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whosharejobs.Asamanager,you’llneedtorecognizehowtheseworkarrangementsaffecttheway

youplan,organize,lead,andcontrol.Thiswholeissueofflexibleworkarrangementshasbecomeso

prevalentandpartofhowworkisdoneinorganizations.

ASSESSINGENVIRONMENTALUNCERTAINTY

Anotherconstraintposedbyexternalenvironmentsistheamountofuncertaintyfoundinthat

environment,whichcanaffectorganizationaloutcomes.Environmentaluncertaintyreferstothe

degreeofchangeandcomplexityinanorganization’senvironment.

Thefirstdimensionofuncertaintyisthedegreeofchange.Ifthecomponentsinanorganization’s

environmentchangefrequently,it’sadynamicenvironment.Ifchangeisminimal,it’sastableone.A

stableenvironmentmightbeonewithnonewcompetitors,fewtechnologicalbreakthroughsby

currentcompetitors,littleactivitybypressuregroupstoinfluencetheorganization,andsoforth.For

instance,ZippoManufacturing,bestknownforitsZippolighters,facesarelativelystable

environment,withfewcompetitorsandlittletechnologicalchange.Themainexternalconcernfor

thecompanyisprobablythedecliningnumbersoftobaccosmokers,althoughthecompany’slighters

haveotherusesandglobalmarketsremainattractive.

Theotherdimensionofuncertaintydescribesthedegreeofenvironmentalcomplexity,whichlooks

atthenumberofcomponentsinanorganization’senvironmentandtheextentoftheknowledge

thattheorganizationhasaboutthosecomponents.Anorganizationwithfewercompetitors,

customers,suppliers,governmentagencies,andsoforthfacesalesscomplexanduncertain

environment.

MANAGINGSTAKEHOLDERRELATIONSHIPS

Stakeholdersareanyconstituenciesintheorganization’senvironmentthatare affectedbyan

organization’sdecisionsandactions.Thesegroupshaveastakeinoraresignificantlyinfluencedby

whattheorganizationdoes.Inturn,thesegroupscaninfluencetheorganization.Forexample,think

ofthegroupsthatmightbeaffectedbythedecisionsandactionsofStarbucks—coffeebeanfarmers,

employees,specialtycoffeecompetitors,localcommunities,andsoforth.Someofthese

stakeholdersalso,inturn,mayinfluencedecisionsandactionsofStarbucks’managers.Theideathat

organizationshavestakeholdersisnowwidelyacceptedbybothmanagementacademicsand

practicingmanagers.

Notethatthesestakeholdersincludeinternalandexternalgroups.Why?Becausebothcanaffect

whatanorganizationdoesandhowitoperates.

Whyshouldmanagersevencareaboutmanagingstakeholderrelationships?Foronething,itcan

leadtodesirableorganizationaloutcomessuchasimprovedpredictabilityofenvironmentalchanges,

moresuccessfulinnovations,greaterdegreeoftrustamongstakeholders,andgreaterorganizational

flexibilitytoreducetheimpactofchange.Butdoesitaffectorganizationalperformance?Theanswer

isyes!Managementresearcherswhohavelookedatthisissuearefindingthatmanagersofhigh-

performingcompaniestendtoconsidertheinterestsofallmajorstakeholdergroupsastheymake

decisions.

Anotherreasonformanagingexternalstakeholderrelationshipsisthatit’sthe“right”thingtodo.
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Becauseanorganizationdependsontheseexternalgroupsassourcesofinputs(resources)andas

outletsforoutput.

ORGANISATIONALCULTURE

Inmostorganizations,thesesharedvaluesandpracticeshaveevolvedovertimeanddetermine,toa

largeextent,how“thingsaredonearoundhere.”Ourdefinitionofcultureimpliesthreethings.First,

cultureisaperception.It’snotsomethingthatcanbephysicallytouchedorseen,butemployees

perceiveitonthebasisofwhattheyexperiencewithintheorganization.Second,organizational

cultureisdescriptive.It’sconcernedwithhowmembersperceivethecultureanddescribeit,not

withwhethertheylikeit.Finally,eventhoughindividualsmayhavedifferentbackgroundsorworkat

differentorganizationallevels,theytendtodescribetheorganization’scultureinsimilarterms.

