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CHAPTER 3: INTEGRATIVE MANAGERIAL ISSUES Today’s managers are concerned with such integrative managerial issues as diversity, globalization, and ethics and social responsibility throughout many aspects of what they do and how they manage. OBJECTIVES When you finish studying this chapter, you will be able to: •



Explain globalization and its impact on organizations.



•



Discuss how society’s expectations are influencing managers and organizations.



As well as: •



Discuss the factors that lead to ethical and unethical behavior in organizations, and



•



Describe how the workforce is changing and its impact on the way organizations are managed.



GLOBALIZATION AND ITS IMPACT An important issue that managers face is globalization. Globalization is the trend, which has increased significantly over the last two decades, of companies operating almost anywhere in the world. Managers need to adapt to be successful in this global environment and continue to foster an understanding of cultures, systems, and techniques that are different from their own.



Organizations are considered global if they have one or more of these characteristics: 1.



They exchange goods and services with consumers in other countries.



2.



They use managerial and technical employee talent from other countries, such as in high-tech organizations. Managers must be alert to changes in immigration laws and regulations because they affect talent globalization.



3.



They use financial sources and resources outside their home countries, which is also known as financial globalization.



This photo shows a Danish teen enjoying a Coke, one of more than 400 brands of the Coca-Cola Company, which operates in more than 200 countries and generates almost 80 percent of its revenue from operations outside the United States.
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TYPES OF GLOBAL ORGANIZATION Global organizations take different forms. A global village is a world without boundaries, where goods and services are produced and marketed worldwide. A multinational corporation (MNC) business is any type of international company that maintains operations in multiple countries. MNCs became common in the mid-1960s, when U.S.-based firms such as Procter & Gamble, Walmart, Exxon, and Aflac began to earn significant portions of their annual revenues from foreign operations. One type of MNC—a multidomestic corporation—decentralizes management and other decisions to the country in which it’s operating. Local employees manage the business and marketing strategies, which are tailored to that country’s unique characteristics, and adapt the corporation’s products to meet the needs of local markets. Switzerland-based Nestlé, for example, sells products in Europe that are not available in the United States or Latin America. Another type of MNC is a global corporation, which centralizes its management and other decisions in the home country. These companies—such as Sony, Deutsche Bank AG, and Merrill Lynch—focus on the need for global efficiency; therefore, management decisions with company-wide implications are made from headquarters in the home country. Other companies eliminate geographical barriers with a type of MNC called a transnational or borderless organization, which managers choose when they want to increase efficiency and effectiveness in a competitive global marketplace. For example, IBM dropped its original, country-based organizational structure to reorganize into industry groups. HOW ORGANIZATION GO GLOBAL When organizations go global, they often use different approaches, as we see here. •



Managers who want to enter a global market with minimal investment usually start with global sourcing (also called global outsourcing), which means purchasing materials or labor from the cheapest source in order to maintain a competitive edge. For instance, Massachusetts General Hospital uses radiologists in India to interpret CT scans.



•



Moving beyond global sourcing involves more investment and risk for the organization. Exporting and importing entail less investment and risk than other steps in globalization.



- Exporting an organization’s products involves making products domestically and selling them abroad. - Importing involves acquiring products made abroad and selling them domestically.
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•



Managers may also choose licensing or franchising to further their global penetration. Both licensing and franchising involve one organization giving another organization the right to use its brand name, technology, or product specifications in return for a lump sum payment or a fee that is usually based on sales.



- Licensing is most often used by manufacturing organizations that make or sell another company’s products. For example, Anheuser-Busch licenses the right to brew and market Budweiser beer to foreign brewers such as Labatt in Canada and Kirin in Japan. - Franchising is primarily used by service organizations that want to use another company’s name and operating methods, such as KFC and Dunkin’ Donuts. •



With experience in international markets, managers may next make a more direct investment through a global strategic alliance, which is a partnership between an organization and a foreign company partner created to share resources and knowledge in developing new products or building production facilities. Honda Motor and General Electric, for example, teamed up to produce a new jet engine.



- A joint venture is a type of strategic alliance in which the partners form a separate, independent organization for a business purpose. For example, Hewlett-Packard has initiated joint ventures with various global suppliers to develop different components for its computer equipment. •



Managers may also directly invest in a foreign country by setting up a foreign subsidiary as a separate and independent facility or office. For example, United Plastics Group built three injection-molding facilities in China to become a global supplier to its global accounts.



