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Preface

the realitieS of ManageMent
We are deeply grateful for the feedback, encouragement, and support that we re-
ceived on our first edition. When we set out to write a new management textbook, 
we sought to capture the realities of managing in an ever-changing and dynamic 
environment. The speed of change and the global interconnectedness of business ne-
cessitate that managers and their companies be flexible, quick, and nimble.  Effective 
change and sustainable performance require that managers understand the impact 
of strategic choices, the optimal design of organizations, and the power of leader-
ship. In our first edition of the textbook, we called these three core components 
(strategy, organizational design, and leadership) the pillars of management. These 
pillars stand together to form a solid foundation of support, yet they are not sta-
tionary or immobile. As the contextual environment changes so too must a firm’s 
strategy. The adaptation of strategy often requires a reexamination and deployment 
of new organizational structures and leadership approaches.

Today’s managers need to understand the subtleties of strategy and the  nuances 
of organizational design to carve out a defensible and sustainable position in an 
increasingly competitive and volatile marketplace. And managers need to know 
the key leadership levers that enable them to build, inspire, and nurture high- 
performing teams to implement that strategy. To be effective and relevant for a long 
period of time, managers must understand the co-evolutionary nature of these three 
 pillars—strategy, organizational design, and leadership. This understanding pro-
vides  managers with a holistic view of the ways in which strategy informs organi-
zational design, organizational design impacts external competitiveness and internal 
motivation, and leadership ultimately influences performance.

In this second edition, we have continued to explore how strategy influences 
organizational design, how leaders shape and defend strategic positions, how or-
ganizations impact performance and drive motivation, how leaders lead, and how 
global forces impact the competitive landscape. The second edition includes both 
core foundational components of strategic and organizational theory as well as 
contemporary research that are useful and relevant for aspiring and experienced 
managers. As with the first edition, we employ a performance edge—demonstrating 
the impact and result of decisions regarding strategic choices, organizational align-
ment, and individual leadership approaches. Our aim is to help students prepare for 
leadership roles by addressing the integrated facets of leading businesses in today’s 
complex and ever-changing environment.

text organization
Our management textbook is organized into four main parts including (1) setting 
the context for management; (2) the strategic perspective; (3) the organizational 
perspective; and (4) the individual perspective. The chapters in each of the sections 
have been expanded and updated to highlight new research and to showcase con-
temporary examples from the world of practice. Through this book, we have tried 
to bridge the divide between theory and practice by presenting examples that are 
relevant, illustrative, and compelling.
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The initial section of the book includes three chapters that are focused on the 
contextual landscape of business. We discuss the historical context of business and 
introduce the three pillars. This section also includes an overview of the internal and 
external components of the business environment with a specific focus on the global 
nature of business. This global focus is interwoven throughout the book including 
discussions on effective cross-cultural teams, market-entry strategies, global com-
munication, and cross-boundary negotiations. In addition, this first section includes 
an in-depth discussion of ethics and corporate social responsibility. Similar to the 
focus on globalization, these themes are referenced throughout the textbook. In this 
second edition, we have provided a broader overview of the volatility in the business 
environment, including a discussion of the global financial crisis and its impact on 
companies, individuals, and countries. Alongside this discussion, we have included 
a deeper dive into the various stakeholders of a firm. The new edition also includes 
more examples of personal and corporate moral dilemmas and how individuals can 
successfully navigate them.

The second part of the textbook showcases the strategic perspective and in-
cludes three chapters—an introduction to strategy as well as overviews of business-
level and corporate-level strategy. The second edition contains more global cases, a 
new section on the implementation of strategy, and a streamlined focus on related 
and unrelated diversification.

The third part of the textbook is focused on the organizational perspective of 
management and includes five chapters. In this section, we focus on the organiza-
tion as an instrument for achieving strategic objectives, and we examine the way 
leaders make important decisions regarding organizational design, culture, human 
capital, and measurement. The second edition includes a broader discussion on dif-
ferent organizational forms, new content on delegation and empowerment, and a 
richer overview of the ways in which culture impacts organizational performance. 
The chapter on performance management has been extensively revised; it includes 
a new section on financial management, a streamlined overview of the balanced 
scorecard, and a review of new models of benchmarking. Finally, this section in-
cludes a deeper discussion on organizational change models and the role of innova-
tion in shaping organizational and strategic evolution.

