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PREFACE 

In light of the dramatic and far-reaching events of the early 
twenty-first century, the central theme being discussed in the ficld of 
management is the frequency of turbulent change and its impact on 
organizations. The world in which most students will work as managers 
is undergoing a tremendous upheaval. The emergence of crisis 
management, ethical turmoil, e-business, rapidly changing 
technologies, globalization, outsourcing, global virtual teams, 
knowledge management, and other changes place demands on 
managers that go beyond the techniques and ideas traditionally taught 
in management courses. Managing in today’s turbulent times requires 
the full breadth of management skills and the new competencies needed 

in turbulent environment characterized by economic turmoil, political 

confusion, and general uncertainty for the future. 

The traditional world of work assumed the purpose of 

management was to control and limit people, enforce rules and 
regulations seek stability and efficiency, design a top-down hierarchy to 

direct people, and achieve bottom-line results. To unlock creative 
solutions and achieve high performance, however, managers need 
different skills to engage workers’ hearts and minds as well as take 

advantage of their physical labor. The new workplace asks that 
managers focus on leading change, on harnessing people’s creativity 
and enthusiasm, on finding shared visions and values, and on sharing 
information and power. Teamwork, collaboration, participation, and 

learning are guiding principles that help managers and employees 
maneuver the difficult terrain of today’s turbulent business 
environment. Managers focus on developing, not controlling, people 
adapt to new technologies and extraordinary environmental shifts, and 
thus achieve high performance and total corporate effectiveness. 

CHAPTER 1: INTRODUCTION TO MANAGEMENT AND ITS 
FUNCTIONS 

Managers in all organizations are continually dealing with 
uncertainty and unexpected events, whether they are something as 

small as the loss of a key employee or something as large and dramatic 
as a plant explosion. Morcover, the frequency and intensity of crises 
have increased over the past couple of decades, with a sharp increase in 
the rate of intentional acts such as product tampering, workplace 
violence, or terrorism. 

The nature of management is to cope with diverse and far- 
reaching challenges. Managers have to keep pace with advancing 
technology, find ways to incorporate the Internet and e-business into 
their strategies and business models, and remain competitive in the face 
of increasingly tough global competition, uncertain environments, 
cutbacks in personnel and resources, and massive worldwide economic, 
political, and social shifts. The growing diversity of the workforce 
creates other dynamics: How can managers maintain a strong corporate 
culture while supporting diversity, balancing work and family concerns, 
and coping with conflicting demands of all employees wanting a fair 
shot at power and responsibility? New ways of working, such as virtual 

teams and telecommuting, put additional demands on today’s 
managers. 

Management is the effective and efficient attainment of organizational 
goals through planning, organizing, leading, and _ controlling 
organizational resources. 

Two important ideas are in this definition: (1) the four 
functions of planning, organizing, leading, and controlling and (2) the 

attainment of organizational goals in an effective and efficient manner. 
Managers use a multitude of skills to perform these functions. 
Management’s conceptual, human, and technical skills are discussed 
later in the chapter. 

The formal definition of an organization is the following: 
Organization is a goal-directed and deliberately structured social 
entity. Goal-directed means designed to achieve some outcome, such as 
make a profit, meet spiritual needs (Methodist church), or provide



social satisfaction (college). Deliberately structured means that tasks 

are divided and .responsibility for their performance is assigned to 

organization members. Social entity means being made up of two or 

more people. These definitions apply to all organizations, including 

profit and not-for-profit. Small, innovative, and not-for-profit 

organizations are more numerous than large, visible corporations and 

are as important to society. 

Based on our definition of management, the manager’s 

responsibility is to coordinate resources effectively and efficiently to 

accomplish the organization’s goals. 
Organizational effectiveness is the degree to which the organization 

achieves a stated goal or succeeds in accomplishing what it tries to do. 

Organizational effectiveness means providing a product or service that 

customers value. If the organization achieves its stated goals within a 

specified time period then such organization is effective. 
Organizational efficiency refers to the amount of resources used to 

achieve an organizational goal. It is based on how much raw material, 

money, and people are necessary for producing a given output volume. 

If the organization uses minimum resources to produce maximum 

output then such organization is efficient. 

Four Functions of Management 

Planning means defining goals and tasks & resources needed to 

achieve them. A lack of planning or poor planning can hurt the 

organization’s performance. For example, one company may set a goal 

of increasing sales this year but not think about making an innovation 

while other companies are already introducing new products to the 

market. 
Organizing involves the distribution of tasks, grouping employees into 

departments, the assignment of authority and allocation of resources. 

Organizing typically reflects how the organization tries to accomplish 

the plan. 
Leading is the use of influence to motivate employees to achieve 

organizational goals. Leading means creating a shared culture and 

values, communicating goals to employees throughout the organization, 

and filling employecs with the desire to perform at a high level. 

Leading involves motivating individuals and even entire departments. 

Controlling means monitoring employees’ activities, determining 
whether the organization is in the right way to achieving its goals and 
making corrections if necessary. Managers must ensure that the 

organization is moving toward its goals. 

Management Types 

Managers use conceptual, human, and technical skills to 

perform the four management functions of planning, organizing, 
leading, and controlling in all organizations whether they are large and 
small, manufacturing and service, profit and nonprofit, traditional and 
Internet-based. But managers’ jobs differ. Managers are responsible for 
different departments, work at different levels in the hierarchy, and 
meet different requirements for achieving high performance. 

In organizations, there are typically three levels of 
management: top-level, middle-level, and first-level. These three main 

levels of managers form a hierarchy, in which they are ranked in order 

of importance (Figure 1.1). In most organizations, the number of 

managers at each level is such that the hierarchy resembles a pyramid, 
with many first-level managers, fewer middle managers, and the fewest 
managers at the top level. Each of these management levels is described 
below in terms of their possible job titles and their primary 
responsibilities and the paths taken to hold these positions. 

Figure 1.1 — Hierarchical Levels of Management 

. Top 
Functional Managers General 

Managers anagers 

Middle 

Manager 

First-Line 

Managers 
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1) Top managers are managers who are responsible for the entire 

organization. . 
Top-level managers, or top managers, are also called senior 

management or executives. These individuals are at the top one or two 
levels in an organization, and hold titles such as: Chief Executive 
Officer (CEO), Chief Financial Officer (CFO), Chief Operational 
Officer (COO), Chief Information Officer (CIO), Chairperson of the 
Board, President, and Vice president. Top-level managers make 
decisions affecting the entirety of the firm. Top managers do not direct 
the day-to-day activities of the firm; rather, they set goals for the 
organization and direct the company to achieve them. 

2) Middle managers are managers who are responsible for the work of 

major divisions and departments. 
Middle managers’ job titles include: general manager, plant 

manager, regional manager, project manager, head of division, and 
head of department (functional manager). Middle-level managers are 
responsible for carrying out the goals set by top management. They do 
so by setting goals for their departments and other business units. 

Middle managers can motivate and assist first-line managers to achieve 
business objectives. 

¥ Functional manager — a manager who is responsible for the 
department that performs a single functional task and has 
employees with similar training and skills (advertising, sales, 
human resources, manufacturing, accounting). In other words, 

this is the head of department. 
Y General manager — a manager who is responsible for several 

departments or divisions that perform different functions. In 
other words, this is the head of division. 

3) First-line managers are managers who are directly responsible for 
the production of goods and services and non-management employees. 
These managers have job titles such as: office manager, shift 
supervisor, line manager, store manager. 

First-line managers are responsible for the daily management of 
line workers—the employees who actually produce the product or offer 
the service. There are first-line managers in every work unit in the 
organization. Although first-level managers typically do not set goals 

for the organization, they have a very strong influence on the company. 
These are the managers that most employees interact with on a daily 
basis, and if the managers perform poorly, employees may also perform 
poorly, may lack motivation, or may leave the company. 

Managers at different levels of the organization engage in 
different amounts of time on the four managerial functions of planning, 
organizing, leading, and controlling. 

Planning is choosing appropriate organizational goals and the 
correct directions to achieve those goals. Organizing involves 
determining the tasks and the relationships that allow employees to 
work together to achieve the planned goals. With leading, managers 
motivate and coordinate employees to work together to achieve 
organizational goals. When controlling, managers monitor and measure 
the degree to which the organization has reached its goals. 

Top managers do considerably more planning, organizing, and 
controlling than do managers at any other level. However, they do 
much less leading. Most of the leading is done by first-line managers. 
The amount of planning, organizing, and controlling decreases down 
the hierarchy of management; leading increases as you move down the 
hierarchy of management. 

Management Skills 

A manager’s job is complex and multidimensional and requires 
a range of skills. Though some management theorists propose a long 
list of skills, the necessary skills for managing a department or an 
organization can be summarized in three categories: conceptual, 

human, and technical. 

Conceptual skills — a manager's ability to see the organization as a 
whole and to see it in the long run. It involves understanding how 
organizational units work together and how the organization fits into its 
competitive environment. Conceptual skill is crucial for top managers, 
whose ability to see "the big picture" can have major repercussions on 
the success of the business. However, conceptual skill is still necessary 
for middle and supervisory managers, who must use this skill to 
envision, for example, how work units and teams are best organized.



Human (interpersonal) skills — a manager's ability to interact 
effectively with organizational members and establish human relations. 
Communication is a critical part of interpersonal skill, and an inability 
to communicate effectively can prevent career progression for 
managers. Managers who have excellent technical skill, but poor 
interpersonal skill are unlikely to succeed in their jobs. This skill is 

critical at all levels of management. 
Technical skills involve understanding and demonstrating proficiency 
in the performance of particular tasks. Technical skills are things such 
as using a computer word processing program, creating a budget, 

operating a piece of machinery, or preparing a presentation. The 
technical skills used will differ in each level of management. First-level 

Manager Activities 

One of the most interesting findings about managerial activities 
is how busy managers are and how chaotic the average workday can be. 

Managerial activity is characterized by variety, fragmentation, and 

brevity. The manager’s. involvements are so widespread and 
voluminous that little time remains for quiet reflection. The average 
time spent on any one activity is fewer than nine minutes. Managers 
shift works quickly. One example of two typical hours for general 
manager, Janet Howard, follows below. Note the frequent interruptions 

and the brevity and variety of tasks. 

managers may engage in the actual operations of the organization; they 7:30 A.M. —_ Janet arrives at work and begins to plan her day. 
need to have an understanding of how production and service occur in 7:37 A.M. — A subordinate, Morgan Cook, stops in Janet’s office to 
the organization in order to direct and evaluate line employees. discuss a dinner party the previous night and to review 
Additionally, first-line managers need skill in scheduling workers and the cost-benefit analysis for a proposed enterprise 

preparing budgets. Middle managers use more technical skills related to resource planning (ERP) system. 
planning and organizing, and top managers need to have skill to 7:45 A.M. — Janet’s secretary, Pat, calls her over the telephone. 

understand the complex financial workings of the organization. “Janet, they had serious water damage at the 
downtown office last night. A pipe broke, causing 

As illustrated in Figure 1.2, the application of these skills about $50,000 damage. Everything will be back in 
changes as managers move up in the organization. Though the degree shape in three days. I thought you should know.” 
of cach skill necessary at different levels of an organization may vary, 8:00 A.M. Pat brings in the mail. She asks instructions for 
all managers must possess skills in each of these important areas to formatting a report Janet gave her yesterday. 
perform effectively. From the diagram below we see that conceptual 8:14 A.M. Janet gets a phone call from the accounting manager, 
skills are more important for top managers, and first-line managers who is returning a call from the day before. They talk 
need technical skills in a greater extent. Human skills are equally about an accounting problem. 
important to all management types. 8:25 A.M. Mr. Nance complains that a sales manager mistreats 

his employees and something must be done. Janet 

: ; rearranges her schedule to investigate this claim. 
Ene Se eS See een 9:00 A.M. Janet returns to the mail. One letter is from an irritated 

customer. Janet types out a helpful, restrained reply. 

Top Managers Pat brings in phone messages. 
9:15 A.M. Janet receives an urgent phone call from Larry MCE § Concepiual Skills Human Skills 

Baldwin. They discuss lost business, unhappy 
First-Line Ma ; ; ‘ 
ee subordinates, and a potential promotion. 
Nonmanagers 
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Managers’ work is fast paced and requires great energy. The 

managers processed several dozens of mail each day, attend five-cight 

meetings, and take a tour through the building or plant. Technology 

such as e-mail, instant messaging, cell phones, and laptops have 

intensified the pace. Managers commonly receive hundreds of e-mail 

messages a day. As soon as a manager’s daily calendar is set, 

unexpected disturbances erupt. New meetings are required. During time 

away from the office, executives catch up on work-related reading, 

paperwork, and e-mails. 

Managing Crises and Unexpected Events 

Many managers may dream of working in an organization and 

a world where life seems relatively calm, orderly, and predictable, but 
their reality is one of increasing turbulence and disorder. Today’s 
managers and organizations face various levels of crisis every day, 
everything from the loss of computer data, charges of racial 
discrimination, a factory fire, to workplace violence. However, these 

organizational crises have been complicated by crises on a more global 
level. Dealing with the unexpected has always been part of the 
manager’s job, but our world has become so fast, interconnected, and 

complex that unexpected events happen more frequently and often with 

greater and more painful consequences. Crisis management places 
further demands on today’s managers. Some of the most recent thinking 
on crisis management suggests the importance of five leadership skills: 

1. Stay calm. 
2. Be visible. 
3. Put people before business. 
4. Tell the truth. 
5. Know when to get back to business. 

Stay Calm. Leaders’ emotions are transmittable, so leaders have to stay 

calm, focused, and optimistic about the future. Perhaps the most 

important part of a manager’s job in a crisis situation is to absorb 

people’s fears and uncertainties. Leaders have to suppress their own 

fears, doubts, and pain to encourage others. Though they acknowledge 

the difficulties, they must remain rock-steady and hopeful, which gives 
comfort, inspiration, and hope to others. 

12 

Be Visible. When people’s worlds have become ambiguous and 

frightening, they need to feel someone is in control. Crisis is a time 

when leadership cannot be delegated. 

Put People Before Business. The companies that weather a crisis best, 

whether the crisis is large or small, are those in which managers make 

people and human feelings their top priority. 

Tell the Truth. Managers should get as much information from as 

many diverse sources as they can, do their best to determine the facts, 

and then be open and straightforward about what is going on. 

Know When to Get Back to Business. Though managers should first 

deal with the physical and emotional needs of people, they need to get 

back to business as soon as possible. The company has to keep going, 

and there is a natural human tendency to want to rebuild and move 

forward. Business renovation is a sign of hope and an inspiration to 

employees. Moments of crisis present excellent opportunities for 

looking forward and using the emotional energy that has emerged to 

build a better company. 

L_ Key Terms 

Conceptual skills Leading 

Controlling Management 

Effectiveness Middle manager 

Efficiency Organization 

First-line manager Organizing 

Functional manager Planning 
Technical skills 
Top manager 

General manager 
Human skills 

| Discussion Questions 

1. What similarities do you see among the four management functions 

of planning, organizing, leading, and controlling? Do you think these 
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functions are related — that is, is a manager who performs well in one 

function likely to perform well in the others? 

2. What is the difference between efficiency and effectiveness? Which 

is more important for performance? Can managers improve both 

simultaneously? 

3. How do you feel about having a manager’s responsibility in today’s 

world characterized by uncertainty, ambiguity, and sudden changes or 

threats from the environment? Describe some skills and qualities 

important to managers under these conditions. 

surprises or unexpected happenings arise, has a lot to be 
grateful for. 
8. Many of our most important decisions are based upon 
insufficient information. 
9. All problems can be solved. 
10. People who fit their lives*to a schedule probably miss 
most of the joy of living. 
11. A good job is one where what is to be done and how it is 
to be done are clear. 

| Experiential Exercises 

12. It is more fun to tackle a complicated problem than to 
solve a simple one. 

TEST 1: Tolerance for Ambiguity Scale 

Read each of the following statements. Rate each of them in 
terms of the extent to which you agree with the statement using the 
following scale: 

Completely Neither Agree 
Disagree nor Disagree Agree 

1 2 3 4 5 6 7 

Place the number that best describes your degree of agreement 
in the blank to the left of each statement. 

13. In the long run, it is possible to get more done by tackling 
small, simple problems rather than large and complicated 

ones. 
14. Often, the most interesting and stimulating people are 
those who do not mind being different and original. 
15. What we are used to is always preferable to what is 

unfamiliar. 

Completely 

1. An expert who does not come up with a definite answer 

probably does not know much. 
2. I would like to live in a foreign country for a while. 
3. The sooner everyone acquires similar values and ideals the 

better. 
4. A good teacher makes you wonder about your way of 
looking at things. 
5. I like parties where I know most of the people morc than 
ones where all or most of the people are complete strangers. 
6. Teachers or supervisors who hand out vague assignments 
give a chance for one to show initiative and originality. 
7. A person who leads an even, regular life, in which few 

14 

Scoring: 
For odd-numbered questions, add the total points. For even-numbered 

questions, use reverse scoring (7 minus the score), and add the total 

points. Your score is the total of the even-numbered and odd-numbered 

questions. 

TEST 2: Management Aptitude Questionnaire 

Rate each of the following questions according to the following scale: 

1. Tam never like this. 
2. Lam rarely like this. 
3. Tam sometimes like this. 
4. I am often like this. 
5. Lam always like this. 

1. When I have a number of tasks or homework to do, I set priorities 

and organize the work around deadlines. 12345 

15 



2. Most people would describe me as a good listener. 123 45 
3. When I am deciding on a particular course of action (such as hobbies 
to pursue, languages to study, which job to take, special projects to be 

involved in), I typically consider the long-term (three years or more) 
implications of what I would choose to do. 12345 

4. I prefer technical or quantitative courses rather than those involving 
literature, psychology, or sociology. 12345 
5. When I have a serious disagreement with someone, I hang in there 

and talk it out until it is completely resolved. 12345 
6. When I have a project or assignment, I get into the details rather than 

the “big picture” issues. 12345 

7. | would rather sit in front of my computer than spend a lot of time 
with people. 12345 

8. I try to include others in activities or when there are discussions. 
12345 
9. When I take a course, I relate what I am learning to other courses I 

have taken or concepts I have learned elsewhere. 123 45 
10. When somebody makes a mistake, I want to correct the person and 

let her or him know the proper answer or approach. 12345 
11. Is better to be efficient with my time when talking with someone, 

rather than worry about the other person’s needs, so I can get on with 
my real work. 12345 

12. | know my long-term vision of career, family, and other activities 
and have thought it over carefully. 12345 
13. When solving problems, I would much rather analyze some data or 
Statistics than meet with a group of people. 12345 
14. When I am working on a group project and someone does not pull a 

fair share of the load, I am more likely to complain to my friends rather 
than confront the slacker. 12345 

15. Talking about ideas or concepts can get me enthused or excited. 

12345 
16. The type of management course for which this book is used is a 
waste of time. 12345 
17. It is better to be polite and not to hurt people’s feelings. 12345 
18. Data or things interest me more than people. 12345 

16 

Scoring and Interpretation: 

Subtract your scores for questions 6, 10, 14, and 17 from the number 6, 

and then add the total points for the following sections. 

1,3, 6, 9, 12, 15: Conceptual skills total score 

2,5, 8, 10, 14, 17: Human skills total score 

4,7, 11, 13, 16, 18: Technical skills total score 

These skills are three abilities needed to be a good manager. 
Ideally, a manager should be strong (though not necessarily equal) in 
all three. Anyone noticeably weaker in any of the skills should take 
courses and read to build up that skill. 

E CASE STUDY: Elektra Products, Inc. 

Barbara Russell, a manufacturing vice president, walked into 
the monthly companywide meeting with a light step and a hopefulness 
she had not felt in a long time. The company’s new, dynamic CEO was 
going to announce a new era of employee involvement and 
empowerment at Elektra Products, an 80-year-old, publicly held 

company that had once been a leading manufacturer and retailer of 

electrical products and supplies. In recent years, the company 
experienced a host of problems: market share was declining in the face 

of increased foreign and domestic competition; new product ideas were 
few; departments such as manufacturing and sales hardly spoke to one 
another; morale was at an all-time low, and many employees were 
actively secking other jobs. Everyone needed a dose of hope. 

Martin Griffin, who had been hired to revive the failing 
company, opened the meeting with a challenge: “As we face increasing 

competition, we need new ideas, new energy, and new spirit to make 

this company great. And the source for this change is you, each one of 

you.” He then went on to explain that under the new empowerment 

campaign, employees would be getting more information about how the 
company was run and would be able to work with their fellow 
employees in new and creative ways. Martin proclaimed a new era of 

trust and cooperation at Elektra Products. Barbara felt the excitement; 
but as she looked around the room, she saw many of the other 

employees, including her friend Simon, rolling their eyes’. “Just 

Rolling one’s eyes — BOAUTh T1a3aMtl U3 CTOPOHBI B CTOpOHy 
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another pile’ of corporate crap*,” Simon said later. “One minute they 
try downsizing, the next reengineering. Then they experiment with 
restructuring. Now Martin wants to push empowerment. Garbage like 
empowerment is not a substitute for hard work and a little faith in the 
people who have been with this company for years. We made it great 

once, and we can do it again. Just get out of our way.” Simon had been 
a manufacturing engineer with Elektra Products for more than 20 years. 
Barbara knew he was loyal to the company, but he — and a lot of others 
like him — were going to be an obstacle’ to the empowerment efforts. 

Top management assigned selected managers to several 
problem-solving teams to come up with ideas for implementing the 
empowerment campaign. Barbara loved her assignment as team leader 
of the manufacturing team and working on ideas to improve how retail 
stores got the merchandise they needed when they needed it. The team 
thrived’, and trust blossomed? among the members. They even spent 
nights and weekends working to complete their report. They were 
proud of their ideas, which they believed were innovative but easily 
achievable: permit a manager to follow a product from design through 
sales to customers; make information available to salespeople about 
future products; and swap’ sales and manufacturing personnel for short 
periods to let them get to know one another’s jobs. 

When the team presented report to department heads, Martin 
Griffin was enthusiastic. But shortly into the meeting he had to excuse 
himself because of a late-breaking deal with a major hardware store 
chain. With Martin absent, the department heads rapidly formed a wall 
of resistance. The director of human resources complained that the 
ideas for personnel changes would destroy the crafted job categories 
that had just been completed. The legal department warned that 
providing information to salespeople about future products would invite 
industrial spying. 

The team members were shocked. As Barbara thought over the 
latest turn of events, she considered her options: keep her mouth shut; 

? Pile — xyua, rpyna 
3 Crap — epyuua 
* Obstacle — NIPenATCTBHe, MOMexa 
° To thrive — O1arogeHcTBOBaTb, npeycneBats, IIpOUBeTAaT 
; To blossom — npeycnet, noGuteca ycnexa 
Swap — MeHaTb, OOMeHUBaTb, OOMeHHBATLCA 
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take a chance and confront Martin about her sincerity in making 
empowerment work; push slowly for reform and work for gradual 
Support from the other teams; or look for another’ job and leave a 
company she cared about. Barbara realized there would be no easy 
choices and answers. 
Source: Based on Lawrence R. Rothstein, “The Empowerment Effort 
that Came Undone,” Harvard Business Review (January-February 
1995): 20-31. 

Questions: 

1. How might top management have done a better job changing Elektra 
Products into a new kind of organization? What might they do now to 
get the empowerment process back on track? 

2. Can you think of ways Barbara could have avoided the problems her 
team faced in the meeting with department heads? 
3. If you were Barbara Russell, what would you do now? Why? 

19



CHAPTER 2; THE ENVIRONMENT AND CORPORATE 
CULTURE 

Globalization and worldwide societal turbulence affect 
companies in new ways. Even for those companies that try to operate 

solely on the domestic stage, events that have the greatest impact 
typically originate in the external environment. To be effective, 
managers must monitor and respond to the environment — an open 
systems view. 

The tremendous and far-reaching changes occurring in today’s 
world can be understood by defining and examining components of the 
external environment. The external organizational environment 
includes all the elements existing outside the organization’s boundaries 
that affect the organization. The environment includes competitors, 
resources, technology, and economic conditions that influence the 
organization. It does not include those events so far removed from the 
organization that their impact is not perceived. 

The organization’s external environment can be further divided 
into two layers: general and task environments illustrated in Figure 2.1. 

Figure 2.1 -— Organization’s General, Task, and Internal 
Environments 

General 

Environment 

Task 

Environment 

Internal 
Environment 
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General environment is the outer layer that affects the 
organization indirectly. It includes socio-cultural, technological, 
economic, legal/political, and international dimensions that influence 

all organizations equally. 
Task environment is closer to organization and includes the 

elements that directly affect the organization. It is generally considered 
to include customers, competitors, suppliers, and labor market. 

The organization also has an internal environment, which 
includes the elements within the organization’s boundaries. It 
comprises current employees, management, organization structure, 

technology used by the organization, and especially corporate culture, 
which defines employee behavior in the internal environment and how 
well the organization will adapt to the external environment. 

General Environment 

The general environment represents an outer layer of the 
environment. The dimensions of the general environment include 
international, technological, socio-cultural, economic, and _legal- 
political. 

International dimension includes opportunities for companies to enter 
and operate in international markets. 

The international environment provides new competitors, 
customers, and suppliers and shapes socio-cultural, technological, and 
economic trends. Today, every company has to compete on a global 
basis. When operating globally, managers have to consider legal, 
political, socio-cultural, and economic factors not only in their home 

country but in various countries as well. For example, international 
dimension opens opportunities for local companies such as buying 

cheaper raw material, using cheaper and more qualified labor force, 
more customers. Chapter 2 describes how today’s businesses are 
operating in an increasingly borderless world and examines in detail 
how managing in a global environment differs from the management of 

domestic operations. 

Technological dimension includes scientific and technological 
advancements in a specific industry as well as in society. 
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In recent years, because of technology advancements many 
organizations had to make a lot of changes. For example, twenty years 
ago, many organizations didn’t even use desktop computers. Today, 
computer networks, Internet access, videoconferencing capabilities, cell 
phones, fax machines, and laptops are practically taken for granted as 
the minimum tools for doing business. Technological advancements 
that make the Internet accessible to nearly everyone have changed the 
nature of competition and of organization’s relationship to customers. 
Many companies are adopting sophisticated e-business methods; 
communications and computing devices are getting smaller, more 
powerful, and more affordable. 

Advances in nanotechnology, which refers to seeing and 
manipulating matter at the level of molecules and atoms, will enable 
scientists to create amazing new materials — electronic, structural, 
biological, and medicinal. Examples already in use include “smart gels” 
that mold on human needs to cue, self-repairing optical coatings, and 
cleansers that repair a surface at the molecular level while cleaning it. 

Legal-political dimension includes government regulations as well as 
policies designed to influence company behavior. 

Managers must recognize a variety of pressure groups formed 
by government that can influence companies to behave in socially 
responsible ways. For example: prohibition of the advertisement of 
alcoholic beverages, facilitation of anti-smoking actions. 

Socio-cultural dimension represents the demographic characteristics 
(population density, age, and education levels) as well as the norms, 
customs, and values of population. 

Today’s demographic profiles are the foundation of tomorrow’s 
workforce and customers. Forecasts sce increased globalization of both 
consumer markets and the labor supply, with increasing diversity both 
within organizations and consumer markets. 

Recent socio-cultural trends that are affecting many companies include the trend toward no smoking, the grater purchasing power of young children, and the increased diversity of consumers. For example: Many people in India will never buy beef; bicycles in Kazakhstan are 
not as popular as in China or in Europe. 
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Economic dimension represents general economic health of the 
country or region in which the organization operates. 

Consumer purchasing power, unemployment rate, and interest 
rates are part of the organization’s economic environment. Because 
organizations today are operating in a global environment, the 
economic dimension has become exceedingly complex and creates 
enormous uncertainty for managers. The economies of countries are 
more closely tied together now. For instance, crisis in US (2007) 
affected a lot of other countries, including our country. 

In order to survive in unstable environment many companies 
create mergers and joint ventures. 
Merger occurs when two or more organizations combine to become 
one. (Bank TuranAlem) 
Joint venture involves a strategic alliance or a program by two or more 
organizations (short-term or long-term). This typically occurs when the 
project is too complex, expensive or uncertain for one firm to do alone 
(SonyEricsson). 

Task Environment 

The task environment includes those sectors that have a direct 
working relationship with the organization, among them customers, 
competitors, suppliers, and the labor market. 

Customers — those people or organizations in the environment who 
acquire goods and services from the organization. As recipients of the 
Organization’s output, customers are important because they determine 

the organization’s success. For example, patients are customers of 

hospitals, students are customers of universities and schools, and 
travelers are customers of airlines and tour agencies. 

Competitors — other organizations in the same industry that provide 
goods and services to the same set of customers. Each industry is 
characterized by specific competitive issues. For example, steel 
industry differs from pharmaceutical industry. Competition in the steel 
industry, especially from international producers, caused some 
companies to go bankrupt. Companies in the pharmaceutical industry 
are highly profitable because it is difficult for new firms to enter it. But 
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in some industries competitors cooperate to achieve common goals. For 
instance, Apple and Compaq, two companies from computer industry, 
were cooperating to break Microsoft Corporation’s domination of 
software industry. 

Suppliers — people or organizations that provide raw materials the 
organization uses to produce its output. For example, a restaurant may 
use many suppliers to provide it with different products. But many 
companies are now using fewer suppliers and trying to build good 
relationships with them so that they receive high-quality parts at low 
prices. Cooperation is a key to saving money, maintaining quality, and 
speeding products to market. 

Labor market — people in the environment who can be hired to work 
for the organization. Every organization needs a supply of trained, 
qualified personnel. Unions, employee associations, and the availability 

of certain classes of employees can influence the organization’s labor 
market. The labor market lacks specialists in chemistry, physics, and 
other scientific fields. 

Internal Environment: Corporate Culture 

The internal environment within which managers work includes 
the following elements: 

Employees 
Management 
Corporate culture 
Organization structure 
Technology .

 

The concept of culture has been of growing concern to 
managers since the 1980s. The concept of culture helps managers 
understand the hidden, complex aspects of organizational life. Culture 
is a pattern of shared values and assumptions about how things are done 
within the organization. This pattern is learned by members as they 
cope with external and internal problems. 
Corporate Culture — set of key values, beliefs, understandings, and 
norms shared by members of an organization. 
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Corporate culture is like an iceberg in the ocean. Only the 
smallest part of it is visible but the greatest part is invisible from the 
first sight (Figure 2.2). 

Visible level of corporate culture includes such things as manner of 
dress, patterns of behavior, physical symbols, and organizational 
ceremonies, office design — these are things that anyone can see, hear, 

and observe. 

¥ Physical Symbols. Imagine there is a company that sells real 
estate. Managers of the organization can make a prototype of 
the building and represent it as a symbol to employees. Every 
month the best salesperson will be awarded with this building. 
The person will keep the symbol for one month and then will 
transfer to another best salesperson of the month. 

Y Organizational Ceremonies. Mary Kay Cosmetics Company 
has annual awards ceremony, presenting diamonds, furs, and 

Figure 2.2 — The Iceberg of Visible and Invisible Culture 

Visible 

| Invisible 
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v luxury cars to high-achieving sales consultants. The setting is 
typically held in a large hall in front of audience, and everyone 
dresses on glamorous evening clothes. The most successful 
consultants are introduced by film clips for the nomination. 

Invisible level of corporate culture includes unwritten rules, values, and 
beliefs, which are not observable. These are deeper values that 
members of the organization hold at a conscious level. They can be 
interpreted from the stories, heroes, and slogans. 

v Stories. UPS is an American delivery company. Once a 
salesperson in this company ordered an extra airplane without 
permission of his boss in order to escape untimely delivery. 
Instead of punishing this employee, managers rewarded his 
initiative. By telling this story, UPS workers explain that the 
company stands for commitment to work and customer service. 

v Heroes. Heroes show how to do the right thing in the 
organization. One engineer in 3M Corporation invented a new 
product and went to the top manager with his idea. But the 
manager rejected it by telling “That’s a stupid idea. Stop!” 
Then the engineer insisted and the manager fired him. But this 
devoted person continued coming to the office and developing 
new ideas without salary. Eventually, he was rehired, the idea 
succeeded and he was promoted to a vice-president. The lesson 
of this hero is a major element of the culture in 3M tells to 
persist at what you believe in. 

v Slogans. Many organizations use slogans to motivate the 
employees. For example, the slogan of one American company 
is “You don’t have to please the boss; you have to please the 
customer”. 

Types of Corporate Culture . 

___A big influence on internal corporate culture is the external 
environment. Cultures can vary widely across organizations; however, 
organizations within the same industry often reveal similar 
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characteristics because they are operating in similar environments. If 
the external environment requires extraordinary customer service, the 
culture should encourage good service; if it calls for careful technical 
decision making, cultural values should reinforce managerial decision 
making. 

Adaptability culture — a culture used by companies that operate in a 
quickly changing industry. 

Adaptability culture requires fast response and high-risk 
decision making. Employees have autonomy to make decisions and act 
freely to meet customers’ needs. Managers actively create change by 
encouraging and rewarding creativity, experimentation, and risk taking. 
Most companies in electronic industry, as well as those involved in e- 

commerce, cosmetics, and fashion, use adaptability culture because 
they must quickly respond to a rapidly changing environment. For 
example, Nokia — the best manufacturer of mobile phones — is 
constantly innovating. 

Involvement culture — a culture that focuses on meeting the needs of 
employees in order to increase productivity. 

The organization may be characterized by caring and family- 
like atmosphere. Managers emphasize such values as cooperation, 
consideration of both employees and customers, and avoiding status 
differences. For example, IBM has involvement corporate culture. 

Achievement culture — a culture that focuses on the achievement of 
results rather than on satisfaction of employees’ needs. 

Achievement culture is suitable to organizations that are 
concerned with serving specific customers in the external environment 
but without the strong need for flexibility and rapid change. This is a 

result-oriented culture that values competitiveness, aggressiveness, 
personal initiative, and willingness to work long and hard to achieve 
results. 

For example, Siebel Systems, which sells complex software 
systems, is focused on achievement culture. Professionalism and 

aggressiveness are core values. Employees are forbidden to eat at their 

desks or to decorate with more than one or two personal photographs. 

People who succecd at Siebel are focused, competitive, and driven to 
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win. Those who perform and meet stringent goals are generously 
rewarded; those who don’t are fired. Other examples include auditing 
companies, some restaurants, hotels, shops, etc. 

Consistency culture — a culture that focuses on rationality, discipline, 

and order of doing things while operating in a stable environment. 
In today’s fast-changing world, few companies operate in a 

stable environment, and most managers are shifting toward cultures that 
are more flexible. This structure is very suitable for bureaucratic 
organizations such as government organizations and embassies. 

Adaptability and involvement cultures are very flexible, but 

achievement and contingency cultures are rigid, with many rules and 
regulations. Each of these four cultures can be successful. In addition, 

organizations usually have valucs that fall into more than one category. 
The relative emphasis on various cultural values depends on the needs 
of the environment and the organization’s focus. 

Environmental Uncertainty 

Organizations must manage environmental uncertainty to be 
effective. Uncertainty implies that managers do not have sufficient 
information about environmental factors to understand and predict 
environmental changes. When external factors change rapidly, the 
organization experiences very high uncertainty; examples are the 
electronics and aerospace industries. Firms must make efforts to adapt 
these changes. When the organization deals with only a few external 
factors and these factors are relatively stable, such as for soft-drink 
bottlers and food processors, managers experience low uncertainty and 
can devote less attention to external issues. 

Any organization that wants to cope with high environmental 
uncertainty must adapt to changes in the environment. 
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| Key Terms 

International dimension 

Involvement culture 

Joint venture 

Consistency culture Labor market 
Corporate culture Legal-political dimension 
Customers Merger 

Economic dimension Socio-cultural dimension 

External environment Suppliers 

General environment Task environment 

Internal environment Technological dimension 

Achievement culture 
Adaptability culture 
Competitors 

a Discussion Questions 

1. Some scientists predict major changes in the earth’s climate, 

including a temperature rise of 8”F over the next 60 years. Should any 

company be paying attention to this long-term environmental trend? 

Explain. 
2. Would the task environment for a bank contain the same elements as 
that for a government organization? Discuss. 
3. What forces influence organizational uncertainty? Would such forces 

typically originate in the task environment or the general environment? 

4. Define corporate culture and explain its importance for managers. 

5. How are symbols important to a corporate culture? Do stories, 

heroes, slogans, and ceremonies also have symbolic value? Discuss. 

6. How does the culture of a football team differ from the university 

culture? 
7. Do you think a corporate culture with strong values is better for 

organizational effectiveness than a culture with weak values? Are there 

times when a strong culture might reduce effectiveness? Discuss. 

8. Find more examples of symbols, ceremonies, heroes, stories, and 

slogans in internet. 
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CASE STUDY: Society of Equals 

Ted Shelby doesn’t make very many mistakes, but... “Hey 
Stanley”, says Ted Shelby, entering the door, “you got a minute? I’ve 
just restructured my office. Come on and take a look. I’ve been 
implementing some great new concepts!” 

Stanley is always interested in Ted Shelby’s new ideas, for if 
there is anyone Stanley wants to do as well as, it is Edward W. Shelby 
IV. Stanley follows Ted back to his office and stops, confused. 

Restructured is right! Gone are Ted’s (Junior Exec.) walnut! 
desk and furniture, and his telephone table. In fact, the room is 

practically empty save for a large, round white cafcteria table and half- 
dozen padded’ vinyl chairs that surround it. 

“Isn’t it a beauty! As far as I know, I’m the first executive in 
the plant to innovate this. The shape is a crucial factor here — no front 
or rear’, no status problems. We all sit there and communicate more 
effectively.” 

We? Communicate? Effectively? Well, it seems that Ted has 
been attending a series of Executive Development Seminars given by 
Dr. Faust. The theme of the seminars was — you guessed it — 
“participative management”. Edward W. Shelby has always liked to 
think of himself as truly democratic person. 

“You see, Stanley,” says Ted, managing his best sincere 
attitude, “the main thing wrong with current mainstream management 
Practice is that the principal communication channel top-down. We on 
the top send our messages down to you people, but we neglect the 
feedback potential. But just because we have more status and 
responsibility doesn’t mean that we are necessarily better that the 
people below us. So, as I see the situation, what is needed is a two-way 
communication network: top-down and bottom-up. 

“That’s what the cafeteria table is for?” Stanley says. 
“Yes!” says Ted. “We management people don’t have all the 

answers, and I don’t know why I never realized it before that seminar. 
Why... let’s take an extreme example... the people who run those 

1 
Walnut — x;pepecuua opexozoro epesa 

? Padded — o6urniii 
3 ~ No front or rear — Het 3agHeii un nepeqHel CTOPOHbI 
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machines there. I’ll bet that any one of them knows a thing or two that 
I’ve never thought of. I’ve transformed my office into a full-feedback 

communication net.” 

“That certainly is an innovation around here,” says Stanley. 

A few days later Stanley passed by Ted Shelby’s office and was 

surprised that Ted’s desk, furniture, and telephone table were back 
where they used to be. Stanley, curious about the unrestructuring, went 
to Bonnie for clarification. “What,” he asked, “happened to Shelby’s 
round table?” 

“That table we were supposed to sit around and input things?” 
she said. “All I know is, about two days after he had it put in, Mr. 

Drake came walking through there. He looked in that office, and then 
he sort of stopped and went back — and he looked in there for a long 
time. Then came over to me, and you know how his face gets red when 
he’s really mad? Well, this time he was so mad that his face was 
absolutely white. And when he talked to me, I don’t think he actually 
opened his mouth; and I could barely hear him, he was talking so low. 
Have Mr. Shelby’s furniture put back in his office. Have Mr. Shelby 
see me.” 

You would think that Ted would have known better, wouldn’t 
you? But then, by now you should have a pretty firm idea of just why 
those offices are set up as they are. 
Source: Daft R. The New Era of Management, Indian edition, 2007. 

pp.110-111. 

Questions: 
1. How would you characterize the culture in this company? What are 

the dominant values? 
2. Why did Ted Shelby’s change experiment fail? To what extent did 
Ted use the appropriate change tools to increase employee 
communication and participation? 
3. What would you recommend Ted do to change his relationship with 
subordinates? Is it possible for a manager to change cultural values if 
the rest of the organization, especially top management, does not agree? 
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CHAPTER 3: ENTREPRENEURSHIP, SMALL BUSINESS, AND 
. GLOBALIZATION 

Most people dream of having their own business. But running a 
small business is quite difficult and risky as it requires cntrepreneur’s 
entire investment and great efforts. According to statistics, about 34% 
of businesses fail within two years and 50% close after three years. 

Entrepreneurship — the process of initiating a business venture, 
organizing necessary resources, and assuming the associated risks and 
rewards. 
Entrepreneur is a person who creates his own business or company in 
the face of risk and uncertainty. His purpose is to achieve high profits 
and growth. 

Who Can Be Entrepreneurs? 

Actually, everyone has the potential to become an entrepreneur. 
Let’s consider different possible cultural groups of entrepreneurs. 

1. Young entrepreneurs: 30% entrepreneurs — at age of 30 and younger, 
2. Women entrepreneurs: 72% of women-owned businesses are 
concentrated in retailing and services such as beauty parlors, chemical 
cleaning, fashion houses. 
3. Minority entrepreneurs: national minority groups are very likely to 
become entreprencurs (Chinese restaurant, Indian restaurant) 
4, Immigrant entrepreneurs 
5. Home-based business: there are several advantages of home-based 
businesses (crafts, sewing, cooking, design, arts) 

Vv operating a business from home keeps start-up and operating 
costs to a minimum 

VY flexible life-style and work-style 
v technology allows to conduct many business operations from 

homes (internet banking) 
6. Family business: includes two or more members of the family. 90% 
of businesses are family owned and managed. Family business tends to 
fail often, the primary reason of that is conflicts between family 
members. 
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a 7. Copreneurs: couples that work together as co-owners of their 

business. But in some cases, managing a small business together may 
be a reason of divorce and in other cases it may lead to successful 

business. 

Small Business 

Small Business is an enterprise which has (1) a small number of 
employees, (2) low volume of sales, (3) small amount of assets and 
limited impact on the market. 

In Kazakhstan small business must suit the following parameters: 
1) Number of employees should not exceed 50; 

2) Company’s assets should not exceed 60,000 monthly settlement 

parameters (MSP) 
3) |, ie. $580,685". 

1 MSP = 1413 tenge (2010) 

Most entrepreneurs start from retailing, manufacturing, or 
service. Additional types: construction, communications, finance, and 

real estate. 