MANAGING IN A GLOBAL ORGANIZATION One of the most influential approaches to analyzing cultural differences among countries was developed by Geert Hofstede in the 1970s and 1980s. Hofstede surveyed more than 116,000 IBM employees in 40 countries about their work-related values and found that managers and employees vary on five value dimensions of national culture: 1.



Power distance, which is the degree to which people in a country accept that institutional power is distributed unequally



2.



Individualism versus collectivism, which is the degree to which people in a country prefer to act as individuals or as members of groups



3.



Quantity of life, which values assertiveness, materialism, and competition, versus quality of life, which values relationships and sensitivity and concern for others’ welfare
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4.



Uncertainty avoidance, which is the degree to which people in a country prefer structured over unstructured situations and whether they are willing to take risks; and finally,



5.



Long-term orientation, which is the degree to which people look to the future and value thrift and persistence, versus short-term orientation, which is the degree to which people value the past and present and emphasizes respect for tradition and fulfilling social obligations.



Although Hofstede’s work provided the basic framework for differentiating among national cultures, a more recent research program—called Global Leadership and Organizational Behavior Effectiveness (or GLOBE)—continues the ongoing cross-cultural investigation of leadership and national culture. GLOBE’s findings both extend Hofstede’s research and confirm the validity of his original dimensions.



9 DIMENSIONS OF CULTURAL DIFFERENCE The GLOBE research team, using data from more than 17,000 managers in 62 societies around the world, has identified nine dimensions in which national cultures differ: 1.



Assertiveness is the extent to which a society encourages people to be tough, confrontational, assertive, and competitive versus modest and tender. (The United States ranks high; Egypt ranks moderate; and Sweden ranks low.)



2.



Future orientation indicates the extent to which a society encourages and rewards futureoriented behavior such as planning, investing in the future, and delaying gratification. (Canada ranks high; Slovenia ranks moderate; and Russia ranks low.)



3.



Gender differentiation captures the extent to which a society maximizes gender role differences. (South Korea ranks high; Italy ranks moderate; and Denmark ranks low.)



4.



Uncertainty avoidance is a society’s reliance on social norms and procedures to alleviate the unpredictability of future events. (Germany ranks high; Israel ranks moderate; and Hungary ranks low.)



5.



Power distance is the degree to which members of a society expect power to be unequally distributed. (Thailand ranks high; England ranks moderate; and South Africa ranks low.)



6.



Individualism and collectivism is the degree to which individuals are encouraged to integrate into groups within organizations and society. (Greece is highly individualistic; Hong Kong is moderately individualistic; and Singapore is collective.)



7.



In-group collectivism encompasses the extent to which members of a society take pride in their membership in small groups such as their family and circle of close friends and the organizations
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by which they are employed. (China ranks high; Qatar ranks moderate; and New Zealand ranks low.) 8.



Performance orientation refers to the degree to which a society encourages and rewards group members for performance improvement and excellence. (Taiwan is high; Spain is moderate; and Greece is low.)



9.



Humane orientation is the degree to which a society encourages and rewards individuals for being fair, altruistic, generous, caring, and kind to others. (Indonesia ranks high; Hong Kong ranks moderate; and France ranks low.)



SOCIETY’S EXPECTATION Many managers believe that society expects organizations and managers to be responsible and ethical. However, judging from recent financial scandals at Enron, Bernard Madoff Investment Securities, HealthSouth, and others, managers don’t always act responsibly or ethically. In this photo, we see college students surrounding Blake Mycoskie, the founder of TOMS Shoes. Mycoskie believes that management’s responsibilities include improving society’s welfare, so TOMS donates shoes to children in need through international charitable giving partners that meet TOMS criteria and that are well established in the countries where TOMS shoes are distributed. SOCIAL RESPONSIBILITY Social responsibility refers to a business’s intention, beyond its legal and economic obligations, to do the right things and act in ways that are good for society. •



Unlike social obligations, which are activities in which a business engages to meet certain economic and legal responsibilities, or social responsiveness, which are actions in response to a popular social need, managers in socially responsible companies are guided by social norms and values, so they make practical, market-oriented decisions about their activities.



