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Preface

The merger, approved by the Justice Department in January 2001, is a business block-
buster: Internet powerhouse America Online merged with—or rather, most would say
took over—old-line media giant Time Warner. It’s a watershed event in the turn-of-the-
millennium market mania. Some say it’s a monopoly; alternatively, maybe it’s just a
merger between two famous companies that may or may not work out.

Actually, it’s more than just a merger. It’s a $97 billion dollar merger between two
very different corporations that personify the old and the new economies.

But maybe there is no distinction between old economy and new. Perhaps we’re just
living and managing in a new era that has new types of challenges, and is very inter-
esting indeed.

Will the merger work? All eyes are on Bob Pittman, the co-chief operating officer, to
see if he can make it happen. The challenge for AOL, and for Pittman, is to take full
advantage of the Internet. According to Pittman, the Net will transform business and
social life every bit as profoundly as electricity did a century ago. Says Pittman, “With
all its copyrights, Time Warner is in a marvelous position to take advantage of the Net
and not be frightened by it. AOL’s mindset, assets, and expertise help them in that path.”

The merger could be phenomenally successful, but there are signs of trouble. Growth
in 2000 was slower than expected, revenues were lower, and losses due to merger write-
offs were steep. Moreover, by 2001 the macroeconomic environment was threatening.
The new company faces continual governmental antitrust oversight, and the two com-
panies could not have corporate cultures that are more unalike. Business Week describes
the cultural difference between Time Warner’s graybeards and AOL’s twentysomethings
this way: When it comes to making deals or launching new ventures, it’s “Let’s do lunch”
versus “Let’s skip lunch.”

Short-term, investors are skeptical. AOL’s stock dropped 48 percent in the year after
the merger announcement. Time Warner’s Gerald M. Levin was criticized for the timing
and details of the sale to AOL. Analyst Henry Blodget says that Pittman won’t convince
Wall Street that the deal is working unless he boosts the stock price from $37.50 to $90
by mid-2002. Pittman says he’s on the hot seat: “The company must hit the numbers
expected of it.” If it doesn’t, “I’ll be responsible.” The company’s CFO, Michael Kelly,
says they can pull it off. “There are lots of dials and levers in achieving our results.”

Strategically, Pittman must create valuable synergies between AOL and Time Warner
and powerful new consumer services. Organizationally, he must blend two cultures, build
bridges between units, create a new structure comprised of a series of interlocking teams,
and get people to work together. The technological, strategic, and organizational chal-
lenges are daunting, to say the least.

Can Pittman succeed? Communication is a bedrock of his leadership style. He per-
suaded Time Warner executives to trade in their e-mail system for AOL’s. He put all
employee-benefit processing online, saving the company tens of millions of dollars. Time
Warner folks resisted, but came to see the advantages to the company. Pittman has held
regular meetings every two or three weeks with division chiefs. They have hammered
out budgets and Web strategies. They agreed on technologies. Open discussions help
reduce corporate intrigue in which people speculate about one another’s motives, and
help establish trust and mutual expectations for how the company will move forward.

Another bedrock in Pittman’s approach is constructive conflict. Time Warner is known
for its warring divisions, and managing the company is said to be like herding cats.
Pittman encourages vigorous debate; several years ago at AOL his executives threw food
at each other. But he bans personal attacks; the conflicts are to be over business issues,
not personalities. Pittman’s methods are cascading through AOL Time Wamner.
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Says Chairman Steve Case: “Bob has operational zeal.” AOL-Time Warner CEO
Levin says, “Bob Pittman blends the realism of a top-flight executive with the creative
vision of an entrepreneur.”*

Bob Pittman’s task is to meld the yin and yang of old and new media, in this long-
awaited convergence of the analog present and the digital future. But what does a lofty
statement like that mean for the real people who worked in the former companies; the
new, merged company; and for everyone else who works, manages, and must survive
and thrive in today’s world?

In many ways, the AOL story is a metaphor for today’s management opportunities
and challenges. Think of the topics reflected in the story—globalization, corporate strat-
egy, the “human element” of business, leadership, decision making, mergers, culture,
costs, speed, managing change, creating futures, and so many others—and learn more
about them in the following pages.

Our mission with this text hasn’t changed from that of our previous editions: to inform,
instruct, and inspire. We hope to inform by providing descriptions of the important con-
cepts and practices of modern management. We hope to instruct by describing how you
can take action on the ideas discussed. In other words, you will learn practical applica-
tions that will make you more effective in ways that benefit both you and your organi-
zation. We hope to inspire not only by writing in a positive, interesting, and optimistic
way, but also by providing a real sense of the unlimited opportunities ahead of you.
Whether your goal is starting your own company, leading a team to greatness, building
a strong organization, delighting your customers, or generally forging a positive future,
we want to inspire you to take positive actions.

