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Preface
In this seventh edition of Essentials of  Contemporary 
Management, we continue to focus on  providing the 
most up-to-date account of the changes  taking place 
in the world of management and  management 
practices while maintaining our emphasis on mak-
ing our text relevant and  interesting to  students. 
And we know from feedback from instructors 
and students that the text does engage them. Our 
increased focus on the challenges and opportuni-
ties facing businesses large and small and inte-
grated timely examples bring management issues 
to life for students.

The number and complexity of the strategic, 
organizational, and human resource challenges 
facing managers and all employees have contin-
ued to increase throughout the 2000s and into the 
2010s. In most companies, managers at all levels 
continue to play catch-up as they work toward 
meeting these challenges by implementing new 
and improved management techniques and prac-
tices. Today, relatively small differences in perfor-
mance between companies, such as in the speed at 
which they bring new products or services to mar-
ket or in the ways they motivate their employees to 
find ways to reduce costs or improve performance, 
can combine to give a company a significant com-
petitive advantage. Managers and companies that 
utilize proven management techniques and prac-
tices in their decision making and actions increase 
their effectiveness over time. Companies and man-
agers that are slower to implement new manage-
ment techniques and practices find themselves at 
a growing competitive disadvantage that makes 
it even more difficult to catch up. Thus, in many 
industries, there is a widening gap between the 
most successful companies whose performance 
reaches new heights and their weaker competitors, 
because their managers have made better decisions 
about how to use company resources in the most 
efficient and effective ways.

The challenges facing managers continue to 
mount as changes in the global environment, such 
as increasing global outsourcing and rising com-
modity prices, impact organizations large and 
small. Moreover, the revolution in information 

technology (IT) has transformed how managers 
make decisions across all levels of a company’s 
hierarchy and across all its functions and global 
divisions. This seventh edition addresses these 
emerging challenges. For example, we extend our 
treatment of global outsourcing, examine its pros 
and cons, and examine the new management prob-
lems that emerge when millions of functional jobs 
in IT, customer service, and manufacturing are per-
formed in countries overseas. Similarly, increasing 
globalization means that managers must respond 
to major differences in the legal rules and regula-
tions and ethical values and norms that prevail in 
countries around the globe.

Other major challenges we continue to expand 
on in this edition include the impact of the steadily 
increasing diversity of the workforce on compa-
nies and how this increasing diversity makes it 
imperative for managers to understand how and 
why people differ so that they can effectively man-
age and reap the performance benefits of diversity. 
Similarly, across all functions and levels, manag-
ers and employees must continually seek ways to 
“work smarter” and increase performance. Using 
new IT to improve all aspects of an organization’s 
operations to enhance efficiency and customer 
responsiveness is a vital part of this process. So too 
is the continuing need to innovate and improve the 
quality of goods and services, and the ways they 
are produced, to allow an organization to com-
pete effectively. We significantly revised this edi-
tion of Essentials of Contemporary Management to 
address these challenges to managers and their 
organizations.

Major Content Changes
Once again, encouraged by the increasing num-
ber of instructors and students who use each new 
edition of our book, and based on the reactions 
and suggestions of both users and reviewers, we 
revised and updated our book in many ways. How-
ever, the organization and sequence of chapters 
remain the same in this new edition. Instructors 
tell us that they like the way the chapters flow, and 
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	•	 New	“Manager	as	a	Person”	on	“Kevin	Plank’s	
Openness to Experience and Conscientiousness 
Pay Off at Under Armour.”

	•	 New	“Ethics	in	Action”	on	“Telling	the	Truth	at	
Gentle Giant Moving.”

	•	 New	in-text	discussion	of	levels	of	job	
 satisfaction/dissatisfaction in the United 
States in 2012.

	•	 New	2015	“Bloomberg Businessweek Case in the 
News.”

Chapter 3

	•	 Updated	“Management	Snapshot”	on	“	Ethics	
and Social Responsibility at Whole Foods 
Market.”

	•	 New	“Ethics	in	Action”	on	“Safety	in	the	
 Garment Industry.”

	•	 New	“Focus	on	Diversity”	on	“Effectively	
 Managing Diversity at Sodexo and Principal 
Financial Group.”

	•	 Updated	in-text	statistics	on	age	of	U.S.	
workforce.

	•	 Updated	in-text	statistics	on	men	and	women	
in the workforce, gender pay gap, and women 
in top positions and on boards.

	•	 Updated	in-text	statistics	on	median	weekly	
earnings of black and white women and men.

	•	 Updated	in-text	statistics	on	number	of	
 Hispanics in the U.S. population.

	•	 Updated	in-text	statistics	on	poverty	in	the	
United States.

	•	 Updated	in-text	statistics	on	states	prohibiting	
sexual orientation discrimination.

	•	 New	in-text	discussion	of	Merrill	Lynch	racial	
discrimination lawsuit settled in 2013 for 
$160,000,000.

	•	 New	in-text	discussion	of	Merrill	Lynch/Bank	
of America gender discrimination lawsuit 
 settled in 2013.

	•	 New	2015	“The Wall Street Journal Case in the 
News.”

Chapter 4

	•	 New	“Management	Snapshot”	on	the	impor-
tance of effective global websites.

	•	 New	“Managing	Globally”	feature	on	reducing	
water shortages around the world.

the way they build up a picture of management 
part by part, to provide an excellent learning expe-
rience and a comprehensive coverage of manage-
ment. The way we link and integrate topics, such 
as our inclusion of entrepreneurship in Chapter 5, 
“Decision Making, Learning, Creativity, and Entre-
preneurship,” allows students to make connections 
among these important topics. As examples of the 
many changes we made, this new edition expands 
the coverage of ways to encourage high motivation, 
creativity, and innovation in organizations and the 
importance of managers’ and organizations’ taking 
steps to protect the natural environment and pro-
mote sustainability. Our three-chapter sequence 
on strategy, structure, and control systems to 
improve competitive advantage is also updated 
in many ways. And, in this new edition, through-
out the chapters we offer increased coverage of 
new approaches to leadership and the design of 
reward systems, new uses of advanced IT at all lev-
els in the organization and across all functions to 
improve job design and employee motivation, and 
expanded coverage of the pros and cons associated 
with global outsourcing.

CHAPTER-BY-CHAPTER CHANGES We made the  
following specific changes to this edition.

Chapter 1

	•	 New	“Management	Snapshot”	on	Scott	Parish	
of Alcon Entertainment.

	•	 New	“Manager	as	a	Person”	feature	on	Dennis	
Corsi, president of Armstrong Consultants, an 
airport engineering firm.

	•	 New	“Managing	Globally”	feature	about	GE	
bringing manufacturing jobs back to the United 
States.

	•	 New	“Ethics	in	Action”	feature	on	Apple	
demanding quality from its global suppliers.

	•	 New	2015	“The Wall Street Journal Case in 
the News.”

Chapter 2

	•	 New	“Management	Snapshot”	on	how	“Deter-
mination and Broad Interests Lead Jess Lee to 
the Top at Polyvore.”

	•	 New	in-text	discussion	of	how	some	successful	
entrepreneurs are high on openness to experi-
ence and conscientiousness.
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	•	 New	“Management	Insight”	feature	on	how	an	
NFL team restored its “team-first” culture.

	•	 New	2015	“Business Insider Case in the News.”

Chapter 8

	•	 New	“Management	Snapshot”	on	Vynamic,	a	
Philadelphia-based health care consulting firm, 
and its “Zmail” policy.

	•	 New	“Management	Insight”	feature	on	
the  military’s use of the control process in 
Afghanistan.

	•	 New	“Management	Insight”	feature	on	the	need	
for companies to hire employees with strong 
data analysis skills in this era of “big data.”

	•	 New	“Management	Insight”	feature	on	how	
Netflix lacks bureaucratic control—on purpose.

	•	 New	“Management	Insight”	feature	on	
“ Philanthrofits”—mobile fitness apps that 
donate money to charity based on the behavior 
of their users.

	•	 New	2015	“The Wall Street Journal Case in 
the News.”

Chapter 9

	•	 New	“Management	Snapshot”	on	“High	
 Motivation at the SAS Institute.”

	•	 New	“Management	Insight”	on	“Motivating	and	
Retaining Employees at The Container Store.”

	•	 New	“Management	Insight”	on	“Employees	Are	
Motivated at Enterprise Rent-A-Car.”

	•	 New	section	on	“Equity	and	Justice	in	
Organizations.”

	•	 Four	new	key	terms:	distributive	justice,	
 procedural justice, interpersonal justice, and 
informational justice.

	•	 New	2015	“The Wall Street Journal Case in the 
News.”

Chapter 10

	•	 New	“Management	Snapshot”	on	“Jim	
 Whitehurst Leads Red Hat.”

	•	 New	“Management	Insight”	on	“Consideration	
at Costco.”

	•	 Updated	in-text	statistics	on	percentages	of	
women in top leadership positions in the 
United States.

	•	 New	“Managing	Globally”	feature	on	translat-
ing athletic success into business leadership.

	•	 New	“Management	Insight”	feature	on	the	
 cultural challenges faced by expatriates in 
global business.

	•	 New	2015	“The Wall Street Journal Case in the 
News.”

Chapter 5

	•	 New	“Management	Snapshot”	on	“Decision	
Making	and	Learning	Are	the	Keys	to	Entre-
preneurial Success.”