That’sthesharedaspectofculture.

HOWEMPLOYEESLEARNCULTURE

Employees“learn”anorganization’scultureinanumberofways.Themostcommonarestories,

rituals,materialsymbols,andlanguage.

STORIESOrganizational“stories”typicallycontainanarrativeofsignificanteventsorpeople

includingsuchthingsastheorganization’sfounders,rulebreaking,reactionstopastmistakes,and

soforth.ManagersatSouthwestAirlinestellstoriescelebratingemployeeswhoperformheroically

forcustomers.Suchstorieshelpconveywhat’simportantandprovideexamplesthatpeoplecan

learnfrom.At3MCompany,theproductinnovationstoriesarelegendary.There’sthestoryabout

the3M scientistwhospilledchemicalsonhertennisshoeandcameupwithScotchgard.Then,

there’sthestoryaboutArtFry,a3Mresearcher,whowantedabetterwaytomarkthepagesofhis

churchhymnalandinventedthePost-ItNote.Thesestoriesreflectwhatmade3Mgreatandwhatit

willtaketocontinuethatsuccess.Tohelpemployeeslearntheculture,organizationalstoriesanchor

thepresentinthepast,provideexplanationsandlegitimacyforcurrentpractices,exemplifywhatis

importanttotheorganization,andprovidecompellingpicturesofanorganization’sgoals.

RITUALSIntheearlydaysofFacebook,founderMarkZuckerberghadanartistpaintamuralat

companyheadquartersshowingchildrentakingovertheworldwithlaptops.Also,hewouldend

employeemeetingsbypumpinghisfistintheairandleadingemployeesinachantof“domination.”

Althoughthecheeringritualwasintendedtobesomethingsimplyfun,othercompanyexecutives

suggestedhedropitbecauseitmadehimseemsillyandtheyfearedthatcompetitorsmightciteit

asevidenceofmonopolisticgoals.That’sthepowerthatritualscanhaveinshapingwhatemployees

believeisimportant.Corporateritualsarerepetitivesequencesofactivitiesthatexpressand

reinforcetheimportantvaluesandgoalsoftheorganization.Oneofthebest-knowncorporate

ritualsisMaryKayCosmetics’annualawardsceremonyforitssalesrepresentatives.Lookinglikea

crossbetweenacircusandaMissAmericapageant,theceremonytakesplaceinalargeauditorium,

onastageinfrontofalarge,cheeringaudience,withalltheparticipantsdressedinglamorous

eveningclothes.Salespeoplearerewardedforsalesgoalachievementswithanarrayofexpensive

giftsincludinggoldanddiamondpins,furs,andpinkCadillacs.This“show”actsasamotivatorby

publiclyacknowledgingoutstandingsalesperformance.Inaddition,theritualaspectreinforceslate

founderMaryKay’sdeterminationandoptimism,whichenabledhertoovercomepersonal

hardships,startherowncompany,andachievematerialsuccess.Itconveystohersalespeoplethat

reachingtheirsalesgoalsisimportantandthroughhardworkandencouragement,theytoocan

achievesuccess.ThecontagiousenthusiasmandexcitementofMaryKaysalesrepresentativesmake

itobviousthatthisannual“ritual”playsasignificantroleinestablishingdesiredlevelsofmotivation
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ENCOURAGINGETHICALBEHAVIOUR

EMPLOYEESELECTION

Theselectionprocess(interviews,tests,backgroundchecks,andsoforth)shouldbeviewedasan

opportunitytolearnaboutanindividual’slevelofmoraldevelopment,personalvalues,egostrength,

andlocusofcontrol.However,acarefullydesignedselectionprocessisn’tfoolproofand,evenunder

thebestcircumstances,individualswithquestionablestandardsofrightandwrongmaybehired.

Suchanissuecanbeovercomeifotherethicscontrolsareinplace.

