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Part 1 Management Concepts

negative effects, however, Possibl threats to a merger of two companies include a clash
of corporate cultures, as described in Chapter 8 and the loss o jobs and competition.

Synergy usually oceurs when organizations and their subsystems interact with out-
siders—subsystems or entire systems. This is one reason why companies form partner-
ships and invite outsiders to evaluate their operations or products and services. Since
its founding, many of P&G's products have been the result of astute salespeople sensing
customers’ needs and responding to customer recommendations. P&G's employees
add synergy 1o its efforts at new process and product design by sharing the results of
their research.

At P&G, package design, product development, manufacturing, and marketing are
like fingers of a hand. If they're not i sync,the task won' get done smoorlly: For ex-
ample, take a Pringles potato chip. The shape of the chip i determined,in part, by its
cylindrical container, which has o be designed o the snack won't break between when
it's made and when the can is opened by the hungry consumer. In addition, package
designers need to incorporate in the artwork color, shapes, logo, and other elemens
preferred by customers based on marketing surveys. Manufacturing has to stay on
top of alldevelopment work; since it will have to make the chip an the packaging.”

Assessment According to systems theory, the components of an enterprise interact to
create synergy that can benefit each component and the whole. The systems approach
encourages managers 10 view their organizations holistically—to envision workers,
groups, and tasks as interrelated parts of an organic whole. This integrated approach
requires information systems that can provide managers at every level with enough
accurate and timely input to failitate sound decisions. Such a situation brings Henri
Fayol's principles—unity of command, unity of direction and harmony—to mind.
Keeping people focused on the objectives to be achieved is the manager's most import-
ant task. When everyone works together toward a goal o which they are all committed,
synergy results.

“The systems view has led managers to think about quality (defined in Chapter
1) as a concept affected by cach action of every employee and every unit. The result
has been a commitment by all employees of an organization, begining at the top, to
focus their energies on meeting or excceding the organization's internal and external
customers’ needs. Fear can beset managers when they consider just how complex and
connected their organizations'subsystems are. Thisfear can lead to paralysis. Managers
may become overly cautious and refuse t0 act until they have contacted every possible
source, conducted exhaustive analysis and asked for reviews from upper management.
“The time constraints and conditions of business seldom allow such luuries.

CONTINGENCY MANAGEMENT THEORY

“The contingency school is based on the premise that managers’ preferred actions or
approaches depend on the variables of the stuations they face. Adherents of the school
seck the most effective way to deal with any situation or problem, recognizing that each
situation encountered, although possibly similar to others in the past, possesses unique
characteristics.

Managers holding the contingency view feel free to draw on all past theories in
attempting to analyze and solve problems. The true contingency approach is integra-
tive. During 2 typical day, a manager may have to use behavioral approaches to soothe

Explain the

contributions of
the contingency
school of
‘management
thought
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a subordinate’s hurt feclings, apply management science to program production for a
new assembly and use classical scientific tools to study an assembly operation to deter-
‘mine where it can be improved.

Adherents of the contingency school recognize that a human resource manager
at Citibank may need to analyze a job applicants interview and test results differently
than would a human resource manager at First National of Chicago. Both managers
have differing systems, nceds and experiences; the contingency school maintains that
their choices should reflect those differences s well as the unique characteristics and
histories of the job applicants.

‘The contingency theory can be summarized as an “it all depends” device. Right
and proper conduct under one set of circumstances may fail utterly under another
set. Since 1o two problems possess identical details and circumstances, neither should
any two solutions. Several solutions and approaches may be possible and might yield
equally good result. Supporters of the contingency theory would acknowledge that
‘many roads lead to a cty from several directions; they would also sress that the route
that appears the shortest might not be the best choice if it is undergoing repairs.

‘The contingency theory tells managers to look to their experiences and the past and
10 consider many options before choosing the course of action. It encourages managers
0 stay flexble and to consider alternatives and fallback positions when defining and
attacking problems. The theory also tlls them that intelligent choices come only from
adequate preliminary rescarch.

Assessment The contingency theory applics to any organization and to managers
who face change. The purchase of one company by another is an example o significant
change. By using the contingency approach, top managers of the purchasing company
‘may discover that they need to learn or embrace the methods of the purchased com-
pany. If the theory works asits supporters predict,they will make the discovery before
imposing inappropriate methods on the acquired firm.

‘The contingency theory requires managers to know the history of management
thought, Managers must be familiar with the tried and true principles and practices
that have provided benefits in the past but not be bound to mindlessly repeat them.
Contingency thinking tells managers to try the new, to experiment—to think “outside
the box” of the past—until they find the right means. It also encourages managers to
stay flexible; to consider alternatives and fallback positions when attempting to solve
problems, meet challenges, or take advantage of opportunities (regardless of where in
the world they arise) within a framework of both the law and ethics. The diversity in
‘most of today's organizations helps to guaranee that additional and unique perspec-
tives will be brought to bear on problem solving when it is truly valued. Contingency
theory, along with those theories previously discussed, has led managers to the most
recent theory of management thought: quality management.