The final section of the textbook delves into the role of the individual. It in-
cludes a focus on how to manage oneself as well as how to manage others. This sec-
tion includes nine chapters that provide a comprehensive overview of the important 
leadership levers that are needed to drive organizational performance, including 
the ability to motivate and inspire others, to effectively wield power and influence, 
to successfully navigate conflict, to reach win-win negotiations, and to communi-
cate with passion and purpose. The second edition includes additional information 
about the effectiveness of different leadership styles, an integrated discussion on the 
use of power and how to channel personal power, and a broader overview of vari-
ous cognitive biases that impact decision making. In addition, this section includes 
a new discussion on collective intelligence, extrinsic and intrinsic motivation, and 
network characteristics.

“engage. ConneCt. PerforM. lead.” 
addreSSing Major CourSe needS through 
interaCtive learning
Management, 2e seeks to effectively engage the student to think and act like a 
manager. Management, 2e follows a path to obtain these results and other key 
course goals through various learning activities: Engage (pulling the student into 
the content and establishing relevance), Connect (mastering a body of knowledge, 
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connecting terms and concepts), Perform (real-world applications pertaining to con-
cepts and theories), and Lead (higher level critical thinking and application that 
puts the student in the shoes of a manager). These assignment types are fully utilized 
in the MindTap/Aplia product, as described below.

text featureS
The focus on relevance and performance will be demonstrated in the text through 
the use of timely and relevant case examples, reflective exercises showcasing the di-
verse business landscape, and personal assessments to help students discover the key 
factors that drive organizational and individual results. Specifically:

•	 A	Self-Reflection	starts	each	chapter,	giving	students	a	quick	way	to	as-
sess	their	sense	of	the	content	of	the	chapter.

•	 The Leadership Development Journey	is	a	comprehensive	skills-based	
activity	that	allows	students	to	develop	who	they	are,	or	will	be,	as	
managers.	From	chapter	to	chapter,	this	activity	translates	theory	into	
action—the	“what”	into	“how.”

•	 A Different View	showcases	unique	applications	of	chapter	content	in-
cluding	strategic	corporate	philanthropy	(Chapter	3),	culture	in	crisis	
(Chapter	8),	servant	leadership	(Chapter	12),	difficult	conversations	
(Chapter	16),	and	crisis	communication	(Chapter	19).

•	 Case in Point	activities	ask	students	to	further	explore	case	examples	
and	provide	research	opportunities	based	on	text	content.

inStruCtor SuPPort
•	 Instructor’s	Resource	CD

Discover all of the key instructor resources at your fingertips with this all-in-
one resource. The Instructor’s Resource CD (IRCD) offers chapter-by-chapter 
tools for instructors who are new to the course as well as innovative materi-
als ideal for experienced professors who are developing strong managers. The 
Instructor’s Resource contains the Instructor’s Manual, Test Bank, Examview 
Testing Software, and PowerPoint Presentation Slides for both the instructor 
and student. The Instructor’s Manual consists of lecture outlines, answers to 
pedagogical features, sample syllabi, and recommended teaching notes and 
additional case studies.

•	 MindTap

MindTap	for	Management is a personalized, fully online, digital learning 
platform. It is composed of authoritative Cengage Learning content, assign-
ments, and services that engage your students with interactivity. The platform 
allows you to choose the configuration of coursework and to enhance the 
curriculum via complimentary web-apps known as MindApps. MindApps 
range from ReadSpeaker (which reads the text aloud to students) to  Kaltura 
(allowing you to insert inline video and audio into your curriculum) to 
 ConnectYard (allowing you to create digital “yards” through social  media—
all without “friending” your students). The Gulati interactive ebook is a 
media rich reader complete with figure animations, multiple choice  concept 
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checks, and drag and drop figures—all aimed at raising student comprehen-
sion. Management, 2e is well beyond an eBook, a homework solution or digi-
tal supplement, a resource center website, a course delivery platform or a 
Learning Management System. It is the first in a new category—the Personal 
Learning Experience.

