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Other Teaching Tools

For a description of each of these valuable teaching tools, please see the Preface in this manual.
Student Learning Tools

Student Online Learning Center (OLC) (www.mhhe.com/ghillyermanagement) 
Student Study Guide
Spanish Translation Glossary (OLC)

Spanish Translation Quizzes (OLC)
Instructor Teaching Tools
Instructor Online Learning Center (www.mhhe.com/ghillyermanagement)
Annotated Instructor’s Resource Manual
IRCD (Instructor’s Resource Manual, Test Bank, PowerPoints, EZtest)
Asset Map 

PageOut

PowerPoint Presentations (on IRCD and OLC)

Test Bank 

Management at the Movies (DVD)

Management Videos on DVD 
Enhanced Cartridge option

Spanish Translation Glossary (OLC)

video NOTES
Two video series are available for use with Management: A Real-World Approach.
Management at the Movies 

This innovative video collection includes video clips from twenty of the best Hollywood films. The Video Notes section of this Instructor’s Resource Manual (beginning on page V.1) provides Instructor’s Teaching Notes for each of the video segments, along with Student Materials keyed to chapter concepts.
Movie 4. “Inside Man” (“Bugged”) (1:01) 
This clip shows a discussion between a detective and his sergeant, illustrating the importance of perception and biases in dealing with ethnic groups. 

Movie 5. “Gung Ho” (“Assan Motors”) (1:13) 
This clip shows the differences in American and Japanese company cultures.
Movie 10. “Gung Ho” (“Not a Good Beginning”) (1:31) 
This clip is a good example of resistance to change by employees. The new employees of Assan Motors are faced with radical change and clashing cultures.

Movie 15. “The Terminal” (“Crack in the System”) (1:43) 
This clip shows an immigration officer trying to explain to a foreign diplomat why he will not be allowed to enter the U.S. It illustrates the barriers to effective communication, specifically language and cultural barriers.

Movie 18. “The Terminal” (“The Carts”) (1:37) 
A stranded foreign visitor lives out his days in the airport terminal waiting for his situation to improve. This clip shows how he uses innovation to obtain spending money—impromptu entrepreneurship.

Management Videos on DVD

Also included are twenty videos geared to individual chapter topics. The teaching notes for these videos are also included in the Video Notes section of this Instructor’s Resource Manual, beginning on page V.50.
Video 13: “Walt Disney Imagineering: The Mouse that Doesn’t Come with a Computer” (10:15)

Disney Imagineering executives talk about unique challenges faced in globalizing a traditionally American product, which is in alignment with the globalization discussion in this chapter. 
Video: “How Technology is Changing Customer Service Forever” 
On a more basic level, technology impacts how wait staff do their daily work.  A manager resistance can be used as a counterpoint to highlight problems of not adapting to changing technology. 
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LECTURE OUTLINE AND LECTURE NOTES
The world of work
The Taco Barn Melting Pot (Text pages 366-367)
Tony attends a unit managers’ meeting and finds the opening discussion about diversity hiring and how this will become a company policy and mandate going forward. Tony has some concerns, especially if he is faced with hiring new staff and has to consider gender and race over skills.
1.
Why has diversity become a focus for the Taco Barn Corporation?

The concern is that the current management team does not reflect the diverse workforce or the customer population that exists. By creating a culture of diversity that is open to different behavioral styles the company can improve its overall decision making process. 

2.
Do you agree with Tony’s concerns about the new initiative? Why or why not?

Tony sees this as a threat to his own management opportunities and is now a bit unsure where he stands after hearing this edict from the regional manager. Tony now must not only get past this from his own personal viewpoint, but must also begin helping other diverse employees of his own staff. This will involve encouraging them about the new opportunities that will be available.

3.
Tony’s mentor, Jerry Smith, was one of the original supporters of the plan. Do you think that will influence Tony’s decision? Why or why not?

Tony may want to discuss his own viewpoints with Jerry. However, with the new objectives of the company, he is going to find his concerns viewed more as complaints and problems than as him being an agent for the new change.

4.
What do you think Taco Barn should do to increase diversity in the company? Explain your answer.

An important element to making this new edict part of the company’s new philosophy is to get the entire organization to embrace the mental change that must occur. The Lewin model can be a great facilitation of this process in which employees go through a series of steps: (1) unfreezing, breaking down the forces supporting or maintaining old behavior, (2) presenting a new alternative that involves a clear and attractive option representing new patterns of behavior, and (3) refreezing, which requires that the changed behavior be reinforced by the formal and informal reward system and the work group.
	Lecture outline 




lecture notes

	
I.
diversity and management


A.
The Changing Workforce


 
1.
For many years the workforce was dominated by white males.


 
2.
In the last quarter century women and minorities have entered the workforce in large numbers.


 
3.
However, most senior managers are still white men.


 

a.
The term glass ceiling refers to a level within the managerial hierarchy beyond which very few women and minorities advance.



 

b.
It is the invisible barrier preventing women and minorities from advancing into senior management.



 
4.
Today the glass ceiling is opening.



5.
Downsizing has led to the retirement of many white males, opening job opportunities for women.



B.
What Is Diversity?
Learning objective 1

Define diversity and explain how it applies to management. (Text pages 368-371)


 
1.
Diversity means including people of different genders, races, religions, nationalities, ethnic groups, age groups, and physical abilities.


 
2.
Workforce diversity is a major social change and expected to continue into the 21st century.


C.
Reasons for Creating a Diverse Workforce


 
1.
Employee and customer populations are increasingly diverse.


 
2.
A diverse culture can improve decision making.


 
3.
As companies became more global, managers need to consider the effects of diversity, including:


 

a.
race and language


 

b.
values and customs


 
4.
A multicultural workplace presents challenges for both employees and supervisors, such as dealing with religious holidays.


 
5.
Employees no longer fit into the same corporate mold.


 
6.
Human resource policies must change to deal with the needs of these employees. 


 

a.
Communication problems and misunderstandings can occur.


 

b.
Verbal and written materials must be translated into different languages.


 
7.
Employees may also need additional training in basic skills.


 
8.
However, diversity creates an organizational culture that is more tolerant of different views.
	Powerpoint 13-1

Chapter Title 

(Refers to text page 366)
PowerPoint 13-2

Learning Objectives 

(Refers to text page 367)
Lecture link 13-1

Where Are the Women Workers Going?
Women professionals are becoming less willing to juggle the demands of a career and motherhood. See complete lecture link on page 13.35 of this manual.

PowerPoint 13-3
Diversity and Management
(Refers to text pages 368-369)
TEXT Figure 13.1

Projected U.S. Population, by Demographic Group, 2000–2050 (Percent of Population) (Text page 369)
PowerPoint 13-4
Diversity and Management (continued) (Refers to text pages 369-371)
TEXT Figure 13.2

The Changing American Workplace Advances in Civil Rights (Text page 370)


	ETHICAL MANAGEMENT (Text page 369)
A colleague of yours is on an annual contract that is soon due to be renewed. During your time working together you have become friends with him even though, as an African American, he was originally hired as part of an increased workforce diversity campaign (in preference to your brother-in-law, who didn’t offer the necessary diversity bonus). You are aware that your friend’s wife has recently become pregnant with their second child.

However, while he tries hard and means well, your colleague is really quite incompetent at his job. You frequently need to work harder to try to compensate for this and have been aware of him covering up some relatively serious mistakes.

1.
Your boss has asked for your advice as to whether or not your friend’s contract should be renewed. What will you tell your boss?

When approached by your boss regarding the rehire of a colleague, it is dangerous to try to become the decision maker and/or influence the outcome of the process. A better approach for a boss wanting advice might be to ask specific questions that can be answered with yes/no answers rather any injection of opinion. Your comments here should only be on specifics of the job, answering honestly to best of your knowledge.

2.
Would your answer be different if diversity wasn’t a factor? Why or why not?

Your answers should be a reflection of the job performance only. People can usually detect if you are answering the questions with some level of bias. Companies are competing in a diverse, global economy and the selection and hiring of employees will be more reflective of this.