CODESOFETHICSANDDECISIONRULES

GeorgeDavid,formerCEOandchairmanofHartford,Connecticut-basedUnitedTechnologies

Corporation,believedinthepowerofacodeofethics.That’swhyUTChasalwayshadonethatwas

quiteexplicitanddetailed.Employeesknowthebehavioralexpectations,especiallywhenitcomes

toethics.UBSAG,theSwissbank,alsohasanexplicitemployeecodecraftedbyCEOOswaldGrübel

thatbansstafffromhelpingclientscheatontheirtaxes.However,notallorganizationshavesuch

explicitethicalguidelines.

LEADERSHIP

In2007,PeterLöscherwashiredasCEOofGermancompanySiemenstocleanupaglobalbribery

scandalthatcostthecompanyarecord-setting$1.34billioninfines.Hisapproach:“Sticktoyour

principles.Haveaclearethicalnorth.Betrustedandbetherolemodelofyourcompany...true

leadershaveasetofcorevaluestheypubliclycommittoandlivebyingoodtimesandbad.”Doing

businessethicallyrequiresacommitmentfromtopmanagers.Why?Becausethey’retheoneswho

upholdthesharedvaluesandsettheculturaltone.They’rerolemodelsintermsofbothwordsand

actions,thoughwhattheydoisfarmoreimportantthanwhattheysay.Iftopmanagers,forexample,

takecompanyresourcesfortheirpersonaluse,inflatetheirexpenseaccounts,orgivefavored

treatmenttofriends,theyimplythatsuchbehaviorisacceptableforallemployees.

JOBGOALSANDPERFORMANCEAPPRAISAL

EmployeesinthreeInternalRevenueServiceofficeswerefoundinthebathroomsflushingtax

returnsandotherrelateddocumentsdownthetoilets.Whenquestioned,theyopenlyadmitted

doingit,butofferedaninterestingexplanationfortheirbehavior.Theemployees’supervisorshad

beenpressuringthem tocompletemoreworkinlesstime.Ifthepilesoftaxreturnsweren’t

processedandmovedofftheirdesksmorequickly,theyweretoldtheirperformancereviewsand

salaryraiseswouldbeadverselyaffected.Frustratedbyfewresources

ETHICSTRAINING

Moreorganizationsaresettingupseminars,workshops,andsimilarethicstrainingprogramsto

encourageethicalbehavior.Suchtrainingprogramsaren’twithoutcontroversyastheprimary

concerniswhetherethicscanbetaught.Criticsstressthattheeffortispointlessbecausepeople

establishtheirindividualvaluesystemswhenthey’reyoung.Proponentsnote,however,several

studieshaveshownthatvaluescanbelearnedafterearlychildhood.Inaddition,theyciteevidence

thatshowsthatteachingethicalproblem solvingcanmakeanactualdifferenceinethical

behaviors;64thattraininghasincreasedindividuals’levelofmoraldevelopmentandthat,ifnothing

else,ethicstrainingincreasesawarenessofethicalissuesinbusiness.Howcanethicsbetaught?

Let’slookatanexampleinvolvingglobaldefensecontractorLockheedMartin,oneofthepioneersin
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CHAPTERSIX

MANAGINGCHANGEANDINNOVATION

TwoViewsoftheChangeProcessTwoverydifferentmetaphorscanbeusedtodescribethechange

process.Onemetaphorenvisionstheorganizationasalargeshipcrossingacalmsea.Theship’s

captainandcrewknowexactlywherethey’regoingbecausethey’vemadethetripmanytimes

before.Changecomesintheformofanoccasionalstorm,abriefdistractioninanotherwisecalm

andpredictabletrip.

THECALMWATERSMETAPHOR

Atonetime,thecalmwatersmetaphorwasfairlydescriptiveofthesituationthatmanagersfaced.

It’sbestdiscussedusingKurtLewin’sthree-stepchangeprocess.AccordingtoLewin,successful

changecanbeplannedandrequiresunfreezingthestatusquo,changingtoanewstate,and

refreezingtomakethechangepermanent.Thestatusquoisconsideredequilibrium.Tomoveaway

fromthisequilibrium,unfreezingisnecessary.Unfreezingcanbethoughtofaspreparingforthe

neededchange.Itcanbedonebyincreasingthedrivingforces,whichareforcespushingforchange;

bydecreasingtherestrainingforces,whichareforcesthatresistchange;orbycombiningthetwo

approaches.