•	 Aplia

Have your students “think like managers” with Aplia’s premium student en-
gagement tool for management. This tool allows you to easily manage the 
subtle dynamics of teaching Principles of Management, with problem sets 
that engage students, help them connect class concepts to the real world, fa-
cilitate their skill performance, and show them how to lead others. Assign-
able exercises are designed to get students to Engage, Connect, Perform, and 
Lead with the content. Engage exercises show students how management	is	
relevant	to	their lives; Connect takes management theories and applies them 
to real-world applications; Perform scenarios provide students an opportu-
nity to apply management concepts; and Lead illustrates higher-level problem 
types, such as video cases, giving students a chance to practice and improve 
leadership decisions. Engaging media is seamlessly integrated throughout in-
cluding video cases, interactive diagrams, self-assessments, and vivid exam-
ples. Holding students accountable for their own engagement becomes easy 
with Aplia’s dynamic and flexible grading system, including grade analytics 
and easy grade book export tools that allow Aplia to work with any learn-
ing management system. Aplia™ assignments match the language, style, and 
structure of Management, 2e allowing your students to apply what they learn 
directly to their work outside the classroom.

•	 Write	Experience

Cengage Learning’s Write Experience helps students write effectively without 
adding to your workload! Write Experience utilizes artificial intelligence to 
score student writing instantly and accurately. It also provides students with 
detailed revision goals and feedback on their writing to help them improve 
written communication and critical thinking skills. Write Experience is the 
first product designed and created specifically for the higher education market 
through an exclusive agreement with McCann Associates, a Vantage Learning 
Affiliated operating company, and powered by e-Write IntelliMetric Within™.

Preface
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2

introduction to 
Management

Learning Objectives 

After reading this chapter, you should be able to:

LO1  Differentiate among the three pillars of managing organizations: 
strategic positioning, organizational design, and individual 
leadership.

LO2  Describe the complementary components of management and 
leadership and the relative importance of technical, interpersonal, 
and conceptual skills at various managerial levels in the 
organization.

LO3  Articulate how the practice of management has evolved.

LO4  Explain the changing perspectives on the purpose of business and 
how the relationship between the firm and its business environment 
has changed over time.

LO5  Describe the stakeholder theory of management and how various 
stakeholder relationships are managed to enhance overall firm 
performance.

Chapter Outline
Introduction

Management and Leadership

Historical Perspectives on 
Business

Changing Perspectives on the 
Purpose of Business

Stakeholder Approach
•	Stakeholder Mapping
•	Stakeholder Management 

Processes
•	Managing Uncertainty

Summary

Key Terms

Assignments

Endnotes

1
C h a p t e r 
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3Chapter 1 Introduction to Management

IntroduCtIon
Now, more than ever, the world needs leaders who are versatile and flexible. The 
increasing pace of globalization, rapid deployment of technology, and constantly 
changing competitive landscape require leaders who can nimbly adapt themselves 
and their organizations to new realities. The one constant in business is that it is not 
constant. Change is a reality, and businesses that stand the test of time are led by in-
dividuals who not only embrace change, but proactively prepare their organizations 
for its impact. Sustaining relevance in a dynamic business environment requires 
leaders to confront difficult decisions on a daily basis. Do they expand product of-
ferings to anticipate consumer demand? Or do they eliminate waste and focus the 
company’s efforts on fewer products? Should they compete directly with rivals? Or 
do they invest money to innovate an entirely new product or service? How do they 
motivate their employees? How do they gain trust and commitment in the organiza-
tion? Should they focus on learning and development or bottom-line results?

Leaders need to understand how to harness technological advancements, man-
age and lead a dispersed and diverse workforce, anticipate and react to constant 

S e l f - r e f l e C t i o n 

What Are Your Managerial and Leadership Strengths?
Please respond True or False to the following statements to assess your leadership and  
managerial strengths.

1. I excel at planning projects.

2. When working with a group, I think strategically by creating a vision and setting goals to make that 
vision a reality.