Five Types of Small Business Owners 

Successful entrepreneurs have different motivations, and they 
measure rewards in different ways. One study classified small business 

owners in five different categories, illustrated in Figure 3.1. 
Idealists — people who like the idea of working on something that is 
new, creative, or personally meaningful. 
Optimizers ~ people who get satisfaction of being business owners 

because it gives them power. 
Hard workers — people who enjoy working long hours and want their 

business to grow larger and more profitable. 
Sustainers — people who want to balance work and personal life and 
often don’t want the business grow too large, they like stability. 

: Also called Monthly Calculated Index (MCI) 

“$1 =KZT146 
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industry, primarily because of past job experience. Interestingly, almost i .1 — Five P lity T f Small Business Owners 
Se ee reeene anee 36% spotted a market niche that wasn’t being filled. 

Enjoy chance to balance Thrive on the challenge of i 
work and personal life 

Rewarded by chance to ST, : wnershi scrk-on something new EP 2: Choose the form of o Ship 
Before entrepreneurs have found a business they must choose building a larger, more 

profitable business \ and creative ‘ ‘ 

Get personal seston 
from being a business 
owner 

High energy people who enjoy 

handling every detail of their own 
business 

Jugglers — high energy, high risk people who like the chance a small 
business gives them to handle everything themselves, they feel 
independent. 

Starting an Entrepreneurial Firm 

There are several ways an entrepreneur can become a business owner: 
v start a new business 
v buy an existing business 
v buy a franchise 
¥ become a partner 

How to Start a New Business? 

STEP 1: Come up with the new business idea 

Reasons for Starting a Business 

an appropriate legal structure for the company. The three basic choices 

; ! are proprietorship, partnership, of corporation. 
Idealists | Optimizers Hard Jugglers |Sustainers | 

id 21% Workers 20% 15% 1) Sole proprietorship — a business owned and managed by one 
20% individual. 

This form of ownership is popular because it is easy and cheap 
to start and it has few legal requirements. A proprietor has total 
ownership and control of the company and he can make all decision 
without consulting anyone. However, this form of ownership also has 
drawbacks. The owner has unlimited liability for the business, and also 
it is difficult for a proprietor to attract capital. 

2) Partnership — two or more people who co-own a business for the 
purpose of making profits. 

Partnership, like sole proprietorship, is relatively casy and 
cheap to start. In partnership, co-owners (partners) share business’s 

assets, liabilities, and profits according to the terms of partnership 

agreement. 
Partnership agreement — a legal document that states all the terms of 
Operating the partnership and protects each partner involved. Every 
partnership should be based on such written agreement. 

Figure 3.2 — Sources of Entrepreneurial Motivation and New- 
Business Ideas 

Source of New-Business Ideas 

wo ey Joined Family In-depth Understanding 
To some people, the idea for a new business is the easy part. [44% ___| Business 1 of Industry/Profession 

Other people decide they want to run their own business and start 36% ai: Control My Future [3 Market Niche Spotted 

looking for an idea or opportunity. 27% To Be | My Own Boss 
Figure 3.2 shows the most important reasons that people start a 

new business and the source of new-business ideas. Note that 37% of 

business founders got their idea from an in-depth understanding of the 
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5% | Downsized/Laid Off 



3) Corporation — a legal entity created by the state and existing apart 

of its owners | 
Because life of a corporation is independent of its owners, the 

shareholders can sell their shares without affecting its continuation. 
Corporations are creations of the state. When a corporation is founded, 
it accepts regulations and restrictions of the state in which it 
incorporated and any other state in which it chooses to operate. 
Corporation operating in the state in which it was incorporated is a 
domestic corporation. When a corporation operates in another state, the 
state considers it to be a foreign corporation. (Basis-A) 

STEP 3: Write the business plan 
Here it is important to understand the difference between 

strategic plan and business plan. Typically, business plan includes 
strategic plan, but business plan is created only when a company is 
going to be started or expanded and strategic plan is written and 
refreshed periodically for company’s internal use. 

Strategic plan is a document that is primarily intended to be used 
internally by the organization, to guide itself. In some cases, in fact, in 
many cases the strategic plan is never seen by anyone outside the 
organization. It often contains information about organizational strategy 
that a company might not want in the hands of its competitors. 

Business plan, on the other hand, is usually meant to be used to show 
others. For example, if a company wishes to attract investors, the 
investors may demand certain information about the company before 
they commit to investing. They certainly would like financial 
information to be present, and they may be interested to know how the 
company expects to get revenucs in the future, its market, and so on. A 
bank looking at giving a loan to an organization may wish to have 
similar information. 

STEP 4: Determine sources of ‘financing 

fnanci One of the main problems that an entrepreneur faces is 
inancing of his business. An investment is usually required to acquire 
bor and raw materials and perhaps a building and equipment. The 
inancing decision usually involves two options — whether to obtain 
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loans that must be repaid (debt financing) or whether to share 

ownership (equity financing). But still the primary resources for 
entrepreneurs are their own resources, but they often have to mortgage 

their home, to borrow money from the bank. 

Debt financing — borrowing money that has to be repaid at a later date 

in order to start a business 

Usually entrepreneurs borrow from family, friends, and banks. 

Sometimes entrepreneurs can obtain money from a finance company, 

wealthy individuals, or potential customers. 

Equity financing — any money invested by owners or by those who 

purchase stock in a corporation. 

If you are going to establish a corporation or at least partnership 

you can raise funds through selling your company’s stocks. 

Globalization 

Many companies today recognize that business is becoming a 

unified, global field as trade barriers fall, communication becomes 

faster and cheaper, and consumer tastes in everything from clothing to 

cellular phones converge. Companies that think globally have a 

competitive edge. In addition, domestic markets are saturated for many 

companies. The only potential for significant growth lies overseas. The 

reality of today’s borderless companies also means consumers can no 

longer tell from which country they are buying. 

International management — a management of business operations 

conducted in more than one country. 

The basic management functions of planning, organizing, 

leading, and controlling are the same whether the company operates 

domestically or internationally. However, managers face greater 

difficulties and risks when performing these management functions on 

an international scale. When managers start comparing one country 

with another they must consider differences in economic, legal- 

political, and socio-cultural aspects of these countries. For example, 

when many African people go to the market to buy some products, they 

look at what is drawn on the can or on the bottle because their literacy 

level is low. According to them, what they see on the picture is inside. 
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When Nestle started selling baby food in Africa, it failed because white 
babies were depicted on the cans. Africans thought why should we eat 
meat of white babies? 

Stages of Globalization 
Corporations can participate in the international arena in a 

variety of levels. The process of globalization typically passes through 
four distinct stages. 

1. Domestic Stage: a company produces and sells goods and services at 
home. For example, it can be any local company which has all 
marketing and production facilities located at home. 

2. International Stage: a company produces at home and sells at home 
and abroad, exports increase. 

At this stage a company usually adopts a mut/tidomestic 
Strategy, meaning that competition is handled for cach country 
independently. Product design, marketing, and advertising are adapted 
to the specific needs of each country, requiring high level of sensitivity 
to local values and interests. Typically, these companies use an 
international division to deal with the marketing of products in several 
countries individually. 

For example, Mattel is a manufacturer of toys for kids. Mattel 
makes toys based on the idea that kids in different countries have 
different interests and want different toys. The many Barbie dolls sold 
in Japan have Asian features, black hair, and Japanese style of clothing. 

3. Multinational Stage: a company produces and sells in many 
countries, with more than 1/3" of its sales outside the home country. 

At the multinational stage a company uses globalization 
strategy, meaning they focus on similar product to multiple countries. 
Product design, marketing, and advertising strategies are standardized 
throughout the world. 

For example, Coca-Cola, Adidas, and McDonald’s operate at 
multinational stage using globalization strategy. Mattel is also going to 
enter this stage of globalization in several years because of changes in 
toy-buying patterns. Company managers realized that children in Japan 
also like blond-haired, blue-eyed Barbie dolls. 
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4. Global (or Stateless) Stage: a company operates in a global fashion, 

locating functions (departments) anywhere in the world, based on the 

lower cost, right skills and favorable environment. 
At this stage, ownership, control, and top management are 

dispersed among several nationalities. Different departments may be 

located in absolutely different countries. At this stage a company uses 

transnational strategy — a combination of multidomestic strategy and 

globalization strategy. 
For example: Nestle is a global company with 99% of sales 

and 97% of employees outside their home country. Nestle has 8000 

brands. 
¥ Company: Nestle (Swiss) 
Y CEO Peter Brabeck—Letmathe (Austrian) 
VY Half of general managers (non-Swiss) 

Getting Started Internationally 

Small and medium-sized companies have a couple of ways to 
become involved internationally. One is to seek cheaper sources of 

supply offshore, which is called outsourcing. Another is to develop 

markets for finished products outside their home countries, which may 

include exporting, licensing, and direct investing. These are called 

market entry strategies because they represent alternative ways to sell 

products and services in foreign markets. Most firms begin with 

exporting and work up to direct investment. Figure 3.3 shows the 
strategies companies can use to enter foreign markets. 

Market Entry Strategies: 

1. Outsourcing (Global Outsourcing) — an entry strategy in which a 

company creates manufacturing division in a foreign country with the 

purpose of using its cheaper labor and raw materials. 

For example, some U.S. companies build plants in the territory 

of Mexico where they can use cheap Mexican labor. The low-cost and 

high-quality Mexican workforce has also attracted manufacturers from 

other countries, firms such as Nissan, Renault, and Volkswagen. 

Jacobson — American manufacturer of ties — has designers in 

California, but products are manufactured in Thailand. 
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Figure 3.3 — Strategies for Entering International Markets 
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2. Exporting — an entry strategy in which a company produces goods 
and services within the borders of its country but sells them abroad. 

Exporting allows a country to market its products in other 
countries at modest resource cost and with limited risk. Exporting 
brings many problems due to government regulations of a foreign 
country, foreign currencies, and cultural differences, but it is cheaper to 
export than to build plants in host countries (taxes for foreign producers 
are higher). Small companies benefit more from exporting than from 
building plants in foreign countries. 

A form of exporting is called countertrade — a barter of 
products for other products rather than their sale for currency. This 
form of exporting is usually used to less-developed countries because 
many less-developed countries have products to exchange but they 
don’t have foreign currency. Approximately 20% of world trade is 
countertrade. 
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3. Licensing — an entry strategy in which a licensor sells technology, 

brand or trademark to a licensee to produce similar products in his 

country. 
Franchising — a form of licensing in which a franchisor sells the right 

to the franchisee to produce and sell products same in his country. 

Here the franchisee, has to use everything: equipment, 

technology, products, product ingredient, trademark, name, 

management system, and standardized operating system of a franchisor. 

A franchisee has to take the name and systems of the franchisor. Most 

franchisees are affiliates of parent companies (franchisors). Whereas in 

licensing, a licensee generally keeps its own company name and 

systems. 
For example, Coca-Cola Bottlers sells franchise; McDonald’s 

and Burger King sell franchise. 

Licensing and franchising offer a business a relatively easy 

access to international markets at low cost, but they limit its 

participation and control over the development of those markets. 

4. Direct Investing — an entry strategy in which a company is directly 

involved in managing its productive assets in a foreign country. 

The three wide-spread forms of direct investment are joint 

ventures, acquisitions, and Greenfield venture. 

Joint venture involves a strategic alliance or a program by two or more 

organizations (short-term or long-term). 

In joint venture, a company shares costs and risks with another 

firm in the host country to develop new products, build a manufacturing 

plant, or set up distribution network. Joint venture is also called 

partnership. For example, Nestle and L’Oreal engaged in a joint venture 

to produce the nutritional supplement Inneov, which is designed to 

improve the health of skin. 

Acquisition of a foreign affiliate occurs when a company buys affiliate 

from another company in a foreign country. 

Direct acquisition of an affiliate may provide cost savings over 

exporting by shortening distribution channels and reducing storage and 

transportation costs. For example, Wall-Mart purchased a part of 

Germany Wertkauf hypermarket chain. 
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Greenfield Venture occurs when a company builds a subsidiary from 
scratch in a foreign country. 

The advantage is that the subsidiary is exactly what the 
company wants and has the potential to be highly profitable. The 
disadvantage is that the company has to acquire all market knowledge, 

materials, people, and know-how in a different culture, and mistakes 

are possible. An example of a Greenfield venture is the Mercedes-Benz. 
plant in Vance, Alabama. This was the first time a company built a 
plant outside Germany. The venture was very risky because the new 
plant was building a new product (sport-utility vehicle) with a new 
workforce, to be sold in a foreign country. 

The main difference between outsourcing and Greenfield 
venture is that in outsourcing the company just creates a manufacturing 
department (factory, plant), and in Greenfield venture the company 
creates a subsidiary with all functions from scratch. 

Key Terms | 
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Business plan Joint venture 
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Countertrade Multidomestic strategy 
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| Discussion Questions | 

1. What do you think are the most important contributions of small 

business to our economy? 

2. Why would small-business ownership have great appeal to 

immigrants, women, and minorities? 

3. Why is purchasing an existing business or franchise is less risky than 

starting a new business? 

4. If you were to start a new business, would you have to search for an 

idea, or do you already have an idea to try? Explain. 

5. What is the difference between debt financing and equity financing? 

What are common sources of each type? 

6. What are the advantages of going internationally? 

7. Why do you think international businesses traditionally prefer to 

operate in industrialized countries? 

8. What considerations in recent years have led international businesses 

to expand their activities into less-developed countries? 

9. What does it mean to say that the world is “borderless”? That large 

companies are “stateless”? 

10. What market entry strategies would you recommend to an 

entrepreneurial business wanting to do business in Europe? 

11. What steps could a company take to avoid making product design 

and marketing mistakes when introducing a new product into a foreign 

country? 

12. Compare the advantages and disadvantages associated with the 

foreign-market entry strategies of exporting, licensing, and wholly 

owned subsidiaries. 

[ 
Introduction 

Nestlé is one of the oldest of all companies. The company was 

founded in Switzerland in 1866 by Heinrich Nestlé, who establi
shed 

Nestlé to distribute “milk food,” a type of infant food he had invented 

that was made from powdered milk, baked food, and sugar. 

From its very early days, the company looked to other countries 

for growth opportunities, establishing its first foreign offices in Lon
don 

CASE STUDY: Nestle Strategy | 
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in 1868. In 1905, the company merged with the Anglo Swiss 
Condensed Milk, thereby broadening the company’s product line to 
include both condensed milk and infant formulas. Forced by 
Switzerland’s small size to look outside its borders for growth 
opportunities, Nestlé established condensed milk and infant food 

processing plants in the United States and Great Britain in the late 19th 
century and in Australia, South America, Africa, and Asia in the first 
three decades of the 20th century. 

In 1929, Nestlé moved into the chocolate business when it 
acquired a Swiss chocolate maker. This was followed in 1938 by the 
development of Nestlé’s most revolutionary product, Nescafe, the 
world’s first soluble coffee drink. After World War II, Nestlé continued 
to expand into other areas of the food business, primarily through a 
series of acquisitions that included Maggi (1947), Cross & Blackwell 
(1960), Findus (1962), Libby’s (1970), Stouffer’s (1973), Carnation 
(1985), Rowntree (1988), and Perrier (1992). 

By the late 1990s, Nestlé had 500 factories in 76 countries and 
sold its products in a 193 nations — almost every country in the world. 
In 1998, the company generated sales of close to $51 billion, only 1% 
of which occurred in its home country. 

Similarly, only 3% of its 210,000 employees were located in 
Switzerland. Nestlé was the world’s biggest maker of infant formula, 
powdered milk, chocolates, instant coffee, soups, and mineral waters. It 
was number two in ice cream, breakfast cereals, and pet food. Roughly 
38% of its food sales were made in Europe, 32% in America, and 20% 
in Africa and Asia. 

A Growth Strategy for the 21st Century: Despite its undisputed 
success, Nestlé realized by the carly 1990s that it faced significant 
challenges in maintaining its growth rate. The large Western European 
and North American markets were saturated. In several countries, 
population growth had stagnated and in some there had been a small 
decline in food consumption. The retail environment in many Western 
nations had become increasingly challenging, and the balance of power 
was shifting away from the large-scale manufacturers of branded foods and beverages and toward nationwide supermarket and discount chains. Increasingly, retailers found themselves in the unfamiliar position of playing off against each other manufacturers of branded foods, thus 
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bargaining down prices. Particularly in Europe, this trend was 
strengthened by the successful introduction of private-label brands by 
several of Europe’s leading supermarket chains. The results included 

increased price competition in several key segments of the food and 
beverage market, such as cereals, coffee, and soft drinks. 

At Nestlé, one response has been to look toward emerging 
markets in Eastern Europe, Asia, and Latin America for growth 
possibilities. In general, the company’s strategy has been to enter 
emerging markets early—before competitors—and build a substantial 
position by selling basic food items that appeal to the local population 
base, such as infant formula, condensed milk, noodles, and tofu. By 

narrowing its initial market focus to just several strategic brands, Nestlé 

claims it can simplify life, reduce risk, and concentrate its marketing 

resources and managerial effort on a limited number of key niches. The 
goal is to build a commanding market position in each of these niches. 
By pursuing such a strategy, Nestlé has taken as much as 85 percent of 
the market for instant coffee in Mexico, 66 percent of the market for 
powdered milk in the Philippines, and 70 percent of the market for 
soups in Chile. As income levels rise, the company progressively 
moves out from these niches, introducing more profitable items, such as 

mineral water, chocolate, cookies and prepared foodstuffs. 

Although the company is known worldwide for several key 
brands, such as Nescafe, it uses local brands in many markets. The 
company owns 8,500 brands, but only 750 of them are registered in 
more than one country, and only 80 are registered in more than 10 

countries. 
While the company will use the same “global brands” in 

multiple developed markets, in the developing world it focuses on 
trying to optimize ingredients and processing technology to local 

conditions and then using a brand name that accepted locally. 
Customization rather than globalization is the key to the company’s 
Strategy in emerging markets. 

Executing the Strategy: Successful execution of the strategy for 
developing markets requires a degree of flexibility, an ability to adapt 
in often unforeseen ways to local conditions, and a long-term 

Perspective that puts building a sustainable business before short-term 

Profitability. In Nigeria, for example, a broken road system, aging 
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trucks, and the danger of violence forced the company to rethink its 
traditional distribution methods. Instead of operating a central 
warehouse, as is its preference in most nations, the company built a 
network of small warehouses around the country. 

With little opportunity for typical Western-style advertising on 
television or billboards, the company hired local singers to go to towns 
and villages offering a mix of entertainment and _ product 
demonstrations. 

China provides another interesting example of local adaptation 
and a long-term focus. After 13 years of talks, Nestlé was formally 
invited into China in 1987 by the government of Heilongjiang province. 
Nestlé opened a plant to produce powdered milk and infant formula 
there in 1990, but quickly realized that the local rail and road 
infrastructure was inadequate and restrained the collection of milk and 
delivery of finished products. Rather than make do with the local 
infrastructure, Nestlé established its own distribution network, known 
as milk roads, between 27 villages in the region and factory collection 
points, called chilling centers. 

Farmers brought their milk—often on bicycles or carts— to the 
centers where it was weighed and analyzed. Unlike the government, 
Nestle paid the farmers promptly. Suddenly the farmers had an 
incentive to produce milk, and many bought a second cow, increasing 
the cow population in the district by 3,000, to 9,000, in 18 months. 
Area managers then organized a delivery system that used dedicated 
vans to deliver the milk to Nestlé’s factory. 

Although at first glance this might seem to be a very costly 
solution; Nestlé calculated that the long-term benefits would be 
substantial. Nestlé’s strategy is similar to that undertaken by many 
European and American companies during the first waves of 
industrialization in those countries. Companies often had to invest in 
infrastructure that we now take for granted to get production off the 
ground. Once the infrastructure was in place in China, Nestlé’s 
production took off. In 1990, 316 tons of powdered milk and infant 
formula were Produced. By 1994, output exceeded 10,000 tons, and the 
company decided to triple capacity. Based on this experience, Nestlé 
decided to build another two powdered milk factories in China and was 
aiming to generate sales of $700 million by 2000. 
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Nestlé is pursuing a similar long-term bet in the Middle East, 
an area in which most multinational food companies have little 
presence. Collectively, the Middle East accounts for only about 2 

percent of Nestlé’s worldwide sales, and the individual markets are 
very small. However, Nestlé’s long-term strategy is based on the 

assumption that regional conflicts will be settled down and 
intraregional trade will expand as trade barriers between countries in 
the region come down. Once that happens, Nestlé’s factories in the 
Middle East should be able to sell throughout the region, thereby 
realizing scale economies. In anticipation of this development, Nestlé 
has established a network of factories in five countries in hopes that 
each will someday supply the entire region with different products. The 
company currently makes ice cream in Dubai, soups and cereals in 
Saudi Arabia, yogurt and bouillon in Egypt, chocolate in Turkey, and 
ketchup and instant noodles in Syria. For the present, Nestlé can 
survive in these markets by using local materials and focusing on local 
demand. The Syrian factory, for example, relies on products that use 
tomatoes, a major local agricultural product. Syria also produces wheat, 
which is the main ingredient in instant noodles. Even if trade barriers 
don’t come down soon, Nestlé has indicated it will remain committed 
to the region. By using local inputs and focusing on local consumer 
needs, it has earned a good rate of return in the region, even though the 
individual markets are small. 

Despite its successes in places such as China and parts of the 
Middle East, not all of Nestlé’s moves have worked out so well. Like 
several other Western companies, Nestlé has had its problems in Japan, 
where a failure to adapt its coffee brand to local conditions meant the 
loss of a significant market opportunity to another Western company, 
Coca-Cola. For years, Nestlé’s instant coffee brand was the dominant 
coffee product in Japan. In the 1960s, cold canned coffee (which can be 
purchased from soda vending machines) started to gain a following in 
Japan. Nestlé released the product as just a coffee-flavored drink, rather 
than the real thing, and declined to enter the market. Nestlé’s local 
partner at the time, Kirin Beer, was so disappointed at Nestlé’s refusal 
to enter the canned coffee market that it broke off its relationship with 
the company. In contrast, Coca-Cola entered the market with Georgia, a 
product developed specifically for this segment of the Japanese market. 

By leveraging its existing distribution channel, Coca-Cola captured a 
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40% share of the $4 billion a year market for canned coffee in Japan. 
Nestlé, which failed to enter the market until the 1980s, has only a 4% 

share. 
While Nestlé has built businesses from the ground up in many 

emerging markets, such as Nigeria and China, in others it will purchase 
local companies if suitable candidates can be found. The company 
pursued such a strategy in Poland, which it entered in 1994 by 
purchasing Goplana, the country’s second largest chocolate 
manufacturer. With the collapse of communism and the opening of the 
Polish market, income levels in Poland have started to rise and so has 

chocolate consumption. Once a scarce item, the market grew by 8% a 
year throughout the 1990s. To take advantage of this opportunity, 
Nestlé has pursued a strategy of evolution, rather than revolution. It has 
kept the top management of the company staffed with locals—as it does 
in most of its operations around the world—and carefully adjusted 
Goplana’s product line to better match local opportunities. At the same 
time, it has pumped money into Goplana’s marketing, which has 
enabled the unit to gain share from several other chocolate makers in 
the country. Still, competition in the market is intense. Eight 
companies, including several foreign-owned enterprises, such as the 
market leader, Wedel, which is owned by PepsiCo, are competing for 
market share, and this has depressed prices and profit margins, despite 
the healthy volume growth. 
Source: http://highered.mcgraw- 
hill.com/sites/dl/free/0072873957/ 121268/Hill4e_506_509.pdf 

Questions: 
1. Does it make sense for Nestlé to focus its growth efforts on emerging 
markets? Why? 
2. What is the company’s strategy with regard to business development 
im emerging markets? Does this strategy make sense? 
3. What market entry strategies did Nestle use? 
4. How would you describe Nestlé’s strategic posture at the corporate 
level; is it pursuing a globalization strategy, a multidomestic strategy, or a transnational strategy? 
5. Does this overall strategic posture make sense given the markets and 
countries that Nestlé participates in? Why? 
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CHAPTER 4: MANAGERIAL ETHICS AND CORPORATE 
SOCIAL RESPONSIBILITY 

Ethics is difficult to define in a precise way. In general sense, 
ethics is the code of moral principles and values that governs the 
behavior of people with respect to what is right or wrong. Ethics sets 
standards to what is good or bad in conduct and decision making. 
Ethics deals with internal values that are a part of corporate culture and 
shapes decisions concerning social responsibility with respect to the 
external environment. An ethical issue is present in a situation when the 
actions of a person or organization may harm or benefit others. 

Because ethical standards are not codified, disagreements and 
dilemmas about proper behavior often occur. Ethical dilemma arises in 
a situation when each alternative choice or behavior is undesirable 
because of potentially negative ethical consequences. Right or wrong 
cannot be clearly identified. And a person who must make an ethical 
choice in an organization is the moral agent. For example, suppose the 
teacher discovered that you and your friend have absolutely same 
homework. Just a few minutes before the lesson you rewrote homework 

from your friend. The teacher wants to know who was cheating from 
whom. But you both keep silence because you are friends and, as result, 

the teacher gives F for homework to both of you because you are both 
guilty. Is it ethical from your side not to confess? 

Business Ethics 

Business ethics is the behavior that a business brings to its daily 
dealings with the world. The ethics of a particular business can be 
diverse. They apply not only to how the business interacts with the 
world at large, but also to their one-on-one dealings with a single 

Customer. 

Many businesses have gained a bad reputation just by being in 
business. To some people, businesses are interested in making money, 
and that is the bottom line. But making money is not wrong in itself. It 
is the manner in which some businesses conduct themselves to get this 

money that brings up the question of ethical behavior. 

Good business ethics should be a part of every business. There 
are many factors to consider. When a company does business with 
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another that is considered unethical, does this make the first company 
unethical by association? Most people would say yes, the first business 
has a responsibility and it is now a link in the chain of unethical 
businesses. 

Many global businesses, including most of the major brands 
that the public use, can be seen not to think too highly of good business 
ethics. Many major brands have been fined millions for breaking ethical 
business laws. Money is the major deciding factor. 

If a company does not follow business ethics and breaks the laws, they usually end up being fined. Many companies have broken 
anti-trust, ethical and environmental laws and received fines worth millions. The problem is that the amount of money these companies are making outweighs the fines applied. Billion dollar profits blind the companies to their lack of business ethics, and the dollar sign wins. 

A business may be a multi-million seller, but does it use good business ethics and do people care? There are popular soft drinks and fast food restaurants that have been fined time and time again for unethical behavior. Business ethics can be applied to everything from the trees cut down to make the paper that a business sells to allow importing coffee from certain countries. 
In the end, it may be up to the public to make sure that a company follows correct business ethics. If the company is making large amounts of money, they may not wish to pay too close attention to their ethical behavior. There are Many companies that pride themselves in their correct business ethics, but in this competitive world, they are becoming very few and far between. 

Unethical Behavior - It's Impact on Today's Workplace 

lines, duplicating software for use at home, falsifying the number of hours worked, or much more serious and illegal practices, such as stealing money from the business, or falsifying business records. 
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Though there is sometimes a difference between behaviors that 
are unethical and activities that are actually illegal, it is up to the 
business itself to decide how it deals with unethical behavior — legal or 
not. Many employees find that discovering unethical behavior among 
co-workers actually tests their own values and ethical behaviors. After 
all, unethical behavior that is not illegal frequently falls in a grey area 
between right and wrong that make it difficult to decide what to do 
when it is discovered. Furthermore, different people have different 
views regarding what is ethical and what is unethical. For example, 
some people feel that it is alright to tell a little "white lie", or to make 
one long distance call on the company's phone line, as long as they can 
justify it in their mind. 

When employees discover other employees doing something 
that they know is wrong by the company's standards, their own sense of 
what is right and what is wrong instantly comes into question. That 
employee needs to consider is how s/he feels about that particular 
activity, as well as informing about that activity, or turning a blind eye. 

Even by deciding to do something about it, the employee who 
has discovered the unethical behavior is presented with a number of 
difficult choices. Should the employee speak to the individual directly, 
or should the employee head directly to a company supervisor? 

To make this decision a bit easier, many companies have 
adopted several techniques that allow for the management of unethical 
activities. The first step is to create a company policy, in writing, that is 
tead and signed by each employee. This erases most feelings of 
ambiguity when it comes to deciding what to do after witnessing an 
unethical behavior. 

The second is to give a clear outline of what is expected of the 
Person who has discovered the unethical behavior. It should include the 
person who should be contacted, and how to go about doing it. With 
Clear instructions, there will be less hesitation in reporting unethical 
activities, and then they can be dealt with quickly and relatively easily, 
before they develop into overwhelming issues. 

Furthermore, the consequences of unethical behaviors should 
be clearly stated. This way, both the person doing the activity, and the 
Witness to the activity will be well aware of the way that things will be 
dealt with, and there won't be any risk of someone not reporting 
unethical behavior because they're afraid that the guilty person will be 
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unfairly treated. Communication is a key in the proper management of 
unethical behavior in today's workplace. 

Criteria for Ethical Decision Making 

Most ethical dilemmas involve a conflict between the needs of 
the part and the whole ~ the individual versus the organization or the 
organization versus society as a whole. Managers use 4 ethical 
approaches as criteria for ethical decision making: utilitarian approach, 
individualism approach, moral-rights approach, and Justice approach. 

1. Utilitarian Approach implies that behavior is moral if it produces the 
greatest utility for the greatest number of people. 

Under this approach, a decision maker while making his 
decision should choose the best alternative that will satisfy the greatest 
number of people. In crisis situation, utilitarian approach is often used. 
For example, the CEO of the company may face an ethical dilemma to 
fire 50% of staff or decrease salary of all employees and leave everyone 
with the organization. An ethical decision from the utilitarian point of 
view is to decrease salary of all employees in order to keep at work as 
many people as possible. The greatest number of people will benefit 
from this decision. 
7 Medical company may use utilitarian approach for ethical 

decision making in the following way: it may refuse from conducting 
expensive operations in order to provide cheaper services for a larger 
number of people, but those who need expensive operations may suffer 
and even die. 

2, Individualism Approach implies that behavior is moral if it serves individual’s long-term interests, which eventually leads to the greater good. 
______ This approach is an opposite of the utilitarian approach. Here it is implied that a decision maker while making his decision should choose the best alternative that will satisfy individuals to a larger degree. Individualism is believed to lead to honesty and integrity because that works best in the long run. Individualism finally leads to behavior toward others that fits standards of behavior people want toward themselves. 
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For example, the CEO of one company stopped providing all 
employees with fringe benefits such as compensation for lunch and 
petrol when he found out that the child of one of his subordinates had 
cancer and needed money for treatment. No one in the organization 
resisted this decision although they all lost benefits. This money could 

save life of a child. In this way individualism approach was used that 
produced the greatest utility for one individual in the long run. 

3. Moral-Rights Approach implies that behavior is moral if it does not 
violate the rights of people. 

Each individual has his own moral rights: right to privacy, the 
right of freedom, the right of free speech, the right to life and safety. So 
to make ethical decisions managers must avoid interfering with the 
basic moral rights of others. 

To make ethical decisions, managers need to avoid interfering 
with the fundamental rights of others. For example, eavesdropping 
violates the right to privacy. 

4. Justice Approach implies that behavior is moral if it is based on 
Standards of equity and fairness. 

Individuals must be treated equally from moral rights point of 
view but they should be treated differently according to their skills and 
qualifications, they should not receive different salary for performing 

Similar tasks, and individuals should not be responsible for the tasks 
over which they do not have control. For example, men and women 
should not receive different salaries if they are performing the same 
job, but more qualified and experienced individuals should receive 
higher salary than those with less expertise. Most laws that are guiding 
human resource management are based on the justice approach. 

Three Levels of Personal Moral Development 

When managers are accused of lying, cheating, or stealing, the 
blame is usually placed on the individual. Individuals choose whether 
to steal or not to steal, whether to cheat or not to cheat. But actually 

individual moral principles and individual personality are not the only 
factors that affect their behavior. These are organizational values, 
attitudes, beliefs, norms, and behavioral patterns or briefly saying 
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organizational culture that can affect individual’s moral behavior. Each 
manager brings specific personality and behavioral traits to the job. 
Personal needs, family influence, and religious background all shape a 
manager’s value system. Specific personality characteristics, such as 
ego strength, self-confidence, and a strong sense of independence, may 
enable managers to make ethical decisions. 

One important personal trait is the stage of moral development. A simplified version of one model of personal development is shown in 
Figure 4.1. Managers can make decisions at three levels preconventianal, conventional, and postconventional. 

Preconventional level: Managers are mostly concerned with themselves, they blindly follow the rules to avoid punishment, and they act in their own interest in order to get rewards. What is important for managers here is just task accomplishment. 

Conventional level: Managers try to satisfy expectations of other people; they want to seem good to other people. If their colleagues, family, friends, and Society think that such kind of behavior is good, they behave in that way. So here it is important group cooperation. 

Postconventional level: managers are guided by their internal values and beliefs, and they disobey rules and laws that violate their interests. Their internal values for them are more important and they will act in 

Figure 4.1 — Three Levels of Personal Moral Development 

Level 3: 

Postconventional 

Level 2: 
Follow self-chosen Conventional Principles of justice and 
right. Aware that people 
hold different values and 
seeks creative solutions to 
ethical dilemmas. 
Balances concern for 
individual with concern 

Level 1: 

Preconventional Lives up to expectations of others. Fulfills duties 
and obligations of social 
system. Upholds laws. 

Follows rules to avoid 
punishment. Acts in 
own interest. Obedience 
for its own sake. 

for common fgood. | 
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an ethical way regardless of expectations from others inside and outside 
the organization. Here managers empower employees so that they can 
fully participate in management of organization (servant leadership — 
employee leadership). 

The great majority of, managers operate at level two. A few 
have not advanced beyond level one. Only about 20% of adults reach 
the level-three stage of moral development. People at level three are 
able to act in an independent, ethical manner regardless of expectations 
from others inside or outside the organization. Managers at level three 
of moral development will make ethical decisions whatever the 
organizational consequences for them. 

Corporate Social Responsibility (CSR) 

Now let’s turn to the issue of social responsibility. In one sense, 
the concept of corporate social responsibility, like ethics, is easy to 
understand: it means distinguishing right from wrong and doing right. It 
means being a good corporate citizen 

Corporate social responsibility is the obligation of an organization to 
make such decisions and actions that will contribute to the welfare and 
interests of society as well as the organization. 

Corporate social responsibility can be a difficult concept to 
understand, because different people have different beliefs as to which 
actions improve society’s welfare. For example, is it socially 
responsible for the stronger corporation to drive the weaker one into 
bankruptcy? No, it’s unethical. Employees of the bankrupt company 
will lose their jobs; society will not get products/services that were 
Produced by that organization. Or consider companies such as Chiquita, 
Kmart, or Global Crossing, all of which declared bankruptcy — which is 
perfectly legal — to avoid financial obligations to suppliers, customers, 
Sovernment, and employees. It is completely unethical to avoid 
financial obligations. 

One reason for the difficulty understanding social responsibility 
is that managers must answer the question, “Responsibility to whom?” 
“Responsibility to stakeholders.” 
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Stakeholder — any person or group within or outside the organization 
that has a stake in the organization’s performance. 

Each stakeholder has a different interest in the organization. 
For example, Wal-Mart uses aggressive tactics with suppliers so that it 
is able to provide low prices for customers. Some stakeholders see this 
as responsible corporate behavior because it benefits customers and 
forces suppliers to be more efficient. Others, however, argue that the 
aggressive tactics are unethical and socially irresponsible because they 
force U.S. manufacturers to lay off workers, close factories, and outsource from low-wage countries. For instance, Wal-Mart now 
purchases nearly 10% of all Chinese imports to the United States. One 
supplier said clothing is being sold so cheaply at Wal-Mart that many U.S. companies could not compete even if they paid their employees 
nothing. 

Most organizations are influenced by a variety of stakeholder groups. Investors and shareholders, employees, customers, suppliers, and government are considered primary stakeholders, without whom the organization cannot survive (Figure 4.2). 

Fach stakeholder has a different interest in the organization: - employees expect work Satisfaction, good salary, and good 
treatment; 

- investors, shareholders, and suppliers expect managerial efficiency and effectiveness to achieve profits; ~ customers expect quality, safety and availability of goods and services; 
~ §0vernment expects compliance with the 

protection, environment protection laws) 
law (consumer 

Figure 4.2 — Primary Organizational Stakeholders 

Shareholders 

_ Employees 

Investors +—- Organization —“_, 

Government 

Customers 

Suppliers 
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If any of these stakeholders is dissatisfied then it will threaten 
organization’s performance. Socially responsible organizations 
consider the effects of their actions on all stakeholder groups. 

Evaluating Corporate Social Performance 

A model for evaluating corporate social performance is 
presented in Figure 4.3. The model indicates that total corporate social 
responsibility can be subdivided into four primary criteria — economic, 
legal, ethical, and discretionary responsibilities. These four criteria fit 
together to form the whole of a company’s responsiveness. Managers 
and organizations are typically involved in several issues at the same 
time, and a company’s ethical and discretionary responsibilities are 
increasingly considered as important as economic and legal issues. 

Economic Responsibility: the first criterion of social responsibility is 
€conomic responsibility. The business institution is the basic economic 
unit of society. Its responsibility is to produce goods and services that 
Society wants and generate profits for owners and shareholders. 
Economic responsibility is called the profit-maximizing view. 

Figure 4.3 — Total Corporate Social Responsibility 

Discretionary Responsibility 
Contribute to the community and 

quality of life 

Ethical Responsibility Total 
Be ethical. Do what is right. Corporate 

Avoid harm. 
Social 

Responsibility 
Legal Responsibility 

Obey the law 

Economic Responsibility 
Be profitable 
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Legal Responsibility: all modern societies have rules, laws, and 
regulations that businesses are expected to follow. Legal responsibility 
defines what society believes important with respect to appropriate 
corporate behavior. Businesses are expected to fulfill their economic 
goals with the legal framework. Organizations that knowingly break the 
law are poor performers in this category. Internationally manufacturing 
defective goods or billing a client for work not done is illegal. 

Ethical Responsibility: it includes behaviors that are not necessarily 
codified into law and may not serve the corporation’s direct economic 
interests. As described earlier in this chapter, to be ethical, organization 
decision makers should act with equity, fairness, and impartiality, respect the rights of individuals, and provide different treatment of individuals only when relevant to the organization’s goals and tasks. Unethical behavior occurs when decisions enable an individual or company to gain at the expense of other people or society as a whole. 

Discretionary Responsibility: this responsibility is purely voluntary and is guided by a company’s desire to make social contributions not mandated by economics, law, or ethics. Discretionary activities include generous’ contributions that offer no payback to the company and are not expected, for example, charity and sponsorship. Discretionary responsibility is the highest criterion of social responsibility, because it goes beyond social expectations to contribute to the community’s welfare. 

Building Ethical and Socially Responsible Company 

1. Ethical Individuals: Managers who a individuals make up the first pillar. These indi and integrity, which is reflected in their behavi 

Te essentially ethical 
viduals possess honesty 
or and decisions. People 
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inside and outside the organization trust them because they can be 
relied upon to follow the standards of fairness, treat people right, and be 
ethical in their dealings with others. Ethical individuals strive for a high 
level of moral development, as discussed earlier in the chapter. 

However, being a moral person and making ethical decisions is 
not enough. Ethical managers also encourage the moral development of 
others. They try to focus the entire organization’s attention on ethical 
values and create an organizational environment that encourages, 
guides, and supports the ethical behavior of all employees. Two 
additional pillars are needed to provide a strong foundation for an 
ethical organization: ethical leadership and organizational structures 
and systems. 

2. Ethical Leadership: the primary way in which leaders set the tone 
for an organization’s ethics is through their own behavior. If people 
don’t hear about values from top management, they get the idea that 

Figure 4.4 — The Three Pillars of an Ethical Organization 

——— 

| Ethical Organization 
J J | J 

Ethical Ethical Structures 
Individuals Leadership and Systems 

-act with -uphold -corporate 
integrity; ethical values culture; 

-behave -communicate -code of 
honestly; about ethics ethics; 
-have high and values; -ethics 
level of moral -reward committee; 
development ethical -ethics 
-inspire trust behavior and training; 

punish -whistle- 
unethical blowing 
hehavior mechnisms 

L ] CL J a | 
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ethical values are not important in the organization. Using performance 
reviews and rewards effectively is a powerful way for managers to 
signal that ethics is important. Continuously rewarding ethical behavior ‘: 
and punishing unethical conduct at all levels of the company is a 
critical component of providing ethical leadership. i! 

3. Organizational Structures and Systems: the third pillar of ethical j 
organizations is the set of tools that managers use to shape values and | 
promote ethical behavior throughout the organization. Three of these 
tools are codes of ethics, ethical structures, and mechanisms for 
supporting whistle-blowers. 

Y Code of Ethics - a formal statement of the company’s values 
concerning ethics and social issues; it communicates to 
employees what the company stands for. 
Codes of ethics state the values or behaviors that are expected 
and those that will not be 
management’s actions. 

tolerated, supported by 

VY Ethical Structures represent the various systems, positions, and 
programs a company can undertake to implement ethical 
behavior. Ethics training programs also help employees deal | 
with ethical questions and translate the values stated in a code of ethics into a written code of ethics. For example, Boeing 
requires all employees to go through ethics training each year, at Boeing, senior managers get at least five hours annually. 

A strong ethics program is important, but it has no guarantee against mistakes. For example, Enron implemented 4 well-developed ethics program, but managers failed to live with it. Enron’s problems sent a warning to other managers and : organizations. It is not enough to have an impressive ethics } program. The ethics program must be merged with day-to-day | operations, encouraging ethical decisions to be made | 

| 

throughout the company. 

v Whistle-Blowing — employee disclosure of illegal, immoral, of ! illegitimate practices to the employer. No organization can rely : exclusively on codes of conduct and ethical structures tO. 
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prevent unethical behavior. Holding organizations accountable 
depends to some degree on individuals who are willing to blow 
the whistle when they detect illegal, dangerous, or unethical 
activities. Whistle-blowers often report wrongdoing to 
outsiders, such as regulatory agents, senators, or newspaper 
reporters. Some firms have instituted innovative programs and 
confidential hotlines to encourage and support internal whistle- 
blowing. For this to be an effective ethical safeguard, however, 
companies must view whistle-blowing as benefit to the 
company and make dedicated efforts to protect whistle- 
blowers. When there are no protective measures, whistle- 
blowers suffer. Although whistle-blowing has become 
widespread in recent years, it is still risky for employees, who 
can lose their jobs, be ostracized by coworkers, or be 
transferred to lower-level positions. 