Social responsibility adds an ethical imperative to do those things that make society better and to avoid those things that could make it worse. Here we see employees at a General Mills plant loading boxes of cereal onto a community food bank truck as part of the company’s commitment to Feeding America, a hunger relief organization. Managers regularly confront decisions that have a dimension of social responsibility, such as philanthropy, pricing, employee relations, resource conservation, product quality, and doing business in countries with oppressive governments. Here we see reasons for and against a company being socially responsible, with the pros outweighing the cons. IMPORTANCE OF SUSTAINABILITY 5



In 2010 Walmart, the world’s largest retailer, announced that it would cut 20 million metric tons of greenhouse gas emissions from its supply chain by the end of 2015, which affirms that sustainability is a mainstream issue for managers. According to the World Business Council for Sustainable Development (2005), sustainability is concerned with “meeting the needs of people today without compromising the ability of future generations to meet their own needs.” From a business perspective, sustainability has been defined as a company’s ability to achieve its business goals and increase long-term shareholder value by integrating economic, environmental, and social opportunities into its business strategies. ETHICS Ethics commonly refers to a set of rules or principles that defines right and wrong conduct. While most people recognize that something illegal is also unethical, what about questionable “legal” areas or strict organizational policies? Suppose you managed an employee who worked all weekend on a rush project. You told the employee to take two days off sometime later and mark the days as “sick days” because your company had a clear policy that overtime would not be compensated for any reason. Would that be wrong? As a manager, how will you handle such situations? To better understand what’s involved in managerial ethics, let’s look at three different perspectives on how managers make ethical decisions. •



The utilitarian view of ethics says that ethical decisions are made solely on the basis of their outcomes or consequences. The goal of utilitarianism is to provide the greatest good for the greatest number of people.



•



In the rights view of ethics, individuals are concerned with respecting and protecting individual liberties and privileges such as the right of free consent, the right to privacy, and the right of free speech. Under this view, making ethical decisions is simple because the goal is to avoid interfering with the rights of others who might be affected by the decision.



•



Lastly, under the theory of justice view of ethics, an individual is equitable, fair, and impartial in making decisions. For instance, such a manager would pays individuals of similar skill, performance, or responsibility level the same wage and wouldn’t base that decision on gender, personality, or favoritism.



Whether a manager or employee acts ethically or unethically depends on several factors: •



Morality
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•



Values



•



Experience



•



The organization’s culture, and the



•



Ethical issue being faced.



Ambiguity over what is ethical can be a problem for managers. For example, how would you respond in the following situation? Someone in your class stole the final exam and is selling a copy for $50. You need to do well on the exam or risk failing the course. You suspect that some classmates have bought copies, which could affect any results because your professor grades on a curve. Do you buy a copy because you fear that without it you’ll be disadvantaged, do you refuse to buy a copy and try your best, or do you report your knowledge to your instructor? Managers can do a number of things if they’re serious about encouraging ethical behavior: hire employees with high ethical standards, establish codes of ethics, lead by example, link job goals and performance appraisal, provide ethics training, and implement protective mechanisms for employees who face ethical dilemmas. Three ways in which managers can encourage ethical behavior and create a comprehensive ethics program include: 1.



Establishing a code of ethics



2.



Providing ethical leadership, and



3.



Offering ethics training.



A code of ethics should be specific enough to guide organizational members in what they’re supposed to do yet loose enough to allow for freedom of judgment.



•



•



The effectiveness of such codes depends heavily on whether management supports them and ingrains them into the corporate culture, and on how individuals who break the codes are treated.



•



If management considers the codes to be important, regularly reaffirms their content, follows the rules themselves, and publicly reprimands rule breakers, ethics codes can be a strong foundation for an effective corporate ethics program.



Of critical import is ethical leadership, which sets the tone for employee behavior. Managers must be good ethical role models both in words and, more importantly, in actions, which send even stronger signals to employees. Therefore, if managers take company resources for their personal use, inflate their expense accounts, or give favored treatment to friends, they imply 7



that such behavior is acceptable from all employees. When an employee does something unethical, managers must punish the offender and make the outcome visible to everyone in the organization. •



Here in Figure 3.3 we see suggestions for being an ethical leader:



•



• Be a good role model by being ethical and honest.



•



• Tell the truth always.



•



• Don’t hide or manipulate information.