	•	 New	“Focus	on	Diversity”	on	“Programmed	
Decision Making at UPS.”

	•	 New	“Management	Insight”	on	“Decision	
 Making and Learning from Feedback at 
GarageTek.”

	•	 New	2015	“The Wall Street Journal Case in the 
News.”

Chapter 6

	•	 New	“Management	Snapshot”	on	the	
 turnaround plan for Toys “R” Us.

	•	 New	“Manager	as	a	Person”	feature	on	General	
Motors CEO Mary Barra.

	•	 New	“Management	Insight”	feature	on	Crocs	
and the shoe retailer’s revised business strategy.

	•	 New	“Management	Insight”	feature	on	
 PepsiCo’s determination to keep the 
company intact.

	•	 New	2015	“Bloomberg Business Case in the News.”

Chapter 7

	•	 New	chapter	learning	objective	added	to	reflect	
how IT helps managers build strategic alliances 
and network structures as a way of increasing 
efficiency and effectiveness.

	•	 New	“Management	Snapshot”	on	how	Disney	
lets its studios set unique organizational struc-
tures that influence employee creativity.

	•	 New	“Management	Insight”	feature	on	how	
one of Wendy’s top franchisees focuses on job 
enlargement for its employees.

	•	 New	“Managing	Globally”	feature	on	a	com-
pany reorganization at an international engi-
neering firm that focuses on the needs of local 
clients.
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Chapter 14

	•	 New	“Management	Snapshot”	on	how	airlines	
try many methods to expedite the boarding 
process.

	•	 New	“Management	Insight”	feature	on	Panera’s	
new use of technology to speed up service for 
customers.

	•	 New	“Management	Insight”	feature	on	how	
the TJX Companies, a leading discount retailer, 
makes customer satisfaction its top priority.

	•	 New	“Management	Insight”	feature	on	Steel-
case, a leading office furniture manufacturer, 
and how the company took its own advice 
when it came to office layout.

	•	 New	2015	“The Wall Street Journal Case in 
the News.”

UPDATED RESEARCH CONCEPTS Just as we 
included pertinent new research concepts in each 
chapter, so we were careful to eliminate outdated 
or marginal management concepts. As usual, our 
goal is to streamline our presentation and keep the 
focus on recent changes that have the most impact 
on managers and organizations. In today’s world of 
video downloading, streaming media, and text mes-
saging and tweeting, less is often more—especially 
when students are often burdened by time pressures 
stemming from the need to work long hours at pay-
ing jobs. New chapter opening “Management Snap-
shot” cases, the many boxed illustrations inside each 
chapter, and new “Case in the News” closing cases 
reinforce updated content critically but succinctly.

We feel confident that the changes to the  seventh 
edition of Essentials of Contemporary Management 
will stimulate and challenge students to think 
about their future in the world of organizations.

Emphasis on Applied 
Management
We went to great lengths to bring the manager back 
into the subject matter of management. That is, we 
wrote our chapters from the perspective of cur-
rent or future managers to illustrate, in a hands-on 
way, the problems and opportunities they face and 
how they can effectively meet them. For example, 
in Chapter 3, we provide an integrated treatment 
of ethics and diversity that clearly explains their 

	•	 New	“Focus	on	Diversity”	on	“Admitting	a	
 Mistake Helps Small Business Leader.”

	•	 New	2015	“The Wall Street Journal Case in 
the News.”

Chapter 11

	•	 New	“Management	Snapshot”	on	“Using	Teams	
to Innovate at W. L. Gore.”

	•	 New	“Ethics	in	Action”	on	“Leadership	in	
Teams at ICU Medical.”

	•	 New	“Management	Insight”	on	“Teams	Benefit	
from Deviance and Conformity at IDEO.”

	•	 New	2015	“The Wall Street Journal Case in 
the News.”

Chapter 12

	•	 New	“Management	Snapshot”	on	“Effectively	
Managing Human Resources at the Four 
Seasons.”

	•	 New	“Management	Insight”	on	“Recruitment	
and Selection and Training at Zappos.”

	•	 New	in-text	discussion	of	online	degree	
programs.

	•	 New	in-text	examples	of	companies	with	formal	
and mandatory mentoring programs.

	•	 New	in-text	discussion	of	companies	that	pro-
vide incentives for employees to improve their 
health.

	•	 New	“Managing	Globally”	on	“Managing	
Human Resources at Semco.”

	•	 Updated	in-text	statistics	on	union	membership	
in the United States.

	•	 New	2015	“The Wall Street Journal Case in the 
News.”

Chapter 13

	•	 New	“Management	Snapshot”	on	how	wearable	
technology tracks employee performance.

	•	 New	“Management	Insight”	feature	on	how	
companies are using “big data” to find the right 
talent.

	•	 New	“Managing	Globally”	feature	on	GE	
Healthcare’s effective global communications.

	•	 New	“Ethics	in	Action”	feature	on	monitoring	
employees’ email and Internet use.

	•	 New	2015	“Fast Company Case in the News.”
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information systems and operations management. 
As our reviewers noted, while most books’ treat-
ment of these issues is dry and quantitative, ours 
comes alive with its focus on how managers can 
manage the people and processes necessary to give 
an organization a competitive advantage.

Flexible Organization
We designed the grouping of chapters to allow 
instructors to teach the chapter material in the 
order that best suits their needs. Instructors are not 
tied to the planning, organizing, leading, and con-
trolling framework, even though our presentation 
remains consistent with this approach.

significance to practicing managers. In Chapter 6, 
we provide an integrated treatment of planning, 
strategy, and competitive advantage, highlighting 
the crucial choices managers face as they go about 
performing the planning role. Throughout the text, 
we emphasize important issues managers face and 
how management theory, research, and practice 
can help them and their organizations be effective.

The last two chapters cover the topics of man-
aging information systems, technology, and opera-
tions management, topics that tend to be difficult 
to teach to new management students in an inter-
esting and novel way. Our chapters provide a 
student-friendly, behavioral approach to under-
standing the management processes entailed in 
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RICH AND RELEVANT 
EXAMPLES
An important feature of our book is 
the way we use real-world examples 
and stories about managers and 
companies to drive home the applied 
lessons to students. Our reviewers 
were unanimous in their praise of 
the sheer range and depth of the 
rich, interesting examples we use to 
illustrate the chapter material and 
make it come alive. Moreover, unlike 
boxed material in other books, our 
boxes are seamlessly integrated 
into the text; they are an integral 
part of the learning experience, and 
not tacked on to or isolated from 
the text itself. This is central to our 
pedagogical approach.

A Management Snapshot opens 
each chapter, posing a chapter-
related challenge and then 
discussing how managers in one 
or more organizations responded 
to that challenge. These vignettes 
help demonstrate the uncertainty 
and excitement surrounding the 
management process.

Guided Tour
Confirming Pages

193
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Toys “R” Us President Hank Mullany 
(left) and CEO Antonio Urcelay (right) 
have implemented a business strategy 
designed to help the company play 
to its strengths and address its 
weaknesses. © Bloomberg via Getty 
Images

How Can Identifying Corporate 
Strengths and Weaknesses Lead to 
Better Planning and Strategy?

Toys “R” Us, Inc., with its mascot Geoffrey the 
Giraffe, is a well-known brand. The toy retailer 

was founded in 1948 as Children’s Supermart and 
later rebranded as Toys “R” Us after adding toys to its 
baby furniture business. By 2014, the company had 
grown to 872 stores in the United States and more 
than 700 stores outside the United States.

Despite its growth, 2013 was not a good year for 
Toys “R” Us. Net sales were down, and the compa-
ny’s net loss was $1 billion. Chairman and CEO Anto-
nio Urcelay and President Hank Mullany announced 
a “TRU Transformation” plan for the company.

“Our ‘TRU Transformation’ strategy is grounded 
in consumer research and customer insights and is 
anchored by three guiding principles—Easy, Expert, 
Fair,” Mullany said. “Among our highest priorities will 
be to deepen our focus on the customer, build mean-
ingful relationships through loyalty and targeted 
marketing programs, and improve the shopping 
experience both in store and online.”1

Urcelay and Mullany recognize that external fac-
tors affect sales at Toys “R” Us. The factors they 

identified are opportunities and threats, over which 
the company has no control. They include falling 
birthrates, changes in the play patterns of children, 
and the growth of online shopping. While it might be 
easy for Urcelay and Mullany to blame falling sales on 
these factors, the two company leaders also looked 
at internal factors that hurt the business—factors the 
company does control. “We are encouraged that all 
of these . . . issues are firmly within our own control 
to fix,” Urcelay said. “And our strategy will address 
these to improve the business over the short term 
and put the company on track for the future.”

Urcelay and Mullany described four categories of 
weaknesses at Toys “R” Us and discussed how they 
could be turned into strengths. First, the retailer said 
it has provided a weak customer experience both 
in stores and online. Customers complain that the 
checkout process in stores is slow and that stores are 
cluttered and disorganized. The apps for the online 
store are out of date and frustrating to customers. 
When customers do buy a product online, they often 
encounter shipping problems. Toys “R” Us would like 
to turn this weakness into a strength by making its 
stores easy, uncluttered places at which to shop, with 
sales associates who have been trained and who will 
be perceived as experts on the company’s products.

