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Chapter One

Th Ch ll f M tThe Challenge of Management
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The Management Functions

Planning
Organizing

Creative
Problem

WHAT MANAGERS DO
LEADS TO

ACHIEVEMENT OF

Organizational
Vision Mission

Leading
Controlling

Problem
Solving

Vision, Mission
Goals, and
Objectives

Activities directly associated with
accomplishing an organization’s

Mission FunctionsMission Functions

accomplishing an organization s
mission. These include planning,
Organizing, Leading, and Controlling



The process of setting objectives
and determining how those

PlanningPlanning

objectives are to be achieved in
an uncertain future.

OrganizingOrganizing

The process of determining how
resources are allocated and preparedresources are allocated and prepared
to accomplish an organization’s
mission.

LeadingLeading

The process of making decisions
about how to influence people’sabout how to influence people s
behavior and then carrying out
those decisions.

ControllingControlling

The process of ascertaining
whether organizational objectives
h b hi d d if thave been achieved and, if not,
determining what actions should
be taken to achieve them in the
future.



Creative Problem SolvingCreative Problem Solving

The process of practicing ongoing environmental
analysis, recognizing and identifying a problem,
making assumptions about the decision
environment, generating creative alternatives to
solve the identified problem, deciding among those
alternatives, acting to implement the chosen
alternative(s), and controlling for results.

FOUR FUNCTIONS OF THE 
MANAGERIAL PROCESS

PLANNING

TM 1-2

LEADING

CONTROLLING ORGANIZING
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Work
Agenda

Work
Methods

and

Management
Functions

• Planning
• Organizing

Knowledge
Base

and Key
Management

Skills

THE MANAGEMENT PROCESS

TM 1-3

Agenda and
Roles

• Organizing
• Leading
• Controlling

Skills

Performance
(goal 

achievement)

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

MANAGERIAL ROLES

Interpersonal Informational Decisional

MANAGERIAL
ROLES

TM 1-4

Negotiator

Liaison

Leadership

Figurehead

Spokesperson

Disseminator

Monitor

Resource Alocator

Disturbance Handler

Entrepreneur
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TWO PERFORMANCE DIMENSIONS

Efficiency=
making best use
of resources
in achieving goals

Effectiveness=
choosing effective
goals and achieving
them

TM 1-5

Machines

Doing the right thingsDoing things right
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Top

Middle

Vertical
Levels

of

TYPES OF MANAGERS BY LEVEL
AND RESPONSIBILITY

TM 1-6

Middle

First-Line
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Horizontal Responsibility Areas
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HIERARCHICAL BREAKDOWN: FUNCTIONS AND SKILLS

MANAGERS:

Planning

MANAGERS:

Technical
Skills

TM 1-7

Organizing

Leading

Controlling

Human
Skills

Conceptual
Skills
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INNOVATION

INNOVATION

Orchestrator
Recognizes

Creates
incentives

Articulates
need for

innovation
Protects

idea
creation

Funding

TM 1-8

Sponsor

Idea Champion

Idea
Facilitates

implementation

Recognizes
idea’s

significance

New Idea Believes in value of a new idea
Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998



Chapter Two

Pioneering Ideas in Management
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EVOLUTION OF MANAGEMENT THEORY

Classical

Sci.
Mgmt.

Pre-classical

Early
Behav.

Behavioral

Mgmt.
Science

Quantitative

Systems
Theory

Contemporary

Management Theory

TM 2-2

Admn.
Mgmt.

Bureau.
Mgmt.

Behav.
Sci.

Human
Relat.

Hawthorne

M.I.S

Op.
Mgmt.

Emerging
Views

Contingency
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Acceptance TheoryAcceptance Theory

A theory that argues that
authority does not depend as

h “ f th it ”much on “persons of authority”
who give orders as on the
willingness to comply of those
who receive the orders.

Hawthorn EffectHawthorn Effect

An effect produced by a
secondary factor in an

i t h th tt tiexperiment, such as the attention
given to the subjects, rather than
by the factor under study.



ASSUMPTIONS OF THEORY X VERSUS 
THEORY Y MANAGERS

TM 2-3

EMPLOYEES:

Dislike/avoid work
Require coercion
Shun responsibility
Have little ambition
Seek security

EMPLOYEES:

Naturally expend effort
Will exercise self-discretion
Accept and seek responsibility
Have creative capacity
Have high level needs
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Inputs OutputsTransformation

A SIMPLIFIED SYSTEMS MODEL

FEEDBACK

TM 2-4

p pTransformation

People
Materials
Money
Information

Goods/Services
Profits/Losses
Employee Growth
Satisfaction

Technology
Management
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CLOSED VERSUS OPEN SYSTEMS

ENVIRONMENT

CLOSED SYSTEM OPEN SYSTEM

TM 2-5

No exchange between
system and

environment. System
is deterministic.

Allows for evolution of
structure and interaction

with environment.
System is not
deterministic.
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SYNERGY AND PERFORMANCE

100%

75

50
Unit

4
Unit

Unit 1
+

Unit 2
+

SYNERGY:
Whole equals
more than

TM 2-6

25

0

Unit
3

Unit
2

Unit
1

Each
Unit Operating
Alone

Unit 3
+

Unit 4

the sum of  
it’s parts

Units
Operating Effectively
Together
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UNIVERSAL
VIEW:

CONTINGENCY VIEW:

Appropriate managerial
action depends on the
situation

UNIVERSAL/CONTINGENCY VIEWTM 2-7

Same managerial
principles apply
to every
situation

Situation
1

Situation
3

Situation
2
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Chapter Three
Understanding Competitive

Environments and Organizational
Cultures
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MEGA-ENVIRONMENT

MEGA-ENVIRONMENT

TM 3-2

Legal-Political
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TASK  ENVIRONMENT

TASK
ENVIRONMENT

TM 3-3

THE
ORGANIZATION

org. culture

Suppliers
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POPULATION ECOLOGY MODEL

Org.
A

Profits

Org.
C

(Losses)

Environment

+
+

+

+ + +
+
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--
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TM 3-4

+

Org. B
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RESOURCE DEPENDENCE MODEL

THE
ORGANIZATION

FinancingServices

lt ti

TM 3-5

Materials

alternative

alternative alternative
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ENVIRONMENTAL DYNAMISM/COMPLEXITY

C ll 1 C ll 2

LOW UNCERTAINTY
1. Few, similar
external elements
2. Elements stay the 
same or change slowly

MODERATELY LOW
UNCERTAINTY

1. Many dissimilar
external elements
2. Elements stay the
same or change slowly

TM 3-6

Cell 1
Cell 3

Cell 2
Cell 4

MODERATELY HIGH
UNCERTAINTY

1. Few, similar
external elements
2. Elements change
rapidly and unpredictably

HIGH UNCERTAINTY
1. Many dissimilar
external elements
2. Elements change
rapidly and unpredictably
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APPROACHES TO MANAGING
ENVIRONMENTAL IMPACTS

Adaptation
• Buffering
• Smoothing
• Forecasting
• Rationing

The

TM 3-7

The
Organization

Domain Shift
Favorability Influence

• Advertising and PR
• Boundary spanning
• Recruiting
• Negotiating contracts

• Co-opting
• Strategic alliances
• Trade associations
• Political activity
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ORGANIZATIONAL CULTURE

Symbols

assumptions

TM 3-8

values

norms

ORGANIZATIONAL
CULTURE

shared:

Stories
Rites

&
Ceremonies
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Chapter Four
Social Responsibility and Ethics

in Managementin Management
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INVISIBLE HAND/HAND OF GOVERNMENT/
HAND OF MANAGEMENT

INVISIBLE
HAND

organizational goals:

- seek
profits
-obey
the law

best
interests

of 
society

seek best
HAND OF
GOVERNMENT

TM 4-2

- seek
profits
-obey
the law

best
interests

of 
society

- seek
profits
-protect
society

best
interests

of 
society

GOVERNMENT

HAND OF
MANAGEMENT
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SOCIAL STAKEHOLDERS

Society

Shareholders Community

TM 4-3

Employees Customers
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1. Try to satisfy all stakeholders
2. Are committed to a higher purpose
3. Value continuous learning

VANGUARD
ORGANIZATIONS

VANGUARD ORGANIZATIONS
TM 4-4

3. V ue co uous e g
4. Aim High

Source: James O’Toole, Vanguard Management:
Redesigning the Corporate Future.
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EXTERNAL ENVIRONMENT

Appointed
exec.