3.
How would you convince your boss that your feedback wasn’t influenced by sour grapes over the decision not to hire your brother-in-law?

If the questioning remains objective, then the impact of opinion can be kept out of the equation and the facts can lead to a more sound decision. This should be the objective of the boss seeking the information and asking for cooperation from employees
4.
If the company requires a specific hiring ratio for employee diversity, is the diversity factor worth keeping an incompetent employee? Why or why not?

Great discussion question for the class to see if they understand the diversity concepts and how it plays out in application.

	Progress Check Questions (Text page 371)
1. Why are organizations seeking diverse workforces?

2. Why are religious holidays a challenge for managers of a diverse workforce?

3. What are the challenges of increased diversity?

4. How diverse is the organization you work for (or one you have worked for in the past)? Explain your answer.
	

	
II.
global management
Learning objective 2
Define global management. (Text pages 371-372)


A.
Companies now operate in a global economy.


 
1.
International trade is the exchange of goods and services by different countries.


 
2.
International trade helps maintain the world’s standard of living.


 
3.
A country may engage in international trade because it may:


 

a.
not be able to produce a good it wants


 

b.
have an advantage over other countries in producing particular good


B.
Absolute Advantage


 
1.
Each country has a unique combination of resources (land, labor, and capital).


 
2.
An absolute advantage is the ability to produce more of a good than another producer.


C.
Comparative Advantage


 
1.
Some countries may not have an absolute advantage, but can be comparatively more efficient at producing some goods.


 
2.
The law of comparative advantage states that producers should produce the goods they are most efficient at producing and purchase from others the goods they are less efficient at producing.


 
3.
According to this law, individuals and countries should specialize in what they do best.
	PowerPoint 13-5
Global Management
(Refers to text pages 371-372)
lecture link 13-2
Europe Is Shrinking

According to the United Nations, Europe’s population will shrink by more than 90 million people in the next 50 years. See complete lecture link on page 13.35 of this manual.


	
III.
exporting and importing
Learning objective 3
Compare and contrast importing and exporting. (Text pages 372-375)


A.
International trade occurs when companies buy or sell products to or from other countries.


 
1.
Exports are goods and services that are sold abroad.


 
2.
Imports are goods and services purchased abroad.


 
3.
The U.S. is both the largest exporter and the largest importer in the world.


B.
Exports


 
1.
Why do companies export?


 

a.
About 95% of the world’s consumers live outside the U.S.



 

b.
Companies engage in global trade to reach these customers.



 

c.
Exporting creates revenue diversification, in which the company engages in a variety of operations.



 
2.
How do companies identify export markets?


 

a.
Companies analyze demand based on demographics, economic data, customer tastes, etc.


 

b.
Government agencies, such as the U.S. Dept. of Commerce, can assist.


 

c.
Businesses need to determine what restrictions exist and what documentation is required. 


 

d.
Some countries limit the amount of money that can be earned through imports.


C.
Imports


 
1.
U.S. firms import consumer goods, industrial goods, and raw materials.


 
2.
Imports of materials:


 

a.
Many companies import some or all of the raw materials to reduce their production costs.


 

b.
Domestically-made materials may not be available or be of inferior quality.


 
3.
Imports of consumer goods:


 

a.
Companies also import products for resale.


 

b.
Consumers desire imported products for many reasons.


D.
The Trade Balance



 
1.
The balance of trade is the difference between the value of the goods a country exports and the value of the goods it imports.


 
2.
A trade surplus occurs when a company exports more than it imports.


 
3.
A trade deficit occurs when the country imports more than it exports.


E.
Foreign Exchange


 
1.
Goods or services imported from foreign countries are paid for with foreign currency.


 
2.
The foreign exchange rate is the value of one currency in terms of another.


 
3.
Exchange rates are quoted in dollars per unit of foreign currency.


 
4.
Most exchange rates fluctuate from day to day, which can have a dramatic effect on expenses and profits.
	PowerPoint 13-6
Exporting and Importing
(Refers to text pages 372-373)
Bonus Case 13-1
Entering the Import/Export Business
Gordon and Carole Segal started an import/export business with $17,000 and one employee. Today Crate & Barrel has 144 stores and is expanding into Canada. See complete case, discussion questions, and suggested answers on page 13.45 of this manual.

PowerPoint 13-7
Exporting and Importing (continued) (Refers to text pages 373-375)
critical thinking 

exercise 13-1

Currency Shifts

This exercise asks students to track the exchange rates for six currencies for 30 days. See complete exercise on page 13.39 of this manual.



	
IV.
protectionism
Learning objective 4
Identify protectionism. (Text pages 375-376)


A.
International trade can benefit all trading partners, but may also hurt some domestic producers.


 
1.
Governments sometimes impose protectionist measures to help domestic manufacturers compete against foreign companies.


 
2.
Protective tariffs, quotas, and other restrictions reduce the volume of international trade.


B.
Tariffs


 
1.
A tariff is a government-imposed tax charged on goods imported into a country.


 
2.
It is designed to raise the price of foreign goods to protect domestic manufacturers.


C.
Quotas 


 
1.
Quotas establish the maximum quantity of a product that can be imported or exported during a given period.


 
2.
The U.S. imposes quotas on many kinds of goods.


D.
Embargoes


 
1.
An embargo involves stopping the flow of exports to or imports from a foreign country.


 
2.
It is a total ban on the import of a good from a particular country.


 
3.
Most embargoes are imposed for political reasons (example: the U.S. embargo on trade with Cuba).


E.
Free Trade Areas


 
1.
Many countries create free trade areas to limit the effects of protectionism.


 
2.
A free trade area is a region within which trade restrictions are reduced or eliminated.


 
3.
The North American Free Trade Agreement (NAFTA) allows businesses in the United States, Mexico, and Canada to sell their products anywhere in North America without facing major trade restrictions.


 

a.
NAFTA is the largest free trade area in the world.


 

b.
Consumers in all three countries have benefitted from lower prices on imports.


 

c.
Exports within North America have increased.


 
4.
However, because of NAFTA some U.S. workers have lost their jobs.



5.
The European Union (EU) is a union of 27 European countries creating a common single market.
	PowerPoint 13-8
Protectionism (Refers to text pages 375-376)
TEXT REFERENCE

Study Skills Box: Time to Group Up!
College study is an exciting opportunity if you are mature enough to accept the challenge. (Box in text on page 375.) An additional exercise and discussion is available in this chapter on page 13.33 REF CareerDev \h 
 \* MERGEFORMAT 

 REF CareerDev \h 
 \* MERGEFORMAT .
TEXT Figure 13.3

Member States and Date of Joining (Text page 377)


	
V.
doing business globally


A.
Thousands of U.S. businesses participate in global trade.


B.
Forms of International Operations


 
1.
Level 1: Working through a foreign intermediary.


 

a.
Working through an intermediary requires minimum investment.



 

b.
A foreign intermediary is a wholesaler or agent that markets products for companies wanting to do business abroad.



 
2.
Level 2: Signing a licensing agreement with a foreign company


 

a.
A licensing agreement permits one company to sell another company’s products abroad in return for a percentage of the company’s revenues.



 
3.
Level 3: Forming a strategic alliance


 

a.
In a strategic alliance companies pool resources and skills in order to achieve common goals.


 

b.
Strategic alliances let all partners share research, broaden their product lines, etc.


 
4.
Level 4: Becoming a multinational corporation


 

a.
A multinational corporation (MNC) is a business that: 





i.
maintains a presence in two or more countries






ii.
has a considerable portion of its assets invested in, and derives a substantial portion of its sales and profits from, international activities






iii.
considers opportunities throughout the world






iv.
has a worldwide perspective and orientation



 

b.
Becoming a multinational corporation has many advantages, including access to inexpensive labor.