3. I am skilled at budgeting and financial planning.

4. I encourage change by challenging the status quo.

5. I can organize people to get a job done by establishing structures and delegating tasks.

6. I understand how to motivate people.

7. I enjoy creating solutions for complex problems.

8. I have the ability to work with a diverse group of people to accomplish a goal.

9. I am a take-charge type of person who brings order to a variety of situations.

10. I influence people through passion and emotional connections.

If you answered True to the majority of the odd-numbered statements, you have a solid foundation of 
managerial strengths. If you answered True to the majority of the even-numbered statements, you have a 
solid foundation of leadership strengths. If both are true, you are adept at balancing the roles of managers 
and leaders.
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Part 1 Setting the Context for Management4

competitive and geopolitical change and uncertainty, compete on a global scale, and 
operate in a socially responsible and accountable manner.1 One increasingly popu-
lar acronym that captures the context in which today’s organizations  compete is 
VUCA, which stands for volatile, uncertain, complex, and ambiguous. A  volatile 
situation is characterized by unpredictability and requires managers to be  agile 
and flexible. An uncertain situation calls for managers to gather and decipher large 
amounts of information, some of which will be conflicting. This uncertainty is 
sometimes accompanied by complexity, a situation that is based on the interconnec-
tion of various business elements. Separating these interconnections and structuring 
individual responses to them helps managers cope with complexity. Finally, manag-
ers often face very ambiguous situations where the cause-and-effect relationships 
are not always clear. Experimentation helps managers to achieve a greater sense of 
clarity about ambiguous situations (see Table 1.1).2 Success for organizations in 
this VUCA environment requires a strong knowledge of (1) strategic positioning, 
(2) organizational design, and (3) individual leadership (see Figure 1.1).

The interaction between the formulation of strategy, the design of the organiza-
tion, and the leadership of the firm is not a functional or linear process; it is a dy-
namic and interactive one. Throughout this textbook on the principles, purpose, and 
perspectives of management, we demonstrate the mutual interdependence and inter-
connectivity between strategy, organizational design, and individual leadership action. 
The strategy of an organization depends on the nature and context of the competitive 
and environmental landscape as well as the skills and capabilities of the management 
team. The understanding of this contextual landscape is, in turn, dependent on the 
ability of the firm’s management to recognize opportunities and threats as well as lead 
and organize the company’s resources to effectively compete in the marketplace.

A firm needs to adapt and change its strategic choices and leadership approaches 
to retain its relevance. Strategy often dictates the organizational design and leader-
ship required for success. The type of leaders and the organizational design of a 
business can also influence the strategic choices in which a business can credibly 
compete. In essence, strategy, organizational design, and leadership must work to-
gether in an integrative and dynamic fashion.

The chapters of this textbook are organized according to the three pillars of 
managing organizations—strategy, organization, and individual leadership. The 
strategic level or perspective will encompass an understanding of the environmental 
landscape in which businesses compete and the elements of strategy that help orga-
nizations align their resources for success in a changing context. Key questions that 
will be addressed in the strategic perspective include the following: How should a 
business compete? How does the competitive landscape shape the potential for its 

VUCA
An acronym for volatile, 
uncertain, complex, and 
ambiguous that captures 
the context in which today’s 
organizations compete.

Situation Characterized by… response

V Volatility Unstable and unpredictable change Be agile and flexible

u uncertainty Lack of knowledge about significance  
of change

Seek knowledge and 
information

C Complexity Many interconnected parts Adjust operations to  
match the environment

A Ambiguity Lack of knowledge about cause  
and effect

Experiment

Source: Adapted from Nathan Bennett and G. James Lemoine, “What a Difference a Word Makes: Understanding Threats 
to Performance in a VUCA World,” Business Horizons, Vol. 57, 2014, pp. 311–317.

 table 1.1 l  Context in Which Businesses Operate: VUCA—Volatility, Uncertainty,  
Complexity, and Ambiguity 
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5Chapter 1 Introduction to Management

success or failure? What strategy will allow a firm to adapt as the context evolves? 
How has and will globalization impact the competitive positioning of a business?