METHODS TO MONITOR SOCIAL
DEMANDS AND EXPECTATIONS

TM 4-5

INTERNAL
ENVIRONMENT

Issues
management
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Top Management
Commitment

Ethics AuditsEthics Hotlines

MECHANISMS FOR
ETHICAL MANAGEMENT

TM 4-6

Commitment

Codes of Ethics Ethics Committees Ethics Training

Ethics
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Chapter Five

Managerial Decision Making

©The McGraw-Hill Companies, Inc., 1998Irwin/McGraw-Hill



THREE TYPES OF PROBLEMS
FACING DECISION MAKERS

new
gain

novel
direction

OPPORTUNITY

TM 5-2

crisis

non-crisis

problems
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NONPROGRAMMED
DECISIONS

Ty
pe

lower middle top

MANAGEMENT LEVEL
TM 5-3

PROGRAMMED
DECISIONS

D
ec

is
io

n 
T
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SATISFICING

ENVIRONMENT
Manager’s
Bounded

Rationality

Manager

TM 5-4

g

-- Possible Solution

-- Chosen Solution
Evaluation of Alternatives
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Environmental
Analysis

Problem
Recognition

Problem
Identification

Making Assumptions
About Future

DecisionProblem

Problem
Finding

Creative
Problem
Solving
Process

Creative
Problem
Solving
Process

Generation of
Alternatives

Choice of
Alternatives

Implementation

Control

MakingSolving Choice
Making



Step 1 Step 2 Step 3 Step 4

Identify Generate
Evaluate Implement

THE DECISION-MAKING PROCESS

TM 5-5

Identify
the

Problem

Generate
Alternative
Solutions

and Choose
among

Alternative
Solutions

and 
Monitor

the Chosen
Solution
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FOUR KEY DECISION-MAKING BARRIERS

Complacency Information
cost Framing Sunk

costs

Accepting
the

Problem
Challenge

Searching
for

Sufficient
Alternative

Recognizing
Biases

Avoiding
the

Decision 
Escalation

Phenomenon

TM 5-6

Defensive
avoidance

Panic

Deciding
to decide

Perfection
of

information

Representa-
tiveness

Availability
Anchoring

and
adjustment

Overconfidence

costs

loss aversion

loss
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More information and
knowledge focused on

the issue
Increased number of

Time-consuming

Disagreements may
delay decisions and

GROUP DECISIONS MAKING:
ADVANTAGES AND DISADVANTAGES

TM 5-7

Increased number of
potential alternatives

Greater understanding
and acceptance of

final decision
Members develop

knowledge and skills
for future use

y
cause hard feelings
Discussions may be
dominated by one

or a few group
members

Groupthink
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CREATIVITY: CONVERGENT AND DIVERGENT THINKING

problem

l i l

solution solution

TM 5-8

logical
path

solution

problem

solution solution
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THE CREATIVE PROCESS

A

A A

A

preparation

incubation

TM 5-9

illumination

verification A = Alternative
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Supplement 
to Chapter Five

Planning and Decision Aids
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QUANTITATIVE FORECASTING

Time Series Methods
-- Trends
-- Seasonal patterns
-- Cyclical patterns

TM 5S-2

Explanatory Models
-- Regression models
-- Economic models
-- Leading indicators
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TM 5S-3

QUALITATIVE FORECASTING

The Delphi Method

La Prospective Approach

JUDGMENTAL FORECASTING

The Jury of Executive Opinion

Salesforce Composites
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Project 101

Project 205

Jan Feb Mar Apr May Jun

SIMPLIFIED GANTT CHART OF A PRODUCTION DEPT.TM 5S-4

Project 370

Project 418

Purchasing
Plan

Production
Plan

Shipping
Plan

Actual
Progresscurrent date
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THE CRITICAL PATH METHOD

10

20 40

60

24.3
3.0

11.0 5.3
A

B

C
D

TM 5S-5

10

30 50

60

Critical path

2.1
5.0

5.5
F G
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Graphical
or

Optimum
Combination

of

Optimum
Objective

(sales, profits,

LINEAR PROGRAMMING

TM 5S-6

Algebraic
Expressions

Resources
and

Activities

(sales, profits,
use of resources,

time)
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A DECISION TREE

FIRST
DECISION

SECOND
DECISION

TM 5S-7

build
large
plant

expected value
.60 (12) + .40 (2) = 8.0

$12 million

$2 million

high
(.60)

low
(.40)

large
expansion

medium
expansion
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build
small
plant

expected value
.60 (8) + .40 (5) = 6.8

$8 million

$5 million

high
(.60)

low
(.40)

no
expansion

outcome pointchoice
point



Total
Revenues

3000

2400

1800
Total
Costs

Variable
Costs

Break-Even
Point

BREAK-EVEN ANALYSISTM 5S-8

n 
th

ou
sa

nd
s)

600

0
0 10 20 30 40 50 60

Fixed Cost
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1200

Volume of output (in thousands)

D
ol

la
rs

 (i
n

Chapter Six
Establishing 

O i ti l G lOrganizational Goals 
and Plans

©The McGraw-Hill Companies, Inc., 1998Irwin/McGraw-Hill

VisionVision

The nonspecific directional and motivational guidance for the
entire organization.
It describes where the company or group is going in the most
general terms, but it must also provide emotional direction.
To be effective, visions must be inspiring, they must also be clear
and challengingand challenging.

Example
“To make a contribution to the world by making tools

for the mind that advance mankind.”
Steven Jobs; Apple Computers

VisionVision

To provide organizations the tools, training,
and resources they need in order to attain
management with quality rather than
management of quality.



MissionMission
A broad statement of business scope and operations that
distinguishes an organization from other, similar
organizations.
The four elements of a mission statement are:

– Purpose
– StrategyStrategy
– Behavior standards
– Values

The critical role of the organizational mission as the
basis of orchestrating managerial actions is repeatedly
demonstrated by failing firms whose short-run actions
are ultimately found to be counterproductive to the long-
run purpose.

MissionMission

•To provide our…
customers with services training programs resources…customers with services, training programs, resources, 
materials, and technologies that are high quality, consistent, 
concise, relevant, and comprehensive.

…employees with a quality compensation program that focuses 
on personal and professional growth.

…organization with a return on investment in order to provide 
future growth opportunities and the ability to enhance 
services to our customers and employees.

GoalsGoals

The refinements of the Organization’s
mission that address key issues within
the organizationthe organization.
Goals allow an organization to explain
its mission in philosophical terms.

ObjectivesObjectives

Specific statements of anticipated
lt th t f th d fi thresults that further define the

organization’s goals



Mission Goals Plans

Goal Attainment
(organizational
efficiency and

THE PLANNING PROCESS: AN OVERALL VIEW
TM 6-2

efficiency and
effectiveness)
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Strategic
Goals

Strategic
Plans

LEVELS OF GOALS

Top Management
Organizationwide

perspective

Middle Management

TM 6-3

Operational
Goals

Operational
Plans

Tactical
Goals

Tactical
Plans

Middle Management
Department
perspective

First Level
Management

Unit/Individual
perspective

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

Strategic
Goals

Tactical

MEANS -- ENDS CHAINTM 6-4

Tactical
Goals

Operational
Goals
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Goal
Content

Work
Behavior PERFORMANCE

Job knowledge
and

ability

Task
complexity

HOW GOALS FACILITATE PERFORMANCETM 6-5

Goal
Commitment

feedback

situational 
constraints
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PLANS ACCORDING TO USE

Single-Use Plans
Aim at achieving a
specific, non-recurring
goal

PROGRAM

PROJECT

TM 6-6

Standing Plans
Providing ongoing
guidance for recurring
activities

POLICIES
PROCEDURES

RULES
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Operational
GOALS
Tactical Strategic

1 year

1 t 5

GOALS / PLANS
TM 6-7

5+ years

1 to 5 years

Short
Range

Intermediate
Range

Long
Range
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1. Develop organizational goals

2. Establish specific goals

3. Formulate action plans

MBOTM 6-8

4. Implement plans, maintain self-control

5. Review progress

6. Appraise performance
Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

Chapter Seven
Strategic Management

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998



assess
environmental

factors

Identify
Current 
Mission 

Conduct
Competitive 

Analysis:
* Strengths

Develop
Specific 

Strategies: Carry Maintain

STRATEGY
IMPLEMENTATION

STRATEGY
FORMULATION

TM 7-2

assess
organizational 

factors

and 
Strategic 

Goals

* Strengths
* Weaknesses

* Opportunities
* Threats 

* Corporate
* Business

* Functional

Out
Strategic

Plans

Maintain 
Strategic 
Control
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• Type of
business

• Competitive position
• Resource development

CORPORATE STRATEGIES

ORGANIZATIONAL LEVELS OF STRATEGIES

TM 7-3

Resource development

BUSINESS STRATEGIES

• How to compete in a particular market

• How to achieve competitive advantage

FUNCTIONAL STRATEGIES
• Action plans for each functional area
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Strengths Opportunities

SWOT ANALYSIS
TM 7-4

Weaknesses Threats
COMPETITIVE
ADVANTAGE
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Rivalry

Customer Bargaining
Power

Customer
Company

Supplier Bargaining
Power

Supplier Company

PORTERS FIVE COMPETITIVE
FORCES MODEL

TM 7-5

Threat of
New Entrants

Threat of
Substitutes

Power
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FOUR CRITICAL FACTORS FOR
COMPETITIVE ADVANTAGE

