required 
to decide if a given employee is the subject of discrimination.

B. Strategic Human Resource and Planning

Talent management begins with strategic human resource planning, the process of anticipating and 
providing for the movement of people into, with, and out of an organization to support the firm’s business 
strategy. Planning helps identify the gaps between current employee competencies and behavior and the 
competencies and behavior needed in the organization’s future. Two types of human resource planning are 
planning for future needs, planning for recruitment, selection, and layoffs.

RECRUITMENT

Recruitment is the process of attracting job candidates with the right characteristics and skills to fill job 
openings. The preferred recruiting method is to begin with a large number of possible job candidates and then 
give serious consideration to a much smaller number.

A. Purposes of Recruitment

A major purpose of recruitment and selection is to find employees who fit well the culture of the organization. 
Recruitment searches for a good person-organization fit and attempts to sell the organization to high-quality 
prospective candidates.
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B. Job Descriptions and Job Specifications

The job description explains in detail what the jobholder is supposed to do. A job specification is a statement of 
the personal characteristics needed to perform the job. Many firms see job descriptions and job specifications 
decreasing in relevance because some workers are expected to occupy flexible roles.

C. Recruiting Sources

Recruiting sources can be classified into (1) present employees, (2) referrals by present and former 
employees, (3) online recruiting including company websites, and (4) external sources other than online 
approaches, such as recruiting advertisements. Company websites have ascended as recruiting sources, 
as has creating pages on social networking sites. Some recruiters scan social networking sites looking for  
potential talent.

Referrals and the scanning of social networking sites are likely to be the most effective in tracking down passive 
candidates. (A passive candidate is not really looking for a job but could be enticed.) Websites that advertise 
job as well as other external sources tend to be more effective in recruiting active candidates.

SELECTION

Selection follows recruitment. Selecting qualified candidates is the lifeblood of any firm. An important goal of 
selection is to fill as many positions as possible with “A” players, or top-level performers.

A. Preliminary Screening Interview and Texting

A brief screening interview helps determine if the candidate is plausible. The screening interview is often 
conducted over the telephone. “Knockout” questions are sometimes used for quickly disqualifying candidates. 
Webcams can also be used for preliminary screening. Many employers now use texting to replace preliminary 
screening interviews by telephone. For many people in the applicant pool, texting is more natural than being 
interviewed over the phone, or even responding to an e-mail. 

B. Psychological Testing

Tests remain an important part of selection, and such testing is standard practice in about one-half of firms.

1 Types of Psychological and Personnel Tests. The four commonly used types are situational judgment, aptitude, 
personality (including emotional intelligence), and honesty and integrity. The situational judgment test can 
be considered a job simulation. A major factor measured by integrity tests is conscientiousness. People who 
score high on this personality factor show a much greater likelihood of following organizational rules.

2 Validity and Usefulness of Psychological Tests. The most valid predictors of job success for a variety of 
general jobs are cognitive intelligence and conscientiousness, as revealed by many studies. A study with 
middle managers in an energy company suggests that personality tests are good predictors of management 
performance with respect to both the task and interpersonal aspects of their job.

C. The Job Interview and Its Replacements 

The job interview is more comprehensive than the screening interview. Employment interviews are more valid 
when the interviewer is trained and experienced. Keep in mind the importance of the realistic job preview, 
a complete disclosure of the potential negative features of a job to a job candidate. Guidelines for conducting 
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a productive job interview are presented in Figure 9-4. Several of the suggestions reflect a screening approach 
referred to as behavioral interviewing because the answers to many of the questions reveal actual job 
behaviors relevant to a given position. If the candidate lacks much job experience, a behavioral question can be 
asked about a characteristic important to the job, such as resiliency. Figure 9-5, the Job Interviewee Checklist, 
can be useful for class discussion.

1 Minimizing and Avoiding Biases During Interviews. Quite often biases take the form of unconscious prejudices 
that could work against or in favor of candidates from a particular demographic or cultural group. Biases 
about race, sex (or gender) and age are the most common, but employment interviewers can harbor 
unconscious prejudices about many other factors, including height and weight and foreign accents. A 
recommended technique for overcoming biases in recruiting and hiring is to try going against your intuition 
a couple of times and observe the results. 

2 Replacements for Traditional Interviews. Problems associated with traditional interviews include their validity, 
biases, and potential delays in recruiting a strong candidate. One replacement is automated exchanges with 
the candidate over the phone. Another interview replacement is to hire on the basis of a phone interview. 

REFERENCE CHECKING AND BACKGROUND INVESTIGATION

A reference check is an inquiry to a second party about a job candidate’s suitability for employment. The 
two main areas of inquiry are past job performance and the ability to get along with co-workers. Asking about 
violent behavior has become more frequent. Laws about what former employers are permitted to reveal about 
employees exist only at the state level. Employers can typically share information about your time at the 
company, such as your date of employment, job title, and responsibilities. Job applicants have legal access to 
written reference unless they sign a waiver.

Background investigations are closely related to reference checks, except that they focus on information from 
sources other than former employees. Credit checks are usually included as part of the checking. Background 
investigations are useful because so many job candidates present untrue information. Standard practice today 
is for prospective employers to search the Internet, including social networking sites, for potential negative, as 
well as positive, information about a candidate.

According to a HireRight employment screening background report, 85 percent of employers caught applicants 
lying on their résumés or applications. Financial scandals in the executive suite have prompted more thorough 
background investigations of candidates for high-level management positions.

A. Physical Examination and Drug Testing

The physical exam gives some indication as to the person’s physical ability to handle the requirements of a 
particular job and provides a basis for later comparisons. Many companies test all job applicants for illegal 
drug use. Abuse of prescription drugs is a widespread problem. A concern is that inaccurate drug testing may 
unfairly deny employment to worthy candidates, yet drug abusers create many problems if hired.

The types of selection methods described in the above section are particularly valid if combined with assessor 
judgment. A synthesis of 29 validation studies of job candidate assessments found that the validity was higher 
for managerial than non-managerial occupations. Cognitive ability tests enhanced the validity of assessments.
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ORIENTATION, TRAINING, AND DEVELOPMENT

Most firms no longer operate under a “sink or swim” philosophy when it comes to employee learning.

A. Employee Orientation (Onboarding)

An employee orientation program (also referred to as onboarding) more formally acquaints new employees 
with the company imparts information about the corporate culture. Orientation also conveys to new employees 
the specific nature of their job and expectations in terms of performance. A buddy or a mentor might also 
assist in orientation. Another aspect of orientation is informal socialization in which co-workers introduce 
new employees to aspects of the organizational culture. The most successful onboarding programs work with 
groups of employees, with some aspects of the program, such as having a buddy, lasting one to two years. 

B. Training and Development

Training is any procedure intended to foster and enhance learning among employees and is aimed at acquiring 
job skills. Training is used to develop both hard (technical, scientific, and numerical) skills as well as soft skills 
(interpersonal and attitudes). Training and development are so important to many big companies that the 
organizational unit responsible for such activity is labeled a university, as illustrated by the Hilton Worldwide 
University.

1 E-learning. A substantial amount of skills training in industry is delivered through computers. E-learning 
is an Internet form of computer-based training. Much computer-based training includes an interaction 
between the trainee and the training material. Many e-learning programs are designed in small enough 
chunks to be used on mobile devices.

Despite the contribution and growth of e-learning, many students, however, need the classroom 
interaction. Many companies are now taking a balanced approach of classroom training combined with 
e-learning. Developing interpersonal skills requires face-to-face practice. Many workers lack enough 
self-discipline and self-motivation to follow through with e-learning. Many companies are now tasking a 
balanced approach of classroom training combined with e-learning.

2 Middle Skills Training. A substantial amount of employee training is conducted by community colleges and 
career schools working in close collaboration with one company, or a group of local companies. (Middle skill 
positions require more than a high school diploma, but not a bachelor’s degree.)

Development is a form of personal improvement generally consisting of enhancing knowledge and skills of a 
complex and unstructured nature. Employee training and development can also take place through MOOCs, or 
massive online courses. A MOOC can be chosen that fits an organizational need, such as creativity enhancement.

Managers play an important role in most types of training and development, particularly with respect to on-
the-job training and development. 

1 Needs Assessment and Selecting an Appropriate Training Program. Conducting training and development 
programs begins with determining what types of training are needed. Training and development needs can 
also be identified for the entire organization, or a large chunk thereof. However, there are also universal 
training needs relating to such topics as communication, motivation, and decision making. After needs are 
assessed, they must be carefully matched to training and development programs. Sometimes a program 
must be tailored to fit company requirements.
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2 Informal Learning. In addition to training and development programs, substantial learning takes place 
outside of the classroom, such as during worker interactions. Informal learning has been elevated in 
status recently. Digitized information facilitates informal learning because workers can readily exchange 
information. White boards and open office spaces also facilitate information learning.

PERFORMANCE EVALUATION (OR APPRAISAL)

A performance evaluation is a formal system for measuring, evaluating, and reviewing performance. Research 
indicates that performance has three major components: task performance, citizenship performance, and 
counterproductive performance.

The emphasis on team structures has led to teams being evaluated, as well as multi-rating systems. A widely-
used performance appraisal is 360-degree feedback, in which a person is evaluated by a sampling of all the 
people with whom he or she interacts. Self-assessment is also included. The 360-degree survey can also be 
used to supplement a traditional performance appraisal. However, 360-dgree feedback is used more often for 
development than appraisal.

A. Purposes of Performance Evaluation

Performance evaluations serve a number of important administrative and leadership purposes. Administrative 
purposes include salary administration and documenting poor performance for purposes of dismissal. The 
leadership purposes of performance evaluation include increasing productivity and helping employees grow 
and develop.

A broad purpose of performance evaluation is to contribute to performance management—a set of processes 
and managerial behaviors aimed at defining, measuring, and motivating the development of good performance.

B. Design of the Performance Evaluation System

Performance evaluation systems measure traits, behavior, results, or a combination of the three. Traits are 
the stable aspects of people, closely related to personality. Behavior, or activity, is what people do on the job. 
Results are what people accomplish, or the objectives they attain. Research strongly suggests that employees 
are the most satisfied with performance evaluation when they participate in the process. 

A major development in performance evaluation is to rely on extensive data to measure performance. Sources 
of data include more frequent ratings by managers and other internal feedback that can by synthesized to 
provide as fuller picture of performance than a managerial rating. Another data-driven approach to performance 
evaluation is the use of apps designed to provide employees with continuous 360-degree feedback and goal 
attainment. 

Many workers dislike having their performance evaluated, and many managers dislike evaluating workers. One 
alternative to performance evaluations is for managers to have face-to-face conversations with workers about 
their performance on a regular basis. One approach to frequent reviews in a project-based organization is to 
provide a performance snapshot at the end of each project.
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COMPENSATION

Compensation, the combination of pay and benefits, plays a major role in talent management that includes 
attracting and retaining valued employees. Compensation also attracts considerable management attention 
because it constitutes about two-thirds the cost of running most enterprises.

A. Types of Pay

Wages and salary are the most common forms of pay. Wages are hourly pay, whereas salary is an annual amount 
of money paid to a worker. A bonus serves as a reward for good performance. To determine how much a given 
job should receive in wages or pay, many companies perform a job evaluation, the process of rank-ordering 
job based on job content. 

The major thrust in compensation for workers at all levels is variable pay, in which the amount of money a 
worker receives is partially dependent on his or her performance.

B. Employee Benefits

An employee benefit is any noncash payment given to workers as a condition of their employment. The benefit 
package averages about 35 percent of salaries. Figure 9-7 presents a representative list of employee benefits, 
organized by type and frequency.

Despite the importance of benefits, many companies in recent years have either decreased or required employees 
to pay a larger share, particularly with medical benefits. Health-care insurance and pensions have been looked 
upon carefully by management as a detriment to competing successfully against foreign competitors.

The Affordable Care Act (ACA) of 2010 has influenced the administration of medical benefits to employees. The 
law has 2,700 original pages. The employer mandate to the law requires companies with at least 50 full-time 
employees offer affordable healthcare benefits to those employees who work an average of 30 hours per week. 
The fine for not complying with the ACA is a maximum of $3,000 per employee who is not offered coverage 
and instead seeks to be covered through a public exchange. The Tax Cuts and Jobs Act of 2017 eliminated 
the individual mandate whereby the Internal Revenue Service fined individuals who did not maintain health 
coverage. However, five states and the District of Columbia implemented their own individual mandates and 
penalties. 

Few companies any longer offer the traditional benefit plan in which retirees are given a fixed pension for 
life, adjusted upward annually for inflation. Instead, most employers offer a defined contribution plan, often 
referred to as a 401(k) plan. The funds invested in a 410 (k) plan can be taken from one employer to another. 

A strategic perspective about employee benefits combined with other human management practices, such 
as empowerment and recognition, is that they contribute to worker sustainability. Workers stay healthier 
physically and mentally, and live longer when they are treated well.

THE ROLE OF LABOR UNIONS IN HUMAN RESOURCE MANAGEMENT

When a firm is unionized, the labor union influences almost all human resources programs and practices. A 
major purpose of a labor union is to attain fair treatment for workers in such areas as compensation including 
health and retirement benefits, safe working conditions, working hours, job security, and work-life programs. 
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In the U. S., about 10.3 percent of wage and salary workers are union members; 33.6 percent for government 
workers, and 6.2 percent for the private sector.

Because the manufacturing sector has been hardest hit by foreign competition, union leaders are often unable 
to push for improved compensation. Unions face the threat of work being sent offshore or to a state where 
union membership is low, or a company declaring bankruptcy.

A concern management has had about unions over many years, particularly in manufacturing, is that union 
leaders attempt to avoid flexible work rules that allow workers to rotate jobs as demanded by shifts in work 
assignments. Also, union wages can make it difficult for a company to be competitive. A reasonably balanced 
point of view is that when employers offer workers what they want and need, the desire to unionize diminishes.

Many instances exist of healthy partnerships between management and labor unions in which both sides gain 
advantage. One example is Costco Wholesale Corporation and the International Brotherhood of Teamsters. 
Costco provides wages and benefits higher than industry standards and demonstrates that treating employees 
well is good for business.

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 How realistic are the entrance qualifications for the Hilton Worldwide Management Development Program?

It appears that the qualifications for entrance into the program are aspirational because it would take a rare 
recent college graduate who possessed all of these qualifications. For example, it would take time to become 
a visionary about the hotel industry. Yet, many recent graduates do show strength in such criteria as strong 
problem-solving skills and self-starting ability. 

2 What potential disadvantages do you see when large companies eliminate their human resources departments?

One consideration is that if the human resource function is outsourced to companies that provide human 
resource functions, the disadvantages are much less. A major disadvantage of eliminating the human 
resources department is that valuable expertise is lost. Items on this list of expertise would include 
compliance with government regulations about HR practices, employee training and development and 
establishing a performance evaluation system. Human resource management is not strictly common sense.

3 Why should a manager who does not work in the human resources department be familiar with the various 
aspects of talent management?

Talent management is a key part of virtually every manager’s responsibilities. Human resources specialists 
provide professional assistance, yet it remains the manager’s responsibility to carry out such functions as 
making hiring decisions and evaluating performance.

4 How might a person applying for a management position prepare for a job interview that will most likely include 
a job sample?

The applicant should think through in advance of how he or she handles difficult situations such as 
managing a crisis or dealing with a tight deadline for the group. Visualization or rehearsal in dealing with 
the job sample would be helpful. The candidate would then be able to go through the steps of dealing with a 
management challenge.
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5 If you were a hiring manager, what would be your attitude toward selecting job candidates without an interview 
either in-person or over the Internet by video?

Most hiring managers are reluctant to hire a job candidate sight unseen even during a tight labor market. 
Even if some research studies show that a face-to-face job interview is not highly valid, the hiring manager 
still wants to know if he or she would enjoy working with the job candidate. The interview gives some strong 
clues to whether the chemistry between the hiring manager and the candidate is positive or negative. 

6 To end all the controversy about merit pay, why not give all workers in the same job grade, or category, the same 
compensation?

The argument against giving all workers in the same job grade the same amount of pay is that motivation to 
perform well would be stifled, assuming that the worker is motivated by financial incentives. The company 
might therefore lose out on some extra productivity.

7 How might a labor union official in a unionized company demonstrate to company management that the union 
is making a contribution to organizational effectiveness?

Demonstrating the contribution of an organized workforce’s contribution to organizational effectiveness 
would not be easy even when the union is making an important contribution. The union official might 
compare certain metrics to a non-union firm in the same industry. Among the potential metrics would be 
revenue per employee, training costs per employee, turnover data, absenteeism data, and amount of scrap 
and waste per employee.

COMMENTS ON SKILL-BUILDING EXERCISES

Presenting Yourself in 30 Seconds (End of Chapter – Skill-Building Exercise 9-A)

We have found this exercise to be valuable for career development. Armed with a 30-second self-promotion 
speech, the student is prepared for job interviews, job fairs, and chance encounters with key people. I enjoy 
immensely watching the attentive body language of students observing other students give their 30-second 
presentations.

The Selection Interview (End of Chapter – Skill-Building Exercise 9-B)

This activity is usually well received. It illustrates how difficult it is to conduct a good interview. A typical problem 
is that the interviewer talks more than the interviewee—a common shortcoming of neophyte interviewers.

Recruiting on the Internet (Internet – Management Now—Skill-Building Exercise)

A key feature of this exercise is that it duplicates exactly what managers and specialists do to recruit employees. 
Students are likely to be fascinated with observing how others present themselves on a résumé. One frustration 
built into this exercise, is that some recruiting approaches require that the company pay a fee before gaining 
access to the résumé bank.
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ANSWERS TO CASE QUESTIONS

Should We Hire Wanda as Our Supervisor of Consumer Loan Collection? (Case Problem 9-A)

Yes, this case is intentionally amusing but it does help the student be sensitized to the importance of spontaneous 
comments made by a job candidate. The case also alerts to the students to improper questioning by the hiring 
manager.

1 Based on the limited evidence from this interview, how qualified does Wanda appear to be for the position of 
supervisor of consumer loan collection?

Wanda has shown a few red, or at least yellow, flags in terms of her qualifications for the position. She 
is opposed to the repossession of vehicles, she has had troubles with bill payment at least once, and she 
appears to have modest technology skills. Her professionalism (or sensitivity to the situation) comes into 
play in response to “What questions do you have of me?” Wanda responded, “How soon after starting will I 
get a raise? “Is this a dead-end job?

2 What questions has Dion asked Wanda that appear to be inappropriate or illegal?

Dion’s inappropriate or illegal questions are as follows: “Do you plan on having any children soon?” “Where 
were your parents born?”

3 Which one of Dion’s questions could be classified as behavioral or as a job-sample question?

Dion’s behavioral, or job sample, question was, “Tell me about a time you really helped an employee reporting 
to you improve his or her performance.”

Abigail Believes in As-Needed Evaluations (Case Problem 9-B)

This case about a manager who freely provides candid feedback hints at both the positive and negative aspects 
of such feedback. 

1 How appropriate is the type of performance feedback Abigail is giving to bank employees?

Because all of Abigail’s feedback is job-related it could be considered appropriate. Yet, because she appears 
to be so glib, it might be considered inappropriate. 

2 Identify what you consider to be the best and the worst feedback Abigail has delivered.

The student’s opinion counts heavily, but here is what the case author was hinting. The best feedback was to 
Nathan: “Keep your foot on the pedal of car loans. The pace at which you are closing on loans could put you 
on track for a fat year-end bonus.” Abigail ’s comments were highly encouraging. The worst feedback was to 
Mia: “The outfit you wore today was a little too racy for a bank. We’re not a sports bar.” The comment about 
the sports bar is insulting rather than motivational. The comment to Quinn about gazing out the window 
might be a tie for the worst feedback. 

3 What could be a problem if Abigail is using her regular feedback as a substitute for year-end or six-month-end 
evaluations?

A major problem would be that this type of informal, on-the-spot feedback is not systematic enough for such 
purposes as documenting performance that can be used to decide on merit increases and bonuses. Perhaps 
if Abigail kept a log of the performance incidents she observed, the would be a better fit for yearend or six-
month end evaluations. 
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EXPERIENTIAL EXERCISE

Person–Organization Fit

The hiring managers in this role-play are seeking production technicians (workers) who can fit into the culture 
based on teamwork, quality, and keeping costs low. The company also wants to avoid people whose attitude 
is not just “Go to work, do your job, and go home.” A team of students interviews several candidates for these 
production-technician jobs, one at a time. Team members should focus on culture issues in assessing attitudes. 
Class members who do not participate are asked to observe and offer constructive feedback.
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CHAPTER 10

Leadership in Organizations
Chapter 10 explains the nature of organizational leadership and what a leader must do to be effective. Here 
we synthesize a number of ideas particularly relevant to the aspiring manager and leader. The chapter begins 
with an explanation of the difference between leadership and management, and then describes how leaders 
influence and empower team members. Next is a discussion of the characteristics, traits, and behaviors of 
effective leaders. A discussion follows of standard approaches to classifying leadership style: the participative, 
autocratic, entrepreneurial, and servant leadership styles.

Additional insights into leadership are provided though describing transformational and charismatic 
leadership. Special attention is then paid to a leader’s dealing with adversity and crisis. The final chapter topics 
deal with the leader’s activity as a mentor, and leadership skills.

LEARNING OBJECTIVES

1 Differentiate between leadership and management.

2 Describe how leaders are able to influence and empower team members.

3 Identify important leadership characteristics.

4 Describe participative leadership, autocratic leadership, entrepreneurial leadership, and servant 
leadership.

5 Describe transformational and charismatic leadership.

6 Explain the leadership role of mentoring and coaching.

7 Pinpoint leadership approaches to dealing with adversity and crises.

8 Identify several skills that contribute to leadership.

CHAPTER OUTLINE AND LECTURE NOTES
Leadership is the ability to inspire confidence and support among the people who are needed to achieve 
organizational goals. Leadership ability is important at every organizational level.