TYPESOFORGANISATIONALCHANGE

WhatIsOrganizationalChange?Mostmanagers,atonepointoranother,willhavetochangesome

thingsintheirworkplace.Weclassifythesechangesasorganizationalchange,whichisanyalteration

ofpeople,structure,ortechnology.Organizationalchangesoftenneedsomeonetoactasacatalyst

andassumetheresponsibilityformanagingthechangeprocess—thatis,achangeagent.Change

agentscanbeamanagerwithintheorganization,butcouldbeanonmanager—forexample,a

changespecialistfromtheHRdepartmentorevenanoutsideconsultant.Formajorchanges,an

organizationoftenhiresoutsideconsultantstoprovideadviceandassistance.

TYPESOFCHANGE

CHANGINGSTRUCTURE.Changesintheexternalenvironmentorinorganizationalstrategiesoften

leadtochangesintheorganizationalstructure.Becauseanorganization’sstructureisdefinedby

how workgetsdoneandwhodoesit,managerscanalteroneorbothofthesestructural

components.Forinstance,departmentalresponsibilitiescouldbecombined,organizationallevels

eliminated,orthenumberofpersonsamanagersupervisescouldbeincreased.Morerulesand

procedurescouldbeimplementedtoincreasestandardization.Oremployeescouldbeempowered

tomakedecisionssodecisionmakingcouldbefaster

CHANGINGTECHNOLOGY

Managerscanalsochangethetechnologyusedtoconvertinputsintooutputs.Mostearly

managementstudiesdealtwithchangingtechnology.Forinstance,scientificmanagement

techniquesinvolvedimplementingchangesthatwouldincreaseproductionefficiency.Today,

technologicalchangesusuallyinvolvetheintroductionofnew equipment,tools,ormethods;

automation;orcomputerization.

CHANGINGPEOPLE

Changingpeopleinvolveschangingattitudes,expectations,perceptions,andbehaviors,something
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TypesofPlans

Themostpopularwaystodescribeorganizationalplansarebreadth(strategicversusoperational),

timeframe(shorttermversuslongterm),specificity(directionalversusspecific),andfrequencyof

use(singleuseversusstanding).Thatis,strategicplansareusuallylongterm,directional,andsingle

usewhereasoperationalplansareusuallyshortterm,specific,andstanding.

Strategicplanning:

Strategicplanningareplansthatapplytotheentireorganizationandestablishtheorganization’s

overallgoalsandseektopositiontheorganizationintermsofitsenvironment.Strategicplanis

broad

OperationalPlanning

Planthatencompassaparticularoperationalareaoftheorganization.Itplansarenarrowandtends

tocovershortertimeperiod.

Long-termPlan

Wedefinelong-termplansasthosewithatimeframebeyondthreeyears.

Short-termPlan

Planscoveroneyearorless.Anytimeperiodinbetweenwouldbeanintermediateplan.Although

thesetimeclassificationsarefairlycommon,anorganizationcanuseanyplanningtimeframeit

wants.

Specificplans

Itwouldbepreferabletodirectional

andhaveclearlydefinedobjective.Aspecificplanstatesitsobjectivesinawaythateliminates

ambiguityandproblemswithmisunderstanding.Forexample,amanagerwhoseekstoincreasehis

orherunit’sworkoutputby8percentoveragiven12-monthperiodmightestablishspecific

procedures,budgetallocations,andschedulesofactivitiestoreachthatgoal.

However,whenuncertaintyishighandmanagersmustbeflexibleinordertorespondtounexpected

changes,directionalplansarepreferable.

Directionalplans

Theseareflexibleplansthatsetoutgeneralguidelines.Theyprovidefocusbutdon’tlockmanagers

intospecificgoalsorcoursesofaction.Forexample,SylviaRhone,presidentofMotownRecords,

saidshehasasimplegoal—to“signgreatartists.”11Soinsteadofcreatingaspecificplantoproduce

andmarket10albumsfromnewartiststhisyear,shemightformulateadirectionalplantousea

networkofpeoplearoundtheworldtoalerthertonewandpromisingtalentsoshecanincreasethe

numberofnewartistsshehasundercontract.Keepinmind,however,thattheflexibilityof

directionalplansmustbeweighedagainstthelackofclarityofspecificplans.