C.
Challenges include dealing with customers, producers, and employees from different countries


 
2.
learning local laws and customs


D.
Understanding Foreign Cultures


 
1.
Managers in other countries need to be aware of different cultural attitudes.


 
2.
Business customs vary considerably among countries.


E.
Coalitions of Cooperating Countries and Trading Blocs


 
1.
Coalitions of cooperating countries are established to improve the economic conditions of the member countries.


 
2.
The European Union was created to:


 

a.
reduce tariffs on goods sold among member countries



 

b.
eliminate the fiscal, technical, and border barriers between member countries


 
3.
Europe was intended to be a single market, but many problems still exist.


 
4.
Another coalition is the Organization of Petroleum Exporting Countries (OPEC,) created to control oil prices and production levels.


 
5.
The three largest trading blocks are:



 

a.
European Union


 

b.
North American Free Trade Alliance (u.S., Mexico, and Canada)


 

c.
Pacific Asia (Pacific Rim countries)


F.
Political Changes


 
1.
The international business environment changed dramatically with the breakup of the Soviet Union and the fall of communist governments in the early 1990s.


G.
Human Rights and Ethics


 
1.
One thorny question is how to deal with human rights abuses.


 
2.
Business ethics are not consistent globally.


 
3.
This creates dilemmas for multinational firms.
Progress Check Questions (Text page 381)
5. What is the balance of trade?

6. List and explain three examples of protectionism.

7. Explain the positive and negative aspects of NAFTA.

8. List and explain four forms of international operations.
	PowerPoint 13-9
Doing Business Globally
(Refers to text pages 376-379
lecture link 13-3
Why There Are No Indian Wal-Marts

There are millions of small shop owners in India that are fighting to keep the big retail chains out of the country. See complete lecture link on page 13.36 of this manual.
Critical thinking 

exercise 13-2
Evaluating Global 
Expansion

One company is faced with the decision of whether or not to enter a joint venture with a Latin American country. See complete exercise on page 13.42 of this manual.

TEXT Figure 13.4

Multinational Corporations
(Text page 378)
PowerPoint 13-10
Doing Business Globally (continued) (Refers to text pages 379-380)
bonus internet

exercise 13-1
Which Country?

This Internet exercise asks students to use Internet research to evaluate a possible expansion into one of two countries. See complete exercise on page 13.38 of this manual.

TEXT Figure 13.5

Examples of Foreign 
Business Practices
(Text page 379)
PowerPoint 13-11
Doing Business Globally (continued) (Refers to text page 380)
Bonus Case 13-2
Cooling Off the Sweatshops
Apparel leaders such as Nike, Reebok, and Liz Claiborne are responding to critics by joining The Fair Labor Association, a sweatshop monitoring organization. See complete case, discussion questions, and suggested answers on page 13.47 of this manual.



	CASE INCIDENT 13.1
Imposed Quotas (Text page 381)
A labor union official was alleged to have made the following statement:

“Foreign imports of textiles have cost American jobs and tax revenues. In order to slow down the disruptive impacts on American society, quotas should be placed on imports into the United States for those goods and product lines that are displacing significant percentages of U.S. production and employment.”
1.
Do you agree with the union official? Explain. 

If international trade is good for all trading partners, this statement makes international trade more complicated. Companies seek to export their goods and services to diversify their sources of revenue so that sluggish sales in one market can be offset by stronger sales in other markets. If you agree that local industry should be protected, then quotas would be part of this strategy to slow imports from other countries.

2.
Do you believe import quotas should be established for certain industries? Which ones?

In the short term, it can help a particular good or service of that industry enjoy less competition and do more business; however, other domestic manufacturers who use this same raw material will pay more for it with less competition (import quotas). This higher input cost will make users of the raw material charge more for their products and therefore make domestic users pay more for local products.

3.
Does the United States benefit or lose from international business activity?

In the big picture, the United States loses from restriction of international trade because of the comparative advantage concept (other countries can produce some goods cheaper because of their abundance of natural resources). Also, the standard of living is reduced when our choice of goods and services are limited to our own production capabilities.

4.
What do you think the response from other countries could be if the United States did impose import quotas?

Other countries can use the same tactic and slow down exporting opportunities for U.S. companies. This will make their markets smaller and, in time, reduce their workforce and contribute to a weaker U.S. economy.

	
VI.
managing change
Learning objective 5
Explain how to manage change and the change process. (Text pages 381-390)


A.
According to Tom Peters, leaders at all levels must become obsessive about change.


 
1.
Managers are now expected to instigate change.


 
2.
Managing change is an essential skill for managers since change is occurring at an ever-increasing rate.


 
3.
Some managers are unable to cope with the rapid changes in their organization.


 
4.
Other managers have trouble transferring their skills to a new assignment.


 
5.
To be successful, managers must be able to adapt to these changes.


B.
Change as a Global Issue


 
1.
Our global trading partners have adopted change as part of their long-term strategies.


 
2.
To successfully compete, U.S. businesses must successfully change.


C.
Types of Change


 
1.
Technological changes are changes in such things as new equipment and new processes.


 
2.
Environmental changes are all non-technological changes that occur outside the organization.


 
3.
Internal changes are budget adjustments, policy changes, personnel changes, and the like.


 
4.
Technological and environmental changes occur outside the organization and can create the need for internal change.


 
5.
All three types can create the need for unplanned or planned change.


 
6.
By being proactive managers can have more control over the change process.
Progress Check Questions (Text page 383)
9. Explain the quotation: “When the rate of change on the outside exceeds the rate of change on the inside, the end is in sight.”
10. In what ways do managers often struggle in dealing with change?

11. Is change a global issue? Why or why not?

12. What are the three major categories of change as it applies to organizations?
	PowerPoint 13-12
Doing Business Globally (continued) (Refers to text pages 381-383)
TEXT REFERENCE
Career Management Box: Job Interviewing – Make It Count!
The job interview is an opportunity to impress, if you are prepared. (Box in text on page 382.) An additional exercise and discussion is available in this chapter on page 13.33 REF CareerDev \h 
 \* MERGEFORMAT 

 REF CareerDev \h 
 \* MERGEFORMAT .
TEXT Figure 13.6

Types of Changes Affecting Organizations (Text page 383)


	
VII.
the change process


A.
Lewin’s Force Field Analysis


 
1.
Kurt Lewin identified two forces:


 

a.
those that support or promote change



 

b.
those that oppose or resist the change



 
2.
The sum total of these forces determines whether change will be successful.


B.
Lewin’s Three-Step Model for Change



 
1.
The first step, unfreezing, deals with breaking down the forces supporting or maintaining the old behavior.


 
2.
Step two, presenting a new alternative, involves offering a clear option for new patterns of behavior. 


 
3.
Step three, refreezing, requires that the changed behavior be reinforced.


 
4.
Failure at any of these steps can prevent successful change.


C.
Resistance to Change



 
1.
The first reaction of most people is to resist change.


 

a.
All change requires adjustments.



 

b.
These may be more frightening than the actual change.



 
2.
Reasons for resisting change:


 

a.
Fear of the unknown



 

b.
Economics – change may threaten employees’ jobs or income.



 

c.
Fear that skills and expertise will lose value



 

d.
Threats to power



 

e.
Additional work and inconvenience





f.
Threats to interpersonal relations



 
3.
Reducing resistance to change:


 

a.
Individuals perceive change in four basic ways:






i.
If employees cannot foresee how the change will affect them, they will resist the change or be neutral.





ii.
If employees perceive that the change does not fit their needs and hopes, they will resist the change.





iii.
If employee see that change is inevitable, they may first resist then resign themselves to the change.





iv.
If employees view the change as being in their best interests, they will be motivated to make the change work.


 

b.
The manager first needs to evaluate how employees will react to change.





i.
Determine the response needed from the employee.





ii.
Estimate the expected response if the directive is simply published.





iii.
If a discrepancy exists, determine how the two responses can be reconciled.


 
4.
Ways to reduce resistance to change:


 

a.
Build trust





i.
If employees trust management, they are more likely to accept change.






ii.
Managers build trust by discussing upcoming changes and actively involving employees in the process.



 

b.
Discuss upcoming changes with each affected employee to reduce the fear of the unknown.


 

c.
Involve the employees – ask for employees’ ideas and input as early as possible in the process.