TM 7-6

COMPETITIVE

ORGANIZATION
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COMPETITIVE 
ADVANTAGEVALUE RARENESS

IMITABILITY

Expansion

Growth

Growth

CORPORATE STRATEGIES

TM 7-7

GNP or Inflation

=Stability

Defensive More Profitability

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

STARS QUESTION

BCG GROWTH - SHARE MATRIX

w
th

 R
at

e

LowHigh

High

Relative Competitive Position
(market share)

R
em

ai
nd

er
di

ve
st

ed

(net users
of resources)

TM 7-8

STARS MARKS

CASH
COWS DOGS

M
ar

ke
t G

ro
w

Low

(net suppliers
of resources)
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PRODUCT/MARKET EVOLUTION MATRIX

The Business Unit’s
Competitive Position

Development

Growth

strong average weak

A

B
C

ge
 in

 th
e

e-
C

yc
le

TM 7-9

Competitive
shake-out

Saturation

Decline

D

E

F

G

H

T
he
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Maturity



Chapter Eight

Basic Elements of Organization
Structure

©The McGraw-Hill Companies, Inc., 1998Irwin/McGraw-Hill

Skill variety
Task identity
Task significance

Autonomy

Experienced
meaningfulness 
of the work

Experienced
responsibility for

High internal work
motivation

High “growth”
satisfaction

CORE JOB
CHARACTERISTICS

CRITICAL
PSYCHOLOGICAL

STATES
OUTCOMES

JOB CHARACTERISTICS MODELTM 8-2

Autonomy

Feedback from job

responsibility for
outcomes of the 
work

Knowledge of the 
actual results of the
work activities

satisfaction

High general
job satisfaction

High work
effectiveness

Moderators:
1. Knowledge & Skills
2. Growth-need Strength
3. “Context” Satisfactions
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W
1

W
2

W
3

T
1

T
2

T
3

JOB
SIMPLIFICATION

JOB
ROTATION

W
1

W
2

W
3

TM 8-3

ROTATION

JOB
ENLARGEMENT

T
1

T
2

T
3

W
1

W
2

W
3

T
1,2.3

T
1,2,3

T
1,2,3
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ALTERNATIVE WORK SCHEDULES

FLEXTIME Core hours

6 7 8 9 10 11 12 1 2
3 4

5 6

a.m.

p.m.

TM 8-4

JOB
SHARING

M T W R F

M T W R F
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Worker B

Worker A

a.m.
p.m.



M T W R F Sa Su
8 a.m.

6 p.m.

Working hours

Hours off

COMPRESSED WORKWEEKTM 8-5

M T W R F Sa Su M T W R F Sa Su
8 a.m.

8 p.m.
Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

SPAN OF MANAGEMENT

Org.
Level

MEMBERS AT
EACH LEVEL

1

2

3

TM 8-6

(highest) 1

4

16

64

1

8

64

512
4

5

6

7 Span of 4
Operatives : 4,096
Managers : 1,396

Span of 8

Operatives : 4,096
Managers : 585
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64

256

1,024

4,096

4,096

CENTRALIZATION DECENTRALIZATION
TM 8-7

i i G

small
centralized

simple
certain

size
geographics
technology

environment

large
dispersed
complex

uncertain

factors
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Restrictive
policies, rules,

procedures

General 
policies, rules,

procedures

President

Legal 
Department

Line authority
Staff authority

TM 8-8

TYPES OF AUTHORITY

Vice-President,
Production

Vice-President,
Marketing

Vice President,
Accounting

Department
A

Department
B

Department
C

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998



Chapter Nine
Strategic Organization

Design
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STRATEGY AND ORGANIZATION STRUCTURE

S A G

CONTINGENCY
FACTORS

* technology
* size
* environment

ORGANIZATIONAL
STRUCTURE ORGANIZATIONAL 

GOALS

TM 9-2

STRATEGY * functional
* divisional
* hybrid
* matrix

GOALS
* efficiency
* effectiveness

STRUCTURAL METHODS for
PROMOTING INNOVATION:
* roles * reservations
* differentiation * transfer process
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OrganizingOrganizing

The process of determining how
resources are allocated and
prepared in order to accomplish
an organization’s mission.

Organizational StructureOrganizational Structure

The result of the organizing process;
consists of relationships amongconsists of relationships among
tasks and authority, reporting
relationships, grouping of jobs, and
systems of coordination.



Formal StructureFormal Structure

An organizational structure
sanctioned by the organization andy g
designed to achieve its objectives.

Informal StructureInformal Structure

Any structure within an
organization that has notorganization that has not
been formally prescribed by
it.

OrganizationOrganization

A group of people working
together to achieve a commong
purpose.

JobJob

A collection of tasks assigned to
one individual.



Division of LaborDivision of Labor

The subdivision of objectives and
plans into small and smaller unitsp
until they reach the task level.

Specialization of LaborSpecialization of Labor

The division of a task into smaller
and smaller sub-units until it can be
repeated easily and successfully by
an individual or group.

DifferentiationDifferentiation

The process through which each
organization, and each department
within an organization adapts itswithin an organization, adapts its
sub-components, including structure,
processes, and members’ behaviors,
to meet the constraints of it specific
environment

PowerPower

The ability to influence others to
carry out orders, or to doy
something they would not have
done otherwise, in order to
achieve desired outcomes.



AuthorityAuthority

Legitimate Power

Delegation of AuthorityDelegation of Authority

The distribution of authority
among subordinates so that theyg y
can make decisions and engage in
activities designed to achieve the
organization’s objectives.

Organizational DesignOrganizational Design

OrganizingOrganizing

The process of determining
how resources are allocated and
prepared to accomplish an
organization’s mission.



A collection of people working
t th t hi

OrganizationOrganization

together to achieve a common
purpose.

Corporate
Planning Leadership Resource

Identification
Strategic
Planning Customer

Satisfaction
Surveys

Sales
Planning Motivation

Performance
Appraisals

Morale
Studies

ORGANIZATIONORGANIZATION
MIS

Process
Development

Systems
Analysis Departmental

Planning

Reward
and

Recognition
Systems

Organizational
Development Internal

Control
Development

Resource
Development

Pay
for

Performance

ORGANIZATIONORGANIZATION

The creative problem solving
process of planning, organizing,
leading and controlling an

ManagementManagement

leading and controlling an
organization’s resources to
achieves its mission and
objectives.

Activities directly associated with
accomplishing an organization’s

Mission FunctionsMission Functions

accomplishing an organization s
mission. These include planning,
Organizing, Leading, and Controlling



Corporate
Planning Leadership Resource

Identification
Strategic
Planning Customer

Satisfaction
Surveys

Sales
Planning Motivation

Performance
Appraisals

Morale
Studies

ORGANIZATIONORGANIZATION
MIS

Process
Development

Systems
Analysis Departmental

Planning

Reward
and

Recognition
Systems

Organizational
Development Internal

Control
Development

Resource
Development

Pay
for

Performance

ORGANIZATIONORGANIZATION

The Management Functions

Planning
Organizing

Creative
Problem

WHAT MANAGERS DO
LEADS TO

ACHIEVEMENT OF

Organizational
Vision Mission

Leading
Controlling

Problem
Solving

Vision, Mission
Goals, and
Objectives

Total Quality Management

ORGANIZATIONORGANIZATION
Functions of Management

Planning Organizing Leading Controlling

Corporate
Planning

Strategic
Planning

Organizational
Development

MIS

Internal
Control
Development

Process
Development

Leadership

Motivation

Total Quality Management

ORGANIZATIONORGANIZATION
Functions of Management

Planning Organizing Leading Controlling

Planning

Sales
Planning

Departmental
Planning

Development

Customer
Satisfaction
Surveys

Performance
Appraisals

Systems
Analysis

Development

Resource
Identification

Resource
Development

Morale
Studies

Reward
and
Recognition
Systems

Pay
for
Performance



Total Quality Management

ORGANIZATIONORGANIZATION
Functions of Management

Planning Organizing Leading Controlling

Creative Problem Solvingg

PRESIDENT

Vice President Vice President Vice President

FUNCTIONAL STRUCTURE
TM 9-3

Vice President
Research / Devel.

Vice President
Manufacturing

Vice President
Marketing

Product A Product B Product C
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PRESIDENT

Vice President
A

Vice President Vice President
C

DIVISIONAL STRUCTURETM 9-4

Product A
Division

Product B
Division

Product C
Division

Research /
Development Manufacturing Marketing
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PRESIDENT

Vice President
Beverage Div.

Vice President
Frozen Food Div.

Vice President
Cereals Div.

PRESIDENT

Division by Product

Division by Geography

FORMS OF DIVISIONAL STRUCTURETM 9-5

Vice President
Eastern Region

Vice President
Central Region

Vice President
Western Region

PRESIDENT

Vice President
Consumer Products

Vice President
Commercial Products

Vice President
Institutional

Division by Customer
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HYBRID STRUCTURE

TM 9-6

Fu
nc

tio
na

l D
ep

ts
.