Explain the

- QUALITY MANAGEMENT THEORY
the qualty school  After World War I, the United States emerged as the leading industrial power. During
ofmanagement the first 50 years of the last century, American companies in such major industries as
thought electronics,textles, automobiles and stel supplied most of the world's consumer and

industrial products. If it wasn't produced by U.S. manufacturers, i cither wasn't avail-
able orit wasn't as good.
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labor, portrayed workers in industry as being lazy and needing to be coerced, con-
trolled, and directed. The second described people as McGregor thought them to be:
responsible; willing to learn; and, given the proper incentives, inherently motivated to
exercise ingenuity and creativity. McGregor believed that the traditional way of treat-
ing people—regarding them as unthinking, uncaring robots—must change. Indeed,
McGregor sressed that only by changing these assumptions could managers tap into
workers'vast talents. What mattered, he emphasized, was how people were treated and
valued in their work settings. McGregor told managers that if they gave employces a
chance to contribute and to take control and responsibilty, they would do so.'*

Assessment The behavioral management school brought the human dimension of
work firmly into the mainstream of management thought. The results continue today.
Many managers work hard to discover what employees want from work; how to enlist
their cooperation and commitment; and how to unleash their talents, energy, and
creativity. The behaviorists integrated, for the first time, ideas from sociology, anthro-
pology, and psychology with management theory.

One result of the behavioral school was the creation of positions for professional
human resource managers. Behavioral management theory effectively paved the way
for modern-day employee-assistance programs, such as substance-abuse intervention
and day care for children, and innovations in communication involving subordinates
and peers, individually and collectively.

“The major limitation of behavioral management theory isits complexity. It does
not yield quick or simple conclusions, and it does not conclusively explain or predict
the actions of individuals or groups. Most managers, not being trained social scintists,
have a difficult time using the vast amount of information provided by the social
sciences,as the behavioral school says managers should do. Behavioral theory becomes
even more complicated i light of the facts that people are motivated by more than one:
need at any given time and that they must constantly reconcile conflicting demands.
No simple formaulas can always motivate all individuals in the workplace. What's more,
people’s needs change with time, making the same person tough to manage one day
anda delight the next. Nevertheless, by considering psychology, managers can prepare
themselves to effectively manage their most important and complex resource: people.

“The primary difference between one company and another is its people. “To
‘compete intoday’s market, large corporations need to provide workers an environment
in which they can make their own decisions and create their own visions. That means
letting go of the old command-and-control model in favor of a looser approach.”
“This could describe openness to change, the subject of this chapter’s Self- Management

assessment.
Explan the
QUANTITATIVE MANAGEMENT THEORY contributions of
‘The next wave of management thought moved from concern for people to the use of o quantiative
quantitative tools to help plan and control nearly everything in the organization. The school of
emphasis in this new school, the quantitative school of management theory, was on ::;""‘

mathematical approaches to management problems. This approach was born during
‘World War I with rescarch teams that developed radar, guidance systems, jet engines,
information theory and the atomic bomb. Since then, quantitative tools have been  quantiative school

applied to every aspect of business." v i




image10.jpeg
‘management science
The sty of cmpie syt of pecpe
ey cqupmert and proces
e gl of s e
ngrowng e eecieness

‘operations research
A0 20 f ranenedscence -
conmonyuses et sruttons,
qanes

‘operations management
The arch f maragnen science
s o mandiactrng o service
indsies

Chapter 2 Management Thought: Past and Present

Management science is the study of complex systems of people, money, equip-
ment, and procedures, with the goal of understanding them and improving their
effectiveness.”” Management science is a facet of quantitative management theory.
Historians Lester Bittel and Jackson Ramsey presented the following explanation of
the management science approach:

Such studies are conducted through the use of the scientific method, utilizing tools
and knowiedge from the physical, mathematical, and behavioralsciences. Is ltimate
purpase is to provide the manager with a sound, scientifc, and quanitative basis for
decision making,

Management science enables managers to design specific measures, such as a com-
puter program, o test or evaluate the effects and effectiveness of a process orintended
action. Airlines use management science to schedule flights, to schedule maintenance,
and to book passenger reservations. An area of management science called operations.
research commonly uses models, simulations, and games. For example, sophisticated
computer models and simulations of the interactions between and among atmos-
pheric forces forecast the weather. For another example, through the use of several
commercially available software programs, we can predict and understand in advance
the impact throughout a business of an expected price increase for vital raw materials.

‘The techniques and tools of management science are frequently used to plan,
organize, staff, lead and control production operations; this aspect of management
science is known as operations management, The management science approach i also
used to direct facilties, purchasing, investments, marketing, personnel, and research
and development. Management science depends on the participation of a variety of
experienced rescarchers and practitioners to gather and process information, analyze
operations, and develop and use the appropriate tools and techniques. Regardless of the
‘methods,tools, and personnel used, however, the ultimate test of management science
is whether better decisions are made and more effective processes are developed.*

Operations Management
“The branch of management science that applics to manufacturing o service industries
is operations management. Some of the most common tools of operations manage-
‘ment include:

+ Inventory models that determine optimum storage levels and reorder points

+ Break-even analyses to determine levels of production and sales at which the

organization recaptures the total costs of development and manufacturing
+ Production scheduling, which determines when operations begin and end

+ Production routing, which dirccts the path followed by parts and products
during assembly

You can find more about operations management in Appendix A.

Management Information Systems.

A key ingredient in management science s the timely and efficient delivery of up-to-
date information. Most organizations utilze information technology to implement,
‘maintain, and oversee their use of computers. A management information system
(MIS) is a computer-based system that gives managers the information they need to
‘make decisions. Specialists who know what the users of system output need maintain
an MIS. The Walmart chain of retai stores implemented a management information
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One of the reasons for the success of U.S. manufacturing was the War Manpower
Commission (WMC), formed by the U.S. government in 1942 to help industry train
defense plant workers for World War I1. The training program for industry was based
‘on Charles Allen's 4-point method: Preparation, Presentation, Application and Testing
“The training within industry program covered the Five Needs of the Superviso
Knowledge of the Work, Knowledse of Responsibilty,Skill in Instructing (Job Instruc-
tion), Skill in Improving Methods (Job Methods) and Skill in Leading (Job Relations).
‘After World War 11, the WMC was abolished in 1945. But from 1942 to 1945, training
within industry certified over a million and a half workers and resulted in cost savings
and improvements in safety, quality and deliveries. (See the official archives of the
WMC at http://www.archives gov/research/guide-fed-records/groups/21 L himi).