Second, there is a perception that prices at Toys 
“R” Us are higher than at other retailers. Toys “R” Us 

Toy Retailer Implements Turnaround Plan

MANAGEMENT SNAPSHOT
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Our box features are not 
traditional boxes; that is, they 
are not disembodied from the 
chapter narrative. These thematic 
applications are fully integrated into 
the reading. Students will no longer 
be forced to decide whether to read 
boxed material. These features 
are interesting and engaging for 
students while bringing the chapter 
contents to life.

In-depth examples appear in 
boxes throughout each chapter. 
Management Insight boxes 
illustrate the topics of the chapter, 
while the Ethics in Action, 
Managing Globally, and Focus 
on Diversity boxes examine the 
chapter topics from each of these 
perspectives.

Further emphasizing the unique 
content covered in Chapter 2, 
“Values, Attitudes, Emotions, 
and Culture: The Manager as 
a Person,” the Manager as a 
Person boxes focus on how real 
managers brought about change 
within their organizations. These 
examples allow us to reflect on 
how individual managers dealt 
with real-life, on-the-job challenges 
related to various chapter concepts.

New! Expanded Use of Small 
Business Examples To ensure 
that students see the clear connections 
between the concepts taught in their 
Principles of Management course and 
the application in their future jobs in a 
medium or small business, Jones and 
George have expanded the number 
of examples of the opportunities and 
challenges facing founders, managers, 
and employees in small businesses.
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How does 3M do it? First, the company is a science-based 
enterprise with a strong tradition of innovation and risk tak-
ing. Risk taking is encouraged and failure is not punished but 
is seen as a natural part of the process of creating new products 
and business. Second, 3M’s management is relentlessly focused 
on the company’s customers and the problems they face. 
Many of 3M’s products have come from helping customers to 
solve difficult problems. Third, managers set stretch goals that 
require the company to create new products and businesses at 
a rapid rate. Fourth, employees are given considerable auton-
omy to pursue their own ideas; indeed, 15% of employees’ time 
can be spent working on projects of their own choosing with-
out management approval. Many products have resulted from 
this autonomy, including the ubiquitous Post-it Notes. Fifth, 
while products belong to business units and business units 
are responsible for generating profits, the technologies belong 
to every unit within the company. Anyone at 3M is free to try 
to develop new applications for a technology developed by its 
business units. Finally, 3M organizes many companywide meet-
ings where researchers from its different divisions are brought 
together to share the results of their work.43 Whether a com-
pany such as PepsiCo should keep its businesses together or 
split is discussed in the accompanying “Management Insight” 
feature.

How did we ever survive without Post-it Notes? 
3M’s intense focus on solving customer problems 
results in new products that sell well, including 
countless variations of the original sticky note.  
© Bill Varie/Corbis

MANAGEMENT INSIGHT
Would You Like Some Fritos with That Diet Pepsi?
The story of PepsiCo is a bit fizzy. The company’s history tells a tale of related and 
unrelated diversification. Best known for the soda from which it gets its name, it was 
founded as the Pepsi-Cola Company in 1902. It merged with Frito-Lay, Inc., in 1965 
to become PepsiCo. Along the way, it has diversified into many products related 
and unrelated to its beverage and packaged snack-food businesses. For example, in 
unrelated diversification, the company once owned several restaurant chains such 
as Pizza Hut, Taco Bell, and KFC. The company divested itself of its fast-food divi-
sion in 1997. Two examples of related diversification include the 1998 purchase of 
 Tropicana and the 2001 purchase of Quaker Oats. The purchase of Tropicana diversi-
fied PepsiCo’s beverage portfolio to include juices. The purchase of the Quaker Oats 
Company was mainly to obtain the sports drink Gatorade, which Quaker owned. 
This purchase further diversified PepsiCo’s beverage portfolio to include sports 
drinks. Also, the acquisition of Quaker’s breakfast cereal, pasta, and rice business 
was not completely unrelated to the Frito-Lay snack-food division.44

Not everyone believes the products in PepsiCo’s current portfolio are closely 
related, however. Activist investor Nelson Peltz would like to see PepsiCo split its 
beverage and food units apart. He argues that the two units would be stronger 
apart than they are together. “A stand-alone snacks business would offer investors 
strong growth in sales, margins and free cash flow generation,” he said. “And a 
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ETHICS IN ACTION
Leadership in Teams at ICU Medical
Dr. George Lopez, an internal medicine physician, founded ICU Medical in San 
 Clemente, California, in 1984, after a patient of his accidentally died when an intra-
venous (IV) line became inadvertently disconnected.44 Lopez thought there must be 
a better way to design components of IV lines so that these kinds of tragic accidents 
don’t happen. He developed a product called the Click Lock, which has both a lock-
ing mechanism for IV systems and also a protected needle so that health care work-
ers are protected from accidental needle pricks.45 Today, ICU Medical has more than 
2,260 employees and revenues more than $313 million.46 Lopez is a member of the 
board of directors, and ICU Medical made Forbes magazine’s list of “The 200 Best 
Small Companies.”47 ICU Medical continues to focus on the development and manu-
facture of products that improve the functioning of IV lines and systems while pro-
tecting health care workers from accidental needle pricks.48 For example, the CLAVE 
NeedleFree Connector for IV lines is one of ICU Medical’s top-selling products.49

In the early 1990s, Lopez experienced something not uncommon to successful 
entrepreneurs as their businesses grow. As the entrepreneur–CEO, he continued to 
make the majority of important decisions himself; yet he had close to 100 employ-
ees, demand for the CLAVE was very high, and he was starting to feel overloaded 
to the point where he would often sleep at nights in the office.50 After watching 
one of his son’s hockey games, he realized that a well-functioning team could work 
wonders; in the case of the hockey game, although the opposing team had an out-
standing player, his son’s team really pulled together as a team and was able to win 
the game despite the rival team’s outstanding member. Lopez decided to empower 
employees to form teams to work on a pressing goal for ICU Medical: increasing 
production.51 While employees did form teams and spent a lot of time in team inter-
actions, the teams did not seem to come up with any real tangible results, perhaps 
because there were no team leaders in place and the teams had no guidelines to help 
them accomplish their goals.52

In an effort to improve team effectiveness, Lopez told employees that teams 
should elect team leaders. And together with Jim Reitz, ICU Medical’s director of 
human resources at the time, Lopez came up with rules or guidelines teams should 
follow, such as “challenge the issue, not the person” and “stand up for your posi-
tion, but never argue against the facts.”53 ICU Medical also started to reward team 
members for their team’s contributions to organizational effectiveness. With these 
changes, Reitz and Lopez were striving to ensure that teams had leaders, had some 
guidelines for team member behavior, and were rewarded for their contributions to 
organizational effectiveness but, at the same time, were not bogged down by unnec-
essary constraints and structures and were truly self-managing.54

With these changes in place, teams at ICU Medical began to live up to their prom-
ise. Today, any ICU Medical employee can create a team to address a problem, seize 
an opportunity, or work on a project ranging from developing a new product to 
making improvements in the physical work environment.55 The teams have leaders 
and are self-managing.

Recognizing that self-managed teams still need rules, guidelines, leadership, and 
structure, a team of employees developed a 25-page guidebook for effective team 
functioning. And to ensure that teams learn from each other as well as get feedback, 
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products that appeal to U.S. customers do not sell in Europe, the Pacific Rim, or 
South America, managers must customize the products to meet the needs of cus-
tomers in those different world regions; a global geographic structure with global 
divisions may allow them to do this. The accompanying “Managing Globally” fea-
ture describes how one company reorganized itself in an effort to offer more ser-
vices to customers in each region it serves.

MANAGING GLOBALLY
Reorganization Focuses on Local Clients
The Michael Baker Corporation has worked on some high-profile engineering proj-
ects around the world. The company had a role in building the 789-mile Trans-Alaska 
Pipeline in North America, the 135-mile KHMR-American Friendship Highway in 
Cambodia, the New River Gorge Bridge in West Virginia, the Midfield Terminal 
Complex at the Pittsburgh International Airport, and a 2,600-mile fiber optic tele-
communications network in Mexico. More recently, the company was selected to 
rehabilitate the Pulaski Skyway, the bridge that connects Newark and Jersey City in 
New Jersey.34

As the need for engineering, construction management, and other services 
expands nationally and internationally, the company launched a national and global 
expansion program. In 2013, the company merged with Integrated Mission Solu-
tions to create Michael Baker International.

The company’s vision statement includes the words, “Be the go-to company for 
clients and employees.” Its services include architectural, environmental, construc-
tion, planning, and program management. The company has worked with U.S. and 
foreign allied governments and with commercial customers.