THE LINK BETWEEN LEADERSHIP AND MANAGEMENT

Managers must know how to lead as well as manage. Management is more formal and scientific than leadership, 
while leadership involves having a vision of what the organization can become. Effective leadership and 
management are both required in the modern workplace because to be an effective leader, one must also be an 
effective manager.
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HOW LEADERS USE POWER AND AUTHORITY

Power is the ability to get others to do things and to control resources. Authority is the formal right to 
accomplish the same ends. Factors within a person, such as talent or charm help him or her achieve power. 
Only the organization, however, can grant authority.

A. Types of Power

Leaders use different types of power to influence others, and team members have their sources of power. (1) 
Legitimate power is the authentic right of the leader to make certain requests. (2) Reward power is the leader’s 
control over valuable rewards. (3) Coercive power is the leader’s control over punishments. (4) Expert power is 
the leader’s job-related knowledge as perceived by subordinates. (5) Referent power is based on the loyalty of 
group members and the desire to please the leader. (6) Subordinate power is any type of power that employees 
can exert upward.

The preservation of power can be important to executives, even for an exemplary leader. A frequent example 
is that many executives prefer to hold both the CEO and chair positions simultaneously rather than having 
another person serve as chair. A recent trend is for major companies to divide that chair and CEO roles. 

B. Influence Tactics

In addition to using the sources of power just mentioned, leaders use specific influence tactics as follows: 
Leading by example, leading by values, assertiveness, rationality (appeal to reason), ingratiation, exchange, 
coalition formation, and joking and kidding. A coalition is a specific arrangement of parties working together 
to combine their power, thus exerting influence on another individual or group.

Leaders typically choose an influence tactic that fits the demands of the situation. For example, rationality 
might work best in a fast-paced team setting such as a meeting to discuss a product introduction.

C. Employee Empowerment and the Exercise of Power

A current thrust in organizations is for managers to systematically share power and control with group members. 
Empowered employees are often better motivated stemming from a feeling of being in charge. Empowerment is 
widely used to enhance customer service. A cornerstone belief underlying empowerment is that leadership in a 
team can and should be shared. A key component of empowerment is the leader’s acceptance of the employee 
as a partner in decision making.

1 Self-Leadership and Empowerment. For empowerment to work well, people have to exercise self-leadership, 
the process of influencing oneself. Intrinsically motivating tasks facilitate empowerment. To encourage self-
leadership managers should (a) set an example of self-leadership, (b) give encouragement and instruction in 
self-leadership skills, and (c) reward accomplishment in self-leadership.

2 Cross-Cultural Factors and Empowerment. To the extent that cultural values support the manager sharing 
power with group members, the more likely empowerment will lead to higher productivity and morale. A 
meta-analysis of 105 studies conducted in 30 countries found that empowering leadership practices had a 
more beneficial impact on the performance of routine tasks in Eastern rather than Western countries. A 
conclusion drawn was that in Eastern societies, such as India, those in more powerful positions are expected 
to assist and support those in lower positions. In Western societies, such as the United States, employees 
may prefer and expect independence from their leader. 
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CHARACTERISTICS, TRAITS, AND BEHAVIORS OF EFFECTIVE LEADERS

Many leadership situations require similar characteristics and behaviors. Leadership encompasses a wide 
variety of personal qualities and behaviors that could be relevant in a given situation. An analysis of 20 years of 
studies shows that the right type of leader does improve organizational performance. 

A. Characteristics and Traits of Effective Leaders

Dozens of studies demonstrate that effective leaders differ from others in certain aspects. The same positive 
attributes of a leader will often facilitate his or her effectiveness in comparable settings. Also, the traits of 
leaders are related closely to the degree to which they are perceived as leaders. Scholarly writing emphasizes 
that leadership effectiveness arises from the combined influence of several characteristics. Key traits and 
characteristics are listed here.

1 Drive and passion. Leaders are noted for the effort they invest in their work and the passion they have for 
work and work associates.

2 Power motive. Power motivation is a strong desire to control others or get them to do things on your behalf.

3 Self-confidence combined with humility. Self-confident leaders project a positive image and are able to make 
tough decisions. A dose of humility added to self-confidence makes the leader even more influential. A 
humble leader focuses on the needs of others without being self-centered, and welcomes input from others. 

4 Proactivity. Leadership is almost synonymous with taking the initiative and being proactive includes taking 
the initiative to work on problems. A person with a proactive personality has a relatively stable tendency 
to effect environmental change.

5 Trustworthiness and honesty. Leadership is undermined without a leader being trusted, and trust is regarded 
as one of the major leadership attributes. Leaders must also trust group members including being open with 
them about financial details about the company. In an open-book company every employee is trained, 
empowered, and motivated to understand and pursue the company’s business goals.

6 Good intellectual ability, knowledge and technical competence. Problem-solving ability and knowledge of the 
business are essential for leadership success in most situations. Recent research confirms a long-held belief 
that an optimum level of intelligence between intelligence and leadership effectiveness, referred to as a 
curvilinear relationship. Technical competence, or knowledge of the business, often translates into close 
attention to the details about products, services, and operations.

7 Sense of humor and mindfulness. The effective use of humor is regarded as an important part of a leader’s job. 
Organizational citizenship behavior increases because humor helps build relationships. Humor is a function 
of being mindful. Mindfulness is about being totally aware of the present situation, and blocking out the 
past and future,

8 Emotional intelligence. Most effective leaders are alike in one essential way: they have a high degree of 
emotional intelligence, or the ability to manage ourselves and our relationships effectively. Emotional 
intelligence is also said to encompass traits and behaviors related to intelligence such as self-confidence, 
empathy, passion for the task, and visionary leadership. Another aspect of emotional intelligence is to create 
good feelings in the persons being led.

9 Leadership efficacy. A comprehensive trait is leadership efficacy, a specific form of efficacy ( feeling effective) 
associated with the level of confidence in the knowledge, skills, and abilities associated with leading others.
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B. Behaviors and Skills of Effective Leaders

Traits alone do not make for leadership effectiveness. Leaders are a combination of genetic predisposition and 
learning. Leadership behaviors are activities that can be learned because they can be translated into doable 
tasks. Key behaviors and skills are also linked to leadership effectiveness. An effective leader exhibits the 
following behaviors and skills:

1 Is adaptable to the situation. The essence of situational leadership is to adapt to the situation. Adaptability 
is based on insight and intuition.

2 Establishes a direction and demands high standards of performance from group members. The group must be 
pointed in the right direction. Effective leaders then emphasize high standards of performance, which raises 
productivity.

3 Is visible and maintains a social presence. Being visible allows for spontaneous communication with group 
members, and a relaxed atmosphere to hear about problems.

4 Provides emotional support to group members. Giving group members support improves morale and 
sometimes productivity.

5 Gives frequent feedback and accepts feedback. To change the behavior of group members, it is necessary 
to provide them feedback. The effective leader also listens to feedback from group members, and acts on 
positive suggestions.

6 Asks powerful questions to invite exploration. Powerful questions are open-ended and do not have an obvious 
answer. Another aspect of making questions powerful is to respond to a request for help with a question 
instead of an answer. 

7 Uses political skill to advantage. Many of the skills of an effective leader are encompassed in political skill—a 
combination of social astuteness with capacity to adjust and adapt behavior to the demands of different 
situations.

LEADERSHIP STYLES

Leadership style is the typical pattern of behavior a leader uses to influence employees to achieve organizational 
goals. The historically important Theory X and Theory Y can be interpreted as contrasting leadership styles. 
Much of the balance of this chapter relates to leadership styles.

A. Participative Leadership Style

A participative leader shares decision making with group members, as favored in the modern organization. 
Because of its frequent use in teams, the participative leadership is also referred to as the team leadership style. 
Three subtypes are: the consultative leader simply gathers input before making a decision; the consensus leader 
works toward complete agreement; the democratic leader confers final authority on the group. Consensus and 
democratic leadership is time consuming and results in many meetings. Participative leadership works well 
with people who want to share decision making, and who accept shared decision making. Avoiding participative 
leadership under these conditions can by dysfunctional for the organization.

B. Autocratic Leadership Style

Autocratic leaders retain most of the authority for themselves and make most decisions unilaterally. Hands-
on leadership is typical of autocratic leaders. A recent scholarly review of research suggests that directive 
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(autocratic) leadership styles are sometimes warranted and often effective. Autocratic leadership works well in 
a crisis. Many autocratic leaders practice hands-on management, meaning that they get involved in the details 
of the operation. Pushed to the extreme, the hands-on style can create morale problems.

C. Entrepreneurial Leadership Style

Entrepreneurial leaders tend to be task-oriented and charismatic, and their style is linked to personal 
characteristics, including the following: (1) a strong achievement need; (2) high enthusiasm, creativity, and 
visionary perspective; (3) uncomfortable with hierarchy and bureaucracy; and (4) addiction to work.

D. Servant Leadership Style

Some effective leaders believe that their primary mission is to serve the needs of their constituents, including 
employees, customers, and communities. Instead of seeking individual recognition, servant leaders see 
themselves as working for the group members. A study conducted in 71 restaurants of a chain, found that 
leaders who established a serving culture within the store (restaurant), had a positive impact on employee 
and restaurant performance, creativity, and positive customer service. Many academic administrators see 
themselves as servant leaders: they take care of administrative work so instructors can devote more time to 
teaching and scholarship.

TRANSFORMATIONAL AND CHARISMATIC LEADERSHIP

A transformational leader helps organizations and people make positive changes in the way they do things. 
Transformational leadership combines charisma, inspirational leadership, and intellectual stimulation. 
Transformational leadership often takes the form of turnaround management in which the leader spear-
heads the rescue of a failing firm, such as Jack Byrne who turned around GEICO and the Fireman’s Fund  
Insurance Co.

A. How Transformations Take Place

Transformations are accomplished in one or more of three ways: (1) raising awareness levels about the 
importance of rewards and how to achieve them; (2) getting people to transcend their self-interest; and (3) 
raising people beyond a focus on minor satisfaction to a quest for self-fulfillment. During the downturn in 
high-technology firms several years back, many leaders of these firms attempted to become transformational 
leaders.

A study with 118 research and development teams demonstrated that transformational leadership correlated 
with technical quality of the projects and performing on schedule. Transformational leadership was also related 
to the five-year profitability of the products, and speed to market.

A study conducted with leaders and their direct reports found that leaders who engaged in transformational 
behaviors were subject to emotional exhaustion (or burnout) and thought about quitting. 

B. Charismatic Leadership

Charisma is the ability to influence others based on personal charm, magnetism, inspiration, and emotion. 
A charismatic leader (1) has vision, (2) has a masterful communication style, (3) elicits trust, (4) energy and 
action orientation, (5) provides inspiring leadership, and (6) a touch of narcissism. Charisma may be related to 
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personality factors, but often the leader is perceived as charismatic because he or she has attained outstanding 
performance.

Katrina Lake, the Stitch Fix co-founder, provides an example of transformational and charismatic leadership. 
Her charisma is reflected in the devotion she engenders in employees, and the many people wanting to work 
for and with her, and her large social media following. (Students might want to check out Lake on YouTube,) 

C. Developing Charisma

Managers can improve their chances of being perceived as charismatic by engaging in favorable interactions 
with group members, using a variety of techniques. Among them are to use visioning, make frequent use 
of metaphors, make others feel capable, smile frequently, make others feel important, and multiply the 
effectiveness of their handshake.

Elon Musk provides a good example of a transformational and charismatic leader. His transformations have 
more to do with the external world as he moves toward transforming public transportation, sources of energy, 
and space travel.

D. The Downside of Charismatic Leadership

Some charismatic leaders are unethical and lead their organizations toward illegal and immoral ends. People 
are willing to follow the charismatic leader down a quasi-legal path because of his or her charisma. (Bernard 
Madoff was a charmer!) Some charismatic business leaders become so caught up in receiving publicity and 
mingling with politicians, they neglect the operations of the business. Because of this, lower-key executives are 
more in style than previously.

THE LEADER AS A MENTOR AND COACH

Another vital part of leadership is being a mentor, a more experienced person who develops a protégé’s ability 
through tutoring, coaching, guidance, and emotional support. Coaching deals with helping others improve 
performance, as described in Chapter 15. A mentor can be an immediate manager, a staff professional, a co-
worker, or someone in another company or industry. Helping the protégé solve problems is an important part 
of mentoring. Mentoring can be an informal relationship, or a formal relationship assigned by the company. 
A popular approach to mentoring is shadowing, or directly observing the work activities of the mentor by 
following him or her around for a stated period of time.

To capitalize on the potential advantages of mentoring, a person might develop or build on good relationships 
with superiors and request feedback on performance at least once a year. Also helpful is finding an informal 
mentor wo will advocate for the person’s upward mobility.

LEADERSHIP DURING ADVERSITY AND CRISIS

An important role of both managers and leaders is to help the group deal with adversity and crisis, including a 
business downturn, sudden surge in workload, hurricane, product recall, workplace violence, or a pandemic. 
Nine behaviors and actions are particularly relevant for a leader dealing with adversity and crisis.

1 Directive leadership.

2 Serve as a model by being resilient.
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3 Appear confident and trustworthy.

4 Focus on the future.

5 Communicate widely about the problem.

6 Change to meet the changing circumstances.

7 Stick with constructive core values.

8 Divide major problems into smaller chunks.

9 Lead with compassion.

LEADERSHIP SKILLS

Leadership involves personal qualities, behaviors, and skills (a present capability). Many of these skills have been 
mentioned throughout the book. Additional skills include sizing up situations so as to use the best leadership 
approach, exerting influence, motivating team members, motivating people from diverse cultures, resolving 
conflict, solving problems creatively, developing an inspiring vision statement, and displaying empathy to 
communicate better with constituents and gain their commitment.

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 Shake Shack, as well as other fast-casual and fast-food restaurants, insist that managers get some experience 

working the front lines. Why might such experience be important for a future executive?

Front-line experience helps the future executive in several useful ways. Such experience gives the executive 
a feel for company operations, or what the business the company is actually in and how it captures revenue. 
Front-line experience also gives the future executive an opportunity to develop empathy for entry-level 
workers including the challenges they face in operating the business.  

2 In what way does a first-level supervisor play an important leadership role in the organization?

A first-level leader plays an important leadership role in the organization because first-level leaders are the 
primary contact with managers for the vast majority of workers. As such they impart the organizational 
culture including standards of performance and behavior to workers. Being the primary contact for workers, 
first-level supervisors are responsible for much of the perception workers have of the company. Strong first-
level leadership assists greatly in worker retention.

3 Which of the influence tactics described in this chapter do you think will work in dealing with corporate 
professionals? Explain your reasoning.

All of the influence tactics mentioned in this chapter should work well with corporate professionals if used 
honestly and ethically. Rationality, however, stands out because intelligent people tend to be influenced 
strongly by rational persuasion.

4 How would a leader know whether a given subordinate, or group of subordinates, is trustworthy enough to be 
empowered?

First the leader might make some preliminary observations of their trustworthiness, such as their behavior 
with respect to expense reports, absenteeism, and tardiness. Second, the leader might empower the group 
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on a small task and see whether the group followed through at a satisfactory level. A possible small task 
might be purchasing office furniture within budget.

5 The entrepreneurial spirit has become increasingly embraced in corporations of all sizes. What could you do to 
develop your entrepreneurial spirit?

Engaging in entrepreneurial (or at least independent business) activities such as multi-level marketing would 
be a good start. The person might also start a dossier of good ideas for making money or saving money for 
the employer. In time, some of these ideas could be suggested to the employer. Reading about entrepreneurs 
and speaking to a few might also help the person develop the mental set of an entrepreneur. And how about 
selling Girl Scout cookies to neighbors and co-workers?

6 Suppose you believe you would be more effective as a leader or potential leader if you were more charismatic. 
What would be a realistic action plan for you to begin this month to become more charismatic?

The student is best advised to take one or two characteristics or behaviors of charismatic leaders that are 
within grasp, and then begin working on them. Two of the behaviors the easiest to develop are smiling more 
frequently and improving the handshake—now usually replaced by a fist bump or forearm bump.

7 What experiences have you already had in life that would prepare you for leading subordinates through adversity?

Most people have had a few adverse experiences in life. If they can reflect back on what they did right or 
wrong in these circumstances, they might squeeze out a few ideas for leading others through adversity. A 
few of these adverse circumstances might have been surviving a house fire; being the victim of identity theft, 
having been robbed of personal possessions, credit cards, and driver’s license; and having to discontinue 
formal education because of financial circumstances.

COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

Self-Evaluation of My Humility (In Chapter – Figure 10-1)

Humility as an important leadership trait and behavior has gathered a reasonable amount of attention during 
the last five years so thinking about one’s own humility and being humble should be useful. (Humility has been 
recognized as essential for religious leaders for at least 2,000 years.) To mention again, reflecting on the specific 
behaviors to improve leadership effectiveness can be more important than the score on the quiz. For example, 
an aspiring or practicing leader might study question 24 and reflect, “Do I pay careful attention to the strengths 
of other people?” 

My Leadership Journal (End of Chapter – Skill-Building Exercise 10-A)

Many professors who have encouraged their students to develop leadership journals believe that the activity is 
a good investment of the student’s time. At its best, the journal will help keep the student actively involved in 
the process of developing leadership skills and attitudes.

My Self-Leadership Tendencies (End of Chapter – Skill-Building Exercise 10-B)

Reflecting on one’s self-leadership tendencies can have a substantial career payoff. For example, the strong self-
leader will be proactive, and will take well to empowerment, and being a member of a self-managed team. Each 
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statement in the self-quiz could hint at a developmental need, such as Number 18, “It would be very difficult for 
me to work from home because I am easily distracted.”

Learning from a Successful Leader (End of Chapter – Skill-Building Exercise 10-C)

Much can be learned from an in-depth report about a successful leader, often pointing to what traits and 
behaviors would be important to develop. The many leaders described in the chapter openers and the in-action 
inserts are example of leaders worth investigating. One approach to the ambiguity of finding a leader to study 
is for the student to think of somebody he or she already admires.

Charisma Tips from the ’Net (Internet – Management Now—Skill-Building Exercise)

A potential value of this exercise is that most people can benefit from developing their charisma, even a little. 
Pondering the information found on the Internet may lead to development of traits and behaviors—or at least 
sensitive the student to the need for development.

ANSWERS TO CASE QUESTIONS

Tyler Asks Loads of Questions (Case Problem 10-A)

This case illustrates the leadership technique of asking tough questions, and also how the leader can be 
perceived as annoying when using the technique.

1 How effective does Tyler appear to be in his approach of asking tough questions as a leadership technique?

Tyler appears to be using the tough-question technique with mixed effectiveness. His questions can be 
abrasive and threatening, such as: “How have you justified your pay this month?” “Can you please explain to 
me how your group is increasing our revenue, improving our products, or saving us money?”

2 What suggestions can you offer Tyler to make his questioning technique more effective?

Consistent with the answer to Question 1, Tyler might soften his questioning so he is not perceived as 
threatening, thereby putting the person on the defensive. For example, Tyler might ask the Calvin, the HR 
director, “Can you give me a rundown on how HR is contributing the effectiveness of our company?”

3 What style of leadership does Tyler appear to be demonstrating when he asks his team, “What should I be doing 
to help make our division the best pet food division in the industry?”

Tyler’s question fits neatly the servant leadership style because he is attempting to help the organization 
improve. At the same time, he is practicing shared and participative leadership because he is asking for 
input on a major management issue.
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Servant Leader Nicole (Case Problem 10-B)

A potential contribution of this case is that it helps operationalize what it means to be a servant leader, and 
also how far a leader should do to carry out the servant leadership role. 

1 What is your evaluation of Nicole’s approach to servant leadership?

Nicole is certainly doing what she can to be a servant leader in terms of helping her group members, and 
focusing on them rather than herself. Yet she might not be using good professional judgment when she floats 
the possibility of offering to lend money to a subordinate in financial trouble.

2 Explain which incident of servant leadership you think is the most effective.  

In terms of leadership impact, Nicole’s best initiative is asking the group to help solve the problem of 
increasing revenue by 5 percent in the upcoming year. Nicole acted in the role of a servant leader when she 
explained to the group, “I’m not the smartest person in the room. I want you to individually and collectively 
to tell me how we can reach this 5 percent goal.” Another strong initiative was looking for ways to help the 
loan officer Frank advance his career, thereby appealing to his growth needs.

3 Explain which incident of servant leadership you think is the least effective.

A servant leader must exercise good judgment when helping a group member. Nicole tells Ruby that she will 
help her get a crisis loan to make her car payments, which is a positive act of servant leadership. However, 
when Nicole tells Ruby that she will make the payments herself, and be reimbursed in the future, Ruby is 
exercising poor judgment. She is shifting into the role of being a personal friend rather than a leader. It could 
also be that the company prohibits or discourages mangers from lending money to subordinates. 

EXPERIENTIAL EXERCISE

Leadership Traits and Characteristics of Classmates

If this course is being conducted in a classroom, rather than online, this experiential activity will be feasible. 
At this point in the course, students have had the opportunity to observe each other giving presentations or 
working in small groups. The task is to identify the leadership traits and behaviors of classmates that have been 
observed up to this point in the course.

Ask for about ten volunteers who would like to stand in front of the class, one by one, and be evaluated by other 
class members in terms of their traits and characteristics. (We emphasize the voluntary nature of this exercise 
because it takes courage to stand in front of the class and be described in terms of leadership characteristics.) 
This exercise will most not likely be threatening because most students will make positive comments about the 
presenter, or at least be gentle with criticism. 

Before being evaluated the student might make a self-introduction, including a comment about his or her 
leadership experience. Perhaps only a few other class members will offer their leadership comments about the 
person standing in front of the class. Some of the feedback will be based on observations of the presenter at 
other times during the course. After each person is evaluated by classmates, he or she is invited to react.
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CHAPTER 11

Motivation
Chapter 11 provides the reader with concrete and valid information about motivating employees. Toward 
this end, the chapter describes the leading explanations of motivation, including a description of positive 
reinforcement. Expectancy theory is presented as an explanation of work motivation that incorporates ideas 
from other explanations of motivation. Information is then presented about how financial incentives, including 
profit sharing, are used for motivational purposes.