LEGAL R&D MKTG. PERSONNEL

PRESIDENT

Irwin/McGraw-Hill
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VP Asia VP AfricaVP Americans

VP Europe VP Middle East

MATRIX ORGANIZATION

General
Manager

Functional
Manager A

Functional
Manager B

Functional
Manager C

Project
Manager 1

Functional
Group
Project Team

TM 9-7

Manager 1

Employee
A1

Employee
B1

Employee
C1

Project
Manager 2

Employee
A2

Employee
B2

Employee
C2
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CONTINGENCY FACTORS AFFECTING
STRUCTURAL EFFECTIVENESS

Technology Size Environment

Complexity

Unit and

Interdependence

Pooled

Trends

Complexity

Stable

Mechanistic

Unstable

Organic

TM 9-8

Unit and
Small Batch

Large Batch
and Mass

Continuous

Pooled

Sequential

Reciprocal

p y

Staff

Rules
and

Regulations

Decentralization

Characteristics

Low
Differentiation

g
Characteristics

High
Differentiation

Need for
Greater

Integration
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Chapter Ten
Managing Diverse Human

Resources
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Maintaining

HUMAN RESOURCE MANAGEMENT

TM 10-2

Human
Resource
Planning

Staffing
Development

and
Evaluation

Compensation

Maintaining
Effective

Work Force
Relationships
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STAGE 3

STAGE 2

COMPETITIVE
ADVANTAGE

DEVELOPMENT OF
HUMAN RESOURCE MANAGEMENT

TM 10-3

STAGE 1

FILE
MAINTENANCE

GOVERNMENT
ACCOUNTABILITY
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JOB ANALYSIS
- Job description

HUMAN RESOURCE PLANNING

DEMAND
Forecasting:
J d t l

SUPPLY
Internal

d

TM 10-4

- Job description
- Job Specification

Judgmental
Qualitative

Quantitative

and
External
Labor
Supply

AFFIRMATIVE ACTION
POPULATION TRENDS
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Organizational
Goals

Attract
Individuals
Recruitment
• Internal:

job posting
• External:

advertising
college

Select
Individuals

The right 
candidate
for the job:
• Validity of :

application 

STAFFING
TM 10-5

college
recruiting
employment
agencies
informal
referrals

blanks
interview
tests
assessment
centers
reference
checks
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PHASES OF THE TRAINING PROCESS
TM 10-6

1. Assessment 2. Training design,
Implementation 3. Evaluation

• determining
training 
needs

• determining
training

h d

• assessing the
results of the
t i ineeds

• identifying
training
objectives

• developing
criteria for
evaluation

methods

• developing
training
materials

• conducting the
training

training 
against
the established
criteria

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 
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1

THE PROCESS OF
PERFORMANCE APPRAISAL

TM 10-7

23
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COMPENSATION: EQUITY ISSUES
External Equity

Pay survey:
benchmark or key job

Internal Equity
Job evaluation:
the point factor method

Individual Equity

TM 10-8

Individual Equity
Direct:

• pay raises (seniority and 
performance)

• broadbanding
• skill-based pay
• gainsharing

Indirect:
• benefits
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Chapter Eleven
Change Management And Innovation
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UNCERTAINTY

CONTROVERSY

CHARACTERISTICS OF THE INNOVATION PROCESS
TM 11-2

KNOWLEDGE
INTENSIVE

CROSSES
ORGANIZATIONAL

BOUNDARIES

The Innovation Process
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ORGANIZATIONAL LIFE CYCLE

O
N

hi
gh

Renewal

TM 11-3

IN
N

O
VA

T
IO

lo
w

Entrepreneurial
Stage

Collectivity
Stage

Formalization
Stage

Elaboration
Stage

Maintenance

Decline
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Planned Change
Formally Stated
Plan

Organizational
Objectives

PLANNED VERSUS REACTIVE CHANGE

Perceived problems, threats or opportunities

TM 11-4

Reactive Change
Response
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Gain recognition
of the Problem
or Opportunity

Line Up
Powerful

Sponsor(s)

Develop and
Communicate 

a Vision

Empower Others
to Act Out
the Vision

THE CHANGE MANAGEMENT AND
INNOVATION PROCESS

TM 11-5

Monitor and
Institutionalize

Changes

Consolidate
Improvements 
and Facilitate

Further Change

Plan for and
Reward Visible

Progress

Prepare to 
Overcome
Resistance
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WHY PEOPLE RESIST CHANGE

Self
Interest

Lack of 
Trust

Low 
Tolerance for

Change

TM 11-6

Misunder-
standing

Different
View of

Change Value

Change
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LEWIN’S MODEL OF INDIVIDUAL CHANGE

Refreeze New Behavior

Change: Learn New Behavior

Step 3

Step 2

TM 11-7

Unfreeze Current Situation Change
Process

Step 1
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Driving Forces of Change
Historically good

company-union
relations

Foreign competition

Recent company
losses

Deteriorating company-
union relations

Stringent work rules

Current benefit costs

Restraining Forces against Change

FORCE FIELD ANALYSISTM 11-8

Current High
Cost Level

Cheaper sources
available outside

Union desire to
save jobs

Company reluctance
to eliminate jobs

Desired Lower
Cost Level

Current pay costs

Employee absenteeism
levels

Company desire for
flexibility in layoff
decisions

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

Chapter Twelve

Motivation
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TM 12-2

SIMPLIFIED MODEL OF THE MOTIVATION PROCESS

Needs
• Hierarchy of

needs theory
• Two factor theory
• ERG theory
• Acquired 

needs theory

Cognitive
Activities

• Expectancy theory
• Equity theory
•Goal-setting 

theory
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Behaviors

Rewards/
Reinforcement
• Reinforcement 

theory
• Social learning

theory

Maslow’s
Hierarchy
of Needs

Maslow’s
Hierarchy
of Needs

Esteem NeedsEsteem Needs

Self
Actualization

Self
Actualization

Physiological NeedsPhysiological Needs

Security NeedsSecurity Needs

Social NeedsSocial Needs

Esteem NeedsEsteem Needs

TM 12-3

Self 
Actualization

Needs

Challenging  projects, opportunities
for innovation and creativity, training

Important projects, recognition,
prestigious office location

Potential Means of Fulfillment
at  work
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Esteem Needs

Belongingness Needs

Safety Needs

Physiological Needs

prestigious office location

Good coworkers, peers, superiors,
customers

Job security; benefits, like life insurance;
safety  regulations

Basic pay, work space, heat, water,
company cafeteria

TM 12-4

TWO FACTOR THEORY

Hygiene Factors Motivators

Pay
Working Conditions

Supervisors
Company Policies

Benefits

Achievement
Responsibility

Work itself
Recognition

Growth & Achievement
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Resolve Dissatisfaction Promote Satisfaction

Neutral
(neither dissatisfied nor satisfied)



TM 12-5

GROWTH
NEEDS

RELATEDNESS

satisfaction-
progression
principle

ERG THEORY

frustration-
regression
principle
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NEEDS

EXISTENCE
NEEDS

TM 12-6

EXPECTANCY THEORY

E         P Expectancy

What is the probability 
that I can perform at the 

required level if 

P         O Expectancy

What is the probability 
that my good performance

will lead to desired

Valence

What value do I place
on the potential

outcome?
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I try? outcomes? outcome?

Effort Performance Outcomes

TM 12-7

Positive
Reinforcement

Negative
Reinforcement

Increases
Behavior

Effect on
Behavior

REINFORCEMENT THEORY
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Extinction Punishment
Decreases
Behavior

Encourages
Maturity

Encourages
Immaturity

Effect on
Maturity

TM 12-8

SCHEDULES OF REINFORCEMENT

Fixed Interval

Reinforcement
administered every

x minutes

Variable Interval Variable Ratio

Fixed Ratio

Reinforcement
administered every
xth occurrence of

the behavior

Fixed

g 
of

 R
ei

nf
or

ce
m

en
ts
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Timing of 
reinforcers varies
randomly around 
some average time

period

# of occurrences of 
the behavior required 
to receive reinforcer 

varies randomly
around some average

number

Variable

Passage of
Time

Number of Times
Behavior Occurs

Basis for Determining Frequency of Reinforcement

Sp
ac

in
g 

or
 T

im
in

g



TM 12-9

SOCIAL LEARNING THEORY

PERSON
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BEHAVIOR ENVIRONMENT

Symbolic Processes

Vicarious Learning

Self-Control

Chapter Thirteen

Leadership

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

TM 13-2

POWER

reward coercive expert referent legitimate information
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TM 13-3 THEORIES OF LEADERSHIP

TRAIT THEORY • Characteristics of the individual

BEHAVIORAL THEORIES

• University of Iowa
Styles: autocratic, democratic, laissez-faire

• Continuum of Leader Behaviors
• University of Michigan

Employee-Centered vs. Job-Centered
• Ohio State University
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Initiating Structure/Consideration 
• Managerial Grid