Throughout the 1940s and into the 1950s, our major competitors and trading
partners today—United Kingdom, Germany, France, ltaly, Japan and most of its
Asian neighbors—were engaged in recovering from the devastation of World War I1.
‘With litle or no competition, many manufacturers did not see the need to continue
10 improve. Most forgot the training within industry lessons. U.S. industries were
dominant largely because they had no serious foreign competition and were untouched
by both world wars.

But challenges came swiily to most U.S. industries by the 19605, and their impacts
were magnified with the oilshortages caused by the major oil-producing nations n the
carly 1970s. American consumers, along with those in other nations, had discovered
alternative products from several foreign nations that better met their needs.

As Chapter 1 pointed out, quality is defined as the ability of a product or service
o satisfy the stated or implied goals or requirements of users or customers of that
product or service. How managers and organizations can create and nurture this ability
is a continuing theme in this book, as ts title suggests. You will recall that users/cus-
tomers exist both inside and outside organizations. Users/customers receive the output
generated by people, machines and processes. The essence of the quality of any output
is its ability to meet the needs of the person or group requiring it This s the heart of
the quality school of management thought. Quality management s often referred to
as total quality management (TQM), continuous improvement, Lean Manufacturing,
o just Lean concepts or work processes.

Kaizen Approach
“Training within industry developed in the U, for U.S.industry was embraced by the
Japanese during the occupation of Japan after World War 11, and became the basis
of the kaizen culture. Kaizen is a Japanese term used in business to mean small,
incremental, continuous improvement for people, products and processes. In order
10 ensure that every person’s creativity is being fully utilized, kaizen has three rules:
spend no money; add no people; add no space. The kaizen approach to quality means
that an individual or organization cannol rest after any achievement. No matter how
well things are going, the individual or organization can do better. When defect rates
drop from 5 percent to 2 percent, the goal s to continue to drop until no defects occur.
Once adopted, the kaizen philosophy commits organizations, their leaders and their
employees to a never-ending journey: to continually strive to improve, learn and grow.
“This chapter’s Quality Management feature compares the basic 4-step kaizen training
10 those of Charles Allen and Training Within Industry (TWI).

Increasing sales revenue through better-quality products and services that attract
more customers and realize better prices can improve profits. However, quality has to

quality school
The ssece o e qualty o oy ot s
5abily o mec e neods o e s
oo
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Lean Doesn’t Have to be Mean

Toyota and other Japanese manufacturers pioneered the
Lean Manufacturing system, which is buit around single
piece flow (Flow), wasto elimination, ustn-time (JIT) produc-
tion and delivery. The goal is continuous improvement. Kaizen
events help tradional manufacturers implement lean produc:
tion Cross-functional teams spend several days focusing on
a dofined area of the plant, analyzing, implomenting changes.
and measuing effects of the new system

Lisa Bergson is President and CEO of MEECO Inc., a
manufacturer o trace analyzers for the gas, chemicals and
semiconductor industres. She chose Lean Manufacturing
to implement change in her factory. Borgson says, “Lean is
a commonsense approach o mapping out a work process
for identiying bottienecks and implementing solutions. Done
well, a more efficien, cleaner, more compact, cross-rained.
and proftable organzation results” (Bergson).

Lean production feduces the cost of qualty il 1 is part
of the company's culture. Borgson found that lean conver:
sion cannot progress wihout the support rom employees.
MEECO's fanatical obsession wih product qualy began to
alinate ts employees. Donna Callahan, MEECO's Sales &
Senvice Coordinator helped Bergson understand why her em.
ployees attended the meetings conducted by Frank Garcia, a
consultant fo the Delaware Valley Industial Resource Center
(DVIRC), but did e to implement the traning. *Calahan
concluded that instead of converting to a lean machine,

and why they did it
how to do it. Ret
centrates on what should be
companies trying to imple

Reengincering first determ

" Reengi
ot Hammer and Champy

implemer

Ethical Management

MEECO's production floor became a mean machine. The
employoes blamed Lean for problems it other cidn' adcress,
ke personalty clashes, o for problem areas where MEECO
had yet o implement the concept, such as purchasing and
inventory contror® (Borgsor).

Bergsonrealized that“our mismanagement, compounded
by the factory floor's misunderstanding. got Lean of to a bad
start at MEECO" (Borgson). However, MEECO is
o Lean. Employees must understand and embr
portance ofthe changes. Bergson accepts “enlightening and
inspinng” employees as part of her top management job.
The irony of MEECO's commitment to qually was that it did
ot extend fo meeting or exceeding its customers' needs.
It had lost sight of the ulimate measure of qualy—happy
customers, be they intemal or extemal.

= What harm can come from changes when employees
don't embrace those changes?

' What addiional ethical issues do you note in this
feature?

‘Sources: Lisa Bergeon.“Loan Manackemg? Fat Chance”
BusinessWook. May 24, 2002, p: s businosswook comi
smalbizicontentimay2002/sb20020524 4850

MEECO, htp ww moeco com

s what a company must do, then
incering takes nothing for granted. It ignores what is and con
& had counterproductive results in many

s ideas. The companies did not

change management discussed in Chapter & So, the term “reengincering”

became tarnished and has been replaced by such terms as business process redesign,

internal business improvement or process innovation.
A key concept in exami
should be doing, based ¢
can do best. The company can then determis
in-house or by some other ent
outsource. Organizati

ing business processes is to determine what a ¢
its core competencies and experience.
what needs to be done is best done
y. This approach has led companies to downsize and
owners and managers must c

mpa-
that is, what it

wally ask two questions:

‘What are we doing?” And, “What should we be doing?”