LEARNING OBJECTIVES

1 Explain how employee engagement is part of employee motivation.

2 Present an overview of the major theories of need satisfaction in explaining motivation.

3 Explain how goal setting is used to motivate people.

4 Describe the application of positive reinforcement including recognition and praise to worker motivation.

5 Explain the conditions under which a person will be motivated according to expectancy theory.

6 Describe the role of financial incentives and profit sharing and in worker motivation.

CHAPTER OUTLINE AND LECTURE NOTES
For managers the purpose of motivation is to get people to work hard toward achieving company objectives. 
Also, low motivation contributes to low-quality work, superficial effort, indifference toward customers, and 
high absenteeism and tardiness. Motivation is the expenditure of effort to accomplish results.

EMPLOYEE ENGAGEMENT AND MOTIVATION

The major thrust in recent years for motivating and satisfying employees is to find ways to engage them in their 
work and the organization. Work engagement is essentially an extension of motivation, referring to the level 
of commitment workers make to their employer. Engagement is reflected in employee willingness to stay with 
the firm and go beyond the call of duty.

About eight years ago, survey results were frequently cited indicating that employee commitment was a major 
problem. Recent studies indicate that between 61 percent and 70 percent of employees are work engaged even 
though different methods of data collection were used in the study.

A. Programs and Managerial Actions to Enhance Work Engagement

A wide variety of programs and managerial actions are aimed at enhancing employee engagement, and therefore 
motivation and satisfaction. Benefits, compensation, and work and family programs, recognizing employees, 
and given them career guidance are major approaches to engagement. A major driver of employee engagement 
is the opportunity to perform work employees perceive to be meaningful. A study of 45,000 employees found 
that when employees agree that their work is consistent with the organization’s core value, 80 percent report a 
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more positive employee experience. It is helpful for managers to show workers the impact of their jobs, such as 
visiting a customer, and frequently mention the pursuit of purpose. 

Two less-publicized approaches to enhancing work engagement are to promote small wins and listen to 
employees. A study of 238 knowledge workers in 26 project teams collected e-mail diaries about how these 
workers felt about work. The feeling of making progress toward attaining important work goals was the key 
to employee engagement. To foster engagement, listening should include showing care and concern about 
employee ideas.

As hard as manager strive to engage employees, engagement is also related to personality. An individual who 
brings to the job a strong work ethic and a desire to succeed will most likely show a high level of engagement. 

MOTIVATION THROUGH NEED SATISFACTION

People are willing to expend effort toward achieving a goal because it satisfies one of their important needs. 
A need is a deficit within an individual. Self-interest is a driving force referred to as “What’s in it for me?” 
or WIIFM. Need theory is incorporated into many explanations of motivation, including the classic ones of 
Maslow and Herzberg.

A. Maslow’s Need Hierarchy

The widely quoted Maslow’s hierarchy of needs arranges needs into a pyramid-shaped model with basic 
physiological needs at the bottom and self-actualization at the top. People generally seek to satisfy needs at 
one level before moving on the next level, proceeding in this order: physiological → safety → social → esteem → 
self-actualization. Maslow’s need hierarchy has prompted managers to recognize the importance of satisfying 
needs in order to motivate employees. The need hierarchy is relevant in the current era because so many 
workers have to worry about satisfying lower-level needs.

B. Specific Needs People Attempt to Satisfy

Maslow’s need hierarchy refers to classes of needs. Other needs should also be recognized.

1 Achievement, Power, and Affiliation. According to McClelland, much job behavior can be explained by the 
strength of people’s needs for achievement, power, and affiliation. Successful executives typically have 
stronger needs for achievement and power than for affiliation.

2 Recognition. The workplace is a natural opportunity to satisfy the recognition need. Figure 11-4 provides 
an opportunity to think about one’s need for recognition. Making employees feel important can satisfy the 
recognition need.

3 The Need to Feel Proud. Striving to experience the emotion of pride most likely stems from the desire to 
satisfy the needs for self-esteem and self-fulfillment. Pride can stem from performing work well or receiving 
a gift that symbolizes the good work. To motivate through pride, the managers should set his or her compass 
on pride, not money.

4 Risk Taking and Thrill Seeking. The willingness to take risks and pursue thrills is a need that has grown in 
importance in the high-technology era. Many people work for employers, start businesses, and purchase 
stock with uncertain futures. A strong craving for thrills can have positive or negative consequences to the 
organization. Some assignments, such as product development under time constraints, can appeal to the 
need for risk taking and thrill seeking.
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C. The Pep Talk and Motivational Speech as Need Satisfiers

Many managers, especially sales managers, attempt to motivate workers by giving them enthusiastic 
encouragement, much like athletic coaches. Motivational speakers are often hired to motivate employees. The 
pep talk is usually directed at one person or a small group, whereas the motivational speech is given to a large 
group. It is recommended to develop a pep talk that shows workers a deeper understanding of the impact of 
their work (task significance).

When directed at a small group, a pep talk can appeal to the affiliation need. The pep talk or motivational 
speech can satisfy the need to feel proud because the pep talker or speaker will often emphasize the excellent 
qualities of the individual or group.

1 Herzberg’s Two-Factor Theory. The key point of the two-factor theory of work motivation is that job factors 
that satisfy and motivate people are different from those that prevent dissatisfaction. A satisfier is a job 
factor that, if present, leads to job satisfaction. Internal aspects of job tend to be satisfiers and motivators. 
Dissatisfiers, or hygiene factors, are noticed primarily by their absence.

Herzberg’s theory has prompted managers to ask what really motivates workers. The theory, however, 
glosses over individual differences and may overstate the case for people’s interest in work. Also, some 
people are motivated and satisfied by hygiene factors such as job security and pleasant working conditions. 
Furthermore, benefits play a major role today in attracting and retaining employees, which is a form of 
motivation.

MOTIVATION THROUGH GOAL SETTING

Goal setting plays an important role in most formal motivational programs and managerial methods of 
motivating employees. The premise underlying goal theory is that behavior is regulated by values and goals. 
A goal is an overall condition one is trying to achieve, or a conscious intention to act. The major findings 
associated with goal setting, as it has evolved over the years, are as follows:

1 Specific goals lead to higher performance than do generalized goals.

2 Performance generally increases in direct proportion to goal difficulty. (Goals that are too difficult can be 
frustrating. Yet lofty goals can be inspirational, and a vision can be an inspiring goal for many people. At 
the c-suite level, it is important to set stretch goals that take into account the impact on other business 
functions.)

3 For goals to improve performance, the employee must accept them.

4 Goals are more effective when they are used to evaluate performance.

5 Goals should be linked to feedback and rewards.

6 Group goal setting is as important as individual goal setting.

Closely related to goal theory is the Pygmalion effect—the idea that people live up to the expectations set for 
them. Holding high expectations for employees can help overcome some of the motivational problems of a 
low work ethic. A potential problem with relying on goals to motivate workers is that they might use unethical 
means to attain goals. To overcome this potential problem with goals, it is important for the worker pursuing 
the goal and the goal setter to agree on the method of attaining the goal.
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POSITIVE REINFORCEMENT AND RECOGNITION PROGRAMS

Positive reinforcement increases the probability that the behavior will be repeated by rewarding people for 
making the right response. A reward is something of value received as a consequence of having attained a goal.

A. Rules for Application of Positive Reinforcement

The following ideas are helpful when attempting to use positive reinforcement on the job: (1) state clearly what 
behavior will lead to a reward, and supply ample feedback; (2) use appropriate rewards; (3) make rewards 
contingent on good performance; (4) administer rewards intermittently; (5) administer rewards promptly; 
(6) change rewards periodically; (7) make the rewards visible; and (8) reward groups and teams as well as 
individuals.

B. Positive Reinforcement Effectiveness

The power of positive reinforcement to change behavior is being successfully applied to develop a healthier 
workforce in many companies. Approximately one-half of employers offering wellness programs tie rewards 
to completion of lifestyle modification programs, including smoking cessation and physical fitness. Incentives 
from $51 to $100 can increase participation in smoking cessation and weight management programs and 
encourage workers to get biometric screening. The payoff to the company includes lower health insurance 
costs as well as higher productivity.

C. Employee Recognition and Reward Programs and Informal Recognition

A combination of recognition and rewards along with informal praise is likely to be the most effective in 
motivating employees.

1 Recognition and Reward Programs. A large majority of companies of all sizes have formal recognition and 
reward programs. A well-designed reward-and-recognition program can help increase revenue, boost 
worker productivity, and improve employee retention. Yum Brands, the world’s largest restaurant company, 
is widely recognized for its programs of rewards and recognition. More sophisticated recognition programs 
attempt to link recognition awards with performance and behavior tied to corporate objectives. 

Teams should also be recognized to enhance motivation. Peer-to-peer recognition is facilitated by 
technology that enables employees to use their smartphones or log on to computers or kiosks to praise 
workers. Recognition and reward programs have to be carefully planned otherwise they may backfire and 
lose money for the company.

2 Informal Recognition Including Praise. Praising workers for good performance is a major type of informal 
recognition. An effective form of praise describes the worker’s performance rather than merely making an 
evaluation. Generic praise can be discouraging because it is not individualized. Although praise costs not 
money and takes only a few moments of time, many workers feel they do not receive enough praise. Figure 
11-5 provides a list of statements of praise that might be used with team members.

D. Cross-Cultural Differences in Needs and Suitable Recognition Awards

A person’s culture can influence which needs are strongest for him or her, and therefore which approach to 
motivating that person is the most effective. Cultural differences in general are helpful to know but should be 
supplemented by observations within the work group. Cross-cultural differences in standards of living also 
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influence the effectiveness of recognition awards. For example, why give a $1,000 fountain pen to someone who 
needs a bike or moped?

A concern about recognition programs is the same as for financial incentives. Focusing too much on potential 
awards or rewards can lower internal motivation for the task. 

EXPECTANCY THEORY OF MOTIVATION

The expectancy theory of motivation centers on the idea that people will expend effort if they expect the effort 
to lead to performance, and the performance to lead to a reward. It is therefore an economic and rational 
model of human behavior.

A. A Basic Model of Expectancy Theory

According to this version of expectancy theory, four conditions are needed for motivated behavior to occur:  
(1) Person believes effort will lead to favorable performance (E → O). (2) Person believes performance will lead 
to a favorable outcome (P → O). (3) Outcome or reward satisfies an important need. (4) Need satisfaction is 
intense enough to make the effort worthwhile.

Expectancies and instrumentalities are subjective hunches ranging from 0.0 to 1.0. According to standard 
expectancy theory, valences range from –1.0 to +1.0, but we believe that they should range from –100 to +100. 
In most work situations, there are several possible outcomes with different valences attached to each one.

B. Implications for Management

Expectancy theory helps pinpoint what a manager must do to motivate group members and diagnose 
motivational problems. The managerial implications of expectancy theory include: (1) taking into account 
individual differences; (2) helping workers feel they are making progress toward their goals; (3) tying rewards 
to worthwhile actions; (4) giving employees appropriate training and encouragement; (5) demonstrating that 
performance does lead to rewards; and (6) explaining the meaning and implications of outcomes.

MOTIVATION THROUGH FINANCIAL INCENTIVES

A natural way to motivate workers at any level is to offer them financial incentives for good performance, as 
would be predicted by positive reinforcement theory.

A. Linking Pay to Performance Including Bonuses

Financial incentives are more effective when they are linked to (or contingent upon) good performance. The 
traditional concept of merit pay links pay to performance. One approach is to grant lump sums rather than 
percentage increases when assigning merit pay. This approach helps more junior workers receive large merit 
increases. A current trend is to links pay to performance that reflects business strategy. For example, if part of 
a company’s strategy was to build a more culturally diverse workforce, financial incentives would be paid for 
recruiting culturally diverse workers.

For a pay-for-performance plan to be successful, performance must be measured carefully and regularly. 
Quantitative measures of performance are helpful. Individual and group differences often influence the type 
of pay for performance that is likely to be an effective motivator. A risk taker might prefer more performance-
based pay.
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B. Profit Sharing

Numerous organizations attempt to increase motivation and productivity through a company-wide plan 
linking incentive pay to increases in performance. Profit-sharing plans give workers supplemental income 
based on the profitability of the entire firm or a selected unit. The motivational principle is that employees will 
work harder because they believe that by contributing to profitability they will eventually share some of the 
profits. Yet it can be difficult to make precise judgements about who should receive how much, and whether 
variable pay contributes to organizational performance.

C. Employee Stock Ownership and Stock Option Plans

Another way of motivating workers with financial incentives is to make them part owners of the business 
through stock purchases. Under an employee stock ownership plan (ESOP), employees at all levels in the 
organization are given stock. Stock shares are usually deposited in employee retirement accounts.

Employee stock options give employees the right to purchase company stock at a specified price, as some point 
in the future. Many managers and other employees have become rich by exercising stock options. However, 
stock options can also be worthless.

D. Problems Associated with Financial Incentives

Workers may not agree with managers about the value of their contributions. Individuals may be pitted against 
the group. Many critics of financial incentives are concerned that American business executives siphon off too 
much money from corporations that could go to shareholders, employees, and to customers in the form of 
lower prices.

A frequently mentioned complaint is that by focusing on external rewards, workers may lose out on intrinsic 
rewards such as joy in accomplishment. Also, external rewards do not create a lasting commitment. Work 
brings people a meaningful type of fun. In reality, workers at all levels want a combination of intrinsic rewards 
and financial rewards along with other external rewards such as praise. Financial rewards need to be combined 
with meaningful responsibility, respect for the worker, constructive relationships, and recognition.

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 Assume that a well-known company hires a group of professional workers into high-paying positions. To what 

extent should the company worry about “engaging” these workers?

Professionals working in high-paying positions are usually self-motivated to some extent. Nevertheless, 
management should take steps to keep them engaged, or prevent them from becoming disengaged, to 
maintain their high level of motivation. Among the many steps managers might take to keep the professionals 
engaged are giving them challenging assignments, show their progress, provide advice about career paths in 
the company, and offer flexible work arrangements.

2 Suppose you, as a manager, figure out that Jennifer, one of your team members, has strong intrinsic motivation. 
What would you do with this information to motivate Jennifer to higher levels of performance?

Knowing that Jennifer is motivated by performing interesting work, you could give Jennifer additional 
interesting assignments when possible—and when fair to other workers. Jennifer would receive recognition 
when she performs well, but a key motivator would be to keep feeding her work she would most likely 
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perceive to be interesting. Receiving Jennifer’s input about the type of work she wanted to perform would be 
particularly in identify which type of work she perceived to be intrinsically motivating.

3 A hotel and resort manager finds out that a management trainee on his staff has a strong need for risk taking and 
thrill seeking. How might the manager make good business use of this trainee?

Where possible the manager might assign the trainee to difficult and exciting projects including the 
following: setting a billing dispute with angry guests; reaching out in the community to groups that have so 
far shown no interest in the hotel; being responsible for getting squatters to leave the hotel lobby; placing 
him or her in charge of a task force to deal with a snow emergency; and collecting money owed the hotel.

4 What would you consider to be one or two aspects of a manager’s job to be the most meaningful?

“Meaningful” to some extent is in the eye of the beholder. Yet for many managers helping subordinates develop 
their skills and advance their career would be meaningful. A manager whose work created employment for 
workers and suppliers might find that work to be meaningful. A manager whose unit produced nutritious 
food for customers might perceive his or her work as meaningful. 

5 Visualize a business owner of a chain of hair-styling salons, and she wants to get her salon managers to keep her 
hair stylists motivated by using positive reinforcement. Identify a few forms of positive reinforcement she might 
recommend the salon managers use.

The most direct positive reinforcement approach here would be for the salon managers to compliment 
the stylists when it appears that they have done a good job of hair styling with an individual customer. 
The managers might also offer token rewards to repeat business, and maintaining a clean area around the 
customer chair.

6 What information does this chapter have to offer the manager who is already working with a well-motivated 
team?

The information in this chapter can give the manager ideas about increasing the motivation level even higher 
so the well-motivated team members can perform better. Formal knowledge about motivation can also be 
applied to sustaining motivation so team members avoid a motivation decline. One of many examples would 
be for the manager to make more systematic use of recognition.

7 Some managers object to systematic approaches to motivating employees by expressing the thought, “Why 
should we have to go out of our way to motivate workers to do what they are paid to do?” What is your reaction 
to this objection?

The problem here is one of confusion between the way people should behave and the way they really do. 
People should be motivated to work hard in appreciation for their jobs, yet in reality many people need an 
additional motivational boost.
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COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

How Much Do I Crave Recognition? (In Chapter – Figure 11-2)

The need for recognition is so strong inside and outside of work that it merits some self-examination. A potential 
use of this self-quiz is for the person who scores quite high but is not getting enough recognition. Perhaps the 
person might be promoted to ask for more feedback in order to achieve deserved recognition.

Recognizing the Good Work of Others (End of Chapter – Skill-Building Exercise 11-A)

This project has a lot of potential for changing behavior of both the motivator and the subject being motivated. 
If the motivator finds that simple recognition really has a positive effect on performance, he or she is likely to 
continue the effort. A pleasant side effect to this task is that students who give more recognition will at least 
receive a few warm smiles, or the verbal equivalent, “No problem!”

Identifying the Most Powerful Motivators (End of Chapter – Skill-Building Exercise 11-B)

Although this exercise takes some time, I have found it to work very well. My experience is that there is enough 
consistency in the rankings of top motivators for the results to make sense. Also, students may enjoy quantifying 
a subjective subject like motivation.

Evaluating the Effectiveness of a Motivational Appeal  
(Internet – Management Now—Skill-Building Exercise)

A major reason that this exercise is relevant is that so many people believe in motivational speakers. Perhaps the 
student will make the criticism that the effects of a motivational speaker are usually quite short term, perhaps 
lasting one hour. Quite often the theme of the motivational pitch is on the following: “You can do anything you 
want.” “You can accomplish more if you just try harder.” Many of these motivational pitches therefore appear 
to be based on goal setting.

ANSWERS TO CASE QUESTIONS

The 10-for-10 Program at Mason Appliances (Case Problem 11-A)

This case illustrates some of the potential challenges of motivation through goals and financial incentives. 
Implementation might be more difficult than predicted by the person or persons who set up the motivation 
plan. 

1 From the standpoint of goal theory what might Dennis be doing wrong?

One problem is that the goal of increasing sales by 10 percent might be unrealistically difficult for some of 
the reps, such as the rep with a declining customer base. Dennis also needs to find a better way to get the 
sales representatives to accept the goals, particularly allowing them to factor in local circumstances when 
setting the goal for sales improvement. 

2 From the standpoint of goal theory what might Dennis be doing right?

Dennis is following the dictates of goal theory when he establishes the specific goal of 10 percent. Goal 
attainment is directly linked to rewards, so that is another way in which Dennis is adhering to goal theory. 
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3 Suggest another approach to motivation that might help Mason Appliances boost sales by 10 percent?

Dennis might use positive reinforcement more broadly by awarding a percent bonus increase to match any 
increase in sales, such as a rep receiving a two percent bonus increase for two percent in sales. Dennis might 
also appeal to pride and the need for job security by stating that if Mason cannot increase appliances sales, 
the company might go out of business. An alternative to going out of business would be to find another 
approach to sales other than relying on field sales representatives, such as online and telephone sales. A 
threat of tis nature would definitely touch the need for job security. 

Energizing the Vending Machine Team (Case Problem 11-B)

This case illustrates that although recognition and praise may be strong motivators, they are not so easy to 
implement, and the improvement in motivation they bring about might not be immediately apparent.

1 How well is Pam praising her workers? What advice can you offer her to be more effective in her praise?

Pam appears to be doing a fine job of praising workers. In three of the four instances of praise, her praise is 
job-related and specific about the praiseworthy behavior. In praising Conrad, however, the praise was general 
and perhaps too personal. Conrad appeared to brush off the praise with his statement, “Good enough Pam, 
whatever you think.”

2 Which statement of praise do you think was the most effective, and why?

Pam has done a fine job of praising a couple of the workers, especially Melissa and Luis; Notice how her 
praise to both people was job-specific, and clearly identified the contribution: “Melissa, it’s just great how 
you keep the money flowing into the company bank account. Without your efforts, AFD would have to shut 
down.” To Luis, “Top job: Without making timely stops at your vending machine, we have no business.” The 
choice of praise statements to both Melissa and Luis represent good answers.

3 Which statement of praise do you think was the least effective, and why?

The praise to Conrad is weak because it is general, and not particularly job-related. Conrad, however, might 
feel flattered because it appears that Pam is “hitting on” him: “You’re doing great. It’s so much fun to be 
working with a cool and talent guy.”

EXPERIENTIAL EXERCISE

Employee Motivation Role Play

One student plays the role of a manager who is attempting to build a new motivational program for company 
employees. The manager is accompanied by another student who plays the role of a human resources pro-
fessional. The manager and the human resources professional meet with a small group of employee represen-
tatives. The purpose of the meeting is to identify rewards that would have high valence for the employees. In 
one sense, the manager and the human resources professional are conducting a needs survey. Students not 
involved directly in the role-play serve as observers who will provide feedback.
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CHAPTER 12

Individual and Organizational 
Communication
Chapter 12 explains the nature of interpersonal communication in organizations and should also help the 
reader become a more effective communicator. The chapter is based on the premise that understanding 
communication as well as good communication skills is required for success in managerial work. Presented first 
is a basic version of the communication process, followed by a description of nonverbal communication. Next 
is a description of formal and informal communication channels. Extensive attention is paid to a description 
of major communication barriers, including cross-cultural differences and how they can be overcome. The 
chapter concludes with a brief description of organizational politics. The subject of politics would fit many 
places in the text and is included here because organizational politics affects interpersonal communication.