Michael Baker International has more than 
5,000 employees in more than 90 national 
and international offices. In 2014, the com-
pany reorganized into an operations-centric 
structure in seven regions. In announcing the 
reorganization, the firm suggested that its new 
structure would allow it to offer more services 
to customers in each region. The reorganiza-
tion also would allow more local leadership of 
projects.35

“This reorganization is a result of extensive 
review, market analysis, client demand, and 
discussion with personnel at all levels of the 
company identifying and highlighting opportu-
nities for building a balanced business in each 
of our regions,” stated Kurt Bergman, chief 
executive officer. “The new organization pro-
motes empowered business leaders at the office 
and regional levels, supported by national mar-
ket and practice leads, to build and manage 

well-balanced portfolios reflective of the complete continuum of services provided 
by the Michael Baker International enterprise.”36

The renovation of the Pulaski Skyway in New Jersey is one of 
Michael Baker International’s projects. The engineering and 
consulting firm recently reorganized its operations into seven global 
regions to offer more services and more local project leadership.  
© Mel Evans/AP Images
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FOCUS ON DIVERSITY
Programmed Decision Making at UPS
UPS is unrivaled in its use of programmed decision making. Practically all the 
motions, behaviors, and actions that its drivers perform each day have been care-
fully honed to maximize efficiency and minimize strain and injuries while delivering 
high-quality customer service. For example, a 12-step process prescribes how drivers 
should park their trucks, locate the package they are about to deliver, and step off 
the truck in 15.5 seconds (a process called “selection” at UPS).23 Rules and routines 
such as these are carefully detailed in UPS’s “340 Methods” manual (UPS actually 
has far more than 340 methods). Programmed decision making dictates where driv-
ers should stop to get gas, how they should hold their keys in their hands, and how 
to lift and lower packages.24

When programmed decision making is so heavily relied on, ensuring that new 
employees learn tried-and-true routines is essential. UPS has traditionally taught 
new employees with a two-week period of lectures followed by practice.25 In the 
2000s, however, managers began to wonder if they needed to alter their training 
methods to suit their new Generation Y trainees (Generation Y typically refers to 
people born after 1980), who were not so keen on memorization and drills.26 Gen-
eration Y trainees seemed to require more training time to become effective drivers 
(90–180 days compared to a typical average of 30–45 days), and quit rates for new 
drivers had increased.27

Given the fundamental importance of performance programs for UPS opera-
tions, managers decided to try to alter the training new hires receive so it would be 
better received by Generation Y trainees. In the late 2000s, UPS opened an inno-
vative Landover, Maryland, training center called UPS Integrad, which has over 
11,000 square feet and cost over $30 million to build and equip. Integrad was devel-
oped over a three-year period through a collaborative effort of over 170 people, 
including UPS top managers (many of whom started their careers with UPS as 
drivers), teams from Virginia Tech and MIT, animators from the Indian company 
Brainvisa, and forecasters from the Institute for the Future with the support of a 
grant from the Department of Labor for $1.8 million.28 Results thus far suggest that 
Integrad training results in greater driver proficiency and fewer first-year accidents 
and injuries.29
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Managers can develop rules and guidelines to regulate all routine organizational 
activities. For example, rules can specify how a worker should perform a certain 
task, and rules can specify the quality standards that raw materials must meet to be 
acceptable. Most decision making that relates to the day-to-day running of an orga-
nization is programmed decision making. Examples include deciding how much 
inventory to hold, when to pay bills, when to bill customers, and when to order 
materials and supplies. Programmed decision making occurs when managers have 
the information they need to create rules that will guide decision making. There is 
little ambiguity involved in assessing when the stockroom is empty or counting the 
number of new students in class.

As profiled in the accompanying “Focus on Diversity” feature, effectively training 
new employees is essential to reap the benefits of programmed decision making.
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MANAGER AS A PERSON
GM’s Barra Confronts Challenges
When Mary Barra took over as chief executive officer of General Motors in 2014, it 
was a challenging time for the automaker. The company had declared bankruptcy 
in 2009 and was still on the mend. Its net profit for 2013 was low due to several 
one-time costs, including company restructuring in Europe. But even more impor-
tant was that within weeks of taking the CEO job, Barra began the recall of more 
than 2.5 million General Motors cars made between 2003 and 2007. The initial cars 
recalled were the Cobalt, the HHR, the G5, the Solstice, the Ion, and the Sky.

The cars had faulty ignition switches that would turn off the car while it was 
being driven, causing accidents and preventing the air bags from deploying. The 
company said the faulty switches caused at least 31 accidents and at least 12 deaths. 
More accidents and deaths could come to light as the investigation of the problem 
continues.

As part of the investigation, it was revealed that problems with the ignition 
switch emerged as early as 2001 during pre-production tests on the Ion. GM docu-
ments indicate that the problem was fixed at the time. However, in 2003, a  General 
Motors service technician observed the problem in an Ion. At the time, the techni-
cian suggested that having several other keys on the key ring had worn out the 
ignition switch. In 2004, in a test of the Cobalt that used the same ignition switch, 
an engineer bumped the key and the car turned off. Despite these indicators, the 
switch was used for several more years and installed in several more car models.

This is the General Motors that Barra inherited: recovering from bankruptcy, 
experiencing less net profit, and dealing with a significant scandal around why it 
took more than a decade to recall cars that were causing accidents and deaths. One 
might expect that Barra would seek to avoid responsibility for the recall, given that 
the problems occurred before she became CEO. However, she has taken ownership 
of the recall and the company’s failings.18

“We are putting the customer first, and that is guiding every decision we make. 
That is how we want today’s GM to be judged. How we handle the recall will be an 

important test of that commitment,” she said. 
“But it cannot stop there. We need to continue 
on the path of putting the customer first in 
everything we do. It’s not something that only 
gets decided by senior leadership. We all have 
to own it . . . and we’re using this opportunity 
to change much more about our business.”19

Barra has publicly stated that problems 
within General Motors allowed the ignition 
switch to reach the market and vowed to make 
the development process much faster in the 
future. She also released a series of videos to 
answer consumer questions about the recall 
and whether the cars are safe to drive. She cre-
ated the position of vice president for global 
vehicle safety and gave the position a more 
direct link to company leadership than past 

Despite encountering enormous challenges at GM, CEO Mary Barra 
has decided not to change the company’s basic strategy.
© Mark Lennihan/AP Images
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xii

EXPERIENTIAL LEARNING 
FEATURES
We have given considerable time and 
effort to developing state-of-the-art 
experiential end-of-chapter learning 
exercises that drive home the meaning 
of management to students. These 
exercises are grouped together at 
the end of each chapter in a section 
called “Management in Action.” The 
following activities are included at the 
end of every chapter:

Topics for Discussion and Action  
are a set of chapter-related questions and 
points for reflection. Some ask students 
to research actual management issues and 
learn firsthand from practicing managers.

Building Management Skills is a 
self-developed exercise that asks students 
to apply what they have learned from 
their own experience in organizations and 
from managers or from the experiences of 
others.

Managing Ethically is an exercise 
that presents students with an ethical 
scenario or dilemma and asks them to 
think about the issue from an ethical 
perspective to better understand the issues 
facing practicing managers.

Small Group Breakout Exercise  
is designed to allow instructors in large 
classes to utilize interactive experiential 
exercises.

Be the Manager presents a realistic 
scenario where a manager or organization 
faces some kind of challenge, problem, 
or opportunity. These exercises provide 
students with a hands-on way of solving 
“real” problems by applying what they’ve 
just learned in the chapter.
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plans that specify how a strategy is to be implemented; establish a timetable for imple-
mentation that includes precise, measurable goals linked to the attainment of the 
action plan; allocate appropriate resources to the responsible individuals or groups; 
and hold individuals or groups accountable for the attainment of goals. [LO 6-4]

regularly uses. What are the 
purposes of these exercises, 
and what are their advantages 
or disadvantages? [LO 6-1]

 6. Ask a manager to identify the 
corporate- and business-level 
strategies used by his or her 
organization. [LO 6-2, 6-3]

Discussion

 1. Describe the three steps of 
planning. Explain how they are 
related. [LO 6-1]

 2. What is the relationship among 
corporate-, business-, and 
functional-level strategies, and 
how do they create value for 
an organization? [LO 6-2, 6-3]

 3. Pick an industry and identify 
four companies in the  

industry that pursue one of 
the four main business-level 
strategies (low-cost, focused 
low-cost, etc.). [LO 6-1, 6-2]

 4. What is the difference 
between vertical integration 
and related diversification?  
[LO 6-3]

Action

 5. Ask a manager about the kinds 
of planning exercises he or she 

Management in Action
TOPICS FOR DISCUSSION AND ACTION

 1. What is (are) the main 
industry(ies) in which the 
company competes?

 2. What business-level strategy 
does the company seem to  

be pursuing in this industry? 
Why?

 3. What corporate-level strategies 
is the company pursuing? 
Why?

 4. Have there been any major 
changes in its strategy 
recently? Why?

BUILDING MANAGEMENT SKILLS
How to Analyze a Company’s Strategy  [LO 6-2, 6-3]

Pick a well-known business organization that has received recent media coverage and that provides its annual reports 
on its website. From the information in the media and annual reports, answer the following questions:

MANAGING ETHICALLY  [LO 6-1, 6-4]

A few years ago, IBM announced 
that it had fired the three top 

managers of its Argentine division 

because of their involvement in a 
scheme to secure a $250 million 
contract for IBM to provide and 

service the computers of one of 
Argentina’s largest state-owned 
banks. The three executives paid 
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$14 million of the contract money 
to a third company, CCR, which 
paid nearly $6 million to phantom 
companies. This $6 million was 
then used to bribe the bank execu-
tives who agreed to give IBM the 
contract.

These bribes are not necessarily 
illegal under Argentine law. More-
over, the three managers argued  

that all companies have to pay 
bribes to get new business con-
tracts and they were not doing 
anything that managers in other 
companies were not.

Questions

 1. Either by yourself or in a 
group, decide if the business 

practice of paying bribes is 
ethical or unethical.