SITUATIONAL THEORY
• Contingency Model
• Normative Leadership Model
• Situational Leadership Theory
• Path-Goal Theory

TRANSFORMATIONAL
LEADERSHIP • Transactional/Transformational Leaders



TM 13-4

Use of Authority
by the Manager

Area of Freedom
for Subordinates

TANNENBAUM/SCHMIDT
CONTINUUM OF LEADERSHIP BEHAVIOR
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y g

Boss-
Centered
Leadership

Subordinate
Centered
Leadership

TM 13-5

THE OHIO STATE TWO-DIMENSIONAL
MODEL OF LEADER BEHAVIORS

Low Initiating
Structure

High
Consideration

High Initiating
Structure

High
Consideration

High
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High Initiating
Structure

Low
Consideration

Low Initiating
Structure

Low
Consideration

Low

Low High

Consideration

Initiating Structure

(HIGH)

RELATIONSHIP
BEHAVIOR

N
G

P
A
R

T
I
C

I P
AT

I N G S E
L

L
I

N
G

T
E

HIGH
RELATIONSHIP

AND
LOW TASK

HIGH TASK
AND
HIGH

RELATIONSHIP

S3 S2

S4 S1

(LOW) (HIGH)

(LOW)

MATURITY   ( M )   OF FOLLOWER(S)

MATURE
MODERATE

M4 M3 M2 M1

HIGH LOW

TASK BEHAVIOR

D E LE
G

A
T

I L
L

I
N

G
LOW

RELATIONSHIP
AND

LOW TASK

HIGH TASK
AND
LOW

RELATIONSHIP

TM 13-6 SITUATIONAL LEADERSHIP THEORY

3 2

High Rel.
Low task
Low Rel.
Low task

High Task
High Rel.
High Task
Low Rel.rti
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N
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4 1
(LOW) (HIGH)TASK BEHAVIOR

(S
up

po
r

R
EL

AT
IO

N

R4 R3 R2 R1

FOLLOWER READINESS
MODERATEHIGH LO

W



TM 13-7 NEUTRALIZERS (N) AND SUBSTITUTES (S) FOR
TASK ORIENTED (T-O)

AND RELATIONSHIP-ORIENTED (R-O) LEADER BEHAVIOR
R-O T-O

ability and experience
professional orientation
need for independence
low valence for rewards
routine
methods specified

S

N
SS

S
S

N
N N

k
Su

bo
rd

in
at

e
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clear feedback
intrinsically satisfying
formal plan and goals
rigid rules and procedures
active staff function advice
cohesive work group
low reward power
physical distance

S
S

S

SS

N
N

NN
NN

O
rg

an
iz

at
io

n
Ta

s
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ADD-ON EFFECT OF
TRANSFORMATIONAL LEADERSHIP

Transformational
Leadership

Transformational

Current
state of

expected

Heightened
motivation

to attain
d i t d
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Transformational
Leadership

p
subordinate

effort

designated
outcome

(extra effort)

Normal
expected

subordinate
performance

Subordinate
performance 

beyond
normal

expectations

Chapter Fourteen
Managerial Communication and 

Interpersonal ProcessInterpersonal Process

Sender

Personality
Role

Status
Perception
Self-Image

Barriers

Receiver

Personality
Role

Status
Perception
Self-Image

A Basic Model Of CommunicationA Basic Model Of Communication

Self Image Self Image

Ideation     Encoding     Transmission     Receiving     Decoding     Understanding
and Action

Feedback

Noise



Communication Test

TM 14-2

stimulus encodes decodes

THE COMMUNICATION PROCESS
SENDER RECEIVER

i

Message/
Medium
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decodes encodes

noise

Feedback/
Medium

TM 14-3

Selection Organizing Interpreting

THE PERCEPTION PROCESS
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meaning

TM 14-4

PERCEPTION AND ATTRIBUTIONAL DISTORTIONS

Perceptual
defense

Self-serving
bias
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Stereotyping

The halo effect

Projection



TM 14-5

High Context
Germany

CONTINUUM OF LOW AND HIGH
CONTEXT CULTURES
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Low ContextAsia

TM 14-6

CENTRALIZED COMMUNICATION NETWORKS
Y X Chain

X xx

DECENTRALIZED COMMUNICATION NETWORKS
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Circle All-channel

DECENTRALIZED COMMUNICATION NETWORKS

TM 14-7

• rationale for doing jobs
• organization’s policies, practices
• performance appraisals
• sense of mission

Vertical: Downward

Vertical: Upward
• reports on work, progress
• unsolved problems requiring managerial assistance

COMMUNICATION PATTERNS

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

• Suggestions and ideas
• Subordinates’ feelings about jobs, co-workers,

the organization

Horizontal
• task coordination
• information sharing
• problem solving
• conflict resolution
• peer support

Chapter Fifteen
Managing Groups and Teamwork

©The McGraw-Hill Companies, Inc., 1998Irwin/McGraw-Hill



TM 15-2

Formal
Groups

Command 
or

Functional
Groups

Task
Groups

Permanent
Task

Groups

Temporary

TYPES OF WORK GROUPS
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WORK
GROUPS

p y
Task

Groups

Informal
Groups

Interest
Groups

Friendship
Groups

TM 15-3
THE INFORMAL GROUP EMERGENCE PROCESS

FORMAL GROUPS
Required:
• activities
• interactions
• sentiments
Given:
• sentiments and values

Organizational
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Emergent
activities

Informal
Groups

g
Output

TM 15-4 FACTORS OF WORK GROUP COMPOSITION

Characteristics
of members:

Attraction
to the group:

• task relevant
expertise

• appropriate
interpersonal
kill

• other group
members

• activities of
the group

• goals or 
fWORK

GROUP
COMPOSITION

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

skills
• a moderate

degree of 
diversity
among
members

purposes of
the group

• need for 
affiliation

• as a means to
achieve a goal
outside the
group

TM 15-5

Group Task Roles

• getting the task
done              

Initiator-contributor
Information seeker
Information giver
Coordinator

Group Maintenance
Roles
• maintaining good

relationships
among members

Encourager
Harmonizer
Gatekeeper
Standard setter

G
O
A
L
S  

GROUP MEMBER ROLES
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Orientor
Energizer

Standard setter
Group observer
FollowerIndividual Roles

• serving individual
needs
Aggressor
Blocker
Recognition seeker
Dominator



One small event inside a strategy designed to change the way your organization
runs its business.

The vision for this strategy is to have your organization as a leader in its
chosen markets on a world wide basis.

The goal of the strategy is to create a culture where the focus of every employee
is conformance to negotiated customer requirements 100% of the time.

Why Work GroupsWhy Work Groups

The energy currently driving the strategy is coming out of the need to survive.

A key element of the strategy is full utilization of the human potential that lies
virtually dormant in our work force.

A work technology that has been successful in dramatically increasing the
utilization of human potential on the job is "self managing work groups”.

A requirement for installing self managing work groups is a new set of skills
and knowledge at all levels of the organization.

SynergySynergy

SynergySynergy SynergySynergy

8888



SynergySynergy

10101010
A true work group is defined as four to seven people
who share responsibility and accountability for
consistently providing their external and internal
customers with innovative products and services

Work Group DefinedWork Group Defined

cus o e s w ov ve p oduc s d se v ces
that fully satisfy their requirements.

MORALE
WORK GROUP SUPPORT
COMMITMENT TO COMMON GOALS
PROCESS OWNERSHIP
ORGANIZATION
EMPOWERMENT

Work Group EnablersWork Group Enablers

EFFECTIVE COMMUNICATION
WORK GROUP CONFIDENCE
ORGANIZATIONAL AWARENESS
COOPERATION
NORMS AND ROLES
TRUST
PROACTIVE BEHAVIOR

More responsibility

More authority

More skills and training

What Today's Employees WantWhat Today's Employees Want

More decision making power

More information

More influence

More rewards - both intrinsic (the work itself) and extrinsic 
(recognition, praise, money based on performance)



Quality alone will not insure success
Workers more responsible for quality and cost savings

Moving beyond quality
Productive work continues

Self management
Multi-functional people

G i h i

Where are Organizations GoingWhere are Organizations Going

Gain sharing
Minimal but clear boundaries

Application of quality tools
Use of information technology and knowledge-based tools

Everyone working “smarter”
Constant change and innovation

Proactive not reactive culture
Everyone acting like an “owner”  (motivated, committed, empowered)

State-of-Mind Shift

• Autocratic Style Participative Style

• Directive Decision-making Consensus Decision-making

• Competitive Cooperative

• Tell me what to do How can WE work smarter

It’ l j b It’ MY j b• It’s only a job It’s MY job

• Skilled in one job Constantly Learning

• Low risk-taking Innovation

• Reacting to Change Seizing Opportunities

• Stability and Predictability Constant Change

• I only work here I am the company

• People as spare parts People as valuable resources

• Mngmnt & Emps as adversaries Mngmnt & Emps as partners

The Shape of the Successful OrganizationThe Shape of the Successful Organization

• Flat
• Information Oriented
• Fast
• Continuously Improving

C D i• Customer-Driven
• Quality as a Process
• Constantly Training and Learning
• Work Groups are a Process
• Partnerships and Strategic Alliances
• Rewards Tied to Measurable Performance