LEARNING OBJECTIVES

1 Describe the steps in the communication process.

2 Recognize the major types of nonverbal communication in the workplace.

3 Explain and illustrate organizational communications channels and directions.

4 Identify major communication barriers in organizations.

5 Develop tactics for overcoming communication barriers.

6 Describe how to conduct more effective meetings.

7 Describe how organizational (or office) politics affects interpersonal communication.

CHAPTER OUTLINE AND LECTURE NOTES
Poor communication is the number one problem in virtually all organizations and the cause of most problems. 
A survey of 1,000 workers found that 80 percent of workers feel stressed because of ineffective company 
communications. Communication is an integral part of all managerial functions. Good communication skills 
can facilitate career advancement.

THE COMMUNICATION PROCESS

Communication is the process of exchanging information by the use of words, letters, symbols, or nonverbal 
behavior. Sending and receiving messages accurately is complex and difficult.

A. Steps in the Communication Process

Two-way communication involves four major steps, and each step is subject to interference or noise.

1 Encoding the Message. Encoding organizes ideas into a series of symbols, such as words and gestures, 
designed to communicate with the receiver.
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2 Communication Media. The message is sent over a communication medium such as voice, e-mail, text 
message, blog, or phone.

3 Decoding the Message. In decoding, the receiver interprets the message and translates it into meaningful 
information. Communication barriers are most likely to surface at the decoding step.

4 Feedback. the receiver’s response to the sender’s message is referred to as feedback. Without feedback, it is 
difficult to know whether a message has been received and understood. The feedback is likely to be better 
accepted when it contains an analysis, rather than merely an opinion. If the receiver takes action as intended 
by the sender, the message has been received satisfactorily.

Many missteps can occur between encoding and decoding a message. Noise, or unwanted interference, can 
distort or block the message

NONVERBAL COMMUNICATION IN ORGANIZATIONS

A substantial amount of communication occurs through nonverbal communication, the transmission 
of messages by means other than words. Nonverbal communication supplements verbal communication; 
its purpose is to express the feeling behind a message. Seven categories of nonverbal communication are  
as follows:

1 Hand and body gestures. Included here are frequent movements to express approval and palms spread 
outward to indicate perplexity. Gesturing should not be eliminated because it is a natural part of speech and 
thinking, and off loads some of the mental effort. Handshakes are losing in popularity, particularly after the 
coronavirus pandemic, so refining the fist-bump has gained in importance. 

2  Facial expressions and movement. A facial look and movements may show approval, disapproval, or disbelief.

3 Posture. Posture can reveal attitude, such as leaning toward a person to shows a favorable attitude toward 
the message. Tilting your head and leaning in indicates you are concerned and engaged in the message.

4 Body placement. The placement of one’s body in relation to someone else is widely used to transmit messages, 
such as moving close to indicate acceptance. A speaking coach says that to effectively relate to an audience, 
you need a kinesthetic connection (effective movement of the body). This would include other forms of 
nonverbal communication as well as moving around effectively.

5 Voice quality. The way something is said can be more meaningful than what is said. People often judge a 
person’s intelligence by how a person sounds. The most annoying voice quality is a whining, complaining, or 
nagging tone.

6 Clothing, dress, and appearance. The image a person conveys communicates such messages as, “I think this 
meeting is important.” Dress can communicate how willing an employee is to conform to organizational 
standards.

7 Mirroring or imitating a conversation partner. A specific application of mirroring is to conform to the 
conversation partner’s posture, eye movements, and hand movements. 

Another application of nonverbal communication is to assist in screening airline passengers who could be 
a security threat. Unusual behavior and odd gestures might signal potential problems. Screening possible 
security threats by nonverbal communication rather than cultural stereotypes is much more acceptable to 
defenders of civil liberties.

Many nonverbal signals are ambiguous, such as a smile indicating warmth or nervousness.
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ORGANIZATIONAL CHANNELS AND DIRECTIONS OF COMMUNICATION

Messages travel over different channels and follow different directions. Communication channels can be formal 
or informal.

A. Formal Communication Channels

Formal communication channels are the official pathways for sending information inside and outside the 
organization, usually revealed by the organization chart. With e-mail it has become easier for lower-ranking 
people to communicate with top management. Other formal channels include newsletters, meetings, and 
memos. Management by walking around could be classified as formal or informal.

1 Specific Channels for Exchanging Information Including Social Media. Formal channels include such media 
as intranets, e-mail, videoconferences, Web conferences, and physical meetings. Many companies now use 
social media websites, particularly Twitter and Facebook, to supplement or substitute for their own blog. 
Social networking sites are sometimes used as a vehicle for employees to communicate with each other. 

Slack is widely used to send instant messages. Some internal websites are essentially private social 
media websites. The Twitter-like system called Yammer is for workers to see what others are doing, share 
information, collaborate, and brag about their successes without outside exposure. Formal channels such as 
web conferencing are particularly important for companies with large numbers of geographically-dispersed 
employees.

2 Management by Walking Around. “Walking around” can be classified as both formal and informal. By spending 
time in personal contact with employee, the manager enhances open communication. Management by 
walking around is formal in that it is systematic, yet informal because the chain of command is broken.

B. Informal Communication Channels

Informal communication channels are the unofficial networks used to supplement the formal channels, and 
usually rise out of work necessity.

1 Networks Created by Leaders. Leaders make extensive use of informal networks to accomplish goals. 
Operational networking is aimed at doing one’s assigned task more effectively. Some of this networking is 
part of the formal channel. Personal networking engages people from outside the organization in a person’s 
effort to develop personally and advance. Strategic networking focuses networking on attaining business 
goals directly.

2 Capitalizing on Informal Networks. Suggestions for the manager capitalizing on informal networks include 
(a) focus on issues important to the organization, and (b) establish community goals and deliverables.

3 Chance Encounters. Unscheduled and informal contact between managers and employees can be an efficient 
and effective informal communication channel. Spontaneous communication events may occur at many 
places on the work premises.

4 The Grapevine and Rumor Control. Informal communication channels also include the grapevine with its 
gossip and rumors, and how to control rumors.

 ■ The grapevine, gossip, and rumors. The grapevine is the informal means by which information is 
transmitted in the organization. Rumors and gossip are the two major components of the grapevine. 
Rumors are typically about something people wish to happen, or dread. Gossip is part of the human 
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condition and is fueled by the need for affiliation. Gossip can help workers by alerting them to problems. 
Information travels rapidly over the grapevine, and three-fourths of its information is true.

 ■ Rumor control. Rumors can create productivity and morale problems. Good employees may leave in 
response to rumors about layoffs. Severe negative rumors, especially about product defects or poisonings, 
must be neutralized to prevent permanent damage. Rumors about the financial health of a company are 
also damaging. Rumors can be combated by enhancing formal communication because employees seek 
more information during times of intense rumors. For example, explain why you cannot comment or 
give full information.

C. Communication Directions

Messages in organizations travel in four directions: downward, upward, horizontally, and diagonally. A 
communication network is a pattern or flow of messages that traces the communication from start to finish. 
Downward communication is the flow of messages from one level to a lower one. Many companies strive to be 
transparent in their downward communication. Upward communication is the transmission of messages from 
lower to higher levels. Companies have developed mechanisms to facilitate upward communication, including 
(1) the open-door policy, (2) town hall meetings, (3) complaint programs and hotlines, and (4) blogs.

Horizontal communication is the sending of messages among people at the same organizational level. Diagonal 
communication is the transmission of messages to higher or lower organizational levels in different departments.

D. Organizational Learning and Knowledge Management as Part of Communication

An important output of communication channels is to transmit information to other workers so as to advance 
knowledge and learning throughout the organization. A learning organization is skilled at creating, acquiring, 
and transferring knowledge. It also modifies its behavior to reflect new knowledge and new insights. Managing 
knowledge and sharing information are also important.

Knowledge management is the ways and means by which a company leverages its knowledge resources to 
generate business value. Knowledge management has surged in importance with so many boomers retiring, 
thereby leaving organizations with a “brain drain.” In addition to the specialized work of the chief information 
(or knowledge) officer in a learning organization, managers must also manage knowledge. A problem is that 
many workers jealously guard their best ideas.

BARRIERS TO COMMUNICATION

Barriers exist at every stage in the communication process, and they are considered to be noise or interference. 
Barriers affect the throughput in the communication process. Messages the most likely to be distorted are those 
that are complex, emotional, or clash with the receiver’s mental set.

A. Low Motivation and Interest

The most basic fact about communication is that the message must appeal to a need of the receiver.
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B. Inappropriate Language

Language can be inappropriate and can therefore create barriers for many reasons. Two factors of particular 
significance in a work setting are semantics and difficulty level. Contrary to popular sentiment, there are times 
when a low difficulty level is inappropriate. Jargon works well with insiders, and typically not well with outsiders.

C. Defensive Communication

A general communication barrier is defensive communication—the tendency to receive messages in such a 
way that our self-esteem is protected. Denial of contrary information is part of defensive communication.

D. Insufficient Nonverbal Communication

If verbal communication is not supplemented by nonverbal communication, messages may not be convincing.

E. Information Overload

Information overload occurs when an individual receives so much information that he or she becomes 
overwhelmed. A message must have high impact to get around the overload problem. E-mail and text messages 
are exacerbating the problem of information overload. Many managers receive about 150 messages each day. 
Yet many workers at all levels are learning to manage e-mail better, such as dealing with e-mails during certain 
blocks of time.

F. Poor Communication Skills

Many messages fail to register because the sender lacks effective communication skills. Documents prepared 
by human resource departments and lawyers are difficult to understand because the terminology has to be 
precise to meet legal requirements. Many messages left on voice mail systems are articulated so poorly that 
the receiver lacks enough information to act, including understanding the return phone number or electronic 
address. Excessive use of jargon is a poor communication skill. A sprinkling of jargon helps a person be perceived 
as identifying with the group. Too much jargon, however, suggests that the message sender relies on automatic 
rather than original thinking. 

G. Electronic Communication Problems

Information technology has created several communication barriers, as exemplified by the impersonality of 
e-mail. A study by McKinsey & Company found that managers and professionals spend about one-third of their 
work week managing e-mail. Most managers use e-mail as a substitute for face-to-face interaction with group 
members. The nuances of human interaction are usually lost in e-mail exchanges. E-mail and text messages, in 
general, are better suited to communicating routine rather than complex or sensitive messages. 

Videoconferencing can create communication barriers because exchanging information back and forth 
through camcorders is perceived as too impersonal by some businesspeople. Computer graphic presentations 
can create communication barriers. It is important to maintain eye contact and not overwhelm the audience 
with a large number of detailed slides.
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OVERCOMING BARRIERS TO COMMUNICATION

Most communication barriers are surmountable. The general strategy is to be aware that such barriers exist, 
and to develop a specific tactic to deal with each one.

A. Understand the Receiver

Understanding the receiver can help overcome every communication barrier. Empathy is needed to understand 
the receiver, and also helps build rapport.

B. Communicate Assertively and Directly

If the sender explains explicitly and directly what he or she wants—and conveys feelings—the message is more 
likely to be received.

1 Informative Confrontation. An application of assertive communication is informative confrontation, 
a technique of inquiring about discrepancies, conflicts, and mixed messages. It is helpful to repeat your 
message and use multiple channels. 

2 Repeating Message and Using Multiple Channels. By being persistent, your message is more likely to be 
received. The use of multiple channels is a form of repetition, such as sending your message in person and 
by e-mail.

3 Being Direct. Another way of being assertive is to be direct, rather than indirect and evasive, when delivering 
bad news. 

4 Powerful Words and Expressions. Closely related to communicating assertively is to sprinkle speaking 
and writing with words and expressions that connote power. Five power-packed words today are (1) 
consequences, (2) impact, (3) reliability, (4) mission, and (5) commitment. Presenting the big picture rather 
than details can be powerful.

C. Use Two-Way Communication and Ask for Clarification

Two-way communication reduces barriers because a dialogue helps reduce misunderstanding by communi-
cating feelings as well as facts. Also, two-way communication allows for questions and answers. Two-way 
communication also helps build connections with people and is useful in obtaining clarification on what the 
other person means by a particular phrase. Some small enterprises have moved to a “no e-mail Friday” to 
encourage more personal and two-way communication among employees.

D. Elicit Verbal and Nonverbal Feedback

The effective communicator asks for verbal feedback and looks for nonverbal indicators of acceptance and 
understanding. Nonverbal indicators of comprehension or acceptance can be more important than verbal 
indicators. 

E. Enhance Listening Skills

Listening is a basic part of communication. A helpful technique is active listening, which means listening for 
full meaning without making premature judgments or interpretations. Six suggestions for active listening are 
as follows:

1. The receiver listens for total meaning of the sender’s message.
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2. The receiver reflects the message back to the sender.

3. The sender and receive both understand the message and engage in a concluding discussion.

4. The sender asks open-ended questions instead of making statements.

5. The receiver does not blurt out questions as soon as the employee is finished speaking.

6. The receiver allows the sender to finish his or her sentence.

F. Unite with a Common Vocabulary

A management writer recommends that managers should first identify the core work of a business, and then 
describe it in a shared business vocabulary. In this way, the various functions would speak a common language. 
Business jargon can contribute to a common vocabulary but must be used cautiously to avoid misunderstanding.

G. Be Sensitive to Cultural Differences

In order to overcome culturally based communication barriers: (a) show respect for all workers; (b) use 
straightforward language and speak clearly; (c) be alert to cultural differences in customs and behavior; (d) 
be sensitive to differences in nonverbal communication; (e) do not be diverted by style, accent, grammar, or 
personal appearance; ( f ) pronounce correctly the names of people you interact with from other countries;  
and (g) use an occasional emoji in your digital messages.

HOW TO CONDUCT AN EFFECTIVE MEETING

Poorly conducted meetings are a productivity drain. The suggestions for group decision making presented 
in Chapter 5 apply here. Group meetings can also be improved by such means as (1) meeting only for valid 
reasons, (2) the meeting leader setting the tone for the meeting, (3) starting and stopping on time, and offering 
refreshments, (4) keeping comments brief and to the point, (5) avoiding electronic distractions, (6) capitalizing 
on technology when appropriate, (7) encouraging critical feedback and commentary, (8) striving for wide 
participation, (9) solving small issues ahead of time with e-mail, (10) considering “huddling” when quick 
action is needed, (11) during a virtual meeting, discouraging the use of the mute function, and (12) ensuring all 
follow-up action is assigned and recorded.

ORGANIZATIONAL POLITICS AND INTERPERSONAL COMMUNICATION

Politics is related to communication because so much interpersonal communication in organizations is 
politically motivated. Organizational politics refers to informal approaches to gaining power or other 
advantages through means other than merit or luck. The positive nature of organizational politics is implied by 
the term leader political support. It refers to political acts and influence techniques by the leader to provide 
followers with the resources they need to accomplish their individual, group, and organizational objectives.

A. Relatively Ethical Political Tactics

A political tactic might be considered relatively ethical when it is used to gain advantage or power that serves 
a constructive organizational purpose. Five useful and relatively ethical political tactics are: (1) develop power 
contacts; (2) be courteous, pleasant, and positive; (3) create a positive image; (4) ask satisfied customers to 
contact your boss; (5) be politically correct; (6) minimize political blunders; and (7) send thank-you notes to 
large numbers of people.



Essentials of Management 11e Instructor’s Manual 118 Chapter 12 Individual and Organizational Communication

B. Relatively Unethical Political Tactics

In reality, not all organizations are ideal and many people use negative political tactics to fight for political 
advantage. Four widely practiced unethical political tactics are: (1) Backstabbing. You pretend to be nice, but 
all the while plan someone’s demise. E-mail is widely used for backstabbing. (2) Setting up another person to 
fail. Give another person an assignment with the hopes that he or she will fail and therefore be discredited. (3) 
Stealing credit. Some particularly devious executives behave unpredictably by design to keep people off guard. 
(3) Being unpredictable. Some particularly devious executives behave unpredictably by design to keep people 
off guard.

C. Exercising Control of Negative Organizational Politics

Carried to excess, organizational politics can damage productivity and morale, including hurting the careers 
of innocent people. Being aware of the presence of organizational politics leads to control. Open communication 
can also constrain the impact of political behavior. Avoiding favoritism is a big help.

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 What do you recommend as the maximum and minimum temperatures for holding walking meetings outside?

This question is not as silly as it sounds. The manager has to make a careful decision about the maximum and 
minimum temperatures for an outdoor meeting, or else deal with frequent petty complaints. The student’s 
own temperature preferences count here, but to suit most people how about a range of 65 degrees F to 80 
degrees F?

2 Employers continue to emphasize good communication skills as one of the most important qualifications for 
screening career-school and business graduates. What are some of the reasons for this requirement?

Most career-school and business graduates are hired for positions that involve extensive interaction with 
people, even if they will be doing mainly analytical work. To be effective in such positions, a person must 
have at least passable communication skills. Without acceptable communication skills, one’s potential 
contribution can be lost. Another serious consideration is that a person will have a difficult time being hired 
if he or she shows a major communication deficiency.

3 What kind of facial expression do you think might make a person appear intelligent?

People often make comments such as “that person looks intelligent.” So facial expressions are related to 
perceptions of a person’s intelligence, whether or not the perceptions are valid. Facial expressions likely to 
create a perception of intelligence are a smile, eye lids open, an occasional frown, an occasional cocking of 
the head to look quizzical, and pursing the lips while touching the chin with the thumb and forefinger.

4 What do you see as the potential advantages and disadvantages of firing an employee via a text message?

Firing an employee via a text message saves so much time, without even having to compose a full letter. By 
sending a text message you do not have to deal with the fired employee’s emotions. Furthermore, texting 
may be the employee’s preferred mode of communication. In terms of disadvantages, firing via text is callous 
and cowardly, and most likely will lead to the fired person bad-mouthing the company.
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5 If you believe that listening skills contribute to the effectiveness of a manager or corporate professional, what 
could you do this week to enhance your listening skills?

A practical, and easy-to-implement approach here would be to practice listening intently in a couple of 
everyday situations. One approach would be to concentrate completely on what another person two is 
telling you in a face-to-face conversation. Effective, also, would be to listen carefully to a presentation made 
on the radio, and try to avoid daydreaming while listening.

6 To what extent do you think communication technologies like GoToMeeting.com (an online meeting tool) or  
join.me will ever virtually eliminate face-to-face meetings in the workplace?

It is apparent that virtual meetings are growing in popularity as communication technology has continued 
to improve, and as people have grown more accustomed to interacting via communication technology. 
Nevertheless, it is part of human nature to want to interact face-to-face with other people, so physical 
meetings will probably never disappear even if their frequency diminishes. Furthermore, the amount of time 
top-level managers spend in physical meetings does not appear to be diminishing.

7 Many workers who have been laid off contend that if they had possessed better political skills they could have 
avoided losing their jobs. What are they talking about?

The basic point is that in almost any downsizing, the vast majority of workers are not downsized. Often, 
about 10 percent of workers are placed on the hit list. Several consultants have reported the people who are 
liked the most are the least likely to be downsized. And, people who are disliked the most are downsized first. 
Political skills help a person to be liked by many others, and develop a base of support.

COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

The Positive Organizational Politics Questionnaire (In Chapter – Figure 12-4)

The advantage of this questionnaire is that it emphasizes positive political tactics rather than including many 
negative and devious tactics. Yet a very high score, such as 14 or 15, could suggest that the person is too political 
and therefore might have a problem of being perceived as entirely trustworthy. The questionnaire also deals 
with a person’s sense of morality. For example, some people think a positive response to Statement 2 (“I go out 
of my way to flatter important people.”) is immoral.

Practicing Your Active Listening Skills (End of Chapter – Skill-Building Exercise 12-A)

Active listening is far from a natural skill for most people, so this exercise might be an eye-opener for many 
students. It will require intense concentration to study the role players and the evaluation factors simultaneously. 
Another approach is to intently observe the role players, then do the ratings. However, the ratings are done, this 
exercise should prove useful in pinpointing the meaning of active listening.

Your Personal List of Powerful Words (End of Chapter – Skill-Building Exercise 12-B)

Executing this exercise could lead to an enhancement of the student’s ability to communicate assertively, as 
well as add a few words to his or her working vocabulary (words actually used from time to time). To help with 
the research, the student might try a search phrase such as “business buzz words,” or “powerful words.” We 
emphasize that the student should find words that he or she would actually use.
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The Communication Component of Jobs (Internet – Management Now—Skill-Building Exercise)

Many students will find this exercise to be highly practical and enlightening. Their research is also likely to 
reinforce the importance of effective communication skills in most professional-level jobs. It is possible, 
however, that a given job description will not mention communication skills. For students not already familiar 
with job search engines, visiting one of these sites, such as Indeed is an eye opener about a useful career tool.

ANSWERS TO CASE QUESTIONS

Lone Wolf Pamela Gets Passed Over (Case Problem 12-A)

This case illustrates the harsh reality that exceptional performance may not be sufficient for receiving a 
promotion that a person thinks he or she deserves.

1  In what way might Pamela have been more politically astute to have avoided being passed over?

Pamela might have recognized that being a team player is an important part of creating a favorable image in 
an organization. By being more in contact with fellow sales representatives she might have been perceived 
as more courteous, pleasant, and positive.

2 What do you think of the logic behind the decision of Austin and Jasmine to pass over Pamela?

From an organizational standpoint, Austin and Jasmine are showing good logic in passing over Panela for 
promotion. A manager should be a good team player, and interact freely with group members. But from 
Pamela’s standpoint the logic is poor. She takes the traditional, and very old, viewpoint that the person  
who deserves to be promoted is the outstanding individual performer.

3 What political tactics should Pamela use if she wants to reverse her image as a lone wolf ?

In addition to being courteous, pleasant, and positive, Pamela might create a positive image by asking  
co-workers if she could help them in any way.