 

d.
Make sure the changes are reasonable.


 

e.
Avoid threats. Forcing change:





i.
is likely to decrease employee trust





ii.
has a negative impact on employee morale




f.
Follow a sensible time schedule.




5.
The way in which change is implemented often determines whether it is accepted.



6.
One study found that the biggest barriers to change are:



 

a.
lack of management visibility and support


 

b.
inadequate management skills


 

c.
employee resistance to change


D.
Leading Change: John Kotter’s Eight-Step Method


 
1.
Establish a sense of urgency.


 

a.
Successful managers constantly look for change.



 

b.
Then they establish an urgency for making it happen.



 
2.
Create a guiding coalition.


 

a.
Most major changes are initiated by top management.


 

b.
To be successful, top management must involve all levels of the organization.


 
3.
Develop a vision and strategy.


 
4.
Communicate the change vision.


 
5.
Empower broad-based action.


 

a.
Eliminate obstacles to the change process.



 

b.
Empower employees to take the actions necessary to implement the change.



 
6.
Generate short-term wins – recognize and celebrate small successes.


 
7.
Consolidate gains and produce more change.


 
8.
Anchor new approaches in the culture.


 

a.
Emphasize the positive results of the changes.



 

b.
Continually give credit to those who help in the change process.
	critical thinking 

exercise 13-3
Change Plan for Stavros

The owner of four family-run restaurants considers what changes are needed. See complete exercise on page 13.44 of this manual.

PowerPoint 13-13
The Change Process
(Refers to text pages 383-384)
PowerPoint 13-14
The Change Process 
(continued) (Refers to text pages 384-385)
PowerPoint 13-15
The Change Process 
(continued) (Refers to text pages 386-388)
TEXT Figure 13.7

Employee Response Model 
(Text page 387)
TEXT Figure 13.8

Methods of Overcoming Resistance to Change 
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Model for Leading Change
(Text page 389)
PowerPoint 13-16
The Change Process 
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VIII.
organizational development
Learning objective 6
Explain the process of organizational development. (Text pages 390-393)


A.
Organizational Development (OD) is an organization-wide planned effort, managed from the top, to increase organizational performance through planned interventions.


 
1.
OD looks at the human side of organization and tries to change attitudes, values, and management practices to improve performance.


 
2.
Most OD efforts go through four phases.


B.
Diagnosis


 
1.
First, determine if the organization have the talent and time necessary to conduct the diagnosis.


 
2.
Next, decide whether to hire an outside consultant.


 
3.
Then gather and analyze information by:


 

a.
reviewing available records, especially personnel records and financial reports


 

b.
surveying questionnaires to measure employee attitudes and perceptions


 

c.
conducting personal interviews


 

d.
using direct observation


C.
Change Planning


 
1.
The data collected must be carefully interpreted to determine the best OD plan.


 
2.
Look for trends and areas of agreement.


 
3.
Identify specific problem areas and outline steps for resolving problems.


D.
Intervention/Education



 
1.
Next, share the information from the diagnostic phase with employees.


 
2.
Direct feedback is the process in which the change agent communicates the information gathered through diagnosis directly to the affected people, often using workshops.


 
3.
Team building is the process by which the formal work group develops an awareness of those conditions that keep it from functioning effectively and then requires the group to eliminate those conditions by:


 

a.
clarifying employee roles



 

b.
reducing conflict



 

c.
improving interpersonal relations



 

d.
improving problem-solving skills



 
4.
Sensitivity training is the method used in OD to make one more aware of oneself and one’s impact on others.


 

a.
A group (a training group or T-group) meets with no agenda or focus.


 

b.
Individuals try to deal with the lack of structure.


 

c.
Sensitivity training is controversial but seems to result in more open communication and flexibility.


E.
Evaluation


 
1.
Specific evaluation criteria should be developed. 


 
2.
An OD effort should be evaluated using objective data.


 

a.
One approach is to compare “before” and “after.”


 

b.
A better approach is to compare “before” and “after” with data from similar groups.
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TEXT Figure 13.10

Model for the Management of Organizational Development (Text page 393)


	
IX.
managing innovation


A.
Innovation refers to doing new things that inherently involve change.


B.
Innovation is an organization’s best source of growth, competitive advantage, and new wealth.


C.
Four Principles for Successful Innovation:


 
1.
The approach to innovation must be comprehensive.


 
2.
Innovation involves systematic, organized, and continual search for new opportunities.


 
3.
Organizations must involve everyone in the innovation process.


 
4.
The organization must work constantly on improving the climate for innovation.


D.
Innovation is critical in dealing with the increasing rate of change.
	PowerPoint 13-18
Managing Innovation 
(Refers to text pages 393-395)


	
X.
The learning organization


A.
Learning organizations establish environments that support change and innovation.


B.
A learning organization is one that is skilled at creating, acquiring, and transferring knowledge.


C.
Five Principles for Creating a Learning Organization:



 
1.
system thinking—seeing the big picture


 
2.
personal mastery to experiment, innovate, and explore


 
3.
mental models


 
4.
shared vision



5.
team learning
Progress Check Questions (Text page 396)
13. Explain Kurt Lewin’s three-step model for change.

14. List the six most frequently used reasons employees use to resist change.

15. List six things a manager can do to reduce resistance to change and help employees to accept and even commit themselves to change.

16. What are the four phases of an organizational development effort?
	


CASE INCIDENT 13.2
The Way We Do Things (Text page 395)
The Fitzgerald Company, once the industry leader in manufacturing of consumer products sold in retail stores, has fallen to third in the market share and has experienced a loss in profitability. The company president, understanding the drastic changes, hires a management consultant group to help them reverse the trend and regain its competitiveness.

1.
Describe, in general terms, the current state of the Fitzgerald Company.

The Fitzgerald Company appears to be a prisoner of how business has been done in the past. This is not in sync with today’s demographics of customers. 

2.
What does Valerie mean when she says the Fitzgerald Company has to come to terms with its capacity for change? What are some of the necessary changes?

The company has to first recognize what can happen when change is not embraced and the effect it has on sales and market share in the competitive marketplace. 

3.
Discuss the problems the company may encounter in attempting to implement changes.

Employees resist change for many reasons. This company has operated in the same culture for many years, and it will encounter some of the normal issues of change such as: (1) fear of the unknown, (2) economics of their jobs and incomes, (3) current skills and expertise will lose value, (4) threats of power, (5) additional work and inconvenience, and (6) threats to interpersonal relations.

4.
Do you think the changes will work? Why or why not?

If employees view the change as being in their best interest; they will be motivated to make the change work. The key is for employees to feel sure the change will make things better.
THE WORLD OF WORK
Tony Builds a Rainbow Coalition (Text page 396)
Tony has discussed the diversity hiring initiative with Jerry and hears the exact thoughts and concerns that Dawn expressed at the previous meeting. Tony heeds his advice and decides to explain this new policy at his next staff meeting and finds how well it is received. 

1.
Jerry feels that the diversity issue is simply good business. Do you agree? Why or why not?

Jerry feels that the diversity hiring objectives will make a positive statement about the company to customers, suppliers, and employees that might have aspirations of careers with Taco Barn.

2.
What does Tony’s position as “one of those white managers” have to do with his concerns about the company’s new diversity initiative?

Employees that encounter new hiring initiatives can fear that their skills and expertise will lose value. There can also be some feelings of threats of power and threats to interpersonal relationships. Tony has some initial fears of how this new policy might change his status and value and is somewhat reluctant going forward.

3.
What do you think will happen the first time Tony has to choose between two equally talented applicants of different races? Explain your answer.