The most profound lesson of business process reengincering was never reengineer

ing, but business processes. Processes are how we work. Any company that ignores its

business processes or fails to improve them risks its future

For technologists, the

lesson from reengincering is a reminder of an old truth: information technology is
only useful f it helps people do their work better and differently*
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Today, many companies are achieving impressive savings by redesigning business
processes around cloud computing

They willleverage so called cloud technology, which lets users tap into computing
power available via the internet, ather than on a desktop or computer server housed
locally:. The appeal isscale lexibilit, and eficiency: Thousands of server computers
can attack a task more quickly—and cheaply—or handle a patchwork quilt of dif
ferent

businesses outsource entire tasks such as the tracking of inventory, paying only for
the information accessed or used. That's where the cloud comes in. It shifs the center

echnologies that companies use to run their businesses. This approach willlet

Managing Social Media

The Networked Enterprise

According 1o the results of a McKinsey Giobal Survey, theuse o one contros the social worid. Communication is mul-

of social media tools and techniques in companies is high.  ws

two-way and any-way. The goa of the networked enter.

Social, browser-based fechnologies, such as solution blogs,  prise is 10 get the best ideas from employees, partners, and

wikis and group mes:
informaion flow, as wel as 10 e
stomer collaboraton, engagement and problem sol-  Iinear processes fo a more consciously colaborative design.

munication i

g software are used 1o enhance  customers and then o share those ideas thioughout the or

urage employee. partner  ganization. To do his, organizations must move from closed

as soen in the graphic below.

Restrctve, Inear work flow fechnologies would include
document, pos

one-way.

Moving from closed, linear processes.

a

4, and telephe
niroled by companies

= How do closed, linear processes restrict work flow?
Why is the networked en-terprise better for work
flow?

ations. O
con-sumers and i

to amore consciously collaborative design

Sources: Mckinsoy & C
o

« Maks & Samn
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As an example, the American auto industry experienced its first serious threat
from Volkswagen’s Beetle. “Volkswagen sold 330 Beetles in 1950, 32,662 in 1955, and
61,507 in 1959, by which time the Big Three auto marketers were fretting: Who is this
contrarian new consumer?"* By the 1960s, Japanese cars were gaining a foothold by
offering fucl-effcient, low-cost, and high-quality subcompact and compact cars. Their
sales eally took off with the oil embargo of the 1970s, as Detroit carmakers had few
fuel-efficient quality products to meet the domestic demand. By the 1980s, import
cars had taken more than one-third of the American car market. This trend continues
today: Slightly more than one-half of new auto sales in the U.S. are from foreign com-
panies. See this chapter's Global Applications feature for more information on how the
Japanese penetrated the U.S. market for cars.

Producers in several nations had discovered the importance of quality.In contrast,
most UsS. companies had not, and they waited until the early 19805 to embark on
serious efforts to improve the quality of their goods and services. By that time many
domestic markets had fallen entirely or in large part to the dominant foreign pro-
ducers. The real irony of America’s late recognition of the importance of quality is that
‘much of the training was developed by Americans and nearly all of quality’ strongest
proponents are Americans. Figure 24 profiles the major contributors to the evolution
of quality management theory. Two of thelisted individuals—W. Edwards Deming and
Joseph M. Juran—taught Japanese manufacturers most of the major quality concepts
and principles the Japanese companies operate under to this day.

Assessment The quality school of management thought hasits roots most directly in
the behavioral, quantitative,systems and contingency schools of management theory.
People are the key to both commitments and performance. What is done must be
‘measured and evaluated quantitatively and qualitatively. Systems interact and exccute
the vast majority of processes. What needs o be done at any given time must be done
in the most appropriate manner. Past practices and traditions have many current
applications to today's management problems.

“The qualty school is the most current and is embraced worldwide, to varying
degrees, by managers and their organizations in every industry. Some adopt a total
commitment; others engage in a short-term quest to make substantial improvements
in their quality. Once improvements are made, efforts cease. The former is exempli-
fied by companies like Motorola, Xerox and Ford, and all of their suppliers, both large
and small. The latter approach is quite common among smaller enterprises with fewer
resources and less enlightened leadership. A company committed to total quality will
choose only suppliers and partners who make the same commitment.

“The price for not striving for quality and for failing to make a total commitment
10 the quest is to risk being surpassed and overwhelmed by the competition and to
provide products and services that do not meet or exceed customer expectations. In
the final analysis, a company exists to help its members and its external customers meet
their needs. The company that can do this best will survive and prosperin its industry.
Appendix 1 extends our investigation of quality:
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ntributors to Qualin

6.5, Radford

Walter & Shewhart

W Edwards Deming

Joseph M. Juran

Armand V. Feigenbaum

Philp B. Crosby

Thomas J. Peters.

James Champy

1n 1922, Radiord publshed The Control of Qualy in Marfacturing, in which he advocated
inspecton s the comerstone of industrial qualty conirol. In s view, it as the inspector's job 1o
‘examine, weigh, and measure every e prior o s being oaded on a tuck for shipment” (Har
‘and Bogan, 1992). Radtord belleved that maintaining qualty was  management responsbilty and
that qualty should be considered during the design stages of a product (Ganvin, 1988).