[ Key Terms 

Individualism approach 
Justice approach 

Code of ethics 
Corporate social responsibility 
Discretionary responsibility Legal responsibility 
Economic responsibility Moral-rights approach 
Ethical responsibility Stakeholder 
Ethical structure Utilitarian approach 
Ethics Whistle-blowing 

Discussion Questions [ 
1. Compare and contrast the utilitarian approach with the moral-rights 
approach to ethical decision making. Which do you believe is the best 
for managers to follow? Why? 

2. Imagine yourself in a situation of being encountered to inflate your 
€xpense account. Do you think your choice would be most affected by 
individual moral development or by the cultural values of the company 
for which you worked? Explain. 
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3. Is it socially responsible for organizations to undertake political ; activity or join with others in a trade association to influence the | government? Discuss. 
i! 4. From where do managers derive ethical values? What can managers do to help define ethical standards for the corporation? 5. Have you ever experienced an ethical dilemma? Evaluate the | dilemma with respect to its impact on other people. | 6. Lincoln Electric considers customers and employees to be more | important stakeholders than Shareholders, Is jt appropriate for | management to define some stakeholders as more important than } others? Should all stakeholders be considered equal? 

L 
| 
! 
H 

| J 
Practical Exercise: Ethical Dilemmas 

| 
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1 
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i 
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, 
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1 

\ 
| 

What would you do? (Try to find the most ethical solution) r 
| 1) A top employee at your small company tells you that he needs some : time off because he has AIDS. You 

| as well as the health insurance benefits. Providing self-insurance has 

know the employee needs the job; 
already stretched the company’s budget. You know that the court has | 

The division manager asks you not to reco What would you do? 
3) As a sales manager for a major 

costs 25% less. Can cone “ttective than an : o Iss. an you in ood ‘ence | aggressively promote the $2,500-per-dose drug? If you 4 conscient : 
lives be lost that mi ht ha 

wi 
ve been Save 

i in 
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4) Your company is hoping to build a new overseas manufacturing plant. You could save about $5 million by not installing standard pollution control equipment that is required by law. The plant will employ many local workers in a poor country where jobs are scarce. Your research shows that pollutants from the factory could potentially damage the local fishing industry. Yet building the factory with the pollution control equipment will likely make the plant too expensive to build. 
5) You have been collaborating with a fellow manager on an important Project. One afternoon, you walk into his office a bit earlier than scheduled and sec sexually explicit images on his computer monitor. The company has a zero-tolerance sexual harassment policy, as well as Strict guidelines regarding personal use of the Internet. However, your colleague was in his own office and not bothering anyone else. 

CASE STUDY: Business Ethics and Corporate Social 
Responsibility 

- 

is one of the world’s leading mining (eS) AMERICAN companies. It is a UK public. limited 
company and operates on a global scale. 

Anglo American operates throughout the world. It has 
extensive operations in Africa, where 76% of its employees live. It is 
also a major employer in Europe. As a primary producer, Anglo American plays an important role in the world economy. Anglo American produces five main types of raw material. 

Anglo American Products 

Base Metals Ferrous Metals Platinum Coal Mata 
These include Iron ore, used to | Used in jewelry | Used to general Tarmac Copper, zinc and make steel. and products about 40% of produces nickel. Copper is such as auto- the world’s aggregates and Used in wires, catalysts. These electricity. asphalt used in Cables, tubes and reduce the road building as Pipes. pollution from well as ready- 

vehicle mixed concrete, 
emissions. 
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communities to mining development — a ‘social license’ to operate. 
_ The company believes that it has an important role to play in 

building the capabilities of the communities where it works. Issues such 1 
as combating corruption and promoting revenue transparency are high r 
on the company’s business agenda. This case study shows how Anglo |: 
American seeks to make ethical choices in its business practice. r 

. Business ethics: business ethics refers to moral principles that 
guide the way a business behaves. The same principles that determine : 
an individual’s actions also apply to business. Acting in an ethical way : 
involves distinguishing between ‘right’ and ‘wrong’ and then making ! the ‘right’ choice. It is relatively easy to identify unethical business ! practices. For example, companies should not use child labor. They !: should not unlawfully use copyrighted materials and processes. They ; should not engage in bribery. However, it is not always easy to create | similar hard-and-fast definitions of good ethical practice. A company ; must make a competitive return for its shareholders and treat its: employees fairly. However a company also has wider responsibilities. It should minimize any harm to the environment and work in ways that do not damage the communities in which it operates. This is known aS! corporate social responsibility. 

consultation with governmen 
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All companies need to make a profit. However, Anglo 
American recognizes that this objective must take account of ethics as 
shown in its statement on corporate responsibility: 
‘Though providing strong returns for our shareholders remains our 
prime objective, we do not believe that these can or should be achieved 
at the expense of social, environmental and moral considerations. 
Indeed a long-term business such as ours will only thrive if it also takes 
into account the needs of other stakeholders such as governments, 
employees, suppliers, communities and customers.’ 

Employees 

Governments i Communities 

Profits for shareholders 

consider the needs of 

stakeholders 
Suppliers Customers 

Stakeholders: An important process used by Anglo American is that of 
Stakeholder engagement. This enables it better to understand the 
perspectives and priorities of external groups that are affected by its 
activities and to factor them into its decision-making processes. 

Recently Anglo American has had to undertake two such 
relocations in South Africa at the villages of Ga Pila and Motlhotlo. 
These were undertaken with the support of the provincial government 
and after consultation with local people lasting for several years leading 
to agreement with each householder. New villages have been built with 
better houses and infrastructure and more land for farming. The 
relocation program was voluntary. The relocation programme at 

Motlhotlo is still under way but at Ga Pila 98% of those living in the 
old village took up the offer to move to the new village. 

Social and economic issues: Businesses have great potential to 
transform people's lives and to alleviate poverty through generating 
economic growth. They produce goods and services that customers 
want and they create jobs. Through paying taxes, they contribute to 
government revenue that can finance schools, hospitals and other public 

services. However, a business must keep in tune with the wishes of the 
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societies it serves or it runs the risk of alienating its shareholders, 

stakeholders and customers. This would be bad for business, reducing ‘; 
growth and potentially affecting profit. Anglo American has to deal : 
with many different levels of interest when setting up a new project. 
This includes, for example, the owners of the land and the people and 
services in the area. 

Governments in the developing world face many challenging 
social and economic problems. They need companies that are ready to |: 
be part of the solution. Anglo American believes that it can support |. 
governments in reducing poverty and inequality and in improving | 
health and welfare. 

In South Africa, the company has been a major campaigner for 
AIDS education. It was the first major company in South Africa to 
announce that it would provide free anti-retroviral drugs to its HIV- ! 
positive employees. It now has the largest workplace HIV/AIDS 
education, voluntary testing and treatment program in the world. After 
running the program for five years studies have shown that the program 
has become self-financing through reducing deaths and the attendant 
loss of skills and cutting absenteeism rates by boosting the health of | 
infected workers. 

Most business activity incurs financial costs such as equipment 
and labor. Non-financial costs include noise and impact on the : 
environment. There is a financial cost to acting ethically. To engage : 
stakeholders takes time and money. Mining in ways that minimize ' 
environmental impacts is more e | 
regardless of impact.An ethical business also recognizes its’ responsibility for minimizing the non-financial costs. i : There are enormous benefits of ethical behavior. Anglo| American establishes goals each yea i 
preccan establish year for sustainable development: 

v working without fatal accidents 
v eliminating occupational diseases : v Increasing diversity in the workplace , v increasing the benefits of mi 

5 v moreasing energy efficiency 
y working towards these goals, Anglo i in 8 oe eth advantage. By demonstrating a inowe cane we custenabl | approach, the company is able to differentiate itself from rival mining’ 

ning for local communities 
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xpensive than extracting resources :. 

companies. It makes Anglo American more likely to be the partner of 
choice for many governments and communities in the developing 
world. This puts the company in a stronger position. All stakeholders 
benefit — shareholders, employees, governments, local communities and 
suppliers. 
Source: http://www.thetimes 100.co.uk/case-study--business-ethics- 
corporate-social-responsibility--65-332-6.php 

Questions: 
1. What is business ethics? Give two examples of business practices 
that stakeholders would regard as ethical and two that might be 

considered unethical. 
2. The benefits of ethical business behavior affect the business itself 
and the wider community. Taking an example of an Anglo American 
business project, identify the benefits to each company’s shareholder. 
3. How is Anglo American’s reputation enhanced by engaging with 
local communities in decision-making? Why is it important for this 
engagement to be an ongoing process? 
4. Some business decisions involve a careful balance of social, 

economic and environmental considerations. Evaluate how Anglo 
American achieves that balance, using examples from the case study. 
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CHAPTER 5: PLANNING AND STRATEGIC MANAGEMENT 

One of the primary responsibilities of managers is to decide 

where the organization should go in the future and how to get it there. 

But how do managers plan for the future in a constantly changing 

environment? In some organizations, typically small ones, planning is 

informal. In others, managers follow a well-defined planning 

framework. The company establishes a basic mission and develops 

formal goals and strategic plans for carrying it. Companies such as 
Royal Dutch/Shell, IBM, and United Way undertake strategic planning 
each year by reviewing their missions, goals, and plans to meet 
environmental changes or the expectations of stakeholders. Many of 
these companies develop contingency plans for unexpected 
circumstances and disaster recovery plans for what the organization 
would do in the event of major disaster such as a hurricane, earthquake, | 
or terrorist attack. 

Of the four management functions — planning, organizing, : 
leading, and controlling — described in Chapter 1, planning is 
considered the most fundamental. Everything else starts from planning. 

Hierarchy of Goals and Plans 

Goal — a future state that the organization wants to achieve. 
Plan — a set of actions a company will take to achieve this goal. 

_ Goals usually refer to profitability, productivity, growth, 
efficiency, markets, organizational structure, employee welfare and 
social _Tesponsibility. A plan specifies the necessary resource 
allocations, schedules, tasks, and other actions. Goals specify future 
ends; plans specify today’s means. The word planning usually 
incorporates both ideas; it means determining the organization’s goals 
and defining the means for achieving them. 

For example, a company may have the following goal and plan: : 
Goal: to increase market share by 5% in 3 years 
Plan: ~> to improve customer service: 

> to improve quality of products: 
> to open a new affiliate in Southern Kazakhstan; 
> to hire qualified marketers for marketing research. 
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Figure 5.1 - Hierarchy of Goals and Plans in the Organization 

Mission 

Statement 

Strategic Goals/Plans 
Top Management 

(Organization as a Whole) 

Tactical Goals/Plans 
Middle Management 

(Major Divisions, Departments) 

Operational Goals/Plans 
First-Line Management 

(Working groups, Individuals) 

Figure 5.1 illustrates the levels of goals and plans in an 

organization. The planning process starts with a formal mission that 

defines the basic purpose of the organization, especially for externa
l 

audiences. The mission is the basis for the strategic (company) level of 

goals and plans, which in turn shapes the tactical (divisional) level and 

the operational (departmental, individual) level. Top managers are 

typically responsible for establishing strategic goals and plans that 

reflect a commitment to both organizational efficiency and 

effectiveness. Tactical goals and plans are the responsibility of middle 

managers, such as the heads of major divisions or functional units. A 

division manager will formulate tactical plans that focus on the major 

actions the division must undertake to fulfill its part in the strategic plan 

set by top management. Operational plans identify the specific 

procedures or processes needed at lower levels of the organization
, such 

as individual departments and employees. First-line managers and 

supervisors develop operational plans that focus on specific tasks and 

processes to meet tactical and strategic goals. 
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Definitions: 
Strategic goals — goals that define what the whole company wants to f 
achieve. They are set by top managers for the entire organization. 
Tactical goals — goals that should be achieved by major divisions and 
departments in order to attain strategic goals. Tactical goals define what |, 
each division or department should do (accounting, marketing, sales). | 
Operational goals — goals that should be achieved by departments, : 
work groups, and individuals. Operational goals must be precise and 
measurable. Operational goals are stated in quantitative terms, and the 7 
department plan describes how these goals will be achieved. | 
Examples: 
Strategic Goal: 

> To increase sales in the next 5 years by 100% by diversifying 
into new products. 

Tactical Goal: 
> To develop a new product within 2 years (Frozen Food 

Division) 
Operational Goals: 

> To complete marketing research about customer needs and 
wants in 2 months (Marketing Department). 

> To attract new qualified candidates to R&D department for the 
new product development (HR department) 

Planning Time Horizon 
Organizational goals are associated with specific time horizons: : 

The time horizons are long term, intermediate term, and short term™- ; 
Long-term planning includes Strategic goals and may extend as far as 5 
years and more into the future. Intermediate-term planning includes ! tactical goals and has a time horizon of 1-2 years. Short-term planning | includes operational goals for speci indi ! pecific department ji nd | has time horizon of 1 year and less. ° Sang undid ® 2 

Today 1 year 2 years 3 years ne | 4 _ 5 year’ | 
4 
1 

Short-Term Intermediate- Lo Tenn P ; 
Planning Term Planning (Se teole Planning 

(Operational (Tactical goals) rategic goals) 

goals) 
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Organizational Mission and Vision 

At the top of the goal hierarchy is the mission. Mission — the 

organization’s reason for existence. 
The mission describes the organization’s values, purpose, and 

means used to achieve this purpose. A well-defined mission is the basis 
for the development of all subsequent goals and plans. Without a clear 
mission, goals and plans may be developed incorrectly. 

The content of a mission statement often focuses on the market 
and customers. Some mission statements describe corporate values, 
product quality, location of facilities, and attitude toward employees 
and other stakeholders. Mission statements often reveal company’s 

philosophy as well as purpose. 

Examples of Mission Statements 

Suleyman Demirel University 

> Suleyman Demirel University is a privately supported, co- 

educational institution with a worldwide mission. Its major 

commitments are quality programs of undergraduate 

instruction, continuing education, research and public service 

provided at the most reasonable cost to students. The 

University's programs are particularly responsive to the needs 

of individuals, public groups, and agencies in the community; 

all are rapidly adjusting themselves to quickly changing social, 

political and economical environment of the country. 

The University aims to develop and pursue its programs in a 

manner to ensure that eligible students who desire to develop 

and expand their scholastic skills for personal, occupational, or 

professional growth have the opportunity to do so, regardless of 

socio-economic status. Respect for the intellectual potential and 

dignity of students, as individual human beings, without regard 

for racial, ethnic, or cultural background, shall be paramount. 

McDonald’s 

> McDonald’s exists to offer the fast food to customers. The food 

is prepared in the same high-quality manner world-wide, tasty 

and reasonably priced, delivered in a consistent, low-key décor 

and friendly atmosphere 
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Practical Exercise: 
Try to guess which type of business the following mission statements 

belong to: 

1) 

our employees" 

2) 
people, we are able to provide customers with superb value; high- 
quality, relevant technology; customized systems; superior service and 
support; and products and services that are easy to buy and use". 

3) "To provide high quality products that combine 
performance with value pricing, while establishing a successful 
relationship with our customers and our suppliers. To constantly strivé 
to meet or exceed our customer needs and expectations of price 
service, and selection. To this end, we will perform periodic reviews of 

the marketplace to improve our offerings. To stay ahead of the}. 
competition by innovating new products and services based on the 
needs of our customers and market demand." 
4 
solutions and services that provide strategic value to our customers an 
create a company that can attract, recruit and retain smart an 
talented employees. " 

5) —_______ “To provide high quality education and to graduaté 
good specialists who will contribute to the welfare of society” 

6) Our company’s mission is to extend and enhancé 
human life by providing the highest-quality pharmaceutical and relaté 
health care products.” 

Vision — defines where the company wants to be in the future and how 
to get there. 

While a mission statement answers the questions about why thé 
organization exists, what business it is in, and what values guide it, 
vision statement answers the question, “what will success look like?” 

Examples of Vision Statements: 
1) “Within ten years, supp ort and process te hi ; “ror 

; n million risk and ert 
free investment transactio P ° 

ns per year for a million customers" (Bank) 
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"To create a profitable restaurant with an exciting } 
atmosphere, great food, and excellent service where people truly enjoy |. 

coming to eat. To provide a safe, healthy, and rewarding workplace for | 

"With the power of direct and Dell's team of talented |: 
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"To be a profitable provider of high quality software | 

’ 

| 
0 
, 
1 
i} 
' 

, 
' 

| 
t 
‘ 
‘ 
' 

‘ 
{ 
i 
' 
' 
‘ 
‘ 
1 
' 
' 
n 
‘ 
H 

\ . 

2) “Year after year, Kiwi Golf Tours will be widely recognized as the 
premier provider of innovative golf tours and services for Korean golf 
tourists." (Kiwi Golf Tours) 
3) "To be established as one of the top hospitality trainer in the country 
by means of recognition well within and outside the company with 

constant technical & psychological development by higher education 
and greater exposure" (Training Center) 
4) "McDonald's vision is to be the world’s best quick service restaurant 
experience. Being the best means providing outstanding quality, 
service, cleanliness, and value, so that we make every customer in 

every restaurant smile.” (MCDonald’s) 

Strategic Management 

Strategic management is considered one specific type of 
planning. The final responsibility for strategy rests with top managers 
and the chief executive. For an organization to succeed, the CEO must 

be actively involved in making the rough choices and trade-offs that 
define and support strategy. However, senior executives at such 
companies as General Electric, 3M Corp., and Johnson & Johnson want 
middle-managers and lower-level managers to think strategically. Some 
companies are finding ways to get operational workers involved in 
strategic thinking and planning. Strategic thinking means to take the 
long-term view and to see the big picture, including the organization 
and the competitive environment, and to consider how they fit together. 

Understanding the strategy concept, the levels of strategy, and strategy 
formulation versus implementation is an important start toward 
Strategic thinking. 
Strategic management — a process of formulating and implementing 
strategies within an organization that determine the long-run 

performance of a corporation. 

It is the process of identifying the organization's mission, vision 
and objectives, developing and implementing policies and plans which 

are designed to achieve these objectives. 

Strategic management helps the organization to answer such 

questions as “Where is the organization now? Where does the 

organization want to be in the future? What changes are occurring in 
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the competitive environment? What actions will help to achieve 

organizational goals?” 
{ 

| 
| 
{ 

Answers to these questions help managers make choices about | 

how to position their organizations in the environment with respect to; 

rival companies. Superior organizational performance is not a matter of 

luck. It is determined by the choices that managers make. Top 

executives use strategic management to define an overall direction for 

the organization, which is the firm’s grand strategy. Usually that grand 

strategy is one of growth, stability, or retrenchment. 

Grand Strategy 

Grand strategy — the general plan of actions that a company will take. 

Types of grand strategies: 
Y Growth: growth can be promoted internally by investing in 

expansion or externally by acquiring additional businesses. ;. 
Internal _growth includes development of new or changed :. 

products, or expansion of current products into new markets. ; 

External growth typically involves diversification, which? 
ve 
y 

a means the acquisition of businesses that are related to current 
product lines or that take corporation in new areas. For 

example, production of toys => production of clothes fof 

children. A common strategy for international growth is the 
formation of a joint venture or acquisition (Figure 5.2). 
Stability: stability, sometimes called pause strategy, means that 
the organization wants to remain the same size or grow slowlY. 
and in controlled fashion. This strategy is usually used at the: 
resource maturity stage after the organization has undergone 2: 
period of rapid growth. 

through a period of forced decline by either selling off curren! 
business units or liquidating the entire business. Retrenchment 
may happen because of decrease in demand for company’s 
products or services. Liquidation means selling off the busines* 
and its assets, thus terminating its existence. 
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Retrenchment: retrenchment means that the organization goes 

4 

“ 

: 
' 
; 
| 
‘ 
f 
{ 
‘ 

‘. 
1 
i 

! 

Qe 
4 

Figure 5.2 — Internal and External Company Growth 

Growth 

Internal External 

New products New markets Acquisition of 
(produce toys+ (eg. Almaty + businesses 

produce baby Astana affiliate) (e.g. produce toys + 
food) buy a firm producing 

baby food) 

The Strategic Management Process 

The overall strategic management process is illustrated in 
Figure 5.3. It begins when the executives evaluate their current position 
with respect to mission, goals, and strategies. Then, they scan the 

organization’s internal and external environments and identify strategic 

factors that might require change. Internal or external events might 
indicate a need to redefine the mission or goals or to formulate a new 

strategy at the corporate, business, or functional level. The final stage in 
the strategic management process is implementation of the new 

strategy. 

Strategy formulation includes the planning and decision making 

that leads to the establishment and the development of a specific 

strategic plan. Strategy formulation may include assessing the external 

environment and internal problems and integrating results into goals 

and strategy. This is in contrast to strategy implementation, which is the 

use of managerial and organizational tools to direct resources toward 

accomplishing strategic results. Strategy implementation is the 

administration and execution of the strategic plan. Managers may use 

persuasion, new equipment, or changes in organization structure to 

ensure that employees and resources are used to make formulated 

Strategy a reality. 
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Figure 5.3 — The Strategic Management Process 

Identify Strategic 
Factors— 

Opportunities, 

[ 
Evaluate — 
Curent = 
Mission, Goals, 
Strategies © 

Identify Strategic 
Factors— 
Strengths. 
Weaknesses 

Situation Analysis 

Situation analysis — SWOT analysis — analysis of company’s strengths, 
weaknesses, opportunities, and threats that affect organizational 
performance. 

Situation analysis is important to all companies but is crucial to 
those considering globalization because of the diverse environments in 
which they operate. External information about opportunities and 
threats may be obtained from various sources, including customers, 
government reports, professional journals, suppliers, bankers, friends in 
other organizations, consultants, or association meetings. Many firms 
hire special scanning organizations to provide them with newspapet 
clippings, internet research, and analysis of relevant domestic and 
global trends. Executives require information about internal strengths 
and weaknesses from various reports, including budgets, financial 
ratios, profit and loss statements, and surveys of employee attitudes and 
satisfaction. Through frequent face-to-face discussions and meetings 
with people at all hierarchical levels, executives build an understanding 
of the company’s internal strengths and weaknesses. 
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Strengths — positive 
Weaknesses — negative 

Opportunities — positive 

Threats — negative 

} internal 

} external 

What can be organizational strengths and weaknesses? 

factors 

v access to raw materials v leadership 
¥ advertising ¥ location 
¥ board of directors ¥ management 
¥ company reputation ¥ organizational structure 

¥ computer information system ¥ physical facilities/equipment 
¥ control systems ¥ product differentiation 
Y costs ¥ promotion 
¥Y decision making ¥ quality control 
¥ distribution ¥ research and development 

v financial resources v selling 

¥ human resources : technology 
v labor relations inventory management 

What can be external factors that contribute to opportunities and 

threats? 

Competitive factors, technological factors, socio-cultural 

factors, economic factors, and legal-political factors. These factors or 

forces have a direct impact on markets in which companies are 

operating. 

Formulating Strate 

The strategic management process is typically concerned
 with 

development of strategies at three levels: corporate-level strategy, 

business-level strategy, and functional-level strategy. 

Let’s consider Corporation X as an example. The corporation 

has three strategic business units (divisions), Each business unit 

includes four departments: finance, research and development (R&D), 

manufacturing, and marketing. We will see the process of d
eveloping 

the strategy for the whole corporation, each division, and cach 

department (Figure 5.4). er 
Corporate-level strategy focuses on the organization as a whole. 
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Figure 5.4 — Levels of Strategies in the Organization 

Corporate-Level Strategy: 

What business are we in? 
Corporation 

Business-Level Strategy: 

How do we compete? 
{ | 

Textiles Unit Chemicals Unit Auto Parts Unit 

Functional-Level Strategy: 

How do we support the business-level 
strategy? 

{ T I 1 

Finance R&D Production Marketing 

Business-level strategy focuses on each business unit (division) oF 
product line. 
Functional-level strategy focuses on major functional departments | 
within a business unit. 

1, Formulating Corporate-Level Strategy 

In order to formulate a strategy at the corporate level, it 1S 
necessary to make portfolio analysis using the BCG matrix (Figure 5.5) 
Portfolio analysis — evaluation of SBUs (strategic business units) and 
product lines that make up an organization. 
Strategic business unit (SBU) — a division of the organization that has 
a separate mission, product line, competitors and markets relative to 
other divisions in the same organization. 

A company classifies all its divisions according to the growth 
share matrix. Business growth rate shows how rapidly the entire 
industry is increasing. Market share shows whether the business unit 
has a larger or smaller share than competitors. 
Stars have large market share and o 
industry. 

Cash cows exist in a mature, slow- 
businesses in the industry, 

perate in a rapidly growing 

with a large market share. 
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growth industry but are dominant ; 

Figure 5.5 —- The BCG Matrix (Boston Consulting Group). 

High MARKET SHARE Low 

High | sTAaRS QUESTION MARKS 
Generate considerable income New ventures. Risky — few become 

due to rapid growth and stars, others are divested (liquidate, 

expansion. stop). 

Strategy: invest more funds for Strategy: Either invest more funds 

BUSINESS | future growth. to encourage growth or consider 

GROWTH divestment. 

RATE 

CASH COWS DOGS 

Generate strong cash flow. Generate little or no profits. 

Strategy: Milk; use profits to Strategy: Retain if profitable; 

finance growth of stars and otherwise consider divestment. 

question marks. 

Low 

Question marks exist in a new, rapidly growing industry but have only 

a small market share. 

Dogs are poor performers and they have only a small market share in a 

slow-growth industry. 
It is easy to choose the grand strategy for the company and 

formulate business-level strategy by looking at the BCG matrix
. If the 

majority of company’s business units were classified as stars a
nd/or 

question marks, the best grand strategy for the company 1s gro
wth. If 

the majority of business units are cash cows — stability; if dogs — 

retrenchment. 

2. Formulating Business-Level Stra
tegy 

One model for formulating business-level strategy is Mi
chael 

E. Porter’s competitive strategies, which provide a framework for 

business unit’s competitive action. Porter suggests that a company can 

adopt one of three strategies: differentiation, cost leadership, 
and focus. 
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Companies can use the Internet to support and strengthen the strategic 

approach they choose. 

Porter’s Competitive Strategies: 

1. Differentiation strategy — a competitive strategy in which a company }: 

positions its products or services in a unique or different manner than | 

its competitors do. 
In other words, the firm strives to be better at something that |: 

customers value. Differentiation involves an attempt to distinguish the © 
firm’s products or services from others in the industry. The |) 
organization may use advertising, distinctive product features, }, 
exceptional service, or new technology to achieve a product perceived | 
as unique. The differentiation strategy can be profitable becaus¢ | 
customers are loyal and will pay high prices for the product. Examples | 
of products that have benefited from a differentiation strategy include 
Mercedes-Benz automobiles, Maytag appliances, and Tommy Hilfiger | 
clothing which are perceived as distinctive in their markets. 

Companies that pursue a differentiation strategy typically need 
strong marketing abilities, a creative talent, and a reputation fof 
leadership. A differentiation strategy can reduce rivalry with | 

competitors if buyers are loyal to a company’s brand. In addition, | 
differentiation creates entry barriers in the form of customer loyalty that | 
a new entrant into the market would have difficulty overcoming: ' 
Consider the example of eBay. Rather than cutting prices whe? | 
Amazon.com and other rivals entered the online auction business, eBay | 
focused on building a distinctive community, offering customers such . 
services and experiences they could not get on other sites. Customel | 
stayed loyal to eBay rather than switch to low-cost rivals. | 

2. Cost leadership strategy — a competitive strategy in which 4 | 
company strives to be the low-cost producer relative to its competitors | 
in the industry. ! 

With a cost leadership strategy, the organization aggressively 
secks efficient facilities, pursues cost reductions, and uses tight cost} 

controls to produce products more efficiently than competitors. A low: | 

cost position means that a company can undercut competitors’ prices! 
and still offer comparable quality and earn a reasonable profit. Comfott | 
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Inn and Motel 6 are low-priced alternatives to Holiday Inn and Ramada 

Inn. Enterprise Rent-a-car is a low-priced alternative to Hertz. 

For example, the most efficient, low-cost company is in the 

best position to succeed a price war while still making a profit. Low- 

cost leader Dell Computers declared a cruel price war just as the PC 

industry entered its worst slump ever. The result? Dell racked UP $361 

million in profits while the rest of the industry reported losses of $1.1 

billion. 

3. Focus strategy — a competitive strategy in which a company selects 

one or more market segments, identifies customer special needs, wants, 

and interests, and designs a new good or service to meet these needs, 

wants, and interests. 

With a focus strategy, the organization concentrates on a 

specific regional market or buyer group. The company will use 

differentiation or low-cost approach, but only for a narrow target 

market. Low-cost leader Southwest Airlines, for example, was f
ounded 

in 1971 to serve only three cities — Dallas, Houston, and San Anton
io — 

and did not fly outside of Texas for the first eight years of hi
story. 

Managers aimed for controlled growth, gradually moving into 
new 

geographic areas where Southwest could provide 
short-haul service 

from city to city. By using a focus strategy, Southwest was able to gr
ow 

rapidly and expand to other markets. It is now second only to Delta 

Airlines in domestic passenger share. 

Managers consider which strategy will provide thei
r company 

with its competitive advantage. In his studies, Porter fo
und that some 

businesses did not consciously adopt one of these three str
ategies and 

were stuck with no strategic advantage. Without a strategi
c advantage, 

business earned below-average profits compared with
 those that used 

differentiation, cost leadership, or focus strategies. Si
milarly, a recent 

five-year study of management practices in hundreds of businesses 

found that a clear strategic direction was a key factor th
at distinguished 

winners from losers. 

In addition, because the Internet
 is having such a profound 

impact on the competitive environme
nt in all industries, it is more 

important than ever that companies 
distinguish themselves through 

careful strategic positioning in the market
place. The Internet tends to 

increase the cost leadership and differentia
tion advantages by providing 
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new tools for managing costs and giving consumers greater access to 
comparison shopping. However, managers can find ways to incorporate | 
the Internet into their strategic approaches in a way that provides | 
unique value to customers in an efficient way. 

3. Formulating Functional-Level Strategy 

Functional-level strategies are the action plans adopted by 
major departments to support the execution of business-level strategy. |: 
Major organizational functions include marketing, production, finance, 
human resources, and research and development. 

For example, if the company has adopted differentiation || 
strategy and is introducing new products and these products are } 
expected to experience a rapid growth, the human resources department | 
should adopt a strategy appropriate for growth, which involves 
recruiting additional personnel and training middle managers fof 
movement into new positions. The marketing department should 
undertake marketing research and aggressive advertising campaigns. 
The finance department should adopt plans to borrow money, handle 
large cash investments, and authorize construction of new production 
facilities. 

A company with mature products or cost leadership strategy: 
the human resources department should develop strategies for retaining 
and developing a stable workforce, including transfers and promotions. 
Marketing should stress brand loyalty and the development of established, reliable channels. Production should maintain cost reduction. Finance should focus on positive cash balances. 

Example: Textile division issues a new product: 

Differentiation Strategy: 
Recruit additional personnel; 
Train middle managers for new positions; 
Market research; ° 
Aggressive advertising campaign; 
Adopt plans to borrow money; 
Handle large cash investments; 
Money for construction of production facilities. 

} HR Departnent 

Marketing Department 
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| 
| 

. A 
Finance Depart 

Cost Leadership Strategy: 

Retain and develop existing workforce; } HR Department ; 

Stress brand loyalty; Marketing 
Develop established reliable channels of distribution; Department 
Maintain cost reduction } Production Department 
Focus on positive cash balances } Finance Department 

| Key Terms 

Business-level strategy Plan 
Cash cows Portfolio analysis 
Corporate-level strategy Question marks 
Cost leadership strategy Retrenchment strategy 
Differentiation strategy Situation analysis 
Dogs Stability strategy 

Stars External growth 
Focus strategy 
Functional-level strategy 

Strategic business unit (SBU) 

Strategic goals 

Goal Strategic management 

Grand strategy Strategy formulation 

Growth strategy Strategy implementation 

Internal growth SWOT analysis 

Mission Tactical goals 
Vision Operational goals 

Discussion Questions L_ 
1. Assume you are the general manager of a local hotel and have 
formulated a strategy of renting banquet facilities to corporations for 

big events. At a monthly management meeting, your sales manager 

informs the head of food operations that a big reception in one week 

large hall from a meeting room to a banquet 

s — a difficult, but doable operation that will 

extra help. The food operations manager is 

ed earlier. What is wrong here? 

will require converting a 
facility in only 60 minute 

require precise planning and 

angry about not being inform 
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2. Perform a situation (SWOT) analysis for the university you attend. | 
Do you think university administrators consider these factors when | 
devising their strategy? 
3. Which type of grand strategies do the majority of companies adopt | 
during crisis? Explain your point of view. 
4. What is the difference between strategy formulation and strategy 

implementation? 
5. Explain why it is important to develop strategy starting from 
corporate-level through business-level to functional-level, but not vice |: 
versa? 

6. Using Porter’s competitive strategies, how would you describe |: 
strategies of Wal-Mart, Arzan, and Sputnik? Explain. 
7. Pepsi-Cola Company has 5 SBUs: Frito-Lay, Pizza Hut, Taco Bell, |: 
N.A. Van Lines, and Sporting goods. Put these SBUs into the BCG | 
matrix and explain which strategy should be used for each. 

Frito- | Pizza Taco Van Sporting |i. 
Lay Aut Bell Lines 

Market Share 20% 23% 5% 3% 4% 
Mkt Growth Rate | 17% 4% 15% 5% 19% 

Homework J | 

‘ Suppose you have your own business. Write mission and visio? 
statements for your imaginary company. You may choose among thé 
following: 

v y Bookshop v Retailer of autos 
a ower shop v Perfume shop 
y Private echool y Branded clothes shop 

I 
y Retailer of shoes v Camets producer 

akery Y Food for kids 

2. Write examples of tactical . goals, strat ional 
goals. They must be related to each other, °Bic goals, and operation 
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SWOT Analysis: Case of “French House”, Almaty 

Strengths 
¥ Huge assortment of well-known global brands of the luxury class; 

Y Differentiated products: French perfume and cosmetics, prét-a-porter 
apparel, and accessories; 

¥Y Leading position in Kazakhstan market of perfume and cosmetics; 
Y Strong corporate culture and values; 
Y Individual approach to every customer and exclusive brand 

consultations; 

Y Good reputation of the company among customers as well as 

suppliers; 
¥ Huge trading space area (50 sq.m. — 700sq.m.) 

VY Excellent design of external and internal space 

Y 23 shops on 11 cities of Kazakhstan 
Y Partner relations with more than 70 dealers; 

Y “French House” acts as a retail agent and at the same time as a 

distributor; 

Y Excellent advertising campaign; 

Y Excellent website; 
Y Publishing of own magazine “Revue” which is distributed free-of- 

charge. 
Weaknesses 

Y Poor customer service; 

Y High prices compared to other shops; 

Y Obsolete showcases and furniture; 

Y Weak control of regional affiliates. 

Opportunities 

Y Decrease in the rate of euro relative to tenge positively affects 

“French House” because the company purchases its products in 

France; 

Y The stores are currently trading in 11 cities of our country. Therefore 

there are opportunities for future business expanding in few more 

cities; 

Y To take over, merge with, or form strategic alliances with other 

retailers of perfume and cosmetics in Kazakhstan, focusing on 

specific markets such as mass market; 

Y Opportunities exist for “French House” to continue 
with its current 

strategy of a market leader in retailing and dist
ribution of perfume 

and cosmetics. 
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Threats 

v Financial crisis is a threat to “French House” company because higher 

unemployment arises and many enterprises are downsizing, laying off 
their employees, people have less money in their pockets and demand 
for products decreases; 

v Because “French House” imports almost all of its products from 
Europe, there is a threat that appreciation of euro will lead decrease in 
profits of the company, they will purchase products at higher prices; 

V The increase in tariff on import of products from Europe and 
transportation costs force the company to raise prices on all products; 

Y It is quite easy to enter the market of perfume and cosmetics in j. 
Kazakhstan; barriers to enter and exit are insignificant; 

¥ “Mon Amie” is a very successful independent company that sells 
perfume and cosmetics to mass market. There is a threat that this firm 
may try to strengthen its position in the market and attack “French 
House”. 
There is a threat that other companies from Russia or Europe may |) 
enter the market to distribute their product line and capture part of the 
share that belongs to “French House”. 
There is a threat that other retailers and distributors will set a price 
lower than that of “French House” because the latter sells them |! 
French perfume and cosmetics at the wholesale price. _- 

_ 

CASE STUDY: Starbucks Coffee 
_—— 

Beginning nine Seattle stores in 1987, Starbucks CEO Howard 

Schultz has exported the company’s fashionable cafes throughout thé}. 
country. Service is anything but fast, and the price of a cup of coffe® 
could make the crowd faint', but each week almost two millio# 
Americans visited Starbucks to drink lattes? or mochas’ | . Despite a slowdown in sales from established stores, Starbucks 
is pursuing rapid expansion. It made its first acquisition in 1994, buying 
The Coffee Connection Inc., a 23-store Boston rival. With more tha? 

' To faint — nanath B o6mopox 2 . ; Latte — coffee made with hot milk 
Mochas — a strongly flavored da 

Arabia tk brown coffee originally imported from 
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400 stores in place, Schultz plans to open 200 more within a year and 
has announced plans to team up with foreign partners to open stores in 
Asia and Europe. In addition, Starbucks has entered into a venture with 

PepsiCo to develop a new bottled coffee drink. Schultz’s strategies are 
risky, but some analysts think Starbucks has the flexibility and 
management strength to succeed. 

Many managers at Starbucks have years of experience from 
such companies as Burger King, Taco Bell, Wendy’s, and Blockbuster. 
Schultz believes a CEO should “hire people smarter than you are and 
get out of their way”. Equally crucial to the success of Starbucks are the 

“baristas’” who prepare coffee drinks. Starbucks recruits its workers 
from colleges and community groups and gives 24 hours of training in 
coffee making and lore’ — a key to creating the company’s stylish 
image and quality service. To maintain quality control, Starbucks cooks 

all its coffee in-house. The company also has turned down profitable 
alternatives such as franchising and supermarket distribution. 

A computer network links the expanding Starbucks empire, and 
Schultz hired a top information-technology specialist from McDonald’s 

to design a point-of sale system’ to enable managers to track sales. 

Every night, computers from all 400-plus stores send information to 

headquarters in Seattle so that executives can see regional buying 

trends. 

For Schultz, a man who has already changed America’s coffee- 

drinking habits, the risks Starbucks is taking is just another challenge. 

Source: R. Daft, D. Marcic. Management: The New Workplace. 

International Student Edition. 2007. p. 201 

Questions: ; oo, ; 
1. Which of Porter’s competitive strategies is Starbucks using? 

* Barista — Gapucra (clelMasHCT M10 NpHTOTOBACHHIO Kobe) 
; 

* Lore — mpakTHyueckHe HH npodbeccHOHasIbHble 3HaHMA B KaKOii-146
0 

oOnacTu 

° Point-of-sale system — CHCTeMa TePMHHAJIOB B MECTAX
 NIpowaxu (cucTema 

TepMHHasIOB JUIA OCYLMECTBIEHHA O€3HANMHHBIX MaTexKeH B MAraSHH
aX H 

HMBIX MecTaX TOproB/IH TOBapaMH HIM yCyraMH; B 3ABMCHMOCTH OT
 CHCTEMEI, 

KAMeHT MODKeT OFMIAUHBATb MOKYMIKY, COBEPUATS NepeBosbl, 
NOATBEPAAATb 

NOANIMHHOCTb UCKOB, MOWY4aTb Kp
aTKOCpOuHbIN KPCMHT Hi T. a.) 
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2. Discuss how Schultz is using leadership, structure, information and 
control systems, and human resources to implement strategy at 

Starbucks. 
3. What challenges may Schultz face in trying to expand Starbucks 
internationally? 
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CHAPTER 6: MANAGERIAL DECISION MAKING AND 
ORGANIZING 

Managers often are referred to as decision makers. Though 
many of their important decisions are strategic, managers make 
decisions about every other aspect of an organization, including 
structure, control systems, responses to the environment, and human 
resources. Good decision making is a vital part of good management 
because decisions determine how the organization solves its problems, 
allocates resources, and accomplishes its goals. 

The business world is full of evidence of good and bad 
decisions. For example, Nokia became a $10 billion leader in the cell 

phone industry because managers at the company decided to sell off 
unrelated businesses such as paper, tires, and aluminum and concentrate 
the company’s resources on electronics. On the other hand, Boeing’s 
decision to increase airplane production at the same time when the 
factory was switching to a new automated manufacturing system was a 
fiasco. The massive assembly lines nearly broke down and the plant 
had to stop two lines so workers could catch up, costing the company 
$2.6 billion. From the examples given above, we see that decision 
making is difficult and many factors should be considered during 
decision making process. 
Decision making -— the process of identifying problems and 
opportunities and then resolving them. 

Decision making involves effort before and after the actual 

choice. For example, the decision to select Sveta, Assel, or Rinat 

requires the accounting manager to determine if a new junior auditor is 
needed, evaluate the availability of potential job candidates, interview 

candidates to acquire necessary information, select one candidate, and 

follow up with the socialization of the new employee into the 

organization to ensure the decision’s success. 

Programmed vs. Nonprogrammed Decisions 

Management decisions typically fall into one of two categories: 

programmed and nonprogrammed. 

Programmed decisions — decisions that have been made before and 

they have certain outcome. 
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Programmed decisions are made in response to recurring 
organizational problems. The decision to reorder paper and other office 
supplies when inventories drop to a certain level is a programmed | 
decision. Other programmed decisions concem the types of skills | 
required to fulfill certain jobs, the reorder of manufacturing inventory, | 
selection of freight routes for product deliveries, etc. 

Nonprogrammed decisions — new, novel, and complex decisions that 
have never been made before and they have uncertain outcome. 

The most difficult decisions tend to be nonprogrammed, and |! they demand creative approaches. Many nonprogrammed decisions |: 
because uncertainty is great and decisions 

are complex. Decisions to build a new factory, develop a new product | 
OF service, enter a new geographical market, or relocate headquarters to | 

involve strategic planning, 

another city are all nonprogrammed decisions (Table 6.1). h 

——— Table 6.1 — Examples of Programmed and Nonprogramimed | Decisions 

_ 4 
Programmed Nonprogrammed 
Decisions: Decisions: 4 Business Periodic reorders of Diversification into new Firm: inventory. products and markets Health Procedures for admitting | Purchase of experimental Care; patients. equipment. —_ University: Necessary grade-point Construction of new average for good academic classroom facilities 

standing (rank, Status). (amenities, conveniences)./ 

Decision-Making Steps 
| 

goals. A Problem occ accomplishment is less than es i” performance is unsatisfacto 

when organization@l | 
tablished goals. Some aspect 0 | 

Ty. An opportunity exists when manage! | 
Ing performance beyond current levels. 

