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CHAPTER 1 | Managers and Management6

Who Managers Are and Where They Work
Managers work in organizations. An organization is a
collection of people brought together to accomplish a specific
purpose. Your high school is an organization. So are groups
such as:

• religious congregations

• a convenience store

• the New England Patriots football team

• the Sprint Corporation

• the Sony Corporation.

• Who managers are
and where they work

• What management is
and what managers
do 

Learn About . . .  B

Why is a class in
management important to
you? How does it fit into
your career plans?

Quick Write

L E S S O N

11 Management BasicsManagement Basics

The New England Patriots football team is successful because its people focus on
achieving a specific purpose.
AP Wide World Photos
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Organizations have three common characteristics:

• Each has a distinct purpose. It’s made up of people who
are grouped in some way. An organization typically
expresses its purpose as a goal or a set of goals. For
example, the goal of the Boston Red Sox baseball team
is to win the World Series.

• Each has people or members. These people establish the
purpose or goal. They perform a variety of activities to
make the goal a reality.

• Each has a definite structure. This may include rules and
regulations or making some members supervisors over
others. It may also include forming work teams or
writing job descriptions.

Of course, not everyone who works in an organization is a
manager. Besides managers, organizations have operatives.
Operatives are people who work directly on a job or task. They have
no responsibility for overseeing others’ work. The cashier who rings
up your purchases at Office Depot, for example, is an operative. 

A manager, on the other hand, is a person who directs the
activities of other people in the organization. Managers supervise
both operatives and lower-level managers.

But managers may also work directly on tasks. Regional sales
managers for the Moen Corporation don’t only supervise other
sales associates. They are also responsible for servicing some
accounts. The difference between operatives and managers is that managers have
employees who report directly to them.
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• organization
• operatives
• manager
• first-line manager
• middle manager
• top manager
• management
• efficiency
• effectiveness
• management

processes
• planning
• organizing
• leading
• controlling
• managerial roles
• small business

VocabularyB

People

Goals

A

B

Structure

FI G U R E 1.1

Common Characteristics of Organizations
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Management Titles

CHAPTER 1 | Managers and Management8

Titles of first-
line managers

supervisors

team leaders

coaches

unit coordinators

Titles of middle
managers

department or agency
head

project leader

unit chief

district manager

dean

bishop

division manager

Titles of top
managers

president

chancellor

vice president

managing director

chief executive officer

chief operating officer

chairman of the board

Managers are usually classified as top, middle, or first-line. First-line managers direct
the activities of operative employees. These managers are usually called supervisors. Your
high-school English department, for
example, may have a chairman who
oversees the department’s teachers
(the operatives). 

Middle managers serve in levels
between the first-line managers and the
top management. They manage other
managers—and maybe some
operative employees. They translate
top management’s goals into specific
tasks for lower-level managers. 

Top managers make decisions about
the organization’s direction. They set
policies for all members to follow.
Naturally, they serve at or near the
top of organizations. 

Top
Managers

Middle
Managers

First-Line
Managers

Operatives

FI G U R E 1.2

Organizational Levels
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What Management Is and What Managers Do
Management is the process of getting things done, through and with other people, with
efficiency and effectiveness. Note three important words in this definition: 

• process

• efficiency

• effectiveness. 

The process is the main activities that managers perform. You’ll read more about it later
in this lesson.

Efficiency is doing a task correctly using as few resources as possible. It refers to the
relationship between inputs and outputs. Inputs are the resources you put into a task.
An input may be time, money, labor, equipment, or raw materials. Outputs are the
final products or results. 

When you get more output for a given input, you have increased efficiency. You can
also increase efficiency by getting the same output with fewer inputs. Management
tries to use resources as efficiently as possible. It tries to keep the cost of these
resources as low as possible.

But it’s not enough just to be efficient. Management also strives for effectiveness—
doing the right task and reaching goals.

LESSON 1 | Management Basics 9

Operatives, such as this Office Depot employee, don’t oversee others’ work. They work
directly on a job or provide direct service to customers.
Courtesy of Office Depot Corporate Support Center
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Efficiency and effectiveness are
different, but related. It’s easier to be
effective if you ignore efficiency. For
example, Hewlett-Packard could
produce longer-lasting printer
cartridges if it ignored its labor and
materials costs. Likewise, critics
claim some government agencies are
effective but inefficient. In other
words, they accomplish their goals,
but at a very high cost. Good
management tries to reach goals
(effectiveness) as efficiently as
possible.

Some organizations are efficient but
not effective. They do the wrong
things well. Some colleges, for
example, have become very efficient
in processing students. They have
significantly cut the cost of
educating each one. But critics may
claim they don’t educate students
properly.

Usually, though, high efficiency goes
along with high effectiveness. And poor management usually results from both
inefficiency and ineffectiveness, or from effectiveness without efficiency.

Management Processes

Since the early twentieth century, people have theorized about what managers do.
One classic theory involves the management processes—planning, organizing, leading,
and controlling. While each of these is an independent task, managers must be able to
do all four at once. They must also realize that each affects the others.