Because of the hiring initiative Tony’s staff is energized. The Taco Barn management will also be directly monitoring how each unit manager implements the diversity movement for the company. Tony will have some doubts, which are normal for someone faced with the company changes in hiring and considering how this will affect his status and his stores status

4.
Do you agree with Taco Barn’s approach to diversity? Why or why not?

This can be an interesting class discussion, especially if students are or have been in the workforce. Discussing diversity in theory is always easier than discussing diversity in the real world.
Notes for END-OF-CHAPTER MATERIAL
REVIEW QUESTIONS

1.
Define glass ceiling, and give examples of how it affects women and minorities.
The term glass ceiling refers to a level within the managerial hierarchy beyond which very few women and minorities advance. It is the invisible barrier preventing women and minorities from advancing into senior management.
2.
Define international trade.
International trade is the exchange of goods and services by different countries.
3.
What does foreign exchange mean?
Goods or services imported from foreign countries are paid for with foreign currency. The value of one currency in terms of another is the foreign exchange rate. Exchange rates are quoted in dollars per unit of foreign currency.
4.
What is organizational development?

Organizational development (OD) is an organization-wide planned effort, managed from the top, to increase organizational performance through planned interventions. OD looks at the human side of organization. OD tries to change attitudes, values, and management practices to improve performance.
5.
What principles can organizations follow to innovate successfully?

The four principles for successful innovation are:
(1) The approach to innovation must be comprehensive.

(2) Innovation involves systematic, organized, and continual search for new opportunities.

(3) Organizations must involve everyone in the innovation process.

(4) The organization must work constantly on improving its climate for innovation.
6.
What is a learning organization?
A learning organization is one that is skilled at creating, acquiring, and transferring knowledge.
discussion exercise 13.1
One Case Against Wal-Mart
Another legal battle for Wal-Mart has resulted in $2 million in punitive and compensatory damages for the company. The damages were awarded as a result of a suit filed by Cynthia Haddad, who asserted that she had been dismissed after over 10 years of service as a pharmacist with the company. Haddad believed she was fired for her complaints about being paid less than male pharmacy managers and about the disappearance of controlled drugs from the pharmacy. Wal-Mart contended that Haddad was dismissed for violating company policies and failing to secure the pharmacy. The company also argued that Haddad wasn’t entitled to the same pay as the other pharmacy managers, who were in fact male, because she wasn’t actually a manager. Wal-Mart has come under fire for the wages and benefits that it provides workers. Haddad’s success may also have ramifications beyond her particular case. Wal-Mart is facing a separate lawsuit: the case, Dukes v. Wal-Mart Stores, charges the company with a pattern of gender discrimination in promotion, pay, training, and job assignment on behalf of 1.5 million to 2 million women who have worked at Wal-Mart’s retail stores and wholesale clubs since 1988.

1.
What is Cynthia Haddad’s dispute with Wal-Mart?

Haddad asserts that she was fired for making the claim that she was being paid less than the other male pharmacy managers and for the disappearance of controlled drugs from the pharmacy.

2.
What is Wal-Mart’s version of what happened?

Wal-Mart contended that Haddad was dismissed for violating company policies and failing to secure the pharmacy. The company also argued that Haddad wasn’t entitled to the same pay as the other pharmacy managers, because she wasn’t actually a manager.

3.
In the end, the difference on pay came down to $1 an hour, which Wal-Mart could easily have settled. Why do you think it chose to present its case in court?

Wal-Mart has had issues with gender discrimination regarding pay, promotion, training, and job promotion previously. A victory for them in this case would have allowed them to keep paying female employees less than male employees, even at the same job with the same skills.

4.
What do you think the consequences of this verdict will be for Wal-Mart? Why?

This case will help strengthen the Dukes v. Wal-Mart case, which contends that there is a pattern of job promotion, pay, training, and job assignment of 1.5 to 2.0 million women. There are also 75 more legal proceedings pending against the company with the main issues being wages and off the clock work.
discussion exercise 13.2
Remade in the USA
Sony Corporation is making a comeback under the guidance of new company Chairman Howard Stringer. 2007 sales could reach a record $75 billion. Stringer has place more importance and control into the hands of U.S. designers, allowing them to better design their products to attract consumers.

1.
What steps is Sony taking to tailor “products to differing tastes across the globe”?

After years of sluggish sales, Sony has rejected products from its Japan-based headquarters that won’t fit Americans preferences in style and design. This comes despite the fact that more than 80% of the 225 designers are based in Japan. U.S. designers recent replaced the clunky keyboards on the $350 portable Reader for digital books with easy-to-understand buttons and an added MP3 player. This is part of the recognition that, while Japanese designers have developed a lot of innovative ideas, that doesn’t mean every idea fits into the U.S. market and consumer lifestyle.

2.
Provide at least three examples of such product tailoring.

Sony is finding success with the VAIO PCs with built-in cellular broadband access, as well with the Mylo, a handheld web-browsing and text-messaging gadget aimed at teens. Also a success is the Liv music system, whose wood-like trim and environment-friendly packaging is akin to American design trends.

3.
 Why is Howard K. Stringer’s appointment as chairman of Sony Corporation significant?

Stringer is the first Western manager to head Sony. Since Stringers appointment, the U.S. has become an important incubator for new products and services. This success has resulting in U.S. executives enjoying an unprecedented degree of influence in shaping everything from a gadget’s styling to the software that makes it tick. 

4.
Do you think Stringer’s strategy will work? Why or why not?

Understanding consumer tastes and preferences is ultimately what sells in the market. Stringer is paying attention to this important strategy. The results: sales for the fiscal year that begin April 1, 2007 could reach an all time high of $75 billion, yielding an operating profit of 3.4 billion.
CAREER MANAGEMENT NOTES
Job Interviewing – Make It Count 
Instructor’s Notes for Text Box Thirteen: Objectives to consider and implement to increase students knowledge, usage and understanding of the concepts.

Job interviews are times of nervous energy that can be channeled into productive results if the time before the interview is used productively. From a student’s perspective, a job interview is much like a college test. Showing up for a test without reading the course materials, taking notes or doing pretest reviews will not result in failure; the same holds true for a job interview. As a result, a job interview has to follow a similar format so that a sense of confidence about the interviewing process is established before the interview takes place. 
Student Exercises:
1. Review with the students the importance of preparation and due diligence as a learned, normal practice they conduct prior to a job interview. In class, begin the discussion about what might be good interview preparation and execution practices for achieving good results. Make the list on the board and discuss the list. Make sure that each class member contributes at least one item and that all items are discussed in some length. Be careful not to accept all suggestions and make sure each good suggestion is backed with an explanation of why it would contribute to successful interviewing.

2. If possible, find a tape on job interviewing that allows students to watch an interview take place. Let students absorb the entire interview process as though they are being interviewed. Have them take notes on what they observe to be good interview techniques and also what might be common interview mistakes. 

3. Set up the classroom for a job interview, allowing students to interview potential new hires and to have students be interviewed for a potential job. Create various scenarios with different types of jobs and interviews and make sure that basic interview habits are being used, including:
(a) good posture

(b) strong eye contact

(c) good use of words and correct annunciation (no slang)

(d) research and general knowledge about the company conducting the interview
(e) well-written resume describing your assets and accomplishments

(f) taking notes

(g) asking good questions

(h) expressing thanks for the interview opportunity

(i) asking about the hiring timelines (when would they like someone hired and in place)

(j) follow up after the interview with a letter of thanks and restatement desire and abilities for being the best candidate chosen for the job

*Remember, the majority of job candidates will not complete the tasks listed above. With practice and self evaluation of the interviewing process, you can become well-versed and self confident with regards to job interviews.
Study Skills Notes

Time to Grow Up
Instructor’s Notes for Text Box Thirteen: Objectives to consider and implement to increase students knowledge, usage and understanding of the concepts).

The transition from high school to college can be almost seamless for some students and yet a long journey for others. Some students exhibit great maturity during their high school years and are well prepared for the college-level decisions and commitments necessary to be successful. For others, high school has its many ups and downs; the idea of moving on to college is exciting but also fills them with anticipation, doubt and fear. As a result, young adults need to make a serious assessment of where they are and what changes have to occur for them to handle this next level of responsibility.
Student Exercises:

1. Have students do some writing and self evaluation about the term ‘maturity.’ Give them the following questions and let them explain the answers in their own terms:

(a) Define maturity:

(b) Give examples of how you have achieved outcomes of maturity.