1 
{ 
i i 
' 
t ' ' { 
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2. Diagnosis and analysis of causes: after the problem/opportunity 
identification you have to determine the causes of it. When did it occur? 
Where did it occur? How did it occur? What where the reasons? For 
example, if your company faces a problem of decreased sales by 10% - 
this is a problem. And what can be the reasons? Poor customer service, 
low quality of goods, untimely delivery, or anything else? 

3. Development of alternatives: once a problem has been recognized, 
the next step is to develop numerous solutions. For programmed 
decisions, it is easy to identify many solutions because they are already 
available within the organization’s rules and procedures. However, 
nonprogrammed decisions require development of solutions that are 
absolutely new for the organization. A decision maker has to apply all 
his creativity to finding solutions. One of the techniques used for 
generating ideas is called brainstorming. 

Brainstorming — a process in which a small group of people interact 
with each other with the goal of producing a large quantity of novel and 
imaginative ideas. 

The goal is to create an open atmosphere that allows members 
of the group to express their ideas. Participants should suggest any 
ideas that come to mind without evaluating or criticizing them. For a 
brainstorming process to be successful, a leader should follow these 
guidclines: 

keep the group small — 5 to 8 members; 
have a well-defined problem; 
limit the session to 40-60 minutes; 

appoint someone to be the recorder; 
encourage all ideas from the team, even wild and extreme ones; 
establish a goal of quantity of ideas over the quality of ideas; 
forbid evaluation or criticism of any idea; Q

V
Q
N
Q
N
N
N
A
S
M
 

4. Evaluation and selection of the best alternative: now you have 
many solutions, you have to evaluate them and to choose the best 
alternative. What will be the best alternative? That alternative which 

best fits organizational goals and achieves the desired result using 
minimum organization’s resources. 
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5. Implementation of the decision: the implementation stage involves 
the use of managerial and administrative abilities. The success of the | 
chosen alternative depends on whether it can be translated into action. _ 
Communication, motivation, and leadership skills must be used to see. |: 
that the decision is carried out. 

6: Evaluation and feedback: in the evaluation stage of the decision !' 
process, decision makers gather information that tells them how the 
decision was implemented and whether it was effective in achieving its 
goals. Feedback is important because decision making is a continuous 
process. Decision making is not completed when directors vote yes or 
no. The decision may fail, thus generating a new analysis of the 
problem, evaluation of alternatives, and selection of a new alternative. 
Many big problems are solved by trying several alternatives in 
sequence. Feedback is a part of monitoring that assesses whether a new 
decision needs to be made. 

Organization Structure 

Organizing is defined as the distribution of tasks and allocation 
of resources to departments and individuals in order to achieve stated 
organizational goals. 

The organizing process leads to the creation of organization structure, which defines how tasks are divided and resources are allocated. Organization structure Shows the tasks assigned to | individuals and departments, formal reporting relationships, number of 
hierarchical levels, and span of managers’ control. The characteristics ' of structure are usually depicted in the organization chart, which is the visual representation of an organization’s structure. 

Chain of command — the line of author} ‘ati ty that links all pe in the organization and shows who reports to w persons | hom 

Span of management — the number of em supervisor. Sometimes called the span of c structure determines how closely a Supervisor can monitof subor inates, raditional views of organization design recommended 4 Span of management of about seven subordinates per manager. 

ployees who report to the 
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ontrol, this characteristic of 

However, many lean organizations today have spans of management of 
30, 40 and more. For example, at Consolidated Diesel’s team-based 
engine assembly plant, the span of management is 100. Generally, 
when supervisors must be closely involved with subordinates, the span 
should be small; when supervisors need little involvement with 
subordinates, it can be large. 

The average span of control used in the organization determines 
whether the structure is tall or flat. 
Tall structure is characterized by narrow span of control and relatively 

large number of hierarchical levels (Figure 6.1). 

Flat structure is characterized by broad span of control and few 

hierarchical levels (Figure 6.2). 

Centralization vs. Decentralization 

Centralization and decentralization refers to the hierarchical 

level at which decisions are made. 

Centralization means that decision authority is located near the top of 

the organization. _ os 
Decentralization means that decision authority is pushed down to lower 

hierarchical levels. 

Organizations may have to experiment to find the correct 
hierarchical level at which to make decisions. Decentralization is 

believed to relieve the burden on top managers, make greater use of 
employee’s skills and abilities, ensure decisions are made close to the 

action by well-informed people, and permit more rapid response to 
external changes. However, this does not mean that every organization 

should dccentralize all decisions. Managers should diagnose the 

organizational situation and select the decision-making level that will 

best meet the organization’s needs. 

Departmentalization 

e basis on which employees are grouped into Departmentalization — th 
2 Br 

departments and departments a
re grouped into total organizati

on. 
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Figure 6.1 — Tall Structure with a Narrow Span of Management 

President 

een 

t 
t 
t 
( 

Vice-President Vice-President Vice-President Vice-President | 

Staff . Operating Operating Operating 
Specialists | Managers (5) | Managers (4) | Managers |: 6 I. (6) (10) i 

Staff Staff . 
—| Specialists —1 Specialists L} Staff 

(3) (5) Specialists ' 

6) 4 

| 

Figure 6.2 — Flat Structure with a Broad Span of Management 

President 

Operating Managers (10) 
Staff Specialists (9) 

! 

_——" 
H 

H 
| 

Five types of departmentalization: 
Functional departmentalization 
Divisional departmentalization 
Matrix departmentalization 
Team departmentalization 
Network departmentalization 

N
A
N
A
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Each type of departmentalization has advantages and 
disadvantages. The basic difference among structures is in the way in 
which employees are departmentalized and whom they report. 

1. Functional Departmentalization 
Functional Departmentalization implies that employees are grouped 
together into departments based on common skills and work activities, 

: Such as engineering department and accounting department (see Figure 
6.3). 

Figure 6.3 — Functional Departmentalization 

~\ 

President 

i I 
> 

Human Resource Manufacturing Accounting 
Department Department Department 

Figure 6.4 — Divisional Departmentalization 

Product Product 

Division 1 Division 2 

Human Production | | Accounting Human Production | | Accounting 
Resources Resources 
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2. Divisional Departmentalization 
Divisional Departmentalization implies that departments are grouped 
together into separate divisions based on a common product, project, or 
geographical region (Figure 6.4). 

In large companies, divisional structure is essential. Most large 
corporations have separate business divisions that perform different 
tasks, serve different clients, or use different technologies, When a huge 
organization produces products for different markets, the divisional 
structure works because each division is an autonomous business. | 
Thus, the divisional structure encourages decentralization. Decision | 
making is pushed down to lower management levels, freeing the 
president and other top managers for strategic planning. 
For example: Microsoft has 7 product divisions — Windows, server 
software, mobile software, office software, videogames, office 
software, MSN Internet service. Pepsi Cola has 5 divisions. 

3. Matrix Departmentalization 
Matrix Departmentalization implies that departmentalization and divisional departmentalization exist simultaneously, some employees report to 2 bosses. These bosses are functional boss who is the head of department, and divisional boss who is the head of division. They are called matrix bosses. F or example, the senior engineer in the manufacturing department is called a two-boss employee because he reports to two bos 

technical personnel to projects. The divisi Program issues, schedule deadlines, and coordinating technical specialists from several functions (departments), The matrix structure is often used by global corporations, e.g. Unilever. 

4. Team Departmentalization 
Team Departmentalization inn); 

responsive to the environmental ¢ 
about using teams in organizations 
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onal boss is responsible for | 

Figure 6.5 — Matrix Departmentalization 

Two-boss 

employee 

Product . 

Division 2° 

Cross-functional team consists of employees from different functional 
departments who are responsible to meet as a team and resolve mutual 
problems. Team members typically report to their functional 
departments, but they also report to the team leader. Cross-functional 
teams are frequently used for changing projects, such as new product or 
service innovation. ; 
Permanent team consists of employees from different departments 
who are brought together as a formal department. Teams may consist 
only of 20 to 30 members, each bringing a functional specialty to the 
team. Emphasis is put on horizontal communication and information 
sharing because representatives from all functions are coordinating 
their work and skills to complete a specific organizational task. 
Authority is pushed down to lower levels, and front-line employees are 
often given freedom to make decisions and take actions on their own. 
Example: IBM uses permanent teams 1n its structure. 

5. Network Departmentalization 
og 

Network Departmentalization is used for small organizations, where 

central office is electronically connected to other organizations that 

perform important functions. These companies can be located 
anywhere 

in igure 6.7). oi oe ; the orn a manufacturing, engineering, sales, and accounting 

being housed under one roof, these SERVIGRS AS PERV ed By Separate 
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Figure 6.6 — Team Departmentalization 

President 

FORTRAN PRO, CI if 

Figure 6.7 — Network Departmentalization 
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competence in those specific areas. This enables a company to do more 
with less. This organizational approach is especially powerful for 
international operations. High-tech firms such as Apple, Dell 
Computer, and Sony are working with contractors around the world to 
manufacture products. 

L Key Terms | 

Brainstorming Matrix departmentalization 
Centralization Network departmentalization 

Chain of command Nonprogrammed decisions 

Cross-functional team Organization chart 
Decentralization Permanent team 
Decision making Programmed decisions 
Departmentalization Span of management 
Divisional departmentalization Tall structure 
Flat structure Team departmentalization 

Functional departmentalization Two-boss employee 

Matrix bosses 

[ Discussion Questions 

1. Why is decision making considered a fundamental part of 
management effectiveness? . 
2. Analyze 2 decisions you have made for the past 6 months. Which of 

the -osrammed and which were nonprogrammed? 
_ 

3. Which of the: six steps in the decision-making process do you think is 

most likely to be ignored by a manager? Explain. 
. 

4. You are a busy partner in a legal firm, and an experienced secretary 

uous headaches, drowsiness, dry throat, and 

fatigue and flu. She tells you she believes air 

g is bad and would like something don
e. How 

complains of contin 
Occasional spells of 
quality in the buildin 
would you respond? ; 
5S. Many experts note that organizations 
of teams in recent years. What factors mi 

tions have been making greater use 

ght account for this trend? 
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6. An organizational consultant was heard to say, “Some aspect of | 
functional structure appears in every organization.” Do you agree? | 
Explain. 
7. The divisional structure is often considered almost the opposite of a i 
functional structure. Do you agree? Briefly explain the major 
differences in these two approaches to departmentalization. 
8. What is network approach to structure? Is the use of authority and | 

compared with other forms of! responsibility different 
departmentalization? Explain. 
9. Why are divisional structures frequently used in large corporations? 
10. Carnival Cruise Lines provides pleasure cruises to the masses. | 
Carnival has several ships and works on high volume/low price rather 
than offering luxury cruises. What would you predict about the 
organization structure of a Carnival Cruise ship? 

a CASE STUDY: Tucker Company 

In 1978, the Tucker Company underwent an extensive: 
reorganization that divided the company into three major divisions: | These new divisions represented Tucker’s three principal product lines: Mr. Hamett, Tucker’s president, explained the basis for the neW organization in a memo to the board of directors as follows: 

The diversity of our products requires that we organize along ! our major product lines. Toward this end I have established three new | divisions: commercial jet engines! , military jet engines, and utility ! turbines. Each division will be headed by a new vice president who will: report directly to me. I believe that this new approach will improve ous | performance through the commitment of individual managers. It should also help us to identify unprofitable areas where the special attention oF management may be required. 
For the most part, each division will be able to operat? independently. This is, each wil] have its own engineering: manufacturing, accounting departments, etc. In some cases however i will be necessary for a division to use the services of other divisions 

, 
) 

| 
' 

| 
| 

1 : ~ Jet engine — peaxtusuniit aBuratenp, 
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departments. This is necessary because complete servicing with 
individual division staffs would result in unnecessary additional 
staffing and facilities. 

The old companywide laboratory was one such service 
department. Functionally, it continued to support all of the major 
divisions. Administratively, however, the manager of the laboratory 
reported to the manager of manufacturing in the military jet division. 

From the time the new organization was initiated until February 
1988, when the laboratory manager Mr. Garfield retired, there was little 
evidence of interdepartmental or interdivisional conflict. His 

replacement, Mr. Hodge, unlike Mr. Garfield, was always willing to 

gain the attention of management. Many of Hodge’s peers perceived 
him as an empire builder who was interested in his own advancement 

rather than the company’s well-being. After about six months in the 
new position, Hodge became involved in several interdepartmental 
conflicts over work that was being conducted in his laboratory. 

Historically, the engineering departments had used the 

laboratory as a testing facility to determine the properties of materials 

selected by the design engineers. Hodge felt that the laboratory should 

be more involved in the selection of these materials and in the design of 

experiments and subsequent evaluation of the experimental data. Hodge 

discussed this with Mr. Franklin of the engineering department of the 

utility turbine division. Franklin offered to consult with Hodge but 

stated that the final responsibility for the selection of materials was 

rtment. 
sharged to the nths that followed, Hodge and Franklin had several 

disagreements over the implementation of the results. Franklin told 

Hodge that, because of his position at the testing lab, he was unable tc 

evaluate the detailed design considerations that affects ihe fina 

decision on materials selection. Hodge claimed that Franklin 
lacked the 

ise that he, as metallurgist, had. 
| 

ree pranilin also noted that the handli
ng of his requests, which had 

been prompt under Garfield’s management, was ta
king longer and 

longer under Hodge’s manage
ment. Hodge explained that mi

litary jet 

ine divisi ¢ to be assigned first priority because o
f 

engine divisional problems had 
i 

his administrative reporting 
structure. He also said thas if

 he were more 

involved in Franklin’s problems, he
 could per aps eva 

sense of urgency existed 
and could revise priorities. 
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The tensions between Franklin and Hodge reached a peak when | 
one of Franklin’s critical projects failed to receive the scheduling that | 
he considered necessary. Franklin phoned Hodge to discuss the need for | 
a schedule change. Hodge suggested that they have a meeting to review |) 
the need for the work. Franklin then told Hodge that this was not a }' 
matter of his concern and that his function was merely to perform the ! 
tests as required. He further stated that he was not satisfied with the | 
low-priority rating that his division’s work received. Hodge reminded | 
Franklin that when Hodge had suggested a means for resolving this 
problem, Franklin was not receptive. At this point, Franklin lost his 
temper and hung up’ on Hodge. 
Source: R. Daft, D. Marcic. Management: The New Workplace. 
International Student Edition. 2007. pp. 288-289 

Questions: 
1. Sketch out a simple organization chart showing Tucker Company’s 
three divisions, including the location of the laboratory. Why would the 
laboratory be located in the military jet engine division? 
2. Analyze the conflict between Mr. Hodge and Mr. Franklin. Do you 
think the conflict is based on personalities or on the way in which the | 
organization is structured? 
3. Sketch out a new organization chart showing how you would 

a
 e
e
 

e
e
 
e
e
e
 2
 

restructure Tucker Company so that the laboratory would provide equal services to all divisions. What adva 
in the new structure compared to the previous one? 

—— 

> To hang up — nosecurs Tenepounyto Tpy6xy 
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ntages and disadvantages do you se¢ 

CHAPTER 7: LEADERSHIP IN ORGANIZATIONS 

There is probably no topic more important today than 
leadership. Leadership is one of the most commonly discussed topics 
today. Leadership occurs among people and it involves the use of 
influence. It also involves the use of power. 
Leadership — the ability to_positively influence people towards the 
achievement of _organizational__.goals through ___motivation, 

communication and creation of corporate culture. 

Leadership vs. Management 

Management and leadership are both important to 
organizations. Effective managers have to be leaders, too, because there 

are distinctive qualities associated with management and leadership that 

provide different strengths for the organization. We can definitely say 
that not all managers are leaders and not all leaders are managers. 

Figure 7.1 illustrates differences between managers and leaders. 

Managers generally act with their mind and /eaders act with their soul. 

Y Whom should the organization prefer? A manager or a leader? 

YA manager who is also a leader. 

Figure 7.1 — Differences between Managers
 and Leaders 

Managers Leaders 

© Do things right e Do the right things 

e «=: Status quo 
° Change 

e Short-term 
° Longe e 

e 

: Pitders 
e _ Architects — 

: problem solving 
e Inspiring & motivating 

e 
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Power of Leaders and Managers 

Managers and leaders usually use power in order to affect employees. 
Power — the ability of a person to influence other people behavior. 
Sometimes the terms power and influence are used synonymously, but | 
there are distinctions between the two. Basically, influence is the effect 
a person’s actions have on the attitudes, values, beliefs, or behavior of — 
others. Whereas power is the capacity to cause a change in a perso, : 
influence may be thought of as the degree of actual change. 

Types of power that managers exercise within the organization: 
1. Legitimate power 

2. Reward power Position Power 
3. Coercive power 
4. Expert power 
5. Referent power } Personal Power 

1) Legitimate power arises as a result of the position that a person holds : 
in the organization. The person possessing this power has the ability t0 : 
punish or reward his subordinates. Compliance 

For example, the dean of the university has the power to dismiss 4 student from the university if his attendance falls below 50% for all 
subjects. Similarly, 
subordinate if his/her performance is excellent. 

4 

, 

, 
’ 

H 
) 

a manager has the power to promote his | 

4) Reward power is the power to give or withhold rewards, such a5 : salary increase, bonus, promotions etc. Compliance 
For example, a manager declares 10% of the basic pay for the nex! 
month as New Year bonus for the 
has exercised reward power 

3) Coercive power is the 
standards by means of psycholog 
based on the influencer's abili 
meeting requirements. Resistance 

For example, punishment c 
withholding the announced hike, disci 

employees. Here, the mana : 

power to enforce compliance with rules and 
ical, emotional or physical threats. It iS 
ty to punish the influencee for no 

has some relevant experience, special knowledge or skill that the 
influencee does not have. Commitment 

For example, doctors, lawyers, engineers etc. influence others, 

because they posses certain specialized knowledge. When a leader 
is a true expert, subordinates will go along with recommendations 

because of his or her superior knowledge. 
5) Referent power refers to a person who possesses desirable resources 
and/or personal traits of a leader. Commitment a 

For example, it is the personal power that accrues to an individual 

based on identification, imitation, loyalty or charisma. People or 

groups are highly influenced by such powerful personalities. 

The use of different types of power produces different 

responses of followers. . 
Legitimate power and reward power are most likely to generate 

follower compliance. Compliance means that workers will obey orders 

and carry out instructions, although they may personally disagree with 
them and might not be enthusiastic. ; . 

Coercive power most often generates resistance. Resistance 

means that workers will deliberately try to avoid carrying out 
. . . i ders. instructions or will attempt to disobey or 

The follower reaction most often generated by expert power 

and referent power is commitment. Commitment means that work
ers 

will share the leader’s point of view and enthusiastically carry out 

instructions. 

Types of Leaders 

Autocratic 

i thority and relies tends to centralize au 
; 

Autocratic leader — a leade
r who 

thority and 

ive power to manage S 
. 

On legiti rd, and coercive p 
hors 

D i sade 
a leader who delegates authority to o 

Cee ete ath lies on expert and referent
 power to 

€ncourages participation, and re 
Manage subordinates. 
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3 2 aE SRS LETT LE 
Initiating structure behavior — a type o

f leader behavior that describes 

© Leadership The ries aa the extent to which a leader is task oriented and directs subor
dinates 

0
 work activities toward goal achievement. Leaders with this style Sete 

Ohio State Studies 
typically give instructions, spend time plannin

g, emphasize deadlines, 

and provide explicit schedules of work ac
tivities. 

Ohio State University has long been a leading-edge authority 
Example: measuring production output. 

on management and leadership. The Ohio State s
tudies were begun in 

— 

1945 to identify the dimensions of leadersh
ip behavior. The staff of An important finding of = fee ales aoe 

Ohio State created a Leader Behavior Descrip
tion Questionnaire two dimensions are independent. This m a et ie teh 

(LBDQ) which was designed to discover how l
eaders carry out their workers and initiating structure exist simu 

y 

amounts. A matrix was created
 that showed the various combin

ations 

and quantities of the elements. 
activities. 

Researchers at the Ohio State University identified two majot 

behaviors of leaders directed to improve employees’ performance, 

called consideration and initiating structure (Figure 7.2). The Leadership Gri
d 

‘versity of Texas proposed a two- 
Blake and Mouton of the

 University of Texas | 

dimensional leadership theory c
alled the leadership grid ce

 

the work of The Ohio State an
d Michigan studies (Figure 7.3). me 

axis on the grid is a nine-po
int scale, with 1 meaning low concern a 

meaning high concern. 

Consideration behavior — a type of leader behavior that describes the 

extent to which a leader is sensitive to subordinates, respects their ideas 

and feelings, and establishes mutual trust. 
Example: orientation of new employees 

nal leadership theory that 
measures a 

s
i
t
e
 

ee
 
e
s
 
e
e
,
 

: F 
et Leadership Grid — a two-dimensio 

Figure 7.2 — Ohio State Studies 
leader's Soe for people and concern for production 

me ip cone Ms | 7 E daggeeees Managemen Sr 
th people and production. 

Bt tree DoD Srey _ In this style, managers Worry at tting into trouble. The manager 

S : See 23 | tae wee #08 ave sib oo any mistakes, protects hi
mself 

= Raper SOCUCH OR Sie doesn’t want to be held responsibe |. in the same
 position for 

a = Biotec by not being noticed by others, and tries to stay 

2 | a long time. 

5 
| 

13 

2 Lone SeaeeneIDe | 2) Country Club Management en - 
eople and little about 

g Beep Managers using this style care @ ca < ely and comfort of 
So) High concern for | production, Managers pay much attentt 1g norease performance. The 

hk production | the employees, in hopes that ead but not necessarily that 

L : i ; 
resulting atmosphere is usually it : 

AR 
Productive. 

Low INITIATING STRUCTURE = High 
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Figure 7.3 — The Leadership Grid 

Concern 6 
for 5 

People : 

Low ; ‘ 

Concern for Production 

3) Authority-Compliance Manage 
With a high conc Sement Style (9,1) 
managers using t 
provide their empl 
Managers using this style also pressure their 
and punishments to achieve the 

em for production, and a low concern for people, 
his style find employee needs unimportant; they : 
oyees with money and expect performance back 

3) Team Management Style (9,9) 
In this style, managers take care a lot about both people and production. 
As suggested by the propositions of Theory Y, managers choosing to 
use this style encourage teamwork and commitment among employees. 

This method relies heavily on, making employees feel as a part of the 

company. 

| The Leadership Grid Case Study: 

When Pamela Forbes Lieberman learned that her subordinates 

called her the dragon lady, she hung a watercolor of a dragon in her 

office. Lieberman makes no apologies for her hand-driving leadership 

style. Her emphasis on ambitious goals, though standards, and bottom- 

line results has brought renewed health and strength to hardware 

Cooperative TruServ, which supplies inventory to True Value hardware 

Stores. As soon as Lieberman became CEO, she began cutting costs and 

Setting tough performance targets. “If people succeed, they we %e 

tewarded, but if they don’t, then we’re going to have to look fo 

People sitting in their chairs”, Lieberman says. 

° Compare Lieberman’s leadership approach to tat of Tom 

Gegax, who calls himself the head coach of Tires Plus, a fast-grow! 8 

chain of retail tire stores. Gegax believes that you cannot mane 

People like you manage fixed assets. His emphasis. on  Weata e 

employees just as well as they are expected 
to teat orsity ae 

Gegax personally leads classes at _Tires Plus boat how *o make 

employees learn not just about changing tires but a oy
 eh 

their whole lives better. Gegax also makes sure stores are ne We 

and airy, so that employees have a pleasant wor loves, as well as 

believes all this translates into better service. ee 
tn vis ie anothet 

Customers, like the approach. “The last thing the iis a company with a 

chain of stores,” Gegax says. “What it does nee sac sreployees. 85 

New business model — one that trea
ts customers 

Whole people”. 
The leadership style of Pame 

high concern for tasks and production 
-oriented behavior). Tom 

Cope te Cc ncone oor ocople an
d moderate concem 

“Bax, in contrast, is high on conte™t ssful, although they display very 

. . ized by 

la Lieberman 1s characte
rize 

(task-oriented behavio
r) and low- 

for Production. Both leaders are suc
cess™ * eferent situations. 

ifferent leadership styles, because of their 
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Hersey and Blanchard’s Situational Theory 

The main idea: match the leader’s style with the task readiness and . 

competence of subordinates. 

Subordinates vary in readiness level. People that are low in task 

readiness, because of the little ability or training, or insecurity, need 4 ' 

different leadership style that those who are high in readiness and have , 
a good ability, skills, confidence, and willingness to work. 

The matrix in Figure 7.4 indicates four different styles of. 
leader’s behavior, which is based on a combination of Icader’s' 
supportive behavior and directive behavior. The bell-shaped curve is; 
called prescriptive curve, because it indicates when each leader style ' 
should be used. The 4 styles — telling (S1), selling (S2), participating : 
(S3), and delegating (S4) — depend on the readiness of subordinates, ' 
indicated in the lower part. 

Leadership Behavior of the Leader : 
SI — Telling / Directing: Leaders define the roles and tasks of thé: 
‘follower’, and supervise them closely. Decisions are made by thé 
leader and announced so communication is largely one-way. Telling is. 
used for people who lack competence but are enthusiastic a0 
committed. They need direction and supervision. 
S2 — Selling / Coaching: Leaders still define roles and tasks but see. 
ideas from the follower. Communication is much more two-way. 
Selling is used for people who have some competence but lack 
commitment. They still need direction and supervision because they a 
still relatively inexperienced. They also need support and praise to build. 
self-confidence. 
S3 — Participating / Supporting: Leaders pass dav-to- isions ' the follower. This style is used for people who have sonpetenee, bu 
lack confidence and motivation. They do not need much directio® 
because of their skills, but ; 

oe Support 1s neces é 
confidence and motivation. sary to increase th 
S4 — Delegating: Leaders are still iny 
solving, but control is with the follower. The follower decides wh 
and how the leader will be involved. It is used for people who ha” 

both competence and commitment. They are able and willin to wok 
on a project by themselves with little Supervision or support. e” 

olved in decisions and proble™ 
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Figure 7.4 — Hersey and Blanchard’s Situational Theory of 

Leadership 

Leader Behavior 
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A 

Participatina Selling 

$3 $2 

Supportive 
Behavior 

Delegating Telling 

] si 
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Low4—————_ Directive 
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FOLLOWER READINESS ___ 
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R4 Low 

High | Competence _| 
Competence np ; High ; 

High ati ‘ment | Commitment _ 
Commitment 

Developing 

Developed ee 

Readiness (Development) Le 
1 ~ Low Competence, High ¢ 

lacking the specific skills require 

ollower 

vel of emt The fo
llower 1s gener

ally 

d for the job,
 but has the 

confidence 

and / or motivation to get it. 
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R2 — Some Competence, Low Commitment: the follower may have : 
some relevant skills, but won’t be able to do the job without help. The : 
task or the situation may be new to them. 
R3 — High Competence, Variable Commitment: He is experienced and . 
capable, but may lack the confidence or the motivation to do it well. 
R4 -— High Competence, High Commitment: The follower is 
experienced at the job, and comfortable with his own ability to do it | 
well. May even be more skilled than the leader. 

Implictrions for Managers: Matching leader’s style and follower’s © 
readiness: S1 } R1; S2 D R2; S3 P R3; S4 > R4. 

Key Terms 

Authority-compliance Leadership 
management Leadership grid 
Autocratic leader 
Coercive power 
Commitment 

Compliance 

Consideration behavior 
Country club management 
Democratic leader 
Expert power 
Impoverished management 
Initiating structure behavior 

Legitimate power 
Middle-of-the-road management 
Personal power 
Position power 
Power 
Prescriptive curve 
Referent power 
Resistance 
Reward power 
Team management 

[ 
Discussion Questions - 

1. Rob Martin became mana 
believed in participative mana 
Rob’s delegation to replace tw 

Ser of a forklift assembly plant and 
gement, even when one supervisor usé 
competent line managers with his ow! 

= 

3. Would you prefer working for a leader who has a consideration or an 
initiating-structure leadership style? Discuss the reasons for your 
answer. ; 
4. Consider Fiedler’s theory. How often do very favorable, 
intermediate, or very unfavorable situations occur in real life? Discuss. 
5. Do you think leadership style is fixed and unchangeable for a leader 

or flexible and adaptable? Discuss. 

[ 
Identify 4 situations, either real or hypothetical, that te cout be Heed 
with in your current (future or previous) job, in whic Sal ne 3 
Styles would be most appropriate: Si- “Telling ; 82 — “Sell £ 

“Participating”, and S4 — “Delegating 

[ 
Test: An Assessment of Leadership Style 

Some leaders deal with general directions, leaving details to 
re) 

i ils with the Subordinates. Other leaders focus on specific Depenting nate 

€xpectation that subordinates will carry ou 
a Ss. oe the 

Situation, both approaches may be effective. 
The imp 

ituati nd behave a : ] : ions of the situation a A 
ability to identify relevant dimensio you can identify your relative accordingly. Through this question ership: task orientation (T) and 
emphasis on two dimensions 0 . roaches, and an 
people srientation (P). These are not opposite app 

: : r both. . Individual can rate high or low on either 0 ribe aspects of leadership 
Instructions: The following items desc 

; u would most 
Chavior Respond to each item according ' ie ehrle whether you 

likely act if you were the leader - a we way: always (A), frequently 
. rT . 

Would most likely behave in the est 
er (N). ), Occasionally (O), seldom (S), oF N° 

AFOSN 

Homework 

Experiential Exercise 

lL] Would most likely act as 4 

SPokesperson of the group. 
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2. I would encourage overtime 
work. 

AFOSN 
3. I would allow members 
complete freedom in their work. 

AFOSN 
4. I would encourage the use of 
uniform procedures. 

AFOSN 
5. I would permit members to use 
their own judgment in solving 
problems. 

AFOSWN 
6. I would stress being ahead of 
competing groups. 

AFOSN 
7. I would speak as a 
representative of the group. 

AFOSN 
8. I would needle members for 
greater effort. 

AFOSN 
9. I would try out my ideas in the 
group. 

AFOSN 
10. I would let members do their 
work the way they think best. 

AFOSN 
11. I would be working hard for a 
promotion. 

AFOSN 
12. I would tolerate 
postponement and uncertainty. 

AFOSN 
13. I would speak for the group if 
there were visitors present, 

AFOSN 

14. I would keep the work : 
moving at a rapid pace. 

AFOSN 
15. I would turn the members | 
loose on the job and let them go | 
to it. 

AFOSN 
16. I would settle conflicts when : 

they occur in the group. 
AFOSN 

17. I would get swamped by : 
details. 

AFOSN 
18. I would represent the group : 
at outside meetings 

AFOSN 
19. I would be reluctant to allow 

the members any freedom of 
action. 

AFOSN 
20. I would decide what should 
be done and how it should bé 
done. 

AFOSN 
21. I would push for increased 
production. 

AFOSN 
22. I would let some member 
have authority which I cou! 
keep. 

AFOSN 
23. Things would usually tu? 
out as I had predicted. 

AFOSN 
24. I would allow the group a 
high degree of initiative. 

A FOSN 

25. I would assign group 
members to particular tasks. 

AFOSN 
26. I would be willing to make 
changes. . 

AFOSN 
27. I would ask the members to 

work harder. 
AFOSWN 

28. I would trust the group 

members to exercise good 

judgment. 
AFOSN 

30. I would refuse to explain my 
actions. 

AFOSN 

31. I would persuade others that 
my ideas are to their advantage. 

AFOSN 
32. I would permit the group to 
set its own pace. 

AFOSN 

33. I would urge the group to 

beat its previous record. 
AFOSN 

34. I would act without 

consulting the group. 
AFOSN 

35. I would ask that group 

members follow standards and 

regulations. 
AFOSN 

The T-P Leadership Questionnaire is scored as foll
ows: 

a. Circle the item number 

35. 

b. Write the number | in fro 

responded S (seldom) or N 

c. Also write a number | in 

you responded A (always
) © 

for items 8, 12, 17, 18, 19, 30
, 34, and 

nt of a circled item number if
 you 

(never) to that item. 

front of item numbers not
 circled if 

r F (frequently). 

e written in front of the
 

hav 

4. Circle the number Js init Ys" 18, 19, 22, 24, 26 28, 30, 32 
following items: 3, 5, 8, 

34, and 35. 

©. Count the circled numb
er I 

people. Record the 
score 0 

the end of the questionna
ire. 

f. Count uncircled num
ber Is. 

task. Record this nu
mber 1n 

T P —~—__ 

i 
for 

. This is your score
 for concern 

: the bank following
 the letter P at 

i 
ern for 

This is your score
 for conc 

the blank followin
g the letter T.



CASE STUDY: DGL International a 

When DGL International, a manufacturer of refinery 

equipment’, brought in John Terrill to manage its Technical Services 
division, company executives informed him of the urgent situation. 
Technical Services, with 20 engineers, was the highest-paid, best- 

educated, and least-productive division in the company. The 

instructions to Terrill: Turn it around. Terrill called a meeting of 

engineers. He showed great concern for their personal welfare and 
asked: “What’s the problem? Why can’t we produce? Why does this 
division have such turnover?” 

Without hesitation, employees launched a hail of complaints. “! 
was hired as an engineer, not a pencil pusher”. “We spend over half our 
time writing silly reports in triplicate for top management, and no one 
reads the reports.” 

After two-hour discussion, Terrill concluded he had to get top 
management off the engineers’ backs. He promised the engincers, “MY 
job is to stay out of your way so you can do your work, and I'll try to 
keep top management off your backs too.” He called for the day’s 
reports and issued an order immediately that the originals be turned i0 
daily to his office rather than mailed to headquarters, For three weeks: 
technical reports piled up on his desk. By month’s end, the stack was 
nearly three feet high. During that time no one called for the reports 
When other managers entered his office and saw the stack, they usually 
asked, “What’s all this?” Terrill answered, “Technical reports.” No oné 
asked to read them. 

Finally, at month’s end, a secretary from finance called and 
asked for the monthly travel and expense report. Terrill responded: 
Meet mn the president’s office tomorrow morning.” 

€ next morning the engj oi 
through the department pushing a cart? los cheered as Terrill walkey tt” loaded wi ck 
of reports. They knew the slowdown had come the enormous sta 

Terrill entered the president’s office and placed the stack of 
reports on his desk. The president a ; ; 

: nd oth 5 ro 
bewildered’. cr senior executives look 

———$$____, 

! Refinery equipment — ve 
teouncturen, 

? Cart - Tenera Hoe o6opynosanne 
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“This,” Terrill announced “is the reason for the lack of 

productivity in the Technical Service division. These are reports you 

people require every month. The fact that they sat on my desk all month 

shows that no one reads this material. I suggest that engineers’ time 

could be used in a more productive manner, and that one brief monthly 

report from my office will satisfy the needs of other departments.” 

(Source: Management, R. Daft, 2007, p. 690) 

Questions: 

1. What leadership style did John Terrill use? What do you think was
 

his primary source of power? 
2. Based on the Hersey-Blanchard theory, should Terrill have been ess

 

Participative? Should he have initiated more task structure for 

engineers? Explain. 
3. What leadership approach wou Id you have taken in this situation? 

3 
(0) 

Look bewildered — ppirnageTb CMyWIeHH 
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CHAPTER 8: MOTIVATION IN ORGANIZA
TIONS 

Most of us get up in the morning, go to schoo
l or work, and 

behave in ways that are predictably our own. We respond to our 

environment and the people in it with little thought as 
to why we work 

hard or enjoy certain classes. All these behaviors ar
e motivated by 

something. Motivation is what we experience every day. What does 

motivate you to study hard? The idea that you will receiv
e good marks 

or that you will not be left for the summer school. What
 does motivate 

you to work hard? The possibility of rewards in terms of higher salar
y 

or bonuses, promotion or acceptance by your colleagues. As a res
ult, 

employee motivation can help to increase satisfaction and it directly 

affects productivity. The more motivated employee will be, the better 

he will be working, and the higher will be his productivity. 

Motivation — internal and external forces that drive an individual t0 

perform certain actions. 

Model of Motivation 

This model states that people have basic needs, such as for 

food, achievement, or money. These needs are translated into certain 

behavior of people to fulfill the need. To the extent the behavior is 

successful, the person is rewarded. The reward also informs the perso? 

whether behavior was appropriate and can be used in the future: 

Managers can use this model to satisfy employees’ needs au 

= increase work performance and productivity (Figu! 

Figure 8.1 — A Simple Model of Motivation 

® NEED-Creates desire tofulill Waa ticyse Apisersiee nck REWARDS-Satisfy ql 
Results in actionsneeds; intrinsic or 
to fulfillneeds. extrinsic rewards. 

behavior Was appropriate and
 | 

PY SNS ap ae Ree a EE aa 
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Rewards can be of two types: intrinsic a
nd extrinsic. 3 

Y Intrinsic reward — satisfaction a 
person receives in the process 

of performing a particular action. For example, once you 

complete the project, it will b
ring you intrinsic reward, you 

will 

be satisfied. f 

Y Extrinsic reward — a rew
ard given by another perso

n. For 

example, if you have accomplished a particular task 

successfully, a manager can promote 
you OF increase your 

salary. 

Although extrinsic rewards are important, good managers SI
V 

? 

to help people achieve 
intrinsic rewards, as well. 

Today’s managers are 

yative employees are 
no longer 

finding that the most talented and i
nno 

motivated only by rewards su
ch as money and benefits, or at

es ~ 

and recognition. Instead, 
they seek satisfaction fr

om the work itselt. 

ivation began with 

ement. According 

high performance, 
ach lead to the 

hich people we
re paid 

f their outputs. 

Traditi ‘ study of employee ae Traditional Approach: the stucy © ic. manag 
the work of Frederick W. T

aylor on $ ; 

‘0 Taylor, rewards are provi
ded to employees a 

and people would work h
arder for higher pay: aS app 

development of incentive pay syste
ms in W 

Strictly on the quality and quantity © 

of people in 

w needs can be 
Contem orary Motivation Theories: 

\) Motivation Content Theor ies 

organizations and help managet 
satisfied in the workplace. 
a) Hierarchy of Needs Theory 
b) ERG Theory 
©) Two-Factor Theory 

3 d) Acquired Needs Theory 
) Motivation Process Theortes foc 

Organizations to fulfill their needs. 

a) Equity Theory 
b) Expectancy Theory 

study needs 

5 understand ho 

us on ho
w people 

behave 10



[ ange 3) Motivation Reinforcement Theories study how ‘° na ee 
employees’ on-the-job behavior through the appropriate 
punishments and rewards. 

(1) Motivation Content Theories 

Motivation Content Theories — a group of theories that focus of i 
needs that motivate people to behave. At any point in time, peop Sad. 
basic needs such as those for food, achievement, or monetary re ie 
These needs translate into internal drive that motivates behaviors nd 
attempt to fulfill the needs. To the extent that managers un oe ase 
worker needs, the organization can design reward systems to mee vas 
needs and reinforce employees for directing energies and priori 
toward achievement of organizational goals. 

a) Hierarchy of Needs Theory 

Hierarchy of Needs Theory implies that people are motivated bye 
basic human needs — physiological, safety, social, status, and se 
actualization — that exist in a hierarchical order (Figure 8.2). 

Figure 8.2 — Abraham Maslow’s Hierarchy of Needs 

Self- 
Actualization 

Needs 
represent the need for 

self-fulfillment 

Esteem (Status) Needs 
desire for a positive self-image 

and to receive attention 

Belongingness (Social) Needs desire to be accepted by one's peers 

Safety Needs 
\ safe and secure physical and emotional environment 

Physiological Needs most basic human physical needs 
ZL 
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Application of Maslow’s hierarchy of needs to the organization: ensure 

1) Physiological needs: adequate heat, air, lunch, base salary 
survival. 7 4 

2) Safety needs: needs for safe work, fringe (additional) benefits, ar 
job security. th 

3) Social ‘(belongingness) needs: desire for good relationships wi 
coworkers and supervisors, participation in a wor Broun sciation from 
4) Status (esteem) needs: desire for recognition, app 

. . ‘bility. high status. others, an increase in responsibility, high s ow, be 
5) Self-actualization (self-expression) needs: opportunity to gr 
creative, and acquire training for advancement. 

Implications for managers: According to Maslow S fey Ow 
needs take priority — they must be satisfied be ore ae vet needs 
are activated. The needs are satisfied in sequence: P ‘ysia ae aoe 
Come before safety needs, safety needs before socia ne we vfforts to 
A person desiring physical safety will devote iS ith esteem, 
Securing a safer environment and will not be com shed. it declines in 
heeds or self-actualization needs. Once a need is satishied, 
importance and the next higher need is activated. 

QA Acquired Needs Theory 

; . Like David McClelland developed the Acqua tees tn by 
Maslow, McClelland kept to the idea that human n soe ewe an 
different types of needs. He proposes that certain 5 ps scople are not 
aquired during the individual’s lifetime. In ot ner rok "hon life 

pein these needs but may leam id be motivated externally ©Xperiences, He believed that employees an Id exploit two kinds of 
‘nd motivated internally. Thus, managers : ot classified money as an NOtivation: intrinsic and extrinsic. McClellan 

i could also be an °Xttinsic motivator; however, he believed that money 
indication of success. ins; it 1 nts an indicati ; nttinsic motivator because it represe hould be paid 

‘ntrinsi ivation $ ©cording to David McClelland intrinsic mova sy the following 
Nore attention because people are be 
three general needs (Figure 8.4): 
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Y Need for Achievement: desire to accomplish something 

difficult, attain a high standard of success, master complex 

tasks, and surpass others. 

¥ Need for Affiliation: desire to form close personal 

relationships, avoid conflict, and establish warm friendships. 

¥Y Need for Power: desire to influence or control others, be 

responsible for others, and have authority over others. 

The theorist postulated that one of these needs can affect an 
individual and his or her behavior more than others. Depending on what 
motivates an individual, there are three categories of seekers: 

1._Achievement Seekers. Ability to achieve goals is crucial for some 
employees. Achievers need frequent recognition of how well they are 
doing. Need for achievement is satisfied by successful performance of 
the individual, active and effective participation in decision making and 
implementation of a project, and ability to take responsibility. At the 
same time, people with predominant need for achievement avoid high 
risks where there is a significant chance of failure. 

Figure 8.4 — McCleland’s Acquired Needs Theory 

Needfor | Needfor | 
Affiliation | | Power 

Need for 

Achievement | 
f 

eeeenerte ee 
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°tlvation Process Theories — a gtOup of theor! 