 2. Should IBM allow its foreign 
divisions to pay bribes if all 
other companies are doing so?

 3. If bribery is common in a 
particular country, what effect 
would this likely have on the 
nation’s economy and culture?

You are a team of managers 
of a major national clothing 

chain, and you have been charged 
with finding a way to restore your 
organization’s competitive advan-
tage. Recently, your organization 
has been experiencing increasing 
competition from two sources. First, 
discount stores such as Walmart 
and Target have been undercut-
ting your prices because they buy 
their clothes from low-cost foreign 
manufacturers while you buy most 
of yours from high-quality domestic 

suppliers. Discount stores have 
been attracting your customers 
who buy at the low end of the price 
range. Second, small boutiques 
opening in malls provide high-price 
designer clothing and are attract-
ing your customers at the high end 
of the market. Your company has 
become stuck in the middle, and 
you have to decide what to do: 
Should you start to buy abroad so 
that you can lower your prices and 
begin to pursue a low-cost strategy? 
Should you focus on the high end 

of the market and become more of 
a differentiator? Or should you try 
to pursue both a low-cost strategy 
and a differentiation strategy?
 1. Using SWOT analysis, analyze 

the pros and cons of each 
alternative.

 2. Think about the various 
clothing retailers in your local 
malls and city, and analyze the 
choices they have made about 
how to compete with one 
another along the low-cost and 
differentiation dimensions.

SMALL GROUP BREAKOUT EXERCISE  [LO 6-1, 6-2]

Low Cost or Differentiation?
Form groups of three or four people, and appoint one member as the spokesperson who will communicate your 
findings to the class when called on by the instructor. Then discuss the following scenario.

BE THE MANAGER  [LO 6-1, 6-2]

A group of investors in your 
city is considering opening a 

new upscale supermarket to com-
pete with the major supermarket 
chains that are currently dominating 
the city’s marketplace. They have 
called you in to help them deter-
mine what kind of upscale super-
market they should open. In other 

words, how can they best develop 
a competitive advantage against 
existing supermarket chains?

Questions

 1. List the supermarket chains 
in your city, and identify their 
strengths and weaknesses.

 2. What business-level strategies 
are these supermarkets 
currently pursuing?

 3. What kind of supermarket 
would do best against the 
competition? What kind of 
business-level strategy should 
it pursue?

Final PDF to printer



jon45474_fm_i-xxix.indd xiii 10/20/15  12:26 PM

xiii

Case in the News Each chapter has 
one Case in the News that is an actual or 
shortened version of a current article. The 
concluding questions encourage students 
to think about how real managers deal 
with problems in the business world.
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BLOOMBERG BUSINESS CASE IN THE NEWS  [LO 6-1, 6-2, 6-3, 6-4]

Microsoft CEO Satya Nadella Looks to Future Beyond Windows

“Our industry does not 
respect tradition. It only 

respects innovation,” Satya Nadella 
said in February 2014 when he was 
appointed chief executive officer 
of Microsoft. After 39 years, the 
company Bill Gates co-founded 
had come to be perceived as an 
out-of-touch behemoth that relied 
too much on its Windows operating 
system and failed to move into new 
markets, like mobile. Key products 
such as Microsoft Office—the suite 
of applications that includes Word 
and Excel—had been designed 
around Windows, with only parts 
converted to work on Apple’s iOS 
and Google’s Android systems. 
Nadella’s accession would be a 
chance to reorient the company, 
getting it to introduce products that 
looked outside Windows and to 
develop new business models.

Nadella has aggressively pur-
sued this course. Since December, 
Microsoft has bought two small 
companies that focus on mobile pro-
ductivity apps for iOS and Android 
phones and tablets. To appeal to 
younger users, the company last 
September purchased Mojang, 
maker of the popular Minecraft 
video game, for $2.5 billion, and it’s 
adding features to Windows such 
as 3D holograms that users view 
through a headset and control with 
hand gestures. The newest version 
of Microsoft’s Power BI (business 
intelligence) product—a dashboard 
for data analysis—was released in 
January, first for iOS systems. “Micro-
soft hasn’t really shown any sort of 
vision like this in a long, long time,” 
Michael Silver, an analyst at Gart-
ner and longtime Microsoft watcher, 
said in January when it unveiled the 
holograms. “All it took was replacing 
the senior management.”

In Nadella’s first year, Microsoft 
stock rose 14 percent, and sales 
increased 12 percent. The new 
CEO, unlike his predecessor Steve 
Ballmer, is popular with investors, 
venture capitalists, and startups. 
Even employees like Nadella, sur-
prising for a chief executive who 
signed off on the largest layoffs in 
Microsoft’s history—18,000 job cuts 
were announced last July. Staff say 
they appreciate Nadella’s strategy 
shifts and attempts to make the com-
pany leaner and less bureaucratic.

The big issue Nadella faces is 
how to generate more revenue 
with new software and features, 
such as cloud subscriptions and 
free apps replacing pricey Windows 
and Office licenses. Revenue is pro-
jected to increase 8.6 percent, to 
$94.3 billion, this fiscal year, slow-
ing from last year’s double-digit 
growth, according to data com-
piled by Bloomberg. “He’s hit all the 
low-hanging fruit—that said, these 
things were not easy to do,” says 
Brad Silverberg, a venture capitalist 
and former Microsoft executive.

“Where there are execution 
issues, we will address them,” 
Nadella said on a conference call 
in January. “Where there are mac-
roeconomic issues, we will weather 
them.” Microsoft declined to make 
Nadella available for an interview.

Windows, which once domi-
nated computing and ran on more 
than 90 percent of computing 
devices, now runs on 11 percent of 
computers and gadgets, accord-
ing to a report from Sanford C. 
 Bernstein. Nadella and Windows 
chief Terry Myerson are looking at 
ways to update the software.

Nadella uses the Power BI dash-
board to track and compile huge 
amounts of information on product 

usage and financial performance to 
see what works and what doesn’t, 
says James Phillips, general man-
ager of the product. Nadella also 
measures and coordinates executive 
performance with metrics from the 
dashboard. “Satya has been leading 
the charge for everyone in the com-
pany to be more data-oriented,” says 
Chief Strategy Officer Mark Penn.

Microsoft’s quarterly earnings 
report in January highlights the 
hurdles Nadella faces. While cloud 
software sales to businesses more 
than doubled in the quarter that 
ended Dec. 31, sales of traditional 
Office and Windows software to 
companies fell short of analysts’ 
estimates. Windows sales to per-
sonal computer makers who put the 
program on their machines dropped 
13 percent. In total, profit declined 
11 percent from the previous year, 
to $5.86 billion, while sales rose 8 
percent, to $26.5 billion.

Revenue is being hurt by fluctu-
ating currencies, while the Chinese 
government is investigating Micro-
soft over alleged anticompetitive 
practices and seeking to end pur-
chases of its software. The govern-
ment of Russian President Vladimir 
Putin says it wants to reduce reli-
ance on Microsoft.

Internally, Nadella and his execu-
tives make the point whenever they 
can that the day could come when 
new and younger generations of 
computer and software users might 
not use its products. At one board 
meeting last year, Windows chief 
Myerson showed a slide with pic-
tures of students using Apple Macs 
and iPads, according to Microsoft 
spokesman Peter Wootton.

In 2014, Nadella told employees 
at a town hall that they should skip 
meetings if they don’t really need 

TEACHING RESOURCES
Great care was used in the creation of the 
supplementary material to accompany 
Essentials of Contemporary Management. 
Whether you are a seasoned faculty member 
or a newly minted instructor, you’ll find our 
support materials to be the most thorough and 
thoughtful ever created.

Instructor’s Manual (IM) The IM supporting 
this text has been completely updated in order 
to save instructors’ time and support them in 
delivering the most effective course to their 
students. For each chapter, this manual provides a 
chapter overview and lecture outline with integrated 
PowerPoint® slides, lecture enhancers, notes for 
end-of-chapter materials, video cases and teaching 
notes, and more.

PowerPoint® Presentation Forty slides per 
chapter feature reproductions of key tables and 
figures from the text as well as original content. 
Lecture-enhancing additions such as quick polling 
questions and examples from outside the text 
can be used to generate discussion and illustrate 
management concepts.

Test Bank The test bank has been thoroughly 
reviewed, revised, and improved. There are 
approximately 100 questions per chapter, including 
true/false, multiple-choice, and essay. Each question 
is tagged with learning objective, level of difficulty 
(corresponding to Bloom’s taxonomy of educational 
objectives), and AACSB standards. The AACSB tags 
allow instructors to sort questions by the various 
standards and create reports to help give assurance 
that they are including recommended learning 
experiences in their curricula.
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®

McGraw-Hill Connect®   
Learn Without Limits
Connect is a teaching and learning platform 
that is proven to deliver better results for 
students and instructors. 

Connect empowers students by continually 
adapting to deliver precisely what they need, 
when they need it, and how they need it, so 
your class time is more engaging and effective.

88% of instructors who use Connect 
require it; instructor satisfaction increases 

by 38% when Connect is required.

Connect Insight® 

Connect Insight is Connect’s new one-of-a-kind 
visual analytics dashboard—now available for 
both instructors and students—that provides 
at-a-glance information regarding student performance, which is 
immediately actionable. By presenting assignment, assessment, 
and topical performance results together with a time metric that 
is easily visible for aggregate or individual results, Connect Insight 
gives the user the ability to take a just-in-time approach to teaching 
and learning, which was never before available. Connect Insight 
presents data that empowers students and helps instructors 
improve class performance in a way that is efficient and effective.