4 How ethical was it for the cofounders to listen to “buzz” about Pamela to help them reach their promotion 
decision?

Using “buzz” alone is not highly ethical nor smart management. The cofounders might have taken the effort 
to document the buzz, maybe during informal conversations with the other sales representatives. The 
cofounders might have look for mentions of how the other sales agents interacted with Pamela.

B.S. Bingo at Vitamin Extra (Case Problem 12-B)

This case represents a widespread challenge in conducting business meetings. So many workers are accustomed 
to multitasking that they find it uncomfortable to sit through a meeting without accessing an electronic device. 
The B.S. Bingo game illustrates that perhaps the attendees even invite distractions.

1 What do you recommend Carlos do to have more disciplined meetings? (Or, should he do anything?)

Carlos might conduct a meeting about the meetings to have an open discussion of establishing norms for 
acceptable meeting behavior. He might welcome input about when the team thinks is satisfactory business-
like behavior.
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2 Should Carlos conduct his business meetings with language that would make it difficult to win at B.S. Bingo?

Carlos should not feel compelled to avoid all commonly-used business terms. What he might do, however, 
is guard against using the same term excessively, such as saying “at the end of the day” in practically every 
paragraph.

3 What stance should Carlos take about multitasking during meetings?

In a few companies, multitasking with electronic devices during a meeting is prohibited, such as requiring 
smartphones to be placed on a table near the entrance. Yet such restrictions might make meetings awkward 
for some team members. A more realistic approach might be to insist that all multitasking be related to the 
meeting, such as searching information on the Internet related to a problem at hand.

EXPERIENTIAL EXERCISE

Finding Examples of Communication Problems

The task here is for the student to speak to several people to identify two specific interpersonal communication 
problems that have taken place on the job, however basic the job. The student can then analyze why the 
problem took place, and how it could be corrected. Here is a curious example: A frustrated and angry customer 
telephoned the customer service center for help with a computer problem. The instructions on his screen said, 
“Press any key.” The customer complained that he had been searching for 20 minutes to find “the any key” on 
his computer to no avail. He proceeded to take out his anger on the customer-service agent who at first did 
not understand the caller’s conundrum. Maybe the instructions “Press any key” should be rewritten as “Press 
whatever key on your keyboard you would like to.”
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CHAPTER 13

Teams, Groups, and Teamwork 
The purpose of this chapter is to furnish information the reader can use to function more effectively as a team 
leader or team member. In addition to basic conceptual information about teams and groups, the reader is 
given many practical suggestions. This chapter also includes a section about conflict and its resolution because 
much of conflict in organizations takes place within groups.

LEARNING OBJECTIVES

1 Identify various types of teams and groups, including self-managed work teams and project groups.

2 Describe the characteristics of effective groups and teams.

3 Summarize managerial actions for building teamwork.

4 Pinpoint the actions and attitudes of an effective team player.

5 Point to the potential contributions and problems of teams and groups.

6 Describe the positive and negative aspects of conflict and how team leaders and managers can resolve 
conflict.

CHAPTER OUTLINE AND LECTURE NOTES
The heavy emphasis on teams and group decision making in the workplace increases the importance of 
understanding teams and groups.

TYPES OF TEAMS AND GROUPS

A group is a collection of people who interact with each other, are working toward some common purpose, and 
perceive themselves to be a group. A team is a special type of group in which members have complementary 
skills and are committed to a common purpose, a set of performance goals, and an approach to the task. 
Teamwork means that there is understanding and commitment to group goals on the part of all team members.

A formal group is one deliberately formed by the organization to accomplish specific tasks and achieve goals. 
An informal group emerges over time through the interaction of workers. Informal groups typically satisfy 
a social or recreational purpose. All workplace teams have the common element of people working together 
cooperatively and members possessing a mix of skills. No matter what label a team carries, its broad purpose is 
to contribute to a collaborative workplace in which people help each other achieve constructive goals.

A. Self-Managed Work Teams

Most corporations use some form of team structure somewhere in the organization. A self-managed work 
team is a formally recognized group of employees who are responsible for an entire work process or segment 
that delivers a product or service to an internal or external customer. The self-managed team stems from 
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job enrichment. The key purposes for establishing self-managed teams are to increase productivity, enhance 
quality, reduce cycle time, and to respond more rapidly to a changing workplace.

Team members work together on an ongoing, day-by-day basis, thereby not being a task force or committee. 
The work team is given total responsibility or “ownership” of a product or service. Workers are taught to be 
generalists rather than specialists. Based on their responsibility, team members usually develop pride in their 
work and team.

An updated version of the self-managed work team is the high-performance work team, a group of 
employees who have the responsibility and authority as a team to determine the process by which core tasks 
are accomplished. The HPWT has clearly specified values and goals, and shared responsibility among team 
members. A study of high-performing work teams in 20 manufacturing plants found that productivity declined 
at first, but then recovered back to the original productivity rate. Inventory turnover, however, showed a long-
term improvement. 

B. Project Teams and Task Forces

A project team is a small group of employees working together on a temporary basis whose task is to 
accomplish a particular goal. Project managers work independently of the chain of command, and they 
negotiate for resources with the heads of the line and staff departments whose members are assigned to the 
project. Project managers act as coordinators of the people and material need to complete the mission. Being 
part of a project encourages identification with the project, often leading to high morale and productivity. If the  
project fails, it can be disbanded quickly. 

A task force is a problem-solving group of a temporary nature, usually working against a deadline. It functions 
much like a project except that it is usually of smaller size and more focused on studying a particular problem 
or opportunity. The task force usually makes recommendations to higher management.

C. Cross-Functional Teams

A cross-functional team is a work group composed of workers from different specialties, but at about the same 
organizational level, who come together to accomplish a task. The purpose of such a team is to get workers 
from different specialties to blend their talents. A major requirement for the success of a cross-functional team 
is collaboration among its members. A key success factor for cross-functional teams is that the team leader has 
both technical and team leadership skills, including interpersonal skills.

D. Top-Management Teams

The group of managers at the top of the organization is often referred to as a top management team, yet they 
rarely function as a team in the true sense of the term. The CEO gets most of the publicity, along with credit and 
blame for what goes wrong. Nevertheless, groups of top-level managers are teams in the sense that they make 
most major decisions collaboratively with all members of the top-management group included.

E. Virtual Teams

A virtual team is a small group of people who conduct almost all of their collaborative work by electronic 
communication rather than by face-to-face meetings. They collaborate by conducting electronic meetings. 
E-mail is the usual medium for sharing information and conducting meetings. Collaborative software (or 
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groupware) also helps run a virtual team. An intranet is often dedicated to the shared product. Strategic 
alliances in which geographically dispersed companies work with each other are a natural for virtual teams. 
Virtual teams are good for key employees who do not want to relocate.

Trust is a very important component of virtual teams. Managers have to trust the team members to get the work 
done without supervision, and team members have to trust each other. Any type of work that is sequential or 
integrated would create problems for a virtual team. One method of enhancing collaboration is to use regular 
video calls to reduce the misinterpretation that might take place when reading digital messages. 

1 Importance of Good Leader-Member Relationships. Good relationships between the leaders of virtual teams 
and the team members enhances team member satisfaction. A study showed that virtual workers who have 
a high-quality relationship (LMX) with their supervisors are likely to be more committed to the organization. 
Job satisfaction and performance also tended to increase with good leader-member relationships.

2 Importance of Ample Communication. High-performing virtual teams typically have ample communication 
among members. One study showed that members of successful virtual design teams send significantly 
more and longer messages to each other on the transition of their projects from one phase to another.

Virtual teams can be highly productive but are not recommended for work that is sequential or integrated, 
such as in healthcare.

CHARACTERISTICS OF EFFECTIVE WORK GROUPS AND TEAMS

As shown in Figure 13-2, characteristics of effective work groups and teams can be placed into ten categories.

1 Enriched job design. Effective work groups follow the principles of job design embodied in job enrichment 
and the job characteristics model.

2 Empowerment and shared leadership. An effective work group believes in its authority to solve a variety of 
problems with management approval. Effective leaders require leadership from all group members.

3 Interdependent tasks, information sharing, and rewards. Group members depend on each other in terms 
of accomplishing tasks. They are goal interdependent because individual goals are linked to group goals. 
Interdependent feedback and rewards also contribute to group effectiveness. For interdependence to work 
well, group members must share information.

4 Right mix and size. Membership heterogeneity contributes to performance when the group has a variety of 
tasks to accomplish. Cultural diversity can enhance creativity. The group should be composed of the right 
number of people for the task. Mental ability and the right standing on personality factors are also helpful. 
Groups should be large enough to accomplish the work, but when groups become too large, confusion and 
poor coordination may result. Cross-functional teams, work teams, committees, and task forces tend to be 
the most productive with seven to ten members.

5 Prosocial motivation of group members. Strong motivation of group members is always important. Prosocial 
motivation, or the desire to exert effort to benefit others, is especially important. Prosocial motivation 
enhances cooperation, leading to more citizenship behavior and better performance.

6 Emotional intelligence. Building relationships inside and outside the team and making constructive use of 
emotion is important. Mutual trust is good, but too much trust inhibits monitoring each other’s work.
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7 Support for the work group. Key organizational support factors include giving the group the information it 
needs, coaching group members, providing the right technology, and receiving recognition and rewards. 
Training can facilitate group effectiveness. Managers should invest resources in the group.

8 Effective processes within the group. Many processes influence group effectiveness including high team 
spirit, mutual social support, workload sharing, and communication and cooperation within the group. 
The right processes lead to group cohesiveness. Teams that can be trusted to follow the right processes and 
procedures tend to perform better.

9 Familiarity with jobs, co-workers, and the environment. Group effectiveness is enhanced when members are 
familiar with their jobs, co-workers, and the work environment. Familiarity essentially refers to experience.

10 Appropriate degree of collaboration. Collaboration among group and team members is essential, but too 
much collaboration can lead to wasted time and emotional exhaustion. The problem is spending so much 
time in interacting with each other, and also not enough time for independent, analytical work. 

Teams and groups with all or most of these characteristics develop a feeling of collective efficacy, a group’s 
shared belief in its combined capabilities to organize and executive the course of action required for certain 
outcomes. The characteristics of an effective work group should be supplemented by effective leadership. Team 
leaders must emphasize coaching rather than controlling. The group as an entity should be coached, not only 
individual members. A study showed that supportive coaching was more effective than the manager jumping 
in with suggestions.

MANAGERIAL ACTIONS FOR BUILDING TEAMWORK

Certain managerial actions and organizational practices facilitate teamwork, as outlined next.

1. Begin with a mission and an agreement on the meaning of success.

2. Help the group focus on its strengths.

3. Compete against a common enemy.

4. Make teamwork the norm.

5. Use consensus decision making and provide information.

6. Minimize micromanagement. Micromanagement is supervising group members too closely and sec-
ond-guessing their decisions.

7. Reward the team and individuals.

8. Encourage some face-to-face communication.

9. Show respect for team members.

10. Participate in teamwork training. (Even eating together regularly can help.)

11. Rise to the challenge of teamwork for virtual teams.

Outdoor training, or offsite training, generally offers the most favorable outcomes when the trainer helps the 
team members comprehend the link between training and on-the-job behavior. A caution is that off-site team 
building is that the activities can backfire leading to both embarrassment and injuries. Effective managers pick 
and choose from strategies as appropriate to build teamwork.
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BEING AN EFFECTIVE TEAM PLAYER

Team play is a highly regarded workplace behavior. Many skills, actions, and attitudes contribute to effective 
team play.

A. Task-Related Actions and Attitudes

Task-related actions and attitudes focus on work itself more than on interpersonal relations.

1. Possesses and shares technical expertise.

2. Assumes responsibility for problems.

3. Is willing to commit to team goals.

4. Is able to see the big picture.

5. Is willing to ask tough questions. (A tough question helps achieve insight into the nature of the problem 
facing the group.)

6. Is willing to try something new.

B. People-Related Actions and Attitudes

Outstanding team players recognize that effective interpersonal relationships are important for getting tasks 
accomplished.

1. Trust team members.

2. Share credit.

3. Recognize the interests and achievements of others.

4. Listen actively and share information.

5. Give and receive criticism.

6. Do not rain on another team member’s parade.

POTENTIAL CONTRIBUTIONS AND PROBLEMS OF TEAMS AND GROUPS

Groups have both an upside and a downside.

A. Potential Contributions of Teams and Groups

Considerable case history evidence supports the contribution of teams over independent effort. Another 
perspective on the importance of teams is lift outs—the practice of recruiting an entire high-functioning team 
from another organization. Teams are the most useful when work processes cut across functional lines, speed 
matters, the environment is complex and changing, and innovation has high priority. Also, the tasks should 
require integration of highly interdependent performers.

B. Potential Problems of Teams and Groups

Group activity, including group decision making, does not always lead to superior results.

1 Group Polarization. During group problem solving the group sometimes moves toward taking greater 
risks— the risky shift. At other times the group becomes more conservative. The general term for moving 
in either direction is group polarization, a situation in which post-discussion attitudes tend to be more 
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extreme than pre-discussion attitudes. A contributing factor is diffusion of responsibility. A person will feel 
less responsible—and guilty—about taking an extreme position.

2 Social Loafing. Social loafing is freeloading, or shirking individual responsibility, when a person is placed in 
a group setting and removed from individual accountability. A contributing factor is that people withhold 
effort to avoid being played for a sucker.

3 Limited Accountability. Teams are often given credit for accomplishments, but they are rarely blamed for 
failures. Instead, individual team members are blamed for team failures, and the group escapes the blame.

4 Ostracism of an Unwanted Group Member. Group members can be cruel in ostracizing and unwanted or 
unpopular member. Ostracism is the extent to which an individual group member perceives that he or she 
is being ignored by other group members.

5 Career Retardation. Focusing too much on group or team effort can retard a person’s career, such as being 
perceived as a team player rather than a leader. Trying too hard to please the team can lead to conformity in 
thinking. Outstanding performance remains necessary for advancement.

RESOLVING CONFLICT WITHIN TEAMS AND GROUPS

Some disagreement and dispute within groups is inevitable. Conflict is the simultaneous arousal of two or 
more incompatible motives. Group members competing for the same resource leads to conflict. Different 
factions within a group is another contributor to conflict.

A. Task Versus Relationship Conflict

Cognitive conflicts are task oriented and deal mostly with intellect rather than emotion. Task conflict 
focuses on substantive, issue-related differences. Relationship conflict focuses on personalized, individually 
oriented issues. These issues are dealt with more emotionally than intellectually. Moderate task conflict is 
functional because it requires the team to engage in activities, such as creative problem solving that foster 
team effectiveness. An analysis of many studies cautions that both task conflict and relationship conflict can 
be equally disruptive. A little conflict may be beneficial, but this advantage quickly breaks down as conflict 
intensifies.

B. Consequences of Conflict

The right amount of conflict may enhance job performance, but too much or too little conflict lowers 
performance.

1 Positive Consequences of Conflict. Positive consequences of job conflict include increased creativity, effort, 
diagnostic information, and group cohesion.

2 Negative Consequences of Conflict. Negative consequences of conflict include poor physical and mental 
health, wasted resources, the sidetracking of important goals, and heightened self-interest.

C. Methods of Conflict Resolution

Managers spend as much as 20 percent of their time dealing with conflict. Managing conflict effectively can 
therefore improve productivity. The manager/leader can choose among five basic styles of conflict resolution:

1 Forcing. The emphasis here is winning one’s concerns at the expense of the other party.

2 Accommodation. The other party’s concerns are appeased without taking care of one’s own concerns.
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3 Sharing. Sharers prefer moderate but not incomplete satisfaction for both parties, which results in a 
compromise.

4 Collaboration. The collaborator wants to satisfy the desire of both parties fully, and so follows a win-win 
philosophy. The conflict-resolution technique of confrontation and problem solving is built into collaboration. 
First the real problem is identified, and then a win-win solution is found.

5 Avoiding. The avoider combines uncooperativeness and unassertiveness and is indifferent to the concerns 
of either party.

D. Resolving Conflicts between Two Group Members

A high-level managerial skill is to help two or more group members resolve conflict between or among them. 
The most useful approach is to get the parties in conflict to engage in confrontation and problem solving. The 
manager sits down with the two sides and encourages them to talk to each other about the problem, not talk 
directly to the manager. Being able to intervene in the conflict of group members is a management skill that 
grows in importance.

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 In what way is participating on a sports team, musical band, or orchestra good preparation for being a member 

of a work group on the job?

Many similarities exist between the groups mentioned above and work groups on the job. Following rules 
and working collaboratively are important on the job, and as a member of a sports team, band, or orchestra. 
As a consequence, experience on a sports team, musical band, or orchestra is good preparation for being a 
member of a work group on the job.

2 Why is experience working on a cross-functional team particularly valuable for a person who aspires to a career 
in management?

Working on a cross-functional team provides an excellent opportunity to develop breadth and an appreciation 
of other viewpoints that contributes to success as a manager. Resolving the task conflict that arises in a 
cross-functional group is also good experience for a managerial job.

3 Identify two actions you would be willing to take to impress upon your manager that you are a good team player.

Individual preferences are the key to this answer, but most students enjoy being a good team player and 
would be willing to take most of the actions mentioned in the chapter. A few of the more favored task-related 
actions might be sharing technical expertise, assuming responsibility for problems, and trying something 
new. A few of the more favored people-related actions might be sharing credit, recognizing others, and 
listening and information sharing. 

4 What do you think a project manager has to be effective at working under pressure?

Project managers have to be good at working under pressure for several reasons. Quite often the project 
manager is placed in charge of a key activity for the firm, such as developing a self-driving car. The project 
often has a tight deadline which is a major cause of pressure. Another source of pressure is that the project 
manager may have to work had to get the resources he or she needs to have the project run smoothly.
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5 Give an example of a manager leading by example for a team.

The manager might lead by example via displaying good ethics, such as telling the group, “We cannot send 
our component along until we have removed every possible safety error.” Another example of leading by 
example would be for the manager to arrive on time for work and stay focused on work all day with just 
enough small talk necessary to build rapport.

6 Provide two examples of interdependent (or collaborative) tasks in the workplace for which teams are well suited.

A complex manufacturing process like building the insides of an aircraft is an interdependent task because 
more than one trade is involved in each maneuver such as installing wiring. An insurance agency taking care 
of client needs would also be collaborative such as sales, underwriting, and claims sharing their expertise 
with each other.

7 Describe an example of conflict you have witnessed as a team member, at work, for a class project, or a sports 
team. How might have this conflict have been resolved?

The aim of this question is to sensitize students to the importance of resolving conflict in a constructive way. 
Often conflicts go unresolved because the issue is not confronted early enough in the history of the conflict. 
A marketing colleague of mine had a situation in which one member of a team project was frequently absent 
from team meetings. When she was present, she spent much of her time talking on a cell phone with family 
and friends. The situation deteriorated so badly that the other team members did the work without her. The 
negligent student received an F while the other students received a B. All kinds of problems resulted with 
the woman’s parents even hiring a lawyer to get the grade changed. Maybe if the group had confronted the 
woman early enough the conflict could have been resolved. My colleague says this situation was about the 
worst in his teaching career. The grade appeal did not work, but the costs in term of mental anguish and time 
were substantial.

COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

My Effectiveness as a Team Member (In Chapter – Figure 13-1)

Again, we have a checklist that is designed to make the student sensitive to the type of behaviors and attitudes 
associated with a key management concept. Such behaviors are sometimes referred to as operational definitions. 
Statement Number 13 (“Willing to switch assignments with teammates if needed”) is a pointed example of 
teamwork behavior.

Housing for the Homeless (End of Chapter – Skill-Building Exercise 13-A)

Students respond quite positively to this exercise in part because the task is so socially relevant. The exercise 
is a simulation because the students do not actually build shelters for the homeless, yet they go through the 
managerial task of planning the venture. The rating factors can be applied to what took place with the team in 
general or toward specific individuals. The team focus of the exercise suggests that individuals should not be 
singled out in the ratings.
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The Good Samaritans (End of Chapter – Skill-Building Exercise 13-B)

It would take effort and time to execute this assignment, but the payoff would be substantial. An aspect of 
teamwork quite likely to emerge would be looking for task-relevant expertise among the group members, such 
as “Who is good at parallel parking an SUV into a tight space?” It would be ideal to find a team task, such as 
repairing a broken fence for a homeowner. A potential challenge in this assignment is for the Good Samaritans 
to convince the person or persons to be helped that this activity is not some type of scam.

Productivity of Teams and Groups (Internet – Management Now—Skill-Building Exercise)

A subtle issue with this Internet search is why it is so difficult to obtain productivity data about teams and 
groups. It appears that such data is collected infrequently. Nevertheless, this Internet search will prove 
worthwhile if the student can find even one case history of a productive work group.

ANSWERS TO CASE QUESTIONS

Kevin Cultivates His Co-workers (Case Problem 13-A)

This case illustrates the importance some workers place on developing the reputation of being a good team 
player, and how developing this reputation requires sensitivity and tact.

1 How effective do you think Kevin’s initiatives are in helping him develop a reputation as a strong team player?

It appears that Kevin might be reaching a little far and going beyond his role to develop a reputation as a 
strong team player. His approach to receiving recognition for bringing donuts to the office might be perceived 
as too self-serving. His e-mail to the team thanking them for helping him might be interpreted as overreach. 

2 If you were Kevin’s supervisor, how would you react to the e-mails he sent to the group?

Perhaps Kevin’s supervisor could ask him a tough question about what he is doing, but not reprimanding 
Kevin because he has not violated any work rule. A tough question might be, “Kevin, do you think you are 
pushing too hard to be seen as a good team player by the group?”

3 What advice might you offer Kevin to help him advance his reputation as a team player?

Hey Kevin, you are making strides in becoming perceived as a good team player. The donuts might have  
been a good idea. But maybe sending e-mails to group members isn’t such a good idea. It makes your offers 
seem like they are company sponsored. I would just mention casually to co-workers that you are willing to 
help them cope with being overloaded. Tone down a bit, and you will accomplish your goals.