Shewhart advocaled the controlof qualty through scientiic methods and quanitative measures.
Ho and his collagues at Bal Laboratores, then  division of ATAT, created whal i now caled
statisical quaity controls and staitical process conirols. Trvough the use ofthese tools, any
process can be determined 10 be in control (predictabie) o out of control (unpredictabie). W.
Edwards Deming and Joseph M. Juran, bofh of whom worked with Shewhar at BallLabs, adopled
‘and developed Shewhart's ideas (Gabor, 1990)

Dorning taught the value of quanitative ools for measuring processes and controling qualy.
Folowing World War I the Union of Japanese Scientsts and Engineers, organized 10 help n he
rebuiing of Japaneso indusiry, contacted Deming and asked for his assistance. Deming, along
with Joseph Juran, helped 1o make Japanese product qualty a standard forthe word's producers.
Japan's most estoemed awards for qualy boar Derming's name. I the 1980s, he helped Ford and
ofher U, companies aunch their never-ending jourmey towards qualty improvement.

Juran argued that quali shouid not be considered meroly an expense. 1t should be viewed,
instead, as an invesiment in a firm's profdabilty. Juran held that managers must design qualfy
into products, servces and processes durng the planning phase. He urged a systems approach
o managing qualty, combiing thvee subsystems: quaty planning, qualty conlrl and qualey
improvements. Using Deming’s and Juran's teachings, the Japanese developed the kazen
concept.

Folowing up on Juran's conlrbutions was Amand Feigenbaum, manage of qualty contol for
‘General loctic headguarters in the 1950s. Feigenbaum beloved that “qual was 100 conral
102 company’s identy o be entrusted 10 an isolated corps of inspectors. Fo a total response,
‘every single employee and vendor had fo be brough into the process” (Har and Bogan, 1992
Feigenbaum, 1956). Athough qualty involved everyone, Feigenbaum believed that managers
who were specialsts in qualty contrl shouid take charge of the qualty efor. Today the approach
ifers. Top managers want all employees to be qualfy conirol experts and commited to qualy i
al ther undertakings.

‘Crosby was a 40-year employee of ATAT, a company tha has contributed much o management
Know-how and technological breakihvoughs. Ho was avice president of T for 14 years. n his
'books, Crosby asserted that everyone needs to be trained by qually @xperts i qualty control,
‘qualty assurance and total qualty management. Crosby popularzed qualty iough his down1o-
‘earth language and approaches. Ho and Thomas J. Peters have accelerated national awareness of
the importance of qualfy to our ives, our economy and the perpetuation of our standard of iving.
Author, ecturer, consuitant, and professor, Tom Peters has given us a ook al companies dong
the fightthings. Peters has sounded alarms and taught average Americans aboutthe need 10 get
etor a overything we do, and 1o bocome moro ke our competiors by imiating them, learing
rom them, and trying 1o stay ahead o the rends.

Hammes, author, president of is own consuling frm, and former professor, has added
reengineering as a concept related to quaty. He cals for giant leaps forward and a continual
questoning of what s done, why itis done, and how i is done. Change must sometimes be
radical Managers can tnker wih exstig systoms fust 5o long before they must be replaced or
‘liminated. Only through a constant rethinking of eventhing can organizations and their peope.
‘compete efectivey.

‘Chairman of a consuting company. Champy, along with is coauthor Michael Hammer, has
~popularized the reenginoering approach in corporate America. Thei book, Reengineenng the.
‘Corporation (1993), created arevolution. Thei hands-on experiences as consutants allow thern o
show companies how a horzontal process focus can lead fo higher levels of custome satistacion,
greater spood in cycle imes, and huge improvements in culting costs and increasing profts. Ho
rejocts racual (kaizen) improvement in favor ofcreatng new strcures and processes.
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differing perspectives and perceptions 1o bear on
every issue. Considering that no two problems exist
inidentical circumstances, different approaches allow
for ailored solutions.

f Quality school of management thought.

‘Thebehavioral, quantitative, systems, and contingency
schools converge in the quality school of management
thought. To determine the quality of products and
services, quantitative and qualitative measurements
must be used. People are the key, and highly motivated
and committed people make quality decisions and

deliver quality outputs. Quality depends on every-
one’s commitment (o meet and exceed customers’
expectations. The quality commitment must extend
beyond an organization's borders to encompass its
suppliers' and partners’ personnel. Without quality
inputs, quality outputs are not possible. Since one
size of anything will not it al, companies must inno-
vate to meet the needs of their customers. Companies
‘must develop and tilize the leadership potential that
exists within their employees.
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KEY TERMS

a3 contingency school 48 quantitative school 44
bureaucracies 42 kaizen 50 reengineering 51
classical administrative school 37 management science 45 synergy 47

classical management theory 37 operations management 45 system 46

classical scientific school - 37 operations research 45 systems school 46
cloud computing 53 quality school - 50 theory 36

REVIEW QUESTIONS

1. How can knowledge of past schools of management
thought benefit toda

anagers?

2. What are the major contributions of the two schools

of classical management thought?

3. How are the contributions of the behavioral school
of management thought exhibited where you attend
school? Where you work?

4. What areas of business activity can benefit most from
the contributions of the quantitative school of man-

agement thought? Are there any areas that cannot
benefit? Why or why not?

In your experience, how have the concepts introduced
in the systems school of management thought been
illustrated?

What are the major contributions of the contingency
school of management thought?

Why is the quality school of management thought so
popular?

DISCUSSION QUESTIONS FOR CRITICAL THINKING

1. What evidence can you cite from your experiences

to prove the existence of classical school thinking in

some of today’s organizations?
2. In what specific ways has cach of the following
contributed to the quality school of management
thought?
a. Behavioral school
b. Quantitative school
<. Systems school
d. Contingency school

3.

Choose a company. How does it exhibit clements
from the behavioral school? The systems school? The
quality school?