Knowing what strategy to pursue is only the first part of the management puz-
zle. The next piece involves developing and aligning the organizational components 
(e.g., organizational design, culture, human resource practices, and performance man-
agement) to achieve these strategic objectives. Without this, no strategy will ever be 
properly implemented and all that thinking will come to nothing. To that end, the 
organizational perspective of the textbook will define the manner in which a business 
is structured to compete in its changing contextual landscape. Key questions include 
the following: What organizational structure will enable the firm to optimize its re-
sources? How can the culture of the firm reinforce key values and lay the foundation 
for strong organizational performance? How will performance be measured? How 
does an organization remain relevant in a constantly changing competitive landscape?

Finally, an organization is nothing more than a collection of individuals who come 
together to achieve a common goal or objective. But how does one coordinate and 
motivate diverse individuals to work together? The answer is through effective leader-
ship. The final section of the textbook addresses the key components and activities of 
leadership. This section is about you and how you can be a more effective leader in the 
global organizations of tomorrow. Leaders must first know who they are and what 
impels them to effectively motivate and influence others. Key questions addressed in 
the individual perspective section of the textbook include the following: How should 
managers wield power and influence? How do managers make critical decisions and 
navigate conflict? What motivates others, and how does one create and nurture effec-
tive teams? How do managers communicate with urgency and compassion?

The interplay of strategy, organizational design, and individual action operates 
within a broad contextual landscape. In fact, the context can directly impact the 
strategic opportunities open to a firm as well as the latitude of individual manage-
rial action. That is why we have encircled the three perspectives of management 

Global Business Context

Strategic Position

Organizational
Design

Individual
Leadership

Figure 1.1 l The Pillars of Management
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in Figure 1.1 a contextual framing. While the context can shape the availability 
and viability of certain opportunities, managers can influence the context through 
a number of actions including their ability to commercialize technology, support or 
oppose government action, and capitalize on demographic movements.

In recent years, the growing importance of globalization and the expanding 
scope of corporate social responsibility have fundamentally impacted the business 
landscape. Chapters 2 and 3 of this opening section of the textbook will provide an 
overview of globalization and corporate responsibility, respectively, and how they 
have shaped the context for business.

In this first chapter, we will discuss how the perspective from which the firm 
is viewed has evolved over the years. As we’ll see, the firm has shifted from ow-
ing a duty only to shareholders to owing a duty to various stakeholders. This view 
of a firm’s purpose has changed as the complexity and turbulence in the market-
place have increased. We’ll also discuss a firm’s external and internal environments 
to demonstrate the various forces and stakeholders that a firm encounters in con-
ducting its business. One thing that should become clear through the reading is 
that managing a firm’s stakeholders and environments is a very difficult task, but 
doing so is critical to building a high-performing organization.3 By responding to 
stakeholder concerns, the manager can drive the firm’s performance and achieve a 
competitive advantage in the marketplace. Failing to understand the complexity of 
various stakeholders can have disastrous consequences, as evidenced by Walmart’s 
attempt to enter the Inglewood, California, market.

Walmart, the world’s largest retailer, has fol-
lowed a trajectory of growth and expansion 

since its inception in the 1960s. Started by the legend-
ary Sam Walton, Walmart’s historical strategy was to 
open stores in semirural markets to provide variety 
and competitive prices 
to customers who previ-
ously relied on a host of 
smaller stores for their 
shopping needs. Through-
out the 1970s and 1980s, 
Walmart expanded ag-
gressively across the 
United States, offering 
the lowest prices in many 
markets. As other retailing 
businesses such as K-Mart 
and Sears fell on hard 
times, Walmart continued 
to post ever-impressive 
results.4

In 2014, the company 
employed over 2.2 million 
people and earned net 

income of $16 billion on  revenues of $476 billion.5 
Over the past two decades, Walmart has changed the 
mix of its retail stores, opening more Supercenters 
that offer  groceries as well as traditional retail offer-
ings (see  Figure 1.2). Despite its growth, Walmart has 

struggled with expansion, 
especially in Vermont and 
California. Though ru-
ral Vermont would seem 
to be a natural fit for 
Walmart, the state has the 
fewest Walmarts per cap-
ita than any other state in 
the country. Several small 
Vermont communities 
have launched aggressive 
anti-Walmart campaigns 
in the state, concerned 
that the company’s pres-
ence will erode the suc-
cess of local retailers and 
irreparably damage the 
charm of the state’s small 
towns.6

Walmart’s Business environment
An
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s