The Big Battle over Conference Room Space (Case Problem 13-B)

This case illustrates a growing problem in organizations, too little conference room space to meet operational 
demands. The underlying cause of most conflicts is illustrated by this problem—competition for limited 
resources.

1 How can conflict about conference rooms exist in this age of high technology?

High technology might make scheduling more accurate and efficient, but high technology cannot expand 
resources. The resource here is conference-room space which needs to be expanded unless the number of 
meetings can be reduced.



Essentials of Management 11e Instructor’s Manual 131 Chapter 13 Teams, Groups, and Teamwork

2 Which method of conflict resolution should Brenna recommend to resolve the conflicts mentioned in this case?

Brenna should most likely recommend confrontation and problem solving as the method to resolve the 
conflict. As stated above, the underlying problem here is competition for limited resources. Mercury Voyages 
can either increase the amount of conference room space available or find a way to decrease the number of 
conferences. For example, the groups might try to make better use of virtual meetings.

3 So, what’s wrong with company employees meeting at a nearby coffee shop or restaurant?

For some employees, meeting at a local coffee shop would be fun, and they would not mind paying for 
their own refreshments. (I visited a Dunkin’ Donuts near Chicago that had an upstairs wing that would be 
perfect for a small meeting.) Yet there are problems in meeting at a café or restaurant. First, is the image of a 
company that lacks the physical resources to meet an operational demand. Second, a lot of work time will be 
lost traveling back and forth the café. Third, such a meeting might be more distracting, and less business-like 
than a meeting conducted on company premises.

EXPERIENTIAL EXERCISE

Learning Teamwork through Ball Handling

The widely used exercise to be described next is used to develop teamwork as well as practice brainstorming. 
If the class has twenty-five or fewer students, the entire class can participate. Otherwise, divide the class into 
groups of about fifteen people. One person in the group is handed a ball, who then hands it to the adjacent 
person, who hands it to the next, and so on, until everyone has had a chance with the ball. Each person tries to 
remember who gave him or her the ball, and who the ball was handed to. A timekeeper records how long the 
passing along of the ball takes.

The process begins all over again, with the goal of cutting the ball-passing time in half. An important rule is 
that the ball must actually be passed from one person to another. Otherwise, everybody might just touch the 
ball simultaneously. With each new round, the goal is to cut the time again by one-half. A point will be reached 
quickly where the team has only several seconds to pass the ball along to all the participants. Use brainstorming 
to find a way of reducing the time required for passing the ball to all the participants.
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CHAPTER 14

Essentials of Controlling
The control function of management involves measuring performance and then taking corrective action if goals 
are not being achieved. Controls can make positive contributions to an organization, including motivation, by 
providing measurements of good performance.

LEARNING OBJECTIVES

1 Explain how controlling relates to the other management functions.

2 Understand the different types and strategies of control.

3 Describe the steps in the control process.

4 Explain the use of nonbudgetary control techniques.

5 Have an awareness of the various types of budgets, and the use of budgets and financial ratios for control.

6 Explain how managers and business owners manage cash flow and control costs, and use nontraditional 
measures of financial performance.

7 Describe the computer-based monitoring system.

8 Specify several characteristics of effective controls.

CHAPTER OUTLINE AND LECTURE NOTES
The controlling function of management involves measuring performance and then taking corrective action 
if goals are not being achieved. Without the controlling function, managers cannot know whether people are 
carrying out their jobs properly.

CONTROLLING AND THE OTHER MANAGEMENT FUNCTIONS

Controlling has been referred to as the terminal management function because it takes place after the other 
functions have been completed. Controls help evaluate whether the other functions have been carried out 
properly. The control function is also used to measure the effectiveness of the control system.

TYPES AND STRATEGIES OF CONTROL

Controls can be described by time perspective, by when they are applied, and by whether they are internal or 
external.

A. The Time Element in Controls

A preventive control takes place prior to the performance of an activity, as when quality standards are 
established. Concurrent controls monitor activities while they are being carried out. Computerized 
supervisory systems are usually concurrent controls. Feedback controls evaluate an activity after it is carried 
out, as with a financial statement.
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B. External Versus Internal Controls

The traditional controls are external and assume that people must be controlled by external forces. External 
controls are often effective but may discourage employee commitment. An internal control strategy is 
based on the belief that employees can be motivated by building their commitment to organizational goals. 
Empowerment of individuals and teams relies on an internal control strategy. Both external and internal controls 
can work well. The effective use of controls follows as contingency, or “if…the…” approach to management.

STEPS IN THE CONTROL PROCESS

Controlling involves setting standards, measuring performance, and taking corrective action is needed.

A. Setting Appropriate Performance Standards

Controlling begins with setting standards that are realistic and acceptable to the people involved. A standard 
is a unit of measurement used to evaluate results. Historical information is important, as well as profit and loss 
considerations.

B. Measuring Actual Performance

Effective performance measurement requires managers to: (1) agree on the specific aspects of performance  
to be measured; (2) agree on the accuracy of measurement needed; and (3) agree on who will use the 
measurements.

C. Comparing Actual Performance to Standards

To make good comparisons, the range of acceptable deviations must be agreed upon in advance. A deviation 
indicates the size of the discrepancy between performance standards and actual results. Then the results of the 
comparison between the actual performance and the standards must be communicated to the right people.

D. Taking Corrective Action

After making an evaluation of the discrepancy between the actual performance and the standard, the manager 
has three courses of action: Do nothing, solve the problem, or revise the standard.

1 Do Nothing. If things are proceeding according to plan, no corrective action is required, but a compliment 
about meeting standards might be in order.

2 Solve the Problem. The big payoff from control concerns correcting deviations from standard performance. 
Sometimes minor adjustments are sufficient to correct the problem. At other times drastic action may be 
necessary.

3 Revise the Standard. Revising the standard is necessary when it appears that the standard was unrealistically 
difficult or easy.

NONBUDGETARY CONTROL TECHNIQUES

Nonbudgetary control techniques are of two types. Qualitative control techniques are methods based on 
human judgments about performance that result in a verbal rather than a numerical evaluation. Quantitative 
control techniques are methods based on numerical measures of performance. Controls are widely used to 
keep costs at acceptable levels, particularly with respect to reducing variable costs.
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When interpreting the results of an audit, it is necessary to evaluate carefully the processes used to provide 
the information, including the political motivation of the auditor. The Sarbanes-Oxley Act of 2002 includes 
provision for making auditors more independent and puts the accounting industry under tightened federal 
oversight.

BUDGETS AND BUDGETARY CONTROL TECHNIQUES

A budget is a spending plan for a future period of time, expressed in numerical terms. Budgets are an inescapable 
part of management. Topics related to budgeting also included here are managing cash flow and cost cutting, 
and the balanced scorecard.

A. Types of Budgets

All budgets can be classified as fixed or variable. A fixed budget allows for expenditures based on a one-time 
allocation of resources. A flexible budget allows for variation in the use of resources, based on activity. Seven 
specific types of budgets are as summarized in Figure 14-6.

B. Suggestions for Preparing a Budget

Judgment and political tactics enter into budget preparation. Several suggestions for preparing a sensible 
budget are: (1) Leave wiggle room; (2) Research the competition; (3) Embrace reality [such as by studying the 
facts and taking a historical perspective]; (4) Do not neglect intuition; and (5) Identify all the costs that are 
necessary and reasonable to complete the work described in your plan or proposal.

C. Budgets and Financial Ratios as Control Devices

The control process relies on the use of budgets and financial ratios as measures of performance.

1 Budgets and the Control Process. Planned expenditures are compared to actual expenditures, and corrective 
action is taken if the deviation is significant.

2 Financial Ratios and the Control Process. An advanced method of using budgets for control is to use financial 
ratios. Gross profit margin. The gross profit margin is the difference between sales and the cost of goods 
sold, divided by sales. The profit margin is the return on sales, or net income divided by sales. (The term 
margin is also used for profit margin.) The return on equity is the ratio between net income and owner’s 
equity. Revenue per employee is the revenue divided by the number of employees. A mor recent trend 
is to use the measure of profit per employee, rather than revenue per employee. Profit is usually a more 
meaningful metric than revenue. 

Many startups in the telecommunications, information technology, and biotechnology fields with 
revenues far below their expenses pay salaries and other expenses out of investor capital.

3 Other Measures of Financial Health. Economic Value Added (EVA) refers to how much more (or less) the 
company earns in profits than the minimum amount its investors expect to earn. The minimum amount is 
also the cost of capital used to finance a firm’s assets. EBITDA is earnings before interest, taxes, depreciation, 
and amortization, and is a rough measure of the success of a company. EBITDA paints and optimistic picture 
of a company’s financial health because it excludes important costs.

Pro forma is a financial statement that excludes write-downs or good will and other one-time charges 
not relevant to future earnings. Pro-forma earnings are also referred to as “earning excluding bad stuff.” Net 
debt refers to a company’s debt minus the cash and cash equivalents it has on hand. Informing the public 
that debt could be lowered immediately, if necessary, seems like a reasonable assertion.
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MANAGING CASH FLOW AND COST CUTTING

Managers need to keep cash on hand to pay expenses and appear to be in good financial condition. Both cash 
flow and controlling, or cutting, costs helps meet these objectives.

A. Managing Cash Flow

Cash flow is the amount of net cash generated by a business during a specific period. Many definitions can be 
found for cash flow. A corporation’s cash flow statement is divided into three sections, with each specifying a 
different source of cash: (1) Cash provided by (or used in) operating activities; (2) Cash provided by (or used in) 
financing activities; (3) Cash provided by (or used in) investing activities; (4) The summary section lists cash at 
the beginning and end of the period, plus the change in cash.

A subtle problem with the three types of cash flow listed above is that accounting firms do not always agree 
with managers as to the definition of cash. For example, is money invested in short-term money market funds, 
certificates of deposits, or bonds the equivalent of cash? The Big Four accounting firms classify as cash short 
term or highly liquid investments.

Firms with large cash flows make attractive takeover targets because acquiring firms are likely to use the cash 
to pay off the cost of the acquisition. Cash on hand is a key measure of financial well-being. Cash flow is very 
relevant to understanding the financial health of business firms.

A refinement of cash flow is free cash flow, or the cash from operations minus capital expenditures. The capital 
expenditures are the investments necessary to maintain or expand the company’s fixed assets.

B. Cost Cutting to Improve Financial Health

The ideal way to improve cash flow is to generate more revenue than expenses. The difficulty in finding ways to 
generate more revenue leads many companies to cut cost to improve cash flow.

1 Investing in Positive Approaches to Cost Reduction. Investing money in the right process or equipment can 
often lead to useful cost reductions. Investing in video conferencing equipment is a widespread practice for 
reducing travel expenses. Automation in general is a positive investment that often reduces costs, such as 
the reduction in the number of store associates required with self-service checkout counters.

2 Potential Hazards of Cost Reduction. A caution about cost cutting is that it can lead to low morale, lower  
quality goods and services, and foster the image of being a cheap company. Before Kraft Heinz appointed 
a chief growth officer, the company experienced negative consequences from an intense cost-cutting 
campaign. For example, reduced investment in brand marketing contributed to a 1 percent decline in 
revenues during a one-year period. Managers are cautioned about cost-cutting measures that can make a 
manager appear cheap.

Figure 14-8 has many suggestions for cost cutting.
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TWO NONTRADITIONAL MEASURES OF FINANCIAL PERFORMANCE

As managers continue to look for ways to measure the financial performance of the units they manage, several 
nontraditional measures of financial performance have emerged. Two such measures are described in this 
section.

A. The Balanced Scorecard

Many researchers and managers have moved away from exclusive reliance on financial ratios and related 
indices to measure the health of a firm. One approach to this problem is to devise a balanced scorecard—a 
management system that enables organizations to clarify their vision and strategy and translate them into 
action. The balanced scorecard helps organizations set goals and measure performance from four perspectives 
vital to all businesses: financial, customer perspective, internal process, and innovation and learning. Figure 
14-9 provides an illustrative model of the balanced scorecard.

The balanced scorecard continues to broaden its use in helping companies widen their horizon about what 
constitutes success. The scorecard helps the partners in the alliance to widen their focus from contributions 
and operations to strategy and commitment.

B. Relative Standing Against the Competition

Comparing one’s performance against the competition can be more meaningful than making comparisons with 
previous performance. Measuring performance in terms of anticipated market share is a valuable performance 
metric. Asking customers can yield this information.

COMPUTER-BASED MONITORING SYSTEM

A computer-based monitoring system gathers data about the work habits and productivity of employees. 
Computer-based systems are also used to uncover instances of employees leaking sensitive information, 
including trade secrets, to outsiders. Employees working under this system are under constant surveillance.

Employee Internet use is frequently monitored, with more than three quarters of U. S. companies monitoring 
such use. A major problem is that time spent on websites unrelated to the task at hand can drain productivity.

A contributing factor electronic monitoring of work is that an increased number of employees conduct 
their work far from their manager’s gaze, including at home and in hotel rooms. Also, electronic evidence is 
important in lawsuits.

1 Workers Most Likely to Be Monitored. Office workers, including those in frequent telephone contact with the 
public, are the most likely to be monitored. JetBlue management is able to attain exceptional productivity 
from reservation agents who work at home by using software that enables it to track each agent’s telephone 
system. Computer-aided monitoring is also likely to be used when information leaks are a major concern, 
such as in healthcare, law, and product development and marketing.

A general guideline is that high-technology monitoring tools can be applied best with workers who 
perform discrete, measurable tasks during prescribed hours, such as call center employees. Monitoring 
workers whose jobs involve primarily thinking is much more difficult.

2 Concerns about Electronic Monitoring Systems. Many critics complain that computer-aided monitoring 
invades employee privacy and violates their dignity. Another concern is that executives are not monitored. 
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The results of computer-aided monitoring of work are often used to take harsh action against employees 
who violate company rules. Despite these concerns, computer-based monitoring usually does not involve 
privacy infringement in the legal sense. 

3 Gaining Acceptance for Computer-Aided Monitoring. Managers are advised to establish an Acceptable Usage 
Policy (in relation to company resources) and an employee monitoring policy. The usage policy defines 
appropriate as well as inappropriate use of corporate resources, including the use of telecommunication 
devices. In some workplaces, employees accept computer monitoring as a tool that helps them gain control 
of their work and to be judged fairly by their supervisors. 

CHARACTERISTICS OF EFFECTIVE CONTROLS

To increase the chances that a control system will be effective, the controls should have certain charac-
teristics. Some of the more important characteristics of a control system are that it must: (1) be accepted;  
(2) be appropriate and meaningful; (3) provide diagnostic information; (4) allow for self-feedback and self-
control; (5) provide timely information; (6) allow employees control over the results measured; (7) not contra-
dict itself; (8) allow for random variations from standard; (9) be cost-effective; and (10) not limit innovation.

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 Provide an example of how feedback from customers can be used as part of a control system.

Customer feedback can point to important problems that require correction, thereby serving as an effective 
control system. Assume that a dozen guests filling out the customer survey card report that the furniture is 
grimy. Hotel management would then know that it is time to clean or replace the furniture.

2 Tony works full time as a computer-repair technician who makes onsite repairs for individuals and small 
businesses. He says his gross profit margin is 94 percent because last year his total revenues were $150,000 and 
his expenses were $9,000. “I’m actually doing better than Microsoft. They talk about gross profit margins of 80 
percent,” said Tony. What is wrong with Tony’s estimate of his gross profit margin?

We are happy for Tony, but his logic is flawed. The expense he omits is a reasonable payment for his labor. If 
he thinks that a computer repair technician should be paid $55,000 per year, his expenses become $64, 000 
and his profit margin shrinks to 57.3 percent.

3 Which one or two of the financial ratios mentioned in this chapter could be a good motivational tool if revealed 
to employees?

Revenue per employee might be motivational, because it can establish a goal for the individual and the 
total organization. Workers might have thoughts about increasing revenue per employee by such means as 
providing a little better customer service, decreasing product defects, closing a few more sales, and cutting 
back on travel expenses. Of course, if the company shared some of the extra revenue per employee, the ratio 
might be more motivational. The profit margin could be motivational for the same reasons.

4 Prominent CEOs and management scholars have often said, “You can’t achieve greatness by cutting costs.”  
What are these people talking about?

The point here is that many companies improve their profits by reducing costs, thereby making the 
company appear more efficient and often increasing the stock price. Yet cost cutting diminishes such vital 
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organizational activities as investing in new products and hiring loads of talented workers. Without new 
products and fresh blood, an organization is unlikely to become great.

5 Managers of some businesses save costs by suggesting that employees bring their own electronic devices (BYOD) 
to work, including smartphones and tablet computers. What do you see as the advantages and disadvantages of 
this approach to cost cutting?

One advantage to BYOD as an approach to cost cutting is that it saves a lot of money on the purchase of 
equipment, such as personal computers, along with the costs of Internet service and maintenance. Another 
advantage is morale building because many workers enjoy using their own electronic devices, and even 
become anxious when a personal device is not at hand. Among the disadvantages are Internet security 
problems, an appearance of being cheap, and relying on a lot of equipment that could readily break down. 
A key security problem is that people are taking devices home that could contain sensitive company 
information.

6 How might the use of “revenue per employee” provide useful information to the owner of a professional sports 
team, such as hockey, football, or baseball?

The teams just mentioned pay huge sums of money to the players, often over $15 million per year. The metric 
of revenue per employee would be helpful in gauging whether the athletes are being paid too much or too 
little. The owner must decide whether to include the many non-athletes who are part of the organization, 
such as marketing specialists, trainers, ticket venders, and custodial staff. Maybe “revenue per athlete” 
would be a more useful metric.

7 Provide an example of how cash flow might be incorporated into a performance standard. 

A straightforward way to incorporate cash flow into a performance standard would be as follows: “The 
division head must attain a positive cash flow by the end of each fiscal year.” A more specific standard might 
be, “The division manager must attain a cash flow of at least 5 percent of sales each fiscal year.”

COMMENTS ON SKILL-BUILDING EXERCISES

Constructive and Destructive Cost Cutting (End of Chapter – Skill-Building Exercise 14-A)

The student researcher will have to do some skillful interviewing and message sending to find examples of 
constructive and destructive cost cutting. Constructive cost cutting might include finding lower-price suppliers 
for commodities, such as laser cartridges and office paper. Some people even regard desktop computers as 
commodities. Choosing lower-price airfares might also be regarded as constructive. Destructive cost cutting 
might include the company eliminating free coffee or soft-drink privileges, eliminating dental benefits, and 
asking employees to carry filled waste baskets to a central dumping bin. In general, cost cutting that does 
not inconvenience or humiliate workers, and does not lower quality, might be regarded as constructive. The 
opposite would be regarded as destructive.
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Financial Ratios (End of Chapter – Skill-Building Exercise 14-B)

Few students will have difficulty computing the financial ratios. The contribution of the exercise is practicing 
the ratios and then making an interpretation.

Gross profit margin =
Sales – Cost of Goods Sold

=
$255,675 – $89,300

=
$166,375

= .65
Sales $255,675 $255,675

Profit margin =
Net Income

=
$66,615

= .261
Sales $255,675

Return on equity =
Net Income

=
$66,615

= 1.33
Owner’s Equity $50,000

From a financial standpoint, Jessica is operating a remarkably successful business. For example, a gross profit 
margin of 65% is outstanding. If Jessica is also having fun, she has found a great niche for herself.

Checking Out the Profit of Your Favorite Companies  
(Internet – Management Now—Skill-Building Exercise)

Checking out the profit margin of a favorite company can be illuminating. Some major companies have small, 
or no, profits because they invest so much in expansion and product or service development. As of 2020, Netflix 
was not showing a profit., and Amazon showed no profit for over 9 years.

ANSWERS TO CASE QUESTIONS

“Let’s Boost Our Revenue per Employee” (Case Problem 14-A)

A key purpose of this case is to stimulate thinking about the metric, revenue per employee, because many 
factors contribute to the metric.

1 Explain which suggestion you think Cecilia should implement.

Stacey, the head of sales and marketing, offers the ideal suggestion of boosting revenue per employee by 
increasing company revenue. Her approach of boosting revenue by improving the commission structure for 
sales representatives might work but is not automatic.

2 What other suggestions might you offer Practical Design for boosting its revenue per employee?

If Practical Design could generate more revenue without adding employees, the revenue per employee 
would increase. The suggestion about improving the commission structure for sales representative is but 
one approach. Maybe a marketing consultant could offer ideas for selling more of the low-priced furniture. 
Maybe Cecilia could encourage all Practical Design employees to contact people in their network to 
encourage them to consider buying from the company.

3 What do you think of Lisa’s suggestion to not worry about revenue per employee?

Perhaps Cecilia should not obsess about revenue per employee, but it appears to be a useful metric to gauge 
the financial health of the company. If revenue per employee falls too low, Practical Design might have to 
downsize or be sold to a competitor. If Practical Design were merged, overhead would most likely decrease.
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Business Owner Jeremy Needs More Cash (Case Problem 14-B)

The plight of Jeremy is shared by countless business owners and members of the gig economy, making this case 
particularly practical. 

1 What is your opinion about whether or not Jeremy has a cash flow problem?

It appears that Jeremy has a major cash flow problem because he often does not have enough cash on hand 
to pay quarterly taxes. A major contributor to the problem is not having a smooth follow of revenue.

2 What would you recommend that Jeremy do from a management standpoint to have enough money to pay his 
taxes?

When Jeremy does receive a reasonable amount of cash from Magenta operations, he needs to set enough 
aside to pay estimated taxes. A less desirable approach would be to take out short-term loans to pay 
estimated taxes. 

3 What budgeting mistakes might Jeremy be making?

Jeremy is making a mistake frequently made by business owners and the self-employed. When he receives a 
chunk of revenue, he acts as if the revenue were all his to spend on business purposes. Instead, he should set 
aside at least 25 percent to pay taxes. Jeremey should recognize that if her were an employee he would not 
receive 100 percent of his salary check. Instead, an appropriate amount of taxes would be deducted. 