What specific examples can you give that demonstrate

application of the kaizen approach to managing
organizations? The business process improvement
ach?

appr
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In the 19705, Ford embraced the quality movement
and adopted the motto, “Quality is Job 1" But, it wasn't
until 2008 that Ford caught up with Toyota's total quality.
“The companies tied for leading in the most segments on
Strategic Vision's Total Quality Index™ (TQI), a measure
of new vehicle owner satisfaction. Alexander Edwards,
president of Strategic Vision's automotive division, com-
ments on qualiy.

Over the past quarter century in the US, customer
perceptions of quality of domestic and Asian manufac-
turers underwent large swings. Today, it doesn't matter
if you are a Toyota or a Ford, .., each manufacturer has
the opportunity and mandate to produce a product with
the right Cues of Quality—those product atributes that
signal qualty and create customer Trust—and present
vehicles that have a greater impact on the purchase

Chapter 2 Management Thought: Past and Present

decision. (Strategic Vision, PR Release, “The 2008 Total
Quality Awards,” May 28, 2008 http://www.strategicvision.
compress_release.phpipr=31).

Questions

1. Which schools of management thought ae illustrated
in this case?

2. Customers’ perception of quality includes perfor-
‘mance, relability, durability, serviceability and aes-
thetics. What else do car customers want? Add to the
perception of quality and create a list of the most-
desired quality characteristicsin a car.

3. Rate Toyota and Ford using the listfrom the previous
question. How do they compare? Report on your
findings.
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LEARNING OBJECTIVES

After studying this chapter, you shouid be able to
1 Discuss why knowiedge of the evoluton of management theores is important (o managers

2 Explin the contiutions of he folowing
a Classical schools of management thought
b. Behavioral school of management thought
. Quaniative school o management hought
. Systems school of management thought
. Contingency school of management thought

. Quaiity school of management thought
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Openness to Change

Many industries—such as c, publishing and  demands. Are you open 1o change? Assess your readiness
financial senices—ook very different foday than they did  for changes at work. For each of the fo
in'the past. Furthermare, these industies, as well as ofhers,  circe the number that indicates your level of agreement.
may look diferent i the future. Change is a constant in  le your agreement as t i, not what you think £ should be
business, and the mast successul companies recognize  Objectiviy wil enable you to determine your management
when they must change. They transform themseives faster skl trengths and wealnesse
than thex compettors.

An important step in becoming a successiul employee
is to assess your openness to the changes that work

lowing statements.

Lo cpntoching ooy prorl i and ko conery - 5 B B B
get personalsattacton rom competing my goai . 3
Y assist oters when 500ty need hop. s a 3 2 '
03890 i it prorects wahout gwing up o0 casiy . 3
1 enoy narming somethng now. s ‘ 3 2 '
My paycheck is (wi o) a ator ofmy abe . 3
11y 1o ik cpeny about issues even i hy confict ity ideas. s ‘ 3 2 '
st Eerent techriques for sclving derentprobles . 3
1 hopell about my success o werk s 4 3 2 '

Compute your score by adding the circled numbers. The
highest score s 50 the lowes score is 10. A higher score
imples you are more ikely to be opento necessary changes.
i the workplace. A lower score imples a lesser dogree of
readiness, but a low score can be increased. Reading and
studying this chapter wil help improve your understanding e How can you
of change.

" Do you embrace change? Are you open o new ideas?
Are you able 1o react and adapt quicky? I not, which
dystunctional behaviors, practices and beliefs wil you
discard?

Acapted rom Do Seters, Carcl W, Dochen, and Fuss Hodges, A&
(Pearson, 2015) p. 16

The Road o Collge Success,Thed Edton
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INTRODUCTION

For many generations people believed that the Earth was flat and the center of the
universe. No educated person believes this today. Throughout history, one generation'’s
“fact” has become, in part or in total, the nex! generation's fction. The conventional
wisdom of every era evolves as its cherished belicfs are challenged by the new, leaving
behind only those elements that have survived the testof time. So it is with the various
schools of thought about the ways in which organizations, their resources and their
processes should be managed.

Since the Industrial Revolution began in the late 17005, those in charge of
organizations have been alternately creating,testing, embracing and rejecting multiple
theories of management. All have contributed in various ways o how managers
currently practice their art, This chapter examines the six major theories or schools
of management that have evolved over the past 200 years and assesses them for their
relevance o the twenty-first century.

HISTORY AND THEORY OF MANAGEMENT —
Each generation of managers needs to understand the lessons learned by its predeces- the evolution of
sors and build on them. This is how organizations continuously improve. As you shall ‘management
see throughout this text, preceding generations of managers have much to teach, theories is
important to
Value of History ‘managers

People who ignore the pastare destined to elive it A person unaware of mistakes made
by others s likely to repeat them. The wise person studies the past to avoid its pitfalls
and benefit from its achievements.

Ancient History
phic records from ancient times—the Bible, Egyptian tomb paintings, Babylonian
clay tablets and rock drawings from Bhimbetka, India—record how early civilizations
thought about management and how they managed their affairs. Management began
when the carliest humans banded together i clans and tribes. Their survival depended
on effective hunting and gathering, Such activiies needed both skilled individuals and
cooperative efforts. In time, strong individuals with the ability to manage emerged
within each community to take over the management of specialized tasks and of the
community as a whole

Value of Theory
A theory is a part of an art or science that attempts to explain the relationships  theory
between and among it underlying principles. Theories give people areason for doing 41012 st ect s o
things one way rather than another. Various management theories have arisen over  suuu ety incsie
past decades; some aspects of each have failed the test of time, others have survived it
and are used by managers today.
“To summarize the evolution of the six major theories or schools of thought about
management, see Figure 2.1. It provides a time line showing when cach emerged.
Notice that all the theories continue into the present, indicating that parts of each are
stil affecting the ways in which managers practice their art
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zations should operate. Both schools articulated principles and functions of manage-
ment discussed throughout this text.