Copyright 2017 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s). 
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



7Chapter 1 Introduction to Management

Walmart faced similar resistance in Califor-
nia. Following its first successful opening of a Su-
percenter in La Quinta, Walmart looked next to a 
market closer to Los Angeles. However, as the com-
pany drafted plans to open a Supercenter in Ingle-
wood, it began to encounter serious opposition 
from the members of the city council, who had at-
tempted to pass legislation in 2002 to prevent stores 
of Walmart’s size from building new units in their 
town. Walmart executives were confused about why 
a town would not want a new commercial enterprise 
that could generate new jobs (estimated at 1,200) 
and additional tax revenue for the city (estimated at 
$5 million annually).

The company also faced typical competitive pres-
sures as it sought to enter this new market. Like many 
markets in the United States, the grocery business 
in California was very competitive, with low gross 
margins prevalent across the industry. The California 
market was dominated by established grocers such 
as Safeway, Albertson’s, and Kroger. Just as the Ingle-
wood proposal hit the headlines, many of Walmart’s 
grocery competitors in California responded to the 
chain’s potential entry with a series of competitive ac-
tions. In many markets, a Walmart entry into the gro-
cery business had resulted in prices dropping 3%–5% 
for certain products. As a result, many of the biggest 
grocery chains in California attempted to lower em-
ployees’ wages and healthcare coverage in an effort 
to remain cost competitive with Walmart.7 As rival 
grocery workers suffered from wage cuts, the United 
Food and Commercial Workers (UFCW) union con-
tinued to put pressure on the Inglewood city council 

to block Walmart’s Supercenter. Many argued that 
Walmart’s arrival would continue to cause wage de-
creases across the city. This was a grim prospect for 
a city that already suffered high unemployment rates 
and lower income levels relative to those in other ar-
eas around Los Angeles.

As Walmart executives watched these events un-
fold, they debated what course of action to take. To 
many, it seemed pointless to take the proposal be-
fore a city council that had made its intentions clear. 
So the company moved forward with its efforts to 
put the proposal to a vote by citizen referendum. 
Critics responded that Walmart would hurt local 
citizens because its wage and healthcare programs 
kept employees below the poverty line. The city of 
Los  Angeles commissioned a study showing that 
Walmart Supercenters destroyed jobs and forced 
competitors to pay lower wages.8 In contrast, a re-
port issued by the Los Angeles County Economic 
Development Corporation and funded by Walmart 
came to opposite conclusions, claiming that house-
holds shopping at Walmart saved on groceries, 
which allowed consumers to spend more on other 
items, in turn leading to job growth.9 In the end, 
voters soundly rejected the initiative and Walmart 
was forced to abandon Inglewood.

Until recently, Walmart faced little if any op-
position to new store openings. Today, it seems as 
though the company encounters resistance at ev-
ery turn when opening new stores. If you were a 
manager at Walmart, how would you have dealt 
with the situation? What could they have done 
differently?

Traditional Walmart Stores versus Supercenters
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 Figure 1.2 l Growth of Supercenters, 1994–2014

Source: Wal-Mart Stores, Inc. annual reports for 1999, 2004, 2010, and 2014.
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Part 1 Setting the Context for Management8

The Walmart case highlights the complexity of managing and leading in today’s 
business environment. Effective management is responsible for more than generat-
ing a profit; management’s job often requires the ability to understand the needs of 
a variety of key constituents including its employees and the broader community. In 
essence, success in the global business environment requires effective management 
and skillful leadership.

MAnAgeMent And LeAderShIP
The distinction between management and leadership is often very subtle. In fact, 
most people use the terms interchangeably when they refer to the operation of a 
business. In a seminal analysis on the difference between managers and leaders, 
John Kotter noted that leaders set a direction for a firm, align people to focus on 
the organization’s vision, and motivate and inspire people (see Figure 1.3).10 Con-
versely, he noted that managers generally focus their efforts on planning and bud-
geting, organizing and staffing resources, and controlling and problem solving.