Tuckman Group Development ModelTuckman Group Development Model

Stage 1 - FormingStage 4 - Performing

Stage 2 - StormingStage 3 - Norming



Tuckman Group Development ModelTuckman Group Development Model

Stage 1 - Forming

• Characterized by testing 
and dependence on formal / 

informal leadership

Tuckman Group Development ModelTuckman Group Development Model

Stage 1 - Forming

• Characterized by testing 
and dependence on formal / 

informal leadership

Stage 2 - Storming

• Characterized by intra-
group conflict

Tuckman Group Development ModelTuckman Group Development Model

Stage 1 - Forming

• Characterized by testing 
and dependence on formal / 

informal leadership

Stage 2 - Storming

• Characterized by intra-
group conflict

Stage 3 - Norming

• Characterized by the 
development of group 

cohesion

Tuckman Group Development ModelTuckman Group Development Model

Stage 1 - Forming

• Characterized by Testing 
and dependence on formal / 

informal leadership

Stage 4 - Performing

• Characterized by the 
groups ability to solve 

problems and make 
decisions

Stage 2 - Storming

• Characterized by intra-
group conflict

Stage 3 - Norming

• Characterized by the 
development of group 

cohesion



Stage 1 Stage 2 Stage 3 Stage 4

Work Group EffectivenessWork Group Effectiveness
Through the Stages of Work Group Development

Commitment ( Morale)
Productivity
Competence

TM 15-6

Forming

Storming

Norming

STAGES OF GROUP DEVELOPMENT

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

Norming

Performing

Adjourning

CREATIVITY
AND

TM 15-7

• Identify problems
• Form a consensus about
what should be done

• Implement necessary actions

Entrepreneurial Teams
• Develop and implement

TEAMS

INNOVATION

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

• Develop and implement
innovative ideas to create or
improve products or services

Self-Managing Teams
• Take responsibility for a task

area without day-to-day
supervision • Make recommendations

on a specific issue

TASK FORCE

TM 15-8 FIVE MAJOR INTERPERSONAL CONFLICT-
HANDLING MODES

Compromising

Competing Collaborating
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Compromising

Avoiding Accommodating
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Uncooperative                                                    Cooperative
Cooperativeness

(attempting to satisfy the other’s concerns)



AgreementAgreement

High

BedfellowsBedfellows AlliesAllies

Fence SittersFence Sitters

Agreement / Trust MatrixAgreement / Trust Matrix

AgreementAgreement

TrustTrust

Low

HighLow

AdversariesAdversaries OpponentsOpponents

Fence SittersFence Sitters

Chapter Sixteen
Controlling the Organization

TM 16-2

Controls help managers:

FIVE CONTROL CHALLENGES

identify
opportunities

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

cope with
uncertainty

detect
irregularities

pp

handle complex
situations

decentralize
authority

TM 16-3 THE CONTROL PROCESS

Determine Areas to Control

Establish Standards

Measure Performance

Compare Performance
against Standards
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g

Not met Met, or exceeded

Take
Corrective

Action
Recognize

Performance

Adjust Standards & Measures
as Necessary



TM 16-4

Help employees understand
what is expected

Help detect job difficulties
related to personal

S
T
A
N

THE EFFECTS OF STANDARDS ON 
EMPLOYEE BEHAVIOR
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related to personal
limitations of members

Help reduce the negative 
effects  of goal incongruence

D
A
R
D
S

TM 16-5

TYPE OF CONTROLS

BY TIMING

Feedforward Control
- regulation of inputs

Concurrent Control
- regulation of ongoing

activities
Feedback Control
- regulation after

production/service completion
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MULTIPLE CONTROL
SYSTEMS

Use of two or more of the
timing controls; involves
several strategic control points

CYBERNETIC 
vs.

NON-CYBERNETIC

Self-regulating control system 

A control system that relies
human involvement

TM 16-6

Bureaucratic Control

MANAGERIAL APPROACHES
TO IMPLEMENTING CONTROLS
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Clan Control

Market Control

TM 16-7 DYSFUNCTIONAL CONTROL SIDE EFFECTS

Behavior Displacement
- inadequate analysis of controls

in relation to desired outcomes
- emphasis on quantification over

qualitative aspects
- emphasis on activities over

end results

Game Playing
i l t d d/
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- manipulated resource usage and/or
data rather than bona fide
performance improvements

Operating Delays
- delays caused by feedforward and

concurrent controls

Negative Attitudes
- the result of excessive or poorly

designed controls



TM 16-8 CHARACTERISTICS OF AN EFFECTIVE
CONTROL SYSTEM

Future Oriented

Cost Effective

Multidimensional

Accurate
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Realistic

Monitorable

Flexible

Timely

Acceptable to
Organization Members

Chapter Seventeen
TQM and Managerial Control Methods
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Total Quality ManagementTotal Quality Management

The creative problem solving
process of managing quality
throughout the organization in orderthroughout the organization in order
to improve its products and services
and the processes by which those
products and services are made or
take place.

W. Edwards DemingW. Edwards Deming

The father ofThe father of 
Quality.



J. M. JuranJ. M. Juran

Juran Trilogy

1. Quality Planning
2. Quality Control
3. Quality Improvement

Quality PlanningQuality Planning

The activity of establishing quality
goals and developing the productsgoals and developing the products
and processes required to meet
those goals.

Quality ControlQuality Control

Follows the basic steps of the control model:

Evaluate actual quality performanceq y p
Compare actual performance to quality goals
Act on the differences

Sounds Like ISO

The Language of QualityThe Language of Quality

Think of a product that you associate with
quality. What makes you think that it is a
quality product. Often, we associate price
with quality. For example, we think of
products such as Mercedes-Benz cars,
Nikon cameras, or anything bought on
Rodeo Drive as quality products. But when
we talk about quality here, we have a very
specific definition.



Quality DefinedQuality Defined

Efficiently conforming to customer
requirements both internal and
external.

CustomerCustomer

Anyone that receives an output from any
of your processes, both within the
company and external to the company.

l f i d lMost employees of companies deal
more often with internal customers
rather than external customers.
However, all processes eventually lead
to the external customer.

RequirementsRequirements

The needs, wants and / or expectations
of the customer.

ConformanceConformance

The ability of the output of any given
process to meet all of your customer’sprocess to meet all of your customer s
requirements.



EfficientlyEfficiently

The ability to meet your customer’s
requirements with a minimum ofrequirements with a minimum of
effort, time, expense, or waste.

Customer RequirementsCustomer Requirements
Ask for your customers requirements:

How can you provide output from your process unless you 
know what your customer wants?  Do not make 
assumptions.

Ask for specifics:

A customer wants his car painted things to ask would be:

What color?
How many coats?
When needed?
Do they want pin striping?

Test for UnderstandingTest for Understanding

After you have asked for your
customer’s requirements, tell them
back to the customer and ask if that isback to the customer and ask if that is
what they require. If it is not, redefine
the requirements until they meet the
customer’s expectations.

Measuring QualityMeasuring Quality

Since quality means meeting our customers
expectations with no variance to their
requirement’s, then there is only one way toq , y y
know if we are in conformance:

We must measure our output against the
requirements of our customer.



CustomerCustomer

Anyone that receives an output from any
of your processes, both within the
company and external to the company.
Most employees of companies deal more
often with internal customers rather than
external customers. However, all
processes eventually lead to the external
customer.

Organizational Customer IdentificationOrganizational Customer Identification

Customer
Call

Receptionist Customer
Service

Product
Coordinator

Organizational Customer IdentificationOrganizational Customer Identification

Customer

Customer

Delivery Manufacturing

Accounting
Billing

Accounting
Accts. Rec.

Customer
Call

Receptionist Customer
Service

Product
Coordinator

Organizational Customer IdentificationOrganizational Customer Identification

Originator

Customer

Customer

Delivery Manufacturing

Accounting
Billing

Accounting
Accts. Rec.



Customer
Call

Receptionist Customer
Service

Product
Coordinator

Organizational Customer IdentificationOrganizational Customer Identification

Originator Customer
Service
Supplier

Customer

Customer

Delivery Manufacturing

Accounting
Billing

Accounting
Accts. Rec.

Customer
Call

Receptionist Customer
Service

Product
Coordinator

Organizational Customer IdentificationOrganizational Customer Identification

Originator Customer
Service
Supplier

Receptionist
Customer /

Product Coordinator
Supplier

Customer

Customer

Delivery Manufacturing

Accounting
Billing

Accounting
Accts. Rec.