Classical Scientific School

Among the pioneers of the dassical scientific school was British mathematician and
inventor Charles Babbage (1792-1871), who in 1832 published On the Economy of
Machinery and Manufactures a study that presented the fruit of Babbage's observations
of the factory floor. Babbage concluded that definite management principles existed,
that they had broad applications and that they could be determined by experience.
He thought that the most important principle was “the division of lsbor amongst the
persons who perform the work” Babbage called for the division of work into discrete
processes that could be mastered quickly by one person.

Other pioneers of the classical scientific school also made theoretical contribu-
tions that increased labor efficiency and productivity. Frederick W. Taylor (1856-1915),
sometimes called the Father of Scientific Management, applied scientific methods to
factory problems and urged the proper use of human labor, tools, and time. In 1909,
he published Principles of Scientific Management. During a career as exceutive, con-
sultant, production specialist and eficiency expert, Taylor pursued four key goals (prin-
ciples of scientific management): o develop a sience of management, to select workers
scientifically, to educate and train workers scientifically, and to create cooperation
between management and labor. From his experience at Midvale Steel, Simonds Rolling
Machine, and Bethlchem Steel, Taylor developed the core ideas of scientific manage-
ment. Devising time and motion studies to analyze the movements of workers on the
job, he determined the output that individual workers should be able to achieve with
specific materials and equipment. From such data he determined the quickest ways to
perform tasks. Taylor introduced work breaks and the piece-rate system for worker pay:*

Frank Gilbreth (1868-1924) and Lillian Gilbreth (1878-1972) added to Taylor's
findings. The Gilbreths used time and motion studies to analyze workers’ activities
and remove unnecessary movements and causes of fatigue. One of Frank'sfirst studies
involved bricklaying. Frank reduced a ten-step process to five steps, thus doubling
productivity. His study of hospital operating-room functions saved resources and
shortened the time patients spent on operating tables. Lillian asssted her husband and
expanded on his work after his death.

Henry Metcalf, another thinker of the dlassical scientific school, emphasized the
need for scientific administration. The management system he advocated relied on
fixed responsibilities for cost control and an effective low of information. He urged
managers to record their experinces for the benefit of others.

Henry Gantt's idea represented a move away from authoritarian management. He
advocated a bonus system to reward workers for acceptable and superior work, and he
invented the Gantt chart, a graphic means of representing and planning production
activities and time frames (sill used today).

Assessment The theories and principles developed by the carly classical scientific
thinkers are with us today, although experience and accumulated data have modified
the ideas significantly. One of the methods used by the early thinkers, the time and
motion study, is stillin common use.

Authors, professors and rescarchers Christopher A, Bartlett and Sumantra Ghoshal
provide this tight summary of classical thinking:

Early in this century, [ Frederick] Taylor wrote that management's role was o ensure
that workers'tasks were well defined, measured, and controlled. With the objective of
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making people as consistent, eliable, and efficient as the machines they supported,
managers came to regard their subordinates as lttle more than another factor of pro
duction. In that context, managers designed systems, procedures, and policies that
would ensure that all employees conformed to the company way. The goal was to
make the middle managers’ and workers' activities more predictable and thus more
The systems that insured control and conformity also inhibited

contrallable
creativity and initiative... At best, the resulting organizational culture grew passive;
with amused resignation employees implemented corporate-led initiatives that they
knew would fail. At worst, the tightly controlled environment triggered antagonism

and even subversion; peaple decp in the organization found ways to undermine the

system that constrained them.

The classical school failed to welcome or tap into the great diversi
organizations. Employees with beliefs, values, and customs differe

by the people in charge

Valuing Diversity and Inclusion

owners and their managers

that existed in
from those held

were told to suppress them and

From Equal Opportunity to Valuing Diversity

Since s very first people arived, the Unifed States has been
‘populated by dverse groups of mmigrants and thels descen-
dants. But as history poins out, they have not aways oler
ated one another's existence.

Since the 1964 Cwl Rights Act,various federal, state and
locallaws have been passed to promofe equal employment
opportunities for a variety of profected groups: most notably
woren and minorties such as Alrican Americans, Hispanic
sumamed Americans, American and Alaskan naties, Asian
Americans, the physicaly and mentally challenged, and
people age 40 and over. Athough equal opportunil laws and
the agencies designated o enforce them can help to promte.
entrance of the above-mentioned groups into organizatons,
they cannot guarante their acceptance, inclusion and effec
tive utization

Once dwersity is crealed in an organizations ranks
dwverse individuals and groups are often received with some
hostity and a lite folerance (but usually nol acceptance
and respect) from preexisting personnel. Separateness
exists rather than inclusion. To move from these conditons.
careluly planned and executed training programs—usually
conducted with the aid of outside consutants—are neces:
sary. For these programs to be effective, most organizations
must pass through two distinct phases, both of which cal for
commiment and leadership from top 1o bottom and for the
elmination of biases and stereotypes

The first phase is an inclusion phase. As diverse indiidu:
ols and groups are alowed 1o display thei uniqueness, sup-
port groups fom, often spontaneously, whether encouraged
or ot by the organization's leadersip. The diverse groups
and individuals begin to interact, demonsirate thei talens,
and buld respect and appreciation for each other's values,
customs.traditions and contrbutions

in the second phase, all organzational members leam
o appreciate and value both the noed for and the contribu-
tions of diverse indvicuals and groups. Through a variety of
company-sponsored programs and activies, employees
become aciive, comited. contributing members, accepted
and respecied by those who difer from them. Al members
become ful participants indiiduall and in teams. Only inthis

nd phase can the te polential in every empioyee be
developed and effectively utiized. Imagine a company with
thousands of employees, most of whom differ from each
Other in many ways. Imagine futher that these people are
wiling to Coniribute ther talents and energy to help each ther
and solve both the organzation's and s customers' prob:
lems. You are imaginig a realy in many of America’s most

esstul large and smal organizatons.