2. Power Seekers. There are people who enjoy having an impact on 

others. Employees who place a need for power among the primary 

desires need neither recognition nor approval of others. They mainly 

seek for agreement and compliance. Nevertheless, the need for power is 

Not an indicator of ambition; it shows that a person can work at 

different organizational levels. So, such people should be adequately 

trained and promoted to executives. 

3. Affiliation Seekers. Necd for affiliation is an indicator of human 

desire to build up harmonious relations with others. Affiliation seekers 

Usually tend to do the accepted things and never distinguish 
themselves. 

Approval is more important for such employees than recognition. 

Implications for managers: Many companies apply th
e Acquired Needs 

Theory by D, McClelland. They invite psychologists who perform 
testing. The most common test to discover tendencies

 toward the three 

Needs described by McClelland is a Thematic Apperception Test 

(TAT), The test represents a set of black-a
nd-white pictures illustrating 

ifferent ional werful situations. Employees are types of emotionally po te a story based on the 
town One picture at a time and aske

d to narra 

uation presented on a card. Based on the employees
’ stories, a 

Specialist decides which of the three groups of seekers the person 

longs to. Later on, information is delivere
d to managers. By using 

this information, managers can satisfy the most sensitive needs of their 

©Mployees and thus stimulate the right behavior of their staff. To 

Motivate hallenge by setting 
an achievem ekers, managers ¢ 8 

ement 8° liation seekers, safety 
nalvidual imulate aff goals and schedules. To stimulate 
thes approval are offered. Power seekers are shown suffic

ient power of 

thei, Manager and persuaded 
that this manager will help 

them ac 

Cir Power. 

(2) Motivation Proc
ess Theories 

eet their n Ployees jons to m select behavioral actiot There are two basic process 

eneet their choices were successful. 

Tes: equity theory and expectancy theory. 
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a) Equity Theory 

Equity theory focuses on individuals’ perceptions of how fairly 

they are treated compared with others. The Adams’ Equity Theory is 

named for John Stacey Adams, a workplace and behavioral 

psychologist, who developed this job motivation theory in 1963. Much 
like many of the more prevalent theories of motivation (theories by 
Maslow’s Hierarchy of Needs, Herzberg’s Theory, etc.), the Adams’ 
Equity Theory acknowledges that subtle and variable factors affect an 

employee’s assessment and perception of their relationship with their 

work and their employer. 
Adams’ Equity Theory calls for a fair balance between at 

employee’s inputs (hard work, skill level, tolerance, enthusiasm, etc-) 

and an employee’s outcomes (salary, benefits, intangibles such 4S 
recognition, etc.). According to the theory, finding this fair balancé 
serves to ensure a strong and productive relationship is achieved with 
the employee, with the overall result being motivated employees. For 
example, Equity Theory explains why people can be happy and 
motivated by their situation one day, and yet with no change to theif 
terms and working conditions can be made very unhappy and 
demotivated, if they learn for example that a colleague is enjoying # 
better reward-to-effort ratio. It also explains why giving one person # 
promotion or pay rise can have a demotivating effect on others. 

_ The theory is built on the belief that employees becom? 
demotivated, both in relation to their job and their employer, if they feel 
that their inputs are greater than the outputs. Adams called personal 
efforts and rewards and other similar 'give and take’ issues at work 
respectively ‘inputs' and ‘outcomes’. Inputs are logically what we giv? 
or put into our work. Outcomes are everything we take out in retusl 
These terms help emphasize that what people put into their work 
includes many factors besides working hours, and that what peopl¢ 
receive from their work includes many things aside from money 

Inputs typically include effort, loyalty, hard work commitment 
skill, ability, adaptability, flexibility, tolerance determination, heart a0 
soul, enthusiasm, trust in our boss and superiors support of colleagues 
and subordinates, personal sacrifice, etc yeupP 

Outcomes are typically all financj 
expenses, perks, benefits, pension 

al rewards — pay, salary 
arrangements, bonuses 4! 
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commission — plus intangibles — recognition, reputation, praise and 

thanks, interest, responsibility, stimulus, travel, training, development, 

sense of achievement and advancement, promotion, etc. 

People need to feel that there is a fair balance between inputs 
and outcomes. Crucially fairness is measured by comparing one's own 
balance or ratio between inputs and outcomes with the ratio enjoyed by 

relevant others (‘referents’). Adams used the term ‘referent’ others to 

describe the reference points or people with whom we compare our 

Own situation, which is a crucial part of the theory. If we feel that our 

Tatio of outputs to inputs is less beneficial than the ratio enjoyed by 

referent others, then we become demotivated in relation to our job and 

employer. 

Components of Equity Theory: a ; 

Inputs ~ employee contributions to the organization (education, 

©xperience, effort, ability, etc.) 

Quicomes — rewards employees receive from the organization (pay, 

‘cognition, benefits, promotions, etc.) 

Aeferents — others with whom people compare themselves 

Outcome/Input Ratios 

') Equity 

SUTCOMESse If 
INPUTSself 

Motivation 

2) 

OUTCOMESre ferent > satisfaction, 

INPUTSreferent 

Inequity 
> Underreward: 

OUTCOMESse if < OQUTCOMESre ferent > anger, fr
ustration 

INPUTSself INPUTSreferent 

ferent are higher tha
n 

Rg If; fare Iti tcomes Of a ws Nputs are the same, but ou recognition, bonuses, 

acy > a referent has hi
gher salary (promotion, 
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> Overreward: 

OUTCOMESse If , QUTCOMESre ferent 

INPUTSself INPUTSrefe rent 
> guilt 

——— 

e.g. If inputs are the same, but outcomes of a referent are lower than 

yours & you have higher salary (promotion, recognition, bonuses, etc) 

Implications for managers: Adams’ Equity Theory of motivation states 
that positive outcomes and high levels of motivation can be expected 
only when employees perceive their treatment to be fair. People 

respond to a feeling of inequity in different ways. Generally the extent 

of demotivation is proportional to the perceived disparity with other 
people or inequity, but for some people just the smallest indication of 
negative disparity between their situation and other people's is enough 
to cause massive disappointment and a feeling of considerable injustice, 
resulting in demotivation, or worse, open hostility. 

The idea behind Adams’ Equity Theory is to set a healthy 

balance here, with outputs on one side of the scale; inputs on the other - 
both weighing in a way that seems reasonably equal. If the balance lies 
too far in favor of the employer, some employees may work to bring 
balance between inputs and outcomes on their own, by asking for more 
compensation or recognition. Some employees will be demotivated t? 
work hard, and still others will seek alternative employment or job. 

b) Expectancy Theory 

a Expectancy theory states that 
individuals’ expectations about their abil 
receive desired rewards. 

How much are you motivated b 
expect a positive and desirable outcom 
perform at the level expected of them. 

motivation depends 
ity to perform tasks and 

y your expectations? If peop!¢ 

e, they'll usually work hard t€ 

For example, Bill is a university student with a strong desire for a B ip 
cae lus nn urse. Bill has a C+ average and one more exam to take: 
1's motivation to study for that last exam will be influenced by: 
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(1) the expectation that hard study will lead to an A on the exam, and 

(2) the expectation that an A on the exam will result in a B for
 the 

course. . 

If Bill believes he cannot get an A on the exam or that receiving A will 

not lead to a B for the course, he sill not be motivated to study hard. 

Expectancy theory is based on the relationship among the 

individual’s effort, the individual’s performance, and the desirab
ility of 

Outcomes associated with high performance. . 

E— Pp expectancy means that putting eff
ort into a task will lead to 

high performance. 
For example, for Bill to get B in calculus cou

rse, the E — P expectancy 

is high if Bill truly believes that with hard work
 he can get A on the 

final exam. If Bill believes he has neither the ability 
nor the opportunity 

'0 achieve high performance, the expectan
cy will be low, and so will be 

1S Motivation. 

P — O expectancy means that succe
ssful performance of a task will 

ad to the desired outcome. -« tik 
“or example, if an A on the final exam is likely ; 

Calculus course, then Bill’s P + O expectancy will be high. Bill my 

'alk to the professor to see whether an A will 
be sufficient to cam m 

the B in the course. If no, he will be less motivated 
to study hard for the 

Mal exam. 

ely to produce a B in 

Implications for managers: Managers must try to find
 a match between 

j i e 4 Subordinate’s skills and abilities and the job demands. ay ner 

Motivation, managers can clarify individuals needs, “ " ae 

outcomes available from the organization, and ensure m 

wcividual has the ability and
 support needed to attain ou

tcomes. 

Stivating people should come down to three things: ve effort will 

Effort — encouraging the 
belief that making mo 

improve performance. ; . f 
Perfomance — encouraging the belief that a high level © 

ill bri ward. 
performance will bring a good r

e ; 

W Y Outcome — making sure that the reward is at aN high. 

hen these variables are high, we e
xpect motivation 
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Jo) SobiDesign for Motivation {2 
Job in an organization is a unit of work that a single employee within the organization is responsible for performing. Jobs are important because performance of their components may provide rewards that meet employees’ needs. Managers need to know what aspects of a job provide motivation as well as how to compensate routine tasks that have little inherent satisfaction. 
Job design is work atrangement (or rearrangement) aimed at reducing Or overcoming job dissatisfaction and employee frustration arising from repetitive and mechanistic tasks. 

Through job design, organizations try to raise productivity levels by offering non-monetary rewards such as greater satisfaction from a sense of personal achievement in meeting the increased challenge and responsibility of one's work. Job enlargement, job enrichment, job rotation, and job simplification are the various techniques used in a job design process (Figure 8.5). 

Job simplification — job design technique in which Jobs are broken into relatively simple tasks. It aims at greater productivity through reduced application of mental and/or physical effort, Job Rotation — job design technique in which employees are moved between two or more Jobs in a planned manner. The objective is t? expose the employees to different experiences and wider variety of skills to increase job satisfaction and to cross-train them. Job Enlargement ~ job design technique in which the number of tasks associated with a job is increased and appropriate training provided to add greater variety to activities, thus reducing monotony. It is 4 horizontal restructuring method in that the Job is enlarged by adding related tasks. Job enlargement may also result in greater workforce? flexibility. 
Job Enrichment ~ job design techni enlargement concept. Job enrichme satisfaction by increasing the level of iS a vertical resttucturing method 
additional authority, autonomy, and 
accomplished. Also called job enhanc 

que that is a variation of job nt adds new sources of jo0 
responsibility of the employee. It in that it gives the employe? 
control over the way the job 15 ment or vertical job expansion. 
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Figure 8.5 — Types of Job Design a 

Job Simplification Job Rotation 
Worker A = Worker B Worker C Worker A ——»Worker B——pWorker C 

Task Task Task 
1 2 3 

ee 

Job Enlargement 

Worker A 

Theory X and Theory Y for Morivation 

Th Douglas McGregor formulated two ae = human behavior: 
“ory X and Theory Y are summarized in Table 8.1. set McGregor’ Theory X assumes that people = ae 

they don't want to work, and it is the job of the igh oe tate 
“0erce them to work. "McGregor's Theory’ : ne * will do “SSumptions: (1) The average human being dislikes oresi, contealled “Nything fo get out of it; (2) most people must be eS ats toward 
Tirecteg atid ‘threatened or punished to get them fo 

j ing prefers to 
be atizational objectives; and (3) the eee | i 

i fz . ree ee as a "ected, wishes to avoid responsibility, 
Places job security above ambition. titty fae, atsmmeeatiy 

A te, SS d failure to perform att ivati i employee and lai ig “ls and motivation lies with macho a by extrinsie cesvandls wri 

as po” her fault. Employees are mo 
ney, Promotions, and tenure. 

nit; 
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Table 8.1 — Assumptions of Theory X and Theory Y 

Assumptions of Theory X Assumptions of Theory Y 

Employees dislike work and | Employees like work 
will avoid it if it is possible 
Employees must be controlled, | Employees are self-controlled, 
directed, and punished to make | self-motivated, and self-directed 

them work 

Employees want to escape | Employees seek responsibility, 
responsibility they are creative and innovative 

Theory Y suggests employees would behave differently if 
treated differently by managers. Theory Y assumes that higher-order 
needs dominate individuals. The set of assumptions for Theory Y is (1) 
the average human likes work and it is as natural as play; (2) people 
will exercise self-direction and self-control in order to achieve 

objectives; (3) the average human being not only accepts but also secks 
responsibility; (4) human beings are creative and imaginative in solving 
organizational problems. If productivity is low and employees are not 
motivated, then it is considered failure on the manager's part. 

____A few companies still use Theory X management, but many are 
trying Theory Y techniques. These human relations and behavioral 
approaches added important contributions to the study of management 
and organizations. 

CASE STUDY: Theory Z 

William Ouchi studied management practices in the United 
States and Japan and developed Theory Z. Theory Z combines elements 
of both U.S. and Japanese Management styles and is sometimes called 
Japanese Management It assumes that the best management stylé 
involves employees at all | izati j 
characteristics included in Theory z we en, cremization. Spec 
specialized career paths, informal control, group decision making. an 
concern for the individual rises above work-related issues. This theory 
satisfies both lower order and hi gher order needs 
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Looking out for employees' well being satisfies the lower-level 
needs. Incorporating group processes in decision making satisfies 

middle-level needs and encouraging employees to take responsibility 

for their work and decisions satisfy higher-level needs. Many firms are 

increasing productivity by placing more emphasis on group decision- 

Making and teams. Firms are also showing more concern for family- 

telated issues like childcare, flexible work schedules, and 

| telecommuting. 

[ 
Extrinsic reward 

Key Terms | 

Job simplification 

lerarchy of Needs Theory Motivation . 

trinsic reward 
Motivation content theories 

job 
Motivation process theories 

Hob design 
Motivation reinforcement th

eorics 

ob enlargement 
Referent 

ob enrichment 
Theory X 

°° Totation 
Theory Y 

LC — Discussion Questions 
| 

otivational problem for m
any 

motivated X-ray 

orts. How might 

d increase their 

‘ Low-paid service workers represent am ; 

°mpanies, Consider the ill-trained and poorty 

thawte Operators trying to detect weapons In allp 

“se People be motivated to reduce boredom an 
attention? 

2. On 
. “he small ¢ recognizes an Riv, ompany g 

month, who is 

the front door. 

tive motivation a
ssociated with 

employee of the 

; ‘dent’ near 
€n a parking spot next to the president s space 

at theories would explain the posi 

Campbell Soup Company reduces accel dents with a lottery. Each 

"er who works 30
 days or more wit

hout losing 4 day f
o r a job- 
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related accident is eligible to win prizes in a lottery. Why has this 
program been successful? 

4. [f an experienced secretary discovered that she made less money than 
a newly hired janitor, how would she react? What inputs and outputs 
might she evaluate to make this comparison? 
5. Would you rather work for a supervisor high in need for 
achievement, need for affiliation, or need for power? Why? What are 
the advantages and disadvantages of each? 
6. Many organizations use sales contests and motivational speakers to 
motivate salespeople to overcome frequent rejections and turndowns. 
How would these devices help motivate salespeople? 
7. What characteristics of individuals determine the extent to which 
work redesign will have a positive impact on work satisfaction and 
work effectiveness? 

| Experiential Exercise 4 

TEST 1: Theory X and Theory ¥ Scale 

The following are various types of behavior that a manager may engage in when relating to subordinates. Read each statement and rate each one in terms of the extent to which you would use that behavior, according to the following scale, 

1. Make a Great Effort to Do This 
2. Tend to Do This 
3. Tend to Avoid Doing This 
4, Make a Great Effort to Avoid This 

1. Closely supervise my subordinate 
1234 
2. Set the goals and objectiy 
merits of my plans. 1234 
3. Set up controls to 

1234 
4. Encourage my subordinates to set their own goals and objectives. 1234 — 

S to get better work from them. 

es for my subordinates and sell them on the 

assure my subordinates are getting the job done. 
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5. Make sure that my subordinates’ work is planned out for them. 
1234 
6. Check with my subordinates daily to see if they need any help. 
1234 

= 7. Step in as soon as reports indicate that the job is slipping. 1 234 
8. Push my people to meet schedules if necessary. 1 2 340 
9. Have frequent meetings to keep in touch with what is going on. 
1234 

10. Allow subordinates to make important decisions. 
1234 

Scorj : 

Subtract each of your scores for Questions 4 and 10 from the — J. 

Then, add the total points and mark your score on the scale below. 

Ene CASE STUDY: Bloomingdal
e’s ‘il 

Bloomingdale’s is at the forefront of a quiet a 
department store retailing. Thousands of hourly ee ~~ <r : e “Ng converted to commission pay. Bloomingdale’s eS ter “Ommissions to motivate employees to work ee — le ba ©speople, and to enable them to carn more money. For i on. ‘Inder the old plan, a Bloomingdale's salesperson in ‘out and 0.5% Would earn about $16,000 a year, based on = ‘he nal pay “oMmission on $500,000 sales. Under the Se ties Would be $25,000 based on 5% commission on a ne ee is 

John Palmerio, who works in the Men © nd — of “tthusiastic about the changeover. His pay has oo wes a “less 
: Per week. But in women’s ae deel to achieve bnUsiastic. A target of $1,600 in sales pet ¥ a salary and even IS Necessary for salespeople to eam _ oe of commission pay 

“ep their jobs. In previous years, the oe liances, and men’s Was limited to big-ticket items such as furniture, app i me i. well, but 
uits. The move int small-item purchases may nor ™ 

*Mingdale’s and other stores are trying aaa can create more One question is whether Bloataies” s eortistieddon They 
cr-oriented salespeople when they wot “UStomy 
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may be unwilling to handle complaints, make returns, and clean 
shelves, preferring instead to chase customers. Morcover, it cost 
Bloomingdale’s about $1 million per store to install the commission 
system because of training programs, computer changes, and increased 
pay in many departments. If the overall impact on service is negative, 

the increased efficiency may not seem worthwhile. 
Source: R. Daft, D. Marcic. Management: The New Workplace. 

International Student Edition/ 2007. p. 509 

Questions: 

1. What theories about motivation underlie the switch from salary to 

commission pay? 
2. Are high-level needs met under the commission system? 
3. As a customer, would you prefer to shop where employecs aré 
motivated to make commission? 
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CHAPTER 9: TEAMWORK IN ORGANIZATIONS 

Tcams are powerful management tools, because they involve 

and empower employees. Teams can be created within organizations in 
different ways. Thus, workers are more satisfied, and higher 

Productivity and product quality typically result. Teams are an 

important aspect of organizational life, and the ability to manage them 

18 an important component of manager and organization success. 

What is a Team? 

Team — 2 or more people who interact and coordinate their work to 

accomplish a specific goal. 
This definition has 3 components: 

1) 2 or more people are required. Teams can be quite large, running to 

aS many as 75 people, although most have less than 15 people. 

People in a team have regular interaction. People who do not interact 

do not compose a team. 
3) People in a team share a performance goal, whether it is to design a 

New product or write a textbook. 

The Difference between Groups and Teams: 

. Although a team is a group of people, two t 

'nterchangeable. 
Team = Group, but Group # Team 

For cxample, a coach can put toget
her a group of people but he ma

y 

never build a team. The team concept imp
lies the sense of shared 

“ussion and collective responsibility. 

erms are not 

Gro 

pane 
Team 

Designated leader 
~ Shares/rotates leadership role 

- Accountable to each o
ther 

- Collective work produ
cts 

- Encourages open-e
nded 

. ndividual accountability 

. ndividual work products 
Uns efficient meetings 

~ Yiscusses, deci clegate discussions 
ecides, delegates . 

0 Sopra , decides, shares 
Tk to individuals - Discusses, ; 

work 
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Types of Teams 

Formal Self-directed 

Teams 
Vertical Horizontal Special-purpose 
Team Team Team 

Formal Teams: 

Formal teams are created by the organization as part of the formal 
organization structure. Two common types of formal teams are vertical 
and horizontal illustrated in Figure 9.1. A third type of team Is 2 
special-purpose team. 

I) Vertical team — a formal team that is composed of a manager and his 
subordinates from one department; sometimes called functional of command team. Vertical teams include employees from different 
hierarchical levels. So, each department in the organization is a vertical 
team. A financial analysis department, a quality contro! department, 22 accounting department, and a human resource department are all command teams. Each is created by the organization to attain specific 
goals through members’ joint activities and interactions. 

2) Horizontal team — a formal team that is composed of employees from the same hierarchical level but from different departments. horizontal team is drawn from several departments, is given a specific task, and may be dismissed after the task is completed. Such teams ar also called cross-fimctional teams. 

3) Special-purpose team — a tea 
and dismissed once a project is 
comprise employees only from 
for developing a new product li 
of the formal organization an 
members perceive themselves 
team is also called project team. 

m that is created for special projects 
completed. Special-purpose team may 
marketing and production departmen® 
ne. A special-purpose team is still pat 
d has its own reporting structure, bu! 
aS a separate entity. Special-purpoS® 
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Figure 9.1 — Horizontal and Vertical Teams in Organizations 
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Self-Directed Teams: 

Self-Directed Team — a group of people, usually employees ae 

“Ompany, who combine different skills and talents to work without t L sual Managerial supervision toward a common purpose OF 495 YPically, a self-directed team has somewhere between two is ine Members, An optimal team is said to be between five and 

members, ; 's mission Members of self-directed teams use their company's ful and Statement to develop their purpose, which must be une ee 

in Cticial to the company. Purposes might include p end modi 
: “Teasing sales and productivity, career tramme, 
Mpr PrOvement. 

work together. F ey want [Oo Team members must decide how they ee on the rules Rcans- ey must agr “USe a manager or boss does not lead, they Some teams create a ch deadlines for accomplishing their on 4 of each member. If 
“T or set of rules that describe what is exp 
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problem arises during the course of a project, the team members work 

together to provide a solution. 

In order for a self-directed team to succeed, the company or 

organization must provide a meaningful mission statement to the team, 

empower the team to do what it needs to do including making 

important decisions, support the team, establish and provide the 

boundaries, rules, and company policies, and train the members with 

the skills and knowledge needed to accomplish their purpose. But, in 

the end, the team is held accountable for the success or failure of a 

project. 
Self-directed teams are typically permanent teams that include 

the following elements: 
Vv Employees with several skills and functions 

¥ Given access to various resources — information, equipment, 
machinery, and supplies needed to perform the complete task 

¥ Empowered with decision making authority, select new 

members, solve problems, spend money, monitor results, and 
make plans for future 

Characteristics of Teams 

Managers are trying to design teams for greater effectiveness 
They have to take into consideration team characteristics which affect 
team dynamics and performance. These characteristics include: SiZ® 
Diversity, and Member roles. 

1) Team Size: 
v Ideal size is thought to be 7 members; 
v Variations of teams from 5 to 12 members typically are 

associated with good team performance; 
v Small teams (2-4 members) show more agreement, ask more 

questions, exchange more opinions. Team members want to gel 
along with one another. Small teams have more satisfaction and 
enter into more personal discussions. 
Large teams (12 or more) tend to have more disagreements and 
differences of opinion, form subgroups, conflicts among them 
often occur. Large teams te i nd to be le an absenteeism are higher. SS frendly, tumovet 

v 
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2) Diversity: 

Since teams require a variety of skills, knowledge, and 

experience, it seems likely that diversified teams would be more 

effective than homogeneous ones. 
Diversified teams tend to: . 

Y Produce more innovative solutions to problems; 
Y Become a source of creativity; . 
Y Functional, racial, national, gender diversity have a positive 

impact on work team performance 

3) Team Member Roles: 
For a team to be successful over the long run, it must be 

Structured so as to both maintain its members’ social well-being and 

accomplish its task. In successful teams, the requirements 
for task 

Performance and social satisfaction are m
et by the emergence of two 

types of roles. 
. 

Figure 9.2 illustrates task specialist and 
socioemotional roles in 

teams. When most individuals in a 
team play a social role, the team Is 

Socially oriented. Members do no
t criticize or disagree with one a

nother 

and do not forcefully offer opinions or try to accomplish team tasks, 

©cause their primary interest is to keep the team happy. Teams with 

Mostly socioemotional roles can be very satisfying, but the
y also can be 

Unproductive. 

°cioemotional role — a role in which 
the individual 

or team members’ emotional needs. 
oe task 

At the other extreme, a team made up primarily o ast 

SPecialists will tend to have 
a single concern for task accom

plishmet ; 

1S team will be effective for 
a short period of time but wil

l note 

“tisfying for members over 
the long run. Task specialists 

convey title 

“Notional concern fo
r one another, are 

unsupportive, and ignore
 rn 

Members? social and emotion
al needs. The task-oriented 

team can 

anctless and unsatisfying. 
._" Specialist role — a role in W 

me and energy helping the team 
to reach its go 

Tole As Figure 5.2 illustrates, s
ome team me 

lio Such people often become t
eam leaders. 

task. ! role — a role in which 
the individual bot 

and supports members’ 
emotional needs. 

provides support 

hich the individu
al spends persona

l 

al 
mbers may play 

a dua 

h contributes t
o the team’s 
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Figure 9.2 - Team Member Roles 

High | Task Specialist Role Dual Role 

Focuses on task accomplishment 

over human needs. 
* Focuses on task and people. May 
be a team leader. 

Important role, but if adopted by 
everyone, team’s social needs 
won't be met. 

° Important role, but not essential if 
members adopt task specialist and 
socioemotional roles. 

Socicemotional Role 

Member 

Task 

Behavior Non participator Role 

* Contributes little to either task or 
people needs of team. 

* Focuses on people needs of 
team over task. 

* Important role, but if adopted by 
everyone, team’s tasks won't be 

accomplished. _— 

* Not an important role-if adopted 
by too many members, team will 

Low disband. 

Low Member Social Behavior High 

The last type of role is called nonparticipator _ role. 
Nonparticipators typically are held in low esteem by the team. 
Nonparticipator role — a role in which the individual contributes little 
to either the task or members’ socioemotional needs. 

The most important thing for managers to remember is that 
effective teams must have people in both task specialist and 
socioemotional roles. Humor and social concern are as important t0 
team effectiveness as are facts and problem solving. Managers als° 
should remember that some people perform better in one type of role. 

Stages of Team Development 

After a team has been created, t 
which it develops (Figure 9.3). 
teams. Recall a time when you 
class assignment. Over time the 
members had to get to know 0 
divide the labor, and clarify th 

here are distinct stages throug! 
New teams are different from mature 
were a member of a new team to 4° 
team changed. In the beginning, tea 
ne another, establish roles and norms 
¢ team’s task. In this way, cach tea! member became part of an operating team. The challenge for leaders iS 

to understand the stages of team de . evelopment and cti at wil 
help the group improve its functioning. Pp take action th 
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1) Forming is characterized by orientation and acquaintance. Members 
are getting acquainted, test each other for friendship and task 
orientation. Uncertainty is high at this stage, and members usually 
accept whatever power or authority is offered by either formal or 
informal leaders. . 

2) Storming is the stage of team development in which individual 

Personalities, roles, and resulting conflicts emerge. One subgroup may 

disagree with another over the total team’s goals or how to achieve 
them. . 

3) Norming is a stage in which conflicts developed during the storming 

Stage are resolved and team harmony and unity emerge. Members come 

to accept and understand one another and they develop a sense of team 

Cohesion. This stage typically is of short duration. 

4) Performing is a stage in which members focus on problem solving 

and accomplishment of the team’s task. Members are committed to the 

team’s mission. During this stage, the leader should concentrate on 
Managing high task performance. Both socioemotional and tas 

Specialists should contribute. 
>> 

Figure 9,3 — Stages of Team Development 

Adjourning: 

Task completion 

Leader: Bring closure, 
signify completion 

Performing: 

Cooperation, problem s
olving 

Leader: Facilitate tas
k accomplishment 

Norming: 
_ 

i rand cohesion’: .~.. 
Establishment of order

 an : 

Leader: Help clarify team
 roles, norms, values 

SS 

Storming: 

Conflict, disagreement 

Leader: Encourage p
articipation 

___ 

Forming: 
« ontati k the ice Orientation, brea | interchanges 

Leader: Facilitate soc
ia 
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5) Adjourning is a stage in which members prepare for the team’s 
disbandment. Task performance is no longer a top priority. Members 
may feel strong cohesiveness, depression or even regret over the team’s 
disbandment. They may feel happy about mission accomplishment and 
sad about the loss of friendship and associations. At this stage the 

leader may give rewards for the task accomplishment. 

Team Cohesiveness 

Team cohesiveness — extent to which team members are attracted to the 

team and motivated to remain in it. 
Members of highly cohesive teams are committed to team 

activities, attend meetings, and are happy when the team succeeds. 
Members of less cohesive teams are less concerned about team’s 
welfare. High cohesiveness is normally considered an attractive feature 
of teams. 

The outcome of team cohesiveness can fall into two categories — 
— morale and productivity. As a general rule, morale is higher if 
cohesive teams because of increased communication among members, 
a friendly team climate, maintenance of membership because © 
commitment to the team, loyalty, and member participation in team 
decisions and actions. High cohesiveness has almost uniformly good 
effects on the satisfaction and morale of team members. 

Key Terms 

Adjeurning stage Special-purpose team 
ual role Task specialist role 

Horizontal team Team 
Nonparticipator role Team cohesiveness 
Self-directed team Vertical team 
Socioemotional role 
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| Discussion Questions 

1. Volvo went to self-directed teams to assemble cars because of the 
need to attract and keep workers in Sweden, where pay raises are not 

motivator and many other jobs are available. Is it a good reason for 
using team approach? Discuss. 
2. What are the five stages of team development? What happens during 

each stage? 
3. When you are a member of a team, do you adopt a task specialist role 
or socioemotional role? Which role is more important for team’s 
effectiveness? Discuss. 
4. Once a company had 40% of its workers and 20% of its managers 

resign during the first year after reorganizing into teams. What might 
account for this dramatic turnover? How might managers ensure a 

SMooth transition to teams? 

[ 
Role Playing: show how your team, 
Passes through stages of team development. : 

Participate. A leader must show his b
ehavior in each sta 

must prepare colorful posters (you may use paints, markers, or 

omputer printouts) of A4 format 
where names of each stage are 

Supposed to be written. You should as
sign the color to each stage 

ich, in your opinion, best corresponds to it. Maximum “me that a 

eam may spend for the role playing is 5 minutes (ic. 1 stag 

Iminute, not more). Be creative! 

ease STUDY
: Team Development at H

yundai | 

has been 

h Learning and development company True ae 
sffective 

Clping staff at Hyundai Car UK to develop closer an mor ee at 

Srking relationships. Hyundai Car UK's import ae 
The teams do 

ot ury Docks and handle over 33,000 
cars every ye - rve-delivery 

Yerything from unloading the vehicles throug 

Homework | 

which prepares a Business Plan, 

t. All team members must 

ge. Each team 

143



inspections and the fitting of special items such as alarms and music 

systems. 
Managers at Tilbury wanted to improve the collaboration, and 

help their staff each get a better understanding of others’ roles and daily 

pressures. Staff at Tilbury is split over three arcas — (1) office, 

administration and managers; (2) workshop staff; (3) and drivers. 

Although these three groups of people work together, their roles are 

separate so there was little understanding or empathy’ with colleagues’ 

daily issues. Rob Gearing — import operations manager at Tilbury, 
called in learning and development company Truc North, to help. 

Andy Parker, True North's managing director, recalls: "I went 

to Tilbury and discussed the teamworking issues in detail, listening t© 
Rob and his team to understand how we could affect some meaningful 

change; something that would deliver real business benefits. Wé 

discussed how team issues affect the business, and what the best 
possible outcomes would be from some kind of Icarning event. Rob 
wanted to develop more of a sense of team, get people to really 
understand each other and work together better. Like many businesses, 
the sheer pace” of the working day doesn't always give time for people 

to appreciate each other as people — you often only get time to do that 

when you meet outside of the working environment. We decided that 
this was the solution." 

True North was engaged to develop a team building day- 
Although the day wasn't going to be a ‘corporate jolly”, it was decided 
that it should have a strong fun element, as a reward for the team hitting 
its car-processing target. 

True North developed a series of team building activities» 

which were all designed to get people interacting on more than 4 
superficial level, so that they would learn how to better collaborate 

some r the lighter activities included a ‘racing challenge’ where teams 

"Even the fun activitie if mon, walle building team awareness 
s allow us to get people to think abou! 

\ . ; Empathy SMNATHA, COUYBCTBHE; ComepexuBaHHe 
Sheer pace — rapid speed 

3 7, . 
; Corporate jolly — kopnopatusnaa panocts 

To be pitted against P gi each other — 6ui1b CTpaBAeHHBIMH MpoTHB Apyr Apyra 
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themselves and others and give us a means of promoting key 

messages," said Parker. True North also ran three facilitated sessions, 

each using two professional coaches, to get people to think and talk 

about how things worked in the workplace, and what it would take to 

make the workplace better. . 

Participation during this kind of session is the key to suc
cess — 

the coaches help people openly explore issues and collaborate to 

Propose solutions. "This really allows people to communicate 
their 

issues — and to get others to understand and empathize w
ith them," said 

Parker. "It also enables everyone to work as a team, t
o create their own 

solution. It's this kind of thing that really changes the way 
that people 

work - they carry this back to the workplace and then act on it.
" 

The day was held off-site, away fro
m the distractions of the 

business, and had an almost 100% attendance 
rate. "Wwe got some 

fantastic feedback," said Parker. "People were te
lling us that it's the best 

event of this type that they've been to. And, 
what's more important, it 

has had a real impact on the business. So many of thes
e types of events 

are a waste of money, or just 
embarrassing to attend. We've 

all seen 

how painful they can be, from 
episodes of The Office! But prop

erly 

Tun, with defined goals and professiona
lly managed sessions, they ca

n 

Teally get people thinking and changing how they work for
 the better, 

resulting in a stronger team and a more effective business. 

Clive Beer, Hyundai's Operations 
Planning & Development 

anager commented, "It was really pleasing to sce 
everybody, without 

€Xception, joining in and getting involved. There was good co- 

°peration across all the different departments and 
the challenge for 

€verybody at Tilbury now 
is to ensure that the good 

work is carne 

Otward." 

(. Source: http:/Avww.training 

- What were the problem
s faced by Hyundai Car 

UK? Discuss. 

‘How did Andy Parker m
anage these problems? us 

- What techniques would you 
recommend except those 

Tector of True North? 

reference.co. uk/new
s/gn041217. htm) 

ed by the 
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CHAPTER 10: COMMUNICATION AND CONFLICT 
MANAGEMENT 

How important is communication? Communication is 
extremely important in organizations. For example, when managers 

perform the planning function, they gather information; write letters, 
memos, and reports; and then meet with each other to explain the plan. 

When managers lead, they communicate with subordinates to motivate 

them. When managers organize, they gather information about the state 
of the organization and communicate a new structure to others. 

What is Communication? 

Communication — a process by which information is exchanged and 
understood by people, usually with the intent to motivate or influence 
behavior. 

e Manager spends 80% of every working day in direct 
communication with others — 48 min/hour 

e Manager spends 20% of every working day in communication 
in the form of reading and writing -12 min/hour 

Figure 10.1 illustrates the crucial role of managers in the 
communication process. Managers gather important information from 

Figure 10.1 - Manager’s Role in the Communication Process 

External Internal 
Information 

Informatio 

Manager as Monitor 
-info processor 
-info communicator 

Le 

Manager as Disseminator Manager as Spokesperso! 
— communicates info to ~ communicates info to 
subordinates people outside the org-n 
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both inside and outside the organization and then distribute appropriate 
information to others who need it. Effective managers use many 
communication methods, including selecting rich channels of 

communication, facilitating upward, downward, and horizontal 

communication, understanding and using nonverbal communication, 

and building informal communication networks that cross 
Organizational boundaries. 

Communication Process Model 

Many people think communication is simple. After aa ae 

Communicate every day without even thinking about it. ° v 

Communication is usually complex, and opportunities ior sen : 6 a7 
Teceiving the wrong message are innumerable. No dou oy depiots 

Card someone say, “But that’s not what I meant!” Figure 10. 

Ow communication process occurs. 
; ssage. Encoding — selection of symbols with which to compose a me g 

. . j message for the 
ecoding — translation of the symbols used in a g 

Purpose of interpreting its meaning 

Figure 10.2 — A Model of the Communication Pro
cess 

ohn. 

Re 
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Two common elements in every communication situation are 
the sender and the receiver. The sender is anyone who wishes to 
communicate an idea to others. The receiver is the person to whom the 
message is sent. The sender encodes the idea by selecting symbols 
(words, letters, body language, voice tone, etc.) with which to compose 
a message. The message is sent through a channel. The channel can be 
a formal report, a telephone call, or a face-to-face meeting. The receiver 
decodes the symbols to interpret the meaning of the message. Encoding 
and decoding are potential sources of communication errors, because 
knowledge, attitudes and background act as filters and create “noise” 
when translating symbols to meaning. Finally, the feedback occurs 
when the receiver responds to the sender’s communication with a retum 
message. Without feedback, the communication is one-way; with 
feedback, it is nvo-way. Feedback is very important because it enables 
the sender to determine whether the receiver correctly interpreted the 
message. 

Communications can break down if sender and receiver do not 
encode or decode language in the same way. The selection of 
communication channels can determine whether the message i$ 
distorted by noise and interference. 

Communication Channels 

Managers have a choice of many communication channels 
through which to communicate to other managers or employees Managers can communicate through formal reports, memos and lette!s: 
electronic mail, telephone, and face-to-face talks. The channels 
available to managers can be classified into a hierarchy based 0? 
information richness. 

Channel tichness ~ the amount of information that can b¢ transmitted during communication. 
Face-to-face discussion 

permits direct experience, immedi 
key point here for manager is to 
best (Figure 10.3). It is importan 
communication channel has ad 
each can be an effective Mean 
circumstances. Channel Selectio 

is the richest medium, because it 
ate feedback, and personal focus. Th¢ 
choose a channel that fits the messag° 
t for Managers to understand that cach 

vantages and disadvantages, and that 
8 of communication in the approprialé 
n depends on whether the message iS 
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Figure 10.3 — Channel Richness 
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ily di 
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Toutine or nonroutine. Nonroutine messages typically are ambiguous, 
Concern novel events, and impose great potential for misunderstanding. 

€y often are characterized by time pressure and a see ry 
fan communicate nonroutine messages only by selecting rich ane 

Sutine messages are simple and straightforward. They convey . ak 
Statistics or simply put into words what managers already: aBree <a q 
Understand. Routine messages can be effectively commun! . on 

Tough a channel lower in richness. ‘ie enemas the Should be used when the audience is widely dispersed or when 

c oe, d is required. 
©Mmunication is official and a permanent recor q 

Nonverbal Communication 

a er bal communication — a ie “Hons and behaviors rather than through nae - speak louder than 
Most of us have heard the say!ng as all ihe time, whether Words”. Indeed, we communicate without Wares ° © realize it or not. 

transmitted through
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Managers should learn that words themselves carry little 
meaning. Major parts of the shared understanding from communication 

come from the nonverbal messages of facial expression, gestures, 

voice, mannerisms, posture, and dress. 

Nonverbal communication occurs mostly face-to-face. One 
researcher found three sources of communication cues during face-to- 

face communication: the verbal, which are the actual spoken words; the 
vocal, which include the pitch, tone, and timbre of a person’s voice; and 
facial expressions. According to this study, the relative weights of these 
factors in message interpretation are as follows: verbal impact — 7%, 
vocal impact — 38%, and facial impact — 55%. To some extent, we are 
all natural face readers. 

A good manager should not only share information with others but also 
he should be able to listen to others. 
Listening requires attention, energy, and skill. Although about 75% of 
effective communication is listening, most people spend only 30 to 40 
% of their time listening, which leads to many communication errors. 

CONFLICT MANAGEMENT 

Conflict — rival interaction in which one party attempts to contradict the 
intentions or goals of another. 

Conflict is inevitable whenever people work together in teams: 
Conflict can arise among members within a team or between one tea™ 
and another. Competition, which is rivalry among individuals or teams: 
can have healthy impact because it energizes people toward highe! performance. 

Some conflict can actually be beneficial to teams, A healthy 
level of conflict helps to prevent groupthink, in which people are 5° committed to a cohesive team that they are unwilling to express 
different opinions. When people in work teams go along simply for the 
sake of harmony, problems typically result. Thus. a degree of conflict leads to better decision making because multiple viewpoints are expressed. Among top management teams, for example, low levels ° 
conflict have been found to be associated with poor decision making. However, conflict that is too strong, that is focused on ersonal rather than work issues, or that is not managed appropriately = be 

150 

Figure 10.4 — The Relationship between Conflict and Performance 
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damaging to the team’s morale and productivity. Too much conflict ca 
© destructive, tear relationships apart, and interfere with the ae

 

€xchange of ideas and information. Team leaders have to
 find the rig ‘ 

alance between conflict and performance, as illustrated in Figure 10.4. 

00 little conflict can decrease team performance because
 the ioe 

doesn’t benefit from a mix of opinions and ideas — even
 agers s 

~ that might lead to better solutions or prevent the teats from Me" hs 
mistakes, At the other end of the spectrum, too much conflict ee

 

the team’s cooperative efforts and leads to a decrease in emp Sait 
Satisfaction and commitment, hurting performance. A es on

 

of conf]; ef Phat fomennnell appropriately typically results in the hig 

“Vels of performance. 

Causes of Conflict 

Seve in conflict: : 
©veral factors can cause people to engage 11 CO rmation, and supplies. : info Y Scarce Resources: include moncy, iat ices, which throws 

Individuals may wish to increase their resources, 

them into a conflict. 
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¥ Jurisdictional Ambiguities: conflicts emerge when job 
boundaries and responsibilities are unclear. When task 
responsibilities are well defined and predictable, people know 
where they stand. When they are unclear, people may disagree 

about who has responsibility for specific task. 
Y Communication Breakdown: poor communications result in 

misperceptions and misunderstandings of other people and 
teams. 

Vv Personality Clashes (Conflicts): a personality clash occurs 
when people simply do not get along or do not see eye-to-eye 
on any issue. Personality clashes are caused by basic 
differences in personality, values, and attitudes. 

¥ Power and Status Differences: occur when onc party has 
disputable influence over another. People may engage in 
conflict to increase their power and influence in the team oF 
organization. 

Y Goal Differences: conflict often occurs simply because people 
are pursuing different goals. Goal differences are natural in 
organizations. For example, the sales department may have 
goals that conflict with those of the manufacturing. 