Customer
Call

Receptionist Customer
Service

Product
Coordinator

Organizational Customer IdentificationOrganizational Customer Identification

Originator Customer
Service
Supplier

Receptionist
Customer /

Product Coordinator
Supplier

Customer Service
Customer /

Manufacturing
Supplier

Customer

Customer

Delivery Manufacturing

Accounting
Billing

Accounting
Accts. Rec.

End
User

Manu. Customer /
Customer Supplier /
Accounting Supplier

Product Coordinator
Customer /

Delivery Supplier

Delivery Customer /
Customer Supplier

Acct. Customer /
Accts. Rec Supplier

Customer’s
Customer

Organizational Process Connectivity (FLOW)Organizational Process Connectivity (FLOW)



Customer
Call Receptionist Customer

Service
Product

Coordinator

Organizational Process Connectivity (FLOW)Organizational Process Connectivity (FLOW)

Customer

Customer

Delivery Manufacturing

Accounting
Billing

Accounting
Accts. Rec.
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Service
Product

Coordinator
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Customer

Customer

Delivery Manufacturing

Accounting
Billing
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Customer
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Customer
Call Receptionist Customer

Service
Product

Coordinator

Organizational Process Connectivity (FLOW)Organizational Process Connectivity (FLOW)

Customer

Customer

Delivery Manufacturing

Accounting
Billing

Accounting
Accts. Rec.

Customer
Call Receptionist Customer

Service
Product

Coordinator

Q QQ Q

Organizational Process Connectivity (FLOW)Organizational Process Connectivity (FLOW)

Customer

Customer

Delivery Manufacturing

Accounting
Billing

Accounting
Accts. Rec.

QQ

Q Q

Q

Process ObsessedProcess Obsessed

Process DefinedProcess Defined

The step by step instructions that describe the actions
needed to be done in order to meet customer
requirements.

A written process is basically the directions to
accomplishing a given task. Just as we refer to the
instruction manuals to use devices such as VCR’s,
TV’s, Stereo’s, and building model airplanes, our
work processes tell us how to accomplish our task so
that it conforms to customer expectations.



Reasons We Use Written ProcessesReasons We Use Written Processes

To meet customer expectations consistently.

To have the ability to measure process output.

To have the ability to measure process input.

To be able to cross train and retrain new and existing
employees.

Tend to be the focus of quality inspectors.

Written ProcessesWritten Processes
A written process gives us the clear understanding of the tasks
requirements by providing us the following key elements.

Knowing what the requirements of the customer are.
Knowing what inputs we need to meet those customer
requirements.q
Knowing what actions must be applied to the inputs in
order to produce output.
Being able to verify that correct inputs are being
received.
Being able to verify that correct output is being
produced.

Let’s look at the key elements one by one and determine how
they are produced.

Customer RequirementsCustomer Requirements

There is only one way to know what the
customer requires and that is to ask them. Be
sure to ask as specific questions as possible in
order to be sure that you are meeting all of the
customer’s requirements. Then, test for
understanding in order to insure that you heard
the requirements the same way that the customer
meant them.

InputInput

Input is the product that you need in order to apply
work to it so that you produce output that meets your
customer’s requirements. In this case, you are the
customer of the person or company providing you
with the input. It is necessary for you to be as
specific as possible to your supplier so that they can
meet your requirements in order for you to meet
your customer’s requirements. Be sure and test for
understanding so that your supplier heard hear
requirements the way that you meant them.



OutputOutput

Your finished product that fully meets
your customers expectationsyour customers expectations.

Measuring InputMeasuring Input

One step of your process must be to
determine if the input from your
supplier meets your requirements. To
do so, the input must equal whatever
your specifications were when you
negotiated you requirements as a
customer.

Measuring OutputMeasuring Output

Another step of your process must be to
determine if your output equals your

’ i T d hcustomer’s requirements. To do so, the
output must equal whatever
specifications your customer negotiated
from you.

Measuring QualityMeasuring Quality

Since quality means meeting our customers
expectations with no variance to their
requirement’s then there is only one way torequirement s, then there is only one way to
know if we are in conformance:
We must measure our output against the
requirements of our customer.



Cost of QualityCost of Quality

The cost of quality is a specific way of developing
awareness of the financial impact of poor quality. The
reason we focus on quality to be aware of the amount of
money it represents.

There are three elements to the cost of quality:

Cost of conformance
Cost of non-conformance
Lost opportunity costs

Cost of ConformanceCost of Conformance

This is the cost associated with ensuring that the output of the process meets the
customer’s requirements. It includes prevention, inspection, appraising, and
measuring.

For example:

It takes time to organize a meeting. However, a well planned
meeting will make the meeting more productive and require less
time.
Using spell check to prevent spelling errors in documents.

Other costs associated here are:

Training quality techniques
Taking the time to get agreement on customer requirements
Inspecting the input and output of the processes

Cost of Non-ConformanceCost of Non-Conformance
This is basically a way of measuring in dollars, what it costs the organization to
either not meet or to exceed meeting a customers requirements.

Some examples of not meeting requirements are:
Incorrect customers invoices.
Incorrect bills of lading.
Unsigned expense reports.
N t i i ti d t hi i / tNot signing time cards or not punching in/out.
Meetings that do not follow an agenda.
Claims

Some examples of exceeding customer requirements are:

Notes and memos given to people who do not need them.
Typing and rewriting notes that could be left hand written.
Three coats of paint when only two were needed.

It is estimated that the average American company loses 15% of its annual
revenue to non-conformance!

Lost Opportunity CostsLost Opportunity Costs

This refers to money that is not being made. When a
company does not do a good job of meeting their customer’s
requirements, the customer may leave and do business
elsewhere. You can probably think of a company that did not
meet your expectations and now you no longer do businessmeet your expectations and now you no longer do business
with them.

Another way to look at it is this:
In the case of a transportation company, a truck making
deliveries that is only half full is experiencing lost
opportunity in that it is missing the revenue it could be
producing if the truck were completely full.



Processes and the EmployeeProcesses and the Employee

Buy in
Ownership
Pride
Performance criteria
No disputing performance evaluations
Reduces emotional content of relationships

Quality ImprovementQuality Improvement

The process that raises
quality performance to
unprecedented levels.

When outputs are within optimum range and you
want to improve expenses and efficiency at little or no
cost you:

Continuous ImprovementContinuous Improvement

What is continuous improvement?

Eliminate waste
Reduce variation
Tighten controls
Simplify processes
Make things easier for the customer

It does not mean driving results higher at an
incremental cost.

TM 17-2

MAJOR ORGANIZATIONAL CONTROL SYSTEMS

Financial Control

Quality Control

Major Control Systems

Organizational

Plan

Organizational

Results
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Budgetary Control

Operations
Management

Computer-Based
Info. Systems

Inventory Control

Organizational
Goals
and

Standards

Organizational
Goals
and

Standards



TM 17-3

MAJOR CONTROL SYSTEMS BY
MANAGERIAL LEVEL AND TIMING

Top Middle Lower
Feedback Financial Control

Managerial Level
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Concurrent

Feedforward

Total Quality 
Management

Budgetary ControlTi
m

in
g

Inventory Control

2   Features

TM 17-4

EIGHT DIMENSIONS OF QUALITY

QUALITY

3   Reliability1    Performance

8 Perceived 4 Conformance
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QUALITY8   Perceived
Quality

7   Aesthetics

6   Serviceability

5   Durability

4   Conformance

TM 17-5

TQM INTERVENTION TECHNIQUES

• Cost of Quality Analysis

• Quality Improvement Teams

• Training

B h ki
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• Benchmarking

• Systematic Gathering of Customer Data

• Collaboration with Suppliers

• Statistical Process Control

TM 17-6

FINANCIAL CONTROL TECHNIQUES

Financial
Statements

Ratio

- Balance Sheet
- Income Statement

- Liquidity ratios
- Asset Management ratios

- inventory turnover
- Debt Management ratios

d bt ti
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Analysis

Comprehensive
Financial
Analysis

- debt ratio
- Profitability ratios

- net profit margin
- return on investment

- Three standards
- management goals
- historical standards
- industry standards



TM 17-7

Budgetary performance
GOALS

GOALS
Budgetary performance

Standard Cost Centers
standard cost constraints

Discretionary Expense Centers
predetermined expense constraints

Revenue Centers

RESPONSIBILITY CENTERS
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Measure by: specified
level of revenue

Measured by:
revenues-cost (profits)

Based on: ROI

Budgetary performance

Budgetary performance

Budgetary performance

Profit Centers

Investment Centers

TM 17-8

$        Item             $
cost

$     Ordering       $
Cost $     Carrying/       $

Holding Cost

COSTS OF INVENTORY
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Holding Cost

$          Stockout       $
Cost

Chapter Eighteen
Operations and Service Management
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TM 18-2

TOTAL-FACTOR PRODUCTIVITY:

Productivity    =

Goods and services produced
(outputs)

Labor + capital + energy +
technology + materials

(inputs)
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PARTIAL-FACTOR PRODUCTIVITY:

Productivity    = 

Goods and services produced
(outputs)

Labor hours*
(labor inputs)

* or other specific input



TM 18-3

Raw materials
Human resources Goods

Operations 
Management
• Operations

strategy

INPUTS
TRANSFORMATION

PROCESS OUTPUTS

OPERATIONS MANAGEMENT PROCESS

Irwin/McGraw-Hill ©The McGraw-Hill Companies, Inc., 1998

Capital
Information
Technology

and
Services

gy
• Operating

systems
• Facilities
• Process

technology

TM 18-4

MAJOR SYSTEMS USED IN OPERATIONS MANAGEMENT

Forecasting Capacity
Planning

Current
Capacity

Aggregate
Production
Planning

Master
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Production
Schedule

Capacity
Requirements

Planning

Materials 
Requirements

Planning

Purchasing

Production

TM 18-5

MATRIX OF SERVICE CHARACTERISTICS

Degrees of

Physician
Attorney
Dentist

Optometrist
Auto Repair

Appliance repair

Beauty and hair
Lawn care

House painting
Wall papering

Moving Company
Taxi

I II

III IV

Custom
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Customization
Radio and T.V.