Singleplan

Asingle-useplanisaone-timeplanspecificallydesignedtomeettheneedsofauniquesituation.In
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recommendingapatientbedischarged.EmployeeteamsatLockheedMartin’sNewYorkfacility

custom buildcomplexproductssuchasground-basedradarsystemsusingcontinuousquality

improvementtechniques.ThesixpeopleintheSkinnyImprovgroupinSpringfield,Missouri,

performtheiruniquebrandofcomedyeveryweekendinadowntownvenue.Eachofthesegroups

hasadifferenttypeoftasktoaccomplish.Asthegroupperformance/satisfactionmodelshows,the

impactthatgroupprocesseshaveongroupperformanceandmembersatisfactionismodifiedbythe

taskthegroupisdoing.Morespecifically,it’sthecomplexityandinterdependenceoftasksthat

influenceagroup’seffectiveness.Tasksareeithersimpleorcomplex.Simpletasksareroutineand

standardized.Complextaskstendtobenovelornonroutine.Itappearsthatthemorecomplexthe

task,themoreagroupbenefitsfromgroupdiscussionaboutalternativeworkmethods.Group

membersdon’tneedtodiscusssuchalternativesforasimpletask,butcanrelyonstandard

operatingprocedures.Similarly,ahighdegreeofinterdependenceamongthetasksthatgroup

membersmuconflicttobeproductive,itmustbeminimal.Otherwise,intenseargumentsoverwho

shoulddowhatmaybecomedysfunctionalandcanleadtouncertaintyabouttaskassignments,

increasethetimetocompletetasks,andresultinmembersworkingatcrosspurposes.However,a

low-to-moderateleveloftaskconflictconsistentlyhasapositiveeffectongroupperformance

becauseitstimulatesdiscussionofideasthathelpgroupsbeperformmeansthey’llneedtointeract

more.Thus,effectivecommunicationandcontrolledconflictaremostrelevanttogroup

performancewhentasksarecomplexandinterdependent.

WhatIsaWorkTeam?

workteamsaregroupswhosemembersworkintenselyonaspecific,commongoalusingtheir

positivesynergy,individualandmutualaccountability,andcomplementaryskills.

CreatingEffectiveWorkTeams:

CLEARGOALS:High-performanceteamshaveaclearunderstandingofthegoaltobeachieved.

Membersarecommittedtotheteam’sgoals,knowwhatthey’reexpectedtoaccomplish,and

understandhowtheywillworktogethertoachievethesegoals.

RELEVANTSKILLS:Effectiveteamsarecomposedofcompetentindividualswhohavethenecessary

technicalandinterpersonalskillstoachievethedesiredgoalswhileworkingwelltogether.Thislast

pointisimportantbecausenoteveryonewhoistechnicallycompetenthastheinterpersonalskillsto

workwellasateammember.

MUTUALTRUST:Effectiveteamsarecharacterizedbyhighmutualtrustamongmembers.Thatis,

membersbelieveineachother’sability,character,andintegrity.Butasyouprobablyknowfrom

personalrelationships,trustisfragile.Maintainingthistrustrequirescarefulattentionbymanagers.

UNIFIEDCOMMITMENT:Unifiedcommitmentischaracterizedbydedicationtotheteam’sgoalsand

awillingnesstoexpendextraordinaryamountsofenergytoachievethem.Membersofaneffective

teamexhibitintenseloyaltyanddedicationtotheteamandarewillingtodowhateverittakesto

helptheirteamsucceed.

GOOD COMMUNICATION:Not surprisingly,effective teams are characterized by good

communication.Membersconveymessages,verballyandnonverbally,betweeneachotherinways

thatarereadilyandclearlyunderstood.Also,feedbackhelpsguideteammembersandcorrect

misunderstandings.Likeacouplewhohasbeentogetherformanyyears,membersofhigh-

performingteamsareabletoquicklyandefficientlyshareideasandfeelings.
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NEGOTIATINGSKILLS:Effectiveteamsarecontinuallymakingadjustmentstowhomdoeswhat.This

flexibilityrequiresteammemberstopossessnegotiatingskills.Becauseproblemsandrelationships

regularlychangewithinteams,membersneedtobeabletoconfrontandreconciledifferences.