EXPERIENTIAL EXERCISE

Personal Revenue and Expense Budget

Each class member prepares a revenue and expense budget for the next month, thus planning his or her 
revenues and expenses for the short range. Figure 14-7 can be used as a model, except that expenses will be 
personal ones such as food, clothing, rent, entertainment, and auto expenses. In addition to preparing the 
budget, class members are requested to reach conclusions about their budgets. One by one, each class member 
can tell classmates what he or she learned from the exercise. For example, “If I don’t take corrective action on 
eating in restaurants, I’ll be forced to borrow money beyond my means to repay.”
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CHAPTER 15

Managing Substandard Performers
Chapter 15 deals with one of the major challenges facing managers—managing substandard performers. The 
chapter begins with a comprehensive look at factors contributing to substandard performance, including 
factors inside and outside the employee. The control process for managing ineffective performance is described 
in the following section. The discussion then shifts to four other major aspects of improving performance: 
coaching and constructive criticism, employee discipline, and dealing with difficult people including cynics. 
The chapter ends with a discussion of termination, a process that may take place when remedial efforts have 
failed.

LEARNING OBJECTIVES

1 Identify factors contributing to poor performance.

2 Describe the control model for managing ineffective performers.

3 Know what is required to coach and constructively criticize employees.

4 Understand how to discipline employees.

5 Develop an approach for dealing with difficult people, including cynics.

6 Explain the recommended approach to terminating employees.

CHAPTER OUTLINE AND LECTURE NOTES
An important aspect of managerial control is dealing constructively with ineffective job performance, or 
performance that does not meet standards for the position. Ineffective performers lower productively directly 
by not accomplishing their work, and also lower the productivity of superiors by consuming their time.

FACTORS CONTRIBUTING TO INEFFECTIVE PERFORMANCE

Many factors contribute to ineffective job performance. The contributing factors can be rooted in the person, 
the job, the manager, or the company. Performance is sometimes classified as ineffective, or substandard, 
because of an arbitrary standard set by management, such as being in the bottom 10 percent of workers. Figure 
15-1 lists a variety of factors contributing to poor performance. The exhibit illustrates the complicated nature 
of substandard performance.

A. The Employee

Numerous factors within the employee contribute to ineffective performance, including the following: 
(a) insufficient problem-solving ability and education; (b) insufficient job knowledge; (c) poor fit between 
vocational interests and the demands of the position; (d) job stress and burnout; (e) low motivation and 
loafing; ( f ) excessive absenteeism and tardiness; (g) emotional problem or personality disorder; (h) alcoholism 
and drug addiction; (i) tobacco addiction or withdrawal symptoms; (j) conducting outside business on the 



Essentials of Management 11e Instructor’s Manual 142 Chapter 15 Managing Substandard Performers

job; (k) family, personal, and financial problems; (l) physical limitations; (m) preoccupying office romance;  
(n) fear of traveling, especially flying; and (o) poor organizational citizenship behavior. Organizational 
citizenship behavior is employee behavior that is discretionary and typically not recognized or rewarded but 
which nevertheless helps the organization.

B. The Job

Many factors within the job contribute to ineffective performance, including the following: (a) ergonomics 
problems and repetitive motion disorder; (b) repetitive, physically demanding job; (c) built-in conflict; (d) 
night-shift work assignments; and (e) substandard industrial hygiene.

C. The Manager

Managerial factors contributing to ineffective job performance include: (a) inadequate communication  
about job responsibilities; (b) inadequate feedback about job performance; (c) inappropriate leadership style; 
(d) negative and untrusting attitude; and (e) abusive supervision.

D. The Organization

Contributing factors to ineffective performance rooted in the company include the following: (a) organiza-
tional culture that tolerates poor performance; (b) poor ethical climate; (c) counterproductive work environ-
ment; (d) negative work group influences; (e) violence or the threat of violence; ( f ) sexual harassment; (g) 
workplace harassment in general; and (h) a compensation/reward structure that encourages deviant behavior.

THE CONTROL MODEL FOR MANAGING INEFFECTIVE PERFORMERS

The approach presented here for managing ineffective performers is a control model. It is also the most logical 
way of changing behavior on the job when you are the person with formal authority. Caution: the model should 
follow company procedures, and it is not designed to treat or cure mental illness.

A. Define Performance Standards

The first step in the control process is to define adequately what is expected of employees. Job descriptions, 
work goals, and so forth can be used as performance standards.

B. Detect Deviation from Acceptable Performance

Various control measures can be used to detect deviation from acceptable performance, including direct 
observation of the employee and quality defects in the employee’s work.

C. Define and Assess the Cause

The primary contributor to the problem could be a factor within the person, the job, the company, or the 
manager. A discussion with the employee may be necessary to reveal the major cause of the problem.

D. Communicate with the Substandard Performer

The manager must communicate to the worker concern about unacceptable performance or behavior. At times 
a discussion will suffice. At other times it is necessary to have a confrontation, dealing with a controversial 
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or emotional topic directly. Managers often avoid confrontation, for reasons such as not wanting to make the 
employee feel uncomfortable. Communicating care and concern can soften the confrontation.

E. Set Improvement Goals

An improvement goal is one that, if attained, will correct unacceptable deviation from a performance standard. 
The improvement goal should have the same characteristics as other effective goals. Jointly set improvement 
goals are worthwhile, providing that the employee is motivated to improve.

F. Select and Implement an Action Plan

Much of the art of remedying ineffective performance is contained in the selection and implementation of 
appropriate action plans.

1 Types of Action Plans. Hundreds of different action plans are feasible. Action plans for improving ineffective 
performance can be classified into those managers can do on their own and those requiring an organiza-
tional program. Figure 15-4 provides a generous sampling of feasible corrective actions and programs for 
ineffective performers. Ingenuity is required to select the right action plan for a given problem.

A widely used action plan is referring an employee to an employee-assistance program. The EAP is 
an organization-sponsored activity to help employees deal with personal and job-related problems that 
interfere with job performance. When supervisors refer employees to the EAP, workplace problems should 
be the focus. It is helpful to minimize making the employee defensive. 

2 Implementation of the Action Plan. Implementation of the action plan includes steps 5, 6, and 7 of Figure 
15-3 (The Control Model for Managing Ineffective Performers). Too often, the manager drops the remedial 
program after a one-time mention.

G. Reevaluate Performance After a Time Interval

If the control process is working, the employee’s performance will move up toward standard. More severe 
problems require shorter intervals between performance reviews.

1 Formal and Informal Reviews. A formal review of performance is similar to a performance evaluation. 
Information reviews are basically checkups to discuss progress toward reaching the improvement goals.

2 Positive Reinforcement and Punishment. Progress toward reaching the goal warrants positive reinforcement, 
while lack of progress (or further performance decline) warrants some form of punishment. Rewards for 
improvement are more motivational than punishments for lack of improvement.

H. Continue or Discontinue the Action Plan

If the performance review indicates that the improvement goals have been met, the action plan is discontinued 
and vice versa. The manager should recognize that positive changes in behavior may not be permanent, 
particularly when the employee faces heavy job pressures.

COACHING AND CONSTRUCTIVE CRITICISM

Most performance improvement takes place as a result of a manager dealing directly with the worker not 
meeting standards. Coaching is a method for helping employees perform better that usually occurs on the 
spot and involves informal discussions and suggestions. Coaching involves giving constructive criticism, a 
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form of criticism designed to help people improve. Two specialists note that, “Good coaching is simply good 
management.” The following suggestions will improve coaching ability.

1. Focus feedback on what is wrong with the work and behavior rather than the employee’s attitudes and 
personality.

2. Give on-the-spot positive feedback as warranted.

3. Be timely with negative feedback.

4. Listen actively and empathize.

5. Ask good questions (the simpler the better).

6. Engage in joint problem solving.

7. Offer constructive advice.

8. Give the poor performer an opportunity to observe and model someone who exhibits acceptable performance.

9. Obtain a commitment to change.

10. When feasible, conduct some coaching sessions outside of the performance evaluation.

11. Applaud good results.

EMPLOYEE DISCIPLINE

The control process also recognizes that if performance does not improve, discipline may have to be invoked. 
Discipline, in a general sense, is punishment used to correct or train. Summary discipline is the immediate 
discharge of an employee because of a serious offense. Corrective discipline gives employees a chance to 
correct their behavior before punishment is applied. Discipline is not only for lower-ranking employees. 
Managers, professionals, and other salaried employees may also need to be disciplined. 

A. Progressive Discipline

Progressive discipline is the step-by-step application of corrective discipline. It proceeds as follows: 
Confrontation, discussion, and counseling → oral warning → written warning → suspension or disciplinary 
layoff → discharge.

B. Rules for Applying Discipline

Certain time-tested rules should be followed when administering discipline for poor performance or rule 
violations. Most of these rules are a variation of the red-hot-stove rule. The situation should contain a warning, 
and the punishment should be immediate, consistent, and impersonal. Eight rules are offered for applying 
discipline that incorporates the red-hot-stove rule:

1. All employees should be notified of what punishments will be applied for what infractions.

2. Discipline should be applied immediately or shortly after the infraction is committed.

3. The punishment should fit the undesirable behavior.

4. Managers should be consistent in applying discipline for each infraction.

5. Disciplinary remedies should be applied impersonally to offenders.

6. Documentation of the performance or behavior that led to punishment is required.

7. When the discipline is over, return to usual work relations.
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C. Positive Consequences of Punishment

If punishment is perceived in certain ways, it can benefit the organization. Employees who believe in a just 
world are likely to accept punishment when they violate rules or perform poorly. When employees observe 
that another employee has been punished justly, they will often rally on the side of management. Another 
contribution of punishment is that it informs employees that certain types of conduct will not be tolerated, as 
documented in an interview study with 77 managers.

DEALING WITH DIFFICULT PEOPLE, INCLUDING CYNICS

A difficult person is an individual whose personal characteristics disturb other people. Difficult people are a 
drain on productivity and personal well-being.

A. Six Types of Difficult People

A common feature of the many types of difficult people is that they focus on their own needs and agenda, such 
as wanting to control and manipulate others. Workplace bullies are people who try to control their victims 
through fear and intimidation. Disgruntled workers are angry and often see themselves as victims. The passive-
aggressive worker expresses anger and hostility by such means as neglecting to take care or an emergency. 
Uncivil workers are growing rapidly as standards for civility in society continue to lower. A survey one quarter 
of 1,100 workers said they quit a job because of an uncivil work environment..

Change resisters tend to live in the past and have difficulty learning new procedures and adjusting to new 
initiatives. Destructive heroes or heroines are high-performing people whose contributions to the organization 
make it difficult to fire them, despite their being an egoist, prima donna, or a poor team player.

B. Tactics for Dealing with Difficult People

A combination of tactics is usually necessary to reverse difficult behavior. The more ingrained difficult   
behavior, the more resistant it is to change. Tactics for dealing with a variety of difficult people include the 
following: (1) give feedback and stay focused on the issues at hand; (2) use tact and diplomacy; (3) use non- 
hostile humor; (4) give recognition and attention; (5) listen and then confront or respond; (6) stand fast and 
do not make unwarranted concessions; (7) boost the difficult worker’s self-confidence; (8) if the difficult  
person is your boss, defend yourself without a defensive tone; and (9) do not feel shamed or inadequate by a 
bully’s intimidating behavior toward you.

C. Dealing with Cynical Behavior

Many employees have extremely negative attitudes toward their employers, and these negative attitudes often 
take the form of cynicism. Workplace cynicism is a negative attitude toward one employer, comprising three 
dimensions: (1) a belief that the organization lacks integrity; (2) a negative affect toward the organization; and 
(3) tendencies toward disparaging and critical behaviors.

Cynicism can lower morale and be distracting enough to hurt productivity. Ignoring cynical comments can 
sometimes stop cynicism. Also, demand evidence to support harsh comments.
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TERMINATION

When corrective action fails, an employee is likely to be terminated. Termination is the process of firing an 
employee because of poor job performance, unacceptable behavior, or interpersonal problems. Employees 
must be fired for good cause, a legally justifiable or good business reason. Documentation of poor performance 
is a necessary part of termination, thus helping to avoid wrongful discharge, the firing of an employee 
for arbitrary or unfair reasons. To minimize major errors in firing an employee (a) document carefully the 
substandard performance that led to termination, (b) never fire an employee when angry, (c) never fire anyone 
based on second-party information, (d) be direct and clear in your language, (e) avoid surprises, and ( f ) do not 
shift the blame for the firing. With respect to “e,” poor performance reviews can take the surprise element out 
of being terminated.

COMMENTS ON END-OF-CHAPTER QUESTIONS
1 What is a potential fallacy behind the idea that workers in the bottom 10 percent or five percent of the workforce 

are substandard performers?

Declaring a certain percentage of performers as ineffective is a relative ranking, not an absolute system. 
On an absolute basis, only those people who could not meet performance standards would be declared 
ineffective. On a relative basis, the people at the bottom might be only slightly less effective than the people 
at the top. The people ranked at the bottom might be performing their job well but have to be declared 
ineffective. Some of these workers classified as being ineffective might be dismissed even though they are 
contributing to the company.

2 What is the link between managing ineffective performers and organizational productivity?

A major productivity drain is employees who are performing below standard. An intervention that brings 
performance up to standard therefore increases productivity. It is likely that ineffective performers will not 
become star performers, but at least some noticeable productivity improvement will have taken place.

3 Think of any ineffective performed you have observed on the job. What appeared to be the reason for his or her 
ineffective performance?

All input is welcome here, and co-workers often have a good idea why another worker was deemed ineffective. 
The majority of the time the reason for ineffective performance appears to relate to low motivation or 
irresponsible behavior. Examples include excessive absenteeism or tardiness, or spending much of the day 
talking or texting by smartphone.

4 When executives meet with outside financial analysts to evaluate the company’s prospects, should the executives 
provide an estimate of the percentage of ineffective performers? Why or why not?

It would be helpful for outside analysts to know the percentage of ineffective performers, because they 
would have another metric for judging the company’s prospects. Yet, executives would never be that candid 
with analysts. Estimating the number of ineffective performers on the payroll would be shocking to analysts. 
Besides, most executives like to maintain the exaggerated contention that “We have only great employees 
on our payroll.”
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5 During a period when there is a shortage of employees to fill a wide variety of positions, to what extent should 
managers lower their standards for what they consider to be acceptable job performance?

It is good to think of every organization aspiring to be world class and filled with highly productive employees. 
Yet for some positions, performance a little below standard might be tolerated during a labor shortage. 
Suppose a customer-care agent takes on average 20 percent more time to deal with a customer inquiry than 
do other agents. He or she is still better than not having enough customer-care agents. 

6 Who should decide whether a specific employee is an “office jerk”?

To be labeled an “office jerk” is a heavy verdict that could substantially damage a person’s prospects for 
staying with the firm and advancing his or her career. We therefore think that collaborative judgement is 
called for with input from the immediate manager, the next level manager, and perhaps a couple of co-
workers.

7 What is your opinion of the merits of using an outside consultant to terminate substandard performers?

An advantage of using an outside consultant to terminate a substandard performer is that the manager 
does not have to engage in the uncomfortable confrontation with the substandard performer being 
terminated. It is conceivable that using an outside consultant will make the process appear more objective. 
The disadvantages of using an outside consultant are considerable. Both the manager and the company may 
appear heartless and cowardly. Using outside consultants to terminate an employee may also tarnish the 
company’s reputation because the process is so heartless. A successful film, Up In the Air, dealt with using an 
outside consultant to terminate workers who were being let go as part of downsizing.

COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

The Self-Sabotage Questionnaire (In Chapter – Figure 15-2)

Thinking about self-defeating behavior can help students and workers realize that their own attitudes and 
behavior could prevent them from attaining standard performance. Many people become ineffective performers 
because they are their “own worst enemy.”

Managing Ineffective Performance Role Play (End of Chapter — Skill-Building Exercise 15-A)

This type of role-play is inherently valuable because it concerns confronting and discussing problems. Observe 
whether the team members deal constructively with the errant team member, or do they simply gang up on 
him or her to deliver sanctions.

How Does a Person Qualify as a Workplace Jerk? (End of Chapter — Skill-Building Exercise 15-B)

We suspect this exercise is inherently interesting because many people have given thought to jerks in their 
work and personal life. After students have collected their information, they are likely to see themes of people 
being classified as jerks because they are unreasonable and bothersome. 
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Finding a C-Level Manager Worthy of Being Terminated  
(Internet — Management Now—Skill-Building Exercise)

Students will have to use a variety of search phrases to obtain the information they need to answer this question. 
Quite often the reason an executive should be fired would fit into the categories of major financial losses by the 
firm, unethical behavior by the executive including sexual harassment, and stealing from the company.

ANSWERS TO CASE QUESTIONS

Melissa, the Destructive Heroine (Case Problem 15-A)

This case illustrates the dilemma that a destructive heroine can create for top-level management: her 
contribution to the organization is considerable, yet her behavior toward work associates who are not her 
clients is unacceptable.

1 How about Jenkins sending Melissa to an employee assistance program, so the counselors could work on her 
personality problems?

Counseling within an employee assistance program is an idea of merit, but the diva attitude of Melissa 
suggests that she would not want to associate with an activity associated with most employees. Melissa 
might respond better to the prospects of being coached and counseled by an executive coach.

2 Would you advise Jenkins to tell Melissa to “shape up or ship out”? Why or why not?

Telling Melissa to basically “shape up or ship out” might seem too hostile. Following the control model, 
Jenkins might work with Melissa to set improvement goals for more cordial behavior toward co-workers. 
Although Jenkins has asked Melissa to be more courteous in the office, he may not have established a 
systematic plan of improvement.

3 What would you advise Jenkins to better manage the job behavior of his destructive heroine?

The answer to Question 2 is could be part of the advice. In addition, Jenkins might provide Melissa feedback 
when he learns of her being unruly with work associates. Because Melissa is most likely a proud person, 
Jenkins might also provide her feedback about when she has been civil and polite toward others in the office. 
Such positive feedback might encourage her to keep up the civility.

Blunt Manager Elijah (Case Problem 15-B)

This case illustrates one of the dilemmas a manager faces when attempting to improve substandard perfor-
mance. Coaching and constructive criticism are important but how direct and forceful should the manager be?

1 What is your evaluation of the usefulness of Elijah’s criticism of Christina?

Elijah’s criticism appears to be too harsh to be constructive and motivational. A particularly harsh comment 
is “Wake up, Christina.” Being told to wake up is perceived as a heavy insult by most people. Equally harsh is 
the comment, “Do something good or be gone.”

2 How should Christina respond to the criticism she is receiving from Elijah?

No sense for Christina to develop an antagonistic relationship with her boss. She might point out firmly that 
she is listening, and will try to implement his suggestions. To show that she is serious, Christina might also 
point out that she is welcome to any further suggestions. 
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3 To what extent do you think that Elijah is effective in helping Christina bring her performance up to standard?

The harsh approach Elijah takes is probably not going to help Christina improve her performance. He is 
basically hammering at the theme of “Do your best” when Christina is doing all she can think of. If Elijah or 
someone else in the bank could furnish Christina with a warm lead for closing a mortgage, she might close 
the mortgage and start building a success cycle. 

EXPERIENTIAL EXERCISE

Employee Referral Role Play

One student plays the role of a first-level manager who has scheduled a meeting with an employee who has 
appeared sullen and uncommunicative lately. Another student plays the role of the employee who was called to 
the office. During the meeting, the employee makes angry statements about the company and how suspicious 
he has become of his co-workers. He also adds with a smile on his face, “Maybe I’ll come in here someday and 
blow everybody away.” The manager decides to tell the employee that he will be referred to the company medical 
department. Other students will judge the manager’s effectiveness in dealing with the employee’s anger, and in 
getting him to visit the medical department.
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CHAPTER 16

Enhancing Personal Productivity  
and Managing Stress
The final chapter in the text presents information about managing one’s efforts toward a more productive 
and healthier career. The first part of the chapter is an explanation of how to improve personal productivity, 
including overcoming the widespread problem of procrastination. The second part of the chapter describes the 
nature of stress and burnout, and time-tested techniques for managing these potential drains on productivity 
and life satisfaction.

LEARNING OBJECTIVES

1 Identify techniques for improving work habits and time management.

2 Explain why people procrastinate and identify techniques for reducing procrastination.

3 Understand the nature of stress and burnout, including their consequences.

4 Explain how stress can be managed effectively.

CHAPTER OUTLINE AND LECTURE NOTES

IMPROVING YOUR WORK HABITS AND TIME MANAGEMENT

Productivity is how effectively you use your own resources to achieve your goals. The demand for high 
productivity among managerial workers has never been higher. Managers as well as other workers pressure 
themselves to produce more for every hour of work. Individual productivity helps the economy’s long-term 
growth. Helping others on the job is less likely to decrease performance when a person managers time well. 
High job productivity allows the person to devote more worry-free time to personal life, leading to a more 
balanced life.

A. Develop a Mission, Goals, and a Strong Work Ethic

Having a purpose and certain values can propel you toward being productive. A strong work ethic is a firm 
belief in the dignity and value of work.

B. Practice Self-Discipline

Part of having a strong work ethic is to practice self-discipline, the ability to work systematically and pro-
gressively toward a goal until it is achieved. Without a reasonable degree of self-discipline, most time-
management techniques will have negligible impact on personal productivity. Self-discipline helps being 
derailed by distractions. 
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C. Clean up Your Work Area and Sort out Your Tasks

A messy work area can lead to wasting time looking for things and neglecting important papers. Cleaning 
up your work area includes your briefcase, file of phone numbers, hard drive, and e-mail files. Recognize that 
the issue of avoiding clutter is controversial. One problem is that clutter might simply reflect differences in 
cognitive style. Another problem is that it is easy to neglect files that are out of sight.