Students can view  
their results for any 

Connect course.

Analytics

 Using Connect improves passing rates 
by 10.8% and retention by 16.4%.

Mobile
Connect’s new, intuitive mobile interface gives students 
and instructors flexible and convenient, anytime–anywhere 
access to all components of the Connect platform.
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SmartBook®  

Proven to help students improve grades and 
study more efficiently, SmartBook contains 
the same content within the print book, but 
actively tailors that content to the needs of the 
individual. SmartBook’s adaptive technology 
provides precise, personalized instruction on 
what the student should do next, guiding the 
student to master and remember key concepts, 
targeting gaps in knowledge and offering 
customized feedback, and driving the student 
toward comprehension and retention of the 
subject matter. Available on smartphones and 
tablets, SmartBook puts learning at the student’s 
fingertips—anywhere, anytime.

Adaptive

Over 4 billion questions have been 
answered, making McGraw-Hill 

Education products more intelligent, 
reliable, and precise.

THE FIRST AND ONLY
ADAPTIVE READING
EXPERIENCE DESIGNED
TO TRANSFORM THE
WAY STUDENTS READ

More students earn A’s and 
B’s when they use McGraw-Hill 
Education Adaptive products.
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CREATE  Instructors 
can now tailor their 
teaching resources 

to match the way they teach! With McGraw-Hill 
 Create, www.mcgrawhillcreate.com, instructors can  
easily rearrange chapters, combine material from 
other content sources, and quickly upload and 
integrate their own content, such as course syl-
labi or teaching notes. Find the right content in 
Create by searching through thousands of leading 
McGraw-Hill textbooks. Arrange the material to 
fit your teaching style. Order a Create book and 
receive a complimentary print review copy in three 
to five business days or a complimentary electronic 
review copy via e-mail within one hour. Go to  
www.mcgrawhillcreate.com today and register.

TEGRITY CAMPUS  
Tegrity makes class 
time available 24/7 by 

automatically capturing every lecture in a search-
able format for students to review when they study 
and complete assignments. With a simple one-
click start-and-stop process, you capture all com-
puter screens and corresponding audio. Students 
can replay any part of any class with easy-to-use 
browser-based viewing on a PC or Mac. Educators 
know that the more students can see, hear, and 
experience class resources, the better they learn. In 
fact, studies prove it. With patented Tegrity “search 
anything” technology, students instantly recall key 
class moments for replay online or on iPods and 
mobile devices. Instructors can help turn all their 
students’ study time into learning moments imme-
diately supported by their lecture. To learn more 
about Tegrity, watch a two-minute Flash demo at 
http://tegritycampus.mhhe.com.

BLACKBOARD® PART-
N E R S H I P  M c G raw - H i l l 
Edu cation and Blackboard 
have teamed up to simplify 
your life. Now you and your 

Course Design and Delivery

students can access Connect and Create right from 
within your Blackboard course—all with one single 
sign-on. The grade books are seamless, so when 
a student completes an integrated Connect assign-
ment, the grade for that assignment automatically 
(and instantly) feeds your Blackboard grade center. 
Learn more at www.omorenow.com.

MCGRAW-HILL CAM-
PUS™ McGraw-Hil l 
Campus is a new one-

stop teaching and learning experience available 
to users of any learning management system. This 
institutional service allows faculty and students to 
enjoy single sign-on (SSO) access to all McGraw-
Hill Higher Education materials, including the 
award-winning McGraw-Hill Connect platform, 
from directly within the institution’s website. 
With McGraw-Hill Campus, faculty receive instant 
access to teaching materials (e.g., eTextbooks, test 
banks, Power Point slides, animations, learning 
objectives, etc.), allowing them to browse, search, 
and use any instructor ancillary content in our vast 
library at no additional cost to instructor or stu-
dents. In addition, students enjoy SSO access to 
a variety of free content (e.g., quizzes, flash cards, 
narrated presentations, etc.) and subscription-
based products (e.g., McGraw-Hill Connect). With 
McGraw-Hill Campus enabled, faculty and stu-
dents will never need to create another account to 
access McGraw-Hill products and services. Learn 
more at www.mhcampus.com.

ASSURANCE OF LEARNING READY Many edu-
cational institutions today focus on the notion of 
assurance of learning, an important element of some 
accreditation standards. Essentials of  Contemporary 
Management is designed specifically to support 
instructors’ assurance of learning initiatives with a 
simple yet powerful solution. Each test bank ques-
tion for Essentials of Contemporary Management 
maps to a specific chapter learning objective listed 
in the text. 
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Management teaching package makes no claim of 
any specific AACSB qualification or evaluation, we 
have within Essentials of Contemporary Management 
labeled selected questions according to the eight 
general knowledge and skills areas. 

MCGRAW-HILL CUSTOMER EXPERIENCE GROUP  
CONTACT INFORMATION At McGraw-Hill Edu-
cation, we understand that getting the most from 
new technology can be challenging. That’s why our 
services don’t stop after you purchase our products. 
You can e-mail our Product Specialists 24 hours 
a day to get product training online. Or you can 
search our knowledge bank of Frequently Asked 
Questions on our support website. For Customer 
Support, call 800-331-5094 or visit www.mhhe 
.com/support. One of our Technical Support Ana-
lysts will be able to assist you in a timely fashion.

A A C S B 
T A G G I N G  
McGraw-Hi l l 
Education is a 

proud corporate member of AACSB International. 
Understanding the importance and value of AACSB 
accreditation, Essentials of Contemporary Manage-
ment recognizes the curricula guidelines detailed 
in the AACSB standards for business accredita-
tion by connecting selected questions in the text 
and the test bank to the eight general knowledge 
and skill guidelines in the AACSB standards. The 
statements contained in Essentials of Contemporary 
Management are provided only as a guide for the 
users of this product. The AACSB leaves content 
coverage and assessment within the purview of 
individual schools, the mission of the school, and 
the faculty. While the Essentials of Contemporary 
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Finding a way to integrate and present the rap-
idly growing literature on contemporary manage-
ment and make it interesting and meaningful for 
students is not an easy task. In writing and revis-
ing the several editions of Essentials of Contempo-
rary Management, we have been fortunate to have 
had the assistance of several people who have 
 contributed greatly to the book’s final form. First, 
we are grateful to Michael Ablassmeir, our execu-
tive brand manager, for his support and commit-
ment to our project, and for always finding ways to 
provide the resources that we needed to continu-
ally improve and refine our book. Second, we are 
grateful to Gabriela G. Velasco, our product devel-
oper, for so ably coordinating the book’s prog-
ress,	 and	 to	her	 and	Casey	Keske,	our	marketing	
manager, for providing us with concise and timely 
feedback and information from professors and 
reviewers that have allowed us to shape the book 
to the needs of its intended market. We also thank 
Tara McDermott for executing an awe-inspiring 
design and Heather Ervolino for coordinating the 
production process. We are also grateful to the 
many colleagues and reviewers who provided us 
with useful and detailed feedback, perceptive com-
ments, and valuable suggestions for improving the 
manuscript.

Producing any competitive work is a challenge. 
Producing a truly market-driven textbook requires 
tremendous effort beyond simply obtaining reviews 
on a draft manuscript. Our goal behind the devel-
opment of Essentials of Contemporary Management 
has been clear-cut: to be the most  customer-driven 
essentials of management text and supplement 
package ever published! The favorable reception 
that our book has received from its users suggests 
that our thorough product development plan did 
lead to a book that has met the expectations of 
both faculty and students. For the new edition, 
we have continued to add new reviewers to the 
over 200 faculty who originally took part in devel-
opmental activities ranging from regional focus 
groups to manuscript reviews and surveys. Con-
sequently, we’re confident that the changes we 
have made to our book and its excellent support 
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 LO 1-4 Distinguish among three kinds of 
managerial skill, and explain why 
managers are divided into different 
departments to perform their tasks 
more efficiently and effectively. 

 LO 1-5 Discuss some major changes in 
management practices today that have 
occurred as a result of globalization 
and the use of advanced information 
technology (IT). 

 LO 1-6 Discuss the principal challenges 
managers face in today’s increasingly 
competitive global environment. 

1 The Management  
Process Today

PART 1

Learning Objectives
After studying this chapter, you should be able to:

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

 LO 1-2 Distinguish among planning, organizing, 
leading, and controlling (the four principal 
managerial tasks), and explain how 
managers’ ability to handle each one 
affects organizational performance. 

 LO 1-3 Differentiate among three levels of 
management, and understand the tasks 
and responsibilities of managers at different 
levels in the organizational hierarchy. 
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Broderick Johnson (left) and 
Andrew Kosove (right) started Alcon 
Entertainment, a successful film, TV, and 
music company, and continue as the 
company’s co-CEOs. Despite turbulent 
times in the entertainment industry, 
they have managed to maintain 
and even expand their business by 
hiring experienced managers across 
the organization. © Chris Pizzello/
AP Images

How Does Management Adapt to 
Changing Technologies?