Planning is defining goals, setting strategy, and coordinating activities. Once an
organization defines its goals, it needs a strategy to achieve them. It must also decide
which activities to perform and in what order. Setting goals helps the organization’s
members focus on what’s most important.

Organizing is deciding what to do and how to do it. It includes who will do the task, who
reports to whom, and who will make decisions. Organizing determines an organization’s
structure.

Every organization contains people. It’s part of a manager’s job to direct and
coordinate those people. This is the leading process. Leading is motivating employees,
directing others’ activities, and resolving conflicts.
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Efficiency and Effectiveness

7420471_CH01_01_pp001-016  7/25/08  1:41 PM  Page 10



A manager’s final activity is controlling—monitoring tasks to see that they are finished as
planned. A manager compares performance with the organization’s goals. If the
organization veers off course, the manager must steer it back in the right direction.

Management Roles

More recently, researchers have developed other ways to look at a manager’s function.
In the late 1960s, Professor Henry Mintzberg studied five chief executives at work. His
discoveries challenged several long-held ideas about managers’ jobs. Many people
thought that managers were reflective thinkers. They thought managers carefully
considered information before making decisions. 
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Management Processes
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CHAPTER 1 | Managers and Management12

ROLE DESCRIPTION
IDENTIFIABLE ACTIVITIES

Interpersonal
Figurehead Symbolic head; obliged to perform a number Greeting visitors; signing legal documents

of routine duties of a legal or social natureLeader Responsible for the motivation and activation of employees; Performing virtually all activities that involve employees 
responsible for staffing, training, and associated dutiesLiaison Maintains self-developed network of outside contacts and Acknowledging mail; doing external board work;  
informers who provide favors and information performing other activities that involve outsidersInformational

Monitor Seeks and receives wide variety of special information Reading periodicals and reports; maintaining personal 
(much of it current) to develop thorough understanding of contactsorganization and environment; emerges as nerve center of internal and external information about the organizationDisseminator Transmits information received from other employees to members of the organization—some information is factual, Holding informational meetings; making phone calls to

some involves interpretation and integration of diverse value relay informationpositions of organizational influencesSpokesperson Transmits information to outsiders on organization’s plans, Holding board meetings; giving information to the media
policies, actions, results, etc.; serves as expert on organization’s industry

Decisional
Entrepreneur Searches organization and its environment for opportunities Organizing strategy and review sessions to develop new 

and initiates “improvement projects” to bring about change; programssupervises design of certain projects as wellDisturbance Responsible for corrective action when organization faces Organizing strategy and review sessions that involve 

handler important disturbances
disturbances and crisesResource Responsible for the allocation of organizational resources Scheduling; requesting authorization; performing any 

allocator of all kinds—in effect, the making or approval of all activity that involves budgeting and the programming of 
significant organizational decisions employees’ workNegotiator Responsible for representing the organization at major Participating in union contract negotiations or in those with 
negotiations

suppliers
Source: The Nature of Managerial Work (paperback) by H. Mintzberg. Table 2, pp. 92–93. Reprinted by permission of Pearson Education Inc., Upper Saddle River, New Jersey.

FI G U R E 1.5

Mintzberg’s Managerial Roles

But Mintzberg found that managers mostly spent short bits of time in a series of
random activities. They couldn’t take time to reflect because they ran into constant
interruptions. Half of these managers’ activities lasted less than nine minutes each.

In addition to these insights, Mintzberg came up with a list of what managers actually
do. These activities are known as Mintzberg’s managerial roles. There are 10 specific
categories of managers’ behavior. They are grouped into three sets: 

• interpersonal relationships

• transferring information

• decision making. 

You’ll find the 10 roles listed in Figure 1.5.
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Is the Manager’s Job Universal?

Given these common processes and roles, you may wonder: Does it matter where a
manager manages? Do all managers do the same thing, regardless of whether they are
top-level executives or first-line supervisors? Does it matter whether they run
government agencies, large corporations, or small businesses?

Level in the Organization

The importance of a manager’s roles varies, depending on the manager’s level in the
organization. But that doesn’t mean the jobs of a claims supervisor at Aetna and the
company’s president are basically different. The differences are of degree and
emphasis.

All managers make decisions. They plan, organize, lead, and control. But the time they
give each activity changes with the manager’s level. As managers move up in an
organization, they plan more and oversee others less. For example, top managers
design the overall organization’s structure. Lower-level managers design the jobs of
individuals and work groups.

Profit and Not-for-Profit

Does a manager who works for the American Red Cross do the same things as a
manager in a business firm? Is the manager’s job the same in a profit or a not-for-profit
organization?

Basically, yes. Regardless of the type of organization a manager works for, the job is
similar to all other management positions. Managers make decisions and set
objectives. They create organizational structure, and hire and motivate employees.
They develop internal support so they can implement programs.

LESSON 1 | Management Basics 13

Organizing
36%

Leading
22%

Controlling
14%

Planning
28%

Top Managers

Organizing
24%

Controlling
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Leading
51%

Organizing
33%

Controlling
13%

Planning
18%

Middle Managers

Leading
36%

FI G U R E 1.6

Time per Activity by Organizational Level
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The difference is in measuring performance. A business firm measures its performance
by the amount of profit it makes—the “bottom line.” But not-for-profit organizations
don’t share a universal measure of effectiveness. It’s a lot harder to measure the
performance of schools, museums, charities, or government agencies.