= What examples from your own experience can you
give that demonsrate your valuing diversity?
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eneral Principles of Management

‘Speciaization allows workers and managers to acquire an abilty, sureness, and accuracy
that wil increase output. More and better work will be produced with the sarme effor

The rght o give orders and the power to exact obedience are the essence of autharty. ts
0ots are in the person and the postion. It cannot be conceived apart from responsibiy.
Discipine comrises obedience, appiicatio, energy, behavior and outward marks of
respect between employers and employees. I i essental to any business. Without t, no
enterprise can prosper.

For any action whatsoever, an employee shouid receive orders from one superior only.
One person, one boss. I no case can a social organization adapt 0 a dualfy of command.
One head and one plan should lead a group of activiies having the same objective.

The interest of one person o group in a business should not preval ove that of the
organization.

The price of services rendered shouid be fair and satisfactory o both employees and
‘employer. A level of pay depends on an employee's value o the arganization and on factors
independent of an employee’s worth—cost of iving, availabilty of personnel, and general
business conditions, for example.

Everything that serves to recce the importance of an individual subordinate’s ole s
centralzation. Everything tha increases the subordinate's importance is decentraization.

Al situations call for a balance betwoen these two positons.

The chain formed by managers from the highest to the lowest s called a scalar chan, or
chain of command. Managers afo the inks in the chain. They should communicate to and
through the links as they occur in their chains. Links may be skipped only when superiors
‘approve and when a real need exists 0 0 50.

Thero should be a place for everyone, and everyone in his or her place: a place for
everything, and everything in ts place. The objective of order i 10 avoid loss and waste.
Kindiness and justce should be practiced by persons i authorty 10 extract the best that
their subordinates have to give.

Reducing the tumover of personnel il resultin more efciency and fower expenses.

People shoud be allowed the freedom to propose and execute ideas at alllevels of an
enterpriso. A manager able to permitthe exercise of iniiative by subordinates is far superior
0 one unabie to do so.

Inunity here i strength. Managers have the duty to promte harmony and 1o discourage
‘and avoid those things that distur hamony.

‘Source: Adspted rom Geneal P gses of Maragermert by Hore, Fayol
(Copyght 1949 b Piman Laarrng,inc. 6 Davis rve, Bevmrs, CA 94002

themselves for their profession as seriously as candidates for any of the traditional
learned professions.”

Another American theorist of the administrative school was Chester Barnard, who
was president of New Jersey Bell Telephone Company. In his 1938 work, The Functions
ofthe Exccutive, Barnard argued that managers must gain acceptance for their authority.
He advocated the use of basic management principles, and he cautioned managers to
issue no order that could not or would not be obeyed. To do so, he believed, destroyed
authority,discipline and morale.*

‘The German theorist Max Weber (1864-1920) was a professor of law and cco-
‘nomics who wrote about social, political and economic issues. Weber was the first to
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Inputs

Feedback

‘Source: i v b o o schoc s et 26 eSS raphes prodctonsystomeey ! s

synergy
[ ape——r—y
e Conbiedacton a cooprnn

system as a whole. The functional areas of a business—marketing, finance and human
resources management—are subsystems. So, (00, are various processes such as billing
and order processing when managed by teams. All managers should understand how
cach subsystem works, how each interacts with others, and what cach contributes to
the whole. Changes in any one subsystem usually affect other subsystems and, there-
fore, the entire system.

‘When managers adopt a systems approach, they determine how planned changes
wil affect others and their operations before they implement them. By keeping the
entire system and its subsystems in mind, they hope to ensure that a positive move in
one area does not negatively affect another.

A malfunctioning subsystem causes ripple effects that have an impact on other
systems. Consider, for example, a United Airlines 777 twin-engine jet carrying 200
passengers from Los Angeles to Chicago. Once serviced and refucled in Chicago, the
plane will continue on to New York. Some Los Aneles passengers must make con-
nections in Chicago or New York for other flights, and some passengers boarding in
Chicago must make connections in New York. United baggage handlers in Los Angeles
fail to properly secure the 777's cargo door. As the plane moves to its akeoff position, a
crew member discovers the problem. The plane returns to the loading gate so the door
can be secured, thus losing its takeoff position and causing a 30-minute delay. Several
Chicago-bound passengers will now miss their connecting flights; many heading for
New York are similarly inconvenienced. The delayed departure means a delay in find-
ing an available gate in Chicago. In addition, passengers' families are frustrated and
business schedules are affected.

Cumulative Energy of Synergy
Systems and Synergy Synergy is the increased effctiveness that results from com-
bined action or cooperation. It is sometimes described as the 2 + 2 = 5 ffect, because
the result of a synergistic partnership is actually more than the sum of the production
of each partner alone. A corporate merger often provides an illustration of a synergis-
tic “win” When Procter and Gamble (P&G) merged with Gllette to form the world's
biggest consumer-products enterprise in 2005, many experts saw enormous synergistic
potential. The combined organization, they believed, offered powerful product and
‘marketing potential unavailable t0 the separate firms. In such mergers,old identities
are lost and a new, stronger combination may be formed. Some combinations produce