Scott Parish is the chief financial officer and chief 
operating officer of Alcon Entertainment, a Los 

Angeles–based entertainment production company. 
Alcon was started in 1997 by film producers (and 
former business students) Broderick Johnson and 
Andrew Kosove, who remain Alcon’s chief executive 
officers (CEOs). Since its humble beginnings in a 
rented apartment, the company has grown into 
a respected and profitable enterprise, making hit 
movies such as The Blind Side; P.S., I Love You; and 
What to Expect When You’re Expecting.

Parish left a successful career in logistics and 
transportation to pursue his dream of working in the 
motion picture industry. Relocating from Mississippi 
to California, he took an hourly administrative job at a 
film production company to learn about the craft. By 
taking the initiative to develop his understanding of 
the entertainment business from the ground up, Par-
ish was able to rise in management over the years. 
Now as a member of Alcon’s top team, he is credited 
with helping grow Alcon from a boutique film com-
pany into a respected creator of not just films but 
television shows and music as well.

However, maintaining Alcon’s growth is a sig-
nificant challenge in a turbulent and changing 

entertainment business. Managers like Scott Parish 
must economically produce valuable content that 
earns profits. Film creation is a complex process. It 
can take years to shepherd a film from inception to 
distribution before audiences. As a result, significant 
planning is invested into production long before the 
cameras roll. Parish and Alcon’s leadership team are 
constantly on the lookout for innovative ideas that 
give them an edge at the box office and must identify 
and produce ideas, which have a strong potential to 
connect with the intended audience.

Once viable ideas are obtained and screened, 
Parish must obtain funding for projects that can cost 
$40 to $80 million each. Financing films often means 
coordinating with outside investors, so Parish and his 
team must be able to explain complex film produc-
tion processes to those unacquainted with the film 
business. These outside investors represent impor-
tant stakeholders in the film production process.

After representing Alcon to investors and obtain-
ing needed financing, Parish must build the right 
team to produce and market new hit films. This 
means negotiating with and retaining the services of 
directors and a cast who can help turn concepts into 
reality. Missteps at this stage of a film’s development 
can be highly detrimental to its eventual success, and 
Parish and his team must also balance the needs of 
Hollywood superstars against the creative demands 
of directors to create products audiences will pay to 

Alcon Entertainment Hits the Mark

MANAGEMENT SNAPSHOT
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without permission from the copyright holder, typi-
cally for commercial gain. However, entertainment 
production companies only receive revenues when 
their content is purchased by retailers or consumers, 
which means piracy has the potential to undermine 
the production of new movies, music, and television. 
Indeed, Alcon now adjusts its revenue projections to 
reflect the threats of piracy. However, the company 
is not responding passively to this new managerial 
challenge but is taking action to mitigate the distribu-
tion and use of pirated content.

For example, in conjunction with other major stu-
dios and entertainment production companies, Alcon 
has responded to this new economic and technologi-
cal reality by mobilizing support for CreativeFuture, 
an industry coalition designed to mitigate digital 
piracy on the web by informing and educating policy-
makers and consumers about the long-term effects 
of digital piracy on the sustainability of the entertain-
ment industry.2

Running an entertainment company is difficult 
work. Managers like Scott Parish must help their com-
panies stay creative and create profitable content in 
an industry rapidly evolving amid changing consumer 
tastes and technological change. This requires man-
agers to represent the interests of the organization 
to the public and an increasingly complex array of 
external stakeholders.

see and enjoy. Hollywood talent is notoriously diffi-
cult to manage, so Parish must negotiate and align 
the interests of the company with the talent it retains 
to help make films.

In addition to the challenges of managing film 
production in a competitive environment, Parish 
is helping lead Alcon in an entertainment industry 
being transformed by technological and economic 
change. Consumers increasingly prefer to watch con-
tent digitally, so Alcon has evolved to broaden the 
ways it distributes content. Previously, film produc-
tion companies like Alcon worked with movie the-
aters and brick-and-mortar retailers to sell content. 
Although these distribution channels are still being 
used, Alcon’s content can now be found digitally on 
streaming subscription services such as Netflix, for 
download on Amazon Prime, and on other services.1 
Alcon also retains the rights to its films, meaning it 
earns residual income from its catalog of film proj-
ects. With changing consumer tastes and a recession 
that has limited consumers’ disposable income, man-
agers like Parish are challenged to find new ways of 
ensuring profitable content creation and distribution.

In a larger sense, the ease of transferring digi-
tal content has made digital piracy more prevalent, 
posing a significant threat to the entertainment 
industry. Piracy occurs when third parties distribute 
copyrighted materials that they do not own to others 

Overview The story of Scott Parish’s rise to the top of Alcon Enter-
tainment illustrates many of the challenges facing people 
who become managers. Managing a company is a complex 

activity, and effective managers must possess many kinds of skills, knowledge, and 
abilities. Management is an unpredictable process. Making the right decision is 
difficult, and even effective managers often make mistakes. But the most effective 
managers, like Scott Parish, learn from their mistakes and continually try to find 
ways to improve their companies’ performance.

In this chapter we look at what managers do and what skills and abilities they 
must develop to manage their organizations successfully. We also identify the differ-
ent kinds of managers that organizations need and the skills and abilities they must 
develop to succeed. Finally, we identify some challenges managers must address if 
their organizations are to grow and prosper.

When you think of a manager, what kind of person comes 
to mind? Do you think of an executive like Scott Parish, 
who helps direct his company? Or do you see a manager at 
a fast-food restaurant, who deals directly with employees 

What Is 
Management?
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and customers, or the person you answer to if you have a part-time job? What do all 
these people have in common? First, they all work in organizations. Organizations 
are collections of people who work together and coordinate their actions to achieve 
a wide variety of goals or desired future outcomes.3 Second, as managers, they are 
the people responsible for supervising and making the most of an organization’s 
human and other resources to achieve its goals.

Management, then, is the planning, organizing, leading, and controlling of 
human and other resources to achieve organizational goals efficiently and effec-
tively. An organization’s resources include assets such as people and their skills, 
know-how, and experience; machinery; raw materials; computers and information 
technology; and patents, financial capital, and loyal customers and employees.

Achieving High Performance: A Manager’s Goal
One of the most important goals that organizations and their members try to 
achieve is to provide some kind of good or service that customers value or desire. 
The principal goal of Scott Parish is to manage Alcon so that it creates a continu-
ous stream of new and improved entertainment content—enjoyable films,  television 
shows, and music—that customers are willing to buy. Like other entertainment 
companies, Alcon also seeks projects that have the potential to grow into film or 
television  franchises, encouraging repeat business. Likewise, the principal goal of 
fast-food managers is to produce tasty and convenient food that customers enjoy 
and come back to buy again and again.

Organizational performance is a measure of how efficiently and effectively man-
agers use available resources to satisfy customers and achieve organizational goals. 
Organizational performance increases in direct proportion to increases in efficiency 
and effectiveness (see Figure 1.1). What are efficiency and effectiveness?

Efficiency is a measure of how productively resources are used to achieve a goal.4 
Organizations are efficient when managers minimize the amount of input resources 
(such as labor, raw materials, and component parts) or the amount of time needed 
to produce a given output of goods or services. For example, McDonald’s develops 
ever more efficient fat fryers that not only reduce the amount of oil used in cook-
ing, but also speed up the cooking of french fries. UPS develops new work routines 
to reduce delivery time, such as instructing drivers to leave their truck doors open 
when going short distances.

To encourage efficiency, Scott Parish has changed the way Alcon compensates 
many of its actors. Previously, film production companies paid actors using guaran-
teed compensation without consideration of a movie’s success. They would recoup 
the cost of making a movie only if the film had adequate success at the box office. 
Unfortunately, that meant film producers like Alcon held all of the risk.

As an alternative, Parish has linked actor compensation to a film’s success.5 This 
new compensation method means the company risks fewer dollars if a film flops. 
However, for actors, the new compensation model means they can earn far more 
than a flat sum of guaranteed compensation. Thus, when a film succeeds, both 
Alcon and its actors realize the gains. This new compensation model encourages 
both parties to work efficiently. Alcon also strives to build good relationships and 
trust with its actors, which in turn brings goodwill to the organization.

Effectiveness is a measure of the appropriateness of the goals that managers have 
selected for the organization to pursue and the degree to which the organization 
achieves those goals. Organizations are effective when managers choose appropriate 

organizations  
Collections of people 
who work together and 
coordinate their actions 
to achieve a wide variety 
of goals or desired 
future outcomes.

management  
The planning, 
organizing, leading, and 
controlling of human 
and other resources to 
achieve organizational 
goals efficiently and 
effectively.

organizational 
performance  
A measure of how 
efficiently and effectively 
a manager uses 
resources to satisfy 
customers and achieve 
organizational goals.

efficiency   
A measure of how well 
or how productively 
resources are used to 
achieve a goal.

effectiveness  
A measure of the 
appropriateness of the 
goals an organization is 
pursuing and the degree 
to which the organization 
achieves those goals.
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goals and then achieve them. Some years ago, for example, managers at McDonald’s 
decided on the goal of providing breakfast service to attract more customers. The 
choice of this goal has proved smart: Sales of breakfast food account for more than 
30% of McDonald’s revenues and are still increasing. Parish’s goal is to create a con-
tinuous flow of innovative entertainment products at Alcon that resonate with audi-
ences. High-performing organizations, such as Apple, McDonald’s, Walmart, Intel, 
Home Depot, Accenture, and Habitat for Humanity are simultaneously efficient and 
effective. Effective managers are those who choose the right organizational goals to 
pursue and have the skills to utilize resources efficiently.