Styles to Handle Conflict 

In any conflict a person will have one of three possible roles: 
v initiator — the person who confronts another person about 4 

conflict with a view to resolving it 
v responder — the person confronted by an initiator 
v mediator — the person who brings conflicting parties togethe! and helps them to resolve the dispute 

Teams as well as individuals develop specific styles for dealing 
with conflict, based on the desire to satisfy their own concern versus t¢ 
other party’s concern. A model that describes five styles of handling 
conflict is shown in Figure 10.5. The two major dimensions are th? extent to which an individual is assertive versus cooperative in his 
her approach to conflict. 
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Figure 10.5 — A Model of Styles to Handle Conflict 

i e 

High ‘Competing Collaborating 

Assertiveness Compromising 

(thinking about ° 

Own interest) 

Avoiding Accommodating 
Low | e : 

Hig 

Low Cooperativeness 

(thinking about another party's 

interest) 

Competing Style (Forcing Style is used when you stress your position 
Without considering other points of view. The goal ls ° v 

ke quick 

Conflict. The competing style is used when a person aes To develop 
action, make unpopular decisions, or handle vital es ese 

your 

this style you must develop your ability to argue an 4 learn to state 
"ank or position, assert your opinions and feelings, 

an 

Your position and stand your ground. , 

Overuse of this style can lead to 
lack of feedback, reduce 

learning, and low empowerment. This
 can result in being ee 

Yes-Men”, People who overuse the competing » ills training 

Provocative statements due to a lack 
of interperson ee eurors in 

€n overuse is taken to an extreme, the pe
rson Wi id O eommation, 

¢ implementation of the task by withholding sin
 "using eye 

talking behind another person’s back (“back-sta vat ead creating 

Motions and gestures designed to express dis
approva’, 

SNaetions by fiddling or intermapane
 le leads to a lowered level of 

. Underuse of the competing sty’ mpeting style is 

"fluence, indecisiveness, and slow action. We a ade justifying the 
“Underused some behaviors that people show 
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behaviors, demanding allowance as a condition of working on the 

problem, threatening separation as a way of making others give in, and 

launching personal attacks. 

Avoiding Style is used when you neither satisfy your interests nor 

interests of the other person, the goal is to delay. This style is 
characterized by low assertiveness and low cooperativeness. It is 

appropriate to use this style when there are issues of low importance, to 

reduce tensions, or to buy time. Avoidance is also appropriate when 
you are in a low power position and have little control over the 

situation, when you need to allow others to deal with the conflict, oF 
when the problem is indicative of a much larger issue and you need to 
work on the core issue. To develop skills in this style use foresight 0 
knowing when to withdraw, learn to avoid loaded questions or sensitive 

areas by using diplomacy, become skillful at creating a sense of timing; 

and practice leaving things unresolved. 
Overuse of the avoidance style can result in a low level of input 

and allowing issues to worsen, which can produce a breakdown i? 
communication between team members. This can restrain 

brainstorming sessions from being productive and can prevent the team 

from functioning. People who overuse avoidance fecl they cannot speak 
frankly without fear of consequences. The overuse of conflict 
avoidance can often be a result of childhood experiences, past work- 
related incidents, and negative experiences with conflict resolution. 
Behaviors associated with the overuse of avoidance include bein$ 
silent, sullen, and untruthful when asked if something is wrong being: 
A person also begins to be negative, critical and sarcastic. Othe 
extreme avoidance behaviors include becoming passive aggressive > 
being late and not paying attention at meetings. It also lends a greate 
importance to this style as Compared to the other styles because you 

have devoted such Bethe nate amount of time to the style. t 

feelings. In addition, work can b sy'¢ results in ho stility and BY , ecome overwhelming because 10° 
many issues are taken seriously at . tee, tO 

. Poy 
once, re 

t t 

prioritize and delegate. sulting in an inability 

Compromising Style is finding a middle point or sacrificing some of 

your intcrests and giving to another person’s interests. This style 5 
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moderately assertive and moderately cooperative; the goal is to find 

middle ground. The compromising style is used with issues of moderate 

importance, when both parties are equally powerful and equally 

committed to opposing views. This style produces temporary solutions 

and is appropriate when time is a concern, and as a support for the 

competing and collaborating styles when they are unsuccessful in 

resolving the situation. Compromising skills include the ability to 

communicate and keep the dialogue open, the ability to find an ans
wer 

that is fair to both parties, the ability to give up part of what you want, 

and the ability to assign value to all aspects of the issue. 

Overuse of the compromising style leads to loss 
of long-term 

Goals, a lack of trust, creation of a cynical 
environment, and being 

Viewed as having no firm values. Overuse of compromis
e can result in 

Making special consideration to keep people happy without resolvi
ng 

the original conflict. 
Underuse leads to unnecessary disagreements

, frequent power 

Struggles, and ineffective negotiating. 

Collaborating Style is used when a person wants to s
atisfy both sides. 

It is highly assertive and highly cooperative; the goal is to find @ 

_Win/win” solution. Appropriate 
uses for the collaborating style inc

lu e€ 

INtegrating solutions, learning, merging perspectives, gaining 

Commitment, and improving relationships. Using this 
style can 1p POT 

pen discussion of issues, task proficiency, equal distribution of wor ; 

among the team members, better brainstorm
ing, and development 0 

Creative problem solving. This style is appropriate 
to us frequently i a 

team environment. Collaborating skill
s include the ability to use active 

°F effective listening, confront situations in a non-thre
atening way, 

analyze input, and identify underlying concerns. 
Jing too 

Overuse of the collaborating style can lead to Pity and 

Much time on insignificant matters, diffusio
n of responsiblity, 

“Ing overloaded with work. 
Underuse can result in using quick 

Commitment by other team members, disempo 
novation, 

fix solutions, lack of 

werment, and lo
ss of 

your interests in 
order 

“commodating Style is completely sacrificing * associated with low 

° Satisfy the interests of others. This style } 
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assertiveness and high cooperativeness; the goal is to give up. The 

accommodating style is appropriate to use in situations when you want 

to show that you are reasonable, develop performance, create good will, 

keep peace, retreat, or for issues of low importance. Accommodating 

skills include the ability to sacrifice, the ability to be selfless, the ability 

to obey orders, and the ability to give up. 
. Overuse of the accommodating style results in ideas getting 

little attention, restricted influence, loss of contribution, and anarchy. 

People who overuse the accommodating style exhibit a lack of desire to 
change and usually demonstrate anxiety over future uncertainties. One 

of their main desires may be to keep everything the same. When 

accommodating is overused certain behaviors emerge. Some of thes¢ 
emergent behaviors include giving up personal space, making "me" oF 
other victim statements, being overly helpful and then holding 4 
grudge, and speaking in an extremely quiet almost unintelligible voice. 

Underuse of the accommodating style can result in lack of 
rapport, low morale, and an inability to give up. When the 
accommodating style is underused a person may display apathy as 4 

way of not addressing the anger or hurt, and make statements full of 
innuendo and double meanings. 

Effective leaders vary their st i __ Effecti yle of handling conflict to fit 4 
specific situation. Each of these five styles is appropriate in certaif 
cases. Table 10.1 shows when each style should be uscd. 

_ 

Table 10.1 — The Use of Styles for Handling Conflict 

relationship; 

- time allows avoidance 

Accommodating You win, I lose. - the maintainance of the 

Style "I don't care that | relationship outweighs all other 

much; have it your | considerations; 

way." - the changes you agree to are not 

important to you; 

- the time to resolve the conflict is 

limited 

Compromising You win some, I - the issues are complex and 

Style win some. critical and there is no clear-cut 

"Let's split the solution; 

difference." - all parties have a strong interest 

in different solutions; 

- time is short 

Collaborating You win, I win. ~ the maintenance of relationships 

Style "Two heads are is important; 

better than one." - time is available; 

- the conflict is between peers 

(equal status, power ) 

Conflict 
Management Inter i Styles pretations Use this style when: 

Competin 
(Forein iv r You lose, I win. - the conflict is about personal 

8) Style Might makes differences (e.g. values); 
right." ; o >. . 
ght. - the maintenance of relationships 

IS not important; 

Avoiding Style You lose Tios - conflict resolution is urgent 

"Tq €, } lose. | - your interest in the issue is not 
rather not deal high; 

with it " > . ; 
now. - confrontation would seriously 

| damage an important working -~ 
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Onflict management 

[ Key Terms 
| 

Accommodating style Decoding 

Avoiding style 
Disseminator 

annel richness Encoding 

Collaborating style Initiator 

Ommunication 
Mediator _ 

Ompeting (Forcing) style 
Nonverbal communication 

ompromising style Responder 

Onflict 
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| Discussion Questions | 

1. Describe the elements of the communication process. Give an 

example of each part of a model as it exists in the classroom between 

teacher and students. 

2. Some senior managers believe they should rely on written 

information and computer reports because these yield more accurate 

data than do face-to-face communications. Do you agree? 
3. Why is management by wandering around considered effective 

communication? Consider channel richness and nonverbal 

communications in formulating your answer. 

4. Is speaking accurately or listening actively the more important 

communication skill for managers? Discuss. 

5. Provide your own examples for each cause of conflict. 
6. Assume that you are a part of student project team and one member 
is not doing his or her share. Which conflict resolution strategy woul 

you use? Why? 
7. Do you think a moderate level of conflict might be healthy for a” 

organization? Discuss. 

8. What is the relationship between team cohesiveness and team 
performance? Explain. 

| Experiential Exercise 

Test: Listening Self-Assessment 

Instructions: Choose one response for each of the items below. Bas® 

your choice on what you usually do, not on wh ; erso8 

should do. 
what you think a p 

1. When you are going to lunch with a friend, you: 
a. Focus your attention on the menu and then on the servic® 
provided; 
b. Ask about events in your friend’s li ion t0 what’s said: d’s life and pay attent 
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—_ 

c. Exchange summaries of what is happening to each o
f you 

while focusing attention on the meal. 

2. When somcone talks nonstop, you: 

a. Ask questions at an appropriate time in an attempt 
to help the 

person focus on the issue; 

b. Make an excuse to end the conversation; 

c. Try to be patient and understand what you 
are being told. 

3. If a group member complains ab
out a fellow employee who, you 

believe, is disrupting the group, you: - 

a. Pay attention and withhold your op
inions, 

b. Share your own experiences and feelings about that 

e . 

ay the group member’s feelings and ask 
the group 

member what options he or she has. 

4. If someone is critical of you, you: 

a. Try not to react or get upset; 

b. Automatically become cur
ious and attempt to learn mor

e, 

c. Listen attentively and then back up your position. 

eone tells you to change 
the 

a person is wrong, so you: 

d keep doing what you 
were 

5. You are having a very busy day and s
om 

Way you are completing a task. You believe 

a. Thank her or him for the 
input an 

doing; 

b. Try to find out why she 
or he thinks you should cha

nge ou 

c. Acknowledge that the o
ther may be right, tell her 

or y 

are very busy, and agree to follow up later. 

6. When you are ready to respond to someone else, you believe it 1s 
a. Sometimes will interrupt the person 1 y 
necessary; 
b. Almost always speak before the other 

talking; . : ther has 

c. Rarely offer your response 
until you believe the o 

finished. 

is completely fin
ished 
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7. After a big argument with someone who you have to work with 

every day, you: 
a. Settle yourself and then try to understand the other’s point of 

view before stating your side again; 
b. Just try to go forward and let bygones be bygones; 

c. Continue to press your position. 

8. A colleague calls to tell you that he is upset about getting assigned to 

a new job. You decide to: 
a. Ask him if he can think of options to help him deal with the 
situation; 

b. Assure him that he is good at what he does and that these 

things have a way of working out for the best; 
c. Let him know you have heard how badly he feels. 

9. If a friend always complains about her problems but never asks about 
yours, you: 

a. Try to identify areas of common interest; 
b. Remain understanding and attentive, even if it becomes 
tedious; 

c. Support her complaints and mention your own complaints. 

10. The best way to remain calm in an argument is to: 
a. Continue repeat your position in a firm but even manner; 
b. Repeat what you believe is the other person’s position; 
c. Tell the other person that you are willing to discuss the 
matter again when you are both calmer. 

Score Each Item of Your Listening Self-Assessment 

2. (a) 10 (b) 0 (c) 5 

3. (a) 5 (b) oO (c) 5 

4. (a) 5 (b) 10 (c) 0 
5. fa) 0 (b) 10 () 5 
6 fa) 5 (b) 0 (c) 10 
7. (a) 10 (b) 5 (c) 0 

8. (a) 5 (b) 5 (c) 10 
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9. (a) 0 (b) 10 (c) 5 
10. (a) O (b) 10 (c) 5 

Add up your total score 

| Practical Exercise 
| 

Identify the most appropriate conflict management style as: 

d. compromising 4. avoiding . 
e. collaborating b. accommodating 

¢. forcing 

1. You have joined a committee in order to meet people. Y
our 

. : i ing on 
interest in what the committec does 

is low. While serving 

another member. You realize that you have t 

other party is using a forcing style. 

2. You are on a task force that has to selec 

four alternatives will all do the job. It’s th 

service that people disagree on. 
; 

3. You are a sales manager. Beth, o
ne of your competent sale: 

; u are 
people, is trying to close a big sale. The ae area on the 
discussing the next step she will make. YO 

strategy to use to close the sale. . ou 

4. You axe late on your way to an ipo ork area you ‘sec 

leave your office, at the other end of fi tead of working. 
Chris, one of your employees, goofing oft i It’s slow so you 

5. You are over budget for labor this mon © work early. Kent 

asked Kent, a part-time employce, . he needs the money. 
tells you he doesn’t want to g0 because 

ject a new computer. The 

e brand, price, and 

161



| Homework | 

Role Playing: Show the cause of the conflict at the workplace
. One of 

you will be initiator of the conflict, the other one will be responder. 

Show how you can handle one conflict situation using two styles. 

Prepare colorful posters of A4 format where cause of conflict and 

conflict styles are supposed be written. Maximum time for role playing 

is 5 minutes (i.e. 1 scene = 2.5 minutes, not more). Be creative! 

—— a 

Team 1: 
Conflict: Scarce Resources — 1) Competing (Forcing) style 

2) Accommodating style 

a 

Team 2: 

Conflict: Jurisdictional Ambiguities —=— 1) Collaborating style 

2) Compromising styl¢ 

Team 3: 
Conflict: Communication Breakdown ——) Avoiding style 

2) Accommodating 

e a Team 4: 
Conflict: Personality Clashes —=— 1) Compromising style 

2) Competing style 

Team 5: 
Conflict: Power and Status Differences — 1) Avoiding style 

2) Collaborating 

Team 6: 
Conflict: Goal Differences 1) Accommodating style 

2) Compromising style 
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L CASE STUDY: Workplace Conflict | 

Jennifer is a woman in her mid-thirties who is responsible for 

Staging and scheduling events for a corporation in F
resno, California. 

She has been effective in her ‘relationships with the
 public and with 

vendors for the events; however, she has not followed 
internal rules on 

booking familics as carefully as she should have. 

Steve, a mid-level manager in his forties, is responsible f
or the 

care, maintenance and supervision of the facilities. He’s tired of 

Jennifer’s failure to give him proper notification for schedule
d events. 

; Jennifer came to him with an event that needs 
to use one of the 

buildings that Steve is responsible for; however, she missed the 

required two-week notification by one 
day, and Steve said, "No, too 

late. You needed to get that to me yesterday in 
order to make it happen 

i time." He was rude in hi
s manner and made it clear 

that Jennifer had 

Token the rules for the last time. 

staff Jennifer returned to her office told 
her story to all the clerical 

Sune, She finally complained to 
her supervisor Dave that Steve was

 not 

i PPortive of the office goals and refused to talk to her. He’s 

nflexible, and doesn’t understand 
that, when we are dealing with 

the 

Ong we have to work with their time-table as w
ell." Dave listened, 

as went to his boss, the division manager, Albert, 
who is Steve s boss 

su well. Dave communicated that Steve has "co
nsistently" used a non- 

Pportive style in his job, and that "it is hig
h time that something 1s 

one about it." Albert listened carefully 
to Dave, and then sat with 

“nnifer to listen to her opinion. 

Dave noe further problem complicates 

issue as had a long-standing dispute 
with 

ig S involving facilities and lack of support 
for vice offer 

He People are trying to do to enhance the
 program that the ) ee iy ‘ 

80 Ve th Steve as far too contro
lling, and he takes Mites

 cL of 

the tj the dispute with a "historical 
perspective in we vo cite nota 

ong mes that Steve has not come 
through as he shou - support 

from Sto but there appears at 
first glance to be a pattem 

teve towards Dave and his people. 

Nde f By this time, Jennifer had made 

card ehavior and failure to be supportiv
e. 

the story several times by then an 

the issue. It emerges that 

Steve over a numb
er of 

the things Dave an
d 

livelier the st
ory of Steve's

 

The office cler
ical staff had 

d were whispering to 
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themselves about Steve "going off the deep end" and "thinking he runs 

the whole program." 
Finally, Albert met with Steve, and before saying anything 

about what he has heard, he listened to Steve’s version of what 

occurred in the dispute with Jennifer. Steve talks of the "several times" 

that Jennifer had not made the deadline. On further questioning, it turns 

out there were two other occasions. Steve was tired of her not 

complying with simple rules, and so decided to make an issue of this 

one and "teach her a lesson that will cost her something with the public 

that she deals with." Steve knew that Jennifer had made the 

commitment for the program and that she will be embarrassed publicly 
if it failed to come off. Now he’s angry that the whole office is talking 
about it, and that top management is now involved. 

Questions: 

1. What is the reason of conflict? Discuss. 

2. If you were Albert which conflict resolution style would you use t0 
handle the situation? Explain. 
3. What would you say to Jennifer, Steve, and Dave? 

CASE STUDY: Inner-City Manufacturing, Inc. 3 

The president of Inner-City Manufacturing Inc., Rich Langsto” 
wanted to facilitate upward communication. He believed an open-doo! 
policy was a good place to start. He announced that his own door w45 
open to all employees and encouraged senior managers to do the same: 
He felt this would give him a way to get early warning signals that 
would not be filtered through the formal chain of command. Langsto” 
found that many employees who used the open-door policy had beet 
with the company for years and were comfortable talking to thé 
president. Sometimes messages came through about inadequate polici®® 
and procedures. Langston would raise these issues and explain any 
changes at the next senior managers’ meeting. 

The most difficult complaints to handle were those from peopl? 
who were not getting along with their bosses. One employce, Leroy: 
complained that his manager had overcommitted the department an 
put everyone under too much Pressure. Leroy argued that long hou 
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and low morale were major problems. But he would not allow Rich 

Langston to bring the manager into discussion nor to seek out other 

employees to confirm the complaint. Although Langston suspected 
that 

Leroy might be right, he could not let the matter 
sit and blurted out, 

“Have you considered leaving the company?” This made Leroy realize 

that a meeting with his immediate boss was unavoidable. 

Before the three-party meeting, Langston contacted Leroy’s 

Manager and explained what was going on. He insisted that the 

manager come to the meeting willing to listen and 
without hostility 

toward Leroy. During the meeting, Leroy’s manager listened 
actively 

and displayed no ill will. He learned the problem from Leroy’s 

Perspective and realized he was over his head in 
his new job. After the 

Meeting, the manager said he was relieved. He had been 
promoted into 

the Job from a technical department just a few 
months earlier and had 

NO management or planning experience. He welco
med Rich Langston s 

offer to help him do a better job of planning. 

(Source: Management, R. Daft, 2007, p. 761) 

. ’ i 

fi What techniques increased Rich Langston's commun 
Slfectiveness? Discuss ; rove 
-Do you think that an open-door policy was the night Mind su est? 

Upward communications? What other techniques wou ”” tes? DO you 
- What problems do you think an op en-door porey “_ 
Ink many employees are reluctant to use It: Why? 

cation 
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CHAPTER 11: MANAGERIAL AND QUALITY CONTROL 

Control is a critical issue facing every manager in every 
organization today. Control, including quality control, also involves 
office productivity, such as improved customer service, elimination of 
bottlenecks and reduction in paperwork mistakes. In addition, every 
organization needs basic systems for allocating financial resources, 
developing human resources, analyzing financial performance, and 
evaluating overall productivity. 

Organizational control is a systematic process in which managers 
regulate organizational activities to make them consistent with 
established plans, targets, and standards of performance. 

To effectively control an organization, managers must plan and 
set performance standards, implement an information system that will 
provide knowledge of actual performance, and take actions to correct 
deviations from the standards. Managers need to decide wha! 
information is essential, how they will obtain that information (and 
share it with employees), and how they should respond to it. Having the 
correct data is essential. Managers have to decide which standards: 
measurements, and metrics are needed to effectively monitor al 
control the organization and set up systems for obtaining that 
information. 

Types of Organizational Control 

Control can focus on events before, during, or after a proces* 
For example, a local automobile dealer can focus on activities befor’ 
during, or after sales of new cars. Careful inspection of new cars a 
cautious selection of sales employees are ways to ensure high quality 0 
profitable sales even before those sales take place Monitoring he 
salespeople act with customers would be considered control during th¢ 

cars sold during the month 

Figure 11.1. 
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Figure 11.1 — Types of Organizational Control 

Feedback Control 

Solves Problems 

After They Occur 

Concurrent Control 

Solve Problems as 
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DF eedforward control — control that focuses on human, material, 
and 

financial resources flowing into the organization; also called 

Preliminary or preventive control. The purpose of this control is to 

“nsure that input quality is sufficiently high cnough to prevent 

Problems when the organization performs its tasks. Example: carefu 
Nspection of new cars and cautious selection of sales employees. . : 

Feedforward controls are evident in the selection and 
wre: - 

ew employees. Organizations attempt to improve the likelihood ; he 
"Mployees will perform up to standards by identifying the iy = ry 

lls, using tests and other screening 
devices to hire people who " - 

those Skills, and providing necessary training to upgrade importe 

Skills, © | : 

a Concurrent control — control that consists
 of monitoring Be 

CtiVities to ensure their consistency with established standards. 
ni ae 

2 Performance standards and includes rules and regulatio 

~SPeople act with custome
rs and providing rules 

ding the sales process. 
| 

Whet} Many manufacturing 
operations saa i. 

ter the items being pro
duced mect qua ity 

vices that measu
re 

ndards. Employee
s 
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monitor the measurements; if they sce that standards are not met in 

some area, they make a correction themselves or signal the appr
opriate 

person that the problem is occurring. Technology advanceme
nts are 

adding to the possibilities for concurrent control in services as well. 

3) Feedback control — control that focuses on the organization’s end 

product or service after the organization’s task is completed; also called 

postaction or output control. Example: Counting the number of new 

cars sold during the month or telephoning buyers about their 

satisfaction with sales transactions. 

Besides producing high-quality products and services, 

businesses need to earn a profit, and even nonprofit organizations need 

to operate efficiently to carry out their missions. Therefore, many 

feedback controls focus on financial measurements. Budgeting, for 

example, is a form of feedback control because managers monitor 

whether they have operated within their budget targets and make 

adjustments accordingly. 

Control Model 

Managers set up control systems that consist of the four key 
steps illustrated in Figure 11.2: establish standards, measure 

performance, compare performance to standards, and make corrections 
as necessary. 

Figure 11.2 — Control Model 

AdjustStandards Adjust Performance 

Strategic actual, = i Nf | 

ae ae 

4. Do nothing 

or provide 

reinforcement. 

Feedback 
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Within the organization’s overall strategic plan, managers 

define goals for organizational departments that include a standard of 

performance against which to compare organizational activities. For 

example, “increase the corporation’s return on investment
 to Pe 

Many organizations develop quantitative measurements of 

performance that can be reviewed on a daily, weekly, or monthly 
basis. 

In most companies, managers do rely only on quantitative 

measurements. They get out into the organization to sec how thing
s are 

going, especially for such goals as increasing 
employee participation 

and personal growth. Managers have to 
observe for themselves whether 

employees are participating in decision 
making and are being offered 

challenging opportunities for personal growth. 

Then managers have to compare performance fo standards. 

Managers read computer reports or wa
lk through the plant and thereby 

Compare actual performance to standards. In many com
panies, targeted 

performance standards are right on the computer
 printout along with the 

actual performance for the previous 
week and year. ' ay. 6 

Corrective action should follow 
changes in work activities 1n 

Order to bring them back to acceptable performance stand
ards. In a 

traditional top-down control approach, managers exercise their 
formal 

authority to make necessary changes. Managers may encourage 

employees to work harder, redesign the production 
process, OF fire 

“mployees. Managers may also wish to provide positive reinforcement 

When performance meets or exceeds targets. They may reward a 

department that has exceeded its planned goals or congratulate 

*mployees for a job well done. 

Open-Book Manag
ement 

ghout this text, globalization. 

d uncertainty have
 resulted in 

t methods that emph
asize 

learning, and t
eamwork. 

s to control such
 

Riess As we have discussed throu 

new asec competition, rapid change, 
an : 

info Tganizational structures and manageme 

Tmation sharing, employee participation, 

lese shifts have, in turn, led 
to some new approache 

‘ open-book management. 

cmation and
 results ) . Fr 

With Baek management — sharing f
inancial info 

all employees in the organization. 
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Open-book management allows employees to see themselves — 
through charts, computer printouts, meetings, and so forth — the 
financial condition of the company. Second, open-book management 
shows the individual employee how his or her job fits into the big 
picture and affects the financial future of the organization. With 
training in interpreting the financial data, employees can see the 

interdependence and importance of each function. If they are rewarded 

according to performance, they become motivated to take responsibility 
for their entire team or function, rather than merely their individual 
jobs. 

The goal of open-book management is to get every employee 
thinking and acting like a business owner. To get employees to think 
like owners, management provides them with the same information 
owners have: what money is coming in and where it is going. Open- 
book management helps employees appreciate why efficiency 1S 
important to the organization’s — and their own — success. 

In some countries, managers have more trouble running 2 
open-book company because prevailing attitudes and standards 
encourage confidentiality and even secrecy concerning financial results. 
Many businesspeople in countries such as China, Russia, and South 
Korea are not accustomed to publically disclosing financial details, 
which can present problems for multinational companies operating 
there. Table 11.1 lists countries by Opacity Index, developed by 
PriceWaterhouseCoopers, which indicates the degree to which various 
countries are open regarding economic matters. The higher the rating» 
the more opaque, or hidden, the economy of that country is. 

China has the highest opacity rating at 87, and Singapore the 
lowest at 29. The United States has an opaci ‘ ae hich is \ pacity rating of 36, which } 
fairly low. In countries with higher ratings, financial figures 4!° 

typically closely guarded and managers may be discouraged from™ 
sharing information with employees and the public. Globalization iS 

Peginning to have an Impact on economic opacity in various countric® 
y ging a convergence toward global accounting standards tha 

support more accurate collection, record; = 4 

i i > rding, and r f finance! 
information. 8 eporting o 
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Table 11.1 — International Opacity Index: Which Counties Have 
the Most Secretive Economies? 

[Country Opacity Rating Country Opacity Rating 

China 87 Colombia 60 

Russia S+ Japan 60 

Indionesia 78 South Africa 60 

Turkey 74 Egypt 58 
South Korea 73 Lithuania 5§ 

Czech Republic 71 Peru 38 

Romania 71 Greece 57 

Kenya 69 Israel 33 
Ecuador 6S Uruguay 33 

Thailand 67 Hungary 50 
Guatemala 65 Italy 4s 
India 64 Mexico 48 

Poland 64 Hong Kong 45 

Menezuela 63 United Kingdom 38 

Bras] 6 Chile 36 
Pakistan 62 United States 36 

Atgentina 61 Singapore 29 
Taiwan 61 

CC Key Terms | 

Open-book management
 

°edback control 
“€dforward control 

LC 
1, . 
or Why is it important for mana 

8anizational control? 

Td 

and the process 
of 

Discussion Questions
 

gers to underst 
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2. How might a public school system use feedforward control to 

identify the best candidates for its teaching positions? 

3. How might the manager of a family-style restaurant use concurrent 

controls to ensure that the restaurant is providing customers with the 

highest quality food and service? What feedback controls would be 

useful? 

4. Would you like to work for a company that uses open-book 

management? Why or why not? 

CASE STUDY: Lincoln Electric id 

Imagine having a management system which is so successful s0 

that people refer to it with capital letters — the Lincoln Management 

System — and other businesses benchmark’ their own systems by it. For 
For a number of years, other companies have tried to figure out Lincoln 
Electric’s secret — how management induces maximum productivity 
and quality from its workers, even during difficult financial times. 

Lincoln Electric is a leading manufacturer of welding 
products”, welding equipment, and electric motors, with more than $1 
billion in sales and 6,000 workers worldwide. The company’s products 

are used for cutting, manufacturing, and repairing other metal products: 
Although it is now a publicly traded company, members of the Lincoln 

family still own more than 60% of the stock. 
Lincoln uses a different control approach. Tasks are rigidly 

defined, and individual employees must meet strict measurable 
standards of performance. However, the Lincoln system succeeds 
largely because of an organizational culture based on openness 4” 
trust, shared control, and a democratic spirit. Although the line betwee? 
managers and workers at Lincoln is firmly drawn, managers respect the 
proficiency of production workers and value their contributions ' 
many aspects of the business. The company has an open-door policy for 

1 Benchmark — cpapuupatb, 6patp NIpimMep 
> 6a3a cpasHenna, opHeHTHP: 

3TaIOH (Mmpouecc MoNcKa HoOBbIXx p » op 
2 H Ooslee copepimeHHbix upouesLyP 

OCYWIECTBIACMBIN IYTEM CPaBHeHHa COGCTBEHMBIX MpoLeyp C Hannya 
M3 TeX, KOTOPbl€ HCNONb3y10T Apyrue) 
? Welding products — CBapOunas npoayKunia 
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all top executives, middle managers, and production workers, and 

regular face-to-face communication is encouraged. Workers are 

expected to challenge management if they believe practices or 

compensation management are unfair. Most workers arc hired right out 

of high school, then trained and cross-trained to perform different jobs. 

Some eventually promoted to executive positions, because Lincoln 

believes in promoting from within. Many Lincoln workers stay with the 

Company for life. 

Once of Lincoln’s founders felt that organizations should be 

based on certain values, including honesty, t
rustworthiness, openness, 

self-management, loyalty, accountability, and cooperativeness. These 

values continue to form the core of Lincoln’s 
culture, and management 

Tegularly rewards employees who reveal th
em. Because Lincoln so 

efficiently manages employees, they exercise a great 
degree of sclf- 

Control on the job. Production workers are paid ona 
piece-rate system , 

Plus merit pay system’ based on their performance.
 Employees also 

receive annual bonuses which fluctuate according 
to the company $ 

fortunes, and they participate in stock purchase plans. Bonuses are 

ased on a number of factors, such as productivity, quality, 

dependability, and cooperation with ot
hers. Factory workers at Lincoln 

ave been known to earn morc than $100,000 a year. However, there 

also are other, less tangible rewards. Pride of workmanship’, 
feelings of 

'Nvolvement and contribution arc intrinsic rewards that flourish at 

Meoln Electric. Cross-functional teams, empowered to make 

€Cisions, take responsibility for product planning, development, al 

Marketing. Information about the company’s operations and financia 

Performance is openly shared with workers throughout 
the oon ner 

Lincoln places emphasis on foreseeing 
and solving cus ne 

Problems, Sales representatives arc g
iven the technical training | 

Teed to understand customer nee
ds, help customers understan 

hee < 

'ncoln’s products, and solve problems. This custormer wee ar 

«i bPorted by attention to the production process Toe an
ents for 

"ct accountability standards and formal meas 

1 
2 Piece-rate Pay - cuenbHas onmata 
Mean Pay system - cucrema OWeHKH P 

3), TBaM WI 3acslyraM _ 
orkmanship - HCKYCCTBO, MacTepCTBO, yMeHie, KP 

IM 
aGoTHIKa 110 ripodeccHOHallbHP! 

amipukalAs 
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productivity, quality, and innovation for all employees. In addition, a 
software program called Rhythm is used to quicken the flow of goods 
and materials in the production process. 

Lincoln’s system has worked extremely well in the United 
States. The cultural values, open communication, and formal control 

and reward systems interact to align the goals of managers, workers, 

and the organization as well as encourage learning and growth. Now 
Lincoln is discovering whether this system can work overseas. 
Although most of Lincoln’s profits come from domestic operations, top 
managers want to expand globally because foreign markets are growing 
much more rapidly than domestic markets. Thus far, Lincoln managers 
have not developed a strategic control plan for global operations, 
relying instead on duplicating the domestic Lincoln system. 
(Source: Management, R. Daft, 2007, pp. 540-541) 

Discussion Questions: 
1. What types of control - feedforward, concurrent, or feedback — are 
illustrated in this case? Explain. 
2. Based on what you’ve just read, what do you think makes the 
Lincoln System so successful? 
3. What changes might Lincoln managers have to make to adapt theif 
management to overseas operations? 
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APPENDIX A: GUIDELINES FOR WRITING BUSINESS PLAN 

Being able to write a comprehensive business plan is essential 
for every person. Any of you can become a business owner one day. 
You can see an example of a real business plan in the APPENDIX C 
which you can use as a background for writing your own business plan. 
Generally, business plans have no strict format but they have to include 

the information that investors want to know such as business 

description, marketing segment, start-up costs, and financial segment. 

For the purposes of management course, you will write a simplified 

business plan strictly following the standards below. All the data in 

your business plan must be realistic. Any information taken from 

€xternal sources must be accompanied by footnotes on the relevant 

Page, 

Executive Summary 
Iso discuss - Summarize the whole business plan in few paragraphs. Also disc 

On the role of your business and its contribution to society. , 
Aint; Complete this part after the finished business plan has been 

Written, 

I. Business Description 
> Name of the business (what will be the n 

Is its meaning?): ing?) 
- , i . ell, or 
Nature of the business (what are you going 

to do (produce, s 
"ender service), describe products/services to be offered); offers) 

“Unique or distinctive features of the business (e.g. 
special 0 ; 

~ “Sion (write your company’s vision statement); 

~ Mission statement; 
- i e reasons 
Assumed location and its advantages (specifically cover it usiness 

8 your choice, benefits that this location will bring °F he building 

ac crinine whether you are going to buy, construct, or re 

Stimate costs of the location) 

ame of the business and what 

Ui. Industry Profile and Overview 

. Industry analysis (analyze recent tren 

amber of enterprises operating in the ! 

future potential of the industry) 

ds in the industry 
such as whe 

ndustry, industry
 growth rate, 
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III. Business Strategy 
- Competitive strategy (identify which Porter’s competitive strategy you 
are going to use, why, and how) ; 

- Competitor analysis (analyze all your direct competitors’, briefly 
describe the uniqueness of each competitor’, make comparative table 
where you will analyze prices, service, location, advertising campaign, 

and interiors of your competitors and your future business) 
- SWOT Analysis of your future company 
- Summarize this part by specifying how and why you are going to be 
better than your competitors. 

IV. Marketing Segment 
- Disclose marketing studies concerning the industry (if any available); 
- Target market (who will be you customers, use market segmentation 

for the explanation, and calculate the potential number of customers by 
using population data from Statistical Agency of RK) 
- Pricing (show how you will be setting prices, for this you need to 
know cost of products, and then add markup to the cost = price) 
- Advertising (identify which advertising media you are going to us 
find data, and calculate your monthly and yearly advertising expenses) 

V. Management Segment 
- Form of ownership (specifically cover its advantages and 
disadvantages in KZ). Hint: it will be LLP as it is a team project. 
- Provide names of owners, describe their qualifications; 
- Construct organization chart (identify which type of 
departmentalization you have chosen and explain why). 

VI. Start-Up Segment 
- Needed facilities and equipment (list the needs in terms of faciliti¢ 
(plant, building, storage, office, space) and equipment (machinery 
furnishings, supplies), i.e. everything that you need to start a business): 

if you are going to have a small food sho 
shops located in your neighborhood; 
you may look for direct competit 
competitors may provide similar prod 
? In order to do this you'd bette 
stores/factories/shops. 

. P, your direct competitors will be those food 
if you are going to offer unique products/ servic. 
ors throughout the whole Almaty city. 
ucts/services (substitutes). 
t visit and observe your potential competito! 
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- Suppliers (identify who will be your suppliers and what they will 

supply); . 
- Salary Expenses (identify total number of employees in your future 

company and thcir positions and calculate monthly and yearly salary 

expenses) ° 
- Estimates of start-up costs (determine how much money you need to 

Start your business; start-up costs include facilities, equipment, initial 

advertising and salary expenses) 

~ Loan proposal (how much money you and other owners are going to 

Mvest in owners’ cquit 
Hint: start-up vapitul fr LLP in RK is minimum 120,000 tenge (2009); 

VII. Financial Segment 
- Sales forecast (analyze how many units you will be able to sell in 

each month and calculate total sales, also calculate cost of goods sold). 

~ Projected (proforma) income statement (for the next 3 years). 

~ Projected (proforma) balance sheet (for the Ist year ended) il the 

Hint: For the preparation of financial statements, you must use a 

Numbers from the previous sections. 

Advice: don’t hesitate to consult your_instructor especially _in_the 
Preparation of financial statements! 

Useful Websites: 

Www. yellow-pages.kz 
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APPENDIX B: BUSINESS PLAN TITLE P
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Suleymen Demirel University 

Faculty of Economics 
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: Student 2 
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(Times New Romzn. lépt 
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Executive Summary 

Total Health and Fitness will operate for improving the 
community by promoting and providing the lifelong commitment to 
personal health and fitness that every American needs in a comfortable 

and convenient atmosphere. 
This business is multifaceted, combining the health benefits of 

a calorie-conscious restaurant, dietary counseling, and personal fitness 

training. All three of these concepts will be located under one roof to 
maximize customer convenience and to allow for onsite cross- 
promotion. Many professionals living today’s fast-paced American 

lifestyle end up neglecting their health because their busy schedules 
force them to work long hours and to give up healthy, home-cooked 

meals in favor of fast food or restaurant portions that are simply too 
large or too fatty. This lack of time also causes many working parents 
and business professionals to lose motivation and stray from their 
workout routines. This has led to an increasingly obese population, 

which has driven health care costs up for businesses and individuals 
and takes away from the everyday enjoyment of life. 

The Total Health and Fitness concept will eliminate this time 
loss problem. We will offer full dietary counseling to clients on 4 
biweekly basis. These clients will receive from our licensed 
professional dieticians a full body-fat percentage analysis, sample meal 
plans, and sound advice on how to achieve their fitness goals. They ca? 
also purchase personal training from our professional personal trainers 
in our 4,000-square-foot fitness facility. 

After a good workout and some healthy cating tips, clients ca” 
walk next door and pick up a healthy, professionally prepared meal for 
themselves or even the entire family. This one-stop fitness shop wil 
provide everything for the involved parent or busy professional who 
still wants to look good and feel great. 

Williamson County, TennansS pll locate in the Cool Springs area ‘ 
center for Brentwood and Frenkdin meas the commercial and th 0 
Nashville. This area is erfect fe rat afMuent suburbs sour i 
boasts a high median household incon Business such as this becaus® 

Furthermore, businesse ‘ih the tenn van nee ofit greatly from 2 large populatin * m the fitness club industry can bene : 

etween the ages of 18 and 54 yeah 

180 

Brentwood and Franklin are both home to more than 30,000 people in 

that age bracket. 

Customer service and quality nutritional and dietary advice will 
serve as the foundation of our marketing strategy. This business relies 
heavily on repeat customers, and the best way to retain customers is 
through expedient and accurate customer service. Our trainers and 

dieticians will be helpful, courteous, and informative. By keeping up to 
date on the latest clinical studies and other fitness information through 

medical journals, Total Health and Fitness can succeed at staying on 

top of an ever-changing industry. 
For this business, I am seeking debt financing in the amount of 

$130,000 for start-up costs and initial working capital. I will be 

Investing $30,000 of my own money with the goal of remaining the 

Sole owner and operator of Total Health and Fitness. 

Vision 

We seck to build a healthier community by giving people the 

Spportunity to make the right fitness choices. We understand that 

Maintaining a proper physical fitness regimen 1S difficult in today’s 

fast-paced lifestyle. Total Health and Fitness combines fun and 

Convenience with the benefits of staying healthy. 

Mission Statement 

Total Health and Fitness is in the busines
s of promoting healthy choices 

among its community by offering the 
benefits of a first-class hearth an 

fitness Club alongside an enjoy
able restaurant that offers not

hing ut ac 

Most nutritious foods for its customers. Total Health and Fitn
ess is in 

t © business of improving the lives 
of its customers by saving them me 

time it takes to get to the gym, exercise,
 run home, and veh a 

tchen to prepare a healthy meal for their families. Total Hea . 

itness combines convenience with health 
in an upbeat environment. 

Company Values 

ple of service to the 
¢ princi 

P tomers for the basi We will operate on depend on ur CUS 
c 
UStomer above all else. Because we 
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business, we must ensure that they enjoy every aspect of each visit to 
our facility. As a health and fitness club, we must capitalize on every 

opportunity to keep up with the changing trends in the fitness industry 
by offering the best equipment and environment while avoiding the 
pitfalls of “burning out.” We must continually renew ourselves in order 
to give the customers a new experience each time they return. 

Competitive Advantage 

This business is unique because it combines a health club with 
a healthy restaurant to bring about the utmost convenience for the on- 
the-go American. Our competitive advantage will be the convenience 
we offer. We must focus on selling the convenience of our products and 
services in order to differentiate ourselves from the competition. 

Industry Profile and Overview 

Industry Analysis 

The fitness industry has been in full swing since the early 
1980s. It is heavily marketed by influential members of society—fro™ 
Hollywood to Capitol Hill. Since 1987 the percentage of Americans 
who are members of a health club has risen from 17% to 32.8 % - 4 
90% increase in the percentage of memberships among the U.S. 
population. Almost one of every seven Americans older than five years is a member of some type of athletic or fitness center. Although the 
fitness industry caters to all ages, the main customer groups cat be 
broken down into age and income, as shown in Figure 1. 

With the aging of the baby boomers, the growth rates of the toP 
two age brackets from 1987 to 2000 were 143% and 350% respectively. Ages 18 to 34 saw a miniscule growth rate in compariso? 
at only 34%, whereas the under-18 group increased by 187%, Likewis® 
memberships by annual household income paint a familiar picture in 
that more than 46% of the health club members carn a househo! 
income of more than $75,000. Those ranging from incomes of $50.0 to $74,999 constituted 23%, and those with incomes from $25,000 t0 
$49,999 claimed 20% of memberships nationwide. More wentrent jou 
health clubs than men, but only by2 %. Women also participate in mo! group-centered activities such as yoga classes and aerobics. 
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Figure 1 — Fitness Club Membership by Age 

Regulatory Restrictions don't I have yet to discover any significant regulations place - the 
Health and Fitness Industry. In fact, Congress introduced legislation 

favorable to health clubs nationwide as recently as last ee Ma May 
905, several legislators banded together to introduce a eon a Would allow companies to get a tax break for giving employees a : 

Club memberships as a part of their benefits packages. Known as 

Orkforce Health Improvement Act (WHIP), it promoted physical 
; : ever-growing 

'thess in the corporate world in order to trim down the ever-growing 

Merican public. 