Management has generally been defined as the act of working with and through 
a group of people to accomplish a desired goal or objective in an efficient and effec-
tive manner. Leadership has been defined as the ability to drive change and innova-
tion through inspiration and motivation. The development and execution of strategy 
requires the skills and expertise of leaders and managers, and both are equally im-
portant to an organization’s success. A vision or direction without a sound plan for 
execution is often merely a dream. The execution of a plan without a vision often 
lacks strategic or competitive advantage.

For instance, at Southwest Airlines, a vision was born when former chief ex-
ecutive officer (CEO) Herb Kelleher learned of a short-haul commuter airline in 

Management
The act of working with and 
through a group of people to 
accomplish a desired goal 
or objective in an  efficient 
and effective manner.

Leadership
The ability to drive change 
and innovation through 
 inspiration and motivation.

Leaders Managers

Set Direction

Align People

Motivate and Inspire

Plan and Budget

Organize and Staff

Control and
Problem Solve

 Figure 1.3 l The Roles of Leaders versus Managers
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California that flew passengers over shorter distances than did major airlines. Kelle-
her surmised that many travelers were tired of driving long distances (between 500 
and 1,000 miles) because the available flights were too expensive or not frequent 
enough. Kelleher’s vision was to get passengers to trade their car trips for short 
flights. This vision of air travel competing with car travel differed greatly from the 
vision promoted by the major airlines that were more focused on long-distance 
flights. While Kelleher set forth the vision of the firm, his management team was able 
to execute it with precision and accuracy. They did so by organizing the resources 
of the company to focus on efficiency, consistency, speed, and cost-effectiveness.11

To be successful, organizations need to develop and nurture managers and lead-
ers at all levels, not just at the top. In fact, organizations often evolve and innovate 
based on the suggestions and input of individuals who are several levels below the 
CEO.12 The skills required for success in business are often different depending on 
a person’s level and responsibilities in the organization.13 While technical skills are 
very important early on, they tend to take a back seat to more strategic abilities as 
an individual advances in an organization. For instance, frontline supervisors must 
often focus on technical or process issues to ensure that operations are running 
smoothly, and new entry-level employees are often tasked with specific operational 
roles that require a certain level of proficiency and skills. While it is true that leader-
ship skills become more critical as you move up in an organization, it is important 
to note that leadership is not just the monopoly of top management, and most or-
ganizations today expect even their lower-level managers to operate and think like 
leaders.

As individuals move up in an organization, they have to focus on managerial 
tasks such as financial reporting, planning, recruiting talent, and resource alloca-
tion. While technical skills are still important, middle-level managers sometimes 
have to spend more time applying their leadership skills such as motivating and 
developing teams while at the same time using managerial skills such as working 
with senior executives to provide analysis for the development or refinement of the 
organization’s strategy.

And still higher up, senior executives are expected to set the vision and agenda 
for the organization as well as oversee strategic execution. They must balance short 
and long-term expectations while planning for certain expected and unexpected 
contingencies. To do so, they must leverage both leadership and management skills. 
If they lack one or the other they must ensure that someone with complementary 
skills is there to support them. To secure buy-in and support in the organization, 
senior leaders need to rely on strong communication and interpersonal skills.14 The 
ability to think conceptually is vitally important at this level (see Figure 1.4).15

While an individual’s abilities must transform as they go higher in an organiza-
tion, it is important to note that each person can have a very unique style and still 
be successful. Some leaders are extroverted, while others make decisions by listening 
to their inner voice. Some are quick and impulsive, while others are cautious and 
take longer to make a decision. Some leaders are vain, some are humble. According 
to Peter Drucker, an effective leader is not someone who uses a specific leadership 
style; he or she is someone whose style enables him or her to obtain results.16

Technical, interpersonal, and conceptual skills are important and relevant for all 
individuals regardless of their place in the organization. The key difference is the level 
of intensity of each skill.17 Conceptual skills consume more of a top executive’s time, 
while technical skills are more important for new employees and frontline supervi-
sors. This breakdown of skills is applicable to business and nonbusiness settings. Think 
about a soccer team. The players are focused on exercising their technical skills to the 
best of their abilities. They need to work as members of a team, and they need to know 
the team’s plays (or strategies) but the players’ primary concern is their own skills. The 
coaches are also focused on skills by providing instruction and training, but they must 
ensure that individual players work as a team. Coaches set strategy and create plays 
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