(c) If you could change three things about yourself as it applies to maturity, what would they be?

(d) If you could keep three things you have done to demonstrate higher levels of maturity, what would they be?

(e) How do you feel about your abilities to handle college responsibilities?

(f) What successes have you had so far?

(g) What problems or setbacks have you had so far?

(h) What can you do to accelerate your maturity level?

(i) What sources of help do you think you need to help you with maturity?

(j) How do you think your college experience would change if you made progression in increasing your level of maturity?

*Upon completion of this assignment, have students discuss their answers in the classroom. Allow ample time for extensive discussion about this subject: MATURITY.

2. Two important elements of maturity are preparation and execution. Explain to students the difference between preparation and execution. Ask students to describe how they have prepared for something important that required a certain amount of preparation in order to reach a high level of success. Ask students to also describe an event where they had to perform or execute as well as they felt they could to reach a high level of success. Discuss the two examples and how it felt when good preparation led to the desired results. Discuss when the two activities occurred and desired results were not achieved. Ask the students what might have led to the less than desirable outcome.
lecture links

lecture link 13-1

Where Are the Women Workers Going?
Many women in managerial or professional fields have delayed childbearing to develop their careers. When these women finally do start a family, they are faced with a complicated decision: return from maternity leave to resume their careers or stay home to take care of the baby? For most mothers there is little choice but to go back to work to pay the bills. Seventy-two percent of mothers in the workforce have children under 18 – a figure that is up sharply from 47% in 1975, but has held steady since 1997. 

The U.S. workweek averages about 34 hours, but for those in financial services, it averages 55 hours. For top executives in big corporations, it range 60 to 70 hours. For dual-career couples with kids under 18 years of age, the combined work hours have grown from 81 a week in 1997 to 91 in 2002. E-mail, pagers, instant messaging, and cell phones that promised to free workers to work from home have actually increased the amount of time spent doing business. According to Arlie Hochschild, author of The Time Bind: When Work Becomes Home and Home Becomes Work, “We are now the workaholism capital of the world, surpassing the Japanese.”
But in the professional and managerial areas, where higher incomes permit more choices, a subtle revolution is taking place. Today’s women are less willing to juggle the demands of a busy career with the all-consuming role of mother and more willing to sacrifice paychecks and prestige for time with their families. Many in this generation “watched their mothers and fathers be ground up by very long hours, and they want to give their own children more than they got. They want a work-family balance,” says Hochschild.

For the first time ever workplace participation by married mothers with a child less than 1-year-old dropped – from 59% in 1997 to 53% in 2000. That drop sounds modest, but is statistically huge, according to the Bureau of Labor Statistics. Significantly, the drop was mostly among women who were white, over 30, and well-educated.

Census data show an uptick in stay-at-home moms who hold graduate or professional degrees – the very women who seemed destined to break through the glass ceiling. Now 22% of them stay home with their kids. A study by the research firm Catalyst found that one in three women with MBA’s is not working full-time.

To stem the loss of this brain power, some industries are working to create more part-time and flexible positions. Deloitte Touche Tohmatsu has launched a “Personal Pursuits” program, allowing above-average performers to take up to five years of unpaid leave for personal reasons. At PricewaterhouseCoopers, 10% of the firm’s female partners are on a part-time schedule. Even the e-mail ball and chain is being addressed. During Christmas 2003 PricewaterhouseCoopers shut down for eleven days.

Retaining talented employees will become even more crucial in the near future. With baby-boomers nearing retirement, there is likely to be a 10 million worker shortage by 2010.

lecture link 13-2

Europe Is Shrinking
At the end of the 20th century, massive changes took place in Europe; the Berlin Wall came down and communism disappeared as the Soviet Union collapsed. While the public’s attention was focused on these historic events, another sea change was quietly taking place.

According to the United Nations, Europe’s population will shrink by more than 90 million people in the next 50 years, roughly twice the number killed worldwide during World War II. For more than two decades the total fertility rate – the average number of children each woman will bear in her lifetime – has remained below the 2.1 level required to replace the population.

In the late 1990s Europe’s population began to fall. Demographers doubt that the fertility rate will return to replacement level in the near future. Some speculate that the decline may not be limited to Europe. The world’s population could actually decline by the end of the 21st century, a trend unseen since the 14th century Black Death.

Among the first nations to experience the population implosion will be historically fertile Italy. With births below replacement level since 1977, Italy is projected to lose nearly a quarter of its current population by 2050. Contraceptive use is at record levels, and women are earning more college degrees than men, leading many to seek careers first and families second. Couples who do start families are waiting longer to have their first child.

Germany has one of the world’s lowest birthrates: fewer babies were born in 2005 than in the last year of World War II. A United Nations report estimated that by 2050 Germany will need 3.5 million working-age immigrants each year to maintain its population ratio and fund pension, health care, and other programs. 

Without babies to replenish the labor force and pay taxes, Europeans will find it hard to fund the pensions of longer living retirees. To stay in the black, governments will need to take unpopular steps, such as raising the retirement age, cutting benefits, hiking taxes, and increasing legal immigration.

Or, do what France has done. Since World War I, France has been awarding medals for childbearing to women of “good character” to restore its war-devastated population. Today, with France again in need of more children, France has relaxed its medal rules: the mothers don’t have to be married; and they don’t even have to be French. 

lecture link 13-3
Why There Are No Indian Wal-Marts
If you needed to buy a bag of rice or a CD player in Delhi, India, you wouldn’t be able to go to the local Wal-Mart to buy it. You’d probably wind up at the Big Bazaar store, where electronic equipment is displayed alongside women’s panties and tennis balls are displayed next to handbags. The feeling at Big Bazaar, and at most Indian stores, is like a typical bazaar: colorful, chaotic, and a little cluttered. Most shopkeepers know that this is the way Delhi residents like it.

The Big Bazaar, one of 90 owned by Pantaloon, India’s largest retail group, draws up to 8,000 customers a day with its wide array of merchandise and air conditioning. Fueling this commercial boom is India’s growing middle class which now makes up a third of the country’s 1.1 billion population. 

Retailers like Wal-Mart and Tesco have long eyed this huge market, but you won’t find a single store in the country. Those big retailers can’t enter the Indian market, thanks to restrictions on foreign investment. Even the promise of lower prices and more efficient supply chains haven’t been enough to overcome the political power of India’s 12 million shopkeepers. These small entrepreneurs account for 97% of the country’s $258 billion in annual retail sales. Large Indian companies are also urging the government to slow down reforms that would open the market to foreign competition. Opponents of foreign investment estimate that eight million people would lose their jobs if Wal-Mart or similar stores took just 20% of the retail trade.

India’s Commerce Minister Kamal Nath is considering an incremental plan that would create new jobs, while not replacing or displacing employment in small neighborhood shops. Nath’s plan would initially limit companies like Wal-Mart to India’s six biggest cities and allow them to open only one store a year in each city. These stores would have to be at least 100,000 square feet, so they couldn’t be located in inner-city neighborhoods. The plan has not gotten much traction due to delays by the business lobby and factions in India’s government.

Retail sales are increasing in India by an average of 10% a year, and spending on luxury goods is rising nearly twice as fast. With two-thirds of India’s population under the age of 35, consumer demand is clearly growing. However, India’s two political parties say they have no intention of relaxing their position and do not expect government reforms in the foreseeable future.

Bonus Internet exercise

Bonus Internet Exercise 13-1

Which Country?
The Internet gives students access to endless information sources. One of the most surprising sources is the online database maintained by the CIA. The agency’s World Factbook gives extensive data about each country’s geography, government, economy, communications, etc. Go to the CIA Factbook Website (www.cia.gov/cia/publications/factbook/index.html). (Sometimes the web address for a location changes. You might need to search to find the exact location mentioned.) 

For this exercise assume you are the owner of a small electronics firm based in the American mid-west. Your research department has developed a cellular phone that translates conversations into any of twenty-four languages. From conversations with business associates and friends, you have identified two especially attractive overseas markets: Brazil and Australia.

Use the CIA World Factbook to research these two countries.