We hope to inspire you to be both a thinker and a doer. We want you to think about the
issues, think about how to become a better manager, think about the impact of your actions,
think before you act. But being a good thinker is not enough; you also must be a doer.
Management is a world of action. It is a world that requires timely and appropriate action.
It is a world not for the passive, but for those who commit to positive accomplishments.

We also hope to inspire you to keep learning. Keep applying the ideas you learn in
this course, read about management in sources outside of this course, and certainly keep
learning about management after you leave school and continue your career. Make no
mistake about it, learning about management is a personal voyage that will last years,
an entire career, your entire lifetime.

Competitive advantage

Today’s world is competitive. Never before has the world of work been so challenging.
Never before has it been so imperative to your career that you learn the skills of man-
agement. Never before have people had so many vast opportunities with so many poten-
tial rewards.

You will compete with other people for jobs, resources, and promotions. Your organ-
ization will compete with other firms for contracts, clients, and customers. To survive
the competition, and to thrive, you must perform in ways that give you an edge over
your competitors, that make the other party want to hire you, buy from you, and do
repeat business with you. You will want them to choose you, not your competitor.

To survive and thrive, today’s managers have to think and act strategically. Today’s
customers are well educated, aware of their options, and demanding of excellence. For
this reason, managers today must think constantly about how to build a capable work-
force and manage in a way that delivers the goods and services that provide the best
possible value to the customer.

* C. Yang with R. Grover and A.T. Palmer, “Show Time for AOL Time Warner,”
Business Week, January 15, 2001.



Preface

By this standard, managers and organizations must perform. Four essential types of
performance, on which the organization beats, equals, or loses to the competition, are
cost, quality, speed, and innovation. These four performance dimensions, when done
well, deliver value to the customer and competitive advantage to you and your organi-
zation. We will elaborate on all of these topics throughout the book.

Good managers find ways to make their organizations successful. The ways to do this
are to build competitive advantage in the forms of cost competitiveness, quality, speed,
and innovation. Because of the importance of the four sources of competitive
advantage—which really are goals that every manager should constantly try to achieve
and improve upon—we refer to them frequently throughout the book. The idea is to keep
you focused on a type of “bottom line,” to make sure you think continually about
“delivering the goods” that make both the manager (you) and the organization a
competitive success.

Results orientation

An important theme of this book, then, is how to manage in ways that deliver results—
results that customers want. When you deliver high-quality, innovative products, quickly,
and at a competitive price, you are achieving the results that can give you the compet-
itive edge. And keep in mind, these are the same results that your competitors strive for
as they try to gain an edge over you.

This approach makes this book unique among management texts. Rather than offer-
ing only concepts and processes, which nonetheless are integral parts of this text, we
have a clear results orientation that is essential to success. The concepts and processes
are means to an end, or the ways by which you can achieve the results you need.

Competing in the new era

Topical curren

The subtitle of the book refers to the fact that managers must develop and sustain com-
petitive advantage, and real results, in a time when the business world has been rocked
by new developments. The Internet, globalization, knowledge management, the need to
collaborate across organizational boundaries, and other changes in the business environ-
ment and business practice dramatically cast doubt on the relevance of the “old ways”
of managing. In 2000, people were saying that the old economy was gone, giving way
to a new economy in which a new game is played under very different rules.

But by 2001, the dot.com shakeout and economic slowdown had people saying that
the old rules—including the need for profits!—are as vital as ever. Perhaps there is no
distinction between the old economy and the new. Nonetheless, the context has changed,
drastically. The AOL-Time Warner merger combines a company playing by the old rules
with one that has forged some of the new rules, in an effort to combine the strengths
(and avoid the dangers) of both. This effort describes our goal of teaching managers and
aspiring managers how to compete successfully in the new era.

cy

It goes without saying that this textbook, in its fifth edition, remains on the cutting edge
of topical coverage, as updated via both current business examples and recent manage-
ment research. Chapters are thoroughly updated and students are exposed to a wide array
of important current topics.

We have done our very best to draw from a wide variety of subject matter, sources,
and personal experiences.

Forging the future

By highlighting the sources of competitive advantage and using a clear results
orientation, we continue our efforts to create a new generation of management texts. Our
previous editions were more integrative than other texts and were the first to devote major
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coverage to the vital management topics of managing in our natural environment and
managing workforce diversity. And, we have broken the traditional mold by encourag-
ing students to “forge the future,” including more coverage of career management in the
first and last chapters.

Still, in this edition we retain the traditional functional organization. Even though the
world has changed, it is not chaos. A functional approach still is useful in that it pro-
vides students and instructors with a framework within which to tackle dynamic issues.
Moreover, we of course give full coverage to all of the topics all management texts
emphasize: globalization, quality, change, ethics, teams, and so on.