Why Study Management?
The dynamic and complex nature of modern work means that managerial skills are 
in demand. Organizations need individuals like you who can understand this com-
plexity, respond to environmental contingencies, and make decisions that are ethi-
cal and effective. Studying management helps equip individuals to accomplish each 
of these tasks.

In a broader sense, individuals generally learn through personal experience 
(think the “school of hard knocks”) or through the experiences of others. By study-
ing management in school, you are exposing yourself to the lessons others have 
learned. The advantage of such social learning is that you are not bound to repeat 
the mistakes others have made in the past. Furthermore, by studying and practic-
ing the behaviors of good managers and high-performing companies, you will equip 
yourself to help your future employer succeed.

EF
FE

C
TI

V
EN

ES
S

Manager chooses the right 
goals to pursue and makes 
good use of resources to 

achieve these goals.
Result: A product that 

customers want at a quality and 
price that they can a�ord.

High e�ciency/
High e�ectiveness

High e�ciency/
Low e�ectiveness

Manager chooses inappropriate 
goals, but makes good use of 

resources to pursue these 
goals.

Result: A high-quality product 
that customers do not want.

Manager chooses the right 
goals to pursue, but does a poor 

job of using resources to 
achieve these goals.

Result: A product that 
customers want, but that is too 

expensive for them to buy.

Low e�ciency/
High e�ectiveness

Low e�ciency/
Low e�ectiveness

Manager chooses the wrong 
goals to pursue and makes poor 

use of resources.
Result: A low-quality product 
that customers do not want.

EFFICIENCY
LOW 

LOW 

HIGH

HIGH

High-performing organizations are e�cient and e�ective.

Figure 1.1
Efficiency, 
Effectiveness, and 
Performance in an 
Organization
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The economic benefits of becoming a good manager are also impressive. In the 
United States, general managers earn a median wage of $96,430, with a projected 
growth rate in job openings of 8% to 14% between now and 2022.6

The job of management is to help an organization make the 
best use of its resources to achieve its goals. How do man-
agers accomplish this objective? They do so by performing 
four essential managerial tasks: planning, organizing, leading, 
and controlling. The arrows linking these tasks in Figure 1.2 
suggest the sequence in which managers typically perform 
them. French manager Henri Fayol first outlined the nature 

of these managerial activities around the turn of the 20th century in General and 
Industrial Management, a book that remains the classic statement of what managers 
must do to create a high-performing organization.7

Managers at all levels and in all departments—whether in small or large compa-
nies, for-profit or not-for-profit organizations, or organizations that operate in one 
country or throughout the world—are responsible for performing these four tasks, 
which we look at next. How well managers perform these tasks determines how 
efficient and effective their organizations are.

Planning
To perform the planning task, managers identify and select appropriate 
 organizational goals and courses of action; they develop strategies for how to 
achieve high performance. The three steps involved in planning are (1) deciding 
which goals the organization will pursue, (2) deciding what strategies to adopt to 
attain those goals, and (3) deciding how to allocate organizational resources to 

Essential 
Managerial  

Tasks

Controlling
Establish accurate

measuring and
monitoring systems
to evaluate how well
the organization has
achieved its goals.

Planning
Choose appropriate

organizational
goals and courses
of action to best

achieve those goals.

Leading
Motivate,

coordinate, and
energize individuals
and groups to work
together to achieve
organizational goals.

Organizing
Establish task
and authority

relationships that
allow people to work
together to achieve 

organizational
goals.

Figure 1.2
Four Tasks of 
Management

LO 1-2 Distinguish 
among planning, 
organizing, leading, 
and controlling (the four 
principal managerial 
tasks), and explain 
how managers’ ability 
to handle each one 
affects organizational 
performance.

planning Identifying 
and selecting 
appropriate goals; one of 
the four principal tasks 
of management.
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pursue the strategies that attain those goals. How well managers plan and develop  
strategies determines how effective and efficient the organization is—its  perfor - 
mance level.8

As an example of planning in action, consider Alcon Entertainment’s recent 
venture into television. Co-CEOs Broderick Johnson and Andrew Kosove are tak-
ing Alcon’s expertise in film production and applying it to television audiences by 
producing and distributing quality original programming. Movie and television 
production have many features in common but operate on different economic mod-
els. Films are produced and distributed with partners to reach theater audiences, 
whereas television shows are produced and offered for channels to distribute to 
cable, satellite, and streaming audiences.

To help navigate these new challenges, Alcon hired Sharon Hall, formerly of Sony 
Pictures Television. One of Hall’s top priorities is finding ways to create television 
content that supports and reinforces Alcon’s film business.

Alcon is entering a highly competitive market. There are more television stations 
and shows today than ever before, and competition is fierce to build and main-
tain audience interest. Thus, the company will need to shape its planning into an 
 effective business strategy, which is a cluster of decisions concerning what organi-
zational goals to pursue, what actions to take, and how to use resources to achieve 
these goals. Alcon recently announced a partnership with the Syfy Channel to pro-
duce The Expanse, an original sci-fi series.9

Alcon originally produced one film at a time, with an emphasis on reducing costs 
and maximizing efficiency in filmmaking. This constituted a low-cost strategy—a way 
of obtaining customers by making decisions that allow an organization to produce 
goods or services more cheaply than its competitors so it can charge lower prices 
than they do. This low-cost strategy allowed Alcon to weather some disappointing 
box office results. Alcon’s low-cost strategy contrasts with a differentiation strategy, 
in which organizations seek to create highly innovative products that appeal to dif-
ferent types of consumers.10

Planning strategy is complex and difficult, especially because planning is done 
under uncertainty when the result is unknown so that either success or failure is 
a possible outcome of the planning process. Managers take major risks when they 
commit organizational resources to pursue a particular strategy. Another manager 
passionate about his industry is Dennis Corsi, who is profiled in the “Manager as a 
Person” box.

strategy A cluster 
of decisions about what 
goals to pursue, what 
actions to take, and 
how to use resources to 
achieve goals.

MANAGER AS A PERSON
Dennis Corsi Helps Airports Take Off
Each day more than 2 million people fly within the country’s large network of nearly 
20,000 commercial and general aviation airports. In fact, an estimated 87,000 flights 
operate daily in U.S. skies. Most people probably don’t realize the amount of work 
required to plan, develop, and maintain such a comprehensive airport system, but 
Dennis Corsi does. Corsi is president of Armstrong Consultants, a Colorado-based 
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airport engineering firm. He is a pilot and former member of the U.S. Air Force. 
The knowledge and experience Corsi has acquired over the years, coupled with his 
managerial talent, have helped Armstrong become a leader in the region.11

Headquartered in Grand Junction in western Colorado, Armstrong Consultants 
helps general and commercial aviation airports plan, engineer, and construct facil-
ities that meet the needs of their customers. Airports receive revenues primarily 
when aircraft land and refuel at their facilities. However, as aircraft have different 
landing, takeoff, and taxiing requirements, Armstrong must offer the right mix of 
facilities to accommodate pilots’ needs. For example, some propeller aircraft can use 
grass airport runways as short as 600 feet, while other business jets require paved 
runways exceeding one mile in length and more than 100 feet wide. Managers at 
engineering companies like Armstrong help airports understand and accommodate 
these different needs. This is where Corsi’s more than 23 years of experience in 
aviation and time spent managing more than 250 airport projects come in handy.12

Like other forms of transportation, airports are highly regulated. They must 
comply with a complicated mix of regulations that specify how they can operate. 
Managers like Corsi help clients coordinate with local, state, and federal agen-
cies to comply with highly complex regulations. Armstrong has completed more 
than 1,200 airport improvement projects, which amounts to 30 or more projects 

each year that must comply with different kinds of regulatory 
issues.13 Aviation is also marked by significant technological 
change and changing consumer needs. Managers like Corsi 
work hard to stay ahead of the curve, refining their expertise 
to provide valued insight to clients. Companies like Armstrong 
also benefit from building and maintaining strong relationships 
with regulatory agencies, such as the Federal Aviation Adminis-
tration, which help guide the activities of client airports.

The process of airport planning and engineering is 
 challenging—something Corsi understands well. For example, 
before facilities are constructed or modified, airports must 
obtain adequate funding, typically through a combination of 
local and federal grants that are financed by aviation fuel taxes. 
Airports then develop forecasts that help identify the types of 
traffic they expect, as well as the impact on the local economy. 
These forecasts act as inputs for facility engineering plans, which 
are developed to guide the use and development of airfield facili-
ties. However, before amending facilities, airports must also 
obtain adequate state and federal environmental clearances to 
ensure their activities do not damage the local environment. 
This includes surveying the area around an airport, estimating 
light and sound emissions, testing air and water, and forecast-
ing potential impacts to the region. Only then can construction 
begin at an airport, which presents its own set of challenges.

To help airports with this daunting process, Armstrong 
retains a staff of engineers, planners, environmental specialists, 
and construction managers. At the employee-owned company, 

Corsi and staff must be able to understand the complexities of each of these func-
tional areas and coordinate their activities for multiple clients at once.

Armstrong Consultants and its president, 
Dennis Corsi, use their aviation knowledge 
and managerial expertise to help airport clients 
succeed in a complex business. © Joe Drivas/
Photographer’s Choice/Getty Images
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