1. What is the total population for each country? Which country’s population is growing the fastest? What is the median age?

2.
Compare the government types for each country. What type of legal system does each have?

3.
Which country has the largest number of cellular phones in use? What percent of the population uses cellular phones?

4.
Based on your research, which country, Brazil or Australia, would you choose to introduce your product? Why?

Critical thinking exercises
critical thinking exercise 13-1

Currency Shifts

As the text discusses, one of the hurdles of international trade is the constant shift in exchange rates. Just how much do exchange rates change over a 30 day period? Let’s find out by choosing five countries of interest to you and recording the exchange rate for their currency (Great Britain’s pound, Japan’s yen, Mexico’s peso, or the European euro, for example) for 30 days. The rates are available daily in The Wall Street Journal in the “Currency Markets” chart in the “Money and Investing” section. They are also available on many Websites, such as Yahoo Finance (www.finance.yahoo.com) or CNNMoney (http://money.cnn.com/markets/currencies/). The published chart shows the amount of foreign currency per dollar. What effect would such currency shifts have on your business trade with each of these countries? (Sometimes the web address for a location changes. You might need to search to find the exact location mentioned.)

 Country
 Country
 Country
 Country
 Country


(Currency)
(Currency)
(Currency)
(Currency)
(Currency)

___________
___________
___________
___________
___________


(__________)
(__________)
(__________)
(__________)
(__________)
1.
___________
___________
___________
___________
___________

2.
___________
___________
___________
___________
___________

3.
___________
___________
___________
___________
___________

4.
___________
___________
___________
___________
___________

5.
____________
___________
___________
___________
___________

6.
___________
___________
___________
___________
___________

7.
___________
___________
___________
___________
___________

8.
___________
___________
___________
___________
___________

9.
___________
___________
___________
___________
___________

10.
___________
___________
___________
___________
___________
11.
___________
___________
___________
___________
___________

12.
___________
___________
___________
___________
__________

13.
___________
___________
___________
___________
___________

14.
____________
___________
___________
___________
___________

critical thinking exercise 13-1 (continued)

 Country
 Country
 Country
 Country
 Country

(Currency)
(Currency)
(Currency)
(Currency)
(Currency)

___________
___________
___________
___________
___________


(__________)
(__________)
(__________)
(__________)
(__________)
15.
___________
___________
___________
___________
___________
16.
____________
___________
___________
___________
___________

17.
___________
___________
___________
___________
___________

18.
___________
___________
___________
___________
___________

19.
___________
___________
___________
___________
___________

20.
___________
___________
___________
___________
___________

21.
___________
___________
___________
___________
___________

22.
___________
___________
___________
___________
___________

23.
___________
___________
___________
___________
___________

24.
___________
___________
___________
___________
___________

25.
___________
___________
___________
___________
___________

26.
___________
___________
___________
___________
___________

27.
___________
___________
___________
___________
___________

29.
___________
___________
___________
___________
___________

30.
___________
___________
___________
___________
___________
notes for critical thinking exercise 13-1
What effect would such currency shifts have on your business trade with each of these countries?
The principle is this: If the currency of another country goes up, that means they can buy more US goods more cheaply, and that is good for exporters. If the value of their currency goes down, that means that goods and services from the United States are more expensive, and that would hurt your business.

critical thinking exercise 13-2
Evaluating Global Expansion
Greenwich Industries entered the Latin American market in the 1950s by forming a joint venture with Industro Viejes in Santo Ignezeto to manufacture bicycle parts. The joint venture flourished in the 1960s, and Greenwich eventually bought out 100% ownership. The company earned steady profits from the Latin American subsidiary until a military junta overthrew the government in the late 1970s. The ruling generals expropriated all foreign owned companies, including the Santo Ignezeto bicycle parts plant. 

Today Santo Ignezeto is ruled by a democratic government that has been in power for ten years. Industro Viejes has approached Greenwich about another joint venture. The government is offering an attractive incentive package to attract foreign investment.


You have been assigned to travel to Santo Ignezeto and begin planning and staffing.

1.
What are the potential problems that face the new venture?

2.
What are the potential advantages of this venture for the company?

3.
Would you recommend entering the joint venture? Why or why not?
4.
If Greenwich Industries partners with Industro Viejes, would you recommend hiring local managers or American managers for the top and middle management positions? Why or why not?

NOTES for critical thinking exercise 13-2
1.
What are the potential problems that face the new venture?


All of the risks of international commerce are here: currency shifts, cultural differences, infrastructure, etc. In the previous joint venture, Greenwich Industries had its plant expropriated, so this will be an ongoing concern, despite the current government stability.
2.
What are the potential advantages of this venture for the company?


Locating a plant in a Latin American country will probably mean lower-cost labor, thus reducing the cost of producing bicycle parts and lowering the prices to consumers. There is also the potential for expanding Greenwich’s consumer base. In most Latin American countries, low per-capita income means fewer people can afford a car. Bicycle transportation is more common and presents an opportunity to enter a new market with both production and revenue potential.
3.
Would you recommend entering the joint venture? Why or why not?


Using the answers to questions 1 and 2, balance the risks and potential advantages, and make the decision.

4.
If Greenwich Industries partners with Industro Viejes, would you recommend hiring local managers or American managers for the top and middle management positions? Why or why not?


Local managers would be more in touch with the area job market and local customs. In a new enterprise, however, more control and oversight is needed in the early years. A compromise might involve American top management at the beginning, shifting to local managers as the business matures.
critical thinking exercise 13-3
Change Plan for Stavros
Nicholas Stavros opened his first restaurant in Cedar City twenty-five years ago. Stavros’s family-style Greek food and atmosphere proved popular, and three additional restaurants were opened in outlying suburbs. Each is now run by one of Papa Nick’s children: Maria’s Stavros, Peter’s Stavros, and Eric’s Stavros. The original Nick’s Stavros is run by Nick Junior. 

The menu is consistent across all four restaurants, but each restaurant features a daily special prepared by the local chef. Customer comment cards consistently rank the quality of food as very high.

Papa Nick now divides his time between the restaurants and the family’s real estate holdings. Major decisions are made by Papa Nick. To maintain a democratic atmosphere, all employees at each restaurant report to the restaurant’s Stavros manager. 

Customer comment cards have begun to show some problem areas at Peter’s Stavros Restaurant. Service ratings have fallen to “fair,” and many customers have written specific comments about slow service and poor wait service attitude. 

Because it is the newest restaurant, Eric’s Stavros has received more resources for advertising and promotion. The equipment is also significantly newer than that at the other three restaurants. Over time Maria, Peter, and Nick Junior have come to resent the attention Eric has received. The staff at Peter’s Stavros does not speak to the staff at Peter’s Stavros.

Papa Nick is reviewing two pieces of information. One, the profit margin from restaurant operations has declined over the past year. And, finally, several employees have mentioned their desire to join a union.

1.
What elements at Stavros need to be changed? People? Technology? Structure? Strategy? Why?

2.
Who should be chosen as the change agent? Papa Nick or an outside OD consultant? Why?

3.
Briefly outline a change plan for Stavros Restaurants.

Bonus case
Bonus case 13-1 

Entering the Import/Export Business
Gordon and Carole Segal went to the Caribbean on their honeymoon. While there, they were fascinated by the variety of elegant, functional housewares they saw: French copper, German cutlery, and so on. A few months later, Gordon was doing the dishes (Arzberg dinnerware) when he got the inspiration to start an importing firm. He had experience in restaurants and real estate. Carole was a teacher. Neither had any experience in retailing.

With $17,000 in capital and one employee, the couple opened the first Crate & Barrel store in an old elevator factory in Chicago’s Old Town district. It took a while to learn the business. In fact, the couple forgot to buy a cash register and went several days without one. This was in 1962.

At first, the Segals and their company, Euromarket Designs, Inc., imported only quality items they had seen and used themselves. Eventually, they toured the continent searching for more items. They learned that European tradespeople were often reluctant to sell to Americans because of past bad experiences with department store buyers. For example, these buyers would place large orders; the manufacturers would expand to fill the orders; and then, when there were no reorders, the manufacturers were stuck. Often, the Segals had to spend days negotiating to buy goods.