As this textbook forges the future for management texts, we want to influence stu-
dents to forge their futures. Throughout the text, a proactive rather than a passive
approach to management is encouraged. For example, Chapter 7, New Ventures, doesn’t
merely describe small business management; it inspires readers to create new ideas and
new businesses. Chapter 18, Managing and Creating Change, speaks to the importance
of creating a great future, not just being ready for the future and adapting to it. We high-
light the “genius of the and” and being both a leader and a learner.

With your help, we want to influence business in the future. Through our mission of
informing, instructing, and inspiring, we hope you will apply these ideas to create your
own organizations and/or make the organizations in which you work more successful
and outstanding.

This book is the product of a fantastic McGraw-Hill/Irwin team. Moreover, we wrote
this book believing that we would form a team with the course instructor and with stu-
dents. The entire team is responsible for the learning process.

Our goal, and that of your instructor, is to create a positive learning environment in
which you can excel. But in the end, the raw material of this course is just words. It is
up to you to use them as a basis for further thinking, deep learning, and constructive
action.

What you do with the things you learn from this course, and with the opportunities
the future holds, counts. As a manager, you can make a dramatic difference for yourself,
and for other people. What managers do matters, tremendously.

Outstanding Pedagogy

Management: Competing in the New Era is pedagogically stimulating and is intended to
maximize student learning. With this in mind, we used a wide array of pedagogical
features—some tried and true, others new and novel:

* Learning Objectives, which open each chapter, identify what students will learn by
reading and studying the chapter.

* Opening quotes provide a thought-provoking preview of chapter material. The
quotes are from people like Peter Drucker (on management), Jack Welch (on strategy),
Harry David Thorean (on ethics), Julius Caesar (on leadership), and Charles Kettering
(on change and the future).

» Setting the Stage describes an actual organizational situation and provides a rich
introductory example of the chapter topic. Setting the Stage is placed before the text
material as a practical application.

* Boxed inserts describing current examples and controversial issues are found
throughout the text.

* “From the Pages of Business Week” highlights recent Business Week articles in each
chapter.

* Icons representing the four running themes of the book-—cost, quality, speed, and
innovation—are placed at appropriate points in the text to indicate an extended exam-
ple, best practice, or issue for discussion. The icons continually reinforce and enhance
the learning of these important themes.
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End-of-chapter elements

» Key terms are page-referenced to the text and are part of the vocabulary-building
emphasis. These terms are defined in the glossary at the end of the book.

« A Summary of Learning Objectives provides clear, concise responses to the learn-
ing objectives, giving students a quick reference for reviewing the important concepts in
the chapter.

+ Discussion Questions, which follow the Summary of Learning Objectives, are
thought-provoking questions that test the student’s mastery of concepts covered in the
chapter and ask for opinions on controversial issues.

» Concluding Cases provide focus for class discussion.

« Two Experiential Exercises are included in each chapter. Most of them are group-
based, and some involve outside research.

End-of-part elements

* An Integrating Case appears at the end of each of the five parts of the book.

» Two short Case Incidents also focus on managerial problems that include issues from
multiple chapters and are a stimulating arena for discussion.

« Part One has an in-basket exercise, which we believe is an excellent exercise for
early in the course.

Comprehensive supplements

For the student

+ Student CD-ROM—Free with the purchase of a new textbook. The Student
CD-ROM contains interactivities, self-assessment exercises, chapter quizzes, and links
for students to go above and beyond the boundaries of the printed textbook. One of the
interactivities that will be included on the CD utilizes Flash technology with voiceovers
and feedback to bring the concept to life in 3-D.

* Online Learning Center—www.mhhe.com/bateman

For the instructor

+ lInstructor’s Manual, prepared by Thomas Lloyd, Westmoreland County Community
College, contains chapter outlines, suggested discussion questions and answers for Set-
ting the Stage, two lecturettes for each chapter, suggested answers to end-of-chapter Dis-
cussion Questions, suggested answers to the Concluding Case discussion questions,
objectives and teaching tips for the Experiential Exercises, discussion questions and sug-
gested answers for Case Incidents and Integrating Cases, and a Video Guide.

* Test Bank, prepared by Amit Shah, Frostburg State University, contains approxi-
mately 100 questions for each chapter and consists of true/false, multiple choice, fill-in,
matching, and essay questions.

» PowerPoint Presentation software, developed by Michael Gordon of Rutgers
University, contains tables and figures from the text plus additional graphic material. A
self-contained viewer is packaged with each disk so that those who do not have the Pow-
erPoint software can easily view the presentation.

» Color acetates from the PowerPoint slides are also available.

* Videos are available for each chapter. Corresponding video cases and a guide that
ties the videos closely to the chapter can be found in the Instructor’s Manual.

+ Computerized Testing enables you to pick and choose questions and develop tests
and quizzes quickly and easily on the computer. Available for Windows or Mac users.
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