Significant Trends : 
The industry has continued to increase Its oe er 

wemberships over the last two decades. However, the latest her. Online 
thess industry is circumventing the health club altoget De 

Personal trainers have become all the rage and offer many # : ee -the-go 
'0 the market Total Health and Fitness will pursue: the on-the-g 

eee ir workouts in 

thei Professional py aes Lees vad wee Web 
has the 

“It own homes and at their convenience, the giving people the 

potential to cut out the normal fitness club by to foie 2 Guar 

Personal training experience at home, with
out having 

“ve their homes. ical spotter who can 

The primary drawback is the lack of a phy
s 

SSist the client with his or her form while exercis! g 
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In addition to on-site trainers, Total Health and Fitness has 

another important competitive edge over these online trainers because 
of our members’ ability to have a healthy meal prepared for them while 
they exercise. Having this combination allows the customer to get ina 
workout and grab dinner for the family all in the same place and still 

get home in less time than it would take an online trainee to do the 

same exercises, shower, and prepare dinner for the family. 

Growth Rate 
Despite a lull in growth during the 1990s, the number of health, 

racquet, and sports clubs in America has increased from 6,211 total 
clubs in 1982 to 22,031 total clubs in 2003 (Figure 2). 

ae 

Figure 2 — Growth rate in the number of sports clubs in America 
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That represents a growth rate of 255% over the last 20 years 
and an average growth rate of nearly 13% per year. From 2000 to 2003; 
the total number of clubs jumped from 15,910 to 22,031, a total grow! 
rate of 38%. This is clearly an industry on the rise. 

In 2003, there were more than 36.3 million health clu 
memberships nationwide, 110% more than the 17.3 million in 1987- " addition, the number of “core members,” those who use the! 
memberships more than 100 times a year, has steadily grown as W°"’ 
climbing from 5.3 million in 1987 to 14.6 million in 2003, a grow! 
rate of 175%. Not only is the industry growing overall, but member 
also are using their memberships more often 
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Industry revenues also have grown steadily. From 1993 to 
2002, total revenues increased from $6.5 million to $13.1 billion, an 

increase of more than 101%. 

Furthermore, revenues never decreased from one year to 

another during this time span, meaning that the industry has seen a 

trend of steady growth over the last decade. The average yearly 

increase in revenues over the industry for the last decade was 11.3 

Percent. 

Key Success Factors in the Industry _ td 
Three key factors are crucial for building a successful health 

and fitness club. 

1. Effective, specialized workout programs designed to target 
individual members, Both World Gym and Bally Total Fitness 
Specifically cite effective personal training as tenets of their ms 

Statements. Similarly, Curves lays claim to the most effective 

Minute workout in the industry, specifically designed for oh 

Individualized exercise programs are a key component 
of Total Hea 

and Fitness’ strategy. 
2. Membership ny community of people, not just a club. Success 

chains in the exercise industry include in their advertisement’ he 

JOining their club means joining a group of people all string e fe 

Same goals: a better self-image through personal health and ine ne 

instance, Curves makes direct connections 
with women by solidi y ns 

their claim to the “woman’s health club” niche 
within the industry 

Whole Id ; . Fitness and Worl 
3. Real-world convenience. Although Bally ro ; > help sign up 
YM use their enormous size and multiple location 

oer time 

members across the nation, Curves pushes the small peere oO.
 

It takes to complete their exercise regimen. By selling . ee oo busy 

minute” workout, they cater to wom
en who believe tl ya 100 

2nd would waste money on a health 
club membership they 

ave the time to use. 

; e techniques 
_. Total Health and Fitness will focus of meee success By 

Within an already established community 0 4 cor ersonal training, 
fering specialized workout facilities and aL one the most from 

© Can guarantee our customers that they wl 
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their memberships. Furthermore, by offering the expediency of a 

restaurant on the grounds that prepares food in a manner congruent with 

a healthy lifestyle and the nutritional needs of the members and their 

families, Total Health and Fitness possesses a type of real-world 

convenience not found at other health clubs. 

Outlook for the Future ; 
The future outlook of the health and fitness industry 15 

optimistic. The rate of obesity in the United States continues to climb. 
The rapid decline in the health of so many Americans (as illustrated in 

the accompanying Table 1) both raises the importance of a regulat 
fitness regiment for all Americans and increases the number of 

potential clients for fitness facilities in the future. The ultimate goal 1 
to bring about a decline in obesity rates through proper diet and regular 
exercise, both of which are offered at Total Health and Fitness. 

Table 1 — Increase in Prevalence (%) of Overweight, Obesity, and 

Severe Obesity among U.S. Adults 

Overweight Obesity Severe Obesily 

1999-2000 64.5 30.5 4.7 

1988-1994 56.0 23.0 29 

1976-1980 46.0 l44 No data 

Specifically, a range of states from Texas to West Virgim@ 
(which encompasses Tennessee) have an obesity rate of more that 
25%. Clearly, there is a need in the United States for more health a? 
fitness facilities to facilitate the demand for weight loss programs 4” 
health initiatives. Moreover, the industry’s two largest client bases» 
young adults 18 to 34 years, old and mature adults of age 55 years all 
over, are expected to grow rapidly in the near future (Figure 2). Thé 
industry is expected to grow in step with the steady growth in thes? 
demographic sectors. Twenty-one-year-olds are the most likely to joi e 
club; however, aging baby-boomers will increase the mature adult sha! 
of the market as they begin to pass 50. The increase in these populatio” 
segments will produce increases in membership across the industry’ 
especially for those companies that offer what customers want. 
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Figure 2 — Projected U.S. Population Growth (millions) 
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Business Strategy 

“4 in the 
Total Health and Fitness secks to make itself a ot of the 

ealth club industry. We believe that we can garner a large s : Af ihe 

health club market in our target area by combining health food wi 

€alth club in a relaxed atmosphere. 

Goals and Objectives 

. . ily fitness 
Goals: Total Health and Fitness strives to speach rset 
Pecialist in the local community by providing ities for its members. 

at exercise facilities and h
ealthy dining opportunt S

e apt 

We strive to offer the best, most prac
tical real-wor" et Sua 

dustry to accommodate
 the lifestyle demands o

f our cli DS ers 

Offer first-class service at a reason
able price and LS eo ancilte

y 

ur clients by overselling membership
s and “— ene ne 

© will offer the best training in the market by fi 

“apable trainers and paying them
 adequately. seal 

In addition to personal trainin
g. Total Hee 

ys for clients 

offer Weekly and monthly nutritional meal Pe eat belanciiig program. 
®Xtra assistance in sticking to a proper W«ls 

h and Fitness
 will 

who want 
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Clients will meet with our dieticians weekly for the first 6 wecks and 

monthly for the following 6 months to solidify a healthy meal plan that 

they can follow on their way to obtaining their desired body image. 

These clients will be able to conveniently purchase up to two of the 

meals on their meal plan a day at the in-house restaurant franchise. 

To offer the healthiest and most nutritional foods to our clients, 

we must successfully recruit the right franchise for our restaurant. 

Restaurants such as 1T.G.J. Fridays, O’Charley’s, Chili’s, and 

Applebee’s offer healthy menu items to attract a more health conscious 

customer. Total Health and Fitness will work with a franchise to create 

a full menu consisting only of healthier, better-balanced meals. The 

restaurant itself will operate independently of the fitness facility; 

however, the restaurant will sublease its space from Total Health and 
Fitness, and Total Health and Fitness will receive a percentage of all 
meals sold at the restaurant. 

Objectives: 
1. Each trainer at Total Health and Fitness will serve at least 20 clients 

a week, allowing for a total membership of more than 120 clients. 

2. Using the concept of personal training rather than faccless 
memberships, Total Health and Fitness will maintain a one-on-oné 
relationship with its clients, ensuring that no matter how large the 

company gets, each client will feel like a member of an intimate family- 

3. Total Health and Fitness dieticians will build a weekly diet fo" 
willing clients to follow that is based on their personal fitness goals: 
Offering this to our clients will allow them to reach their greatest 
fitness potential if they so choose, maximizing the benefit they receive 

from working out, and having our company to thank for their results. 

SWOT Analysis 
Strengths 
v Total Health and Fitness benefits greatly from the convenience i 

offers its clients by incorporating the restaurant in its scheme. This 
limits the need for customers to count calories and analyze thei! 
food intake. This will be a major point of differentiation for TOM 
Health and Fitness from other health clubs in the area. 

v The size . the facility and membership will be limited to maintal? 
a close relationship with our customers. This closeness will all© 
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the owner and our staff to get feedback from our clients to leam 

about their personal fitness needs, ideas for improvement, 

suggestions, and complaints. Our goal is to maximize their 

enjoyment and the benefits they receive from their training 

experience. . 

v A personalized atmosphere allows women to exercise without 

feeling as though they are being watched and analyzed by other 

members, thus climinating insecurities that take away 
from the 

potential of each workout. To achieve maximum individual 

concentration during workouts, Total Health and Fitness will 

introduce the home gym concept to our facility. By using 

individual rooms designed to feel like home gyms (equipped with 

adjustable dumbbell sects, benches, cardio machines, and 

video/audio systems), our customers can work out wit
h a trainer or 

alone. Thus, they can reccive the comforts of home, 
without the 

big investment. 

Weaknesses 
i Total Health and Fitness will be competing with larger companies 

that have established names in the industry with proven track 

records and larger advertising budgets. ility i The concept of combining a restaurant with a workout facility 
1s 

New. Total Health and Fitness would be the first company to 

implement this strategy. ioni 
The investment nceded to start this company is significant. 

Opportunities j There is no other business that operates 10 

Health and Fitness plans to occupy- We can u 

y Sttonghold in the overall market. 
We have the opportunity to reach a 
It in a healthier fashion. We plan 
Percentage of unhealthy and unfit members 

the niche that 
Total 

se this establi
sh a 

n upscale commu
nity and shape 

to do our part by
 lowering the 

of the community
. 

Thr y eats 

Larger rivals such as Gold’s Gym
 and 

deep pockets and may try to move } 

Health and Fitness will establish. 

Bally’s Total 
Fitness have 

nto the mar
ket that Tot

al 
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Competitive Strategy 

Total Health and Fitness seeks to use the differentiation 

approach to business strategy. We differentiate ourselves from our 
competitors by offering services that they do not or cannot offer. We 
will concentrate on customizing the health club experience to the needs 
of each person who chooses to become a member. 

Competitor Analysis 

By using the three key success factors in the health club 
industry identified earlier (specialized programs, community feel, and 
convenience), we can analyze just how Total Health and Fitness stacks 

up against its competition. Three direct competitors operate in the area 
and focus on personal fitness through training and a nutritional dict. 
Two larger companies, World Gym and Delta Clubs, operate facilities 
in the area. Chadwick’s Personal Training, a smaller company, also has 

two locations near Franklin. 
Chadwick’s Personal Training is a local competitor operating in 

Franklin. This company offers personal training for its clients and their 
children. It has a small client base and it prides itself on the values it 

promotes through its fitness training and nutritional consulting. 
World Gym is a national chain that has various classes and 

amenities for the customers such as_ nutritional consulting. Their 
primary advantage is that they are open 24 hours a day, thus allowing 
their clients to choose the best workout time for their individual needs: 
They also offer day care facilities so that parents can work out withou! 
leaving their children at home. 

Delta Clubs offers four locations in the Nashville area, only 09° 
of which is located in our market area. Like World Gym, they offer day 
care, various fitness classes, and large facilities. 

They also offer a smoothie bar, which affords their clicns 
healthy refreshments after a workout. For all of their benefits, none ° 
these businesses is targeting the market in the same way 

. Total Health and Fitness will. Our company takes nutrition! 
advice one step further: implementation. Our clients will also 
afforded the individual attention of Chadwick’s with the home-sty!€ 
accommodations that will make them feel comfortable while they en 
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their fitness experience. The following competitive profile matrix (and 

accompanying graph) summarizes the competitive positions of Total 

Health and Fitness and its primary competitors. 

Table 2 — Competitive Profile Matrix for Brentwood/Franklin 

Market 

Total Health and 

Fitness World Gyn Delta Clubs Chadwick's 

pe Stcess Weighted Weighted Welghted _—_ Weighiet 
—o Weight Score Seure Score Score Score Sere Scare Soore 

Community Feet 0.20 4 OR 3 0.6 3 06 4 08 

Specialized Programs 0.18.3 0.48 4 06 5 06 2 03 

Convenience 0.25 4 1 4 1 3 0.75 3 0.75 

Nutition 02s 4 ' 2 0.5 2 0s 3 0.78 

Seeplon O18 2 03 4 0.6 3 os ; 048 

SS 1AM) ASS 43 al “ 

Figure 3 - Competitive Profile Matrix Growth 

Community feel 
fr 

Mutrition & 

-> TotalHealth  WoldGm = 7 Data Clubs Chadw 

Marketing Strategy 

Target Market: Total Health and Fitness will ta
rget din 

Parents on the go. The primary age bracket of our targe date potential 
lo $4 years, although we will not hesitate to aCe in dustry profile 

embers above or below our target demographics. 7° ar age bracket Cites the growth of the upper portion of the 18- to 54-ye 

rofessionals and 
P ce is 18 
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(34 to 54 years) as the second-fastest-growing age bracket in the 
industry, but the 18- to 34-year bracket remains the bedrock of our 
membership base, Customers have the motivation to buy memberships 
at Total Health and Fitness because we will be the only health club in 
the area with nutritional counseling and a restaurant on-site that is 
focused on providing the right type of meals for its customers. 

Web Site: Total Health and Fitness will operate a Web site to offer 
clients and potential customers up-to-date information on deals and 
packages that the company will offer and the latest health and 
nutritional information. Our Web site will Operate at the domain 
http://www.total-health-and-fitness.com, It is currently available for 
registration according to NetworkSolutions.com, 

Pricing: Clients of Total Health and F itness will pay for their training 
in blocks of 8 or 12 visits. Those choosing to visit twice a week will 
pay for 8 workouts per month, and those choosing to visit three times 4 
week will pay for 12 workouts per month. The 8-workout block costs 
$336 per month (at $42 per Visit), and the 12-workout block costs $495 
per month (at $41.25 per visit). 

Clients who choose to have a nutritional food plan constructed 
for them to follow will be billed at a six-month sign-on fee of $400. For this fee, they will receive one meeting every two weeks with 4 
registered dietician. At this meeting, clients will be weighed and measured and their progress will be assessed to determine their dietary and nutritional needs for the next training period. The following 5! months will be assessed at $100, and meetings with the dietician will b¢ 
monthly. A total yearly package can be purchased for $800. 

Market Analysis 

identify target customers by age and income. Figure 4 shows that 

to data compiled from the U.S. Census Bureau about the total numb? at potential Clients i our targeted location of Brentwood/Frankli™ ennessee, reveals a good fit. The Brentwood/ Franklin area ClY 
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Membership by Age boasts a large number of residents who fall into 
these age groups. We estimate that there are more than 70,000 potential 
customers for Total Health and Fitness in our trade area (Figure 5). 

Figure 4 — Club Membership by Age 
6-11 
4% 12-17 

35+ —— 7% 

18-34 

Figure 5 — Population by Age and Sex for Brentwood/Franklin TN 

30,000 

|
 

mm 18-54 

= ce 

Sisco f 

10,000 + 

5,000 - 

; ‘ f the eople who 
In addition, the median household er : ie bios. et 

Ost fre jol bs is at least $5 quently join health clubs 75,000, as 

“'gest proportion comes from the income 
bracket above $ 

Seen in Figure 6. 
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Figure 6 - Club Membership by Annual Household Income 
Less than $25,000 

11% 

$25,000-949 999 
20% 

$75,000+ 
46% 

$50, 000-4 74,999 

23% 

Figure 7 - Household Income for Brentwood/Franklin TN 
$0-$24,999 

13% 

$25,000-$49, 999 

$75,004 ihe 
50% 

$50,000-$74,999 
18% 

Once again, the population in the Brentwood/Franklin at@ 
compares favorably with the industry’s profile of the typical fitnes? 
center customer. The area boasts relatively high incomes with 
percent of its median household incomes above the $75,000 mark. This 
market shows a high potential for establishing a solid customer bas° 
without having to resort to competing on the basis of low price. 

194 

Advertising: Total Health and Fitness will advertise in The Tennessean 

and its local satellite newspapers. Local newspapers are a perfect 

medium for us to use because they are regularly read by business 

professionals and more-mature customers, the markets on which our 

business is focused. The Tennessean has a total daily circulation of 

173,304 and a total Sunday circulation of 241,017, all in the Nashville 

area. Williamson A.M., a local newspaper distributed in the target 

market, reaches more than 23,000 homes cach weekday and more than 

30,000 homes on Sundays. Added to these numbers are the daily 

newsstand purchase figures, which push weekday publication sales to 

More than 27,000. 

Advertising rates in these publications are reasonable. Total 

Health and Fitness can place a 16-inch ad (the biggest size offered) in 

every edition for the first six months of business for just $624. To place 

an 8-inch ad in the paper for the next six months costs $336, making the 

total cost $960. Other advertising will consist of radio 
ads on local talk 

tadio stations such as the Steve Gill show, a popular 
conservative talk 

tadio program, the host of which is a resident of Williamson 
County 

and a personal friend. The program airs on 
EM 99.7 and is owned by 

Cumulus Media. Steve and 99.7 FM have done many on-location 

Promotions. These encourage the listeners to drop 
by and mect the on- 

ar talent, and this brings them to the business. This 1s a marketing 

Strategy I would pursue as part of our grand opening. : 

The station has more than 100,000 watts of powcr, boasting the 

largest listening audience in Tennessee. The listening audience Is 

Predominantly male and affluent, earning a median annual income of 

$75,000 a year. This station broadcasts directly to my tanger mati! ree 

is a perfect fit for Total Health 
and Fitness. The most basic advertising 

Plans for this radio station start at just a few hundred dollars. | po 

budget anywhere from $1,000 
to $2,000 per month at start-up for 

Advertising on FM 99.7. 

Location and La
yout 

Il be located in a 

of Brentwoo 

he retail hub o 

complexes, 

major shopping 
d and Franklin 
f Williamson 

retail shops, 

at Total Health and Fitness wi be 

commercial district between the cities 

own as Cool Springs. Cool Springs 18 ! 

Ounty and is home to various office 
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restaurants, and Cool Springs Galleria, a large and upscale shopping 
mall. These businesses serve the 93,000 people who live and work in 
the area. The area draws more than 11 million visitors annually and 
provides Franklin alone with more than $1 million a month in sales tax 
revenue. 

Figure 8 — Assumed Location — - 
IMAPONESTAD .. oi 

oo goon 

i ad _ isabelle Lf 
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o& %& i, s aan 

ye OG o 6 
ae 4 f # 

57005 Mapduees ine. .”7 7 dx on0n6 Rea 

Total Health and Fitness will locate in the Cool Springs Center 
located at 1945 Mallory Lane in Brentwood. This location offers 0U" 
business the benefits of a strip-mall style shopping center such as high 
consumer traffic. Currently there is more than 4.000 square fect 
available for lease. This space is divisible and can also be sublet, whic? 
will allow Total Health and Fitness to sublease a portion of its space ie 
a restaurant franchise in order to offer our customers the add¢ 
convenience that comprises our competitive advantage. The lease rate is $14 per Square foot, which is considered to be a bargain in the Brentwood/Franklin market, 1 will seek a three-y°™ 
lease with an additional three-year option 

196 

Figure 9 — Total Health and Fitness Layout 

: Lunch Countars. 

4 Cardio 

(Treadmills, etc.) 
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The location of Total Health and Fitness is indicated on tre 

accompanying map. The close proximity to Cool Springs Caer Frc 
arge shopping mall, places Total Health and Fitness in a high- 

Tetail area, conducive to walk-in traffic. 

Description of Management
 Team 

i 
ill 

i 
*s inception, Josh Sud

bury w! 

he Chict Executive Offer and Pr F dent of Total Heal
th and 

Serve as the Chicf Executive Officer and Pres ‘th a degree in 

itness. I will be a graduate of Presbyterian College with 2 © prior 
istory and a minor in Business Administration. I have ae ete 

Xperience in business as a salesman for G.CP., Inc. prior t0 

Manufacturing company located in Gallatin, Tenness as the night 
Olding this position, I obtained management ¢xP eet | will also 

Shift manager for the same company’s shipping depen owns his own 
uild on the business experiences of my father, wie ent positions 
USiness, and has held numerous sales and managem 

. eneur. Toughout his near 30-year career as an entrepr 
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Because of the restaurant aspect of the business, J will need a 

better understanding of a profession in the health and nutrition industry. 

In order to do so, I will become a licensed Nutrition and Wellness 

Consultant. I can obtain these licenses from an accredited institution 

online for a total cost of $1,100. Certification will require three months. 

To facilitate the nutritional planning, I will hire two Registered 

Dieticians in my first year of operation. 
To ensure the best possible service for my customers, I will 

offer dieticians an above-market wage of $45,000 per year. I will 
initially hire five full-time trainers for my facility. These trainers will 
solicit and maintain their own clients. I will collect a fee for each 

training session for using of the Total Health and Fitness facility. This 
fee will be on a sliding scale, decreasing with the number of client 
sessions that each of the trainers performs in the previous month. 

The starting fee will be $15 and applies to trainers who 
complete 24 sessions or fewer a month. If the trainer completes 
between 25 and 35 sessions, the fee drops to $14 per session. Finally, if 
the trainer completes more than 35 sessions in a single month, the fee 
drops to $13. This plan gives trainers the incentive to increase th¢ 
number of clients and the frequency of their visits, increasing revenues 
for Total Health and Fitness. 

Company Structure 

Total Health and Fitness will be organized as an S Corporatio" 
This form of organization offers all the advantages of the corporations 
such as continuity, casy transferability, and limited personal liability: 
The primary advantage of this form of organization is that its limite 
liability allows the owners and investors to avoid losing their persona 
asscts should a member injure himself or herself in the facility and SUC 
for damages. Over the course of the company’s life, I will retain at least 
fifty-one percent ownership in Total Health and Fitness to maintal® 
ultimate control over business decisions. 

Financial Forecasts —eaitcial Forecasts 

The financial forecasts for Total Health and Fitness are located 
in Appendix A. Each projection contains an income statement compile 
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for the first year and cash flow statements that span three years and are 

projected monthly. There is a balance sheet for the fiscal year 2007 

based on start-up costs and total investment projections. (Note: To 

conserve space, some of the financial projections were omitted.) 

Loan Proposal . 

I will be investing $30,000 of my own moncy into Total Health
 

and Fitness. These funds will be secured from the sale of my car 

through Auto Trader magazine. I will need a loan of $150,000 to cover 

my projected start-up costs. I have added roughly $25,000 
to my ee in 

order to cover unexpected start-up costs and to have cash with which to 

Operate on opening day. 

199



Appendix C.A: Financial Forecasts 

Total Health and Fitness 
Balance Sheet 
January 2007 

Assets 

Current Assets 

Cash and Equivalents 

Inventary 

Miscellaneous 

Total Current Assets 

Fixed Assets 

Equipment 

Building 

Intangibles 

Signs 

Computers and Other Noncurrent Assets 

Total Fixed Assets 

Tatal Assets 

Liabilities 

Notes Payable (Short Term) 

Loan 

Total Current Liabilities 

Long-Term Liahilities 

Notes Payable 

Total Liabilities 

Owner's Equity 

Total Liabilities and Owner's Equity 
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s 30.000 

S 882 

S 2.000 

$ 32.882 

$ 87.500 
$ 73.000 
$ _ 

6 7.2 

s 12.000 

‘ 212.582 
——<———_— 

& _ 

‘ a) 1.839 

‘ 21.329 
at 

ra 160.743 
at 

‘ 30,000 
2 ee 

h r4 2582 

a 

Total Health and Fitness 
Income Statement 
Most Likely 
January 2007-December 2007 

Sales 

n
n
 Training 

Diet Counseling 

Food Royalties 

Water/Sports Drinks 

Sublease (2000 Sq ft) 

Net Sales Revenue A
I
M
 

N
n
 
i
n
 
A
 

CGs $ 

Gross Profit 

Operating Expenses 

Lease 

Advertising 

Radio 

Newspaper 

Trade Association 
Insurance 

Depreciation 

Equipment Repairs/Maintenance 
Salaries 
Taxes and Benefits 

Cleaning Service 
Utitities 

Heat and A/C 
Water 

Cable 

TelephonevIntemet 

CaN W/Enterest 

Legal ang Accounting 
Miscellaneous 

N
A
A
 

W
H
 

Total Operating Expenses 
y 

AeUncame 

201 

109.100 

140.190 

TING 

Hs 

30,000 

288.318 

836 

14,750. 

4,000 

8.500 

1,520 

300 

2.160 

$ 287.482 

$ 56.004 

$s 18.750 

$ 950 

$s 3,000 

$ 6.750 

S 1,800 

$ 143,750 

$ 35.958 

s 2,400 

$ 12,480 

<$ 21,839 

$ 3,000 

$ 9,000 

$ 315,680 

5 (28.199) 
———



Total Health and Fitness 
Income Statement 
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Most Likely 
January 2008-December 2008 

Sales 

Training $ 127,000 
Diet Counseling $ 162.000 
Food Royalties 3 9.100 
Water/Sports Drinks $ 1,282 
Sublease (2000 Sq ft) $ 30.000 
Net Sales Revenue $ 329,382 

CGS $ 962 
Gross Profit 

% 328.421 

Operating Expenses 

Lease 
56.004 

Advertising 
$ 21.000 

Radio $ 15.000 
Newspaper 

$ 6.000 
Trade Association 

$ 500 
Insurance 

$ 3,000 
Depreciation 

% 6.750 
Equipment Repairs/Maintenance 

$ 2,000 
Salaries 

$ 150,000 
Taxes and Benefits $ 37,500 
Cleaning Service 

$ 9400 
Utilities 

4 13,100 
Heat and A/C $ 9.000 

Water $ 1,600 
Cable $ 300 
Telephone/Internet $ 2.299 

Loan w/Lnterest 
$ 21,839 

Legal and Accounting 
$ 3,000 

Miscellaneous 
$ 9,000 

Total Operating Expenses 
$ ert 

Netlacame 
‘ 2328 

—— 

DICTIONARY OF MANAGEMENT TERMS 

A 

ACCOMMODATING STYLE — npucnoco6nenuecknii crib 
ACHIEVEMENT CULTURE - KYsIbTypa AOCTIDKEHHA, ycrexa 
ACQUISITION — ipuoGperenne ( UpHoOpereHie KOHTpObHOTO MakeTa 
aKWHH KOMNaHHH) 

ADAPTABILITY CULTURE - xynwtypa MpHcnioco6swemocTH = (K 
HeNpeBHACHHBIM CHTYaWHAM, H3MeCHEHILAM) 
ADJOURNING STAGE - craaua oxonuanna, 3aKpbITHA 
AUTHORITY-COMPLIANCE MANAGEMENT ~— pnactuoe yiipaBleHie 
(CTHib ynpaBneHia, pi KOTOPOM pyKOBOANTeb GobUIOe BHHMAHHE yaeAneT 
AOCTHKEHHIO MOCTABICHHIX Wedel 1 He 3a60TIITCA O MONYMHEHHBIX) 
AUTOCRATIC LEADER - ABTOKpaTHYecKHil JuLep (auKTATOpCKHH, 
BIACTHbIii, BACTOIOG Bb) 
AVOIDING STYLE - w36eraioumii crue 

B 

BRAINSTORMING ~— mo3ropaa aTaka, MO3roBoii LITypM (MeTOoy reHepallHii 
Heli MyTem KOJWIeEKTHBHOrO o6cyxaeHNa npoGnem mpi monHoii cBobore 
BbLUIBHXKCHHA BAPHAHTOB PelCHHa) 
‘BUSINESS PLAN — 6n3Hec-nnaH (HOKyMeHT, OMHCbIBaIOWWii § LeNH, 
CTpykTypy, MeTOBI yNpaBsieHia, npeauonaraemble (PHHAHCOBbIe Pe3ybTAaTbl 

Npoexta; HeOOxOHM B TOM 4HCcNe AVIA MIpeHOCTABJICHHA MOTCHLHaJIbHbIM 
MHBecTopam) 
BUSINESS-LEVEL STRATEGY - crpaterua wa 6u3Hec yposke (JNA 
NoApasnenennit KOMIIaHHIt) 

Cc S 
CASH COW - “noiinaa KOpoBa" (HaNpaBseHHe JEATeMbHOCTH HJIH TOBap C 
HH3KHMH TeMILaMI pocta n Gosmbwoii nonefi ppinka; TakHe ycTOHUMBBIe H 
NPHHOCALIHE OXON WIeMeHTbI GU3HECA KOMIAHHA HCMONb3yeT ANA OMaTEl 

CBOUX cyYeTOB H JA NOJUIEPKKH APYTHX IWieMeHTOB O13Heca, Tpebytoulnx 

MHBecTHpoBaHia) 
CENTRALIZA TION —  wextTpanizauia; KOHUCHTpalHa,  CKOMICHHe, 

SOcpeyoToueHHe 
CHAIN OF COMMAND — nopanok COnOAMHHEHHOCTH B OpraHH3alHH, Wenb 
HHCTaHuUit (Hepapxua ypoBHeli ynpaBsieHHA, CO3qaBaemMaA AeerHpoBaHHeM 

NOAHOMOUHII H OTBETCTBEHHOCTH) 
CHANNEL RICHNESS — nponycxaa cnoco6uocts HHMOpMauHOHHOro 
Kavana 
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CODE OF ETHICS — mopasbupiit koaeKc, KoneKC HOpM MOBeJeHHA, KONEKC 
yecTH (POpMaIbHOe H3NOX%KeHHE NPHHUHNOB MOpaJIbHOrO MOBEACHHA B TOM JH 
MHOH OpraHv3allun WAM rpynrle) 
COERCIVE POWER - npuuyantesbyaa cua 
COLLABORATING STYLE — ctvuab coTpyannuectBa 

COMMITMENT - oGa3aTenbcTBo 

COMMUNICATION — npouecc nepegaun HHdopmMauHH 
COMMUNICATION BREAKDOWN -—- cppip omens, mepenayit 
nHdopMaunn 
COMPETENCE -— 3Hanua, KOMIMeTCHTHOCTb 

COMPETING STYLE — xoukypupyiownit cruab 

COMPETITIVE EDGE - xouxypeutHoe npenmywectBo/oTanune 

COMPETITOR — koukypeut, conepHuk 
COMPLIANCE - _ yroygnuBocTb, MogaT/HMBocts, MOKIAMLHCTOCTD, 

yCTYNUHBOCT 

COMPROMISING STYLE — ctvinb komnpomucca 
CONCEPTUAL SKILLS - axanntuyeckne cnoco6Hoctn (yMeHHe 
AH@IH3HPOBaTb, COMOCTABIATb UH(OpMauHiO 3 pa3HbIX HCTOUHHKOB, 
IIPHHHMAaTb COKHbIC PelLeHHA) 
CONCURRENT CONTROL - texyusnit, napanneabHbii KOHTpOMb 
CONFLICT — xongauxt, cTonKHOBeHHe, NpoTHBOpeyHe 
CONFLICT MANAGEMENT - ynpasnenue kondauxtom 
CONSIDERATION BEHAVIOR - ysaxutenbuoe nopenenne 
CONSISTENCY CULTURE — xyntypa noctosuctea, ycroiiunBocti 
CONTROLLING -  koxtTponnunr, KOHTponb (meTog noBbIleHHA 
oPeKTHBHOCTH AeATENbHOCTH MpesNpustua, Oasupyroulniica Ha KOHTpOUe, 
yueTe, AHAIH3€ OTKOHEHMHK bakTHUeCKHX NOKa3aTeseii OT 3allaHHpOBaHHbIx 
HM KOPpeKTHPOBKH OTIWIOHEHH) 
COPRENEURS — copnanenbup 6u3veca (xKeHATbIe WIM HexeHaTbie napbl) 
CORPORATE CULT URE — kopnoparusuaa kylbTypa (cBoa HaHOoulee 
B@KHBIX NONOKEHMK AeATENbHOCTH OpraHH3auHM, oNpenensempix ee MuccHell 
H cTpaTerHeH pa3BHTHA HM HaXOAMIMMX BbIpaxeHMe B coBOKyIIHOCTH 
COUM@JIBHbIX HOpM H LICHHOCTeii, pasemAeMbIX GOsbLI . 
CORPORATE SOCIAL RESPONSIBILITY Pt an alle 
COUMAJIbHad OTBETCTBEHHOCTh, OTBETCTBEHHOCTb Ou3HECa | M 
CORPORATE-LEVEL STRATEGY - crpaterua na coptlopanneox yposHe 
(aa Bce OpraHH3auun) 
CORPORATION — xopnopauus, aKUHOHEpHOe ObiecTBO (1opHunuecKkad 
(bopMa lipewpHHUMaTeNbCTBa, OTIMYMTEBHBIE YEPTbI KOTOpOH 3akOUarOTCA 
B CHEAYIOIWMEM: KOPMOpauls lipenctaBaaeT CoGoi camoctostenbubiii cyObeKT 
rpaxkAaHCKOrO =NpaBa, BeAyLWHi H€3aBHCuMoe OT CBOHX ysIeHOB 
CYMMeCTBOBAHHe, CYLIECTBOBAHHE KOpNopalHn He Moxet 6LITh npexpaweH? 
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HHaye, KaK M10 pelWweHHIO cya WIN CaMHX y4aCTHHKOB KOpmMopalluH, 
IIPHHATOMY Ha OCHOBAHNH yCTaBa H 3aKOHOB; Mo O6s3aTesbCTBAaM KOpMopallH 
HCKJIOUHTEJIBHYIO OTBCTCTBEHHOCTb HeCceT CaMa KOPNOpaulNaA B MNpeweswax 

NpHHaiexkKalero efi HMYLUECTBa; KOpMOpaliiia ABIAeTCH OOBEKTOM ABOHHOTO 
HaIOrOOOsIOXKEHHA, NOCKOJbKY Ce HOXNOAbI OG/arawoTCA HAOFOM ABAKIbI: Kak 
NpHObIb KOMNAHHH H KaK NOXO AKLNOHEPOB, KOTOPbIii OHM MOsy4AIOT Mocse 
ee pacnpegxeseHHa; KanHTast KOpnopaunii (OpMHpyeTcA NyTeM pa3MelleHHA 

(BLINycka) aKUHit) 
COST LEADERSHIP STRATEGY - ctpaterua sigepctBa B ceGecTOHMOCTH, 

HH3KOHi cebecTOHMOCTH 
COUNTERTRADE — scrpeunan Toprosiia (MeTOA OIWIaTbi, Ip KOTOPOM 
NposaBell NPHHHMaeT OT NOKyNaTeA TOBAP IWIN yCyr B C4eT CTOHMOCTH 
TOBapa) 
COUNTRY CLUB MANAGEMENT — aywesubiit MeHeKMeHT MOAXOL K 
ynpaBieHHto, MpH KOTOPOM PpyKOBOJHTeb yAeulaeT GOoNbWe BHHMa@HHA 

NOAWepKAHIO GNAFONPHATHOLO NCHXOMOFHYECKOFO KINIMATA B KOJUIEKTHBE, a 
HE BbITIOJIHCHHIO MpOH3BOACTBEHHBIX 32124) 
CROSS-FUNCTIONAL TEAM — rpyina = cneunamicTos pa3mi4Horo 
Npodus (Hamp. UIA NOATOTOBKH MpOH3BOACTBA) 
CUSTOMER - tioxynareib; noTpeGuTelb; 3aKaSUHK; KMEHT 

D 

DEBT FINANCING -—-_ uonropoe (3aemHoe)  dHHaHcHpoBaHHe 
(uxaHcupoBaHHe nyTeM MpHBneyeHHaA 3aeMHOrO KaNliTaia (Hamp. C 
NOMOLIbIO IMHCCHH OONHTauHii WH BeKceneli, NOMyYeHHA KpeduTa B GaHKe H 

T. 11), B OTAHYHE OT NpHBeYeHia CpeACTB NyTeM BbINycKa akuHii nH60 
(buHaHCHpoBaHua 3a CueT HepacipegeneHHOH mpiGbutt) 
DECENTRALIZATION — neventpann3aulisa, OTMeHa WeHTpasIH30BaHHOrO 

PykoBoycTBa 4emM-1H60 
DECISION MAKING -— npunatue pewennii 
DECODING -- nexoanposanue; pacummposKa 
DEMOCRATIC LEADER -— nemoxpatnuecknii migep 
DEPARTMENTALIZATION — — jgetapTaMenTann3aunsa (pas6ueHne 

OpraHv3alHH Ha Moupasdenenva HW OTHeMbl, KaxKDbIi 3 KOTOpbIX 

CHeuMaH3HpyeTCA Ha OMpeyeeHHOM Be eATCMbHOCTH H HMeeT 

ynpaBnaroulero) 
DIFFERENTIATION STRATEGY ~—  ctTpaterua auddepenunaunu 

(npexcTasrenne ToBapa TakiiM o6pa30M, 4TO nmOTpeOuTenAM OH KaxKeTCa 

YHHKaJIBHBIM, OTAH'YHBIM OT IIPOAYKUHH KOHKYPeHTOB) 

DIRECT INVESTING — tipsmpie HHBECTHUHH, KanuTaoBOxKeHHA (110ObIEe 
HHBECTHUHOHHbIE paCXOgbl Ha (bH3HYeCKHe AKTHBbl, TaKHe KaK 3aBOJbI, 
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oGopyoBaHHe H TOBApHO-MaTepHasIbHble 3anacbi (B OTAMYHE OT (PHHAHCOBbIX 

HMHBeCTHLUHi)) 

DISCRETIONARY RESPONSIBILITY — nuckpeunoHHad OTBETCTBEHHOCTb 
(110 cBoeMy YCMOTpeHHt0) 

DISSEMINATOR - "1ndopmatop" (no Munu6epry: onHa v3 poseii, KoTOpbie 
MpHXOguTcA HrpaTb MeHeKepy; MepegaeT BHEWIHIOIO HMHOpMaLHio, 
HaslaxkHB2eT MHOPMALMOHHBIe KOHTAKTbl MexXY YPOBHAMH, 3BCHbAMH 
yMpaBsIeHEA, OTICNbHbIMH paOoTHHKaMH, peanu3yet HH(popMallHOHHy!0 
NOMHTHKY, OCYU[ECTBIACT 3aLHTyY HHOpMauHH; BxXOHT B rpynny 
HHMOpMa@uHCHHbIX poeit) 
DIVISIONAL DEPARTMENTALIZATION - 
nompa3zzeleHHi, TeneHue Ha NospasneneHua 

DOG - "co6axa" (HanpaBieHve TeaTenbHOCTH HIM TOBap C HH3KHM TEMIOM 
pocta H HeOoMbWOH AONE pplHKa, KOTOpble MOryT NPHHOCHTh AOCTaTOMHbIii 

HOxon AA NomlepxKanHa camux ce6a, HO He oGemlaioT cTaTb Gosee 

Cepbe3HbIMH HCTOUHHKaMH NOXxosa) 

DUAL ROLE - nyanpuas, 2BONCTBeHHAaA pOsb 

AenapTMeHTasIH3aulHA 

E 

ECONOMIC DIMENSION (ENVIRONMENT) - 9xonomuyeckan cpena 
ECONOMIC RESPONSIBILITY — sxonomuyeckasa oTBeTCTBeEHHOCTb 
EFFECTIVENESS — 2extusuocts, AelicTBeHHOcTE, MPOH3BOMHTEJIBHOCT 
(cnocoOHOCTb AOCTHraTs HEOOxOAMMbIe pesyibTaTBI) 
EFFICIENCY — sddextusuocts, MPOH3BOAHTEIbHOCTb, MpOYKTHBHOCTb 
(xapakTepHcTHKa MpOu3BOACTBeHHOrO Mpouecca (PHpMbl, oTpacnn HU T. 1. 
NOKA3bIBalOlllad COOTHOWIEHHE NMOYYeHHOTO pe3zynetata u 3aTpayeHHoro 
KOJIM4eCTBA pecypcoB) 
EMPLOYEE INVOLVEMENT -—- sosneuennoctsh paSoTHHkos (yyacTHe 
paGoTHHKOB B Mpouecce NpHHATHA peweHuit B pamKax ux KoMneTeHLMM KaK 
OfHa 43 POpM MOTHBaLMH) 

ENCODING — xoauposanne; wudposanne HHdopmaunu 
ENTREPRENEUR —_ npeanpunumatenp (4es1OBekK, KOTOpbIi co3qaeT, 
(buHaHcHpyeT M  ynpaBaeT KOMMepyecKoi un —_npombtuineHHol 
opraHv3auneli, oad Noy4HTs npHObINB) 
ENTREPRENEURSHIP —-  npeanpunumatenscrso (camoctosTenbHaa; 
OCyWIECTBIAeMad Ha CBOH pHCK NeATeNbHOCTS, cBazaH 
(MHaHCHpOBaHHeM HM yrpaBneHHem HOBbIM 
NosyyeHHA MpHoein) 
EQUITY FINANCING —  axunonepxoe 
(HHAHCHpOBaHHe 3a CyeT aku (unancupos 
yuacTHa B COOCTBEHHOM kanutTane, rT. 