D. Prepare a To-Do List and Assign Priorities

Write down tasks you need to do and assign priorities to them. Daily planners work well for many people. 
Although many managers and professionals keep to-do lists on their computers or smartphones, there are still 
many executives who appreciate the value of to-do-lists placed on index cards. Taking care of a small, easy-to-
do task first tends to be relaxing because it gives you the emotional lift of having accomplished at least one 
item on your list. 

An effective modification of the to-do list is the time box—a period of time to work on a task when you declare 
it completed. A variation of the to-do list with enormous consequences for productivity and safety is the 
checklist. Checklists are effective because they inform workers about the best course of action, showed them 
the ironclad way to do something.

E. Streamline Your Work

Work streamlining is eliminating as much low-value work as possible and concentrating on activities that 
add value for customers. A method of streamlining meetings is to minimize talking about topics not on the 
agenda but watch out for shutting down spontaneous ideas not on the agenda.

F. Work at a Steady, Rapid Pace

The steady worker tends to be more productive in the long run, and speed is also important. However, major 
decisions should not be made rapidly.

G. Minimize Time Wasters and Interruptions

Each minute diverted from unproductive activity can be invested in productive work and can save a person 
from working extra-long hours. Internet surfing and frequent shifting from one computer task to another 
are frequent time wasters. Watch out for interruptions, because you can lose momentum and have to launch 
yourself again. But is a request from a customer or the boss really an interruption? A contingency perspective 
on interruptions is that most of them are harmful to work, but some are helpful. Lost productivity is a major 
problem as workers surf the Internet for non-work purposes. A CareerBuilder survey found that 39 percent of 
respondents perceived the Internet to disrupt concentration. 

H. Minimize Distractions Including Nonproductive Multitasking

A frequent distraction is using several electronic devices at once because it often interferes with a person’s 
ability to concentrate carefully on the major problem at hand. Diminished concentration often leads to 
poorer-quality work. Multitasking is also rude and often leads to automobile accidents. Research indicates 
that the average worker dealing with information loses 2.1 hours each workday to electronic interruptions and 
distractions. Multitasking costs the U.S. economy $650 billion annually, and about $28 billion in work time.
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A suggested method for overcoming distraction is to note when you switch away from a task before your 
intended stopping point. Also jot down the cause, Aware of these cues, you will probably find ways of overcoming 
submitting to a distraction. 

I. Concentrate on One Task at a Time

Productive managers develop their capacity to concentrate on the problem facing them at the moment, 
although they are engulfed with other obligations. Intense concentration leads to sharpened judgment and 
analysis and also decreases the chances for making major errors. Multitasking is best reserved for routine 
tasks such as discarding unwanted e-mail messages and cleaning your desk at the same time. A major problem 
with multitasking it that it can lead to accidents and death both on and off the job, especially while driving. 
Multitasking for routine tasks can lead to productivity gains.

Note the important difference between multitasking by doing two or more tasks at the same time, versus 
working on multiple tasks in sequence. 

J. Concentrate on High-Output Tasks

To boost productivity, concentrate on tasks in which superior performance could have a large payoff. Expending 
your work effort on high-output tasks is analogous to looking for a good return on investment for your money. 

K. Do Creative and Routine Tasks at Different Times

For many people it is best to work first on creative tasks because they require more mental energy. It is best 
not to mix creative and routine tasks together. The principle is to tackle creative tasks when you are typically 
at your best. Creative work requires high energy.

L. Stay in Control of Paperwork, E-mail, and Voice Mail

No organization today can accomplish its mission unless paperwork, including the electronic variety, receives 
appropriate attention. Not taking care of these items leads to being out of control. Staying in control of voice 
mail messages is also important to stay productive.

M. Make Effective Use of Digital Technology Including Productivity Tools

Boosting your productivity with digital technology requires investing time saved into other productive pursuits. 
A Pew Research Center survey indicates that 46 percent of workers who use online and digital tools say they 
feel more productive. Making good use of digital technology also implies that avoiding tools most likely to 
drain productivity, such as beeps and alerts that pop onto your computer screen. Yet if the job requires paying 
immediate attention to such messages, the alerts enhance productivity.

Making good use of digital technology also implies avoiding those tools most likely to drain productivity such 
as notifications about messages not essential to the task at hand.

Productivity tools refer more specifically to information technology devices, including apps aimed directly at 
enhancing productivity. Used selectively, and with self-discipline many of these tools can enhance productivity. 
If these tools are used as an end in themselves, they consume more time than they are worth Another problem 
is that electronic communication systems like texting encourage diverting attention away from the task at 
hand.
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N. Practice the Mental State of Peak Performance

Peak performance is a mental state in which maximum results are achieved with minimum effort. Peak 
performers remain mentally calm and physically at ease when challenged by difficult problems. To achieve 
peak performance, you must continually work toward being mentally calm and physically at ease. 

O. Take Naps or Meditate

A period of sleep lasting about 15 to 30 minutes will often recharge the individual. Well-paced naps actually 
enhance rather than diminish productivity, and naps are also an excellent stress reducer. A University of 
Michigan experiment found that napping can be a cost-effective and easy technique to increase workplace 
productivity, especially safety.

Closely related to the productivity-boosting value of napping is meditation. Workers who meditate before 
and after work, find that they can think more clearly about job challenges. Yoga is essentially another form of 
meditation.

P. Increase Your Supply of Mental Energy

Closely related to taking naps is the broader strategy of increasing your energy supply to boost you toward 
higher levels of productivity. A study of business leaders found that only 18 percent reported working at their 
most productive energy level. Among the recommended techniques for increasing energy are getting sufficient 
sleep, napping, physical exercise, meditation, proper diet, and mindfulness. Standing up and walking around 
for one to two minutes every 25 to 30 minutes during the work day can increase energy.

Q. Work Smarter, Not Harder

A comprehensive time-management principle is to plan your activities carefully and discharge them in an 
imaginative way rather than simply working furiously. A work-smarter approach requires that you spend a few 
minutes carefully planning how to implement your task. A good example is using collaboration software to find 
out if somebody else in the company is working on the same project.

R. Build Flexibility into Your System

Build a few hours into your schedule for taking care of emergencies and rest and relaxation. Otherwise it is 
difficult to handle unanticipated problems. At times it may be necessary to revamp your to-do list.

UNDERSTANDING AND REDUCING PROCRASTINATION

The number one time-waster for most people is procrastination, the delaying of action for no good reason. 
The procrastinator usually recognizes that there will be future negative consequences because of the delayed 
action. When we procrastinate, there is a gap between intention and action. Reducing procrastination enhances 
productivity.

A. Why People Procrastinate

Procrastination stems from such factors as the following: Wanting immediate gratification instead of longer-
range gain; fear of failure or other negative consequence; a desire to avoid uncomfortable tasks; not seeing a 
meaningful reward ahead; dislike of being controlled; perceiving the task as useless; enjoying the excitement 
from rushing to meet a deadline, and; having a negative emotional state such as being self-defeating.



Essentials of Management 11e Instructor’s Manual 154 Chapter 16 Enhancing Personal Productivity and Managing Stress

B. Approaches to Reducing and Controlling Procrastination

Procrastination is a difficult habit to change. However, try the following:

1. Break the task down into smaller units.

2. Make a commitment to others.

3. Reward yourself for achieving milestones.

4. Calculate the cost of procrastination.

5. Post encouraging notes in your work and living area.

6. Counterattack ( force yourself to do something uncomfortable or frightening).

7. Post a progress chart in your work area.

8. Get perfectionism under control.

THE NATURE OF STRESS AND BURNOUT

Job stress and burnout can be major impediments to a successful career. The emphasis here is on prevention and 
control. According to a consistent estimate, worker stress costs $300 billion annually due to lost productivity, 
increased workers’ compensation claims, and healthcare costs. Work-related problems such as hypertension 
and cardiovascular disease that are often intensified by job stress lead to about 120,000 deaths in the United 
States each year. Stress is the mental and physical condition that results from a perceived threat that cannot 
be dealt with readily.

A. Symptoms of Stress

The symptoms indicate that the person is trying to cope with the stressor. Physiological stress symptoms 
included increased heart rate, blood pressure, breathing rate, pupil size and perspiration. Persistent symptoms 
can lead to a stress-related disorder, such as a heart attack. Emotional symptoms of stress include anxiety, 
tension, depression, discouragement, boredom, prolonged fatigue, hopelessness, and defensive thinking. 
Behavioral symptoms include nervous habits, and sudden decreases in job performance due to forgetfulness 
and errors in concentration or judgment. Increased alcohol consumption is another major behavioral symptom.

B. Job Performance Consequences of Stress

Stress has both negative and positive job consequences. Hindrance stressors are those stress events and 
thoughts that have a negative effect on motivation and performance. Challenge stressors have a positive 
direct effect on motivation and performance. A study showed that hindrance stressors will often decrease 
organizational citizenship behavior and increase counterproductive behaviors. Challenge stressors have been 
reframed as finding your stress sweet spot. People require the right amount of stress to keep them mentally and 
physically alert. 

A person’s perception of something (or somebody) usually determines whether it acts as a challenge or 
hindrance stressor.

Job burnout is a pattern of emotional, physical, and mental exhaustion resulting from chronic (long-term) 
stressors. Cynicism, apathy and indifference are the major behavioral symptoms of the burned-out worker. 
Hopelessness is another key symptom of burnout. Supervisors are particularly at risk. Two studies conducted 
in a variety of organizations showed that burnout in the form of emotional exhaustion leads to lowered job 
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performance. Absence of ample positive feedback and other rewards is strongly associated with job burnout. 
Workers who perceive their leader to be charismatic are less likely to experience burnout.

C. Factors Contributing to Stress and Burnout

Individual as well as organizational factors contribute to stress and burnout. Personal life stress and work 
stress also influence each other. Also, stress is additive.

1 Factors Within the Individual. Type A people (hostile, impatient) are prone to high levels of job stress. Another 
key factor is locus of control, the way in which people look at causation in their lives. People who believe that 
they have more control over their actions than they do over external events, are less stress prone. People with 
high expectations, and those who need constant excitement, are potential burnout victims. Personal problems 
and worries also lead to stress. A personal worry that creates stress for many people both inside and outside 
the workplace is nomophobia—a form of anxiety stemming from having no access to a smartphone or phone 
battery being dangerously low.

2 Adverse Organizational Conditions. Many organizational conditions contribute to job stress.

 ■ Work and information overload. Work overload is a major contributor to job stress. In the form of 
working longer hours, overload often leads to stroke as revealed by a study of 528, 908 men and women. 
(Contributing factors were physical inactivity, high alcohol consumption, and repetitive stress.) 
Information overload can lead to the attention deficit trait. The brain becomes overloaded leading to 
symptoms of distractibility, inner frenzy, and impatience.

 ■ Extreme conflict. Extreme conflict, including office politics with co-workers or with managers is also a 
stressor. Related to conflict, other stressors include short lead times, and job insecurity.

 ■ Role ambiguity. Interactions with customers can be a major stressor. Role ambiguity is a condition in 
which the job holder receives confusing, or poorly defined, expectations.

 ■ Limited control over work. According to the job demand–job control model, workers experience the 
most stress when the demands of the job are high, yet they have little control over the activity.

 ■ Adverse customer interactions. Interactions with difficult customers can be a major stressor. In a conflict 
with customers, the sales associate is told, “the customer is always right.”

 ■ Emotional labor A related stressor is having to control the expression of emotion to please, or avoid 
displeasing, a customer. Emotional labor is the process of regulating both feelings and expressions 
to meet organizational goals. Faking feelings often leads to the emotional exhaustion component of 
burnout. Sales workers and customer-service representatives experience considerable emotional labor 
because so often they have to fake facial expressions and feelings to please customers.

When workers experience emotional labor, co-workers might feel the impact. A study in China showed 
that surface acting led to more problems than deep acting. The former led to led to ego depletion which 
resulted in harmful behavior toward co-workers. 

 ■ Work–family conflict. Work–family conflict is a major stressor that represents a combination of 
individual and organizational factors contributing to stress. It occurs when the individual has to perform 
multiple roles: worker, spouse, and parent. Also, information technology has blurred the boundaries 
between work and family. People bring work into the home and the home into work, as with e-mail and 
smartphones. Work-family conflict can work in both directions. Work demands can create conflict at 
home, and family and personal life demands conflicting with job responsibilities. 
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STRESS MANAGEMENT TECHNIQUES

Everybody experiences stress, so how you manage stress can be the key to your well-being. Companies often 
provide services, such as wellness programs, that provide an opportunity to practice stress-management 
techniques. At the wellness program run by the Cleveland Clinic, stress support for clients is the number one 
request. The emphasis here, however, is on what individuals can do to manage stress and burnout.

A. Methods for Control and Reduction of Stress

Both actions and mental evaluations can help people take charge in stressful situations.

1. Embrace the stress.

2. Get social support.

3. Improve your work habits.

4. Develop positive self-talk.

5. Hug the right people. (How about a classroom demonstration if coronavirus concerns permit?)

6. Demand less than perfection from yourself.

7. Strive to not neglect aspects of life outside of work.

B. Symptom Management

Dozens of symptom management techniques have been developed, with a sampling presented next.

1 Make frequent use of relaxation techniques including meditation. The relaxation response is a general-purpose 
method of learning to relax by yourself.

2 Practice mindfulness. Mindfulness refers to concentrating on the present moment without making judgments 
about what is happening. Mindful-Based Stress Reduction (MBSR) is used in thousands of training programs. 
A typical approach is to mentally focus on the process of breathing or on the movement of the feet while 
walking slowly without looking down.

3 Get appropriate physical exercise. Physical exercise helps dissipate some of the tension created by job stress, 
and also helps ward off future stress-related disorders. Business travelers need exercise to ward off muscle 
cramps and blood clots associated with long airplane trips.

4 Try to cure the hurry sickness. Enjoy the present for its own sake.

C. Removal of the Stressor

Included here are actions and reappraisals of the situations that provide the stressed individual some escape 
from the stressor. Eliminating the stressor (such as leaving a stressful job) is the most effective escape technique. 
Mentally blocking out a stressful thought is another escape technique.

A strategic method of escaping stress is to identify your work skills, and then find work to match those skills. 
You can also learn why some tasks or roles are more stressful than others. To manage stress, it is recommended 
that you try a few techniques that you think would best fit your situation and personality.
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COMMENTS ON END-OF-CHAPTER QUESTIONS
1 To what extent are privacy pods an effective solution to the problem that many workers have with working in an 

open-office plan?

Privacy pods appear to be a partial solution to the problem of concerns about privacy. It often takes 
considerable effort to find a privacy pod available, and it might be awkward to have to search for one when 
the sudden need arrives for privacy at the office. We emphasize that some workers enjoy the open-office plan 
and have very little concern about privacy. 

2 What is your mission in life? If you do not have a mission, how might you develop one?

Describing one’s mission generally takes an hour or two of heavy thinking. One approach to developing a 
mission is to start by writing down your five biggest dreams in life. The wishful thinking will help point the 
person toward his or her major purpose, which is the heart of a mission. An effective mission should be 
explained in about 25 words. Lengthy mission statements do not work well as a daily guide.

3 Have you noticed the frequency of errors in dealing with business firms, such as billing errors, names spelled 
incorrectly, and customer problems that were supposed to be fixed, but proved to be unfixed? What work habit 
explanation can you offer for all these errors?

A major work-habit contributor to the type of errors just described is the worker not concentrating on the 
task at hand. Concentrating on one task at a time is a difficult skill for many workers, including those who 
daydream, and those who multitask. Not managing interruptions well is another work-habit contributor to 
errors. Procrastination may also play a role because some workers are slow to get around to fixing problems 
because they procrastinate.

4 With so many tasks and work processes being automated today, why bother studying about improving personal 
productivity?

Computers certainly facilitate accomplishing many activities. However, a person still needs to understand 
how to be more productive (such as establishing priorities), which tasks to tackle, and how to overcome 
tendencies toward procrastination—among many other considerations. A specific example is that a 
worker must learn to concentrate even if a computer enables him to prepare PowerPoint slides. Without 
concentration, the slides will not be effective no matter how good the technology.

5 Assume it really is possible to be highly productive even if your work area is cluttered and littered. Why might 
having an uncluttered, tidy work area still help you in your career?

Having an uncluttered, tidy work area contributes to creating a positive impression. A clean work area 
contributes to an impression of being in control and being productive. At the same time cleanliness and 
being in control sometimes create the impression of being powerful rather than weak. All the attributes just 
mentioned are helpful in being considered eligible for promotion.

6 Why might mindfulness be useful in both reducing stress and enhancing personal productivity?

Mindfulness is a form of concentration; being able to concentrate carefully is the mechanism that underlies 
many techniques of stress reduction including the relaxation response and meditation. At the same time, 
being able to concentrate is the major approach to enhancing productivity.
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7 Why are good work habits and time management so effective in reducing job stress?

Good work habits and time management are so effective in reducing stress because so many stressors 
involve being out of control or frustrated. For most people, considerable stress stems from factors such as 
being behind schedule, not being able to find an important document, getting ticketed because a vehicle 
inspection sticker has expired, and having to pay late penalties on bills and taxes. Furthermore, an unsightly 
work or study area is a stressor for many people.

COMMENTS ON SELF-ASSESSMENT AND SKILL-BUILDING EXERCISES

Procrastination Tendencies (In Chapter – Figure 16-2)

Given the pervasive nature of procrastination, reviewing symptoms can be helpful in developing better 
awareness of what constitutes procrastination. The self-quiz on procrastination leads indirectly to skill 
development. After a student becomes aware of symptoms, it is then possible to develop the skills and habits 
necessary to overcome the problem. The same logic lies behind classifying other self-quizzes in this text as 
“skill-building exercises.”

The Stress Questionnaire (In Chapter – Figure 16-4)

In addition to students recording their scores on the stress questionnaire, it may prove worthwhile to discuss 
several of the items as stress symptoms. The symptoms listed include behavioral, emotional, and physiological 
symptoms. Question 6 is a good example. The fact that the student finds so many people irritating could be that 
unrelenting stress has lowered the person’s frustration tolerance.

Getting Uncluttered (End of Chapter – Skill-Building Exercise 16-A)

Getting uncluttered undoubtedly contributes to productivity. Sometimes the turnaround is immediate because 
a person is less likely to misplace important items among the clutter. Yet the real payoff from leading a less 
cluttered work and personal life is likely to take a minimum of five months.

Good and Bad Ways to Reduce Stress (End of Chapter – Skill-Building Exercise 16-B)

A key contribution of this exercise is that it gets students thinking about the difference between effective 
ways of managing stress, and much less-effective methods. Ineffective methods of reducing stress frequently 
mentioned by students are going to a bar to drink a few beers or smoking a couple of cigarettes. Several students 
have mentioned that they race down the highway on a motorcycle when stressed. Such a technique has the 
potential for self-destruction and the destruction of others.

Effectiveness of a Personal Productivity Tool (Internet – Management Now—Skill-Building Exercise)

Dozens of personal productivity tools have been developed in recent years, and it is worth investigating if there 
is any evidence that any of them actually enhance productivity. For example, one of the productivity tools 
claims that it can help you collaborate with dozens of people at the same time. Yet, does this mean that you 
are engaging others in useful work? Or does it mean that you are simply sending distracting notes to dozens of 
people? If doing this assignment prompts the student to identify a productivity tool that will really boost his or 
her productivity, the assignment will be highly worthwhile.
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ANSWERS TO CASE QUESTIONS

Lance Wants to Boost His Energy (Case Problem 16-A)

This case deals with a key problem faced by many hard-working people with family responsibility—how to have 
enough energy to perform well in different spheres of life.

1 What is your evaluation of Lance’s approach to boosting his energy?

Lance is taking a plausible and logical approach to boosting energy, but he appears to be making mistakes 
with so much reliance on caffeinated beverages. He is also overlooking a couple of techniques that would be 
more effective energy enhancers.

2 What do you recommend Lance do about boosting his energy?

Lance is missing out on a couple of approaches to energy enhancement that could possibly be more 
beneficial. He should get approximately one more hour of sleep per night, and engage in physical exercise 
more regularly. He should also search for a way to squeeze in an occasional nap, and also considering taking 
a five-minute walk once or twice during the workday. Cutting back on caffeine would also help, because after 
a short burst of energy, caffeine tends to be energy depleting.

3 To what extent do you think Lance should find a new job or career?

The evidence in the case suggests that Lance has a good career fit with his goals (especially having a dream 
job). His search for more energy makes more sense than searching for a career that would require less energy 
to perform successfully.

Harper, the Busy Office Manager (Case Problem 16-B)

This case illustrates how overwhelmed some people are when they have a busy professional life combined with 
a busy family life.

1 What time-management mistakes does Harper appear to be making?

Harper is making some basic mistakes. She does not carefully establish and follow a to-do list, and she does 
not carefully organize her work as reflected in not being able to find a key computer file. She also does not 
keep careful track of dates.

2 What does Harper appear to be doing right from the standpoint of managing time?

At least she does make entries in her calendar. She also is aware that she is falling behind schedule which 
could lead to some positive change.

3 What suggestions can you offer Harper to help her get her schedule more under control?

Harper must first recognize that her present life is spastic. She makes entries in her calendar, but she does not 
use careful enough descriptions to know what her entries mean. Harper should get back to basics and start 
with a to-do list and establish priorities. Her to-do list should include items from both work and personal 
life. She must also focus carefully on the dates of when certain tasks need to be completed.
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EXPERIENTIAL EXERCISE

Helping a Procrastinating Trade-Show Assistant

To conduct this role-play, visualize Sean, a procrastinating customer-service supervisor. One student plays the 
role of Peg who wants to help Sean overcome his procrastination on the job. Another student plays the role 
of Sean, a trade-show assistant, who is somewhat discouraged about having procrastinated on a key report. 
Peg may want to make some use of the control model for managing ineffective performers, or progressive 
discipline. She really wants to help Sean, but also has a sales and marketing department to run. Maybe Peg can 
attempt to find out the reason behind Sean’s procrastination in order to recommend a solution.