When the store opened, sales were $8,000 the first month. The second month they fell to $4,000, the third month to $2,000. About half the initial inventory was sold at cost due to ignorance, not charity. Eventually things got straightened out, and the Segals opened a second store in 1968 in suburban Wilmette, Illinois (outside Chicago). A third store opened in 1971.

Crate & Barrel now has 144 stores. They were the ones who set the image for new housewares stores. Glassware, dinnerware, flatware, and cookware are piled floor to ceiling on open shelves. Emphasis is on the product, not the display case.

The Segals’ honeymoon shopping trip in the Caribbean led to a major retail chain in the United States. The Segals sold a majority stake in the company in 1998 to Otto Group, but Gordon is still considered the public face of the company.

By 2006 Crate & Barrel was planning its first international expansion, opening a store in Toronto just across the Canadian border. Expansion into Europe, however, will take more time. The company has undertaken a study of every product in its inventory to determine what products would easily translate abroad and what merchandise would have to be redesigned. Early results: Crate’s overstuffed furniture may not fit in smaller European apartments. And its measuring spoons would have to be redesigned to accommodate the British definition of teaspoon.
discussion questions for BONUS case 13-1
1.
How much thought have you given to the import/export business as a career? The Segals imported European goods to America. Would you enjoy selling American goods in Europe?

2.
What are some of the successful stores you have seen that sell imported goods? Have you ever talked to the owners about their experiences? Do so and report back to the class.

3.
Why is the global market an attractive career possibility for tomorrow’s college graduates relative to the US market?

answers to discussion questions for BONUS case 13-1
1.
How much thought have you given to the import/export business as a career? The Segals imported European goods to America. Would you enjoy selling American goods in Europe?
This is a good opportunity to discuss living conditions in other countries and the kinds of products available in America not often found in other countries, including air conditioning, large refrigerators and freezers, certain franchises such as taco places and copy services, not to mention computers and cell phones.

2.
What are some of the successful stores you have seen that sell imported goods? Have you ever talked to the owners about their experiences? Do so and report back to the class.
This is a good project for the class. Because you are dealing with local businesses, class interest should be high.

3.
Why is the global market an attractive career possibility for tomorrow’s college graduates relative to the US market?
The world market is much larger (6.6 billion versus 300 million people), growing much faster, less competitive, more in need of available goods and services, and potentially more interesting and challenging. At least, it is a subject worth talking about and investigating.
Bonus case 13-2 

Cooling Off the Sweatshops
In the late 1800s and early 1900s, labor conditions in the United States were certainly less than ideal. The average workweek was 60 hours, but it was not unusual for workers to spend 80 hours on the job every week. Children toiled in unsafe conditions sometimes 10 hours a day, six days a week; wages were low and fears of unemployment high; and job benefits such as sick leave and medical care were nonexistent. Labor unions, religious groups, and social reformers were active, attempting to ignite efforts to reform the workplace and end the existence of “sweatshops,” where workers often spent their entire lives in atrocious working conditions. Efforts by reformers, plus the publication of the novel The Jungle by Upton Sinclair, heightened public awareness of the abuses existing in the workplace. Sinclair portrayed the dark side of Chicago’s meat‑packing industry, whose inhuman conditions often destroyed the lives and spirit of workers.

A real‑life tragedy at the Triangle Shirtwaist Company on March 25, 1911 also intensified the efforts aimed at eliminating sweatshops in the United States. Triangle employed young women in the garment industry. A fire at the company’s factory led to the death of 126 young women, who could not exit the building due to locked doors and the lack of a fire escape. News reports faulted the company and brought to light the harsh conditions in which these women worked. The fallout from Sinclair’s book and the Triangle Shirtwaist Company fire generated an impassioned public outcry and eventually led to strong federal legislation that improved working conditions throughout the United States.

The issue of sweatshops again is a hot topic in the media. However, today’s issue does not deal directly with US workers. The issue also is championed not just by unions and other such organizations but also by college students. At college campuses across the country, students are demanding assurances that clothing bearing their universities’ names and logos are produced under humane conditions in global markets. United Students Against Sweatshops (USAS) represents students at some 100 colleges across the nation. The organization demands that universities employ a vigorous monitoring campaign that forces companies to publicly disclose the location of foreign factories so human rights groups can independently monitor their actions. They also demand that employers pay a so‑called living wage that meets the basic needs of workers in various global markets.

Apparel industry leaders Nike, Reebok, and Liz Claiborne, responded by agreeing to join the Fair Labor Association (FLA), a sweatshop‑monitoring group established by a presidential task force of apparel makers and human rights groups. Students, however, argue that this group is nothing more than a publicity stunt, with a weak code of conduct and very little accountability. They also contend the FLA and others in the industry have resisted the efforts of the Council on Economic Priorities (CEP) to establish fair standards for wages in global markets. The USAS and UNITE (the largest garment-workers union in the United States) founded the Workers Rights Consortium (WRC) in 1999 as an alternative to the Fair Labor Association.

Apparel companies contend that their businesses involve thousands of factories operating in very diverse economies. They claim the idea of establishing a formal living‑wage structure is impossible and could in fact place significant burdens on the industry and workers in the global economies they seek to help. Edward Graham, a senior fellow at the Institute for International Economics agrees. He says that multinational companies offer the best paying jobs around in developing countries. If they did not, workers would refuse to take them. Political leaders in many developing nations fear that if wage standards are imposed on companies like Nike, Levi Strauss and others, it could price them out of global markets. Since these countries depend on foreign investment money, the loss of such investment could shatter their nation’s economies. Economists fear that the concept of a living wage will cost many workers their jobs. They also agree that it is difficult to define a living wage down to the penny and say that the term living wage is an emotional term rather than a definable economic term. Still, Juan O. Somavia, director-general of the International Labor Organization predicts in five years labor rules around the globe will establish standards. This emotional debate will certainly rage on.

discussion questions for BONUS case 13-2
1.
An argument can be offered that developed (industrialized) countries in the world experienced poor working conditions as their economies matured. Therefore, over time, workers in developing countries will gain the same benefits as their counterparts in countries such as the United States, Germany, and Japan. What’s your opinion?
2.
What role, if any, should the U.S. government take in this issue of setting fair wages in developing countries? What is your definition of a “fair” (living) wage? Would it vary by country?
3.
Would you buy an apparel item with your college name or logo on it if you knew it was produced in a country where workers toiled in sweatshops? Why or why not?

discussion questions for BONUS case 13-2
1.
An argument can be offered that all developed (industrialized) countries in the world experienced poor working conditions as their economies matured. Therefore, over time, workers in developing countries will gain the same benefits as their counterparts in countries such as the United States, Germany, and Japan. What’s your opinion?
This should open quite a discussion in class because the topic is current and emotion laden. It is important to look at this issue from all sides, so several student opinions should be aired. There is no doubt that more can be done to help workers in other countries achieve better working conditions, but is it possible to set wages without knowing in detail the local market?

2.
What role, if any, should the U.S. government taking in this issue of setting fair wages in developing countries? What is your definition of a “fair” (living) wage? Would it vary by country?
The U.S. government can urge other countries to establish fair wages, but it has no authority to demand such wages. The U.S. government, on the other hand, can and should investigate and solve and problems with below‑standard wages and conditions in the United States. Teaching by example is the key.


Each student will have his or her own definition of “fair’ wages. Students who have already been out in the real job market may have a different interpretation than those who have never worked. There may also be differences in student responses depending on the age of the student, geographic location, and other variables.

3.
Would you buy an apparel item with your college name or logo if you knew it was produced in a country where workers toiled in sweatshops? Why or who not?
This is an opinion question, but, again, one that should generate lively debate. The apparel should be less expensive if produced in such a country, but what are the moral issues? And what, exactly, is a “sweatshop?” Does the definition change from country to country? What is a “fair” wage? These are issues that can be explored, but not necessarily answered.
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