•



• Be willing to admit your failures.



•



• Share your personal values by regularly communicating them to employees.



•



• Stress the organization’s or team’s important shared values, and



•



• Use the reward system to hold everyone accountable to the values.



An increasing number of organizations are setting up seminars, workshops, and ethics training programs to encourage ethical behavior. However, such training raises the question, “Can ethics be taught?” Critics maintain that people establish their individual value systems when they’re young, so later training is pointless. However, proponents note studies that show that: •



It’s never too late to learn values, and



•



Teaching ethical problem solving increases:



- Instances of better ethical behaviors; - Individuals’ level of moral development; and - Awareness of ethical issues in business. THE CHANGING WORKFORCE Today’s domestic and global organizational workplaces reflect tremendous diversity and managers in those workplaces are looking for ways to value and develop that diversity. Whether in a workplace or classroom, diversity is visible in age, gender, race, physical attributes, styles of dress, and even personality type. WORKFORCE DIVERSITY
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Workforce diversity is defined as the ways in which people in an organization are different from and similar to one another. Diversity has been one of the foremost business topics over the last two decades, along with such modern business disciplines as quality, leadership, and ethics. Based in civil rights legislation and social justice, the word “diversity” has traditionally been associated with fair hiring practices and the prevention of discrimination and inequality. Today diversity focuses on both the differences and similarities of employees, which reinforces the belief that managers and organizations should view employees as having qualities in common as well as differences, and find ways to develop strong relationships with and engage their entire workforce.



People in a workforce are similar to and different from one another in terms of gender, age, race, sexual orientation, ethnicity, cultural background, and physical abilities and disabilities. For example: •



Age of the population is shifting critically in the workforce. With many baby boomers still employed and active, managers must ensure that those employees do not face discrimination.



•



Gender diversity issues are still prevalent as women and men now each make up almost half of the workforce, especially with regards to gender pay gap, career start and progress, and misconceptions about women’s performance as compared with men’s.



•



Race is the biological heritage (including physical characteristics such as one’s skin color and associated traits) that people use to identify themselves. Ethnicity refers to social traits, such as one’s cultural background or allegiance, that are shared by a human population.



•



Disabilities/abilities includes adherence to the 1990 Disabilities Act (ADA), which prohibits discrimination against persons with disabilities and requires employers to make reasonable accommodations so their workplaces are accessible to people with physical or mental disabilities.



•



Title VII of the Civil Rights Act prohibits discrimination on the basis of religion, race or ethnicity, country of origin, and gender. In accommodating religious diversity, managers need to recognize and be aware of different religions, their beliefs, religious holidays, and more.



•



Next let’s look at sexual orientation and gender identity. The acronym GLBT refers to gay, lesbian, bisexual, and transgender people. U.S. federal law does not prohibit discrimination against employees on the basis of sexual orientation, although many 9



states and municipalities do. In Europe, the Employment Equality Directive required all European Union member states to introduce legislation making it unlawful to discriminate on grounds of sexual orientation, but much more needs to be done. Managers need to look at how best to meet the needs of their GLBT employees and respond to employees’ concerns while creating a safe and productive work environment for all. •



Other types of diversity include issues arising from socioeconomic background, team members from different functional areas or organizational units, physical attractiveness, obesity, job seniority, or intellectual abilities. Managers need to ensure that all employees are treated fairly and given the opportunity and support to do their jobs to the best of their abilities.



ADAPTING TO A CHANGING WORKFORCE Managers are adapting to changes taking place in the workforce with such diversity initiatives as worklife balance programs, contingent jobs, and recognition of generational differences. Due to 24/7 global business and technological access and dual-career families, many organizations now offer family-friendly benefits that provide flexible scheduling options, on-site child care, flextime, job sharing, telecommuting, part-time employment, and more. The labor force has begun shifting away from traditional full-time jobs toward a contingent workforce of part-time, temporary, and contract workers who are hired on an as-needed basis. Supervising and motivating such independent contractors has its own set of challenges and expectations for managers. Generational differences present challenges ranging from appearance to technology and management style, which can be accommodated by flexibility. For example, Gen Y employees want bosses who are open-minded; experts in their field, even if they aren’t tech savvy; organized; and twant teachers who respect their need for work-life balance, provide constant feedback, communicate in compelling ways, and provide stimulating
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