Movie
Zoo

Museum
School
Airline

Trash Collection
Fast Food
Car Wash
Car Rental

Dry Cleaning
Bus

III IV

Standard

High Low
Complexity

TM 18-6

FACILITIES EXPANSIONS/CONTRACTION
DECISION STEPS

Managers:

1. Use forecasts to determine probable future demand
for products or services.
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2. Compare current capacity with projected future demand

3. Generate, then evaluate alternatives when there is either
insufficient or excess capacity

4. Consider the risks and decide on a plan



TM 18-7

FIVE STEP PROCESS TO IMPROVE PRODUCTIVITY

5. Measure results and modify as
necessary

4. Select and implement a method
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3. Review methods for increasing productivity

2. Establish the desired productivity level

1. Establish a base point against which to assess
future improvements

Chapter Nineteen

Managing Information Systems 
and Technologygy

TM 19-2

Data Processing Reports,
documents

Input Transformation Output

BASIC COMPONENTS OF AN INFORMATION SYSTEM
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Data
Storage

Feedback (Controls)

TM 19-3

Computer Hardware

BASIC COMPONENTS OF A COMPUTER-BASED
INFORMATION SYSTEM

Processing

Computer Software
processing O t t

Data

Reports,
documents,
and other

Input                                   Transformation                                    Output
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p g
devices
(CPU)

Data storage

Input
devices

Output
devices

outcomes

Feedback ( Controls)

Telecommunications Link



TM 19-4

TYPES OF INFORMATION SYSTEMS
Transaction Processing Systems (TPS)

Execute and record day-to-day routine business transactions
Office Automation Systems (OAS)

Facilitate communication and productivity through document
and message processing (word processing, e-mail)

Knowledge Work Systems (KWS)
Assist knowledge workers in the creation of new knowledge
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for the organization
Management Information Systems (MIS)

Produce routine reports and allow on-line access to current
and historical information

Decision Support Systems (DSS)
Provide tools that help managers and professionals analyze
situations more clearly (expert systems, group support systems)

Executive Support Systems (ESS)
Support a broad scope of decision making 

TM 19-5

Suppliers Customers Alliances

Differentiation

STRATEGIC LINKAGES

AT
E

G
IE

S

MATRIX OF STRATEGIC OPTIONS RELATED
TO INFORMATION TECHNOLOGY
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Cost

Quick
Response

C
O

M
PE

T
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IV
E

 S
T

R
A

TM 19-6

THE SYSTEMS DEVELOPMENT LIFE CYCLE

Perceived
Business
Problem

Definition
Stage

Physical Design
Stage
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Implementation
and

Operation Stage

INFLUENCE OF INFORMATION 
TECHNOLOGY ON ORGANIZATIONS

Organization Structure

Individual Jobs
* nature of jobs
* d h l h

Organizational Risks
* errors
* physical calamities

TM 19-7

Communication Patterns

* stress and health
consequences

* location of work

 physical calamities
* theft
* sabotage & security

issues
* privacy issues
* resistance
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Chapter Twenty

International Management

©The McGraw-Hill Companies, Inc., 1998Irwin/McGraw-Hill

TM 20-2

PHILOSOPHIES OF INTERNATIONAL MANAGEMENT

ETHNOCENTRIC

Home country oriented: assumption that practices which work
in the home country will work elsewhere

POLYCENTRIC

Host country oriented: assumption that subsidiaries should be
staffed with locals, or nationals, to improve insight into local
culture, mores, work ethics, and markets
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GEOCENTRIC

World oriented: assumption that the best individual should be 
hired, regardless of origin; managers must acquire both local and
global knowledge

REGIOCENTRIC

Region-oriented: assumption that company problems related to that region are
generally best solved by individuals from that region

TM 20-3

ELEMENTS OF THE ENVIRONMENT AFFECTING
INTERNATIONAL MANAGEMENT

economic

ca
l
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INTERNATIONAL
MANAGEMENT

sociocultural

le
ga

l-p
ol

iti
c

TM 20-4 HOFSTEDE’S FOUR CULTURAL DIMENSIONS

Power Distance

Uncertainty Avoidance

low high

low high

Easy interaction of 
people from different 
backgrounds

Limited interaction between
low-status and high-status individuals

Greater ease in unstructured, Avoidance of unstructured,
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--

--

,
unpredictable situations

,
unpredictable situations

Individualism Collectivism

Primary concern for self 
and family

primary concern for interests
of the larger group

emphasis on assertiveness,
competitiveness, material success

Emphasis on good working
conditions, security, feelings, intuition

Masculinity Femininity



WORLDWIDE PRODUCT DIVISIONS STRUCTURE

Corporate
Staff

Worldwide
Electronics Division

Worldwide
Machine Tools Division

Worldwide
Engines Division

PRESIDENT

TM 20-5

WORLDWIDE FUNCTIONAL DIVISIONS 
STRUCTURE

Worldwide
Finance

Worldwide
Operations

Worldwide
Human Resources

Worldwide
Marketing

Worldwide
Engineering

PRESIDENT
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GEOGRAPHIC REGIONS STRUCTURE

Corporate
Staff

North American
Division

Latin American
Division

European
Division

Middle Eastern/
African Division

Far Eastern
Division

PRESIDENT

INTERNATIONAL DIVISIONS STRUCTURE

TM 20-6

INTERNATIONAL DIVISIONS STRUCTURE

Corporate
Staff

Electronics Div.
Domestic

Machine Tools
Div. Domestic

Engine Division
Domestic

Subsidiary
Brazil

Subsidiary
Australia

Subsidiary
Germany

International
Division

PRESIDENT
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Chapter Twenty-one
Entrepreneurship and Small Business
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TM 21-2

ECONOMIC AND SOCIAL CONTRIBUTIONS OF
ENTREPRENEURSHIP

economic 
growth

innovation

ENTREPRENEURSHIP
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career
alternatives
for women
and minorities

employment
opportunities

ENTREPRENEURSHIP



TM 21-3

Personal
Characteristics

Life-Path
Perceptions

of New

FACTORS INFLUENCING ENTREPRENEURSHIP
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Environmental
Factors

Circumstances Desirability
and

Feasibility

New
Venture

TM 21-4

STARTING  A NEW FIRM

Escape to something new

Roll over skills and contracts

L ti

Put the deal together
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Leverage expertise

Provide aggressive service

Pursue the unique idea

Organize methodically

TM 21-5 PURCHASING AN EXISTING BUSINESS

Can we negotiate
a satisfactory price?

Buy out the 
business?

Are financial
statements positive?

Is seller selling for
sound reasons?

yes

no

no

no

yes
yes
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After search which
prospect looks best?

What criteria should
the buyout meet?

What product/service
fits my talents and desires?

TM 21-6

1. Assigns a sales area

2. Provides financial
aid and advice

3. Provides training
and support

1. Pays up Front Costs

2. Makes a monthly
payment to franchiser

3. Runs business by
franchiser’s rules

d d

The Franchiser The Franchisee
THE FRANCHISE
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4. Offers a competitive
price for any 

merchandise supplied
5. Gains business

expansion without
depletion of capital

pp

4. Buys materials from
franchiser (or approved
supplier)

5. Has the advantage
of a low risk start up

6. Gains instant name
recognition and mass
advertising

and procedures



TM 21-7

Debt
Financing

• money to
be repaid

• money is 
“secured”
by property
or

• commercial
banks

• family and
friends

• leasing
• suppliers

• retain
maximum
ownership

• increases
rate of 

• requires
steady
cash flow

• susceptible
to interest 
rate

Terms Sources Pros Cons

DEBT AND EQUITY FINANCING
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or 
equipment

• suppliers
• investors return rate

fluctuation

Equity
Financing

• money not
expected to
be repaid

• entitles the
source to 
some form 
of
ownership

• friendly
sources

• informal
venture

• public 
stock
offering

• no pressure
to repay

• selling part
of 
ownership