ManagingGlobalTeams:

Twocharacteristicsoftoday’sorganizationsareobvious:They’reglobalandworkisincreasingly

donebyteams.Thesetwoaspectsmeanthatanymanagerislikelytohavetomanageaglobalteam.

Whatdoweknowaboutmanagingglobalteams?Weknowtherearebothdrawbacksandbenefits

inusingglobalteams.Usingourgroupmodelasaframework,wecanseesomeoftheissues

associatedwithmanagingglobalteams.

GROUPSTRUCTURE:

Someofthestructuralareaswhereweseedifferencesinmanagingglobalteamsincludeconformity,

status,socialloafing,andcohesiveness.Areconformityfindingsgeneralizableacrosscultures?

ResearchsuggeststhatAsch’sfindingsareculture-bound.Forinstance,asmightbeexpected,

conformitytosocialnormstendstobehigherincollectivisticculturesthaninindividualisticcultures.

Despitethistendency,however,groupthinktendstobelessofaprobleminglobalteamsbecause

membersarelesslikelytofeelpressuredtoconformtotheideas,conclusions,anddecisionsofthe

group.

GROUPPROCESSES:

Theprocessesthatglobalteamsusetodotheirworkcanbeparticularlychallengingformanagers.

Foronething,communicationissuesoftenarisebecausenotallteammembersmaybefluentinthe

team’sworkinglanguage.Thiscanleadtoinaccuracies,misunderstandings,andinefficiencies.

However,researchalsohasshownthatamulticulturalglobalteamisbetterabletocapitalizeonthe

diversityofideasrepresentedifawiderangeofinformationisused.Managingconflictinglobal

teamsisn’teasy,especiallywhenthoseteamsarevirtualteams.Conflictcaninterferewithhow

informationisusedbytheteam.However,researchshowsthatincollectivisticcultures,a

collaborativeconflictmanagementstylecanbemosteffective.

UnderstandingSocialNetworks:

Wecan’tleavethischapteronmanagingteamswithoutlookingatthepatternsofinformal

connectionsamongindividualswithingroups—thatis,atthesocialnetworkstructure.Whatactually

happenswithingroups?Howdogroupmembersrelatetoeachotherandhowdoesworkgetdone?

Managersneedtounderstandthesocialnetworksandsocialrelationshipsofworkgroups.Why?

Becauseagroup’sinformalsocialrelationshipscanhelporhinderitseffectiveness.Forinstance,

researchonsocialnetworkshasshownthatwhenpeopleneedhelpgettingajobdone,they’ll

chooseafriendlycolleagueoversomeonewhomaybemorecapable.Anotherrecentreviewof

team studiesshowedthatteamswithhighlevelsofinterpersonalinterconnectednessactually

attainedtheirgoalsbetterandweremorecommittedtostayingtogether.Organizationsare

recognizingthepracticalbenefitsofknowingthesocialnetworkswithinteams.Forinstance,when

KenLoughridge,anITmanagerwithMWHGlobal,wastransferredfromCheshire,England,toNew

Zealand,hehada“map”oftheinformalrelationshipsandconnectionsamongcompanyIT

employees.Thismaphadbeencreatedafewmonthsbeforeusingtheresultsofasurveythatasked

employeeswhothey“consultedmostfrequently,whotheyturnedtoforexpertise,andwhoeither

boostedordrainedtheirenergylevels.”Notonlydidthismaphelphim.
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 Doublestandardsintermsofpolicies,procedures,andtrainingopportunitiesformanagers

andemployees.

 Unresolved grievancesbecausetheorganization providesno mechanismsoronly

adversarialonesforresolvingthem;dysfunctionalindividualsmaybeprotectedorignored

becauseoflong-standingrules,unioncontractprovisions,orreluctancetotakecareof

problems.

 Emotionallytroubledemployeesandnoattemptbymanagerstogethelpforthesepeople.

 Faultyorunsafeequipmentordeficienttraining,whichkeepsemployeesfrombeingableto

workefficientlyoreffectively.

 Hazardousworkenvironmentintermsoftemperature,airquality,repetitivemotions,

overcrowdedspaces,noiselevels,excessiveovertime,andsoforth.