Had C CO3aHHeM, 

Mpegnpuatuem c  wesiblo 

AONeBoe (pHHaHcupoBaHHe, 
aHve TlyTtem mpomaxn mpaBa 

€. MyTem = spillycka HOBbIXx 
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OOBIKHOBEHHBIX HJIH IIPHBIVJIETHPOBAHHBIX aKUHH (B OTMHYHE OT 
3Q€HMCTBOBAHHit)) 

ERG THEORY — ERG teopna (reopia MoTHBaWin Asibuepdepa, B 
COOTBETCTBHH C KOTOpOii BbilaenAeTcA TPH rpynnbl notpeOuocteii: 
noTpe6HocTH cyuiecTBoBania (Existence), oTHowennii (Relatedness) 1 

SMM4HOCTHOrO pocta (Growth); SK3HCTeHUMaIbHbIe MOTPpeOHOCTH CBA3AHBI C 

yOBseTBOpeHHem Oa30BbIx NoTpebuocteii (Ta rpylina coBllayaeT C TEM, YTO 
Macnoy ompexesan Kak @u3HOMOrHYeCKHe NoTpe6HOCTH H MOTpeOHOCTb B 
Ge3zonacHocTH), MoTpeOHocTH  OTHOWeHHii CBA3AaHbI C  KeslaHieM 
YCTAHaBIHBaTb 1 MOUIEpKNBaTb 3HAUNMbIe = MO2KJIMYHOCTHBIE = CBA3H; 
NOTPeOHOCTH pa3BHTHA - ITO CTpeMJICHHe K COBEPLUCHCTBOBAHIIO H pocTy 
JIMYHOCTH) 

ETHICAL RESPONSIBILITY — o11Wec Kaa, MOpasibHad OTBETCTBEHHOCTb 
ETHICAL STRUCTURE — otiueckan ctpyktTypa KOMIMaHHH (KOZeKC YeCTH, 
NpaBits1a ITHKH, CTAHAAPTI) 
ETHICS — o1uka, Mopasib, ITIHYECKIe, HPABCTBEHHBIe MpHHUHIIbL (CHcTeMa 

WeHHOCTeHi H HOPM MOBeJeHHA Kakoro-/. cooOmecTBa, OpraHH3auii HI 
HHAHBH a) 

EXPERT POWER — 9kcneprioe BosyelicTBie, BIIAHHe (BIMAHIe IKCHepTa 

Ha Apyrix soueii, OCHOBAHHOe Ha ero OOLIEMPH3HAHHbIX 3HaHHAX H OIbITe B 

OnpeyeneHHoii oOnacTH) 

EXPORTING -— dkcnopTupoBaHne,  KCHOpT (IpowaKa ,TOBapOB H 

NpeOcTaBileHie yCyr NHOCTpaHHbIM NoTpe6uTe1AM) 
EXTERNAL ENVIRONMENT - srewHaa cpega oprann3aunn (dakTopbl 
OKpyxalolueii Cpeybl, Ha KOTOPble OpraHH3alnA MpakTHUeCKH He B COCTOAHHH 
NOBAMATb, € MOKET JIMWb MpOrHO3HpOBaTb H MpicnocaG/iuBaTbCA K HX 

H3MCHEHHAM) 

EXTERNAL GROWTH STRATEGY - crpateriia BHewHero pocta 
EXTRINSIC REWARD — sxeulnee BO3HArparxKtenie, UOOUIpeHte (s10GbIe 
NOOLIpPeHHA, KOTOPbIe Mpesararorca JIHUy 3a ONpeAeMeHHy!O AeATeMbHOCTb 
APyruMH sHuaMH (Halp., B cay4ae BO3HarpaxkyeHHa paOoTHHKa, TO 
3apaG6oTHad miata, MpeMHH, BbICOKAd OUWeEHKa TPYAOBbIX AOCTHPKEHIIt 

OKpy>KaloluHMH HT. 11.)) 

F 

FEEDBACK CONTROL -— yupasnexiie c OOpaTHoi cBA3bIO, KOHTpoNb No 

PesynptTataM (OCYyLUeECTBILAeTCA C MOMOLIbIO OTHCTOB O OCTHTHYTbIX 

Pe3ymbTaTax, TaK YTO O6HApy2XKHTb NpOOMEMbI MOXKHO TOJbKO MO OKOHYAHHH 

OTYeTHOrO Mepuoga) 
FEEDFORWARD CONTROL - lipeaynipex*k 2a KOHTPOJIb, 

NipeBapHTesIbHbI KOHTPOsb (MpOcueT BO3MOXKHBIX NpoOJIeM WAH OTKIOHEHHH 

HO UX HeMOcpeACTBeHHOrO NposBeHHA) 
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FIRST-LINE MANAGER -— pyxosogutenb (MeHegxKep) nepporo ypoBHa, 

HH3Uero 3BeHa, NepBOH JIMHHH (Hanp. 6puragup Ha MpoH3BOACTBe) 
FLAT STRUCTURE —- _ naockaa opranu3aunoHHas = cTpyKTypa 
(OpraHu3auvMOHHaad cCTpykTypa, KoTOpad xXapaKkTepH3yeTCA MeHbLIMM 
KOJIMYECTBOM YpOBHeH yipaBeHHA, ¥eM B HepapXxHA OOBI4MHO OpraHH3auHn; 
O6bIuHO = MpewoaraeT MeHbINee = KONINYECTBO ~=——s ARPOMexK YTOUHIX 
YNpaBsAIOWHX, T. €. BCe NOAYHHEHHbIE MonpasqeneHHa HAM rpynibl HMe1OT 
OAHOFO riaBHOrO yipaBsaAoWero) (rOpH3O0HTaNbHaa) 
FOCUS STRATEGY —- ctpaterua cocpenotouenna (Ha onpeneneHHoii 
rpynne noxynatesei) 
FRANCHISING - — qbpanuaiizunr (nuueH3HonHoe _—cornauleHHe, 
NOApasyMeBarollee MCMOJb3OBAaHKE TOBapHOro 3HakKa H TeXHONOrHi co 
B3aMMHBIMH = OOs3ATENLCTBAMH =H JIBFOTaMH §=MexKay = mepenaioueli 
omyyaiouleH CTOpoHaMH, MpegocTapasemoe 3a maaty u OopmsieHHOe B 
COOTBETCTBHH C 34KOHOM O TOBapHbIX 3HaKax) 
FUNCTIONAL DEPARTMENTALIZATION — @yHKUHOHaJIbHaA 
HenapTaMenTanu3auna  (popMupoBanne — cTpyKTypHbIXx nospa3zyneneHHi 
OpraHH3allHH, pH KOTOPOM KaxKAOMy Nogpa3vesneHHio cooTBeTCTByeT CBOA 
(YHKUMOHAIBHaA OOmacTh) 
FUNCTIONAL MANAGER - PYHKUHOHANbHBIII PYKOBOJHTEJIb 
(PyKOBOAHTeb =yHKUMOHaIbHOrO)§=oTgena =nH60 = orBeyatomnii 34 
ornpeweeHHYy!0 PYHKUMOHAIBHYy10 OOsMACTb eATeMBHOCTU OpraHH3auun) 
FUNCTIONAL-LEVEL STRATEGY — cTpaTerua Ha (yHKUMOHaJIbHOM 
YpOBHe (AIA OTZEN0B, AeMapTaMeHToB, HHAMBHLYyMoB) 

G 

GENERAL ENVIRONMENT - o6uias cpena; Cpega oO1ero xapaktepa 
GENERAL MANAGER - reHepasibubiit MCHeAKep (riaBHbiit MeHesKeP 
OpraHH3allun, MOAYMHACTCA TONbKO COBETY AHpeKTOpos) 
GLOBALIZATION STRATEGY - crparerua rio6anu3auHun 
GOAL - 3aqa4a, ven; WeneBoii noKa3atenb 
GRAND STRATEGY — rnapuas, rpaunAHO3Has cTpaterua 
GREENFIELD VENTURE - MHBECTHUMH, KaNHTaOBOKeHHA “c 3eneHOrO 
mons" ("c 4McToro nucta", c Hyna) (MMBecTHUNH B co3yaHHe HOBOro 
MpeANPHATHA, KOrya MaxKe MpOu3BONCTBEHHBIE MOMCLUICHHA BO3BOMATCA © Hyd (B OTJH4NE OT TOKynKH WIK NOMMOWeHHA yxe cyulecTByIOUlero 
npeanpusTus)) 
GROWTH STRATEGY - crpaterua pocta 

H 

HARD-WORKER - «tpynoronuk» 
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HIERARCHY OF NEEDS THEORY — teopua HepapxHH moTpe6uocteii, 
Mepapxua notpebuocteii (110 Macuoy) (mpennoxenHaa A. Macnoy Teopna 
MOBEHEHHA YENOBCKA, B COOTBETCTBHH C KOTOpOii YenoBeK MOTHBHpyeTca 
MATBIO NPHPOAHbIMH MOTpeOHOCTAMH; B HOpAAKe IIpHOPHTeTHOCTH K HHM 
OTHOCATCA (u3HOOrHMeCKHe moTpe6HocTH, notTpe6Hoctb G6ezonacHoctTu, 
COLUNAIBHbIC TOTpeGHOCTH, NoTpeOHocTh 4YyBcTBa COOCTBEHHOFO AOCTONHCTBAa 
H MOTpeOHOCTb CaMOBbIpPAxKeHHA) 
HORIZONTAL TEAM - ropu3onranbuaa KoManHa (opMasbHad KOMAaHa, 
COCTOAIUAA H3 paOOoTHHKOB NpitMepHO OAHOrO Ht TOrO %e YpOBHA, HO 3 
Pa3Hbix OTZE0B) 

HUMAN (INTERPERSONAL) SKILLS — naspikit o6wieHiA (yMeHHe 
YenewHo OOWlaTBCA C NMOAYHHEHHbIMH, lapTHepaMi, pykOBOAHTeAMH, 
KOJLIeraMH H Ap.) 

I 

IDEALIST - wneanuctr (HeOBeK, IHTAIOWWHii TATy K HOBBIM 1eAaM) 
IMPOVERISHED MANAGEMENT - HeoP@eKTHBHOe —_—iIpaBJIEHHE, 
HeaekTHBHbIii MeHELKMeHT 
INDIVIDUALISM APPROACH - HHAHBILIYAIHCTHYeCKHit NOAXOD 
INITIATING STRUCTURE BEHAVIOR - cTpykTypoo6pa3yrouinii 
(xapakrepucTHkKa useanbHoro Tuna PYKOBOAHTeNA, KOTOPbIii OCHOBHOe 
BHHMAHHE YIe@AeT CO3ZaHHIO @OpMANbHO!t OpraHu3auNOHHOi_CHCTeMBI, B 
KoTOpoH Kaxkablii paboTHHK HMen Obl YeTKO OMpeneneHHbie yHKUHH, 
PYKOBOACTBOBAICA YETKHMM HHCTPYKUHAMH i N1paBiiaMH KOMMYHHKaUHH H 
T. 11.) 

INTERNAL ENVIRONMENT - BHYTPpeHHAA cpeyqa opraHH3auluii 
(Napametps! opraHH3aunn, KOTOpble OMpeAeMAOT €€ HMHIDK, OT KOTOPBbIX 
3ABHCHT CIIOYCHHOCTb BHYTPH OpraHH3auMH HM 9ekTHBHOCTh MOCTIDKEHIA 
10 CBOHX uel; K BHYTpeHHeii cpele OTHOCATCA cHenyoUIHe 3s1eMeHTHI: 
KybTypa  OpraHH3aiin, CHcTeMa MOTHBauHH HH  BO3HarpaxKaeHHa 
COTPYAHHKOB, HCTOPHA HM TpawHUHH OpraHH3alH, CTIVIb yrpaBneHis, 
H@IM4He OCO3HAHHOH MHCCHH OpraHH3alliH; OOuHe B3PIALbI WH WeHHOCTI, 
TO3BOJAIOWIHe pa6oTaTs B KOMAaHJe) 
INTERNAL GROWTH STRATEGY - cTpaTerHa BHYTpeHHero pocta 
INTERNATIONAL DIMENSION (ENVIRONMENT) — mexanyxapoanaa, 
KOHKYypeHTHaA cpefa 
INTERNATIONAL MANAGEMENT - MexKayHaponuslii MeHemKMeHT 
INTRINSIC REWARD ~- BHyTpeHHee BO3HarpaxgeHHe [nooulpenue] 
(4yBcTBO yuoBseTBOpeHHOCTH KaKHM-J. HeficTBHeM, YyBCTBO caMoyBaxKeHHA 
H HHbIe€ COCTOAHHA, NIpCACTABJIAIOLUHE LEHHOCTb AVIA YeNOBeKa) 
INVOLVEMENT CULTURE — KYJIBTYpa BOBJIEYeHHA PpaOOTHHKOB (Hamp. 
BOBJIEYeHHE B IIpHHATHE peuleHHii) 
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J 

JOB — paGota, 3aHaTHe; NOsKHOCTB 
JOB DESIGN - opmuposanve xomxuocteii, pacnpenenenne pa6otT 
(TpynmupoBka NpoOH3BOACTBeHHBIX, ynpaBleHyecKux HM HHbIX 3aqa4 M0 
AOJKHOCTAM C YHETOM Pa3IMYHBIX JIMMHbIX H OPraHH3alHOHHbIX MapaMeTpoOB 
M Xapaktepa paOorbl, onpeyeneHHe oObema 3anay JIA OTENbHBIX 
AOUKHOCTeH) 
JOB ENLARGEMENT - yxpynuenne Texnonorn4eckux onepaunii 
JOB ENRICHMENT — o6orawenue tpyaza, paOoThi (BepTHkambHoe 
paciunpeHue coctaBa pa6otsi, T. e. Ho6aBneHHe kK O6s3aHHOCTAM pa6oTHHka 
@yHKUMH, paHee BBINONHABLUMxCA ero Ha4aIbCTBOM, B TOM 4HCJIe 
Mpegoctapnenue paOoTHHky Gonpueii cBo6onb B NpHHATHH = pewleHHit 
OTHOCHTEJIbHO cMoco6oB BBbINOMHEHHA MOCTABeHHbIX sauau, B T. 4. 
OTHOCHTEJIBHO IWIaHHPOBaHHA, OpraHH3auHH BBINONHeEHHA HH  OLIGHKH 
BBIMOMHEHHA 3a0a4; aBTOp KOHUenuHH - OD. TepuGepr) 
JOB ROTATION - potauna pa6ounx ect, mooyepegHoe mpeGbipanHe B 
AOWKHOCTH, YepeMopahwe xapaktepa paOots! (npHHunn nepHognyeckoro 
mepesoga paOoTHHKoB c OfHOrO pabouero Mecta Ha Apyroe B paMkKax OnHOii 
opraHn3aunn) 
JOB SIMPLIFICATION ~- ynpowenne paOoTs: (mMeToa moBBIWIeHHA 
3*PeKTHBHOCTH Tpyga, 3aKOYarOUlHiica B pa3s6ueHun pabotel Ha OTMEsIbHbIC 
HPOCTble ONCPalHM, AMA BbINOAHEHMA KaKNOH U3 KOTOPBIX Ha3Ha¥aeTCA 
OTHeIbHbIM pa6oTHHK) 
JOINT VENTURE (JV) —-  copmectuoe NIp€ANPHATHe, COBMeCTHaA 
M€ATCMbHOCTh (1opHaAMYecKaa bopma TIpCONPHHHMaTeIbCTBA Ha OCHOBE KpaTKOCpo4uHoro, pa3s0Boro OObeAMHEHHA AML OA Peasiu3auHH KOHKpeTHOrO 
MpoektTa, “acto 6e3 oOpa3oBaHua ‘opHaMyecKoro JIHUa; B HaOroBOM 
3AKOHOMATENBCTBe O6BINHO cuUHTaeTca Pa3HOBHAHOCTbIO =TOBapHLecTBa; 
HCIIOMB3YeTCA KaK MeXaHH3M OObEMHHEHHA pecypcos iH COKpaleHHA pHCKOB TIpH BPINOAHECHHH MpOeKTa; COBMECTHBIe C HaLMOHANbHBIMH npexnpHAaTHA 
WacTO ABIAIOTCA TaBHBIM croco6OM mpoHukKHOBeHue HHOCTpaHHoro KanuTasia Ha HAUMOHAIIbHbI pbiHOK) 
JUGGLER — «hoxycuuk, *xournep» (4enoBeK. He Gost 
JUSTICE APPROACH - cnpaseasusniii nonxog NHN PHCKOBATS) 

L 

LABOR MARKET - pwinox tpyna 
LEADERSHIP —- pyxosoxctso, JIMAepCTBO 
LEADERSHIP GRID ~ «pewerxa» Aunepcrsa 
LEADING - pyxosogcTso yipapsienne (onna , 43 @yHKUHi MeHeDKMeHTAa LEGAL RESPONSIBILITY — mpaBosaa, topunuyeckag orbenemenneen 
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LEGAL-POLITICAL DIMENSION (ENVIRONMENT) — 3akoHoyaTenbHo- 

NpaBoBad H NONHTHYeCKaA Cpena 

LEGITIMATE POWER ~ 3aKoHHaA BNaACTb; BAHAHHe, OCHOBaHHOe Ha 

TPaaAHUHAX 

LICENSING -—  npexocraBnenite © NUeH3II,  BbIa4a = AHUeH3HH, 

AHUCH3HPOBAHHE (Ha OCYLECTBJICHHE KaKOii-/1. HeATEJIbHOCTH) 

M 

MANAGEMENT — ytpapienue, MeHespKMeHT (HayUHaA JICUMIWIHHa Ht 
NpakTHYecKaA CATCIbHOCTb, CBA3AHHAA C YlipaBsIeHHemM OpraHH3auneit; 
BKONaeT B CeO ONpeyeNeHHe Ueveii H CTpaTeriui pa3BiTHA OpraHH3auNH, 
OWGHKY HMCIOWHXCA PeCypCOB H paciipeueseHHe UX Me%KUY pazIN4YHbIMH 
BHJaMH MEATEMbHOCTH, MWaHHPOBaHHe CTPYKTYpbi OpraHH3alluH, KOHTPOJIb 3a 
€€ J€ATCJIBHOCTbIO) 

MATRIX BOSSES — 6occwi 8 MaTpH4Hoil AenaprMeHTas3aut 
MATRIX DEPARTMENTALIZATION — matpwinaa yenaptamenTanu3auna 

(OTAeNbI pasueNAOTCA NO ABYM HapaMeTpaM 11 MMerOT JBOiiHOe NOAUMHEHHe: 
YHKUHOHAILHOMY PYKOBOAHTEMO H PyKOBOAHTeMO MpoeKta) 
MERGER -— cananne, o6beannenne (oOpeannenne yByx nan Gonee 

KOMMaHHH B OAHY (6e3 H3MeEHeHHA lOpHANYeckoro Hua upHobperamweli 
KOMNaHHH) myTem nokynki GOonbweii YacTH aKUHOHepHoro§ Kantasa 
MpHoOpetaemoH KOMMAHHH, aKLUHOHEpbl KOTOpOii mocne oGbeaHHeEHHA 
COXpaHAIOT CBOH IIpaBa Ha AKU B peCTpyKTYPHPOBaHHOil KOMMaHHH; MO?KET 
NPHBECTH K OFPaHHYeHHlO KOHKYpeHLHH B COOTBETCTBYIOLeli OTPACIH HWIH Ha 
COOTBETCTBYIOUIEM PbIHKe) 

MIDDLE MANAGER -— yupasnstownii cpeanero 3Bena (ynpaBaalownii c 

NpaBaMH ylpaBJleHHa enapTaMeHTaMH, 3aBOaMH, NoOApa3qeeHHAaMn, 
KOTOpHIHi NOJUHHEH BbICLUEMY PYKOBOACTBY KOMMAHHH) 
MIDDLE-OF-THE-ROAD MANAGEMENT — cOanancuposaHublii CTH 
yipapneHua 

MISSION — muccua (byHkuna opraHH3auiit Kak YacTH COUMaNbHOl HAH 
SKOHOMHYECKOH CHCTEMbL; HCXOAA H3 Hee ONPeeNAIOTCA We OpraHH3aluH) 
MORAL-RIGHTS APPROACH — mopanbubiii nogxon (rue B Gonbureii 
CTEIEHH YYHTHIBALOTCA MOpaJIbHble NpaBa YeOBeKa) 
MOTIVATION — motusupopanne, MOTHBaLHA 

MOTIVATION CONTENT THEORIES ~- conepxatenbubie TeopHi 
MOTHBALHH (TeEOPHH MOTHBAUHH, Oa3Hpyrouweca Ha HAeHTHDHKAWHH 
NlotTpeOuocteii, KoTOpbie 3acTaBsAloT J0Leli AelHCTBOBaTb Tak, a He MHaUe; 
ONpexeNAIOWHMH ABJIMIOTCA BHYTpeHHHe NoTpeOuocrn, nobyxyaroune 
Juouei K ZeHCTBHIO (Hamp., NOTpe6HOCTh B AOCTIDKEHHH WesIH, Ge3onacHocTH, 
craryce HT. Q.); B OTAMUNE OT Npoueccya/lbHbIX TEOPHii MOTHBALHH aKLeHT 
CTaBHTCA Ha TOM, UTO ABJIAETCA MOTHBATOPOM) 
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MOTIVATION PROCESS THEORIES -— npoueccyanbubie (cHTyalHOHHbie) 

TeOPHH MOTHBALHH (TeEOPHH MOTHBALHH, OCHOBaHHbIe Ha MpeANONOKeHHH, 

4TO MOBeAeHHe YeNOBeKA 3ABHCHT He TObKO ero noTpebHocTeli, HO HU OT 
BOCIPHATHA HM TOM WI HHOM CHTYalHH HM BO3MOXKHBIX pe3ybTaTOB BbIOopa 
TOrO WIM HHOFO THMa NMOBEAeHHA; B OTMMYHE OT COMepKAaTeMbHbIX TeOpHi 
MOTHBALIMH, OObACHAIOT, KaK BOSHHKA€T MOTHBALLHA) 
MOTIVATION REINFORCEMENT THEORIES —- teopuu ycusenna 
MOTHBALIHH 
MULTIDOMESTIC STRATEGY — muorovaunonasbuas cTpaterna 

N 

P 

NETWORK DEPARTMENTALIZATION - cetepaa ctpyktypa opraHH3aluit 
NONPARTICIPATOR ROLE — cropouunit na6mogatenb (4eH KOMAaHJbI, HE 
npvarawHit ycuivii HH K PpeUI€HHIO KOMA@HJHbIX 3aa4u, HH K 

YNOBETBOPEHHIO COMMAJIBHBIX NOTPeOHOCTei) 
NONPROGRAMMED DECISION —-  xesanporpamMupoBaHHoe, HOBOE 
peueHne 
NONVERBAL COMMUNICATION — o6Men HesepSanbHoi HHopmMaunei 

O 

OPEN-BOOK MANAGEMENT — ynpasnenne no npununny oTKpsiToi 
KHHTH - 
OPERATIONAL GOAL - onepaunonHas yenb 
OPTIMIZER - ontumusatop 

ORGANIZATION — opranu3auna (8 COUMaIbHBIX HayKax: rpynna smrozeii, 
OObeAMHMBIUAACA JIA COBMECTHOFO AOCTHKEHHA KaKOH-HuGyAb Wes; MOKET 
ObITb POPMAIbHOK WIM HedbopMaNbHO!) 
ORGANIZATION CHART -  cxema_ oprann3aunoHHoii CTpykKrTypbl, 
OpraHH3auwHOHHasd WMarpamMa (TaOsMua HU Cxema, B KOTOpOH mpeactaBsieH 

COCTAB NOLpa3AeeHHA M MONKHOCTHBIX JIML KOMMaHHH, HX CONOJYMHEHHOCTb 
HW B3anMouelicTBHe) 

opraHi3aulnn 

ORGANIZING — opranv3ayna (ofHa 43 6a30BbIx @yHKuUH ynpaBieHHs. 
BKUOYAIOWaA MOMCK HeOOXOMMMBIX pecypcos, pacnpeyenenue pa6oT H 
Ha3HayeHHe OTBETCTBCHHBIX HCNOMHHTEHeH AA DOCTHKEHMA MOCTABIIeHHbIX 
ueneH u 3a7a4) 

OUTSOURCING — aytcopcunr (nepenaya croponHemy moapaayHKy 
HeKOTOpbIX 6u3HeC-byHKuUH WIM uacTeii 6u3Hec-npouecca mpeanpuaTna C 
UeJIbHKO MOBbICHTb HPpOM3BOJHTEJIBHOCTb Tpyaa HM CHH3HTb ceOecTOHMOCTb 

MpOAYKUMH MpeHMyUIecTBeHHO 3a C4eT Gonee yemésoit pa6ouel cHJIbl Y 
nogpsaA4uKa) 
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PARTNERSHIP) —  ‘toxsapnwectso (dopmMa  npesANpHHHMaTe/BCTBa, 
Mpesctapssrouad coGoii o6beazHHeHHe AByX HAN Gonee mim (MapTHepos), 
COBMECTHO OCYLUECTBJIAIONNIX KOMMePYeECKyIO JEATEMBHOCTb; A 
OpraHH3auHHn ITOH dopmbt Tpe6yetca.ycTHOe HI MICbMeHHOe CormalleHHe 
tlapTHepos 06 HX BKNAAAX, YUACTHH B MpHObWIN, OTBETCTBEHHOCTH Hi T. 1.) 
PARTNERSHIP AGREEMENT - norosop/cornawienne 0 COTpyHHHYeCTBE 
PERMANENT TEAM -— niepmaneHtHaa, AOIrOBpeMeHHad KOMAaHia 
PERSONAL POWER — avunasa BilacTb, AN4HOe BIIHAHIE 
PLAN — rinan (cxeMa kKakoii-n. HeATeNbHOCTH, paspaOoTaHHaa AO Ha4yana ee 
OCYLUECTBIEHHA (HIP. MIAH AeATeEMbHOCTH KOMMAHHH, Miah mpodaK, nia 

NOYYCHHA BbINIAT (rocoGnHit) HT. H1.)) 
PLANNING — aHHpoBaHie, MpOeKTHpoBaHie, COcTaBeHHe TyiaHa, 
Npoekta, mporpamMbl (pa3spaOoTka 11aHOB AeATEIBHOCTH OPraHH3auHH; OHA 

H3 MYHKUHit MCHELDKMeHTA) 
PORTFOLIO ANALYSIS — avanu3 noptdena, nopTpenbupiit avai; (aHasiH3 

BC€X CTpaTerHuecKHXx NOApasueneHHit KOMMAHHH) 
POSITION POWER -— snactb, “aHHad mno3znuteli, 3aHHMaemoli B 

opraHH3auHii 
PRESCRIPTIVE CURVE -— npeancpipaioujad KpHBad (KaKOH CTHJIb 

YipaBNeHHA HCHOJIb30BaTb) 
PROGRAMMED DECISION — 3anporpaMMHposaHHoe pelieHnHe (KOTOpoe 

yKe OCYLUECTBIIAOCb paHee) 

Q 
QUESTION MARK - “tpynupiii pe6eHok", "TemHaa slowayKa", "WHKaa 
Kowka", "3Hak Borpoca" (BHA mpoayKTa B BocToHckKoii MaTpHule, HMerOWWii 
loka HeGOMbUIYIO AOIO pbIHKa, He NpHHOcAWH Oonbwoil mpnObiwin, HO 
HMECIOWMH BbICOKHe TEMIIbI pocta) 

R 
REFERENT — (1) nopyuntenb (garoulee peKOMeHauHto JHU); (2) OObeKT 

CCbIKH (c Kem ce6a CpaBHHBalor) 

REFERENT POWER — snactb 2TasioHa (OCHOBaHa Ha JIIYHbIX KaYeCTBaX 

OKa3bIBalolllero BIHAHHe) 

RESISTANCE — conpotusjenue 
RETRENCHMENT STRATEGY - crpaterua cokpailenns (xapaktepu3yetca 
yCTaHOBJIeHHeM Ueneli HMoKe JOCTHTHYTOTO YPOBHA HI HCKIIO“eHHeM 
HEKOTOPbIX HaNpaBsIEHH DeaTebHOCTH, B XYQWeM Ciyyae JINKBHJauHeli 

MIPOH3BOICTBA) 

REWARD POWER - snactTb BOo3HarpaxKOeHHA; BJlACTb, OCHOBAaHHAA Ha 

BO3HArpaxkACHHH (BIACTb, BOSHHKAIOWWAA H3 BO3MOXKHOCTH JHUa npewiaraTe 
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yTo-m. B KauyecTBe BO3HarpaxkieHua, a TakwKe jsMUaTb OdeLaHHoro 

BO3HarpaxkAeHHA H TEM CaMbIM BO3JeHCTBOBATS Ha MOBeACHHE APyTHX mone 

(Hamp. CMOcOOHOCTR MeHedxKepa CTHMYJIMpOBaTb TpyA pa6oTHHKOB IyTeM 

o6eulaHHa NIpeMHH HIM YrpoO3bl JIMLIMTb MpeMHH)) 

S 

SELF-DIRECTED TEAM - camoympassinemMaa KOMaHda 

SITUATION ANALYSIS — avanu3 CuTyauui 

SMALL BUSINESS -— Manoe npeanpuatue (kak mpaBHsio, uMeeT HEOOsbLIHe 

o6bem Kanutana u oGopoTh! [o6bembl eATeMbHOCTH], XxapakTepH3yeTCA 

HeGOOsbUIMM KOAMYeCTBOM COTPyHHKOB) 

SOCIO-CULTURAL DIMENSION (ENVIRONMENT) —-  counasbHo- 

KyJIbTypHaa cpewa 

SOCIOEMOTIONAL ROLE — couvanbHo-3MOuMOHabHaa pomb (WICH 

KOM@HJbl, POsIb KOTOPOrO 3aKJIIOYaeTCA B MOMMeEpxKKe yOB/eTBOPeCHHA 

3MOL[HOHQIbHBIX NOTpeOHocTeH yuacTHHKOB) 

SOLE PROPRIETORSHIP — uwvausugyanbHoe mpexnpnatve (KOMMaHHA, 

KOTOpad HaXOAHTCA B COOCTBEHHOCTH M yiIpaBeHHH OgHOorO YeOBeKa, 

oTBeYalolWlero NO OGa3aTeNbCTBAM AaHHOH KOMMaHHH JMYHbIM HMYLUeCTBOM, 

jakaa ljopHanyeckas dopMa NpeANpHHUMaTeNECTBa H3OuNpaeTcA WIA MeJIKHX 

MIpeAMpHATHH; €€ HENOCTATOK 3aKNIONAeTCA B OrpaHH¥eHHOCTH UHAaHCOBbIXx 

BO3MOXKHOCTeH; HHAMBUAyasIbHEIe MpeampuaTua elicrByioT B oOnacTH 

PpOSHHYHOM HM MENKOONTOBOM TOproBsIH, OKa3bIBaIOT yCllyrH Ha Me€CTHOM 

ypoBHe; 4acTO OupxKeBble Makiepbl OPraHH3y10T CBOIO HeATEIbHOCTh B BHAC 
HHAMBULYaIbHOrO NpexNpHHUMaTeNbCTBA) 

SPAN OF MANAGEMENT —- |) Hopma ynpaspasemoctu (MaKCHMaJIbHOe 

KOMMYECTBO MOAYHHEHHBIX, KOTOPbIM PYKOBOAHTeNb crocoGeH ynpapiats) 2) 
oObeM yiipaBieHua, cibepa KOHTpomA (4YHCNO paOoTHHKOB, OTBETCTBEHHbIX 

nepef AaHHbIM PpyKOBOAMTEeeM) 

SPECIAL-PURPOSE TEAM — cneuvanu3zpopaHHaa KomMaHaa, KOMaHAa 
CrlelHasIbHOrO Ha3Ha4eHHa 
SPOKESPERSON - "npeactasutenb" (no Munudepry: ona 3 poseil, 
KOTOpbl€ MIpHXOAMTCA rpaTb MeHeKepy; MepenaeT BHYTPeHHIO!O 

MHOpMallvio = BHELWHMM = MOB3OBaTCNAM:  (pHHaHCOBbIM opraHaM, 

akUMOHepaM, NMapTHepaM, K/IMeHTaM; OCHOBHaa (byHkuna - PR-geatenbHOCTb; 

BXOAMT B rpynity HH@OpMaunOHHbIXx poet) 

STATUS QUO —- ctatyc-KBo, To xe nonoxKeHHe, TOT xe nopsOK, 
CyWUeECTBYIOLUCe WIM CYLUECTBOBaBLUee MOO*KeEHHE 
STABILITY STRATEGY — ctpaterus cta6uabuoctn, ycroiiunsoro pa3sBuTH4 
STAKEHOLDER — 3auntepecopannaa cropoua, 3aMHTepecoBaHHoe JIM 

(m1060e JIMUO HSIN Ppytinia JHU, HMeIOLUMX HHTepec B KOMMAaHHM: akUMOHePpel. 
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paSorHHkH, HOCTaBLUHKH, KJIH@HTBI, KpeAHTOpBI, rocygapcTBo, 

oO6uleCTBeEHHOCTh HI T. 41.) 

STAR - “3Be34a" (o603HaNeHHe  ObICTpopacTyuicro HanpaBsieHHa 

HeATEMbHOCTH HJUi TOBapa c Gonbuwoi goNeli pbIHKa, KOTOpble 3a4acTy!0 

Tpe6yloT Cepbe3HOrO NHBECTHPOBAHIIA {UIA NOAAepxKAHNA HX Obicrporo pocta) 

START-UP — wayano weaTenbHocTH; "cTapTall" (HedaBHO Co3qaHHas PuUpMa, 

OOBINHO HHTepHeT-KOMIaHIA) 

STRATEGIC BUSINESS UNIT (SBU) - crpavernueckas On3HeC-eXHHHLA. 

cTpaternueckoe xo3aiicTBeHHoe (613HeC-) Nopasyetenie (HallpaBseHue 

HCATCJIbHOCTH KOMUAHHH (IIPOAYKT), HMEIOWWee OTACIbHYLO MHCCIIIO I 3a0a4H, 

HEATENbHOCTh KOTOPO! MOXKHO ILIAHHPOBATb H PeKJAMHPOBaTb HE3aBliCHMO 

OT ApPyrHx HalpaBseHHii) 
STRATEGIC GOAL — crpateriueckas Welb 

STRATEGIC MANAGEMENT -—- __ crpaternueckoe — ylipaByleHHe 

(HEATEIBHOCTh BBICHICrO PYKOBOACTBA OpraHH3alH MO OlpeeseHIttO 

AOMPOCPOUHbIX Leseli OPraHHsalin, paspaborke NPUHUNUOB, MWIAHHPOBaHHtO 

OCHOBHBIX MEepOMnpHATHit H pacnpexeNeHHIO PECyPCOB AIA MOCTHAKEHNA ITHX 

weet) 

STRATEGIC PLAN —  crpateruyecknii wiaH (onicbiBaeT MIHCCIIIO 

OpraHH3alHH, Ce CYLMHOCTH, OGLE LENH H 3aLa4tt Ha JUINTesbHBIH CpOk) 

STRATEGY FORMULATION — ouncanue, paspa6orka cTpateriit 
STRATEGY IMPLEMENTATION - sueapenue cTpateriitt 

SUPPLIER — noctaBuiuk (ToBapa, yculyrH) 

SUSTAINER — nepxauiiiica 3a yruiaa, 3a CyueCTBYIOWUHii OOpa3 %*KH3HH 

SWOT ANALYSIS - SWOT-anain3 (clicrema CTpykTypipoBaHiia =H 

NOCHeAyIOWerO aHaIH3a HHOpMAauHH O COOBITHH, CHTyauHH i T.IL.. 

Ga3upyloulaica Ha ciIeAyIOWWx KpitTepuax: strengths (aocTouHcTBa, 

ipeumyuiectBa), weaknesses (cadocTH, HeocTaTKH), opportunities 
(Bo3MOxKHOCTH) H threats (yrpo3bl, pick). Hcnonp3yetca Au1a COcTaBsJIeHHA 

OH3HEC-ILIaHOB HM Ha fIPpeABAaPHTeJIbHBIX CTAMMAX NPHHATHA PeLWeHHil. 

SYSTEMS THEORY - teopiia cuctem 

T 

TACTICAL GOAL — taxtiyeckaa Web 

TALL STRUCTURE - pspicokas, MHOrOypoBHeBad OpraHH3allHOHHaa 

CTpyKTypa (OpraHH3auHOHHaa CTpyKTypa, KOTOpad xXapakTepli3yeTca 

GOMbLINM KOJIHYeCTBOM ypOBHeii yIpaBJIeHHA,; MpH AaHHO!i CTpyKType y 

KaKAOH MEIKOM Mpyllibl COTPYHHHKOB eCTb CBO ynpaBaMOWHii, KOTOpbIii, B 

CBOIO OYEpeslb, HOAMHHACTCA BbILIECTOALLUM YIpaBJLAIOLUNM) 

TASK ENVIRONMENT -— pa6ouaa cpega (ycnoBpua, B  KOTOpbIX 

OCYUIECTBIAETCA BbINOJIHCHHE KaKOrO-JI, 3a4aHHA, H aktTophl, BIINALOWIHE Ha 
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NlOCTaHOBKY Wee M NpHHATHe peleHHii No MOBOAY BbINOHeHHA TOrO HJIH 

HHOro 3a4aHHA) 

TASK SPECIALIST ROLE —- cnewnanuct no peutenwio 3anau (4IeH 
KOMAHJbI, HampaBJIAIOUIHit BCIO CBOIO 3HEprHio Ha JOCTHXKEHHe KOMAHJHbIX 

nenei) 
TEAM - rpynna; 6purana, KoWIeKTHB 
TEAM COHESIVENESS — cnno4ueHnocTb KOMaHJbI 
TEAM DEPARTMENTALIZATION — xoMay gua DenapTMeHTanH3auHa 
TEAM MANAGEMENT - xomanauoe ynpapnenne (cTHb ynpaBAeHHa, ip 
KOTOPOM PYKOBOAHTeM0 JOOMBACTCA BbITIOIHEHHA NPOM3BOACTBEHHbIX 3a0a4 
HM cCOxpaHseT MpH 93ToM OnaronpuHaATHbI McMxONOrHYeCKHi KJIMMaT B 
KOJUICKTHB, B34MMOOTHOLICHHA MeXAY PYKOBOAMTENeEM H MOAYHHCHHBIMH B 
OTOM CiLyuae CTPOATCA Ha B3AHMHOM JOBEpHH H yBaxKeHHH) 
TECHNICAL SKILLS — texunueckne HaBbiku (rpynna HeoOxoQMMbIx 

MCHEJDKEpy HaBbIKOB, BKJIOYAIOWAA CIOCOOHOCTb HCMONb30BaTb 3HaHHA B 

TaKHX OOAaCTAX, MPOCKTHPOBaHHE, MpOH3BOACTBO, yYeT HT. 1.) 
TECHNOLOGICAL DIMENSION (ENVIRONMENT) — texHonornueckaa 

cpegza 

THEORY X — teopua X (omHa u3 ABYX B3aHMOCBA3aHHBIX KOHWenuUMH JL. 
Maxrperopa, XapakTepH3y!OulMx BapHaHTbl OTHOWeEHMA YeOBeKa K TPYAY: 
cormacHo TeOpHu X, pyKOBOAUTeMb CKMOHEH K CO34aHHIO OpraHH3al\HOHHOrO 
KIMMaTa = C %KECTKHM KOHTpOJIEM,  UeHTpanv30BaHHOii ByacTbIO, 
ABTOKPaTHYe€CKHM JIMM€pCTBOM H MHHHMA@JIbHbIM y4aCTHeM COTPyAHHKOB B 
Npolecce MPMHATHA PelcHHH; TAaKOH pyKOBOAMTeNb C4YHTaeT, 4TO JOLH HE 
mr06aT paOotath, JIMWeHbI BCAKOrO YecTOMObHA, Mpesnounraror, uToOb! HM 
PYKOBOAWIH, XOTAT 3aLMWCHHOCTH, TlaBHbIii BbIBO - sOneit Hao 
MIpHuyKaTb pabotats) 

THEORY Y — veopua Y (ogHa 43 ABYx B3aMMOCBA3aHHBIx KoHUenUHit JL. 
Maxrperopa (CIUA, 1960 r.), xapaxtepn3yromux BapHaHTbl OTHOWCHHA 

yeslOBeKa K TpyHy, COrmacHo TeopHui Y, pykoBoguTenb cKIOHeH K 
HEMOKPaTHYeCKOMy  CTHJIKO pyKOBOACTBa, Tak Kak cunTaeT, 4TO 
apeKTHBHOMY OpraHH3alHOHHOMY KAHMAaTy CBOlicTBeEHHO Gonee CBOOOLHOC: 
o6ulee pyKOBOACTBO, OonbUad HeELeHTpasn3auua B/IACTH, MeHblUaa ofopa Ha 
NPHHYAKHEHME HM KOHTPONb H Oombulee yYacTHe cOTpyAHHKOB B ripouecce 
IIPHHATHA PeleHHi) 
THEORY Z —- teopua Z (reopua ynpasseuita Yunbama Oyyn, ZonousHHBIUAA 
Teopuio X uv Y Makrperopa; sxmouaet B ce6, 4epTbI, xapakTepHbie ANA 
AMOHCKOO CTH YMPaBNeHMA: OTKA3 OT MOMMTHKM yBomBHeEHHit B bopMe 

"HOKH3HEHHOTO" HaliMa paOoTHHKos, ACWEHTpan3zalHio = ylipaBsIeHHA 
OpraHHisallMen, TPYNNOBOe MpMHATHE peleHHii, akueT Ha MesKHe rpyfiibl 
mIpu opraHH3allHu TpyHa, MOCTOAHHOe oO6yyeHHe y paspa6oTky mporpaMM 
ciyxKeOHOH Kapbepbl; Y. Oyan mprrasica NOKa3aTb, YTO KOplopaTuBHaA 
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KYJbTYpa ABJIACTCA KIIKONEBbIM GakTOpOM, KOTOpbIit MesaeT OpraHH3aLiti0 
addbexTHBHo!) 
TOP MANAGER -. pyxosounresb BbICLIeYO 3BeHa, TON-MeHesKep (OTBENaeT 
3a peleHHa, MPHHHMaeMble B MacuuTaGax OpraHH3ayH MI Ce 3HAYNTebHOTi 
4acTH) . 

TRANSNATIONAL STRATEGY — tpakcHaynonasbHas crpaterna 
TWO-BOSS EMPLOYEE - padotuux, kotoppiii ogHoBpemeHHo 
AOKMALbIBACT ABYM HAaYa@IbHHKaM 

U 

UTILITARIAN APPROACH - ytunutapubiii nozxo.1 

Vv 

VERTICAL TEAM — pseptikaibHad KoMaHAa ((bopManbHaa KOMAH A, 
BKNOYAIOWAA B ceOA MeHeUKepa H eFO OHLNQIbHBIX NODUHHEHHBIX B 
COOTBETCTBHH C KOMAHAHO!! WeTOUKO! OpraHH3aliin) 
VISION - upexBiueriie, 1pOHHUaTeMbHOCTb, AANbHOBHAHOCTb 

Ww 

WHISTLE-BLOWER — pa306naunitenb, cBiigetestb. npasyonro6 (4eOBeK, 
KOTOPbIli OTKPbITO KPHTHKYe€T eATEJIBHOCTb CBOeli OpraHH3auHni) 
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