That doesn’t mean that managers in not-for-profit organizations can ignore their
organizations’ finances. Even not-for-profit organizations must make money to
survive. It’s just that making money is not their focus. 

Managers in the two types of organizations are more alike than different. In both
types, they plan, organize, lead, and control.

Size of the Organization

Does a manager in a 12-person print shop have a different job from the manager who
runs a 1,200-person printing plant for USA Today? The best way to answer is to
compare the jobs of managers in small businesses with the managerial roles. 

There’s no common definition of small business because there are different ways to
define small. You can define it by number of employees, annual sales, or total assets. 
In this textbook, a small business is an independent, for-profit firm with fewer than 500
employees.

Small businesses may be little, but they have a huge effect on the world economy. The
US Small Business Administration reports that small businesses account for about 98
percent of all nonfarm businesses in the United States. They employ more than 60
percent of the workforce. They dominate the retailing and construction industries.
They will create more than half of all new jobs during the next decade.

The jobs of small-business managers differ somewhat from managers of larger
organizations. Small-business managers’ most important role is that of spokesman:
They meet with customers, arrange financing with bankers, search for new
opportunities, and cause change. In contrast, managers in a large organization mostly
deal with issues inside the company—such as who gets which resources, and how
many. The first-line and middle managers in large firms don’t spend a lot of time
looking for business opportunities and planning to improve performance.

Small-business managers are also more likely to be generalists. They carry out both the
functions of a chief executive and those of a first-line supervisor. In addition, the
small-business manager’s job is much more informal than that of a manager in a large
organization.

Still, these are differences in degree and emphasis, not in activities. Managers in both
large and small organizations do essentially the same work. The only difference is in
how they carry out their activities and the percentage of time they spend on each.

Making Decisions and Dealing With Change

It’s important to mention two final points about what managers do: First, managers
make decisions; and second, managers are agents of change.

Almost everything managers do requires them to make decisions. These may involve
setting goals, structuring jobs, motivating and rewarding employees, or figuring out

CHAPTER 1 | Managers and Management14
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where performance is lacking. The best managers identify critical problems and gather
the needed information. They make sense of that information and choose the best
way to solve the problem.

Change is constant in today’s world. Successful managers are aware of the rapid
changes around them. They are flexible in adapting to deal with those changes. They
recognize the potential effect of new technology in improving a work unit’s
performance. But they also understand that people often resist change. So managers
must be able to “sell” the benefits of change. At the same time, they must help
employees deal with the uncertainty and anxiety change may bring.

You’ll read more about these two points later on in this book.

Case Study 
Adding Value to the Organization
Coleman Peterson is chief human resource manager and
executive vice president of Wal-Mart’s People Division.
He’s responsible for 1.3 million employees. Over five
years he will hire more than 40,000 managers and 2
million employees. At the same time, he must deal with
thousands of lawsuits each year. Peterson is at the
forefront of all the company’s human resource issues.

Peterson began his career in retail sales with the Jewel
Company shortly after graduating from Loyola
University in Chicago. Soon after, the company asked if
he would participate in college recruiting. He visited
college campuses with company officials to encourage
other graduates to join the company. He fell in love with
the idea of finding the right employees to meet the organization’s needs and
developing them for added responsibility. 

Peterson realized that to be a good manager, he had to add value to the organization.
He needed to link his work to the company’s goals. Adding that value at Wal-Mart, he
believed, meant finding qualified talent and better training employees. He must ensure
that employees are available when new stores open. And they must have the skills,
abilities, and competencies to work in a rapidly changing environment. He believes
this is crucial for Wal-Mart to grow.

Peterson believes that for employees to stay motivated, they must understand that the
company respects and cares about them. The company does this by defining how
employees can advance their careers in the company and by letting employees give
feedback—whether it’s a suggestion or a complaint. Peterson tries to give them that
understanding by effectively communicating with them about the company’s culture
and what it’s like to be in the Wal-Mart family.

LESSON 1 | Management Basics 15

Coleman Peterson
Courtesy of Coleman Peterson
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Has Peterson been successful? Considering Wal-Mart’s success over the past decade,
you could make a strong case that he has. He oversees all employee matters in the
largest organization in the world. And he does so with the respect of his bosses, his
peers, and—most importantly—the organization’s employees.

CHAPTER 1 | Managers and Management16

Lesson 1 Review
Using complete sentences, answer the following questions on a sheet 
of paper.

1. What is an organization?

2. What is an operative and what is a manager?

3. How are efficiency and effectiveness related?

4. What are the four management processes?

5. What are the three levels of manager?

6. What are the three sets of Mintzberg’s management roles?

7. What differences are there between the manager’s job in a large
organization and that in a small business?

8. In the case study, what did Coleman Peterson do to add value 
to Wal-Mart?

Applying Your Learning

9. Is your high school principal a manager? Discuss in terms of
planning, organizing, leading, and controlling.

CHECKPOINTS
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