CORPORATEGOVERNANCE

Corporategovernance,thesystemusedtogovernacorporationsothattheinterestsofcorporate

ownersareprotected,failedabysmallyatEnron,asithasatmanycompaniescaughtinfinancial

scandals.Intheaftermathofthesescandals,corporategovernancehasbeenreformed.Twoareas

wherereformhastakenplacearetheroleofboardofdirectorsandfinancialreporting

THEROLEOFBOARDSOFDIRECTORS:

Theoriginalpurposeofaboardofdirectorswastohaveagroup,independentfrommanagement,

lookingoutfortheinterestsofshareholderswhowerenotinvolvedintheday-to-daymanagement

oftheorganization.However,itdidn’talwaysworkthatway.Boardmembersoftenenjoyedacozy

relationshipwithmanagersinwhicheachtookcareoftheother.Thistypeof“quidproquo”

arrangementhaschanged.

FINANCIALREPORTINGANDTHEAUDITCOMMITTEE:

Infulfillingtheirfinancialreportingresponsibilities,managersmightwanttofollowtheprinciples

alsodevelopedbytheresearchersattheCorporateGovernanceCenter
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CHAPTERNINETEEN

MANAGINGOPERATIONS

Whatisoperationsmanagement?

Thetermreferstothetransformationprocessthatconvertsresourcesintofinishedgoodsand

services.Thesystem takesininputs—people,technology,capital,equipment,materials,and

information—andtransformsthemthroughvariousprocesses,procedures,workactivities,andso

forthintofinishedgoodsandservices.Becauseeveryunitinanorganizationproducessomething,

managersneedtobefamiliarwithoperationsmanagementconceptsinordertoachievegoals

efficientlyandeffectively.Operationsmanagementisimportanttoorganizationsandmanagersfor

threereasons:(1)Itencompassesbothservicesandmanufacturing;(2)it’simportantineffectively

andefficientlymanagingproductivity;and(3)itplaysastrategicroleinanorganization’s

competitivesuccess.

Operationsmanagementisimportanttoorganizationsandmanagersforthreereasons:

 Itencompassesbothservicesandmanufacturing

 it’simportantineffectivelyandefficientlymanagingproductivity

 itplaysastrategicroleinanorganization’scompetitivesuccess.

WhatIsValueChainManagement?

Everyorganizationneedscustomersifit’sgoingtosurviveandprosper.Evenanot-forprofit

organizationmusthave“customers”whouseitsservicesorpurchaseitsproducts.Customerswant

sometypeofvaluefromthegoodsandservicestheypurchaseoruse,andthesecustomersdecide

whathasvalue.Organizationsmustprovidethatvaluetoattractandkeepcustomers.Valueis

definedastheperformancecharacteristics,features,andattributes,andanyotheraspectsofgoods

andservicesforwhichcustomersarewillingtogiveupresources.

GoalofValueChainManagement:

Whohasthepowerinthevaluechain?Isitthesuppliersprovidingneededresourcesandmaterials?

Afterall,theyhavetheabilitytodictatepricesandquality.Isitthemanufacturerwhoassembles

thoseresourcesintoavaluableproductorservice?Theircontributionincreatingaproductor

serviceisquiteobvious.Isitthedistributorthatmakessuretheproductorserviceisavailablewhere

andwhenthecustomerneedsit?Actually,it’snoneofthese!Invaluechainmanagement,ultimately

customersaretheoneswithpower.They’retheoneswhodefinewhatvalueisandhowit’screated

andprovided.Usingvaluechainmanagement,managershopetofindthatuniquecombinationthat

offerscustomerssolutionstotrulymeettheiruniqueneedsincrediblyfastandatapricethatcan’t

bematchedbycompetitors.

BenefitsofValueChainManagement:

Collaboratingwithexternalandinternalpartnersincreatingandmanagingasuccessfulvaluechain

strategyrequiressignificantinvestmentsintime,energy,andotherresources,andaserious

commitmentbyallchainpartners.Giventhesedemands,whywouldmanagerseverchooseto

implementvaluechainmanagement?Asurveyofmanufacturersnotedfourprimarybenefitsof
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